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EXPLANATORY NOTE

We are amending our Annual Report on Form 20-FHferyear ended December 31, 2010 (the “Annual Repastbriginally filed with the U.S.
Securities and Exchange Commission (the “SEC”) orl8p2011, as amended on September 8, 2011flaxté¢he discovery of an error that lead to a
material weakness in internal controls over finahporting. The facts leading to this discovewy as follows:

1 — In October 2010 the Company began implementafi@anew revenue recognition system module to ¢éement its previous reservations
system. In April 2011 the Company completed impletagon of this module. During the final stagesmplementation of this module, when comparing
available preliminary test data from the first gaaof 2011 from the new system module with theesaata from the previous system, the Company
identified an error relating to the manner in whilbk previous system assessed revenue on intédiket sales. Interline ticket sales are sales ah@any
flights by other airline carriers under so-callaterline agreements. Pursuant to these agreemmeottsea carrier may use the Company for specific sggsn
and will pay a previously contracted price, whicaynbe different than spot ticket prices. The presisystem properly recorded interline sales agaefe
revenue based on interline agreement prices. HaweWen the previous system released the defeerszhue into revenue, current spot prices were used.
Consequently, the error could be an overstatemamaerstatement of revenue, depending on the difter between the interline agreement prices and the
respective spot prices.

2 — This error was quantified at the end of Ap€ill2, during the accounting closing process of M&th2011, after the Company’s publication of
the annual financial statements for the year efmbmber 31, 2010 in Brazil on February 23, 201ichvtvere attached as an exhibit to its currentntepo
on form 6-K furnished to the SEC on February 24,12@hd after the Company filed its annual reporform 20-F for the year ended December 31, 2010
with the SEC, on April 8, 2011.

3 — However, by both the time it published its 2@b@ual financial statements and filed its 2010~28e Company had determined that (i) interline
sales were small, between 0.9% and 3.2% of totaimees in 2008, 2009, and 2010, (ii) the Companycoattols and procedures in place to properly
process and recognize revenues relating to mored®% of its total revenues for the year ended Béez 31, 2010; and (iii) while the Company was av
that the difference between the interline agreemaoé and the spot price would directly impactinebme, the Company determined that this difference
was not expected to have a material impact.

4 — At that time, based on the above facts, the @Gomponcluded that the deficiency in internal colntelating to this error would not result in a
reasonable possibility that a material misstateroétite Company’s financial statements existed. Heregthe Company did conclude that the previous
system limitations were a significant deficiencylaherefore, management communicated this defigiemthe audit committee given their responsibitify
overseeing the company'’s financial reporting.

5 — Recently, the Company performed additional armabsd concluded that in light of the previous sgstimitations there was a reasonable
possibility that a material misstatement of the Canyps annual or interim financial statements waubd be prevented or detected on a timely basis.

Therefore, the Company has revised its classifinaifcthis deficiency from a “significant deficiericp a “material weakness” as of December 31,
2010 and has filed this amendment no. 2 to its AhReport to reflect the following changes:

e revise the disclosure in “ltem 15 — Controls andcBdures’to reflect the material weakness relating to therlime revenue recognition error an
conclude that internal controls over financial ne¢jpg was not effective at December 31, 2010;

e include the reissued Management's Report on IntéCoatrol over Financial Reporting to report the mateveakness and the change in
conclusion;

e include the reissued report of Deloitte Touche Tatsm Auditores Independentes on management’s caolon internal controls over financial
reporting modified to report the material weaknese]



e revise the conclusion with respect to disclosurgrods and procedures.

In addition, the Company confirms that as of Ap€ilL2, upon completing the implementation of the mevenue recognition system module,
revenue on interline ticket sales is recognized@muately. As a result, the material weaknesshesen remediated.

Other than as set forth above, this Form 20-F/Asdas, and does not purport to, amend, updatestatesthe information in any other item of the
Annual Report as originally filed with the SEC. Aseault, this Form 20-F/A does not reflect any egehat may have occurred after the Annual Report we
filed on April 8, 2011.
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PRESENTATION OF FINANCIAL AND OTHER DATA

The consolidated financial statements includedis annual report have been prepared in accordaitbdnternational Financial Reporting Stands
(IFRS), issued by the International Accounting Stadd Board (IASB), imeais.

We have translated some of tfleal amounts contained in this annual report into ddars. The rate used to translate such amouantsspect of tt
year ended December 31, 2010 was R$1.6662 to US$4HdEh was the commercial rate for the purchasd.8t dollars in effect on December 31, 201!
reported by the Central Bank. The U.S. dollar edaivainformation presented in this annual repogtrisvided solely for the convenience of investard
should not be construed as implying that teal amounts represent, or could have been or couldobeerted into, U.S. dollars at the above ratee
“Exchange Rates” for more detailed information reljjay the Brazilian foreign exchange system and hcstbdata on the exchange rate of thal agains
the into U.S. dollars.

In this annual report, we use the terms “the Regjistrto refer to Gol Linhas Aéreas Inteligentes .Sakd “Gol”, “Company”, “we,” “us” and “our'to
refer to the Registrant and its consolidated subsal together, except where the context requitesrwise. The term VRG refers to VRG Linhas Aé
S.A., a wholly owned subsidiary of the RegistraReferences to “preferred shares” and “ADSs” refendavoting preferred shares of the Registrant
American depositary shares representing thoserpeefshares, respectively, except where the congexiires otherwise.

The phrase “Brazilian government” refers to the falgovernment of the Federative Republic of Braaild the term “Central Bank'efers to th
Banco Central do Brasil, or the Central Bank. The t&8razil” refers to the Federative Republic of BraZithe terms “U.S. dollar” and “U.S. dollarghc
the symbol “US$" refer to the legal currency of theited States. The termseal” and “reais’ and the symbol “R$'tefer to the legal currency of Braz
“IFRS” refers to the international financial repagistandards issued by the International Accounitapdards Board, or IASB. “U.S. GAARé&fers t
generally accepted accounting principles in thetédéhBtates, and “Brazilian GAARE&fers to generally accepted accounting principieBrazil, which ar
accounting principles derived from Law No. 6,404D&cember 15, 1976, as amended, or the Braziligmocation law and the pronouncements, guide
and interpretations issued by the Committee of Anting StandardsQomité de Pronunciamentos Contabeiw the CPC, approved by the rules of
CVM.

We make statements in this annual report aboutcompetitive position and market share in, and tlaeket size of, the Brazilian and internatic
airline industry. We have made these statementh@ibasis of statistics and other information fritwind party sources, governmental agencies orsing
or general publications that we believe are refiabAlthough we have no reason to believe any isf itiformation or these reports are inaccurateny
material respect, we have not verified the comipetjposition, market share and market size or ntagi@vth data provided by third parties or by inmy®r
general publications. All industry and market datatained in this annual report is based uponattest publicly available information as of thealaf this
annual report.

Certain figures included in this annual report hbgen rounded. Accordingly, figures shown as tdtalsertain tables may not be an arithmetic su
the figures that precede them.

This annual report contains terms relating to dpeggoerformance in the airline industry that aefimkd as follows:

e “Revenue passengers” represents the total numhmyafig passengers flown on all flight segments.

e “Revenue passenger kilometers” represents the nsnolb&ilometers flown by revenue passengers.

e “Available seat kilometers” represents the aircsafiting capacity multiplied by the number of kikdsrs the seats are flown.

e ‘“Load factor’represents the percentage of aircraft seating ighet is actually utilized (calculated by divigj revenue passenger kilometer:
available seat kilometers).



e “Breakeven load factor” is the passenger load fattat will result in passenger revenues being effuaperating expenses.
e  “Aircraft utilization” represents the average numbéblock hours operated per day per aircraftifi@rtotal aircraft fleet.

o “Block hours” refers to the elapsed time betweemistraft’s leaving an airport gate and arrivingatairport gate.

e “Yield per passenger kilometer” represents the ayermamount one passenger pays to fly one kilometer.

e “Passenger revenue per available seat kilometprésents passenger revenue divided by availabiiteaeters.

e  “Operating revenue per available seat kilometeptesents operating revenues divided by availalaeldlemeters.

e “Average stage length” represents the average nuafld@ometers flown per flight leg.

e “Operating expense per available seat kilometegtasents operating expenses divided by availablekiiemeters.
CAUTIONARY STATEMENTS ABOUT FORWARD-LOOKING STATEMENTS

This annual report includes forward-looking statatagprincipally under the captions “Risk Factot€perating and Financial Review and Prospect:
and “Business Overview.” We have based these farlemking statements largely on our current beliefgectations and projections about future e\
and financial trends affecting our business. Mangortant factors, in addition to those discusskséwehere in this annual report, could cause ourad
results to differ substantially from those anti¢gghin our forward-looking statements, includingiang other things:

e general economic, political and business conditinrBrazil and in other South American and Caribbexankets we serve;

e the effects of global financial markets and ecorwoanises;

e management’s expectations and estimates concesoimfyiture financial performance and financing gland programs;

e our level of fixed obligations;

e  our capital expenditure plans;

e  our ability to obtain financing on acceptable terms

e inflation and fluctuations in the exchange rat¢hefreal;

e  existing and future governmental regulations, ideig air traffic capacity controls;

e increases in fuel costs, maintenance costs andainse premiums;

e changes in market prices, customer demand andrenefes and competitive conditions;

e cyclical and seasonal fluctuations in our operatasults;

e defects or mechanical problems with our aircraft;



e  our ability to successfully implement our strategy;

e developments in the Brazilian civil aviation infragtture, including air traffic control, airspacedaairport infrastructure, and

e the risk factors discussed under “Risk Factors.”

The words “believe,” “may,” “will,” “aim,” “estimag,” “continue,” “anticipate,” “intend,” “expect” ahsimilar words are intended to identify forward
looking statements. Forwatdeking statements include information concerning possible or assumed future results of operatibusiness strategi
financing plans, competitive position, industry gomment, potential growth opportunities, and theas of future regulation and the effects
competition. Forwardeoking statements speak only as of the date thesewnade, and we undertake no obligation to upglaldicly or to revise ar
forwarddooking statements after we distribute this anmeglort because of new information, future eventothier factors. In light of the risks ¢
uncertainties described above, the forwlmaking events and circumstances discussed iatinisial report might not occur and are not guaranédéuture
performance.

PART I
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISORS
Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.
ITEM 3. KEY INFORMATION

A. Selected Financial Data

We changed our financial reporting from U.S. GAARRERS, beginning with the financial statements faanal for the year ended December 31, 2I
We present in this section the following summanaficial data:

e  Summary financial and operating data derived fremaudited financial statements included hereinnegared in accordance with IFRS as of
for the years ended December 31, 2010, 2009 angt 200

e  Summary financial and operating data derived framamdited financial statements not included heaeith prepared in accordance with IFRS
and for the year ended December 31, 2007; and

e Summary financial data derived from our auditedicial statements not included herein and pregaradcordance with U.S. GAAP as of and
the year ended December 31, 2006.

The summary financial data prepared in accordarittelRRS and U.S. GAAP is not comparable.

The following tables present summary historical smidated financial and operating data for us fache of the periods indicated. Solely for
convenience of the readeeal amounts as of and for the year ended Decemb&030, have been translated into U.S. dollars attinemercial market ra
in effect on December 31, 2010 as reported by thdr@leBank of R$1.6662 to US$1.00.

IFRS Summary Financial and Operating C

Year Ended December 3:
2007 200¢ 200¢ 201( 201(

(in thousands’
Income Statement Data:

Net operating revenue:

Passenge R$4,566,69 R$5,890,10 R$5,306,53 R$6,277,65 US$3,767,64
Cargo and othe 374,293 516,089 718,852 701,790 421,192
Total net operating revenu 4,940,98. 6,406,19. 6,025,38, 6,979,44 4,188,84.
Operating expenses
Salaries (799,344 (983,783 (1,100,953 (1,252,402 (751,652
Aircraft fuel (1,898,84C (2,630,834 (1,813,104 (2,287,41C (1,372,830
Aircraft rent (525,785 (645,089 (650,683 (555,645 (333,480
Sales and marketir (367,866 (588,735 (364,551 (367,757 (220,716
Landing fees (273,655 (338,370 (312,637 (331,883 (199,186
Aircraft and traffic servicing (348,732 (422,177 (381,721 (427,853 (256,784
Mfgg;‘*i?sance' materials and (339,281) (388,030) (417,212) (422,950) (253,841
Depreciation and amortizatic (62,548 (125,127 (142,853 (281,604 (169,010
Other operating expens (315,068 (372,696 (428,376 (354,147 (212,548
Total operating expens (4,931,11¢ (6,494,841 (5,612,09C (6,281,652 (3,770,047
Operating profit (loss) before financial rest 9,86t (88,648 413,29: 697,79! 418,79«
Interest expens (182,618 (269,278 (288,112 (338,609 (203,222
Financial income (expense), 373,636 (837,116) 630,956 27,310 16,391
Profit (loss) before income tax 200,88 (1,195,042 756,13t 386,49t 231,96:
Income taxe: (33,595 (44,305 134,69¢ (172,299 (103,408
Profit (loss) for the yee 167,28t (1,239,347 890,83: 214,19 128,55!
Earnings (loss) per share, basic 0.84: (6.160 3.916 0.79¢ 0.47¢
Earnings (loss) per share, diluted | 0.84: (6.160 3.91¢« 0.79¢ 0.47¢

Weighted average shares used in computing
earnings per share basic (in thousands

Weighted average shares used in compt 198,657 201,193 221,583 268,954 268,95

198,609 201,193 227,472 268,564 268,56



earnings per share, diluted (in thousands

Earnings per ADS, basic (

Earnings per ADS, diluted (:

Dividends declared per share (net of withheld
income tax) (1

Dividends declared per ADS (net of withheld
income tax) (1

0.84:
0.84:

1.2¢F

1.2¢F

(6.160
(6.160

0.1¢

0.1¢

3.916
3.914

0.7¢

0.7¢

0,79¢
0,79¢

0.1¢

0.1¢

0,47¢
0,47¢

0.11

0.11



Balance Sheet Dat:
Cash and cash equivaler
Shor-term investments
Accounts receivable(z
Deposits
Total assets
Shor-term borrowings
Shareholde’ equity

Other Financial Data:
Operating margin(3
Net cash (used in) provided by operating activit
Net cash (used in) investing activiti
Net cash provided by (used in) financing activit

As of December 31

2007 2008 2009 201(C 201(
(in thousands'

R$573,12 R$169,33 R$1,382,40 R$ 1,955,85 US$1,111,72
820,34 245,58! 40,44« 22,60¢ 12,84¢
903,06: 344,92 519,30¢ 303,05¢ 172,25¢
641,16« 731,37: 855,56¢ 715,37 406,62-

7,486,41. 7,131,86! 8,720,12 9,063,84 5,151,94
891,54 967,45: 591,69! 346,00¢ 196,67.
2,392,44. 1,071,60: 2,609,98 2,929,16! 1,664,95!
Year Ended December 3:
2001 200¢ 200¢ 201C 201
(in thousands except percentage
0.02% (1.4)% 6.9% 10.00% 10.00%
R$ (141,48! R$ 151,7C R$ 4572 R$ 723,8¢ US$ 411 ,4¢€
(190,339 40,65( 5,42 (279,459 (158,846
617,48« (611,301 769,23t 139,90( 79,52(



Operating Data®:

Revenue passengers (in thousal

Revenue passenger kilometers (in millio
Available seat kilometers (in million

Loac-factor

Breal-even loa-factor

Aircraft utilization (block hours per da

Average fare

Yield per passenger kilometer (cer

Passenger revenue per available seat kilometetsj
Operating revenue per available seat kilometert$}
Operating expense per available seat kilometetgt
Operating expense less fuel expense per availabtekgometer
(cents)

Departures

Departures per da

Destinations serve:

Average stage length (kilomete

Average number of operating aircraft during per
Full-time equivalent employees at period €

Fuel liters consumed (in thousan

Percentage of sales through website during pe#ip
Percentage of sales through website and call cdatérg period

Year Ended December 3

2007 200¢ 200¢ 201(
23,68¢ 25,66« 28,41( 32,91¢
22,67( 25,30¢ 25,66¢ 30,60:
34,34¢ 41,10} 40,35¢ 45,52(
66.0% 61.6% 63.6% 67.1%
65.9% 62.5% 59.2% 60.4%
13.¢ 121 11.€ 12.¢
19¢ 262 191 191
20.1 23.c 20.7 20.t
13.c 14.: 13.1 13.€
14.£ 15.€ 14.¢ 15.:
14.£ 15.€ 13.€ 13.€
8.6 94 9.4 8.8
237,28 268,54( 273,60: 295,16(
65C 73€ 75C 811
66 59 58 59
96( 93¢ 89C 907
88.€ 106.4 108.% 1122
15,72: 15,91 17,96 18,77¢
1,177,301 1,364,71! 1,291,41 1,4652,9
90.0% 92.4% 92.4% 88.1%
98.9% 99.2% 98.7% 95.1%

(1) Our preferred shares are not entitled tofexegl dividend preferences, but are instead edtiitereceive dividends per share in the same anafudividends per share paid to holders of
our common shares. Consequently, our earnings ffesshare are computed by dividing income bywbghted average number of all classes of shanssamaling during the year.

(2) Trade and other receivables related to retd@s from credit card administrators, travel agesdnstallment sales from the Voe Facil progreargo agencies and others. These

receivables are stated at cost less allowanceatofdstful receivables, which approximates their Y@lue given their short term nature.

(3) Operating margin represents operating incfoss) before financial results divided by net @peig revenues.

(4) Considering sales through our website and(Application programming interfageystems.

(5) In October 2010, ANAC changed its calculatioethod for monthly traffic information and republésl information for periods since January 2009 ofkrating data for 2009 and 2010
reflects the new methodology, whereas informat@mm®D07 and 2008 was calculated pursuant to thenelthodology and may not be fully comparable. Adioay to ANAC, the
changes were designed to align data with the ceseejppted by the International Civil Aviation Orgaation (ICAO). The change was necessary becausé Beazjoined the ICAO’s
statistical program and supplies the latter’s dasatwith several industry data. Changes in the rdetbgy refer to the calculation of ASK (seat supplpd the classification of
domestic legs in international flights, which amwnconsidered to be part of the domestic marketABNhas stated that it will republish information 2008 at a later date.

U.S. GAAP Summary Financial Data*

Income Statement Data
Net operating revenues:
Passenge
Cargo and othe
Total net operating revenu
Operating expenses:
Salaries, wages and bene
Aircraft fuel
Aircraft rent
Sales and marketir
Landing fees
Aircraft and traffic servicing
Maintenance, materials and reps
Depreciatior
Other operating expens
Total operating expens
Operating income before financial result
Interest expens
Financial income, ne
Income before income taxe
Income taxe:
Net income
Earnings per share, basic(1
Earnings per share, diluted(1

Weighted average shares used in computing earpirgshare, basic (in thousands
Weighted average shares used in computing earpirgshare, diluted (in thousands)

Earnings per ADS, basic(
Earnings per ADS, diluted(:
Dividends declared per she
Dividends declared per ADS(

Year Ended December 31 20(

(in thousands’

R$

3,580,9
221,098

3,802,01

413,97
1,227,00.
292,54t
414,59
157,69!
199,43
146,50!
69,31
179,49
3,100,56!
701,45
(66,378

163,883

798,96.
(229,825)

R$

569,137

R$ 2.9
R$ 2.9

196,10:

196,21(
R$ 2.9
R$ 2.9
R$ 0.9
R$ 0.9



Balance Sheet Data:

Cash and cash equivaler
Shor-term investments
Accounts receivable(z
Deposits

Total asset

Shor-term borrowings
Long-term debr
Shareholder equity

*

As of December 31, 20(

(in thousands’

R$ 280,9
1,425,36!

659,30¢

537,83!

4,258,45.

128,30

949,00¢

2,205,15:

For a reconciliation of profit (loss) andasbholders’ equity of our audited financial statateén U.S. GAAP to our audited financial statersentlFRS at January 1, 2007 and

December 31, 2007 and for the year then endedyatee23 under the caption “Reconciliation betweenGA\P and IFRS as of and for the year ended DeceBihe2007” to our

financial statements included in our annual reparEForm 20-F for the year ended December 31, 2898led on May 8, 2009.

(1) Our preferred shares are not entitled tofexegl dividend preferences, but are instead edtiitereceive dividends per share in the same anafudividends per share paid to holders of
our common shares. Consequently, our earnings ffesshare are computed by dividing income bywbghted average number of all classes of shanssamaling during the year.

(2) Trade and other receivables related to retd@s from credit card administrators, travel agesdnstallment sales from the Voe Facil progreargo agencies and others. These

receivables are stated at cost less allowanceatofdstful receivables, which approximates their Y@ilue given their short term nature



Exchange Rates

The Brazilian foreign exchange system allows theclpase and sale of foreign currency and the intiermattransfer ofeais by any person or lec
entity, regardless of the amount, subject to aertagulatory procedures. The Brazilian currency thasng the last decades experienced frequen
substantial variations in relation to the U.S. @olnd other foreign currencies. Between 2000 &2 2hereal depreciated significantly against the
dollar, reaching an exchange rate of R$3.53 per WB$4t the end of 2002. Between 2003 and mid-20@8retal appreciated significantly against
U.S. dollar due to the stabilization of the maemmnomic environment and a strong increase indgargivestment in Brazil, with the exchange rate héay
R$1.56 per US$1.00 in August 2008. With the crisisthe global financial markets beginning in mid380 thereal depreciated 31.9% against
U.S. dollar over the year 2008, reaching R$2.34p8%$1.00 on December 31, 2008. Since 2009,réia¢ appreciated against the U.S. dollar anc
December 31, 2010 the exchange rate was R$1.67$®1.00 and on April 4, 2011, the exchange rate R&k61 per US$1.00. The Central Bank
intervened occasionally to control instability iaréign exchange rates. We cannot predict whetherCentral Bank or the Brazilian government
continue to allow theeal to float freely or will intervene in the exchangete market through a currency band system or wtker Thereal may
substantially depreciate or appreciate againsttBe dollar.

The following tables present the selling rate, exped imeaisper U.S. dollar (R$/US$), for the periods indicated.

Period-End Average for Period ) Low High
(reais per U.S. dollar}
Year
2006 2.13¢ 2.17i 2.05¢ 2.371
2007 1.771 1.94¢ 1.73¢ 2.15¢
2008 2.33i 1.83¢ 1.55¢ 2.50(
2009 1.741 1.99¢ 1.70z 2.42
2010 1.65¢ 1.881 1.75¢ 1.66¢€
2011 (through April 4, 2011 1.611 1.66¢ 1.611 1.691
Month-End Average for Month (@) Low High
(reais per U.S. dollar}
Month
October 201( 1.701 1.711] 1.68¢ 1.701
November 201! 1.71¢ 1.73¢ 1.71c 1.71¢
December 201 1.66¢ 1.711 1.69¢ 1.66¢
January 201 1.67¢ 1.67¢ 1.651 1.691
February 201: 1.661 1.66¢ 1.661 1.67¢
March 201: 1.62¢ 1.65¢ 1.62¢ 1.67¢
April 2011 (through April 4, 201) 1.611 1.61¢ 1.611 1.61¢

Source: Central Bank
(1) Represents the average of the exchange ratie dast day of each month during the period.

(2) Average of the lowest and highest rates imtioath.
B. Capitalization and Indebtedness
Not applicable.
C. Reasons for the Offer and Use of Proceeds

Not applicable.



D. Risk Factors

An investment in the ADSs or our preferred shameslves a high degree of risk. You should cargftdinsider the risks described below before me
an investment decision. Our busine$imancial condition and results of operations ablde materially and adversely affected by any ef¢hrisks. Tt
trading price of the ADSs could decline due to ahthese risks or other factorand you may lose all or part of your investmeTite risks described bels
are those that we currently believe may materiaffga us.

Risks Relating to Brazil

The Brazilian government has exercisednd continues to exercisesignificant influence over the Brazilian economyThis involvement as well a
Brazilian political and economic conditior, could adversely affect our business and the tragljprice of our ADSs and our preferred shares.

The Brazilian government frequently has intervemethe Brazilian economy and occasionally makes fagmit changes in policy and regulations.
Brazilian governmeng actions to control inflation and other policieslaegulations have often involved, among othersuess, increases in interest re
changes in tax policies, price controls, curreneyaduations, capital controls and limits on impor@ur business, financial condition and result
operations may be adversely affected by changpslicy or regulations at the federal, state or roiail levels involving or affecting factors such as

e interest rates;

e currency fluctuations;

e inflation;

e liquidity of domestic capital and lending markets;

e tax policies;

e exchange rates and exchange controls and restsatio remittances abroad, such as those that wiefly limposed in 1989 and early 1990; and
e  other political, social and economic developmentsriaffecting Brazil.

Exchange rate instability may adversely affect oimdncial condition and results of operations andetmarket price of the ADSs and our preferi
shares.

The Brazilian currency has during the last decadger@enced frequent and substantial variationselation to the U.S. dollar and other fore
currencies. Between 2000 and 2002, réwl depreciated significantly against the U.S. doltagching an exchange rate of R$3.53 per US$1.€teatn
of 2002. Between 2003 and mid-2008, thal appreciated significantly against the U.S. dadlae to the stabilization of the maagoenomic environme
and a strong increase in foreign investment in Bragih the exchange rate reaching R$1.56 per US$ih ®August 2008. In the context of the crisighe
global financial markets after mid-2008, tteal depreciated against the U.S. dollar over the 2688 and reached R$2.34 per US$1.00 at year end
Since 2009, theeal appreciated against the U.S. dollar and on DeceBihe2010 the exchange rate was R$1.67 per US$1.00.

Depreciation of theeal against the U.S. dollar could create inflationgrgssures in Brazil and cause increases in intextest, which could negative
affect the growth of the Brazilian economy as a whahd harm our financial condition and results pérations, may curtail access to foreign finar
markets and may prompt government interventionuding recessionary governmental policies. Deptian of thereal against the U.S. dollar can alsc
in the context of an economic slowdown, lead tael@sed consumer spending, deflationary pressucesednced growth of the economy as a whole. O
other hand, appreciation of tiheal relative to the U.S. dollar and other foreign eungies could lead to a deterioration of the Brazifiareign exchang
current accounts, as well as dampen export-drivewty. Depending on the circumstances, eitheret@gtion or appreciation of ttreal could materiall:
and adversely affect the growth of the Brazilianreeoy and our business, financial condition andltesi operations.
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Substantially all of our passenger revenue andocaggenue and temporary investments are denomiiratedis, and a significant part of our operai
expenses, such as fuel, aircraft and engine maintenservices, aircraft rent payments and airgraftrance, are denominated in, or linked to, Udlack.
We maintain U.S. dolladenominated deposits and maintenance reserve tlepaslier the terms of some of our aircraft opegaliases. For the year en
December 31, 2010, 54.7% of our operating expemgm® either denominated in or linked to the U.Slado In addition, the purchase price
the Boeing 737 Next Generation aircraft for which lveel 100 firm purchase orders outstanding as oééer 31, 2010, the 10 purchase rights and t
Boeing 737 Next Generation aircraft for which werently have purchase options are denominated in dalfars. At the end of 2010, 79.5% of
indebtedness was denominated in U.S. dollars. é&Mnilthe past we have generally adjusted our fareesponse to, and to alleviate the effec
depreciation of theeal and increases in the price of jet fuel (which isgul in U.S. dollars) and have entered into hedgimgngements to protect us age
the effects of such developments, there can bessirance we will be able to continue to do so.thBoextent we are unable to adjust our fares ectifely
hedge against any such developments, this maytdeadiecrease in our profit margins or to operaiisges caused by increases in U.S. doléareminate
costs, increases in interest expense or excharsgedoon unhedged fixed obligations and indebtediesssminated in foreign currency. We had -
U.S. dollar-denominated future operating lease matnobligations of R$2,105.7 million and R$3,123.0ion regarding other U.S. dollatenominate
liabilities and indebtedness at December 31, 20M@& may incur substantial additional amounts of.d@lardenominated operating lease or finar
obligations and U.S. dollar-denominated indebtesliagsl be subject to fuel cost increases linkedegdtS. dollar.

Depreciation of theeal also reduces the U.S. dollar value of distributiand dividends on the ADSs and the U.S. dollaivadgnt of the market pri
of our preferred shares and, as a result, the ADSs.

Government efforts to combat inflation may hindéra growth of the Brazilian economy and could harm obusiness.

Brazil has in the past experienced extremely higdsraf inflation and has therefore followed mongtaolicies that have resulted in one of the hic
real interest rates in the world. Between 2004 201D, the base interest rate (SELIC) in Brazil valietiveen 19.25% p.a. and 8.75% p.a. Inflation &g
Brazilian governmeng$ measures to fight it, principally through the CainBank, have had and may have significant effentshe Brazilian economy a
our business. Tight monetary policies with higheiast rates may restrict Bragilgrowth and the availability of credit. Conversefyore lenier
government and Central Bank policies and interest datreases may trigger increases in inflation, aodsequently, growth volatility and the neec
sudden and significant interest rate increasessiwtould negatively affect our business. In additwve may not be able to adjust the fares we ehau
customers to offset the effects of inflation on oast structure.

Developments and the perception of risk in othematries, including the United States and emerging marketuodries, may adversely affect tl
market price of Brazilian securitiesincluding the ADSs and our preferred shares.

The market value of securities of Brazilian issusraffected by economic and market conditions tmeotcountries, including the United States,
European Union and emerging market countries. odigfn economic conditions in those countries mafediignificantly from economic conditions
Brazil, investors reactions to developments in other countries naae an adverse effect on the market value of gsuof Brazilian issuers. Crises in
United States, the European Union or emerging nhaxkentries may diminish investor interest in séms of Brazilian issuers, including ours. Thisulz
adversely affect the trading price of the ADSs wor preferred shares, and could also make it mdfiewt for us to access the capital markets amarfice
our operations in the future on acceptable ternat atl.



Risks Relating to Us and the Brazilian Airline Indugry
Changes to the Brazilian civil aviation regulatorydmework may adversely affect our business and resaftoperations.

Brazilian aviation authorities monitor and influenttee developments in Braal'airline market. For example, the predecessah@fNational Civi
Aviation Agency Agéncia Nacional de Aviacdo Ciyilor ANAC, the DAC Departamento de Aviacédo Ciyihad addressed overcapacity by establis
strict criteria that must be met before new rowesidditional flight frequencies were awarded. AN&Be successor of the DAC) has more recentl
minimum turnaround times. The policies of the ANA other aviation supervisory authorities may tiegly affect our operations.

The Brazilian congress is currently discussing aftdpdl that would replace the current Brazilian Aeautical Code Qodigo Brasileiro d
Aeronautici). In general, this draft bill deals with matteetated to civil aviation, including airport conséms, consumer protection, limitation of airlines
civil liability, compulsory insurance, fines andetincrease of limits to foreign ownership in votistgpck of Brazilian airlines from 20% to 49% or hég,
provided that the country of origin of the invesparmits a higher ownership threshold for Braziliavestors. This draft bill is still under discussiin the
House of Representatives and, if approved, mustbmisted for approval to the Federal Senate, bdfeirg sent for presidential approval. If the Biian
civil aviation framework changes in the future ANMAC implements increased restrictions, our growtnp and our business and results of operations
be adversely affected.

Since 2009, the Brazilian government has been ainglye privatization of airports or granting ofints for private concessionaries to operate cuy
existing airports or expansions of those airpohtsJanuary 2011, Mrs. Dilma Roussef, the newlytel#®razilian president, announced that she intéw
privatize certain Brazilian airports. Although sutigasures may serve as a potential positive catalyeatcelerate investments in airport infrastrustuve
are unable to foresee the effects of any such messn our business and results of operations.

In March 2011, the Civil Aviation Secretargécretaria de Aviacdo Ciyjlor SAC, was created to supervise civil aviatiorBrazil. The Civil Aviatiot
Secretary oversees the ANAC and INFRAERO and repaestly to the Brazilian President. We are unabléot@see how SAC will act as a regulato
Brazilian civil aviation and as its main policy aggnin the event SAC changes current policies aratér ANAC and INFRAERO to do so it may adver
affect our operations.

Changes to the Brazilian civil aviation regulatorgnfrework may change the competitive dynamics of industry and may adversely affect
operations, see “~We operate in a highly competitindustry.”

The airline industry is particularly sensitive tohanges in economic conditions and continued negateconomic conditions would likely continue
negatively impact our results of operations and aalility to obtain financing on acceptable terms.

Our operations and the airline industry in genaralparticularly sensitive to changes in econoroiwitions. Unfavorable general economic condit
such as higher unemployment rates, a constrairestitanarket and increased business operating oetsreduce spending for both leisure and bus
travel. Unfavorable economic conditions can afapdct our ability to raise fares to counteractaéased fuel, labor, and other costs. Any of thastof:
may negatively impact our results of operations.

Unfavorableeconomic conditions, a significant decline in dethfor air travel, or continued instability of theedit and capital markets could also re
in pressure on our borrowing costs, operating tesand financial condition and would affect ourwtio and investment plans. These factors could
negatively affect our ability to obtain financing acceptable terms and our liquidity generally.
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Technical and operational problems in the Braziliaaivil aviation infrastructure, including air traffic control systems airspace and airpo
infrastructure may have a material adverse effect our business our results of operations and our strategy.

We are dependent on improvements in the coordimatiml development of Brazilian airspace control @ngbrt infrastructure, which, mainly due to
large growth in civil aviation in Brazil in recenegrs, require substantial improvements and govarhimeestments. This is further emphasized bynibex
for additional infrastructure investments in thetext of the Soccer Confederations Cup (2013) andd\@up (2014) and the Summer Olympics (201
Brazil. Infraero has announced a list of investra@mimajor Brazilian airports of approximately R$bilion to be implemented between 2011 and 2014.

If the measures taken and investments made by #mliBn government and regulatory authorities dbpmove sufficient or effective, air traffic conty
airspace management and sector coordinattated difficulties might reoccur or worsen, whictight have a material adverse effect on our bgsineu
results of operations and our growth strategy.

We operate in a highly competitive industry.

We face intense competition on domestic routes ariBfrom existing scheduled airlines and charidings and potential new entrants in our mar
In addition to competition among scheduled airlc@mpanies and charter operators, the Brazilianneirindustry faces competition from groi
transportation alternatives, such as interstatesu¥Ve may also face competition from internati@dines as they introduce and expand flightsseetr
Brazil, other South American and Caribbean destinatio

Our existing competitors or potential new entrants the markets in which we operate have in the pad may again undercut our fares, incr
capacity on their routes in an effort to incredseirtmarket share or attempt to conduct low-faréoarcost airline operations of their own, emulating
strategy. In any such event, we cannot assurehaiwur level of fares or passenger traffic woubd be adversely affected and would not have aerae
impact on our business and results of operatiotisatrour competitive advantage would not be reduce

In 2010 ANAC approved the deregulation of internagicairfares for flights departing from Brazil teet).S. and Europe, gradually removing the |
minimum fares. In addition, in 2010 the National/iCAviation Council Conselho de Aviacdo Ciyjilor CONAC, approved the continuity of bilate
agreements providing for open skies policies wititeo South American countries and a new open glaésy with the United States and began negotia
for an open skies policy with Europe, which we etpeill be concluded this year. These regulatimsease competition in the market and may nedg
affect our results of operation.

Until 2010, landing fees charged in Brazilian aitpavere standard in all airports independent ofthwrethey were busy or not. In February 2011, a
context of measures to increase the viability gb@its for privatization, the Brazilian governmennhaunced that it will increase landing fees atlibsies
airports as compared to less busy airports. Asatiesecondary airports may benefit in light of thifferences in fees for the airlines that chadoseperat
in these airports. Changes in landing or other fie@g provide other market players with a cost acvgatand negatively affect our competitive posiaon
results of operation.

Changes in regulation may affect the competitivanade. We cannot foresee the effects of changesgulation on the competitive environment ol
and our industry. See “~Changes to the Braziliarl awiation regulatory framework may adversely affear business and results of operations” above.

In addition, as a result of the competitive envinemt there may be further consolidation in the Biaziand global airline industry, whether by me
of acquisitions, joint ventures, partnerships oategic alliances. We cannot predict the effe€fsidher consolidation on the industry and, to éx¢ent the
we act as a consolidator, we may not be able téeimg@nt our growth strategy or make use of synergi@sscosts may increase and our operational effixy
may be reduced. In the event we do not act as sotidator our competitors may increase their seal may have a competitive advantage over us, !
would negatively affect our business and resultspafrations.
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A failure to successfully implement our strategy wdiiarm the market value of the ADSs and our prefadrghares.

Our strategy involves capitalizing on our strongrkea position in Brazil and Latin America with thegghest number of routes at the most impo
airports in Brazil, our consolidated flight networdtr e-commerce platform and o8miles mileage program, to increase our penetration lofravele
segments.

Slots at Congonhas Airport in S&o Paulo, the mopbimant airport for our operations, are fully w#d. The SantoBumont airport in Rio de Janeirc
highly utilized airport with halfiourly shuttle flights between S&o Paulo and Ridateeiro, has certain slot restrictions. SevetaBrazilian airports, ft
example the Brasilia, Campinas, Salvador, Confins $&m Paulo (Guarulhos) international airports, hiwéted the number of slots per day due
infrastructural limitations at these airports. Atgndition that would prevent or delay our accessitports or routes that are vital to our strafegyou
inability to maintain our existing slots, and obta@dditional slots, could materially adversely effeur operations. In addition, we cannot assboeg an
investments will be made by the Brazilian governmerihe Brazilian aviation infrastructure to permitapacity increase at busy airports and consey
additional concessions for new slots to airlines.

Our strategy involves developing new products aunsinesses in order to increase our ancillary reserand therefore our total net revenues.
condition that would prevent or delay our abilitydevelop such additional revenue sources mayfiigntly impact our operating margins. In additi@
large portion of such ancillary revenues reliesdereloping partnerships to sell products throughescommerce platform and on our flights. We do
have any experience in the operation of these bssas and if any of our partners fails to propaeljver products or services it offers, our bramghutatiot
and results of operations may be significantly askely impacted and we may be exposed to contingsmneith regard to those activities.

We have significant recurring aircraft lease costand we will incur significantly more fixed costs thaould hinder our ability to meet our strateg
goals

We have significant costs, relating primarily tases for our aircraft and engines, of which ledse82 aircraft have floatingate rent payments bas
on LIBOR or U.S. interest rates. As of December2f11,0, we had commitments of R$16.4 billion to pusehadditional Boeing 73800 Next Generatic
aircraft, based on aircraft list prices, althoulgé &ctual price payable by us for the aircraft bdllower due to supplier discounts. As of Decandie 201C
we had R$3.4 billion in longerm indebtedness, excluding our perpetual bondseramount of R$297.9 million. We expect that wil wcur additiona
fixed obligations and debt as we take deliveryhefnew aircraft and other equipment to implementstnategy.

Having significant fixed payment obligations could:

e limit our ability to obtain additional financing support expansion plans and for working capital @tier purposes;

e divert substantial cash flow from our operationseovice our fixed obligations under aircraft opieigaleases and aircraft purchase commitments;

if LIBOR or U.S. interest rates increase, requireéouimicur significantly more lease or interest exggethan we currently do; and
e limit our ability to plan for or react to changesdur business and the airline industry and to ggmeonomic conditions.

Our ability to make scheduled payments on our figbligations, including indebtedness we will incwill depend on our operating performance
cash flow, which will in turn depend on prevailiegonomic and political conditions and financialmgetitive, regulatory, business and other factorany
of which are beyond our control. In addition, atility to raise our fares to compensate for amaase in our fixed costs may be adversely affelsyedny
imposition of fare control mechanisms by the Braumiltivil aviation authorities.
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Agreements on a common approach between export cragéncies of the United States and the European Wnan offering export credits fc
commercial aircraft are likely to increase our airaft financing costs.

The Export-Import Bank of the United States (“Ex-Bank”) has recently agreed on a common approach Rittopean exportredit agencies ¢
offering export credits for commercial aircraftmang other things, the new Sector Understanding»guort Credits for Civil Aircraft (the “ASU”sets fortl
minimum guarantee premium rates applicable to &iratelivered on or after January 1, 2011, or urfiter contracts entered into after April 30, 20
While subject to modification, the exposure feeisl iy us on applicable aircraft are likely to inase. The amount of any such increase will depend thx
credit risk assigned to us by the participatingogipgencies pursuant to the protocols of the ASUaddition, we will no longer be able to finance
amortization payments of loans guaranteed byrEBank with SOAR loan facilities. These developmerts likely to increase our financing costs and
negatively affect our results of operation and anedit rating, which would further negatively affeur financing costs.

We may have to use our cash resources to finan@®dion of our firm purchase order aircraft. We nyanot have sufficient cash resources to do so.

We currently finance our aircraft principally thighuoperating leases. As a result of our 100 fitncpase orders for Boeing 7800 Next Generatic
aircraft outstanding as of December 31, 2010, weeeixto own a larger portion of our fleet as wslicantinue to lease aircraft through principallgdaern
operating leases. The firm purchase orders repressignificant financial commitment for us. Wavk in recent years financed and intend to con
financing our new Boeing 737-800 NG aircraft witlt@mmitment we received from the Ex Bank providing guarantees covering 85% of thereg
purchase price for the firm purchase order aircréifthile we expect that the guaranty from the ExBamk will help us in obtaining lowest financing fc
the purchase of the firm purchase order aircradtnvay be required to use our own cash resourceébdaemaining 15% of the aggregate purchase foi
the firm purchase order aircraft. As of DecemberZ110, we had R$2.0 billion of cash, cash equivaleshortterm investments in overnight deposits
deposit certificates of highlsated Brazilian banks and marketable securitieshimaBrazilian government bonds. If the value oruldjty of thes
investments were to decrease, or we do not havieisaf cash resources, we may be required to malif aircraft acquisition plans or to incur higltlear
anticipated financing costs, which would have aweaske impact on the execution of our strategy aminess and could have an adverse impact ¢
results of operations.

Substantial fluctuations in fuel costs or the unaiability of fuel would harm our business.

Historically, international and local fuel priceave been subject to wide price fluctuations basedewpolitical issues and supply and demand.
costs, which at times in 2007 and 2008 were abfislly high levels, constitute a significant port of our total operating expenses, accountingB3fa%
of our operating expenses for the year ended DeeeBih 2010. Fuel availability is also subjecpésiods of market surplus and shortage and is teffictoy
demand for both home heating oil and gasolinethénevent of an international or local fuel supgiyrtage, our fuel prices may increase. Althouglente
into hedging arrangements to reduce our exposufeetrice fluctuations and have historically pas®n the majority of fuel price increases by dtitjg
our fare structure, the price and future availgpiif fuel cannot be predicted with any degreeetainty. Our hedging activities or the extenbaf ability
to adjust our fares may not be sufficient to protecfrom fuel price increases.

Substantially all of our fuel is supplied by oneisze, Petrobras Distribuidora S.A. If Petrobrastiiisidora is unable or unwilling to continue topgly
fuel to us at the times and in the quantities watequire, our business and results of operatiangd be adversely affected.

Events resulting from prolonged instability in thiéddle East or other oiproducing regions or the suspension of productipary significant produce
may result in substantial price increases, advexsbange rates, or the unavailability of adequapplies and adversely affect our profitability.dddition
the same effect may be caused by natural disastesther large unexpected disrupting events inorgiwith significant consumption of other ene
sources. No assurances can be given about trefidsl iprices, and average fuel prices for the 2ftichl year or for future years may be significgritighel
than current prices.
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We rely on one supplier for our aircraft and engise

One of the key elements of our current businesdegly is to save costs by operating a standardizechft fleet. After extensive research and asia
we chose the Boeing 737-700/800 Next Generatiomadirand CFM 56/B engines from CFM International. We expect to icwd to rely on Boeing al
CFM International into the foreseeable future. ither Boeing or CFM International were unable to perf its contractual obligations, we would hav
find another supplier for a similar type of aird¢raf engines.

If we had to lease or purchase aircraft from anosheplier, we could lose the benefits we deriwerfrour current fleet composition. We cannot as
you that any replacement aircraft would have thraesaperating advantages as the Boeing 74B¥800 Next Generation aircraft or that we coelaske ¢
purchase engines that would be as reliable anciaifias the CFM engines. We may also incur subiatdaransition costs, including costs associatéth
retraining our employees, replacing our manualsaapting our facilities, to the extent that suobts would not be covered by the alternate supp{tan
operations could also be disrupted by the failurmability of Boeing or CFM International to provideifficient parts or related support services timaly
basis.

Our business would also be significantly harmea dfesign defect or mechanical problem with the Bp&iB7700/800 Next Generation aircraft or
CFM engines used on our aircraft were discoveragsing our aircraft to be grounded while any sudecieor problem is being corrected, assuming ita
be corrected at all. The use of our aircraft cdaddsuspended or restricted by the ANAC in the egéany actual or perceived mechanical, designtioe!
problems while the ANAC conducts an investigati@ur business would also be significantly harmethéf public avoids flying on our aircraft due tc
adverse perception of the Boeing 7810/800 Next Generation aircraft or the CFM enginesause of safety concerns or other problems, whe#al o
perceived, or in the event of an accident involMatgeing 737-700/800 Next Generation aircraft or@éV engines.

When Boeing or CFM release new aircrafts or engine®place the Boeing 73/0/800 Next Generation aircraft or the CFM enginssd on ot
aircraft the market value of our aircrafts and eagimay decrease, which would negatively affectviiee of our assets and could result in us reng
impairment charges.

We may be unable to maintain our company culture@g business grows.

We believe that our growth potential and the maiatee of our resultgriented corporate culture are directly linked tor eapacity to attract a
maintain the best professionals available in theiBaa airline industry. We are dedicated to pding professional, higlquality service in a positive wc
environment and finding innovative ways to impraug business. We place great emphasis on thetiselend training of enthusiastic employees
potential to add value to our business and who elie\e fit in with and contribute to our companytate. As we grow domestically and internationallye
may be unable to identify, hire or retain enougbpbe who meet these criteria, or we may have teudintaining this company culture as we bec
larger. Our company culture is crucial to our bass plan, and failure to maintain that culturddagversely affect our business and results ofaijoms.

We rely heavily on automated systems to operateluginess and any failure of these systems could harm oursimess.

We depend on automated systems to operate ourdsssiimcluding our computerized airline ticket sadgstem, our telecommunication systems
scheduling system and our website. Our websitetiakdt sales system must be able to accommodaighavolume of traffic and deliver important fli¢
information. Substantial or repeated website eficdales, scheduling or telecommunication systenhsrés could reduce the attractiveness of ourices
and could cause our customers to purchase tick@tsdnother airline. Any disruption in these sgstecould result in the loss of important data, éase ot
expenses and generally harm our business.

We rely on maintaining a high daily aircraft utiliation rate to increase our revenues and reduce gosts. High aircraft utilization also makes
vulnerable to delays.

One of the key elements of our business strategy msaintain a high daily aircraft utilization ratéligh daily aircraft utilization allows us to gemate
more revenue from our aircraft and dilute our fbabts, and is achieved in part by operating witltkgturnaround times at airports so we can fly &
hours on average in a day. Our rataiofraft utilization could be adversely affecteddyumber of different factors that are beyondammtrol, including
among others, air traffic and airport congestiaveaise weather conditions and delays by thiady service providers relating to matters sucfuabng ant
ground handling.
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High aircraft utilization increases the risk thiaaun aircraft falls behind schedule during the dagpuld remain behind schedule during the remetirai
that day and potentially the next day, which casuitein disruption in operating performance, leadin passenger dissatisfaction related to delay
cancelled flights and missed connections, which megatively affect our reputation, results of ofieraand the market price of our ADSs and prefe
shares.

Temporary or permanent shortages of skilled labor,mismanagement of our scheduling systems, couftupt our business.

Our business depends significantly upon the aviithabf skilled labor, including hiring, trainingnd retaining qualified pilots, qaitots and other ke
employees. We may not be able to compete for gkilbor with airlines in other growing markets,dmmestically and may be unable to hire or retaiots
and other key crew members. Training a pilot rezgimany years of extensive flight hours, includingignificant amount of hours in flight simulatolfsour
pilots or key crew members leave our company we m@ybe able to find suitable replacements, loging investment in training and increasing
probability of disruptions in our business causgdliortages of skilled labor.

In addition, restrictions on flight hours for ouigts and crew members or mismanagement of ourdsdimg systems in light of our high daily airci
utilization rate may cause temporary shortageskifed labor and could disrupt our business, hamwm eputation and adversely affect our resuli
operation.

The airline industry is dynamic and volatile and oweputation, financial results and the market price of our AD$8d preferred shares could
harmed by events out of our control

Accidents or incidents involving our aircraft couttolve significant claims by injured passengard athers, as well as significant costs relatethé
repair or replacement of a damaged aircraft aneiitgporary or permanent loss from service. Weegaired by ANAC and lessors of our aircraft unden
operating lease agreements to carry liability iaeae. Although we believe we currently maintaability insurance in amounts and of the type gdhy
consistent with industry practice, the amount afhsaoverage may not be adequate and we may bedftocbear substantial losses in the event «
accident. Substantial claims resulting from aridett in excess of our related insurance coveragddivharm our business and financial results. dose
any aircraft accident or incident involving ourcaaft, even if fully insured, or an accident origent involving Boeing 737 Next Generation aircraftthe
aircraft of any major airline could cause negaiblic perceptions about us or the air transpostesy, which would harm our business and resu
operations as well as the market price of our AB&$ preferred shares.

We may also be affected by other events that affagel behavior, such as the potential of epidsroicacts of terrorism. These events are out t
control and may affect us even if occurring in neaskwhere we do not operate and/or in connectidim ether airlines. For example, in the second tguan
2009, there was an outbreak of the H1N1 virus whiath an adverse impact on global air travel andwroperations to and from Argentina. In additiim
the past there have been concerns about outbregkstential outbreaks of other diseases, such & dlu and Severe Acute Respiratory Syndrom
SARS, which had an adverse impact on global airetraAny outbreak of a disease that affects tréedlavior could have a material adverse impact
and the trading price of shares of companies intbedwide airline industry, including our ADRs apdeferred shares. Outhreaks of disease coul
result in quarantines of our personnel or an iitghib access facilities or our aircraft, which t@adversely affect our operations. The tradinigepol
shares of companies in the worldwide airline induate relatively volatile and investongérception of the market value of these sharetjdimg our ADS
and preferred shares, may also be negatively iragaeith additional volatility and decreases in piniee of our ADSs and preferred shares.
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Our ability to use tax loss carryforwards to offsetture taxable income is subject to limitation.

As of December 31, 2010, we had reported approein@®$1.6 billion of tax loss carryforward as a fesd the acquisition of VRG. Under Brazili
tax laws we may only use our tax loss carryforwtardffset taxes payable up to 30% of the taxabiditdfior each year. Thus, despite having balangdds:
carryforward we may have to pay higher taxes i @as reach the compensation limits for any givear yleat we are entitled to use under Brazilian savsl

Our controlling shareholder has the ability to diog our business and affairs and its interests cowlainflict with yours.

Our controlling shareholder has the power to, amathgr things, elect a majority of our directorsl atetermine the outcome of any action requ
shareholder approval, including transactions wéllated parties, corporate reorganizations, dispaosit and the timing and payment of any futuredéwvids
subject to minimum dividend payment requirementgdsed under the Brazilian corporation law. Althoygh are entitled to taglong rights in connectic
with a change of control of our company and you Wwive specific protections in connection with gactions between our controlling shareholder
related parties, our controlling shareholder mayehan interest in pursuing acquisitions, disposgjdinancings or similar transactions that cowdftict
with your interests as a holder of the ADSs ormreferred shares.

Risks Relating to the ADSs and Our Preferred Shares

The relative volatility and illiquidity of the Brafian securities markets may substantially limit yoability to sell the preferred shares underlyinbd
ADSs at the price and time you des

Investing in securities that trade in emerging ratgksuch as Brazil, often involves greater risk tingesting in securities of issuers in the Unigdtes
and such investments are generally considered tmdre speculative in nature. The Brazilian se@sitharket is substantially smaller, less liquidre
concentrated and can be more volatile than majmurges markets in the United States. Accordinglghough you are entitled to withdraw the prede
shares underlying the ADSs from the depositaryngttane, your ability to sell the preferred shaweslerlying the ADSs at a price and time at which
wish to do so may be substantially limited. Thisralso significantly greater concentration in Brazilian securities market than in major securitiegket:
in the United States. The ten largest companieseims of market capitalization represented 55.3%he aggregate market capitalization of
BM&FBOVESPA S.A. Bolsa de Valores, Mercadorias & FogI(“BM&FBOVESPA”") as of December 31, 2010. The top ten stocks mgef tradin:
volume accounted for 53.2%, 49.7% and 49.7% dfledres traded on the BM&FBOVESPA in 2008, 2009 arid 2fespectively.

Holders of the ADSs and our preferred shares may rexteive any dividends.

According to our bylaws, we must pay our shareholders at least 258ti0&nnual net income as dividends, as determindddjusted under Brazili
corporation law. This adjusted income may be adipéd, used to absorb losses or otherwise apptegdrias allowed under the Brazilian corporationaae
may not be available to be paid as dividends. Vdg not pay dividends to our shareholders in antiqudar fiscal year if our board of directors detémes
that such distributions would be inadvisable inwif our financial condition.

If you surrender your ADSs and withdraw preferred skey you risk losing the ability to remit foreign currecy abroad and certain Brazilian te
advantages.

As an ADS holder, you benefit from the electrordceign capital registration obtained by the custadbr our preferred shares underlying the AD¢
Brazil, which permits the custodian to convert darids and other distributions with respect to theggured shares into ndrazilian currency and remit t
proceeds abroad. If you surrender your ADSs aritidraw preferred shares, you will be entitled tatoaie to rely on the custodianklectronic foreig
capital registration for only five business dayanirthe date of withdrawal. Thereafter, upon tlepdsition of or distributions relating to the preéal share
you will not be able to remit abroad non-Brazilianrency unless you obtain your own electronic fgmeiapital registration.
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If you attempt to obtain your own electronic foreigapital registration, you may incur expensesuffies delays in the application process, which d
delay your ability to receive dividends or disttloms relating to our preferred shares or the retfryour capital in a timely manner. The depoyit®a
electronic foreign capital registration may alscaolgersely affected by future legislative changes.

Holders of ADSs may be unable to exercise preemptigits with respect to our preferred shares.

We may not be able to offer our preferred shareld.& holders of ADSs pursuant to preemptive rigitented to holders of our preferred share
connection with any future issuance of our prefitslares unless a registration statement unde3eberities Act is effective with respect to suchferrec
shares and preemptive rights, or an exemption frenregistration requirements of the Securitiesifetvailable. We are not obligated to file a ségitior
statement relating to preemptive rights with respeour preferred shares, and we cannot assur¢hgduve will file any such registration statemeHtsuct
a registration statement is not filed and an ex@&ngtom registration does not exist, The Bank ofM\¥ork Mellon, as depositary, will attempt to stk
preemptive rights, and you will be entitled to rigeethe proceeds of such sale. However, thesaenptdee rights will expire if the depositary doest sell
them, and U.S. holders of ADSs will not realize &ajue from the granting of such preemptive rights.

ITEM 4. INFORMATION ON THE COMPANY
A. History and Development of the Company
General

The Registrant was formed on March 12, 2004 sscéedade por a¢desa stock corporation duly incorporated under thwesl of Brazil with unlimite
duration. The Registrant’'s material assets comdighe shares of VRG, three offshore finance sulsis, cash and cash equivalents and dbort-
investments. The Registrant owns all of VRG’s shaegsept for shares held by members of VR®bards of directors for eligibility purposes. r
principal executive offices are located at Praca &utante Linneu Gomes, S/N, Portaria 3, Jardim AetopCEP: 046220, S&o Paulo, SP, Brazil, :
our general telephone number is +55 11 2128-400(& telephone number of our investor relations depnt is +55 11 2128700. Our website addres
www.voegol.com.br. Investor information can berfdwn our website www.voegol.com.br/ir. Informatioontained on our website is not incorporate
reference in, and shall not be considered a pathisfannual report.

Capital Expenditures
For a description of our capital expenditures,tsgdew “Item 5. Operating and Financial Review andspects—Liquidity and Capital Resources.”
B. Business Overview

We are one of the largest low-cost low-fare aigimethe world, according to IATA, in terms of pasgers transported in 2010, and the largestdosv-
low-fare airline in Latin America providing frequieservice on routes connecting all of Brazithajor cities and from Brazil to major cities inuBo Americ:
and select touristic destinations in the Caribbe®ith our young and standardized operating fleetld® Boeing 737 aircraft, we serve the r
comprehensive network of any airline in the Branilggr passenger transportation market.

Since the beginning of our operations in 2001, aftordable, reliable and simple service and ouu$oon markets that were either underserved ¢
not have a lowefare alternative have led to a strong awarenessupfbrand and a rapid increase in our market sh#e. were the first company
successfully introduce lowest carrier industry practices and technologiekdtin America. We have a diversified revenue bagth customers rangil
from business passengers to leisure passengeediricgathroughout Brazil and other South American @adibbean destinations. Our strategy is to ine
the size of the market by attracting new passeraemsell as to diversify our revenue portfolio thgh our consolidated flight network, a modern aift
fleet, targeted marketing and our loyalty programiles (one of the largest loyalty program in Latin Aneeriwith more than 7.4 million members and n
than 180 partners), a variety of attractive angillausinesses such as our air cargo servieiqg), and through a variety of payment mechanismsydes
to make the purchase of our tickets easiecfstomers in lower income classes. Passengeptaaton revenues represented 89.9% and ancidamgnue
represented 10.1% of our net revenues of R$7.@miil 2010.
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In February, 2011, we offered approximately 90Qydfiights per day to 59 destinations connecting thost important cities in Brazil as well as
destinations in Argentina, Barbados, Bolivia, Chile]dBtbia, Paraguay, Uruguay and Venezuela and théol@zan region. We strategically focus on
Brazilian and South American markets, and will cond to carefully evaluate opportunities to contiguawing by increasing the frequency of flightsotar
existing highdemand markets and adding new routes in these tagffke example, in the Caribbean region), all ofakhcan be reached with our Boe
737 Next Generation (NG) aircraft.

Our Competitive Strengths

We Have a Strong Market Position Based on Slotshat Most Important Airports in Brazil. Since the VRG acquisition, we have been the canii
the most flights connecting the busiest airportBmzil: Congonhas (S&o Paulo), Santos Dumont andadGaRio de Janeiro), Juscelino Kubitsc
(Brasilia), Confins (Belo Horizonte) Salvador (BahRrto Alegre (Rio Grande do Sul), Recife (Pernambacd) Curitiba (Parand). Routes between 1
airports are among the most profitable routes inmarkets, with strong yields achieved mostly frbusiness travelers. In Congonhas, an airport i
restrictions, we have been the leading airlineeims of the number of departures for these roles 2008.

We Keep Our Operating Costs LovDur operating expense per available seat kilom@a&SK) exfuel for the year ended December 31, 2010
R$8.76 cents. We believe that our CASK for the yated December 31, 2010, adjusted for the avenamgéer of kilometers flown per flight, or adjus
by stage length, was over the year the lowestdérdtimestic market and among international tmst carriers, based upon our analysis of datactelli fron
publicly available information. Since 2008, we mgea to reduce our CASK and CASK el by 12.8% and 6.8%, respectively. Our busimasslel i
based on innovation and best practices adoptedgmie our operating efficiency, including:

e  Operation of a young and standardized fleAt. December 31, 2010, our operating fleet of 110iBgp& 37 aircraft was one of Latin Amerisa’
largest and youngest fleets, with an average agebgfears. We plan to continue keeping our operatiegt £xclusively comprised of Boeing 737-
800 and 737200 NG aircraft. Having a standardized fleet reduioventory costs, as it requires fewer sparespantd reduces the need to train
pilots to operate different types of aircraft. also simplifies our maintenance and operations geees. We had 100 firm purchase ol
outstanding as of December 31, 2010, to be deliventil 2017, purchase rights for 10 additional Bge737 NG aircraft and purchase option:
40 additional Boeing 737 NG aircraft. We expecb&able to further decrease the age of our flewt,therefore increase efficiency and bt
control maintenance costs. We have already annduheeearly return of 2 Boeing 7800 aircraft to a leading aircraft leasing compddgtil we
are able to return the 4 remaining aircraft we agiign them to revenue generating uses to retlaoddasing costs.

e  State of the art maintenanc&Ve carry out heavy maintenance on our Boeing 73fadirinternally at our Aircraft Maintenance Centdrthe
Tancredo Neves International Airport located in Qusif in the State of Minas Gerais. We use thislifacfor airframe heavy checks, li
maintenance, aircraft painting and aircraft interefurbishment. We started the first of a tatage expansion project in 2008, when the fadilig
a capacity to service 60 aircraft. The secondestags inaugurated in March 2010 and we now haweah ¢apacity to perform full maintenal
services for more than 120 Boeing 737 aircraft mary With our system of phased maintenance foBoging NG 737-700 and 73800 aircraf
fleet, we are able to perform maintenance workeder without sacrificing aircraft revenue timegdagthedule preventive maintenance with r
regularity and around the utilization of our aiftravhich further dilutes fixed costs. We are asfethe few airlines in the world that takes
advantage of the Boeing 737 NG phased maintenanimsgbhy, supported by extensive investments wes lmade in human resources, mate
tools and equipment. We are currently seekingicatibn by the Federal Aviation Administration (FA\Ahe U.S. civil aviation regulatory agen
that will allow us to undertake maintenance foeinational airlines as well.
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We Stimulate Demand for Our ServicelVe believe that through our differentiated serviaescreate demand for air travel services. Wetifyeand
stimulate demand among both business and leiswsepgers for air travéhat is safe, convenient, simple and a reasonaidgg alternative to tradition
air, bus and car travel. By combining low fareshwsimple and reliable service, we have successfoifyroved our brand awareness, product qu
punctuality and regularity as well as strengthenestomer loyalty and are attracting new groupsiofiravelers in our markets. We estimate thai
average, approximately between 5% and 10% of themers on our flights are either first-time flyershave not flown for more than a year.

We Have a Strong Brand RecognitioriVe believe that the Gol brand has become synonymithsinnovation and value in the airline industr@ui
customers identify Gol as being safe, accessibtndly, fair, intelligent and reliable and distirigh Gol in Brazils domestic airline industry on the basi
its modern and simplified approach to air travelvees. OurSmiles and Gollog brands and ouwww.voegol.conwebsite provide valuable custor
recognition in various businesses and create aftoddrand diversification for us. Our Varig braimwidely known in the Brazilian and Latin Americ
markets in which we operate.

We have one of the Largest Loyalty Program in La#hmerica Since the VRG acquisition, we have a loyalty progf&mile$, which is available 1
all our passengers and which we consider a strelagjonship tool. Th&miles loyalty program serves as a source of revenuadpas it enables us to !
miles directly to corporate clients for marketingrjposes or utilize them for daranded credit cards. It supports partnershiph wiore than 180 partne
including hotel chains, car rental companies, tesafats, insurance companies, publishers and schadlsiso forms the basis for partnerships withesol
Brazil and South America’s largest banks and crehitl companies. The Smiles loyalty program had @vemillion members at December 31, 2010.

We are one of the largest@mmerce companies in BrazilOur effective use of technology helps us to keepcosts low and our operations hig
scalable and efficient. We seek to keep our distion channels streamlined and convenient so ade our customers to interact with us via thetnet.
In 2010, we booked 88.1% of our ticket sales throagcombination of our website and application progning interface, or API, systems, 7.0% thrc
our call center and 4.9% through Global Distribat®ystem, or GDS. In addition, our customers catklin online and through wedrabled cell phone
As a result of our emphasis on low-cost distributiiannels, in 2010 we were one of the largesimmerce companies in Brazil and Latin America,
R$6.4 billion in net ticket sales through the intrrmore than any other airline and publicly-heldoenmerce company in Brazil. Our platform also
strong traffic statistics, with more than five nah visitors per month. We enjoy significant ceatiings associated with automated ticket sales;hwaiisc
makes the selection of travel options more converfir our customers. Our e-commerce platformtasting to allow us to cross-sell other travelatec
products to our customers.

We Have Proven ManagementOur top managers have broad experience in manyrseof the Brazilian economy, including air and grd
transportation, telecommunications and home appistand consumer products. This experience hpsdek to develop the most effective elements «
low-cost model and we expect will help us to furtbenetrate the Brazilian middle class and to geeexacillary revenues through Voe Facil and our ¢
commerce platform www.voegol.com.

We Have High Corporate Governance Standarddur corporate governance practices go beyond tbbseost issuers in the transportation indu
and emerging markets issuers, with the efficiemt active use of specialized committees with higialified professionals and senior managers thd
value to decisions made in the dayd@my management of our business. We have four @mtint board members, including the chairman ofboard o
directors. All members of our board of directoessé broad and internationally recognized skillghe areas of corporate finance, business managg
banking and in the transportation industry.

We Have a Strong Liquidity and Cash PositioWe believe that a strong liquidity and cash posii® key to our success. Our strong balance
increases our capacity to establish partnershggmtrate with suppliers and to mitigate impactéirdncial markets volatility on our results, toestgthen ot
financial resilience and to ensure the executioowfgrowth strategy. We have a strong balancetslespecially our cash and cash equivalents pno
which as of December 31, 2010 amounted to apprdgisn@8.3% of our trailing twelve monthget operating revenues. We are also committedbt
having any significant financial debt coming duehivi any threerear horizon. In this view we believe that a stygnbalance sheet, combined with
operating cash flow generation will further improwar operating flexibility in order to allow us tapidly respond to market changes and to ex
opportunities.
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Our Strategies

Our strategy is to capitalize on our competitiveraadages while further strengthening our financésilience, based on four main strategic pill
increase passenger revenue, expand ancillary resefurther reduce costs and improve our finanesilience. In order to implement our strategie
intend to:

Capitalize on Our Strong Market Position in Brazil @hlLatin America We intend to capitalize on our strong marketitims with our high bran
recognition, the highest number of routes and feegies between the most important airports in Braril consolidated flight network and oBmiles
loyalty program and to increase penetration acatissegments of travelers. We will focus on Brariloperations and selected South American destir
that are, or we expect to become, profitable ahdnfo our flight network. In addition, we beliewbat the airline industry may experience fur
consolidation in the future and therefore partnipssiand alliances are key success factors. Inethifonment we intend play a leading role andnstiieer
our position as a long-term player.

Improve Operating Efficiency and Financial ResilienceContinuing to reduce our operating expense per @vailseat kilometer is key to increa
profitability. We aim to maintain our position ase of the lowest cost airlines in the world. Wiend to further reduce the average age of ourdiiielient
fleet, while optimizing the size of our fleet toseme high utilization rates. In 2010, our aircnatitization rate was 12.9 blodkeurs per day, compared
11.6 hours in 2009 and 12.1 hours in 2008.

We seek to continue to reduce our operating exppaseavailable seat kilometer by using our aircedficiently, concentrating on minimizing ¢
turnaround times at airports and maintaining a migimber of daily flights per aircraft. In 2010, wwested in several initiatives to reduce our CA&Kth
implementation of zero based budget methodologw(iith budgets are built from a zero base and aséth on the previous budget), shared servicesr
ACARS (Aircraft Communications Addressing and ReportBygstem) and improvements in our online chigclsystems. We will continue to utili
technological innovations wherever possible to cedour distribution costs and improve our operaéffgiency. We expect to benefit from economié
scale and reduce our average cost per availali&ikgaeter as we add aircraft to an establishatlefficient operating infrastructure.

We have a strong balance sheet and we seek tagounsly set financial targets in order to furtimapiove our financial resilience to support our gitt
strategy. We currently seek to maintain a caslitipnsequivalent to more than 25% of our net reveantecorded in the trailing twelveenth period, t
continuously improve debt ratios, deleverage olariz® sheet through the generation of operating ffas and extend our financial commitments, avog
significant debt maturities in a three-year range.

Expand Our Customer Baseln planning the growth of our business, we wilhtinue to select our routes and build the frequeaf our service bas
on the extent and type of demand in the areas we $& Brazil and South America. We are commit@gitoviding air travel to a wide range of travelt
We will continue to popularize air travel, makingwHare flights more accessible to a larger portionttef population, including all types of busir
travelers, including with the following measures:

e Stimulate DemandOur widely available service is designed to popeéaair travel and stimulate demand, particulargnf fareeonscious leisu
travelers and small-to misize business travelers who might otherwise useraltive forms of transportation or not travel bt &he Braziliar
middle class has grown significantly in the lasefiyears. According teundacgdo Getulio Vargaor FGV, and the Brazilian Geographical
Statistical Institutelfistituto Brasileiro de Geografia e Estatistjcar IBGE, the new Brazilian middle class with mdptincome between R$1,1
and R$4,854 has grown by 30 million, from 65 million 2003 to 95 million 2010. We will continue togwide our customers with low fe
alternatives and flexible payment mechanisms, sischebit payments, credit card installment paymants monthly installment payments in
form of direct credit. For example, oWioe Facil (“Fly Easy”) Program, which allows qualifying customers to pay dirline tickets in up 1
36 monthly installments as our Voe Gol Stores odendviarch 2011 in subway and bus stations andrdtigh traffic locations.
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Expand our network We will continue to carefully evaluate opportunities to tralmmand for leisure travel by offering more sedtower fare:
expanding flight frequencies on existing routes addingadditional routes that contribute to our networkl dor which we perceive a marl
demand in Brazil. In addition, by offering flightts selected South American and Caribbean destirsatidth connections integrated in our netw
we will create opportunities for incremental trafffeeding our network and increasing our overadidl factor and supporting our strateg'
expanding our network and stimulating demand farsauvices.

Overhubbing We estimate that between 35% and 40% of ourepasss are connecting flights and, as a resultmag expand our network
creating new direct flights between two given aitiavoiding the need to connect through a thirg dihis may also help us to increase our fli
and the number of passengers we transport desgpitent limitations on slot availability in Brazillsusiest airports.

Expand our partnershipsWe believe we have the best platform to expamdccastomer base in the markets in which we oper@ie standardize
services and lower fares attract leisure travdters all income levels, and with the integrationtioé Smiles loyalty program into our operations
intend to increase our penetration in the corpasatgment. In August 2009, we received our Intésnat Operating Safety Audit, or IOSA, airli
safety registration from International Air Transpéissociation, or IATA, and we believe this cer#tion, combined with the integration of
Smiles loyalty program into our consolidated flight netlkiomakes us the preferred Brazilian partner of majernational airlines operating in -
country, with which we do not compete on inter-deental routesUnder these partnerships, our customers are ahigetaniles accumulated un
the Smiles loyalty program to fly to destinations in North Anica, Europe and Asia. We intend to strengtheneaisting partnerships and bt
new ones with large international airlines in tbenf of codeshare arrangements to further increase our inienatfeeder network, load fact
and profitability. Since early 2010, we signed tiwgortant code share agreements, with Delta Amekiin April 2010 and with Qatar Airways
January 2011. In February 2011, we entered irsivadegic MRO (maintenance, repair and operatioaghership agreement with Delta Tech(
the maintenance division of Delta Air Lines, whighll provide overhaul service for approximately f@rcent of our CFM 56- engines
maintenance for parts and components on our fled8oeing 737NG aircraft, and also, consulting sersicelated to maintenance workfl
planning, materials and facility optimization arwbling support. Delta TechOps will also assist uthwur efforts to secure the FAA (Feds
Aviation Administration) Certification. In additionwe will assist Delta with certain line maintenargezvices for Delta aircraft with extenc
ground time in Brazil. We also seek to evaluatergaships with financial institutions, retail chatoeres, car rental and insurance companies
believe that these agreements will generate passang ancillary revenues by feeding our route astywstrengthening th&miles loyalty progran
and increasing traffic and sales through our e-ceramplatform.

Further Innovate, Establish and Increase Our AncillariRevenue BusinessesOur ancillary revenues are derived from outogamerce platfori
www.voegol.com.br an@ollog as well as ticket change fees, excess baggaggeshand other incidental services. We expect durgiiowth in thes
businesses, which will provide us with additioratenue at low incremental cost by:

Continuously innovating and introducing new businegsethe Brazilian marketWe have a strong track record of innovation antbihiction o
new business practices in Brazil. In June 2009intveduced the sale of beverages and food on biargl on board) in Brazil, providing a me
flexible and robust board service, which provedemely popular with our customers during the 269 phase. We plan to expand these sel
to more than 400 daily flights in 2011, generatargillary revenue without increasing our cost dtices or fare price. We are the first airline
Brazil to allow passengers to check-in entirely bybite phone and the first to permit chdoken domestic flights via iPhone for passengetbavil
checked baggage, simplifying customeraveling. We are continuously developing an ontagireless entertainment system which we expe
launch in the first semester of 2011, in ordernavjgle onboard entertainment which will be sponddrg large corporations, particularly from
media, entertainment and consumer segments. Wevéedhat integrating traveklated products through the combination of pasdigs, th
development of new products, oucemmerce platform (www.voegol.com) and Smiles, wél key to a faster increase in our ancillary rees:
We intend to provide comfort and convenience to dients by upgrading our current e-commerce ptatfinto a fullyintegrated portal th
provides a wide range of integrated travel-relgiezbucts to be charged in a single invoice. Wecarsstantly evaluatingpportunities, such

sales of travel insurance, marketing activities atiter services, which may help us to better chpitan the large number of passengers ol
flights and the high volume of customers usingwebsite.
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e  Focusing on express delivery servicdhroughGollog, our cargo transportation service, we make efficiese of extra capacity in our aircraft
carrying cargo. With a comprehensive service pbotfexpress delivery accounted for approximated@s2of our cargo revenue in 2010. ¢
express delivery products — Gollog VOO CERTO, Golo¢PRESS, Gollog DEZ HORAS and Gollog DOGnrere developed to meet grow
demand for door-taoor deliveries, defined deadlines and additionmlomal services. We intend to intensify our effoih the express delive
services by further strengthening our logisticsatslity, mainly by expanding our ground distributicvetwork and further intensifying ¢
commercial efforts. In September 2010, we openeehacargo terminal in the Congonhas airport in fheaf S&o Paulo. The new facilities are |
of our strategy of increasing Goll@tompetitiveness in addition to offering low coatsl attractive prices. Gollog currently has almid store:
covers more than 2,000 cities in Brazil and is alyemmong Brazil's leading logistics operators.

e Increasing market penetrationThe Voe Facilprogram allows select customers to pay for airtinkets in up to 36 monthly installments, v
interest. By increasing théoe Féacilprogram penetration we believe that we will beeabl stimulate demand for our tickets and bettifizatour
yield management system by selling seats whictedas statistical analyses, we would otherwise exquefly empty without the implementati
of the program. In December 2009, we opened tisé\five Facilstore located in Largo 13 de Maio, a Brazilian neddcome shopping regi
through which one million persons pass every dayjrg to increase our presence among Braziew middle class, offering air fares that
competitive with intercity bus fares. In March 20ide launched three small and low cost points tf gader the/oe Golbrand in main bus a
subways terminals (Itaquera, Sé and Luz) allowmstamers to not only be able to buy tickets, bsib & change and cancel their reservation:
obtain information, all of which with full customsupport.

Routes and Schedules

Our operating model is a highly integrated, mudtibub route network that is different from the pdorpoint model used by other logest carrier
worldwide. The high level of integration of flightat selected airports permits us to offer frequeab-stop flights at low fares between Brazithos
important economic centers and ample interconnegtibrough our network linking city pairs throughcembination of two or more flights with lit
connecting or stopver time. Our network also allows us to increageload factors on our strongest city pair roltgsising the airports in those cities
connect our customers to their final destinationkis strategy increases our load factor by aftrgatustomers traveling to secondary markets wiefeptc
pay lower fares even if this means making one arenstops before reaching their final destinati@etween 35% and 40% of our passengers connect
through one or more destinations before reachiag fimal travel destination. Our operating modébws us to build our flight routes to add dediois tc
cities that would not, individually, be economigalliable to serve in the traditional pointyp@int model, but that are feasible to serve whewpbki added ¢
additional points on our multiple-stop route netkvoiNVe do this by offering low-fare, early-bird, miinum stay or night (red-eye) flights to lowteaffic
destinations, which can be the first or last stopsur routes, allowing us to increase our airanéifization and generate additional revenues. Bgring
international flights to South American and Caribbéastinations, and with stops integrated in otwagk, we create opportunities for incrementalfica
feeding our network and increasing our overall |dactor and our competitive advantage and suppprtinr strategy of expanding our network
stimulating demand for our services.

We have been increasing the number of flights thtanough the major Brazilian airports and prudeatiyling more routes to Caribbean destinat
which we expect to give us additional growth oppoities in the Brazilian and international markétsaddition, we consider expanding to up to 30 piéd
new destinations in Latin America in regions witkdium density, represented by airports with a patpurh of up to 1 million within a 200 km radius.

As of March 2011, we offered over 900 daily flights59 destinations connecting the most importéfgscin Brazil as well as the main destinatior
Argentina, Barbados, Bolivia, Chile, Paraguay, Urug@oglombia, Venezuela and the Caribbean Region.

22



Services
Passenger Transportati

We recognize that we must offer excellent servicesur customers. Since April 2009, we have offd@ver priced seats to prigensitive leisut
travelers and more flexible tickets with higigmiles miles allocation to our corporate customers. & marticular attention to the details that heljpniake
for a pleasant, complication-free flying experierioeluding:

e ticketless travel,

e convenient on-line sales, check-in, seat assignarehflight change and cancellation services;

o online flight status service;

e web-enabled cell phone ticket sales and check-in;

o self check-in at kiosks at designated airports;

e designated female lavatories;

o friendly and efficient in-flight service;

e modern aircraft interiors;

e quick turnaround times at airport gates;

o free or discounted shuttle services between agortl drop-off zones on certain routes;

e buy on board services on certain flights;

e  Mobile check-in and boarding pass (100% paperleasding); and

e iPhone application for check-in, electronic boagdass an@milesaccount management.

We seek to achieve punctual operations, which &ggrimary importance to our customers. Accordingotir internal data, which are corrected
delays out of our control and pre-advised changdgght schedules, our average punctuality rate2fi 0 was 88.9%, as compared to 89.9% in 2009.

We experience greater passenger demand duringuthmar and winter vacation periods, in January anyg, Jespectively, and during the last 1
weeks of December, during the holidays season.

Smiles Loyalty Program.

We have a loyalty progransnile$, which we consider as a strong relationship toal which is available to all our passengers. Wenih to increas
the Smiles penetration through creating marketing initiatia@s! additional benefits to our customerg( double miles promotions and the launch of sé
miles redemption options, allowing our customersige part of their miles to complete the payment)dasing and establishing partnerships with afét
credit cards or using services and products aneaestablishments. There are four tiers in $uniles program Diamond Gold, Silver and Blug) anc
qualification for a particular tier is based on thédes flown. TheSmiles program serves as a source of revenue for us sweccan sell miles directly
corporate clients for marketing purposes or utililzem for cobranded credit cards. It maintains partnershipth \Wwbtel chains, car rental compan
restaurants, insurance companies, publishers drablscand also maintains a partnership with somigrafil and South America’largest banks and cre
card companies. We expect that, through theseegrattips, our customers could use their miles aatated under the Smiles program to fly to interorei
destinations in North America, Europe and Asiar &mample, in April 2010, we entered into a comr@rcooperation agreement with Delta Air Lir
which will allow for the integration of ouBmiles and Delta Air Lines’ Skymiles programs under aeebare agreement. In 2010, we implemente
technological platform using th@racle Siebel system which will allow us to linletloyalty programs of the companies with which vagéhpartnerships a
also optimizing control of miles issued. The Smiesgram had over 7.4 million members and more ft&hpartners at the end of 2010.
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Ancillary Revenues and Gollog Cargo Transportation

Ancillary revenues includes revenues from our Gplervices as well as baggage excess and tickagehees, buy on board and travel insur
revenues are an increasingly important part ofreuenues. The further development and growth ofGmllog services is part of our strategy.

We are constantly evaluating opportunities to gateeadditional ancillary revenues such as salesaw®l insurance, marketing activities and ¢
services which may help us to better capitalizéhenlarge number of passengers on our flights adigh volumes of customers using our website.

We believe that integrating travel-related produnt®ur ecommerce platform to be key to a faster increaseumancillary revenues. We intenc
provide comfort and convenience to our clients pgrading our current e-commerce platform into dyfiltegrated portal that provides a wide rang
integrated travel-related products to be chargealsingle invoice. In addition, we plan to inteégrtheSmilesandGollog platforms into our air travel por
to further provide convenience and simplicity to oustomers.

We make efficient use of extra capacity in the mgtwld of our aircraft by carrying cargo, throughr @argo transport service — Gollog. Goll®g’
success is the result of the unique service we offehe market: the Electronic Air Waybill thaarc be completed via the Internet. The Gollog sy
provides online access to air waybills and allowstamers to track their shipment from any compuwitiéh Internet access. Our 59 destinations throut
Brazil, South America and the Caribbean provide actesnultiple locations in the region. With oumpeaity of over 900 daily flights, operated by
aircraft, in addition to a fleet of 360 vehicless wan guarantee quick and reliable delivery. Rgekare shipped in the freighthold of our passeaigeraft.

Aircraft Fleet

On December 31, 2010 we had an operational fleétldfoperational aircraft and a total fleet of 128e expect to have 115 aircraft in our opere
fleet by the end of 2011.

The following table sets forth the composition of dieet at the dates indicated:

At December 31

Operating Fleet Seat$?

200¢ 201(
B737-300 141 3 -
B737-700 NG 144 43 4C
B737-800 NG 177 18 15
B737-800 NG Shor-Field Performanc 187 44 5E
B767-300/20( 21¢€ - 4
Sub Total - 10¢€ 114

At December 31

Non-Operating Fleet Seatél) 200¢ 201¢
B737-300? 141 8 3
B737-700 NG® 144 - 2
B737-800 NG® 17 5 4
B767-300/204" 21¢€ 6 2
Sub Total — 19 11
Total — 127 12E

(1) As of December 31, 2010

(2) The three Boeing 737-300s excluded from our atmaval fleet but still part of the total fleet ayrounded and in the final stages of return. Tlaesaft are no longer in our total fleet for 2011.
(3) Includes new aircraft received from Boeing iaggts of technical acceptance and certificationspade aircrafts for our network

(4) One aircraft is sub-leased to an Americanrarind another is wet-leased to a Brazilian aiftindlights between Brazil and Angola.
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In line with our strategy of combining the renowatiof our fleet with disciplined growth in our seatpply, we concluded the following initiatives
2010:

e Return of eleven Boeing 737-300s (three of whichgaoeinded and in the final stages of redelivery)iegdlaced with brand new 7300 NGs, an
six Boeing 737-800s.

e Reactivation of five Boeing 767-300/200s, of whiclurfdor incorporation in the operating fleet forémational londaaul charter flights and o
for sub-leasing to a charter company in the Un8tates from January 2010 to the end of January.2011

At December 31, 2010, of our total 125 aircrafw@fe under operating leases and 39 under finaasede

The average age of our operating aircraft at Deeer®b, 2010 was 6.5 years. The average dailyatitin rate of our operating fleet in 2010 was
block hours (11.6 block hours in 2009).

Each Boeing 737 aircraft in our fleet is poweredtlwg CFM International Model CFM 56-7B22 engines or t@BM International Model CFM 56-
7B24 engines. All Boeing 737-800 NG Shéitld Performance are equipped with an upgradestiplug in each engine, which allows it to opeagtea CFN
56-7B27/B3 engine with 27.000 Ibs.

The following table sets forth our year-end pragelcbperating fleet through 2015:

Operating Fleet Plar 2011 201z 2012 201< 201¢

B737-700 NG 40 40 40 40 40
B737-800 NG * 75 79 81 85 91
Total 115 11¢ 121 12t 131

* Includes SFP aircrafts (Short Field Performance)

We will revise this fleet plan according to our egmations for the growth potential in the marketsvhich we operate.

The Boeing 737-700 Next Generation and Boeing 737M€% Generation aircraft currently comprising dleet are fuelefficient and very reliable
They suit our cost efficient operations well foe ttollowing reasons:

e they have comparatively standardized maintenangines;

e they require just one type of standardized traifiargour crews;

e they use an average of 7% less fuel than othenadti@f comparable size, according to Boeing; and
o they have one of the lowest operating costs irr tass.

In addition to being cost-efficient, the Boeing 7870/800 Next Generation aircraft are equipped waithanced technology that promotes flight stab
providing a more comfortable flying experience éorr customers. We use a single type of aircraftreserve the simplicity of our operations. Agsult
the introduction of any new aircraft type to oweft will only be done if, after careful consideoati we determine that such a step will reduce perating
costs. Most of our leased Boeing 737-800 Next Gaiugr aircraft are equipped with blended wingletd all Boeing 73800 Next Generation aircraft frc
our purchase order will be equipped with winglethjch reduce our fuel and maintenance costs. &Queréence with the new winglets has shown oper
fuel consumption reductions from 3% to 5%. In &ddi the winglets improve airplane performancemytakeeff and landing on short runways. The 1
Boeing 737-800 NG aircraft will be delivered withostifield performance (SFP) with technical modificagahat we expect to significantly improve fli
performance, the ability to operate non-stop fégheduce noise during take-off and to enable dly twith our Boeing 737800 Next Generation aircraft
the airport of Santos Dumont in Rio de Janeiro ngpmortant link to the most important routes in Brazil
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At the end of 2010, we leased 86 of our 125 aiterafler operating lease agreements that have aage/eemaining term of 85 months. We believe
leasing our aircraft fleet under operating leasesiges us wittflexibility to adjust our fleet size. We make mbiytrental payments, some of which
based on floating rates. We but are not requioechdake termination payments at the end of our featnder our operating lease agreements, we (
have purchase options and for some of our leaseagMts we are required to maintain maintenanegveesleposits and to return the aircraft and enigi
the agreed condition at the end of the lease téfithe to the aircraft remains with the lessor. ¥Afe responsible for the maintenance, servicirgyramce
repair and overhaul of the aircraft during the tefrthe lease. As of December 31, 2010, our opeydtases had terms of up to 144 months from #te d
delivery of the relevant aircraft.

At the end of 2010, we had 39 aircraft acquiredeunaur firm purchase order with Boeing under finafezse arrangements that had an aw
remaining term of 121 months.

Sales and Distribution

Our customers can purchase tickets directly fronthusugh a number of different channels, such asa@bsite including our Booking Web Servi
(BWS), our call center, at airport ticket countensgl,@o a lesser extent, GDS.

Our low cost low fare business model utilizes wibsicket sales as its main distribution channeleeglly in the local market. For the year er
December 31, 2010, 88.1% of our passenger revenesher directly to the customer or through traaggnts, were booked via the Internet, making &
of the worldwide industry leaders in this area.tHa same period, 7.0% of our passenger revenueshweked through call centers, airport sales g
and our BWS and 4.9% of our total sales were maaeigih the GDS, respectively.

Our customers can purchase tickets indirectly thinawavel agents, who are a widelged travel service resource in Brazil and South rikiagEurope
North America and other regions. For the year dridecember 31, 2010, travel agents provide us mithhe than 10,000 distribution outlets througl
these regions.

GDSs allows us access to a large number of toypisifessionals who are able to sell our ticketsust@mers throughout the globe, and enables
enter into interline agreements with other airlit@®ffer more flights and connection options to passengers and add incremental internationaépge
traffic, especially to our international network.

On October 21, 2009 we became an issuer of carddrfiversal Air Travel Plan, or UATP, a paymentwetk owned and operated by several for
airlines. UATP allows us access to a payment nétwadth lower costs than those offered by creditdsaand other means of payment. In addition,
UATP card issuer we are able to maintain a claskationship with our corporate customers.

Partnerships and Alliances

Our strong market positioning enables us to sufghssegotiate a number of arranged partnershifib supplementary major carriers worldwi
mostly in the form of code share agreements aratliné agreements. Strategically, the additioresgnger inflows generated from those partnerstiip
to improve revenues at low incremental costs.

At December 31, 2010, we had code share agreemht®merican Airlines, Delta Air Lines, Iberia, AFrance KLM, Aero Mexico, Copa Airlin
and, in January, 2011 we signed a code share agntemth Qatar Airways. We have a frequent flyiertietween ouBmiles program and the code sh
partners enabling travelers to accrue and rededss rhetween ouBmilesand each of the partners (however, the partnersripaot integrated ama
themselves). In addition, passengers are ablertnect with Gol operated flights within Brazil, mat&kd as a codghare partner flight. We intend to el
into similar agreements with other long haul agtirserving or intending to serve Brazil.

At December 31, 2010 we had interline agreements Wi airlines, including Korean Airlines, Emirata@slines, Avianca, Continental Airlines, Jaf
Airlines, TAP Air Portugal, and others. An intexi agreement is a commercial agreement betweevidodl airlines to handle passengers travelin
itineraries that require multiple airlines and wllits customers to utilize a single ticket, anaheck their baggage through to the customers diestination
Interline agreements differ from code sharing agwegs in that code sharing agreements usually teferumbering a flight with the airling’cods
(abbreviation) even though the flight is operatgdabother airline. This provides for better maihkgtand customer recognition of the links betweea
airlines.
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In February 2011, we entered into a strategic MR@irftenance, repair and operations) partnershipeaggat with Delta TechOps, the mainten:
division of Delta Air Lines, which will provide ovkaul service for approximately 50 percent of ourMCB6-7 engines, maintenance for parts
components on our fleet of Boeing 737NG aircraft alsd, consulting services related to maintenarmdflow planning, materials and facility optimizai
and tooling support. Delta TechOps will also asssstvith our efforts to secure the FAA (Federalaian Administration) Certification. In addition, weill
assist Delta with certain line maintenance sendoe®elta aircraft with extended ground time in Bta

An important element of our business strategy isdter to the corporate client. To further devetap business relationship with our corpo
customers, we have entered into partnerships withl lshains, rental car service and insurance gessito offer our corporate customers the convesier
the combination of transportation and accommodatioangements.

Pricing

Brazilian airlines are permitted to establish tlmim domestic fares without previous government aygr Airlines are free to offer price discount:
follow other promotion activities. Airlines musatlemit, 30 days after the end of each month, acfiletaining fares sold and quantity of passengearsdol
fare amount, for all markets. This file lists regufares and excludes all contracted, corporatepaivdite fares. The objective is to monitor therage
market prices. The procedure same applies forrnatemal fares. The only difference is that alkefasold for interline itineraries are also excluftedh the
file sent to ANAC.

Yield Management

Yield management involves the use of historicahdatd statistical forecasting models to produceMedge about our markets and guidance on he
compete to maximize our operating revenues. Miedthagement forms the backbone of our revenue gemesdrategy and is strongly linked to our rc
and schedule planning and our sales and distribmtiethods. Our yield management practices enabie react quickly in response to market chandges
example, our yield management systems are instiaininhelping us to identify the flight times angutes for which we offer promotions. By offer
lower fares for seats that our yield managemeritatels would otherwise remain unsold, we captuditiadal revenue and also stimulate customer deman

Maintenance

According to ANAC regulation, we are directly respiiite for the execution and control of all maintecs services performed on our aircraft.
maintenance performed on our aircraft can be divioido two general categories: line and heavy tea@nce. Line maintenance consists of rot
scheduled maintenance checks on our aircraft, divodupreflight, daily and overnight checks and any diagiossand routine repairs. All of our i
maintenance is performed by our own highly expeeeintechnicians at our line maintenance servicesosoughout Brazil and South America. We be
that our practice of performing daily preventativeintenance helps to maintain a high aircraft aation rate and reduces maintenance costs. |
maintenance consists of more complex inspectioms sanvicing of the aircraft that cannot be accost@d overnight. Heavy maintenance check
performed following a pre-scheduled agenda of may@rhauls defined by the aircraftmanufacturer, based on the number of hours @iddlflown by th:
aircraft. Our continued high aircraft utilizatioate will result in shorter periods of time betwéderavy maintenance checks for our aircraft in caispa tc
carriers with lower aircraft utilization rates. #udition, engine maintenance services are renderdifferent MRO (Maintenance, Repair and Operaij
facilities. We do not believe that our high aiftnatilization rate will necessarily result in timeed to make more frequent repairs to our aircgafen the
durability of the aircraft type in our fleet. Oaircraft are covered by warranties that have amaaeeterm of three to five years. The warrantiesha
aircraft we received in 2011 under our firm purehasder with Boeing will start expiring in 2015.

We internalized heavy maintenance on our Boeing &i8aft in our Aircraft Maintenance Center at thentredo Neves International Airport
Confins, in the State of Minas Gerais. We useftdity for airframe heavy checks, line maintenenaircraft painting and aircraft interior refuttisent.
We started the first of a twstage expansion project in 2008, when the facilagl a capacity to service 60 aircraft. The sesiade was inaugurated
March, 2010 and we now have a total capacity téopmrfull maintenance services for more than 120iBp&37 aircraft per year.
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With our system of phased maintenance for our Boblegt Generation 737-700 and 78@0 aircraft fleet, we are able to perform mainterawort
every day without sacrificing aircraft revenue tigued to schedule preventive maintenance with megelarity and around the utilization of our airt)
which helps to maintain high levels of block hopes day and reduces costs. We are one of the ifémea in the world that takes full advantage lof
Boeing 737 Next Generation phased maintenance ppitgs supported by extensive investments we madkuiman resources, material, tools
equipment.

We have also entered into a strategic MRO (maintanamepair and operations) partnership agreemehtdélta TechOps, the maintenance divisic
Delta Air Lines, in order to provide overhaul seevifor approximately 50 percent of our CFM B@&ngines, maintenance for parts and componentai
fleet of Boeing 737 NG aircraft and also, consultsegvices related to maintenance workflow plannimgterials and facility optimization and tool
support. Delta TechOps will also assist us with effiorts to secure FAA (Federal Aviation Administoa) Certification. In addition, we will assist Da
with certain line maintenance services for Deltarait with extended ground time in Brazil.

We have been certified by the ANAC under the Brazih@ronautical Certification Regulations to perforeatly maintenance services for third part
We expect to utilize this certification, a potehsaurce for ancillary revenues, now that the amsion of an additional maintenance facility haet
completed.

Fuel

Our fuel costs totaled R$2,287.4 million in 201(@resenting 36.4% of our operating expenses foy#ae. In 2010, we purchased substantially ¢
our fuel from Petrobras Distribuidora S.A., a resaibsidiary of Petrobras, principally under arviptane contract under which the supplier supplies éunc
also fills our aircraft tanks. In 2010, fuel prscender our contracts were set every 30 days and were composed of a varialedixed component. T
variable component is defined by the refinery aalfofvs international crude oil price fluctuationadathereal/lU.S. dollar exchange rate. The fi
component is a spread charged by the suppliersandually a fixed cost per liter during the termtted contract. We currently operate a tankeriraggan
under which we fill the fuel tanks of our aircraft regions where fuel prices are lower. We alsovigle our pilots with training in fuel managem
techniques, such as carefully selecting flightwadiés to optimize fuel efficiency.

Fuel costs are extremely volatile, as they areestittp many global economic and geopolitical factbiat we can neither control nor accurately pte
Because international prices for jet fuel are demaneid in U.S. dollars, our fuel costs, though plyabreais, are subject not only to price fluctuations
also to exchange rate fluctuations. We maintainehand foreign exchange hedging program, based pplicies which define volume, price targets
instruments for multirear periods, under which we enter into fuel andency hedging agreements with various counteggagroviding for price protecti
in connection with the purchase of fuel. Our hadgpositions cover shotérm periods, and are adjusted weekly or more #etiy as conditions requir
Our hedging practices are executed by our inteisklmanagement committee and overseen by thepdBkies committee of our board of directors.
risk policies committee of our board of directoreats quarterly or more often, if called, and itsmmasponsibilities are to assess the effectivenésai
hedging policies, recommend amendments when andewdygpropriate and establish its views regardirg) firice trends. We use risk manager
instruments that have a high correlation with thdarlying assets so as to reduce our exposurere@iare that all of our risk management instrumdse
liquid so as to allow us to make position adjustteemd have prices that are widely disclosed. & @void concentration of credit and product risKe
have not otherwise entered into arrangements toagtee our supply of fuel and we cannot provideiasse that our hedging program is sufficier
protect us against significant increases in theepof fuel. As of December 31, 2010, we had hed®j@d on average for our projected fuel requireméor
2011, 6% in average for our projected expenditimefereign currency and 39% for our financial leasércraft contracts. The fuel and foreign excle
expenditures hedges are based on call optionsharfihincial leases hedges are based on in futorgsacts.
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The following chart summarizes our fuel consumpton costs for the periods indicated:

Year Ended December 3:

200¢ 201(
Liters consumed (in thousanc 1,291,41; 1,465,29
Total cost (in thousand R$1,813,10 R$ 2,287,41
Average price per lite R$1.4( R$1.5¢
% change in price per litt (27.26 11.5C
Percent of operating expens 32.3% 36.4%

Safety and Security

Our most important priority is the safety of ouspangers and employees. We maintain our aircrafrict accordance with manufacturer specifica
and all applicable safety regulations, and perfosatine line maintenance every day. Our pilotsehextensive experience, with flight captains havimge
than 10,000 hours of career flight time, and wedcmh ongoing courses, extensive flight simulati@ining and seminars addressing the latest develop
in safety and security issues. We closely follbw standards established by the Air Accident PraweriProgram of the ANAC and we have installed
Flight Operations Quality Assurance System, whicximizes proactive prevention of incidents throtigh systematic analysis of the flight data recc
system. All of our aircraft are also equipped wilaintenance Operations Quality Assurance, a tesltdoting program that monitors performance
aircraft engine trends. The Brazilian civil aviatimarket follows the highest recognized safetyddaats in the world. We are also an active membére
Flight Safety Foundation, a foundation for the exwie of information about flight safety. In Jurfd®2, we created the office of Safety Officer wi
reports directly to our board of directors and vehogin goal is to oversee flight safety and redogctly to our highest management level.

Environmental Sustainability

We constantly invest in becoming more environméntaistainable and have recently implemented thewang actions:

Expansion of our Aircraft Maintenance Center at Tamcredo Neves International Airport located in Qusfin the State of Minas Ger
(completed in March 2010): we have reduced cosldnyeasing the need to fly our aircraft oversedsetserviced and we treat all of the efflu
generated in our facilities and reuse water.

We were the first Brazilian airline selected to jtfire Sustainable Aviation Fuel Users Group (SAFUB)jnternational aviation biofuel resec
group, and we participate in biofuel feasibilitgt® When these fuels are approved they will sakiatyy reduce green house gas emissions i
aviation industry. We also participate in the BrarilAlliance for Aviation Biofuels, which aims togmote public and private initiatives that s
the development and certification of sustainablefugls for aviation. In May 2010, in S&o Paulo, wasmed Abraba Alianga Brasileira d
Biocombustiveis de Aviag&oBrazilian Aviation Biofuels Alliance), composed ofrlaies and research of biofuels, biomass produegic
manufacturers aircraft companies.

We were one of Latin America’s first airlines toepent an emission control plan for the inventory tbé€ DEHST Deutsche
Emissionshandelsregisiera German authority responsible for monitoringssions and the clean development mechanism psofgdhe Kyot
Protocol. Based on this survey, we are able to degor emissions and develop plans to reduce them.

We have a partnership agreement with the Fuel anblo@zServices Division of GE Aviation, which envges the creation of studies and sys!
to reduce fossil fuel consumption and green hoasesgissions.

Our use of electrostatic painting has reduced airaveight by 300 kg and has also reduced the amaoilupaint used and emission of car
dioxide.
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e To provide a reduction in fuel consumption in gaihd therefore reduced emissions of GEEs emissieash of our flight crews follows an inter
procedure for the shutdown of one engine of therafir during taxi.

e  The GSE sector (Ground Support Equipment) of Maetee Line ordered 23 GPUs (Ground Power Unit aretd@y Unit of Soil), responsible 1
converting the mechanical energy generated bysed@ngine into electrical energy used to powerait on ground.

e We started using Aircraft Communications Addressing Reporting System, or ACARS, in 2010 and we exjpebtive the system implantec
all our fleet by 2012. ACARS provides real time fifiglata via satellite and allow us to better aptitgé maintenance needs, increasing flight s:
efficiency and gains of scale.

e We started using GPS Landing System in January 2080we expect to have the system implemented ioualfleet by the end of 2014. T
system reduces fuel consumption during take-offlanding, increases precision and safety.

e Inauguration of GOL Institute, a nonprofit assaoiat created to meet the demand for skilled labothe aviation sector. Its goal is to pron
technical education and training of professionalshie aviation industry, and contribute to the potion of socioeconomic development in E
Horizonte, as the Maintenance Center is the heatiyaaf the Institute.

o All waste of our offices and headquarters is resgcl
Insurance

We maintain passenger liability insurance in an amaonsistent with industry practice and we insureaircraft against losses and damages orathn
risks” basis. We are required by the ANAC to maintain iasae coverage for general liability against téstacts or acts of war with a minimum amour
US$800 million. We have obtained all insuranceecage required by the terms of our leasing agretsméie believe our insurance coverage is cong
with airline industry standards in Brazil and is apiate to protect us from material loss in ligitthe activities we conduct. No assurance cagiben
however, that the amount of insurance we carrylvélsufficient to protect us from material loss.

Competition
Domesti

Airlines in Brazil compete primarily on the basisrofites, fare levels, frequency of flights, capadiirport operating rights and presence, religbiif
services, brand recognition, frequent flyer proggand customer service.

Our main competitor in Brazil is TAM Linhas AéreadAS or TAM, which is a fullservice scheduled carrier offering flights on doticesoutes an
international routes. We also face domestic coitipetfrom other domestic scheduled carriers, regiairlines and charter airlines, which mainly &
regional networks.

As the growth in the Brazilian airline sector evalygie may face increased competition from our prynempetitors and charter airlines as we
other entrants into the market that reduce theasfto attract new passengers in some of our ngarket
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The following table sets forth the historical markbares on domestic routes, based on revenuengasdélometers, of the significant airlines in Bf
for each of the periods indicated:

Domestic Market Sharé?— Scheduled Airlines 2007 200¢ 200¢ 201(

Gol 43.0% 42.4% 41.7% 39.5%
TAM 48.8% 50.4% 45.4% 42.8%
Other: 8.2% 7.2% 12.9% 17.7%

Source: Advanced Comparative Data (Dados Comparativos Avars)&D07—2010

1) In October 2010, ANAC changed its aldtion method for monthly traffic information anepublished information for periods since Janu@9® All operating data for 2009 and 2!
reflects the new methodology, whereas informatmm2007 and 2008 was calculated pursuant to thenelthodology and may not be fully comparable. Adoay to ANAC, the changes we
designed to align data with the concepts adoptetheyCAO. The change was necessary because Brazjbimed the ICAQ’s statistical program and supptfes latters database with seve
industry data. Changes in the methodology refehéocalculation of ASK (seat supply) and the classifon of domestic legs in international flightghich are now considered to be part of
domestic market. ANAC has stated that it will repstbinformation for 2008 at a later date.

Until 2010, landing fees charged in Brazilian aitpavere standard in all airports independent ofthwdrethey were busy or not. In February 2011, a
context of measures to increase the viability gbaits for privatization, the Brazilian governmennaunced that it will increase landing fees athibsies
airports as compared to less busy airports. Asatresecondary airports may benefit in light of thifferences in fees for the airlines that chaoseperat
in these airports.

Domestically, we also face competition from grodrahsportation alternatives, primarily interstates ltompanies. In 2010, interstate bus comp
transported over 67 million passengers, accordindata from the National Ground Transportation Axye(Agéncia Nacional de Transportes Terresyres
and given the absence of meaningful passengesawiices in Brazil, travel by bus has tradition&léen the only low-cost option for lomtistance travel fc
a significant portion of Brazil’'s population. Welieee that our loweost business model has given us flexibility irtisgtour fares to stimulate demand
air travel among passengers who in the past haveled long distances primarily by bus. In patticuthe highly competitive fares we have offerec
travel on our night flights, which have often beemmparable to bus fares for the same destinatfens had the effect of providing direct competitfor
interstate bus companies on these routes.

Internationa

As we expand our international services in SoutheAca and the Caribbean, our pool of competitor$ indrease and we will face competition fr
Brazilian and South American airlines that are alyeastablished in the international market and fgaaticipate in strategic alliances and code sh
arrangements. In addition, n@&razilian airlines may decide to enter or incredssrtschedules in the market for routes betweeniBaazl other Soul
American and Caribbean countries.

Industry Overview

Since air transportation has historically beenrafible only to the higher income segment of Brazibpulation, resulting in a comparatively low [k
of air travel, we believe that the low-cost, Iéave business model has the potential to signifigancrease the use of air transportation in BraBtazil is
the fifth largest domestic aviation market in therld and, according to the ANAC, there were 58.5iamil domestic enplanements and 4.4 mil
international enplanements on Brazilian carrier8iiazil in 2010, out of a total population of appmogitely 190 million, according to IBGE. In contr.
according to the U.S. Department of Transportatibe,United States had 621 million domestic enpteer@s and 88.5 million international enplanemen
2009, out of a total population of approximatel831illion, based on the latest U.S. census estsnate

The business travel segment is the largest compaf@razilian air transportation demand and the tposfitable in the market. According to comp
data, business travel represented more than 63be dbtal demand for domestic air travel in 201Biclh we believe is significantly higher than thesimes
travel portion of domestic air travel in the glolaaiation sector. According to data collected fritta ANAC, flights between Rio de Janeiro and Sadd
accounted for 8.2% of all domestic passengers @920The ten busiest routes accounted for 1506%ll domestic air passengers in 2009, while #n
busiest airports accounted for 72.6% and 68.3%l aiomestic passenger traffic through INFRAERO aitpan terms of arrivals and departures in 2660
2010, respectively.
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In light of economic growth, the domestic markes Isggnificantly increased in the last years frommilion in 2003 to more than 98 million in 20:
according to FGV and IBGE, due to increased passenglemes and both the soccer confederations anddwaup scheduled for 2013 and 2C
respectively, in Brazil and the summer Olympics scited for 2016 in Rio de Janeiro, the Brazilian aitjifrastructure will need substantial improvensent

In 2009 the CONAC announced that it would proposthéoBrazilian Government a change to the regulaioriy of foreign ownership in Brazilie
airline companies from 20% to 49%. This proposayiine accepted by the Brazilian Government and be@odraft bill during 2011.

Since 2009, the Brazilian government has been ainglyie privatization of airports or granting ofints for private concessionaries to operate cuy
existing airports or expansions of those airpoutshas not yet made any formal announcementsigsdecision.

Brazilian Civil Aviation Market Evolution

Since 1970, Brazil has for the most part had stgfievth in revenue passenger kilometers. From 1872D09 domestic revenue passenger kilom
grew at a compound annual rate of 8.9% . In the Pagears, the domestic market generally experign@ar-overyear growth in revenue passer
kilometers except in times of significant economicpolitical distress, such as the petroleum ciiisithe 1970s, the Brazilian sovereign debt crigishie
early 1980s and the economic and political distiegrazil in the early 1990s.

From 2006 to 2010, the compound annual growth iraiedustry passenger traffic, in terms of domesticenue passenger kilometers, was 1t
versus a compound annual growth rate in availatdeistry domestic capacity, in terms of availablat délometers, of 16.4% . Domestic industry |
factors, calculated as revenue passenger kilometeaded by available seat kilometers, have avald&j9% over the same period. The table below s
the figures of domestic industry passenger traifid available capacity for the periods indicated:

200¢ 2007 200¢ 200¢ 201C
(in millions, except percentage:
Available Seat Kilometer 55,60¢ 64,597 72,84 86,47 102,03(
Available Seat Kilometers Grow 10.8% 16.2% 12.8% 18.7% 18.0%
Revenue Passenger Kilomet 39,80: 44.,44¢ 47,83¢ 56,86¢ 70,21(
Revenue Passenger Kilometers Gro 12.3% 11.7% 7.4% 18.9% 23.5%
Load Factol 71.6% 68.8% 65.5% 65.8% 68.8%
Source: ANAC, Dados Comparativos Avangados.
Note: In October 2010, ANAC changed its citian method for monthly traffic information anepublished information for periods since JanualyR2@\ll operating data for 2009 and 2!

reflects the new methodology, whereas informatmm2007 and 2008 was calculated pursuant to thenelthodology and may not be fully comparable. Adioay to ANAC, the changes we
designed to align data with the concepts adopteth®yCAO. The change was necessary because Brazjbimed the ICAQ'’s statistical program and suppties latters database with seve

industry data. Changes in the methodology refehéoctlculation of ASK (seat supply) and the classifon of domestic legs in international flightghich are now considered to be part of
domestic market. ANAC has stated that it will repstbinformation for 2008 at a later date.

In 2009 Brazil was the fourth largest market in detiterevenue passenger kilometers and, as compma2aD8, the second fastest growing market.
Regulation of the Brazilian Civil Aviation Market

The Brazilian Aviation Authorities and Regulationedview

Air transportation services are considered a pul#ivice and are subject to extensive regulatishraanitoring by the CONAC and the ANAC. .
transportation services are also regulated by tlilBan Federal Constitution and the Brazilian Aergdil Code. The Brazilian civil air transportat

system is controlled bgeveral authorities. The ANAC is responsible fa thgulation of the airlines, the DECEA is respolesfbr airspace control a
INFRAERO is responsible for airport administration.
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President of
Brazil

The following chart illustrates the main regulattigdies, their responsibilities and reporting limgthin the Brazilian governmental structure.

Ministry of Defense

Civil Aviation Secretary

Mattonal Crvil Aviation
Council (CONAC)

Aeronautics
High Command

Asrspace Control

Dept.
(DECEA)

Brazilian Airports
Infrastructure Board
(INFRAERQ)

Mational Civil
Avation Agency
(ANAC)

Aisrspace Control

Ajgrports Admimstration

Airline Regulation

In March 2011, the SAC was created to supervisé awation in Brazil. The Civil Aviation Secretary ersees the ANAC and INFRAERO and rep
directly to the Brazilian President.

The ANAC is currently responsible for guiding, plamm stimulating and supporting the activities efbfic and private civil aviation companies
Brazil, and also regulates flying operations getgrsid economic issues affecting air transportatieciuding matters relating to air safety, cectfiion an:
fithess, insurance, consumer protection and cotngepractices.

The Department of Air Space Contr@lgpartamento de Controle do Espaco Agrew DECEA, reports indirectly to the Brazilian Mster of Defens
which is responsible for planning, administratimgl @ontrolling activities related to airspace, a@natical telecommunications and technology. Timi$uide:
approving and overseeing the implementation of mgent as well as of navigation, meteorological aadar systems. The DECEA also controls
supervises the Brazilian Airspace Control System.

INFRAERO, a stateontrolled corporation reporting to the Civil Aviati Secretary, is in charge of managing, operatigcmntrolling federal airpor
including control towers and airport safety openasi. See “Airport Infrastructure” below.

The CONAC is an advisory body of the President of Bz its upper level advisory board is composethe Minister of Defense, the Minister
Foreign Affairs, the Minister of Treasury, the Mitér of Development, Industry and InternationaldEsahe Minister of Tourism, the Minister Chief bk
Civil Cabinet, the Minister of Planning, Budget andidgement, the Minister of Justice, the MinistefTodinsportation and the Commandant of the
Force. The CONAC has the authority to establistonaticivil aviation policies that may be adopted anforced by the High Command of Aeronautics
by the ANAC. The CONAC establishes guidelines retptio the proper representation of Brazil in convargi treaties and other actions relate
international air transportation, airport infrastiure, the granting of supplemental funds to beldeethe benefit of airlines and airports basedswategic
economic or tourismelated aspects, the coordination of civil aviatiair safety, the granting of air routes and cosicess, as well as permission for
provision of commercial air transportation services
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The Brazilian Aeronautical Code provides for the nrailes and regulations relating to airport infrasture and operation, flight safety and protec
airline certification, lease structuring, burdenidgposal, registration and licensing of aircrafew training; concessions, inspection and corfalirlines
public and private air carrier services; civil ligly of airlines; and penalties in case of infremgents.

In February 2009, the Federal Government approlvechéw Civil Aviation National PolicyRplitica Nacional de Aviagéo Ciyjlor PNAC. Althoug
the PNAC does not establish any immediate meaducentains the main guidelines for the nationall @viation system. It encourages the Ministr
Defense, CONAC and ANAC to issue regulations on gjratmatters such as safety, competition, environaleand consumersssues, as well as
inspect, review and valuate the activities of akb@mting companies.

The Brazilian government recognized and ratified] emust comply with, the Warsaw Convention of 192@ €hicago Convention of 1944, and
Geneva Convention of 1948, the three leading intenmal conventions relating to worldwide commerdaaltransportation activities.

Route Right

Domestic routes For the granting of new routes and changesigtieg ones, the ANAC evaluates the actual capadithe airport infrastructure whe
such route is or would be operated. In additionte frequencies are granted subject to the comditiat they are operated on a frequent basis. adtige’s
route frequency rights may be terminated if théredr(a) fails to begin operation of a given rofdea period exceeding 15 days, (b) fails to maméd leas
75% of flights provided for in its air transportati scheduleHorario de Transporte Aérgpor HOTRAN, for any 9G3ay period or (c) suspends its operz
for a period exceeding 30 days. The ANAC approv¥alew routes or changes to existing routes is ginetime course of an administrative procedure
requires no changes to existing concession agreéemen

Once routes are granted, they must be immediasflgcted in the HOTRAN, which is the official schéslweport of all routes that an airline
operate. The HOTRAN provides not only for the reuteit also the times of arrival at and departusenfcertain airports, none of which may be cha
without the prior consent of the ANAC. AccordingBoazilian laws and regulations, an airline canmdit assign or transfer its routes to anotherragtli

International routes In general, requests for new international reube changes to existing routes, must be fileddmh interested Brazilian airline t
has been previously qualified by the ANAC to provideernational services, with the SRI (InternatioRallations Superintendence of the ANAC), wt
based on the provisions of the applicable bilatergteement and general policies of the Braziliarataon authorities, will submit a ndoinding
recommendation to the ANAC president, who will dectth approval of the request. International raoigets for all countries, as well as the correspog
transit rights, derive from bilateral air transpagreements negotiated between Brazil and foreigergments. Under such agreements, each gover
grants to the other the right to designate one orenof its domestic airlines to operate schedukrdise between certain destinations in each cou
Airlines are only entitled to apply for new intetisaal routes when they are made available undesettagreements. For the granting of new route
changes to existing ones, the ANAC has the authtwrigpprove Brazilian airlines to operate new rgugebject to the airline having filed studies gatitory
to the ANAC demonstrating the technical and finaneiability of such routes and fulfilling certaironditions in respect of the concession for suctiem
Any airline’s international route frequency rights may be taated if the airline fails to maintain at least 80%4lights provided for in its air transportati
schedule HOTRAN for any 180-day period or suspetsdgperation for a period exceeding 180 days.

Slots Policy

Domestic Under Brazilian law, a domestic slot is a conoessf the ANAC, which is reflected in the airlimreHOTRAN. Each HOTRAN represe
the authorization for an airline to depart from amdve at specific airports within a predeterminideframe. Such period of time is known as amgor
slot” and provides that an airline can operate at theifpairport at the times established in the HOTRARN airline must request an additional slot f
the ANAC with a minimum of two months’ prior notice.
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Congonhas airport in the city of S&o Paulo is a dioated airport, where slots must be allocatednt@idine company before it starts its operat
there. Although it is difficult to obtain a slat iCongonhas airport, on March 8, 2010 ANAC reallat&82 Congonhasslots that were idle. When 1
capacity at the airport increases and more slaterbe available, 20% of those slots must be digeibto new entrants who will have a preferencééir
assignment. The remaining slots will be allocatethe other airline companies, including us. Baatosbumont airport in Rio de Janeiro, a highly utili:
airport with halfhourly shuttle flights between S&o Paulo and RioJdeeiro, is also a coordinated airport with certgot restrictions. Several otl
Brazilian airports, for example the Brasilia Interoaal Airport and S&o Paulo International AirpartGuarulhos have limited the number of slots pe
due to infrastructural limitations at these airport

ANAC has imposed schedule restrictions to severakiBaa airports from which we operate. Operatimggtrictions, including the prohibition
international flights’ operations and the prohititiof civil aircraft’s operation after 11:00 p.m. and before 6:00 aaxere imposed for Congonhas Airp
one of the busiest Brazilian airports and the mmgtortant airport for our operations. No assuratere be given that these or other government mes
will not have a material adverse effect on our bess and results of operations.

CONAC has taken measures to minimize the recent imahand operational problems in the Sdo Pauloodisp redistributing air traffic from tl
Congonhas airport to the airports of Guarulhos aas mmentioned its intention to adjust tariffs foe thse of busy airport hubs to encourage fu
redistribution of air traffic.

In the last quarter of 2008, the ANAC proposed a negulation for the allocation of slots to domestidines. This regulation governs the manne
allocation of slots, by organizing rotations amahg concessionaires, determining the proceduresefgstration, qualification, judgment and homoliga
of a request for slot concessions in coordinatedodis. Additionally, such regulation also estslis the rules permitting transfers of slots bet
concessionaires. ANAC's resolution has not yehlreéeased.

Also, in 2008, the ANAC enacted a regulation prawigthat the minimum ground time for aircraft betwdgnding and takeff must be 40 minutes
the International Airport of Sao Paulo in Guarulhibe international airport of Rio de Janeiro Gale&d at the Brasilia airports, and 30 minutes abtak
Brazilian airports. This regulation negatively affsd our ability to increase aircraft utilizatiop iminimizing turnaround times between flights.

Airport Infrastructure

INFRAERO, a stateontrolled corporation, is in charge of managingerating and controlling federal airports, incluglicontrol towers and airpt
safety operations.

Smaller, regional airports may belong to statemonicipalities within Brazil and, in such cases, aften managed by local governmental entities
most important Brazilian airports, INFRAERO perfornadesy and security activities, including passergail baggage screening, cargo security mee
and airport security.

The use of areas within federal airports, suchawars and chedk- counters, is subject to a concession by INFRAERQhere is more than o
applicant for the use of a specific airport ar&dERAERO may conduct a public bidding process forgtamting of the concession.

We have renewable concessions with terms varyimg fone to five years from INFRAERO to use and opeslitef our facilities at each of the ma
airports that we serve. Our concession agreenfentsur terminals’ passenger service facilities,iahhinclude checkn counters and ticket office
operations support area and baggage service gftioatain provisions for periodic adjustments & kbase rates and the extension of the concession t

Of the 67 Brazilian airports managed by INFRAERO, apjmately 20 airports are receiving infrastructimgestments and upgrades. The air
upgrade plan does not require contributions orstments by the Brazilian airlines and is not expmettebe accompanied by increases in landing fe
passenger taxes on air travel.
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Concession for Air Transportation Services

According to the Brazilian Federal Constitution, tBeazilian government is responsible for public sessi related to airspace as well as ai
infrastructure, and may provide these servicesthyrer through third parties under concessionawthorizations. According to the Brazilian Aeroricai
Code and regulations issued by the CONAC, the apjitédr a concession to operate regular air trariafion services is subject to a license grantethk
ANAC to operate an airline and to explore regulatrainsportation services. The applicant is reglilsy the ANAC to have met certain economic, finak,
technical, operational and administrative requinetsién order to be granted such license. Additigna concession applicant must be an entity ipooate:
in Brazil, duly registered with the Brazilian Aerotiaal Registry Registro Aeronautico Brasileijpor RAB, must have a valid airline operating ceréife
(Certificado de Homologacao de Empresa de Transpdéreg, or CHETA, and must also comply with certain ovahgp restrictions. See “Restriction
to the Ownership of Shares Issued by Concessionairdis Transportation Services.The ANAC has the authority to revoke a concessioffiditure by the
airline to comply with the terms of the Brazilianr@aautical Code, the complementary laws and reguigatand the terms of the concession agreement.

Our concession was granted on January 2, 2001éidgh Command of Aeronautics of the Ministry of Bxe$e. The concession agreement c:
terminated if, among other things, we fail to mgstcified service levels, cease operations or deblnkruptcy.

The Brazilian Aeronautical Code and the regulati@ssied by the CONAC and ANAC do not expressly provatepiiblic bidding processes ¢
currently it is not necessary to conduct publicdivid processes prior to granting of concessiongheroperation of air transportation services. Buthe
intense growth of the civil aviation sector, thider may be changed by the government, in ordetléevanore competition or to achieve other polit
purposes.

Import of Aircraft into Braz

The import of civil or commercial aircraft into Biiais subject to prior certification of the airctdfy ANAC. Import authorizations usually follow 1
general procedures for import of goods into Bratier which the importer must request the registnadf the aircraft with the RAB.

Registration of Aircra

The registration of aircraft in Brazil is governegl the Brazilian Aeronautical Code, under which neraift is allowed to fly in Brazilian airspace,
land in or take off from Brazilian territory, withbinaving been properly registered. In order tordgistered and continue to be registered in Braz
aircraft must have a certificate of registraticer{ificado de matriculpand a certificate of airworthinesseftificado de aeronavegabilidafiéboth of whicl
are issued by the RAB after technical inspectiorhefdircraft by the ANAC. A certificate of regisiat attributes Brazilian nationality to the aircrafid i
evidence of its enrollment with the competent aoiatiuthority. A certificate of airworthiness isrgerally valid for six years from the date of theAC’s
inspection and authorizes the aircraft to fly in Blian airspace, subject to continuing compliandgthwertain technical requirements and conditiofbe
registration of any aircraft may be cancelled iSifound that the aircraft is not in compliancehthe requirements for registration and, in patéc if the
aircraft has failed to comply with any applicabidety requirements specified by the ANAC or the BraziAeronautical Code.

All information relating to the contractual statosan aircraft, including purchase and sale agreésn®perating leases and mortgages, must be
with the RAB in order to provide the public with apdated record of any amendments made to the dioedfficate of registration.

Restrictions on the Ownership of Shares Issued byg&dsionaires of Air Transportation Servi

According to the Brazilian Aeronautical Code, in arde be eligible for a concession for operationrefular services, the entity operating
concession must have at least 80% of its votingkstheld directly or indirectly by Brazilian citizeasd must have certain management positions eatttx
Brazilian citizens. The Brazilian Aeronautical Codgoamposes certain restrictions on the transfezagital stock of concessionaires of air transpior
services, such as VRG, including the following:
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e the voting shares have to be nominative and noimyshares cannot be converted into voting shares;

e prior approval of the Brazilian aviation authoritisgequired for any transfer of shares, regarddésle nationality of the investor, which restitt
the change of the company’s corporate control, eatise assignee to hold more than 10% of the coyhpaapital stock or represents more
2% of the company’s capital stock;

o the airline must file with the ANAC, in the first mth of each semester, a detailed shareholder icttdutling a list of shareholders, as well as ¢
of all share transfers effected in the precedimgester; and

e based on its review of the airline’s shareholderttthe ANAC has the authority to subject any ferttransfer of shares to its prior approval.

The Registrant holds substantially all of the shafééRG, which are public concessionaires of ainsgortation services in Brazil. Under the Braz
Aeronautical Code, the restrictions on the transfeishares described above apply only to compartias iold concessions to provide regular
transportation services. Therefore, the restmstido not apply to the Registrant.

Environmental Regulatic

Brazilian airlines are subject to various federtdtesand municipal laws and regulations relatingh protection of the environment, including
disposal of materials and chemical substances mochfa noise. These laws and regulations arereefbby various governmental authorities. The no
compliance with such laws and regulations may sltfee violator to administrative and criminal stimas, in addition to the obligation to repair orfay
damages caused to the environment and third parisdar as civil liabilities are concerned, Bréil environmental laws adopt the strict and joibility
regime. In this regard we may be liable for vimas by third parties hired to dispose of our wabtereover, pursuant to Brazilian environmental |ams
regulations, the piercing of the corporate veilaoEompany may occur in order to ensure enough diahnesources to the recovery of damages c:
against the environment.

We adopted several Environmental Management Sy§EMS) procedures with our suppliers and use teahraadits to enforce compliance.
exercise caution, and may reject goods and servyioas companies that do not meet our environmeptatection parameters unless confirmatio
compliance is received.

We are monitoring and analyzing the developmergamting amendments to Kyoto protocol and emissiegalations in the United States and Eu
and may in the future be obliged to acquire caryedits for the operation of our business. Nodkgjion on this matter has yet been enacted in Brazi

Pending Legislatio

The Brazilian congress is currently discussing aftdbdl that would replace the current Brazilian Aeautical Code Go6digo Brasileiro d
Aeronautici). In general, this draft bill deals with matteesated to civil aviation, including airport conséms, consumer protection, limitation of airlines
civil liability, compulsory insurance, fines andetincrease of limits to foreign ownership in votistgpck of Brazilian airlines from 20% to 49% or hég,
provided that the country of origin of the invesparmits a higher ownership threshold for Braziliavestors. This draft bill is still under discumsiin the
House of Representatives and, if approved, musubmisted for approval to the Federal Senate, bdfeiag sent for presidential approval. If the Brian
civil aviation framework changes in the future AMAC implements increased restrictions, our growtinp and our business and results of operationsd
be adversely affected.

Since 2009, the Brazilian government has been ainglyae privatization of airports or granting ofints for private concessionaries to operate cuy
existing airports or expansions of those airpohtsJanuary 2011, Mrs. Dilma Roussef, the newlytelé®razilian president, announced that she intéw
privatize certain Brazilian airports. Although sutieasures may serve as a potential positive catalyestcelerate investments in airport infrastrustuve
are unable to foresee the effects of any such messnm our business and results of operations.
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In 2010 ANAC approved the deregulation of internagicairfares for flights departing from Brazil teet).S. and Europe, gradually removing the |
minimum fares. In addition, in 2010 the NationaViCAviation Council Conselho de Aviacdo Ciyilor CONAC, approved the continuity of bilate
agreements providing for open skies policies wititeo South American countries and a new open glaésy with the United States and began negotia
for an open skies policy with Europe, which we etpeill be concluded this year. These regulatimsease competition in the market and may nedg
affect our results of operation.

Currently, landing fees charged in Brazilian airpate standard in all airports independent of whethey are busy or not. In February 2011,
Brazilian government announced that it will increlsaling fees at the busiest airports as comparéess busy airports. As a result secondary aspuey
be created with more competitive fees for the raddi that choose to operate in these airports. Chandanding or other fees may provide other m:
players with a cost advantage and negatively affectompetitive position and results of operation.

Aircraft Financing by Export Credit Agenc

Ex-Im Bank has recently agreed on a common appreé@bhEuropean exportredit agencies on offering export credits for caencral aircraft. Amon
other things, the new ASU sets forth minimum gug@rpremium rates applicable to aircraft delivevador after January 1, 2011, or under firm cons
entered into after April 30, 2007. While subjexzntodification, the exposure fees paid by Gol opliapble aircraft are likely to increase. The antoofrany
such increase will depend upon the credit riskga®sl to us by the participating expagencies pursuant to the protocols of the ASUaddition, we wil
no longer be able to finance the amortization paysef loans guaranteed by Ex-Im Bank with SOAR Itzarilities.

C. Organizational Structure

The Registrant is a holding company, which ownsatlyeor indirectly shares of four subsidiaries: VR@d three offshore finance subsidiaries
Finance Cayman and GAC Inc., which owns Sky Finahce/RG is the Registrarg’ operating subsidiary, under which we conduct lmginess. G
Finance, GAC Inc. and Sky Finance Il are off-shooenpanies established for the purpose of facilitatimossborder general and aircraft financ
transactions. In June 2010 we wound down one ofinance subsidiary Sky Finance, after the lasayepent of all funds raised through it.

D. Property, Plant and Equipment

Our primary corporate offices are located in twaldings in S&o Paulo. Our commercial, operatidashnology, finance and administrative sta
based primarily at our headquarters. We have gsimmes to use other airport buildings and handasughout Brazil, including a part of a hange
Congonhas airport where we perform aircraft mainmteaa As of December 31, 2010, we have 39 Boeing ¢iisified as finance lease aircrafts. We o
state-of-theart Aircraft Maintenance Center in Confins, in thet8tof Minas Gerais. The certification of our eaft maintenance center authori
maintenance services for Boeing 737-300s and Boeid Neneration 737-700 and 800s. In 2008, weestattwostage expansion project of our airc
maintenance center, when the facility had a capémiservice 60 aircraft. The second stage wasgngated in March 2010 and we now have a totalaity
to perform full maintenance services for more thaf@ Boeing 737 aircraft per year. With our systdmphased maintenance for our Boeing NG 780-an«
737800 aircraft fleet, we are able to perform mainterawork every day without sacrificing aircraft eewe time, and schedule preventive mainter
with more regularity and around the utilizationafr aircraft, which further dilutes fixed costs. eWise the new facility for airframe heavy checks
maintenance, aircraft painting and aircraft interefurbishment. See also “ltem 4—Business Overiircraft” and note 14 to our financial statement
of and for the year ended December 31, 2010.

ITEM 4A. Unresolved Staff Comments
None
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

You should read this discussion in conjunction waitin consolidated financial statements and the edlahotes and the other financial informai
included elsewhere in this annual report.

A. Operating Results
Revenues

We derive our revenues primarily from transportpagsengers on our aircraft. In 2010, 89.9% ofreuenues were derived from passenger fares
the remaining 10.1% of our revenues were derivethfancillary revenues principally from our cargssimess, which utilizes available cargo space o
passenger flights. Nearly all of our passengeemae and cargo revenue is denominatete@s Passenger revenue, including revenue fromSonite:
loyalty program, is recognized either when trantgimn is provided or when the ticket expires umis€argo revenue is recognized when transportég
provided. Other ancillary revenue consists prityasf ticket change fees, excess baggage chamfesest on installment sales and other incideetalices.
Passenger revenues are based upon our capacityfaltar and yield. Our capacity is measured imgeof available seat kilometers, which represtrd
number of seats we make available on our aircraftipied by the number of kilometers the seatsfoen. Load factor, or the percentage of our city
that is actually used by paying customers, is ¢aled by dividing revenue passenger kilometers\ajlable seat kilometers. Yield is the average @mi
that one passenger pays to fly one kilometer.

The following table demonstrates our main operagiegormance indicators in 2009 and 2010.

Year Ended December 3:

200¢ 201(
Operating Data:
Loac-factor 63.6% 67.1%
Breal-even loa-factor 59.2% 60.4%
Aircraft utilization (block hours per da 11.€ 12.¢
Yield per passenger kilometer (cer 20.7 20.5
Passenger revenue per available seat kilometetsj 13.1 13.¢
Operating revenue per available seat kilometert$} 14.¢ 15.2
Number of departure 273,60: 295,16(
Operating aircraf 10¢ 114

Our revenues are net of certain taxes, includiatgstalue added taxelsnposto sobre Circulacdo de Mercadorias e ServicpdCMS; federal soci
contribution taxes, includinBrograma de Integracéo Socjar PIS; and th€ontribuicdo Social para o Financiamento da Seguiliel&ocial or COFINS.
ICMS does not apply to passenger revenues. Thaegeente of ICMS on cargo revenues varies by stata #% to 12%. As a general rule, PIS
COFINS are imposed at rates of 1.65% and 7.6%, c&sply, of total revenues.

Generally, the revenues from and profitability af dights reach their highest levels during thaukry (summer) and July (winter) vacation perioaid
in the final two weeks of December during the Chmiss holiday season. The week during which the @nBarnival celebrations take place in Braz
generally accompanied by a decrease in load fact®igen our high proportion of fixed costs, thé&asonality is likely to cause our results of operes tc
vary from quarter to quarter. We generate mostunfrevenue from ticket sales through our website, we are one of the largest and leadingramerc
companies in Brazil in terms of net sales throughltilernet.

The ANAC and the aviation authorities of the otheurttries in which we operate may influence ourighib generate revenues. In Brazil, the AN
approves the concession of slots, entry of new emieg, launch of new routes, increases in routgp&ecies and lease or acquisition of new aircr@ii
ability to grow and to increase our revenues isedepnt on the receipt of approvals for new routeseased frequencies and additional aircraft fthe
ANAC.
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Operating Expenses

We seek to lower our operating expenses by operatistandardized fleet with a singlass of service, having one of the newest fleethé industry
utilizing our aircraft efficiently, using and enaaging low€ost ticket sales and distribution processes. Tai@ romponents of operating expenses inc
those related to aircraft fuel, aircraft rent, eafc maintenance, sales and marketing, and salasiages and benefits provided to employees, inag
provisions for our profit sharing plan.

Our aircraft fuel expenses are higher than thoslwfcost airlines in the United States and Europe kmdle Brazilian infrastructure to prodt
transport and store fuel is expensive and undetdesd, especially in the north and northeast regmirthe country. In addition, taxes applicablé¢h® sal
of jet fuel are high and are passed along to ust acraft fuel expenses are variable and fluetumsed on global oil prices. Since global oitgsiar
U.S. dollar-based, our aircraft fuel costs are disked to fluctuations in the exchange rate of thal versus the U.S. dollar. In 2010, fuel expe
represented 36.4% of our total operating experaespompared to 32.2% in 2009. In 2008, the pricé/est Texas Intermediate crude oil, a benchi
widely used for crude oil prices that is measuredarrels and quoted in U.S. dollars, varied sigaiftly, reaching an atime high of US$145 in Marc
2008 and decreasing to US$44.60 per barrel atrtie£2008. At year end 2009 the price per bavad US$79.36 and increasing to US$91.40 at theot
2010. We currently enter into short-term arrange e hedge against increases in oil prices araigio exchange fluctuations.

Our aircraft rent expenses are in U.S. dollarslzc increased in line with the expansion of owgrapons. We use shagrm arrangements to het
against exchange rate exposure related to our leagment obligations. In addition, leases for 22oor aircraft are subject to floatimgte paymei
obligations that are based on fluctuations in imié&ional interest rates. We currently have hedguigies in place to manage our interest rate supo

Our maintenance, material and repair expensesstarfdight (line) and scheduled heavy (structumalintenance of our aircraft. Line maintenance
repair expenses are charged to operating expessieswared. Structural maintenance for aircradiskd under finance leases is capitalized and arac
over the life of the maintenance cycle. Once tl@ntenance is performed, accrual does not commagai® until the maintenance status is reduced t
the return condition. Since the average age ofoperating fleet was 6.5 years at December 31, 2000most of the parts on our aircraft are unddtimu
year warranties, our aircraft have required a level of maintenance and therefore we have incdowdnaintenance expenses. Our aircraft are covey
warranties that have an average term of threeséoyiears. The warranties on the aircraft we rexkia 2010 under our firm purchase order with Boeiit
start expiring in 2014. Thus, with regard to tleeaunting for aircraft maintenance and repair ¢astis current and past results of operations maybe
indicative of future results. Our Aircraft Maintamce Center in Confins, in the State of Minas Gesai®rtificated for the maintenance services foriBg
737-300s and Boeing Next Generation 780 and 800s. We currently use the new facilitygidrame heavy checks, line maintenance, airgaifiting an
aircraft interior refurbishment. We believe that Wave an advantage compared to industry peersiimtenance, materials and repairs expenses die
use of Boeing 737 Next Generation aircraft thatvedldor phased maintenance as described in thisahmeport, and due to the internalization of
maintenance. We believe that this advantage ®iitlain in the future.

Our sales and marketing expenses include commisgiaid to travel agents, fees paid for our own third-party reservation systems and agents,
paid to credit card companies and advertising. dsiribution costs are lower than those of othidinas in Brazil on a per available seat kilomébessit
because a higher proportion of our customers psectiakets from us directly through our websitdéasd of through traditional distribution channalsct
as ticket offices, and we have comparatively fesales made through higher cost global distribusgstems. We generated 88.1% of our consoli
passenger revenues through our website and ARdregsh the years ended December 31, 2010 and 98.2809, including internet sales through tri
agents. For these reasons, we believe that wedraaelvantage compared to industry peers in sabsnarketing expenses and expect this advantag
remain in the future.

Salaries, wages and benefits paid to our employ®asde annual cost of living adjustments and Bivis made for our profit sharing plan. We t
no seniorityrelated increases in these costs due to our ssfargture. We believe that we have an advantagwwaced to industry peers in salaries, w.
and benefits expenses duegenerally lower labor costs in Brazil as comparedtteer countries. We believe that these advantagesontinue to exist i
the future.
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Aircraft and traffic servicing expenses include wrd handling and the cost of airport faciliiesth€ operating expenses consist of genera
administrative expenses, purchased services, eguiprentals, passenger refreshments, communioczd&ts, supplies and professional fees.

Brazilian Economic Environment

As a company with most of its operations curremilyBrazil, we are affected by general economic coor in the country. While our growth sit
2001 has been primarily driven by our expansioa iew markets and increased flight frequencieshawe also been affected by macroeconomic cond
in Brazil. Our growth outpaced that of our primagmpetitors because of strong demand for our Idaer service. In 2010, we grew 17.0% in termr
revenue passenger kilometers in the domestic maretconsidering both international and domestickatal9.2% . The relatively higher consolide
growth rate compared to the domestic market is tdumainly due to the continuing recovery of theibhamerican economy, combined with the
demand in Southern Cone routes, especially in Anggn€hile and Uruguay, the appreciation of the Bigzreal against the U.S. dollar. We believe
rate of growth in Brazil is important in determiniagr future growth capacity and our results of agiens.

Our results of operations are affected by currdhmtuations. The vast majority of our revenues denominated ireais (with a small portion of o
revenues from our international flights being demated in other currencies), but a significant pafriour operating expenses are either payable
affected by the U.S. dollar, such as our aircrgitrating lease payments, related maintenance essamnd deposits, and jet fuel expenses. Basec
statistical analysis of our first seven years dadragions, we believe that our revenues are highiyetated with theeal/U.S. dollar exchange rate and jet
prices becauseeal fluctuations and increases in jet fuel pricesgegerally incorporated into the fare structureBmatzilian airlines. In 2010, 54.7% of «
operating expenses (including aircraft fuel) araaeinated in, or linked to, U.S. dollars and therefvary with thereal/lU.S. dollar exchange rate.
believe that our foreign exchange and fuel hedgiroggrams protect us against short-term swingsérréhl/U.S. dollar exchange rate and jet fuel pric
Overall, we believe that the combination of ourerewe stream, with its correlation to movementfiareéal/U.S. dollar exchange rate, and shierm hedge
on the U.S. dollar-linked portion of our expense#| mitigate the adverse effect on our operatingpaenses of abrupt movements in teal/l U.S. dolla
exchange rate.

Inflation has also had, and may continue to haffects on our financial condition and results okrgtions. In 2010, 45.3% of our operating expe
(excluding aircraft fuel) were denominatedr@ais and the suppliers and service providers of teegpense items generally attempt to increase thieegptc
reflect Brazilian inflation.
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The following table shows data for real GDP growtilation, interest rates, the U.S. dollar exchemgte and crude oil prices for and as of the pe

indicated.

December 31

200¢ 200¢ 201(
Real growth in gross domestic prod 5.1% (0.2)% 7.5%
Inflation (IGP-MYD) 9.8% 1.7)% 11.30%
Inflation (IPCA)? 5.9% 4.3% 5.90%
CDlI rate® 13.5% 8.6% 10.60%
LIBOR raté® 1.4% 0.3% 0.30%
Depreciation (appreciation) of treal vs. U.S. dolla 32.2% (25.5)% -4.31%
Perioc-end exchange re—US$1.00 R$ 2.33 R$ 1.741 R$1.666:
Average exchange rate—US$1®0 R$ 1.8364 R$ 1.9946 R$1.7593
Perioc-end West Texas intermediate crude (per bz US$ 44. US$ 79.3 US$91.41
Pebr;ic;?(;?nd Increase (decrease) in West Texas iatBate crude (per (53.5)% (77.9)% 15.2%
West Texas Intermediate crude (average per baureigiperiod US$99.9 US$62.0 US$79.6.
Average Increase (decrease) in West Texas Inteatgediude (per barr (38.3)% (37.8)% 28.2%

Sources: Fundagéo Getulio Vargas, the Central BadkBloomberg
(1) Inflation (IGP-M) is the general market prioelex measured by the Fundacéo Getulio Vargas.
(2) Inflation (IPCA) is a broad consumer priceérdneasured by the Instituto Brasileiro de Geogefizstatistica.
(3) The CDl rate is average of inter-bank overhigkes in Brazil (accumulated for period-end moatimualized).
(4) Three-month U.S. dollar LIBOR rate as of tist tate of the period. The LIBOR rate is the Lonuhoer-bank offer rate.
(5) Represents the average of the exchange natie dast day of each month during the period.

Critical Accounting Policies

The preparation of our consolidated financial steets in conformity with IFRS requires our manageimenadopt accounting policies and m
estimates and judgments to develop amounts repiorimal consolidated financial statements and edlaibtes. We strive to maintain a process to vethe
application of our accounting policies and to eatduthe appropriateness of the estimates thaegered to prepare our consolidated financial siatgs.
We believe that our estimates and judgments asonadle; however, actual results and the timingeobgnition of such amounts could differ from tk
estimates. In addition, estimates routinely regjailjustment based on changing circumstances arrédhipt of new or better information.

Critical accounting policies and estimates are thbs¢ are reflective of significant judgments amtertainties, and potentially result in materi
different outcomes under different assumptions emaditions. For a discussion of these and otheowrtting policies, see Note 2 to our consolid
financial statements.

Accounting for Property Plant and Equipment Property, plant and equipment, including rotaéets, are recorded at cost and are deprecia
estimated residual values over their estimateduliigés using the straighine method. Each component of property, plant agadipment that has a ¢
that is significant in relation to the overall ca$the item is depreciated separately. Aircrafl angine spares acquired on the introduction paesion of
fleet, as well as rotable spares purchased separate carried as fixed assets and generally degiszl in line with the fleet to which they relatBre-
delivery deposits refer to prepayments made basdbeagreements entered into with Boeing Companthéopurchase of Boeing 7800 Next Generatic
aircraft and includes interest and finance changasred during the manufacture of aircraft andld@sehold improvements.

Under IAS 16 “Property, Plant and Equipmentajor engine overhauls including replacement spaneslabor costs, are treated as a separate
component with the cost capitalized and depreciateet the period to the next major overhaul. Athey replacement spares and costs relatil
maintenance of fleet assets are charged to themecstatement on consumption or as incurred. Isttezests incurred and exchange difference
borrowings that fund progress payments on asselsruwonstruction, including preelivery deposits to acquire new aircraft, are tediged and included
part of the cost of the assets through the easfi¢e date of completion or aircraft delivery. dBange differences are capitalized to the exteaattttiey ar
regarded as an adjustment to interest costs.
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In estimating the lives and expected residual \alfeits aircraft, the Company primarily has religobn actual experience with the same or sit
aircraft types and recommendations from Boeing,mlamufacturer of the Comparsyaircraft. Aircraft estimated useful lives aresé on the number
“cycles” flown (one-takesff and landing). The Company has made a conversiarycles into years based on both its historarad anticipated futu
utilization of the aircraft. Subsequent revisidosthese estimates, which can be significant, cé@lccaused by changes to the Compamgaintenanc
program, changes in utilization of the aircraftt(@t cycles during a given period of time), goveemtal regulations related to aging aircraft, andngfing
market prices of new and used aircraft of the sam&milar types. The Company evaluates its esémand assumptions each reporting period and,
warranted, adjusts these estimates and assumptiimsse adjustments are accounted for on a pragpduasis through depreciation and amortiz:
expense, as required by IFRS.

We evaluate annually whether there is an indicati@t our property, plant and equipment may be ireda Factors that would indicate poter
impairment may include, but are not limited to,rsfigant decreases in the market value of the libreg asset(s), a significant change in the ltage
asset’s physical condition, and operating or ctsl fosses associated with the use of the lboregd assets. We have not identified any impainsieelate:
to our existing aircraft fleet. As of 31 DecemB6d.0 and 2009, no impairment on property, plantemdpment assets was recognized.

Lease accountingAircraft lease agreements are accounted as eiffegating or capital leases (finance leases). Whemisks and benefits of the le
are transferred to us, as lessee, the lease sfidsas capital lease. Capital leases are aceduag an acquisition obtained through a finanawith the
aircraft recorded as a fixed asset and a correépgdidbility recorded as a loan. Capital leases r@corded based on the lesser of the fair valube
aircraft or the present value of the minimum lepagments, discounted at an implicit interest rateen it is clearly identified in the lease agreemer
market interest rate. The aircraft is depreciatedugh the lesser of its useful life or the lets®n. Interest expense is recognized through tieetive
interest rate method, based on the implicit interae of the lease. Lease agreements that dwamstfer de risks and benefits to us are classigedperatin
leases. Operating leases are accounted as amerthe lease expense is recognized when incliredgh the straight line method.

Salefease back transactions that result in a subsegpenating lease have different accounting treatsnéepending on the fair value, the price an
cost of the sale. If the fair value is less thaa ¢arrying amount of the asset, the differencedsgnized as a loss immediately. When the saksgise to
gain it is recognized up to the fair value, theesscis deferred and amortized throughout the tétimedease. When the sale results in a losstandarrying
amount is not greater than fair value, the losgeiferred if compensated by future lease paymelfitthe carrying amount is greater than fair valtiés
written down to fair value, and if there is stillass it is deferred if compensated by future lgzsgnents.

Lease accounting is critical for us because itireguan extensive analysis of the lease agreenrentsler to classify and measure the transactiomsii
financial statements and significantly impacts fa@ncial position and results of operations. Clenip the terms of our outstanding lease agreenaew
the terms of future lease agreements may impaadbeunting for the lease transactions and ourdiutoancial position and results of operations.

Goodwill and Intangible AssetdVe have allocated goodwill and intangible asseth widefinite lives acquired through business carations for th
purposes of impairment testing to a single ogsherating unit, the operating subsidiary VRG. Gubds tested for impairment annually by compariting
carrying amount to the recoverable amount of treh-@@nerating unit level that has been measuratiebasis of its value-inse, by applying cash flc
projections in the functional currency based onGQoepany’s approved business plan covering a fia-period followed by the lonterm growth rate «
3%. The preaax discount rate applied to the cash flow progediis 20.46% . Considerable judgment is neceseagydluate the impact of operating
macroeconomic changes to estimate future cash fiowlsto measure the recoverable amount. Assungptipthe Compang’ impairment evaluations ¢
consistent with internal projections and operaptans. Airport operating rights were acquired ag pf the acquisition of VRG and were capitalizédair
value at that date and are not amortized. Thag®sriare considered to have indefinite useful lidase to several factors and considerations, inof
requirements for necessary permits to operate nvilltazil and limited slot availability in the moshportant airports in terms of traffic volume. V
tradenames were acquired as part of the VRG adguigihd were capitalized at fair value at that d&the tradenames are considered to have an iite
useful life (and are not amortized) due to seviealors and considerations, including the brandramess and market position, customer recognitial
loyalty and the continued use of the VARIG tradengam€he carrying values of the airport operatimgts and tradenames are reviewed for impairme
each reporting date and are subject to impairmesting when events or changes in circumstancesatalthat carrying values may not be recover:
Costs related to the purchase or development of sanpoftware that is separable from an item aitegl hardware is capitalized separately and aneo
over a period not exceeding five years on a sttdigh basis. The carrying value of these intangibitereviewed for impairment if events or changt
circumstances indicate the carrying value may motdzoverable. The Company assesses at each balawedate whether intangibles with indefi
useful lives are impaired using discounted casi fimalyses, which considers the creditworthinesh@fissuer of the security, as further descrilpedate
15 to our financial statements. As of 31 Decen®fdi0 and 2009, no impairment on goodwill and oth&mgible assets was recognized.
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Derivative Financial InstrumentsThe Company accounts for derivative financialrineents in accordance with IAS 39. In executimgrisk
management program, management uses a varietyaofcial instruments, to protect against sharp obsimgmarket prices and to mitigate the volatitit
its expenditures related to these prices. The Cagngaes not hold or issue derivative financialrnmstents for speculative purposes.

Derivative financial instruments are initially repozed at fair value and subsequently the chandaitinvalue is recorded in profit or loss, unlebe
derivative meets the strict criteria for cash floadge accounting.

For hedge accounting purposes, according to IASH&Ohedge instrument is classified as a: (i) ¢lst hedge when it protects against the expost
fluctuations in cash flow that are attributableatparticular risk associated with an asset orlitsibiecognized regarding an operation that is hidikely to
occur or to an exchange rate risk for an unreceghfizm commitment, and (ii) fair value hedge wlieprotects from the results of a change in thevalue
of a recognized liability, or a part thereof, thatild be attributed to exchange risk.

At the beginning of a hedge transaction, the Complsygnates and formally documents the item covbyetthe hedge, as well as the objective o
hedge and the risk policy strategy. Documentaitigiudes identification of the hedge instrumeng item or transaction to be protected, the natfithe
risk to be hedged and how the entity will deterntime effectiveness of the hedge instrument in tffsggexposure to variations in the fair value loé itern
covered or the cash flows attributable to the ciskered. The purpose is that such hedge instriamweiitbe effective in offsetting the changes iir faalue
or cash flows and they are constantly appraisedetermine if they really have been effective thioag the entire period for which they have t
designated.

Amounts classified in equity are transferred tdfipaar loss each period in which the hedged tratisaaffects profit or loss. If the hedged itenths
cost of a non-financial asset, the amounts claskifi equity are transferred to the initial cargyamount of the non-financial asset.

If the forecast transaction or the firm commitmennho longer expected to occur, amounts previotedypgnized in equity are transferred to prof
loss. If the hedging instrument expires, is teatéd or exercised without replacement or rollowerif its designation as a hedge is revoked, ans
previously recognized in equity are recognizedrifipor loss.

We measure quarterly the effectiveness of the h@geuments in offsetting changes in prices. aive financial instruments are effective if tl
offset between 80% and 125% of the changes in pfitiee item for which the hedge has been contdacfmy gain or loss resulting from changes inftkie
value of the derivative financial instruments dgrihe quarter in which they are not qualified fexdge accounting, as well as the ineffective portibthe
instruments designated for hedge accounting amgnézed as other finance income (expenses).

At December 31, 2010 we had the following derivatiinancial instruments classified as cash flowgeedpetroleum call options and foreign curre
call options denominated in U.S. dollars; clasdifis fair value hedge: forward contracts for U Sladgs.

Aircraft maintenance and repair cost®ur aircraft lease agreements specifically giexthat we, as lessee, are responsible for mamteraf the least
aircraft and engines, and we must meet specifiédaie and engine return conditions upon leaseratiph. Under certain of our existing lease agreets
we pay maintenanceeposits to aircraft and engine lessors that afeetapplied to future maintenance events. Thepesits are calculated based ¢
performance measure, such as flight hours or cyales$ are available for reimbursement to us uperctmpletion of the maintenance of the leasedair
If there are sufficient funds on deposit to reindeuns for our maintenance costs, such funds arenegt to us. The maintenance deposits paid unat
lease agreements do not transfer either the oldig& maintain the aircraft or the cost risk asst@el with the maintenance activities to the aftdessor.
In addition, we maintain the right to select anydtparty maintenance provider or to perform suetviees inhouse. Therefore, we record these amout
a deposit on our balance sheet and recognize maimte expense when the underlying maintenancerisrped, in accordance with our maintene
accounting policy. Certain of our lease agreempraside that excess deposits at the end of the leam are not refundable to us. Such excess caala
if the amounts ultimately expended for the mainteeaevents were less than the amounts on depasit.excess amounts held by the lessor or retaiy
the lessor upon the expiration of the lease, whiehnot expected to be significant, would be rezeghas additional aircraft rental expense atithe it is
no longer probable that such amounts will be usedrfaintenance for which they were deposited. dmeunt of aircraft and engine maintenance deg
expected to be utilized in the next twelve monghelassified in current assets.
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At the inception of the leases, our initial estiggabf the maintenance expenses are equal to cc@s® of the amounts required to be depositeds

demonstrates it is probable the amounts will bkzatl for the maintenance for which they are todeposited and the likelihood of an impairment @
balance is remote. There has been no impairmemirafhaintenance deposits.

A summary of activity in the Aircraft and Engine Mgenance Deposits is as follows:

200¢ 201¢

(in thousands ofreais)
Beginning of yea 391,98¢ 446,530
Amounts paid ir 103,48( 206,151
Reimbursement of expense incurred (48,939) (196,015)
End of year 446,530 456,666

Our fleet plan contemplates the replacement of sopegating leases with financing lease agreeméentse with our plan to further standardize
fleet with Boeing Next Generation 737-700 and 73@-&@craft. Due to the performance advantages @fi@pNext Generation 737-700 and 78X
aircraft, we believe these aircraft should sustdtractive market valuations over the next yeahe therefore intend to increase the number of fiivag
leases. In light of this trend, our maintenangeodé accounts should decrease in the near tebijeuo significant potential variations, includithe actus
cost of maintenance, the timing of the maintenaatireraft cycles and potential new maintenanceirements.

Revenue RecognitioRassenger revenue is recognized either wherpoetasion is provided or when the unused ticketiregp Tickets sold but not y
used are recorded as advance ticket sales thaseis primarily deferred revenue for tickets $otduture travel dates.

Mileage Program.Since the acquisition of VRG, the Company operatéeguent flyer program, 8miles Program”)that provides travel and ott
awards to members based on accumulated mileagéscrékhe obligations assumed under Bmiles Program were valued at the acquisition da
estimated fair value that represents the estimaiicé the Company would pay to a third party to amsthe obligation for miles expected to be redet
under theSmiles Program. The fair value of mileage credits, ne¢sifmated nomse of miles (breakage) is determined by the weihverage according
(i) the average amount charged per seat by VRGrlioes that participate in the loyalty program diedl by the amount of miles required to issue aet
using miles and (i) the average sale price of snileld to airlines that participate in the loygitpgram Smiles. This fair value is updated evexymsdnths.

Share-Based PaymentThe Company measures the fair value of eqgétyled transactions with employees at the grata dsing the Black&Schol
valuation model. The resulting amount, as adjuiedbrfeitures is charged to income over the @ein which the options vest. At each balance tstieg
before vesting, the cumulative expense is calcdjatspresenting the extent to which the vestingopehnas expired and managemertiest estimate of t
number of equity instruments that will ultimatelgst. The change in cumulative expense sihegrevious balance sheet date is recognizedeimtom:
statement prospectively over the remaining vestiergpd of the instrument.
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Provisions For certain operating leases, the Company isractoially obligated to return aircraft in a defineohdition. The Company accrues
restitution costs related to aircraft held undeeraging leases at the time the asset does nottheetturn condition criteria throughout the dwnatof the
lease. Other provisions are recorded for probkasiees and are reviewed based on the developméaivsiits and the background of losses on labo
civil claims, based on the best current estimate.

Provisions are recognized when the Company hassamirebligation (legal or constructive) as a restih past event, it is probable that an outflor
resources embodying economic benefits will be meglio settle the obligation and a reliable estintatn be made of the amount of the obligation. né
the Company expects some or all of a provision toefabursed, for example under an insurance cantitae reimbursement is recognized as a sef
asset when the reimbursement is virtually certdihe expense relating to any provision is preseintguntofit or loss net of any reimbursement. & thffec
of the time value of money is material, provisiame discounted using a current pag-rate that reflects, where appropriate, thesrighecific to the liability
Where discounting is used, the increase in theigimvdue to the passage of time is recognizedf@mace cost.

Deferred taxes Deferred taxes are calculated based on taxdpssmporary differences arising on differencesvben tax bases and carrying amo
for financial reporting purposes of our assets |atillities.

Even though unused tax losses and temporary diffesshave no expiration date in Brazil, deferredassets are recorded when there is evidenc
future taxable profit will be available to use suetx credits. We record our deferred tax assesed@n projections for future taxable profits, v
considers a number of assumptions for revenue asetefor operating costs such as jet fuel priessihg expenses and etc. Our business plan iec
annually in order to revaluate the amounts to bended as deferred tax assets.

Deferred taxes is a critical accounting policy & because it requires a number of assumptionssapased on our best estimate of our projec
related to future taxable profit. In addition, base the preparation of our business plan is suljea variety of market conditions, the resultsoof
operations may vary significantly from our projects and as such, the amounts recorded as defar@ddets may be impacted significantly in ther&tu

Results of Operations
Year 2010 Compared to Year 2009
Our results of operations in 2010 were affectethigyfollowing key drivers:

Strong growth in domestic markdh 2010, the improved economic scenario in Brazd &outh America as a whole, especially from thesoore
confidence point of view and the expansion of thentry’s emerging middle class, which led to a greaterbrarmof people opting for air transport, were
main factors for the increase in domestic demarsda Aesult we grew 17.0% as compared to 2009 imstef revenue passenger kilometers in the don
market.

Implementation of new cost reduction initiativése have completed our fleet renewal plan in 20%ifh the return of the remaining 11 Boeing 73J¢
aircraft. This will benefit future years with a redion of approximately R$9 million per quarter eésing expenses. We will replace more aircrafts neéw
Boeing 737800 and 700s NGs aircrafts that will provide lowest of inventories and spare parts, less fuelwmopsion and lower crew training costs.
also have implemented several measures for cogttied resulting in a reduction of other operatexgenses, including: the implementation of the &t
Services Center, the adoption of zero based budpetiethodology and investments linked to IT improeets of internal controls systems in orde
improve operational efficiency. Our high aircrafilimation rate of 12.9 block hours per day in 20a6 increase of 10.4% compared to the 11.6 blocks
per day recorded in 2009, also contributed to difited costs.

46



We present in the following table information redjag our results of operations in IFRS in 2010 a@d®

Year Ended December 3:

200¢ 201¢

Income Statement Dat (in thousands ofreais)

Net operating revenue:
Passenge 5,306,53! 6,277,65
Cargo and othe 718,85. 701,79(

Total net operating revenu 6,025,38. 6,979,44

Operating expenses:
Salaries, wages and bene (1,100,953 (1,252,402
Aircraft fuel (1,813,104 (2,287,410
Aircraft rent (650,683 (555,645
Sales and marketir (364,551 (367,757
Landing fees (312,637 (331,883
Aircraft and traffic servicing (381,721 (427,853
Maintenance, materials and reps (417,212 (422,950
Depreciation and amortizatic (142,853 (281,604
Other operating expenses (428,376) (354,147)

Total operating expenses (5,612,090) (6,281,652)

Operating income before financial res 413,29 697,79¢
Interest expens (288,112 (338,609
Financial income, ne 630,95( 27,31(

Income before income tax 756,13t 386,49¢
Income taxe: 134,69t (172,299

Net income for the ye: 890,83. 214,19°

We had operating income of R$697.8 million in 20binpared to R$413.2 million in 2009. Our operatingrgin was 10.0% in 2010, and 6.9%
2009. We reported net income in 2010 of R$214.%anicompared to R$890.8 million for 2009. Incomrefdre income tax was R$386.5 million in 2!
compared to R$756.1 million in 20009.

Net Operating Revenueslet operating revenues increased 15.8% to R$6,97#li6n in 2010 as compared to 2009 as a resulhefincreased dema
for domestic flights emerging from the Brazilian wiliel class due to the positive macroeconomic socgnariaddition to our: (i) dominant position ¢
increased frequency between the Brazilian leadimgp#s; (ii) high operating quality indices (punality, regularity, client service and safety); )(illynamic
fare management, which combines the strengtheniageyly yields with stimulation demand for leistravelers; (iv) growth of the Smiles mileage piag
and; (vi) focus on shoftaul flights in a range of three hours or lesseffiing business travelers. Our consolidated denaoeased 19,2%. Our dome
market demand increased by 17.0%, while internationarket demand increased 46.2% as a result ofilbemational network expansion with
introduction of new routes in the Southern Cone @adbbean regions and the introduction of new regliaiestinations in Brazil in addition to mark
operated by our new regional airline partners. fiigher demand was partially offset by a 0.8% desgrea yields to R$20.5 cents in 2010 from R$20.7s
in 2009 due to a variety of factors: (i) a morebktacapital markets scenario, (i) lower sellingpemses in the domestic market due to a graduaéas
during 2009 of commissions paid to travel ageniiehe domestic market (valid for all players ir imdustry) which were fully extinguished in Felmy
2010, (iii) the upturn in economic activity and somer confidence, reflected in increased demankifgure trips that consequently, generate largevdrc
bookings; (iv) an increase in the average staggtheloy 1.9% and; (v) lower U.S. dollar and WTI pilce volatility.

Our load factor increased 1.9 percentage pointa $6.3% in 2009 to 67.1% in 2010, mainly due todowmcrease in available seat kilometers by 1«
compared to the increase of 17.3% in revenue pgssé&ilometers.

Our ancillary and other revenues decreased 2.4 R$718.9 million in 2009 to R$701.8 million in 20X6presenting 10.1% of our total net rever
mainly due to the decrease in no-show fee andtaleschedulingevenue and due to revenues of R$48.1 million ird2@fated to image rights and rel
of our Smilesclient database as part of the co-branded creditantract.
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Operating ExpensesOperating expenses per available seat kilometeedsed 1.8% from R$13.91 cents in 2009 to R$13.7& @¢er2010, primaril
due to the (i) increased available seats kilomeigrg4.0%; (ii) 10.4% increase in aircraft utilizat; (iii) 1.8% extension of the average stage fengffse
by an increase of 10.8% in fuel cost from R$4.53txén R$5.02 cents per available seat kilometerper@ing expenses per available seat kilor
excluding fuel decreased 7.8% from R$9.41 cents ® ®$cents in 2010, mainly due to lower aircrafitrenaintenance, sales and marketing and
operating expenses; offset by the non-recurrindgscassing from the fleet renewal carried out in@@o return eleven Boeing 7300 aircraft and tt
maintenance expenses for reactivation of five Bo&®ig, four for long-haul international charter are for sub-leasing operations.

Our breakeven load factor increased 1.2 percemaiggs to 60.4% in 2010 compared to 59.2% in 2@@@narily due to (i) higher fuel cost per literi)
0.8% decline in yields and; (iii) a 3.5 percentpg@ts increase in load factor.

The breakdown of our operating expenses on a ladle seat kilometer basis for 2010 compared@dds as follows.

Year Ended December 3:

200¢ 201(C
(cost per available seat kilometer in R$ cent

Operating expenses:

Salaries, wages and bene 2.73 2.75
Aircraft fuel 4.49 5.02
Aircraft rent 1.61 1.22
Sales and marketir 0.90 0.81
Landing fees 0.7¢ 0.73
Aircraft and traffic servicing 0.95 0.94
Maintenance materials and repe 1.03 0.93
Depreciation and amortizatic 0.3€ 0.62
Other operating expenses 1.06 0.77
Total operating expenses 13.91 13.79
Cost per flight hou 14.8¢ 14.9¢

Note: In October 2010, ANAC changed its calculatmethod for monthly traffic information and republési information for periods since January 2009.0plérating data for 2009 and 2(
reflects the new methodology, whereas informatmm2007 and 2008 was calculated pursuant to thenelthodology and may not be fully comparable. Adioay to ANAC, the changes we
designed to align data with the concepts adoptetheyCAO. The change was necessary because Brazjbimed the ICAQ'’s statistical program and supptles latters database with seve
industry data. Changes in the methodology refehéoctlculation of ASK (seat supply) and the cléssifon of domestic legs in international flightghich are now considered to be part of
domestic market. ANAC has stated that it will repstbinformation for 2008 at a later date.

Salaries, wages and benefits increased 13.8%, dsIR&illion, due to (i) a 6% partial cost of ligrncrease on salaries effected in December 20i}
higher constituted provisions for employee prdfiaisng based on the stock option plan and; (i#)5®6 increase in the number of employees from Brif
2009 to 18,776 in 2010, especially in the operadioairport and call center areas, in turn fuelgdhe need to adjust to the growth in our operatiand th
growth of 15.8% in passengers transported. Salaviages and benefits per available seat kilometzeased 0.8% due to the same reasons, alt
diluted by the increase in available seat kilonmseiber2010.

Aircraft fuel expense increased 26.2%, or R$ 474illom, primarily due to a 22.4% increase in avezagl (WTI) prices, 3.4% increase in fi
consumption due to the growth in the operationstagter number of average operating aircrafts (fddi8 in 2009 to 111 in 2010). Aircraft fuel expe
per available seat kilometer increased 11.7% dtieet@ame reasons, although diluted by the inciesmeailable seat kilometers in 2010.

Aircraft rent, which we incur in U.S. dollars, deased 14.6%, or R$ 95.1 million, due to a 11.7%amedepreciation of the U.S. dollar agaimestl
and a 18.2% increase in the total fleet under fiedrases from 33 in 2009 to 39 in 2010. Aircrafttmper available seat kilometer decreased 24.4%1¢
the same reasons, although emphasized by an iadreasailable seat kilometers in 2010.
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Sales and marketing expense increased 0.9%, or Rfpilion, resulting from (i) additional advertiginexpenses in order to revitalize our Sn
mileage program; (ii) advertising expenses fromew finstitutional campaign and; (iii) higher comniiss paid to credit card administrators due tc
increase in direct sales, partially offset by thienimation of ticket sales commissions for travgeats as of the beginning of February, 2010. Sate
marketing per available seat kilometer decreaset?d@ue to the increase in available seat kilorsete2010.

Landing fees increased 6.2%, or R$19.3 million, hyailue to a 7.9% increase in departures. Landdeg per available seat kilometer decreased
due to the increase in available seat kilometeBOID.

Aircraft and traffic servicing expense increasedl%, or R$46.2 million, primarily due to an incre@s¢he average operating fleet (from 108 in 208
111 in 2010), increased handling expenses as dt msincreased arrivals and departures and additidT and consulting services related to (i)
implementation of the new budget planning methatdbase budget), (ii) the Shared Service Centengito improve the quality and productivity of «
operations, (iii) the migration of our Smiles systdrom IBM to Oracle (Siebel) and (iv) the improvameof internal software (related to cheick-
developments, buy on board services and wireletgstaimment service). Aircraft and traffic sermgiexpense per available seat kilometer decrea8ét
due to the same reasons, although diluted by trease in available seat kilometers in 2010.

Maintenance, materials and repairs increased 104%®$5.8 million, due to increase in scheduled aftanaintenance events during the year, refle
the larger average operating fleet and necurring expenses related to the fleet renovadimh standardization program, with return of elex@maining
Boeing 737-300 and reactivation of five Boeing 767atag-haul international charters and dahsing operations. Maintenance, materials andinepe
available seat kilometer decreased 10.7% primdtily to the increase in available seat kilomete29ir0.

Depreciation and amortization increased 97.1% or38¥1million, due primarily to (i) the higher numbef aircrafts under finance leases (from 3
2009 to 39 in 2010); (ii) a change in 2010 in te&meate for the depreciation of maintenance castemgines under finance leases, which now havgeab
depreciation period, whereas the remaining itenmdilcoe to depreciate over 25 years. Depreciatimhamortization per available seat kilometer inseg
74.5% due to the same reasons, although dilutedebincrease in available seat kilometers in 2010.

Other operating expenses (mainly comprising accodatian, crew travel and accommodation, direct pagse expenses, equipment leasing
general and administrative expenses) decreasefol10:3R$74.3 million, due to several factors: (i)rmefficient controls over general and administe
expenses (telephone, water, gas and electricity)vell as losses of inventories, uniforms and othputs in the operational bases, (ii) gains frdre
automation of our internal systems (inventoriesoaats, billing, legal affairs and accounts reckigg which led to better controls over provisiarg
reduction in general and administrative expensiéy;optimization of our route network; (iv) fewetight cancellations; and (v) greater volume of
equipment under finance leases, reducing expens@seguipment rentals. Other operating expenseay@lable seat kilometer decreased 26.8% duee
same reasons, although emphasized by the increasailable seat kilometers in 2010.

Financial Income (Expense)inancial expense in 2010 totaled R$311.3 miliompared to a financial income of R$342.8 millior2D09, mainly as
result of: (i) lower noreash foreign exchange variation gains on our assetdiabilities of R$661.7 million due to the impa€ the 4.3% appreciation of t
real against the U.S. dollar during 2010 (compared 25.8% appreciation in 2009); (ii) higher interegpenses related to the increase in our indebte
with the issue of senior notes in July 2010 ancedalres in September, 2010; (iii) partially offegtthe R$33.9 million increase of interest revenue tt
the higher cash position since the end of 2009.

Income TaxesOur income taxes totaled R$172.3 million in 20d@mpared to an income tax benefit of R$134.7 mmiliio 2009, mainly as a result
higher current income tax in 2010 due to highealds income basis calculated in accordance withiBrazcorporation law (No. 6,404/76) and hig
deferred income tax expense caused by: (i) tempdiifferences arising mainly from the exchange atéoh on financial leasing operations which gera
deferred income tax liabilities; (ii) recognition 2009 of deferred income tax credits resultingnfriax losses generated by VRG acquisition and;té
credits from temporary differences recorded in 2688ed on expectations for future taxable income.
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Year 2009 Compared to Year 2008
Our results of operations in 2009 were affectethigyfollowing key drivers:

VRG Merger: Our corporate restructuring, which allowed usutyfintegrate VRG into our operations, was conctlide the last quarter of 2008 ¢
therefore we were operating on a fully integratadi® since January 2009. The merger was the kegrdo the cost reduction and optimization of cautte
network, enabling us to gather the expected syesrfgom the VRG acquisition in 2007 (including tesamp of ouiSmiles loyalty program), benefit fro
our high frequency route network and generate dipgrarofits in all quarters of 2009.

Better market positioning and focus on our competistrengths:since the merger of VRG into our operations, we Hagased on our core competit
strengths. We discontinued our intercontinentghfk to the EU in mid®2008 and relied on our operations in Brazil and Bduherica. According to TM
Brasil and Favecc, the largest business travel ggassociations in Brazil, our market share amongnless passengers increased by 6.1 and 8.3 pere
points, from 34.5% to 40.7% and from 25.7% to 33.88$pectively. These advantages combined withoauicost structure and dynamic yield managel
enabled us to also continue to offer low faresaimpete against airlines and interstate buses andlate demand from the growing Brazilian middlessl
resulting in a 6% increase in market share amasgtfine travelers.

Positive macroeconomic scenariolemand in the Brazilian airline industry was, dgrihe recent global financial crisis, not as sigaifitly affected ¢
worldwide air travel demand and demand in otheisoarer based industries in Brazil or worldwide. @02, volatility in the financial and oil markets s
relatively low, which benefited our yield managemand cost structure. The second half of 2009 paasicularly positive, principally due to improv
consumer confidence levels and an ongoing changesitomer behavior, shifting towards a relativegéase in leisure expenditures in the disposablaniie
share of wallet. According to the Brazilian Ministof Tourism, the Brazilian middle class will incesatheir share in the leisure segment from 3
between 2007 and 2009 to 58.5% between 2009 and 2@llight of the combination of these factorspthnd grew 17.7% in 2009 in the domestic me
the vast majority of which was generated duringgbeond half, when the industry experienced domestwth averaging more than 30% year over
from the last quarter 2008 as compared to thegiagtter 2009. These positive factors were paytigdiiset by a highly competitive scenario in thardstic
market, principally during the months of Septemdoed October 2009.
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We present in the following table information redjag our results of operations in IFRS in 2009 a@d3&

Year Ended December 3:

200¢ 200¢
(in thousands ofreais)

Income Statement Data:
Net operating revenues:

Passenge 5,890,10. 5,306,53!
Cargo and othe 516,08 718,85
Total net operating revenu 6,406,19: 6,025,38:
Operating expenses:
Salaries, wages and bene (983,783 (1,100,953
Aircraft fuel (2,630,834 (1,813,104
Aircraft rent (645,089 (650,683
Sales and marketir (588,735 (364,551
Landing fee (338,370 (312,637
Aircraft and traffic servicing (422,177 (381,721
Maintenance, materials and rep: (388,030 (417,212
Depreciation and amortizatic (125,127 (142,853
Other operating expenses (372,696) (428,376)
Total operating expenses before financial re (6,494,841 (5,612,090
Operating income (loss) before financial res (88,648 413,29
Interest expense (269,278 (288,112
Financial income (expense), net (837,116 630,95t
Income (loss) before income tax (1,195,042 756,13t
Income taxes (44,305 134,69t
Net income (loss) for the year (1,239,347 890,83:

We note that in October 2010, ANAC changed its dattan method for monthly traffic information andpublished information for periods sii
January 2009. For the purposes of the comparistwebe the years ended December 31, 2009 and 2@88mied below we have not reflected the
methodology, whereas information for the comparigetween the years ended December 31, 2010 and@2888nted above were calculated and pres
pursuant to the new methodology. As a result thwsecomparisons and may not be fully comparablecofding to ANAC, the changes were designe
align data with the concepts adopted by the ICACe Thange was necessary because Brazil has joind@€A@'s statistical program and supplies
latter’s database with several industry data. Change®im#thodology refer to the calculation of ASK (smatply) and the classification of domestic leg
international flights, which are now consideredbéopart of the domestic market. ANAC has statedithvatl republish information for 2008 at a latdate.

We had operating income of R$413.2 million in 200®hpared to operating losses of R$88.6 million in@0®ur operating margin was 6.9% in 2(
and a negative 1.4% in 2008. We reported net ircom2009 of R$890.8 million compared to a net lo6R$1,239.3 million for 2008. Income bef
income tax was R$756.1 million in 2009 comparedssés before income tax of R$1,195.0 million in 2008

Net Operating Revenueslet operating revenues decreased 5.9% to R$6,02lighnn 2009 as a result of our decision to distioue intercontinent
flights since the second half of 2008, focusing operations in the domestic market, South Ameriua deploying new routes to the Caribbean Re
(Aruba and Curacao). Consolidated demand increadét 3Domestic market demand increased by 14.9%e \whthe international market dropped 44
as a result of the discontinuation of our intergwenital flights to the EU in mid 2008 and the loentand to our routes to Argentina and Chile, dudné
swine flu, especially during the second and thindrtéer of 2009. The higher demand was partiaffgetfby a 12.6% decrease in yields to R$20.34 d¢m
2009 from R$23.27 cents in 2008 due to a varietiaators: (i) more stable capital markets scendiiplower selling expenses in the domestic maudks
to a gradual decrease during 2009 of commissioits tpatravel agencies in the domestic market (védidall players in the industry) which were ft
extinguished in February 2010, (iii) a highly cortifpee scenario in the domestic market, principallyring the months of September and October 20d
(iv) high demand growth from Brazilian consumersimgithe second half of 2009, mainly due to the fpgsieconomic scenario and improved const
confidence.
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Despite the 1.8% increase in the average numbeperfating aircraft from 106.4 in 2008 to 108.7 B09Q, our operating capacity decreased 2.7
terms of available seat kilometers, from 41,107iomlin 2008 to 39,998 million in 2009. The loweapacity was mainly due to the discontinuationha
long haul flights and our focus on fine tuning eapacity to demand growth by adjusting our airauéifization rate, especially during the first haff2009
when the macroeconomic environment was still ngiaastive as during the second half of 2009. A®masequence, our utilization rate dropped 4.1%
12.2 in 2008 to 11.6 in 2009. The number of depest increased 1.9% from 268,540 in 2008 to 273j602009 driven by our strategy to focus
operations in Brazil, South America and Caribbearketar reflecting our average stage length to deerbg 4.7% from 933 km in 2008 to 890 km in 2009.

Our load factor increased 3.7 percentage points 8a.6% in 2008 to 65.3% in 2009, mainly due a 2d®érease in available seat kilometers ¢
3.1% increase in revenue passenger kilometers.

Our ancillary revenues are derived from ellog andVoe Facilbusinesses as well as ticket change fees, exeggade charge§miles co-brandel
credit card and other incidental services, andaaréncreasingly important part of our revenue cositimm. Our ancillary and other revenues incre
39.3% from R$516.1 million in 2008 to R$718.9 milliam 2009, representing 11.9% of our total net resn mainly due to one off revenues
R$48.1 million related to image rights and rentabaf Smiles client database as part of the m@anded credit card contract, higher revenues ftamc
transportation and other fees related to flightihesluling and excess baggage.

Operating ExpensedOperating expenses per available seat kilometeedsed 11.2% to R$14.03 in 2009, primarily due)ta @9.2% decrease in fi
cost from R$6.40 cents in 2008 to R$4.53 cents iM200) a more favorable macroeconomic scenariBriazil and (iii) the better cost structure afteryf
integrated VRG into our operations in the last qeraof 2008. Operating expenses per availablekdeateter excluding fuel increased by 1.2% to R$9
2009, mainly due to norecurring expenses related to (i) the fleet renesaatied out in 2009 in order to further standaedaur fleet, which, sin
January 2010, has been fully comprised of Boeingt KBeneration aircraft Boeing 737-700, and 737-80@, @) nonfecurring expenses related to V
merger concentrated in the first half of 2009, eswlirring expenses related to Boeing 767 aircrafts.

Our breakeven load factor decreased 1.6% perceptagts to 60.8% in 2009 compared to 62.4% in 2@@Bnarily due the lower fuel cost per liter :
lower cost structure, a 3.7 percentage points aserén load factor, partially offset by a 12.6%lihecin yields.

The breakdown of our operating expenses on a eladle seat kilometer basis for 2009 comparedf@Bas as follows.

Year Ended December 3:

200¢ 200¢
(cost per available seat kilometer in R$ cent

Operating expenses:

Salaries, wages and bene 2.3¢ 2.7t
Aircraft fuel 6.4C 452
Aircraft rent 1.57 1.62
Sales and marketir 1.4: 0.91
Landing fees 0.82 0.7¢
Aircraft and traffic servicing 1.0z 0.9t
Maintenance materials and repe 0.9¢ 1.0¢
Depreciation and amortizatic 0.3C 0.3¢
Other operating expens 0.91 1.0¢
Total operating expenses 15.80 14.03
Cost per flight hou 16.8¢ 14.8¢

Salaries, wages and benefits increased 11.9%, ot R&million, due to a 8% cost of living increase salaries effected in December 2008, a 1.
increase in the number of employees from 15,972008 to 17,963 in 2009 (mainly due to the intemalon of our call center) and a provision for puofit
sharing plan of R$71 million, due to the compangtim to profitability. Salaries, wages and besgfier available seat kilometieicreased 15.2% due
the same reasons, although less diluted due tietrease in available seat kilometers in 2009.
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Aircraft fuel expense decreased 31.1%, or R$817lomi primarily due to a 37.9% decrease in averaf)éWTI) prices, partially offset by an 8.t
average appreciation of the U.S. dollar againstehé Aircraft fuel expense per available seat kiloenetecreased 29.2% due to the same reasons, di
less diluted by the decrease in available seatridgters in 2009.

Aircraft rent, which we incur in U.S. dollars, ieesed 0.9%, or R$5.6 million, due to a 4.4% incréasiee total fleet under operational leases frd
in 2008 to 94 in 2009. This tendency was partiaffget by an 8.5% average appreciation of the doBar against theeal. Aircraft rent per available st
kilometer increased 3.6%, reflecting a lower expetitition due to the lower available seat kilomeia 2009.

Sales and marketing expense decreased 38.1%, o#AR$BRlion, resulting from the integration of VR&teservation systems that optimized se
expenses as well as the progressive decreaseviel igent commissions for domestic market salemlesSand marketing per available seat kilon
decreased 36.2% due to the same reasons, althdutgu dy the decrease in available seat kilomete2909.

Landing fees decreased 7.6%, or R$25.7 million, malne to the discontinuation of intercontinentagtits in the second half of 2008 resulting in lo
fares, partially offset by the 1.9% increase in tinenber of departures. Landing fees per availab kilometer increased 4.7% due to the samens
although less diluted by the decrease in availséée kilometers in 2009. Aircraft and traffic deing expense increased 9.6%, or R$40.5 milliomarily
due to same reasons that impacted landing feasraftiand traffic servicing expense per availad#at kilometer decreased 7.3% due to the decredbke
total capacity as a result of our decision to digicmie intercontinental flights as of July 2008.

Maintenance, materials and repairs increased 706%9$29.2 million, due to increased maintenance esge related to the return of part the Bo
737300 fleet as part of the further fleet standardimatind renovation plan, partially offset by a 8.8&erease in engine overhauls from 58 in 2008 tm
2009. Maintenance, materials and repairs per @ailseat kilometer decreased 11.0% primarily duthé same reasons, although less diluted b
decrease in available seat kilometers in 2009.

Depreciation and amortization increased 14.2% or7R&illion, due primarily to the increase in fixadsets resulting from the addition of 8 aircra
finance leases during 2009. Depreciation and anatidn per available seat kilometer increased %Odlie to the same reasons, although less diluteke
decrease in available seat kilometers in 2009.

Other operating expenses increased 14.9%, or R#%8idn, due to expenses of R$73.0 million relatecthe integration of accounting systems
provided further automation of our consolidationgass and adherence to the Brazilian Federal Tas&dlment Payment Program (REFIS), to finance
due taxes in up 180 installments. Other operatixggenses per available seat kilometer decreas@&ol@ue to the same reasons, although diluted t
increase in available seat kilometers in 2008.

Financial Income Financial income totaled R$342.8 million as ofcBber 31, 2009, compared to a financial expende$&f106.4 million in 200
mainly as a result of non-cash foreign exchangmitian gain on our assets and liabilities of R$718illion due to the impact of the appreciation lué teal
against the U.S. dollar during 2009.

Income TaxesWe recorded an income tax benefit of R$134.7ionilln 2009, compared to an expense of R$44.3 mijllmainly due to the use of 1
credits in the amount of R$135.3 million from tasdes generated by VRG, acquired in 2007. This ehasag possible due to our positive operating |
for the last six quarters and we expect that tieisd will continue in the next years
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B. Liquidity and Capital Resources
Cash Flow Analysis

Operating Activities Our strategy is to rely primarily on cash flofvem operations to provide working capital for @nt and future operations.
2010, we generated R$723.9 million in cash from aperating activities reflecting the increase in operating profitability. In 2009 and 2008 net ¢
provided by operating activities was R$457.3 milleomd R$151.7 million, respectively. Cash flows fropemting activities for 2010 were also driver
R$214.2 million in net income, plus noncash deptiriaand amortization expense of R$281.6 milliomcash interest on loans of R$297.3 million, a
R$208.5 million increase in accounts receivable. Glmshs associated with financial derivative instremts, which are also classified as operating
flows, were net inflows of R$117.0 million in 20IDhese increases were partially offset by an iner@fdfk$146.6 million in accounts payable, an out
of R$162.2 million in advance from customers anéharease R$124.7 million in provisions. In 2009, gemerated R$457.3 million cash from our oper:
activities, mainly driven by our net income of R$&tnillion, and partially offset by the decreaseatounts receivable of R$182million and a decrea
in deposits of R$124.2 million. The lower cash fiofrom operations activities in 2008, was mainlg do the net operating losses for the year.

Our operating cash flows are affected by the remguént under the terms of certain of our aircraféraping lease agreements that we este
maintenance reserve deposit accounts for our #irtra must be funded at specified levels. At ®&aber 31, 2010, we had R$456.7 million of dep
under our aircraft operating leases for maintenan€ends will be drawn from the maintenance reseaweounts to reimburse for certain struci
maintenance expenditures incurred. We believatheunts deposited and to be deposited plus ourcagim resources will be sufficient to service oturfe
aircraft and maintenance costs for the duratioihefapplicable operating leases.

Investing Activities Net cash used in investing activities was R$278Bon primarily due to acquisitions of properynd equipment, including spi
parts and aircraft modifications, investments ia #xpansion of Confins Maintenance Center anddptieery deposits for the acquisition of Boeing
aircrafts. During 2009, capital expenditures werel 35 million, due to investments in airport infrasture and stores, especially in South Amel
destinations, information technology, rotables apdre parts. In 2008, capital expenditures wered®$3million related to acquisitions of propertyam
and equipment and cash generated was R$40.6 million.

Financing Activities Net cash provided by financing activities tothlR$139.9million in 2010 and consisted primarily of capitak raised in ot
issuance of R$525.5 million senior notes (equivatent/S$300 million on the date of issuance) matyiim 2020, and the issuance of odft deries ¢

debentures in the amount of R$600 million that wedu® repay the remaining balance of R$378 millimmf our 39 series of debentures. These proc
were partially offset by the prepayment of workoapital lines and other debt maturing within 3 ge@nge, and by the decrease in the dividendsduaidc
the period. Net cash provided by financing adgsitotaled R$769.2 million in 2009, as comparedebcash used in financing activities of R$611.3iom
in 2008, mainly due to receipt of net proceeds fi@rollow-on offering of common and preferred shares in tmewnt of R$600.3 million concluded
October 2009 and receipt of net proceeds fromtagigffering in the amount of R$203.5 million cordtl in the second quarter of 2009.

Liquidity

In managing our liquidity, we take into account @ash and cash equivalents and stent: investments as well as our accounts receivaddinces
Our accounts receivable balance is affected byp#wnent terms of our credit card receivables. €uatomers can purchase seats on our flights ut
credit card and pay in installments, typically ¢iega one-or twanonth lag between the time that we pay our suppb@d expenses and the time tha
receive payment for our services. When necessa&ypbtain working capital loans, which can be sedusy our receivables, to finance the saledsk
collection cycle.

We have a strong balance sheet, especially ourara$lbash equivalents position which as of Decer@beP010 was equivalent to 28.3% of our tra
twelve months’ net operating revenues and alrealyasses our initial target of to at least 25%railihg twelve monthsnet operating revenues. T
position also covers 5.7 times our shiartm obligations, which we believe currently isappropriate level of liquidity. We are also contettto have n
significant financial debt maturities coming duehin any three-year horizon.
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The following table sets forth certain key liquiddata in IFRS at the dates indicated:

At December 31
200¢ 201( % Change

(in millions of reais)
Real Denominate 1,968.: 2,316.: 17.68%
Cash and Cash Equivale 1,382.¢ 1,955.¢ 41.49%
Shor-Term Investments and Restricted C 66.5 57.1 (14.14)%
Shor-term Receivable 519.: 303.] (41.63)¥
Foreign Exchange Denominate 804,¢ 323.% (59.77)%
Advances for acquisition of aircre 804,¢ 323.% (59.77)%
Total Cash Deposit 2,772.¢ 2,639.¢ (4.80)%

At December 31, 2010, cash, shmmtm investments and restricted cash were R$2,0t®i6n, comprised by R$1.955,9 in cash and cashvatgnt:
balance, R$22.6 million in sharm investments representing immediate liquidrfgial assets and R$34.5 million in restricted cabhe increase in tol
liquidity as compared to 2009 is mostly due to afieg cash flow generation and the several measar2810 towards increasing our liquidity such &
our 4th debenture issuance in the amount of R$6A®miwhich were used to finance working capifady suppliers and settle the outstanding balan
our 3rd debenture issue in the amount of R$378anilland (ii) the R$525.5 million senior notes is@guivalent to US$300 million on the date of isueg
in July 2010, which proceeds were used to setdembrking capital credit lines and other debt matywithin 3-years range.

Short-term receivables include credit card salks,Moe F&cil installment payment program, accounts receivafila® travel agencies and ca
transportation. At the end of 2010, we had deeealse volume of shoterm receivables as compared to 2009, due to isergathe volume of discount
receivables.

At December 31, 2010, we had R$308.5 million depdsivith Boeing as advances for aircraft acquisitiamslecrease of 39.1% as compare
December 31, 2009, mainly due to the higher nunabegircraft delivered in 2010 with the deposit reed to us and the lower number of new air
deliveries scheduled to be delivered from Boeingeurdir fleet plan in the next 18 months as comptrede same period in 2009.

As a result, our total cash deposits was R$2,608l®mat December 31, 2010 as compared to R$2,76fllBn at December 31, 2009.
Indebtedness

The following table sets forth our loans and firiage at December 31, 2010 and 2009:

At December 31
200¢ 201 % Change
(in millions of reais)
Loans and Financin 1,003.: 1,709.¢ 70.41%
Aircraft Financing* 1,800.¢ 1,680.: (6.70)%
Interest 19.¢€ 53.7 169.80%
Perpetual Bonds 310.1 297.9 (3.92)%
Total Loans and Financing 3,133.¢ 3,741.. 19.37%

* As of December 31, 2010 there were no PDP facildgigstanding.

At the close of fiscal year 2010, our total debswR$3.7 billion, with an average term of 8.6 yeasscluding aircraft financing and perpetual notes)
an average interest rate of 11.2% for obligations¢al currency and of 6.5% for U.S. dollar denoatéd obligations. Excluding our perpetual bomdsch
have no maturity date, total loans and financingléal R$3.4 billion at December 31, 2009, with aitpasforeign exchange effect due to the appreaimbt
thereal against the U.S. dollar of 4.3% between the twaops. The increase compared to 2009 was due tdtthessuance of debentures in the amou
R$600 million and the R$525.5 million issuance ofi@enotes (equivalent to US$300 million on the datéssefiance) in July 2010, partially offset by
settlement of our PDP Facility line and working italpcredit lines and other debt maturing withineth years.
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Loans and Financing

The following table sets forth our short- term dop-term loans (excluding aircraft financings)oei®ecember 31, 2009 and 2010:

At December 31

2009* 2010* % Change
(in millions of reais)

Short-Term Debt

Local Currency 177.2 129.1 (27.16)%
Working Capital 160.( 83.¢ (47.62)%
BNDES loan® 14.4 14.4 (0.33)%
BNDES-Safra loaf?) - 27.6 -
BDMG loan®®) 2.8 34 20.57%
Foreign Currency (U.S. Dollars 14.F 16.€ 14.50%
IFC loan® 14.5 13.¢ (4.24)%
FINIMP ® - 2.7 .
Total Short-Term Debt 191.% 145.% (24.00)%
Long-Term Debt

Local Currency 406.¢ 700.t 72.20%
BNDES loan® 22.7 8.4 (63.12)%
BNDES-Safra loat?) - 70.9 -
BDMG loan® 10.1 27.3 170.61%
Debenture: 374.( 593.¢ 58.79%
Foreign Currency (U.S. Dollars 404.t 863.2 113.39%
IFC loan® 43.5 27.8 (36.16)%
Senior Note: 361.( 835.¢ 131.349
Total Long-Term Debt 811.: 1,563.° 92.74%
Total Loans Ex-Perpetual Bond: 1,003.( 1,709.¢ 70.42%
Perpetual Bonds* 310.] 297.¢ (3.92)%
Total Loans - including Perpetual Bond: 1,313.: 2,007.: 52.87%

* Does not include interest

** No maturity term bonds

(1) Credit line with Banco Nacional de DesenvolvineeBtondmico e Social (the Brazilian Development BaokBNDES, used to finance the development of ourfi@s maintenance center.
(2) Credit line with BNDES used to finance the modieation of engines.

(3) Credit line with Banco de Desenvolvimento de Nitgerais (Minas Gerais State Development Bank) tssédance the development of our Confins mainterarenter.

(4) Credit line with International Finance Corporatigsed to finance spare parts.

(5) Credit line with Banco do Brasil used to finanegort of rotables parts.
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Aircraft Financing:

The following table sets forth our aircraft finamgs as of December 31, 2009 and 2010:

At December 31

200¢ 201 % Change
(in millions of reais)

Short-Term Debt (Foreign Currency - U.S. Dollars

PDP Facility 243.¢ - (100.00)¥
Financial Leasing 136.% 146.€ 7.27%
Total Short-Term Debt (Foreign Currency - U.S. Dollars 380.1 146.€ (61.42)%
Long-Term Debt (Foreign Currency - U.S. Dollars]

Financial Leasing 1,420." 1,533.t 7.94%
Total Long-Term Debt (Foreign Currency - U.S. Dollars 1,420.° 1,533t 7.94%
Total Aircraft Financings* 1,800.¢ 1,680.: (6.70)%

* As of December 31, 2010 there were no PDP facildigstanding.

On December 31, 2010, aircraft financing debt &ataR$1.7 billion, including finance leases paid ionthly installments with funds generated from
operations. Financial expenses related theretb@oked as financial expenses on the income stateme

Total shortterm debt at December 31, 2010 totaled R$346.0 siimgiof finance leases of R$146.6 million, workeapital of R$83.3 million, intere
of R$53.7 million and loans of R$61.8 million.

The following table sets forth the maturities antefest rates of our indebtedness:

Contractual Effective
Maturity Interest Interest p.a. Currency

Working Capital Aug/1C 118.0% of CDI 2.68% Rea

BNDES Jul/1z TJILP +2.659 8.66% Rea

BNDES-Safra Mar/14 TJILP +5.59 11.46% Rea

BDMG Jan/1 IPCA +6% 8.05% Rea

Debenture: Sep/1! 118.0% of CD 12.63% Rea

IFC Loan Jul/1: Libor +3.750% 4.15% U.S. dolla

Senior Notes 201 Apr/17 7.50% 7.50% U.S. dolla

Senior Notes 202 Jul/2C 9.25% 9.25% U.S. dolla

Perpetual Bond n/e 8.75% 8.75% U.S. dolla

The following table sets forth the loans and firiags amortization schedule:
2011 201: 201: 201¢ 201¢ After 2015 Total
(in R$ millions)

Real Denominate 129.( 40.€ 35.2 17.t 598.( 9.1 829.t
Working capital 83.€ - - - - - 83.€
BDMG 34 3.2 6.4 4.4 4.1 9.1 30.7
BNDES 14.: 8.4 - - - - 22.7
BNDES-Safra 27.5 28.¢ 28.¢ 13.1 - - 98.4
Debentures - - - - 593.¢ - 593.¢

Foreign Currency Denominated 16.€ 13.¢€ 13.¢ - - 835.¢ 879.¢
IFC 13.¢ 13.¢ 13.¢ - - - 41.7
FINIMP 2.7 - - - i _ 27
Senior Notes - - - - - 835.¢ 835.¢

Total* 145.¢ 54t 49.2 17.t 598.( 844.t 1,709.¢

*excluding interest expenses and aircraft financing
For further information on our financing activitie®e note 16 to our consolidated financial statésnags of December 31, 2010.
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Covenant Compliance

Our long term financings (excluding the perpetuahds and aircraft financings) in the aggregate arnofiR$1,563.7 million at December 31, 2
contain customary covenants and restrictions, @ioly but not limited to those that require us toint@n defined debt liquidity and interest expe
coverage ratios.

We are subject to certain financial and performandeators (covenants) based on consolidated diahstatements such as: (1) net debt/EBITC
(2) current assets/current liabilities, (3) EBITDAId service, (4) shoterm debt/EBITDA, (5) current ratio and (6) debt emge index (DCI). /
December 31, 2010, we were in compliance with@lenants.

The debentures we issued during the third quaft@0dO require the maintenance of certain debtiserwoverage index, which is defined as the
between our cash flow and debt service (total efgtfincipal amortized plus interest paid) for amyeg fiscal year. VRG must obtain an index of asl
130%, to be in compliance at the end of each reéiseperiod. In addition, VRG must also maintais financial leverage ratio, which is defined as
adjusted debt divided by EBITDAR, below 3.5x. At Batber 31, 2010, we met the minimum required perdmee indicators for the debentures.

Other Financing Sources and Measures
We declared aggregate dividends of R$50.9 milliontlie fiscal year 2010. We declared dividendB$185.8 million for the fiscal year 2009.

On May 5, 2010, our board of directors approvedgital increase, in the amount of R$119.0 millioithwhe issuance of 4,883,756 shares, of w
3,833,076 were common shares and 1,050,680 wefiermge shares. During 2010, our executive offiee@arcised stock options for an aggregate of 17:
preferred shares.

Capital Resources

We typically finance our leased aircraft througleigiing and finance lease financings. Althoughbelieve that debt and/or operating lease finan:
should be available for our future aircraft delieer we cannot assure you that we will be ableetu®e financings on terms attractive to us, ifllat &o the
extent we cannot secure financing, we may be reduo modify our aircraft acquisition plans or intugher than anticipated financing costs. We ekpe
continue to require working capital investment doethe use of credit card installment payments by astomers. We expect to meet our oper
obligations as they become due through availaldk aad internally generated funds, supplementegesssary by short-term credit lines.

Our growth plans contemplate operating 121 airdrafthe end of 2013. As of December 31, 2010, ae 100 firm purchase orders with The Box
Company for 737-800 Next Generation aircraft outditagn and we have 10 purchase rights and purchasenspfor an additional 40 73300 Nex
Generation aircraft. Committed expenditures fos¢haircraft, based on aircraft list price and idiolg estimated amounts for contractual price esical
and predelivery deposits, are US$191.2 million in 2011,$482.0 million in 2012, US$478.8 million in 2013cakiS$444.1 million in 2014, US$36(
million in 2015 and US$67.0 million beyond 2015.e\Xpect to meet our poelivery deposits by using long term loans fronvate financial institutior
guaranteed by triple A rated institutions and apitarkets financings such as long term and peapétunds.

The firm aircraft orders represent a significanaficial commitment for us. Pending the applicatibthe proceeds from financing activities, we t
invested these proceeds in overnight deposits apasit certificates with highly-rated Brazilian ban&nd short-term investments, mainly highdyec
Brazilian government bonds.

We expect that the continuance of the commitmentstérom the EXm Bank to provide guarantees covering 85% of thgregate purchase price
the firm order aircraft will assist us in obtainitayv-cost financing for the purchase of the firm ordecraft. The remaining 15% of the aggregate puse
price for the firm order aircraft is expected to foeded by our cash or other financing alternativé® the extent that we do not have sufficienth
resources to do so, we may be required to modifyaineraft acquisition plans or to incur higher nhanticipated financing costs, which would haw
adverse impact on the execution of our strategykarsiness. The Compalibglieves that it has and will in the future haverapriate funding resourc
available with the combination of Ex-Im Bank suppdrfinancing, local development bank funding arld aad leaseback transactions.
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Ex-Im Bank has recently agreed on a common appraé&bhEuropean exportredit agencies on offering export credits for cagneral aircraft. Amon
other things, the new ASU sets forth minimum gutgarpremium rates applicable to aircraft delivevacor after January 1, 2011, or under firm cong
entered into after April 30, 2007. While subjezntodification, the exposure fees paid by Gol opliapble aircraft are likely to increase. The antoofrany
such increase will depend upon the credit riskgaesl to us by the participating expagencies pursuant to the protocols of the ASUaddition, we wil
no longer be able to finance the amortization paymef loans guaranteed by Ex-Im Bank with SOAR |Ifzarilities.

Recent Accounting Pronouncements

As of the date of our consolidated financial staata included elsewhere in this annual report wek d@dopted all new and revised standards
interpretations except for the following:

e IFRS 9 - Financial Instruments: Introduces new neguents for the classification and measuremensséta and liabilities. It establishes that all
financial assets recognized that are insertedarstiope of IAS 39 Financial Instruments: Recognition and Measuremensabsequently measu
at amortized cost or fair value. Required from teeqa beginning on or after January 1st, 2013.

e Change of IFRS 3 — Business Combinations, introdueefotlowing requirements:

i. Measurement of non-controlling participationSpecifies that the option to measure non-coinpinterests, both at their fair value as the
proportionate share of non-controlling interestlo® acquiree’s identifiable net assets at the a@tgpn date, is only applicable to the non-
controlling interests that are effective and watrtesiders a proportionate share of net assets imthjini the event of a liquidation. All other
components of the non-controlling interests shd@ldneasured at their fair value at the acquistiate, unless another measurement basis is
required by IFRSs.

ii. Payment of share-based awards not replaced or replamluntarily— Specifies that the current requirement that therdsveneasure by the bu
should replace the share-based payments of acginraecordance with IFRS 2, on the purchase datek@hbased measurement) are applicab
transactions of shatgased payments of the acquiree that are not rapl&pecifies that the current requirements forgiaent of the measurem
of marketbased awards replaced between the consideratiosféreed in a business combination and compensakpanse in the period after

business combination is applicable to all prizeadpeeplaced, regardless of whether the buyer ligedhto replace them or if he does voluntarily.

iii. Requirements transition to compensatory quotashafsiness combination that occurred prior to maondatdoption of IFRS 3 (2008)
Clarifies that IAS 32 - Financial Instruments: Pragadon, IAS 39 — “Financial Instruments: Recogmiteand Measurement” and IFRS 7 —
“Financial Instruments: Disclosures” are not apgdbie to compensatory quotas which arose from bssioembinations whose acquisition date is
prior to the application of IFRS 3 (2008).

e Change of IFRS 7 — “Financial Instruments: Disclosur€ncourages qualitative disclosures in the corgéguantitative disclosures required to
assist users to form an overview of the natureextent of risks arising from financial instrumen®arifies the required level of disclosures al

credit risk and collateral held and provides exeompfor disclosures of loans renegotiated.

e Amendment of IAS 34 Interim Financial Reporting Provides emphasis to the principle in IAS 34 tihat disclosures about significant events
transactions in interim periods should update #evant information that has been presented imtbst recent annual financial statements. Exp
how to apply this principle in relation to finankiastruments and their fair values.

e Amendments to IAS 32 - Classification of rights BsuDiscusses the classification of certain rightsarefgn currency as an equity instrumer
financial liability. Until the present date, we lanot entered into any agreement that would fib ite scope of these changes. However,
acquire rights within the scope of changes in iarcounting periods, the amendments to IAS 32takik effect on the classification of these rights

e Amendment of IAS 12 - Income Tax (Deferred Tax: Reey of Underlying Assets)Requires an entity to measure the deferred tax dependin
on whether the entity expects to recover the cagryialue of assets through use or sale. When &t iassieasured at fair value model of IAS 40
Investment Property it can be subjective and diffito assess whether the recovery of assets asighrthe use or sale. The change prese
practical solution to the problem by introducing tissumption that recovery of the carrying valueneirmally be by sale. As a result of the chan
SIC-21 - Income Taxes - Recovery of revalued Mepreciable Assets will no longer apply to investtm@operties held at fair value. The chat

must be adopted for fiscal years beginning on raanuary 1, 2012 and earlier adoption is peeohitt
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C. Research and Development, Patents and Licenses, etc.

We believe that the Gol brand has become synonymadils innovation and value in the Brazilian airliiedustry. We have filed requests
registration of the trademarks “GOL” and “GOL LINKSAAEREAS INTELIGENTES"with trademark offices in Brazil and in other coigsr and hay
already been granted final registration of thesddmarks, for example: in Argentina, Bolivia, Chitgplombia, the European Union, the United St
Paraguay and Uruguay. VRG holds trademark registrafor the Varig” brand and trademark applications for tt8nfiles brand in various countries.

D. Trend Information

We believe in a strong recovery in the Brazilianreray, especially in the growth of the Brazilian m&dlass in the next years. We are foreca
demand for the Brazilian domestic airline industyiricrease by between 2.5x and 3.0x the growtth@fBrazilian GDP, combined with the continu
expansion of Brazi§ potential market led by the accelerated growtdeémand from South America and the Caribbean. We @in to continue to a
capacity in a conservative basis, at a proportigrialver rate than the growth in demand in our reety and believe that nominal yields in our netv
should remain stable as compared to 2010. Thigiy®snacroeconomic and operating scenario, contbim¢h our strategy to continue to grow passe
revenue and developing new sources of ancillargregs, while further reducing and diluting uniteogts, should further improve operating margins.

E. Off-Balance Sheet Arrangements

None of our 86 aircraft recognized as operatingdeabligations are reflected on our balance shé¢tDecember 31, 2010, we had 39 airc
recognized as finance leases on our balance skéetare responsible for all maintenance, insuramceother costs associated with operating theseatti
however, we have not made any residual value @raharantees to our lessors.
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F. Tabular Disclosure of Contractual Obligations

Our non-cancelable contractual obligations at Dde31, 2010 included the following:

Beyonc
Total 2011 2012 2012 2014 201t 2015
(in thousands ofeais)

Non-derivative financial instruments

Aircraft and engine operating lea 2,105 222.¢ 224.: 225.¢ 226.¢ 221t 984.¢

Aircraft finance least 2,063.¢ 227.2 227.% 227.2 227.2 219.¢ 935.F

Shor-term borrowini 199.¢ 199.¢ - - - - -

Long-term borrowingd) 1,861.¢ - 54. 49.2 17.5 598.0 1,142.5
Total non-derivative financial instruments 6,230.¢ 649.t 505.¢ 502.2 471.F 1,039.: 3,062.¢
Derivative financial instruments

Fuel derivativ 33.2 33.2 - - - - -

Foreign exchange derivati 8.2) 8.2) - - - - -

Interest rate swa - - - - - - -
Total derivative financial instruments 25.C 25.C - - - - -
Aircraft commitments

Pre-delivery deposit 1,944.( 191.2 402.( 478.¢ 444.] 360.¢ 67.C

Aircraft purchase commitmen 16,427. 882.¢ 386.( 2,107.¢ 3,380." 2,944 ¢ 6,726..
Total aircraft commitments 18,371. 1,074.. 788.( 2,586.: 3,824.¢ 3,305.¢ 6,793.:
TOTAL 24,627.. 1,748.¢ 1,293.¢ 3,088.¢ 4,296. 4,344.¢ 9,855.¢

(1) Does not include short-term finance leases.
ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. Directors and Senior Management

Under our by-laws, we are managed by Gonselho de Administragdor board of directors, which is composed of astdive members and at m
eleven members, and @iretoria, or board of executive officers, which is composddat least two and at most seven members. Aouprtb the
Differentiated Corporate Governance Practices L@veitroduced by BM&FBOVESPA, at least 20% of the memsbof our board of directors shall
“independent directors,” as defined by the BM&FBOVRSP

Our management and board of directors is suppaatetl advised by a number of committees which comphighly specialized and qualifi
individuals. These committees actively participatehe strategic and other key decisions of ounagament and we believe they add substantial e
our business. We currently have audit, human ressuand corporate governance, financial and raicyp and accounting committees, comprise
members of our board of directors and non-board lbeesn We also have a tax and financial statemaitypsubcommittee.

We are committed to achieving and maintaining hstandards of corporate governance. In working tdsv¢his goal, we have established a ht
resources and corporate governance committee titanamd make recommendations with respect to gatpayovernance “best practicds”our board ¢
directors. In addition, in connection with listings a Level 2 company on the BM&FBOVESPA, we haveeredt into an agreement with
BM&FBOVESPA to grant certain additional rights notjuired of Level 2 companies to our shareholdersh s tagalong rights offering our preferr
shareholders 100% of the price paid per commorestfacontrolling block shareholders. We conduatlmusiness with a view towards transparency an
equal treatment of all of our shareholders. Weshimmplemented policies to help to ensure that allemal information that our shareholders requirenaike
informed investment decisions is made availabléhéopublic promptly and that we at all times actelyareflect the state of our operations and firial
position through press releases, filings with tleCSand Brazilian Securities Commission (“CVM3nd by keeping the investor relations section @
website current and complete. We have also addptathl policies that restrict trading in our pneésl shares by company insiders.

In addition, according to the Level 2 practiceg, tompany shall cause all new members of the afaditectors, board of executive officers and fi
committee must sign a statement of consent in wthiely undertake to comply with the regulationstaf Differentiated Corporate Governance Prac
Level 2. Their taking office isonditioned to signing of such document. Also tirembers of the board of directors, board of exeeutificers and fisc.
committee must sign a statement of consent, intwthiey undertake to refer to arbitration underahspices of the BM&FBOVESPA Arbitration Cham
any disputes and/or controversies arising out efapplication of the listing rules of the Differiied Corporate Governance Practices Level 2, stiad
agreement with BM&FBOVESPA, the regulations of the BMBOVESPA, the provisions of the Brazilian corporatiem, guidelines issued by 1
Brazilian authorities and the other rules applicdbléhe capital markets in general, involving tleenpany, the shareholders, the managers and the ens
of the fiscal committee.
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Board of Directors

Our board of directors is dedicated to providing ouerall strategic guidelines and, among othengbj is responsible for establishing our get
business policies and for electing our executifieerfs and supervising their management. Currently,board of directors is comprised of nine memsk
Four of the board members qualify as independesgdapon New York Stock Exchange criteria. Therdboé directors meets an average of five time:
year or whenever requested by the president oe tnembers of our board of directors.

Under the Brazilian corporation law, each directarstrhold at least one of our common or preferredeshand be a Brazilian resident, and is elect
the holders of our common shares atAlssembléia Geral Ordinarjar the annual general meeting of shareholdetererare no provisions in our tgws
restricting (i) a directos power to vote on a proposal, arrangement or &ohin which such director is materially interested (ii) the borrowing powe
exercisable by our directors from us. However,arriie Brazilian corporation law, a director is pbifed from voting on any matter in which such dic
has a conflict of interest with our company.

Additionally, under the Brazilian corporation lavhaseholders of publicly traded companies, such eske, who together hold non-voting or voting
right restricted preferred shares representingast|10% of our total share capital for at leagteghmonths are entitled to appoint one member oboard o
directors.

Under our bytaws, the members of the board of directors aretedeby the holders of our common shares at thaameneral meeting of shareholde
Members of our board of directors serve simultaseme-year terms and may be re-elected. The @i current directors expire in April 2011. Qay-
laws do not provide for a mandatory retirementfag®ur directors.

The following table sets forth the name, age arsitipm of each member of our board of directorsbrief biographical description of each membe
our board of directors follows the table.

Name Age Position

Alvaro de Souza 62 Chairmai
Henrique Constantir 3¢ Vice-Chairmal
Antonio Kandir* 57 Directol
Constantino de Oliveira Juni 42 Directol
Joaquim Constantino Ne 4€ Directol

Luiz Kaufmann* 65 Directol
Paulo Kakinoff* 3€ Directol
Ricardo Constantin 48 Directol
Richard F. Lark, . 44 Directol

* Denotes an independent director

Alvaro de Souzéas been a member of our board of directors ghugrist 2004 and became our chairman of the boa#gpiil 2009. Mr. Souza is ¢
officer of AdS—Gestao, Consultoria e Investimentos Ltda., and etairof the board of directors of World Wildlife Fuim Brazil (WWF), He is also
member of the board of directors of the followingmpanies and organizations: WWF International Bardrustees, the Brazilian Biodiversity Ft
(FUNBIO), Unidas S.A., Triangle Bank S.A. (Tribanc@SU-CardSystem and Santos Soccer Club. He is also meshliee audit and fiscal committee
AMBEV. Mr. Souza is a certified director by IBG@¥azilian Institute of Corporate Governance. He wagfdaxecutive Officer of Citibank Brazil fro
1991 to 1994 and an Executive Vice-President ofg@itip in New York from 1995 to 2003. Mr. Souzadsh bachelos degree in Economics ¢
Business Administration from Pontificia Universida@atolica de S&o Paulo. Mr. Souza isimtlependent member of our board of directors uride
requirements of the SEC and NYSE listing standandsissa member of our audit committee and humawuress and corporate governance committee.
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Henrique Constantindnas been a member of our board of directors diteech 2004 and became our vickairman of the board in June 2010.
participated in the creation of Gol and servedtaghief financial officer from January 2001 to Mlar2003, when he became a member of the boarc
Henrique Constantino is also a member of the boauirectors of Providéncia S.A. and BR Vias S.A. Monstantino has a law degree fr@&@&UB—
Centro de Ensino Unificado de Brasilamd has a post-graduate degree in Business Adratiost from EAESP—FGV (Fundacgdo Getllio VargaSae
Paulo]. Mr. Constantino is a member of our financial @is policy committee and human resources and catp@overnance committee.

Antonio Kandirhas been a member of our board of directors shugpist 2004. Mr. Kandir is an economic consultimt. Kandir is also partner
Governanga e Gestao and is a member of the boatideofors of Providéncia S.A. Mr. Kandir servedhe Brazilian government as a Federal Lower H
Representative for two terms of office, and served®kanning and Budget Minister and Secretary of Booa Policy and President of the Privatiza
Council. He has a bachelor degree in productiorineeging from the Escola Politécnica at USP anchélacs, masters and doctoral (PhD) degre
Economics from Unicamp. Mr. Kandir is an indepertdmember of our board of directors under the meguénts of the SEC and NYSE listing stand
and is a member of our audit committee.

Constantino de Oliveira Junidras been a member of G@Lboard of directors and its Chief Executive Offisieice the Company was founded in 2(
Mr. de Oliveira introduced the “low-cost, low-farebncept to the Brazilian airline industry and wasned “Most Valuable Executivdly the Brazilial
newspapeialor Econdmicoin 2001 and 2002. He was also elected the LeaBiegutive in the logistics sector by the readdr&azeta Mercantil,
Brazilian financial newspaper, in 2003, and in 2088s named a “Distinguished Executivi’ the Air Transportation category at the GALA (i
American Aeronautics Gallery) awards, sponsorethijA. Between 1994 and 2000 he served as direntpassenger land transportation company. M
Oliveira studied Business Administration at theiversidade do Distrito Federalnd attended the Executive Program on Corporatealyanent for Braz
conducted by the Association for Overseas Tech&chblarships. He is also member of our humaruress and corporate governance committee.

Joaquim Constantindleto has been a member of our board of directors ditexeh 2004 He has been the chief operations officer ofGloenportt
group since 1994. From 1984 to 1990, he was ingehaf operations of Empresas Reunidas Paulistaatesportes Ltda. Since 1990 to the present,
been the President of Breda Servigos, a bus tratasiporcompany.

Luiz Kaufmanrhas been a member of our board of directors €hemember 2004. Mr. Kaufmann is the Managing Pahé&. Kaufmann Consultor
Associados. Mr. Kaufmann has presided over sevaalpanies such as Aracruz Celulose S.A., Medial &aKdoton Educacional, Petropar, Gri
Multiplic, Arthur D. Little, and was a partner atP@nvestimentos. He was a member of several coregdnoard of directors, including Pioneer Bliec
International, América Latina Logistica and Lojasnéricanas. He was a member of the Global Corpdgateernance Advisory Board, which v
comprised of 20 internationally renowned businessiérs from 16 different countries, created to adesknowledge on the roles and responsibilitie
boards of directors of international companies.. Kiufmann is an independent member of our boardirettors under the requirements of the SEC
NYSE listing standards. He is a member of our taeminmittee and our audit committee financial ekpsrdefined by the current SEC ru

Paulo Kakinoffhas been a member of our Board of Directors sineaalg 2010. Mr. Kakinoff is currently CEO of Audi&il and vice president of
Brazilian Automobile Importers AssociatioAgsociacdo Brasileira de Importadores de Veiculotomotores — ABEIVAHe is also a member of the bc
of directors of Volkswagen Participacdes Ltda. érice Services of Volkswagen Group in Brasil) sin@gdil 2011. Mr. Kakinoff has 18 years of experit
in the auto industry, having served as Sales & Mimlg Director at Volkswagen do Brasil and as Exeeubirector for South America at the Volkswa
Group’s head offices in Germany. He holds a baxrtetegree in Business Administration from

Ricardo Constantindias been a member of our board of directors diteeh 2004. He has been the chief technical anidterence officer of tt
Comporte group since 1994. Mr. Ricardo Constantin@ Mealso member of the board of directors of BR\Aas. and Providéncia S.A.
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Mackenzie University. Mr. Kakinoff is an indepemtienember of our board of directors under the meguoénts of the SEC and NYSE listing standards

Richard F. Lark Jr. has been a member of our board of directors since 2008. Mr. Lark served as our executive viesident, chief financial ai
investor relations officer from April 2003 to Jup@08. He is a director of Endurance Capital Pastnan investment management firm (participai
Anbima and ABVCAP), and a member of the board ofaies of Renar Magés S.A. (BM&FBOVESPA: RNAR). From @@0 2003, Mr. Lark served
chief financial officer of Americanas.com, one bétleading Brazilian eemmerce companies. Prior to joining Americanas,ddr. Lark was an executi
in the investment banking divisions of Morgan S¢ggn& Co., Citicorp and The First Boston Corporationr. Mark is a member of the Board of Govert
of the American Society of Sdo Paulo since 2008jngaserved as its president during 2Q0®7. Mr. Lark holds a Master in Business Admiitor
degree from the Anderson School at UCLA and bactddgrees in finance and business economics anasphity from the University of Notre Dame.
is also a Portfolio Manager authorized by the CVM @nassociated with the Brazilian Institute of Cagte Governance (IBGC). Mr. Lark is a membe
our financial and risk policy committee and acc@nmttax and financial statement policy subcomreitte

Constantino de Oliveira Junior, Henrique Constantio@aquim Constantino Neto and Ricardo Constantinbrateers. Constantino de Oliveira Jur
Henrique Constantino, Joaquim Constantino Neto andréicConstantino control our major shareholder Fudeltnvestimento em Participagdes Vollutc
an equal basis.

Executive Officers

Our executive officers have significant experieircéhe domestic and international passenger tratefjimn industries, and we have been able to
upon this extensive experience to develop our lost-operating structure. The executive officers masponsible for our day-ttey management. T
executive officers have individual responsibilitestablished in our biaws and by our board of directors. The businekess of each of our execut
officers is the address of our principal executffice.

Under our by-laws, we must have at least two anti@t seven executive officers that are electethbyboard of directors for a oyear term. An
executive officer may be removed by the board oéaors before the expiration of his term. Therentr term of all our executive officers end:
February 2012.

The following table sets forth the name, age argitiopm of each of our executive officers electedrgbruary 2011. A brief biographical descriptid
each of our executive officers follows the table.

Name Age Position

Constantino de Oliveira Jun 42 President and Chief Executive Offi

Adalberto Cambautva Bogs 45 Vice Presiden- Technica

Claudia Jordao Ribeiro Pagn: 43 Vice Presiden- Marketing

Leonardo Porcitncula Gomes Per 52 Vice Presiden- Chief Financial Officer and Investor Relations Off
Ricardo Khauaj 41 Vice Presiden- Management and Human Resou

Constantino de Oliveira Junior. S&e-Board of Directors.

Adalberto Cambauva Bogsdmas been an officer since October, 2010. He jourgeth April 2002 and served as the line captaithefBoeing 73730C
aircraft, assistant of head of Operations, hea@pérations and Operational Control departments.sHasio a welkexperienced captain, with more tl
13,000 flying hours, Mr. Bogsan is specifically dfiatl in airline management and holds an MBA frore ffundacéo Getulio Vargas (FGV). Mr. Boc
started his career at the Brazilian airline Big-from 1988 to 2002, where he served in as aajpfaseveral aircraft models, and also served stsuictor fo
8 years and was captain instructor and flight ingpeof Boeing 737-300/500 Next Generation airondfen he left that airline.

Claudia Jord&o Ribeiro Pagnarimas been an officer since March 2010. Beforergjrtsol, Mrs. Pagnano worked for two years as PéakgBusines
Unit Officer of BRF Brasil Foods. Mrs. Pagnano aleoved for two years as Business Unit Officer of Griéio de Acucar and worked as Bussines
Marketing Officer of several consumer and finandalvices companies, such as BankBoston, Unibancdakkand Colgate. Mrs. Pagnaholds

bachelor’s degree in marketing from Escola Supet@Propaganda Marketing (ESPM) and specializatidgtinances from Fundagédo Getulio Vargas (FGV

SP).
64



Leonardo Porciiincula Gomes Pereinas been our Chief Financial Officer and InvestoraRehs officer since February 2009. Prior to jo@iGol, Mr
Pereira served two years as the Director Preside@ompanhia do Vale do Araguaia, a Brazilian commérforesting company, and six years as
Executive Director Finance and Investor Relation&NBfT Servigos, a leading cable provider in Latin &ioa listed on the BM&FBOVESPA (Level |
NASDAQ and Latibex. He previously served five yeas Planning Director at Globopar, a media ingiustiding company, and 13 years in a numb:
roles at Citibank Corporate Finance Bank in Brazil aAsiatin America and the United States, includieader of the Latin American Aviation team. H
member of the Corporate Governance Committee of dioePaulo chapter of the American Chamber of Commevire Pereira holds degrees in Produc
Engineering from the Universidade Federal do Ridaeeiro (UFRJ) and Economics from the Universidadedida Mendes; he received his MBA fr
Warwick University (England). Mr. Pereira has astodied Finance at IMD in Switzerland and Generah&fjement at Wharton Business School, atte
The Association for Overseas Technical Scholar@@TS) in Japan, and completed Columbia Universi8esior Executive Education Program.

Ricardo Khauajahas been an officer since July 2009. Mhauaja worked for beverage company Ambev for teary, where he served in sev
positions, including Corporate Human Resources mairfema 2001 to 2003. After this, he worked for gears at home appliance manufacturer Whirlj
first as the Human Resources Officer for Latin Am@r{three years), followed by vigeesident (three years). Mr. Khauaja has a degré&oductiol
Engineering from the Federal University of Rio daeleo (UFRJ) and a MBA in Finance from the Braziliarpital Market Institute (IBMEC/RJ). He al
completed “The Transition from Functional to Gehdfanagement” course at Columbia University in th&ted States.

B. Compensation

Under our bytlaws, our shareholders are responsible for eshahtjsthe aggregate amount we pay to the membeosioboard of directors and ¢
executive officers. Once our shareholders estalalisaggregate amount of compensation for our bofaditectors and executive officers, the membé
our board of directors are then responsible fdirgeindividual compensation levels in compliandéwour by-laws.

For the fiscal year ended December 31, 2010, theeggte compensation, including cash and benefitind but excluding stock options, that we
to the members of our board of directors and exezuffficers was R$8.5 million.

Stock Option Plan

Our stock option plan was approved at a specialeblodders’meeting held on December 9, 2004. The stock ogilan is aimed at promoting ¢
interests by encouraging management employeesntoilmate substantially to our success, by motivgatilem with stock options. The plan is manage
both our human resources and corporate governamemittee and our board of directors.

Participants in the plan are selected by the hureaources and corporate governance committee,da\that they have been either president, vic
president, officer, advisor to the president othte vicepresident, general manager or manager. The stutgkns to be granted under the plan confer r
related only to our preferred shares, and overraben of preferred shares that does not, at any, #xeeed 5% of our shares. The human resource
corporate governance committee establishes eachheatrike price of the options to be grantedicWwhmust be equal to the average price of the ped
shares recorded in the last 60 trading sessioostorthe granting date, adjusted pursuant to@-M inflation index.

The plan is valid for a teyear term. In case of termination of our legahtiehship with the option holder, with or withowuse (except in the case
retirement, permanent disability or death) all ops that have been granted to the participantydmich were not yet exercisable, automatically expir

In 2008, we issued stock options of up to 190,296 wseighted average exercise price of R$45.46hmmes In 2009, we issued 1,142,473 stock op!
of which only 652,998 were outstanding on Decen®igr2010 after theancellation of 530,480 stock options due to theadeire of their respective hold
from the company, the exercise of 175,668 stoclonptand the complementary grant of 216,673 stgtlons in 2010 under the 2009 plan. These
options were issued at a weighted average exerpisegl of R$10.52 per share. In 2010, we issued4264D stock options, of which only 2,593,938 v
outstanding on December 31, 2010, after the caatizmll of 170,786 stock options due to the depamfitheir respective holders from the company die
exercise of 9,916 stock options. These stock pptigere issued at a weighted average exercisee pfiR$20.65 per share. On December 20, 201(
board of directors approved the granting of 2,722 dptions at the price of R$27.83 per share foyta 2011. The total number of options grantethé
last three years, excluding the 779,964 optionsealfed and the 185,584 options exercised, is 35388,0r 1.2% of our total shares and 2.5% of thal
preferred shares. The vesting period of the stgtions is 5 years for the options granted untd2@nd 3 years for the options granted until 2@
options can be exercised up to 10 years afterrdmst gate. The purpose of our stock option plan &ign shareholder and top management interests.

65



C. Board Practices

Currently, our board of directors is comprised afenmembers. The terms of our current directors exibire on April 30, 2011. See “Beard o
Directors.”

Fiscal Committee

Under the Brazilian corporation law, ti@onselho Fiscalor fiscal committee, is a corporate body indegendf management and of our exte
auditors. The fiscal committee may be either p@ené or norpermanent, in which case it is appointed by theedt@ders to act during a specific fis
year. A fiscal committee is not equivalent to,comparable with, a U.S. audit committee. The primasponsibility of the fiscal committee is to iew
management’s activities and a company’s finandalesents, and to report its findings to the comjmmshareholders. The Brazilian corporation
requires fiscal committee members to receive asunemation at least 10% of the average annual ampaidt to a companyg’ executive officers. TI
Brazilian corporation law requires a fiscal comndtte be composed of a minimum of three and a maximifive members and their respective alternates

Under the Brazilian corporation law, the fiscal coittee@ may not contain members that (i) are on card of directors, (ii) are on the boarc
executive officers, (iii) are employed by us orantolled company, or (iv) are spouses or relatoEsny member of our management, up to the
degree. Our by-laws provide for a non-permaneutaficommittee to be elected only by our sharelsldequest at a general shareholdenseting. Th
fiscal committee, when elected, will be compriséa aninimum of three and a maximum of five memkbamsl an equal number of alternate member
2010, our shareholders did not request the elecfianfiscal committee.

Committees of the Board of Directors and Board of Exadive Officers

Our board of directors also has audit, human ressuand corporate governance, and financial akdodicy committees and an accounting, tax
financial statement policy subcommittee. Our baafréxecutive officers has management, executiligypdudget, investment, corporate governance
risk policies committees. In most cases, membktiseocommittees do not need to be members of oardof directors or board of executive officelhe
responsibilities and composition of these committ@e described below.

Audit Committee Our audit committee, which is not equivalent do,comparable with, a U.S. audit committee, presi@dssistance to our boarc
directors on matters involving accounting, interoahtrols, financial reporting and compliance. FBhglit committee recommends the appointment ¢
independent auditors to our board of directors emdews the compensation of our independent awgisgmd helps coordinate their activities. It
evaluates the effectiveness of our internal finainahd legal compliance controls. The audit conaeitomprises three members elected by the bo
directors for a one-year term with the right toeteetion, all three of which are independent. Therent members of our audit committee are Alvas
Souza, Antbnio Kandir and Luiz Kaufmann. All menteneet the independent membership requiremeritsecBEC and NYSE as well as other N
requirements. Luiz Kaufmann is the committee’sdficial expertwithin the scope of the SEC rules covering the dmale of financial experts on at
committees in periodic filings pursuant to the US8curities Exchange Act of 1934.
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Human Resources and Corporate Governance Commiftee human resources and corporate governancenitia® is responsible for the coordinat
implementation and periodic review of best corppigvernance practices and for monitoring and keepur board of directors informed of legislatiord
market recommendations addressing corporate gaveenalt also reviews and recommends to our boaudirectors human resources policies, form
compensation, including salary, bonus and stoclongt to be paid to our employees, as well as aiv@jymanagemerd’career and succession plans.
committee consists of up to six members electeduryboard of directors for a one-year term, wité tight to reelection, comprising the chairman and
vice-chairman of the board of directors, three membétseboard of directors, two outside specialistd ¢he management and human resources of
The human resources and corporate governance ctearniirrently consists of Alvaro de Souza, HenriGoestantino and Constantino de Oliveira Ju
members of our board of directors, Ricardo Khausja,management and human resources officer, Betamiare de Barros and Paulo César Aragao.

Financial and Risk Policy Committe& he financial and risk policy committee condymtsiodic reviews of the measures we take to ptaeccompan
against foreign exchange, jet fuel price and irsterate changes and analyzes the effect of thesggel on our revenues and expenses, cash flonaamtl
sheet. It also prepares and approves our corpbnaiece policies, examines their efficiency an@&msees their implementation, periodically examioet
investment and financing plans and makes recomntiendato our board of directors, determines theapeters for maintaining the desired liquidity
capital structures, monitors their execution anprages the policies to be adopted in the followguarter. It further assesses the effectivenesedfing
measures taken during the previous quarter, appre@mmendations for future changes and also cosmdeviews of cash management activities.
financial and risk policy committee meets on a tgrér basis and consists of seven members elegtéldebboard of directors for a oyear term with th
right to reelection, comprising three members of our boardlicdctors, our chief financial officer, an interralditor and two outside specialists.
committee currently consists of Henrique ConstantRichard F. Lark, Jr., Luiz Kauffman, all membefsoor board of directors, Leonardo P. Go
Pereira, our chief financial and investor relatiofficer, Charles B. Holland, Barry Siler, respectyvalfuel hedging specialist and chief executivéceff ot
Kodiak Fuels, and Marco Provetti.

Accounting Tax and Financial Statement Policy Subcommitt€he accounting, tax and financial statementcgoiubcommittee conducts peric
reviews of, and evaluates and monitors the compamgcounting policies and financial statementsraakles observations and recommendations to the
of directors on these matters. The subcommitteetsnen a quarterly basis and consists of three raerddected by the board of directors for a pea-
term with the right to re-election, comprising #t@mpanys chief financial officer, a member of the boarddo&ctors or a member of the audit commi
and an independent member. The committee curreothgists of Richard F. Lark, Jr., a member of cemrt of directors, Leonardo Pereira, our ¢
financial and investor relations officer, Charledlland and Marcos da Cunha Carneiro.

Our board of directors had a strategy committeé s dissolved in January 2010 upon completingag& of preparing our five year business p
The strategy committee made recommendations tbdhed of directors concerning the companlyasic strategy and institutional positioningwadl as th:
periodic revision of its mission and values andrthdsion of the strategic plan proposed by thathah executive officers. It also made recommeiotattc
the board of directors regarding the revision @& dompanys annual business plan, targets and budget, ariseddthe board of executive officers on
methodology used to prepare the business plardier @0 ensure that it was both participatory amdmp@hensive. The strategy committee consisteg of
nine members elected by the board of directorsfsix-month term of office, comprising the chairman c# thoard of directors. the chief executive offi
the chief financial officer, the management and Anmesources officer, the marketing officer; thimimation technology and planning officer and tl
members of the board of directors. The last cotemimembers were Alvaro de Souza, Henrique Constaniinténio Kandir, Constantino de Olive
Junior and Luiz Kaufmann, all members of our baardirectors, Leonardo Pereira, our chief finanaiadl investor relations officer, and Ricardo Khay
our management and human resources officer.

D. Employees

We believe that our growth potential and the acérieent of our resultsriented corporate goals are directly linked to abitity to attract and mainte
the best professionals available in the airlinerimss. We place great emphasis on the selectidtraiming of enthusiastic employees with poterttiaadc
value to our business and who we believe fit ithvaitd contribute to our business culture.
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As of December 31, 2010, we had 18,776 active eyepla

We invest significant resources promoting the veeihg of our employees. In 2010, we spent R$388libmon health and safety matters, train
social contributions, employee meals, transpomadiod profit sharing.

We train our own pilots. We also provide extensimgoing training for our pilots, flight attendaratisd customer service representatives. In additi
the required technical training, which follows tteictest international standards, we also proewmi@prehensive managerial training to our pilots figtt
attendants through Crew Resource Management anddrierated Flight Training programs, emphasizingithportance of resource management to prc
the best service to our passengers. In February, 204 launched th&OL Institutelocated in our Confins Maintenance Center, in the state ofddiGerais
aiming to provide technical training, promoting isbinclusion and improving the learning of the f@ssionals in the aviation sector. We expect taicedh:
cost and average time of training for mechanicsamnilots.

In order to help retain our employees, we encouragen communication channels between our emplogeels management and offer ca
development opportunities in the company and pariestaluations. We offer in-house paggtduate business school training in conjunctioth whe
Fundacéo Getulio Varg;, a leading Brazilian business school, to provideagament training to selected employees. Our cosgti®n strategy reinforc
our determination to retain talented and highly iwaded employees and is designed to align theasterof our employees with our shareholders.
compensation packages include competitive salaies participation in our profit sharing program.eWave agreements with medical and insut
companies to offer affordable health and pensian pptions to our employees.

A national aviators’ union represents Brazifilots and flight attendants, and seven otheionegd aviation unions represent ground employeesir
transportation companies. Approximately 6% of employees are members of unions. Negotiationespact of cost of living wage and salary incre
are conducted annually between the workensons and a national association of airline conggmnThere is no salary differential or seniopty escalatic
among our pilots. Work conditions and maximum wiokirs are regulated by government legislationardot the subject of labor negotiations. Sihe
commencement of our operations, we have not haorla stoppage by our employees and we believe tiratetationship with our employees is good.

To motivate our employees and align their interests our results of operations, we provide an ahquofit sharing program to all of our employe
Under Brazilian law, companies may provide profarsfg programs that define mechanisms for distitiigua portion of a company’profits based upon t
achievement of prdefined targets established by the company. Ounualnprofit sharing programs are negotiated witboanmission formed by o
employees and approved by labor unions for thefliefall of our unionized and noanionized employees. For the purposes of our fpshfiring prograr
a portion of profit sharing distributions are basgubn the achievement of corporate profit targetd a portion of the distributions are based or
achievement of operational targets set for eaduoflepartments. We have established a stockroptam for our management and employees vesting
a 3 year period. As of March 2011, a total of 78ur management and employees were granted spiitkne under this plan.

E. Share Ownership

The members of our board of directors and our eikexwfficers, on an individual basis and as a gradirectly own approximately 1.6% of ¢
preferred stock. See “ltem 7A. Major Shareholdiagd Related Party Transactions—Major Shareholdénsndo de Investimento em Participacdes .
is a fund directly controlled by Messrs. Constantth® Oliveira Junior, Henriqgue Constantino, JoaquinnsEantino Neto and Ricardo Constant
respectively.

For a description of stock options granted to aearld of directors and our executive officers, seeCbmpensation—Executive Stock Options” and “
Compensation—Stock Option Plan.”
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Common Shares Preferred Shares Total Shares

Shares (%) Shares (%) Shares (%)
Fundo de Investimento em Participacdes Vollito 137,032,71 100.0¥ 35,963,27 26.98% 172,995,99 63.99¥
Executive officers and directo 16 0% 1,891,84: 1.42% 1,891,865 0.70%
Stock Held in Treasur - - 454,42} 0.34% 454,42" 0.17%
Alliance Bernstein L.f) 8,510,41° 6.38% 8,510,41 3.15%
Free Floa - - 86,483,971 64.88% 86,483,971 31.99%
Total 137,032,734 100.0% 133,303,934 100.0% 270,336,663 100.0%

ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS
A. Major Shareholders

The following table sets forth information relatitmythe beneficial ownership of our common shares @eferred shares as of December 31, 201
each person known by us to beneficially own 5% orevof our common shares or preferred shares &odradlirectors and officers as a group.

Each shareholdes’ percentage ownership in the following table iseoaon the 137,032,734 common shares and 133,30p&3erred shar
outstanding as of December 31, 2010.

(1) Fundo de Investimento em Participacdes Vol{taomerly named Fundo de Investimento em PartidpagAsas) is controlled equally by Constantino tiee®a Junior, Henrique Constanti
Joaquim Constantino Neto and Ricardo Constantino.

(2) On June 09, 2010 Alliance Bernstein L.P, andaffdiate AXA Investment Managers informed it hadquired 8,748,869 of our preferred shares, eqivab 6.57% of this class. As
December 31, 2010, they held 8,510,417 preferraceshequivalent to 6.38% of this class. On March2081 Alliance Bernstein L.P, and its affiliate AXAvestment Managers informed us
they had sold 7,673,669 of our preferred sharasyalent to 5.76% of this class. After this saleyttiheld 1,075,200 preferred shares equivalen8®%0.of this class of shares.

According to our internal share record, which corgtanformation regarding the ownership of our sisaand the ADSs as filed by the holders of
shares and ADS, there were, at December 31, 20P0;etord holders of ADSs in the United States.

On May 5, 2010 our board of directors approved @tahincrease, in the amount of R$119.0 millionthathe issuance of 4,883,756 shares, of w
3,833,076 were common shares and 1,050,680 wefiermge shares. During 2010, our executive offiexarcised stock options for an aggregate of 17:
preferred shares.

Shareholders’ Agreement

No shareholders’ agreements have been filed with us
B. Related Party Transactions

According to the Level 2 regulations, the companglisforward and disclose to BM&FBOVESPA the inforinatregarding every and any agreen
entered by and between Gol and its affiliates ssgbeate companies, its administrators, its cdirigpshareholder, as the case may be, as welltes
corporations that make a group with any such petsamether factual or by law, whenever they reawith a single agreement or with succes

agreements, with or without the same purpose,yapariod of one year, an amount of R$0.2 milliomwmre, or a value of 1% or more over the net ecof
the company, whichever is higher.

Such announced information shall describe the sobpke agreement, the term, the price, the tertionar completion conditions and any poss
influence of the agreement upon administrationamngany business conducting.

We have engaged in a number of transactions wlileiet parties, none of which have involved thedsse of guarantees.
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Transportation, Graphic and Consultancy Agreements \ith Comporte Participagfes S.A.

We have exclusive bus transportation agreements Expresso Unido Ltda. and Breda Servigos for thesportation of our passengers, their lug
and our employees. We also have operating agrasmeéth Servicos Graficos Ltda. and HK Consultori@articipacdes, for graphic and consulte
services, respectively. We are the tenant of pguy located at Rua Tamoios, 246, in Sdo Paulop®Bed by an affiliate, Patrimony Administradore
Bens. The entities mentioned above belong to thme sconomic group and are all controlled by Comp@ateicipacbes S.A.

In 2009 and 2010, we made total payments of R$1@lmand R$9.0 million, respectively, under thegeerating agreements.
Commercial Agreement with Unidas Rent a Car

In May, 2009, we entered into a commercial agre¢méth Unidas Rent a Car, a Brazilian car rental comypavhich gives Unidastustomers a 50
discount on the daily car rental charges when tleeséomers purchase their Gol tickets through oeiosite. Gok chairman, Alvaro de Souza, is als
member of Unidas Rent a Car board of directors.

For further information on our related party trast&mns, see note 11 to our consolidated finan¢&ements.
C. Interests of Experts and Counsel
Not applicable.
ITEM 8. FINANCIAL INFORMATION
A. Consolidated Statements and Other Financial Informt&on
See “ltem 3. Key Information—Selected Financial®atnd “Item 18. Financial Statements.”
Legal Proceedings

In the ordinary course of our business, we areygarvarious legal actions, which we believe a@dantal to our operations, in large part linkedtte
routine demands related to the rights of consumétsDecember 31, 2010, we were parties in 15,9#licjal lawsuits and administrative proceedi
including 10,135 civil claims, and 5,812 laborigla. We believe that the outcome of the proceediogwhich we are currently a party will not ha
material adverse effect on our financial positi@sults of operations and cash flows. We haveoksitied provisions for all amounts in dispute tfegireser
a probable loss in the view of our legal advisard i relation to those disputes that are covegelds, administrative decrees, decrees or colirtgsitha
have proven to be unfavorable.

We are party to approximately 9,434 civil proceggimrising from the normal course of our businessch includes flight delays or cancellations
baggage loss or damage, and 701 civil proceedigg®st Varig S.A. in which plaintiffs claim we walibe a successor in interest of Varig S.A. The
majority of these proceedings involve minor casslating to customer relations. At December 31,020¢e had established provisions to address
contingencies in the total amount of R$29.8 million.

We are party to approximately 1,454 labor procegsliarising from the normal course of our businedsich includes overtime, hazardous w
premium, health exposure allowance and differencesalary, and 4,358 labor proceedings againstgvariA. in which plaintiffs claim we would be
successor in interest of Varig S.A.. At December&110, we have established provisions to addiessetcontingencies in the total amount of R$
million.

We are subject to 19 labor proceedings relatedrpl@yees’claims against Varig S.A. in Spain. We have essablil provisions in the amount
R$21.3 million for these proceedings.
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In 2001, we commenced proceedings against the Brnaztate revenue service, in which we claim anmgton from the payment of Brazilian va
added tax (ICMS) due on imported aircraft, parts amgines. On May 30, 2007, tBeipremo TribunaFederal(Federal Supreme Court) ruled in our fe
in respect of one of these cases. Various of thegedings relating to this matter are still pegdifVe have not established any provisions foratineunt
in question, which were, as of December 31, 20109R%® million.

In 2007, we commenced an arbitration before theriational Chamber of Commerce against the sellekR&s and their controlling sharehold
relating to a purchase price adjustment. In JanB@fy, the arbitral tribunal ruled in our favor agiénted us an award of R$93.0 million plus inteee®
costs against the sellers of VRG and their contrplshareholders. We have initiated enforcementgadiogs to collect the award amount in U.S. fe
courts. The sellers of VRG and their controlling relalders are contesting the enforcement procesdWg believe that the chance of success i
enforcement proceedings is possible.

We are questioning the applicability of certainyis@mns regarding the calculation and rates ofaamntribution taxes (PIS and COFINS) in Brazil
of December 31, 2010 we had a provision of R$83/8omifor these lawsuits in addition to judicial mlEsits of R$67.0 million. As of December 31, 2
these amounts were R$64.0 million and R$ 49.5 milliespectively.

For further information on our legal proceedingd anntingencies, see notes 19 and 20 to our calaseti financial statements.
Dividends and Dividend Policy
Amounts Available for Distributiol

At each annual general shareholder&eting, our board of directors is required to psspphow our earnings for the preceding fiscal yaarto b
allocated. For purposes of Brazilian corporatiom,la company’s nocensolidated net income after federal income teck swocial contribution on n
income for such fiscal year, net of any accumulddsdes from prior fiscal years and amounts aletdb employees’ and managemsniarticipation i
earnings, represents its “income” for such fisaahry In accordance with the Brazilian corporatiaw,lan amount equal to the company’s “inconas,”
adjusted (the “distributable amountiiill be available for distribution to shareholdénsany particular year. The distributable amouiit e affected by th
following:

e reduced by amounts allocated to the legal reserve;
e reduced by amounts allocated to the statutory vesérany;

e reduced by amounts allocated to the contingenggrvesif any; reduced by amounts allocated to threalized profits reserve established by
company in compliance with applicable law (as dised below);

e reduced by amounts allocated to the reserve fasimvent projects (as discussed below); and
e increased by reversals of reserves recorded in peiars.

Our by-laws do not provide for statutory or conéngy reserves. Under the Brazilian corporationdad according to our bigws, we are required
maintain a “legal reserve” to which we must all@c&®o of our “income” for each fiscal year until thmount of the reserve equals 20% of paidapital.
We are not required to make any allocations tolegal reserve in respect of any fiscal year in Wrsach reserve, when added to our capital res
exceeds 30% of our capital. Accumulated losseanyf may be charged against the legal reserveerGban that, the legal reserve can only be ua
increase our capital. The legal reserve is sulbjeapproval by the shareholders voting at the ahsivareholderaneeting and may be transferred to ca
but is not available for the payment of dividendssubsequent years. Our calculation of net incam allocations to reserves for any fiscal yea
determined on the basis of our non-consolidateghfiral statements prepared in accordance with theilgmn corporation law.
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Under the Brazilian corporation law, a portion of@poration’s “income’may be allocated for discretionary appropriatiooisdlant expansion a
other fixed or working capital investment projedtss amount of which is based on a capital budgetipusly presented by management and approv
the shareholders in a general shareholderséting. After completion of the relevant capipabjects, the company may retain the appropriatiotil
shareholders vote to transfer all or a portionhef teserve to capital or retained earnings. TheilBma corporation law provides that, if a projeatwhict
the reserve for investment projects account icatled has a term exceeding one year, the budgétdeb the project must be submitted to the sloddtehs’
meeting each fiscal year until the relevant investtis completed.

Under the Brazilian corporation law, the amount ol the mandatory distribution exceeds the “realiportion of net income for any particular y
may be allocated to the unrealized profits resemve the mandatory distribution may be limited te thealized” portion of net income. The “realized’
portion of net income is the amount by which “ina@nexceeds the sum of (a) our net positive resultanyf, from the equity method of accounting
earnings and losses of our subsidiaries and ceatffiifates, and (b) the profits, gains or incomatained on transactions maturing after the enche
following fiscal year. As amounts allocated to th@ealized income reserve are realized in subsgq@ars, such amounts must be added to the did
payment relating to the year of realization.

Under Brazilian tax legislation, a portion of thecdme taxes payable may also be transferred to argeffiscal incentive reserveih amount
equivalent to the reduction in the companiricome tax liability which results from the optito deposit part of that liability into investmantapprove
projects in investment incentive regions estabtigime government.

Under the Brazilian corporation law, any company roggate a “statutory” reserve, which reserve mastiéscribed in the company’s aws. Thos
by-laws which authorize the allocation of a peragstof a compang’net income to the statutory reserve must alsiwatel the purpose, the criteria
allocation and the maximum amount of the reser/be Brazilian corporation law provides that all déitonary allocations of “incomefhcluding the
unrealized profits reserve and the reserve forstient projects, are subject to approval by theestwdders voting at the general shareholderséting an
may be transferred to capital or used for the payroédividends in subsequent years. The fiscaditive reserve and the legal reserve are alseduto
approval by the shareholders voting at the gerstrateholdersimeeting and may be transferred to capital or ugeabsorb losses, but are not availabl
the payment of dividends in subsequent years.

The amounts available for distribution may be fartincreased by a reversion of the contingencyrveser anticipated losses constituted in priorrg
but not realized. Allocations to the contingenegarve are also subject to approval by the shatetmloting at the general shareholders meetirite
amounts available for distribution are determinadte basis of our non-consolidated financial statets prepared in accordance with Brazilian GAAP.

The balance of the profit reserve accounts, exfmpthe contingency reserve and unrealized proéiserve, may not exceed the share capital. |
happens, a shareholderseeting must resolve whether the excess will bdieppo pay in the subscribed and unpaid capitaintrease and pay in 1
subscribed stock capital or to distribute dividends

Pursuant to Law No. 10,303, net income unalloctidtie accounts mentioned above must be distritageatividends.
Mandatory Distributior

The Brazilian corporation law generally requirest tie@ bylaws of each Brazilian corporation specify a minimpercentage of the amounts availi
for distribution by such corporation for each fisgaar that must be distributed to shareholdedivddends, also known as the mandatory distribution

The mandatory distribution is based on a percentégeljusted nomonsolidated net income, not lower than 25%, ratih@n a fixed monetary amol
per share. If the by-laws of a corporation arergiin this regard, the percentage is deemed &% Under our by-laws, at least 25% of our aggiston-
consolidated net income, as calculated under BaazBAAP and adjusted under the Brazilian corporaa@n(which differs significantly froomet incom:
as calculated under IFRS), for the preceding figeal must be distributed as a mandatory annualeli. Adjusted net income means the net inconet
any deductions for the legal reserve and contingeeserves and any reversals of the contingen@rves created in previous fiscal years. The Bex
corporation law, however, permits a publicly hetetmpany, such as we are, to suspend the mandasiripdtion of dividends in any fiscal year in whittte
board of directors reports to the shareholders’tmgethat the distribution would be inadvisable view of the companyg financial condition. Tt
suspension is subject to the approval at the shitets’ meeting and review by members of the fiscal conamittWhile the law does not establish
circumstances in which payment of the mandatorjddivd would be “inadvisable” based on the compsfiiyiancial condition, it is generally agreed th
company need not pay the mandatory dividend if quayyment threatens the existence of the compary gmng concern or harms its normal cours
operations. In the case of publicly held corporadi the board of directors must file a justifioatfor such suspension with the CVM within five dajshe
relevant general meeting. If the mandatory divilennot paid and funds are available, those fighddl be attributed to a special reserve accoifnot
absorbed by subsequent losses, those funds shadideut as dividends as soon as the financiadition of the company permits.
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The board of directors can also decide to makerthedatory dividend distribution in the form of irgst attributable to shareholdeesjuity, which i
deductible when calculating income and social ¢oution taxes.

Payment of Dividenc

We are required by the Brazilian corporation lavhédd an annual general shareholdengeting by no later than April 30 of each yeanvhich time
among other things, the shareholders have to decidee payment of an annual dividend. Additionalthterim dividends may be declared by the bod
directors. Any holder of record of shares at theetof a dividend declaration is entitled to reeedividends. Dividends on shares held through sitgoie:
are paid to the depositary for further distributiorthe shareholders.

Under the Brazilian corporation law, dividends aemerally required to be paid to the holder of rdcon a dividend declaration date within 60 ¢
following the date the dividend was declared, umieshareholdersesolution sets forth another date of payment, khit either case, must occur prio
the end of the fiscal year in which such dividerabwleclared. Pursuant to ourlays, unclaimed dividends do not bear interestnatemonetarily adjuste
and revert to us three years after dividends weotaded. See “Item 10.B. Memorandum of Article#\se$ociation—Description of Capital Stock.”

Our board of directors may declare interim dividemd interest attributable to shareholders’ eqghaged on income verified in searnual financic
statements. The board of directors may also dedaidends based on financial statements prefdareshorter periods, provided that the total divids
paid in each sixnonth period do not exceed the capital reservesiatmequired by Brazilian corporation law. The libaf directors may also pay intel
dividends or interest attributable to shareholdecglity out of retained earnings or income resereesrded in the last annual balance sheet. Anynpa
of interim dividends may be set off against the amiaf mandatory dividends relating to the net meoearned in the year in which the interim divids
were paid.

Our by-laws do not require that we adjust the arhofiany dividend payment to inflation.

In general, shareholders who are not residents afiBmust register their equity investment with @entral Bank to have dividends, sales procee
other amounts with respect to their shares eligiblbe remitted outside Brazil. The preferred shamderlying the ADSs are held in Brazil by Bancdl
S.A., also known as the custodian, as agent fod#pesitary, that is the registered owner on therds of the registrar for our shares. The curregistra
is Banco Itad. The depositary registers the prefeshares underlying the ADSs with the Central Bamk #herefore, is able to have dividends, ¢
proceeds or other amounts with respect to regstereferred shares remitted outside Brazil.

Payments of cash dividends and distributions, ¥f, @me made imeais to the custodian on behalf of the depositary, Wiken converts such proce
into U.S. dollars and causes such U.S. dollaretddivered to the depositary for distribution tders of ADSs. In the event that the custodiaimiable t
convert immediately the Brazilian currency receiesddividends into U.S. dollars, the amount of d@lars payable to holders of ADSs may be adve
affected by depreciation of the Brazilian currentgttoccur before the dividends are converted. Utigecurrent Brazilian corporation law, dividendsd
to persons who are not Brazilian residents, inclydimlders of ADSs, will not be subject to Braziliarthwiolding tax, except for dividends declared basa
profits generated prior to December 31, 1995, whidlh be subject to Brazilian withholding income tax varying tax rates. See “ltem 10. Taxation
Material Brazilian Tax Considerations.”
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Holders of ADSs have the benefit of the electroemistration obtained from the Central Bank, whichnpts the depositary and the custodian to col
dividends and other distributions or sales procewitts respect to the preferred shares representediiSs into foreign currency and remits the proc
outside Brazil. In the event the holder exchanbesADSs for preferred shares, the holder will biitled to continue to rely on the depositayegistratio
for five business days after the exchange. Theneah order to convert foreign currency and reauitside Brazil the sales proceeds or distributioits
respect to the preferred shares, the holder mdatrob new registration in its own name that wérmit the conversion and remittance of such paym
See “Item 10.B. Memorandum of Articles of AssociatieDescription of Capital Stock—Regulation of Forelgawestment and Exchange Controls.”

Under current Brazilian legislation, the federal goxment may impose temporary restrictions of faredgpital abroad in the event of a ser
imbalance or an anticipated serious imbalance afiBsdalance of payments.

Interest Attributable to Shareholde’ Equity

Under Brazilian tax legislation effective Januan1 296, Brazilian companies are permitted to payetiest’to holders of equity securities and treat ¢
payments as an expense for Brazilian income taxgsepand, beginning in 1997, for social contribuporrposes. The purpose of the tax law changa
encourage the use of equity investment, as oppisddbt, to finance corporate activities. Paynmednguch interest may be made at the discretionuc
board of directors, subject to the approval of shareholders at a general shareholders’ meetihg. amount of any such notional “intereptlyment t
holders of equity securities is limited in respetany particular year to the daily pro rata vaoatof the Long-Term Interest Rat€sxa de Juros de Lon
Prazc), or TILP, as determined by the Central Bank franetto time, and may not exceed the greater of:

e 50% of net income (after social contribution on petfits but before taking into account the prastisfor income tax and the interest attributab
shareholders’ equity) for the period in respeavbfch the payment is made; or

o 50% of the sum of retained earnings and profitrieseas of the beginning of the year in respeetto€h such payment is made.

Payment of interest to a holder that is not dométiln Brazil for Brazilian tax and regulatory purp®g@ “non-Brazilian holder”)s subject t
withholding income tax at the rate of 15%, or 25%e nonBrazilian holder is domiciled in a country or locatithat does not impose income tax or w
the income tax rate is lower than 20% (“Low or Wilx Jurisdiction”)or where applicable local laws impose restrictionghe disclosure of the shareholc
composition or the ownership of investments or dhiémate beneficiary of the income derived fromngactions carried out and attributable to a not
Brazilian holder. These payments may be includethedr net value, as part of any mandatory divileio the extent payment of interest on net eqgsis¢
included, the corporation is required to distribtdeshareholders an additional amount to ensutetiiieanet amount received by them, after paymeiie
applicable withholding income tax, plus the amaoafrdeclared dividends is at least equal to the ratorg dividend.

Under current Brazilian legislation, the sum of #reount distributed as interest on shareholdegsity and as dividends must be at least equdile
mandatory dividend. For Brazilian GAAP accountingrgoses, although the interest charge must becteflein the statement of operations to be
deductible, the charge is reversed before calaogatiet income in the statutory financial statememsd deducted from shareholdeesjuity in a mann:
similar to a dividend. Any payment of interest@spect of preferred shares (including the ADSs)lgect to Brazilian withholding income tax at thée o
15%, or 25% in the case of a shareholder domidileml Low or Nil Tax Jurisdiction or where applicalbcal laws impose restrictions on the disclosf
the shareholding composition or the ownership wéatments or the ultimate beneficiary of the incategved from transactions carried out and atteble
to a non-Brazilian holder (see “ltem 10. Taxation-atbtial Brazilian Tax Considerations”)f such payments are accounted for, at their nietevaas part
any mandatory dividend, the tax is paid by the camypon behalf of its shareholders, upon distributibthe interest. In case we distribute inteadstoutec
to shareholders2quity in any year, and that distribution is not@mted for as part of mandatory distribution, Biagiincome tax would be borne by
shareholders. For IFRS accounting purposes, intatiefutable to shareholders’ equity is reflecésda dividend payment.
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Under our by-laws, interest attributable to shaléés’ equity may be treated as a dividend for pags of the mandatory dividend.

In 2008 we distributed R$36.3 million to our sharekos, equivalent to a payment of R$0.18 per shafDS. In 2009 we distributed R$185.8 mill
to our shareholders, equivalent to a payment of R¥sper share or ADS. In 2010 we declared R$50.8omilo our shareholders, equivalent to a paymé
R$0.19 per share or ADS.

Dividend Polic

We intend to declare and pay dividends and/or ésteattributed to shareholders’ equity, as requinethe Brazilian corporation law and our layvs.
The declaration of annual dividends, including dands in excess of the mandatory distribution, ireguapproval by the vote of the majority of thédeos
of our common shares. The amount of any distamstiwill depend on many factors, such as our residiloperations, financial condition, cash requizats
prospects and other factors deemed relevant bpaand of directors and shareholders. Within th&ext of our tax planning, we may in the future thaoune
determining that it is to our benefit to distriburéerest attributed to shareholders’ equity.

B. Significant Changes

None.
ITEM 9. THE OFFER AND LISTING
A. Offer and Listing Details

In the United States, our preferred shares tradieeriorm of ADS. Since December 2005 each AD$esgnts one preferred share, issued by The
of New York Mellon, as Depositary pursuant to a BapAgreement. On December 13, 2005, we exeauted ADS split, changing to ratio of one A
representing two preferred shares to one ADS reptiegy one preferred share, as approved by a ngeefithe Board of Directors of the Company
November 8, 2005. The ADSs commenced trading eMNtiSE on June 24, 2004. As of December 31, 2BE0ADSSs represented 27.1% of our prefe
shares and 38.0% of our current global public float
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The following table sets forth the reported higld émw closing sales prices for the ADSs on the NY&Bhe periods indicated.

200¢

Annual

200¢

Annual

First quarte!
Second quarte
Third Quartel
Fourth Quarte

201(C

Annual

First quarte!
Second quarte
Third Quartel
Fourth Quarte
Last Six Months
October 201(
November 201!
December 201
January 201.
February 201:
March 2011
April 2011 (through April 4, 2011

Source: Bloomberg
(1) Calculated as average of closing prices foiprod.
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US$ per ADS
Low High Average)
3.0¢ 23.9¢ 11.51]
2.8¢ 15.5¢ 7.4
2.8¢ 5.2¢ 413
2.8¢ 5.9¢ 4.3C
5.5¢ 11.2( 8.7¢
9.8( 15.5¢ 12.5¢
10.62 18.5¢ 16.6:
12.0¢ 16.4¢ 13.4¢
10.62 13.6¢ 12.43
12.1C 15.97 13.8¢
14.6¢ 18.5¢ 16.6:
12.1C 18.5¢ 15.2:
16.31 18.3: 17.3¢
15.8( 18.5¢ 16.9¢
14.6¢ 16.9¢ 15.52
14.4¢ 16.31 15.7¢
13.0¢ 14.6% 13.9¢
12.6: 13.74 13.2%
13.83 13.86 13.85



Our preferrecshares began trading on the Sdo Paulo Stock Exetmngune 24, 2004. The following table sets faréhreported high and low clos
sale prices for our preferred shares on the BM&FBORESor the periods indicated.

Reaisper Preferred Share

Low High Average?)

200¢

Annual 6.9C 42.4( 20.02
200¢

Annual 6.5¢ 27.3¢ 14.1:
First quarte! 6.65 11.9¢ 9.5€
Second quarte 6.5¢ 11.62 8.82
Third Quartel 10.9: 20.5( 16.4(
Fourth Quarte 17.0¢€ 27.3¢ 21.8¢
201(

Annual 19.7C 30.4( 24.3¢
First quarte! 21.4C 27.1¢ 23.6¢
Second quarte 19.7C 23.8¢ 22.1¢
Third Quartel 21.3i 27.0( 23.9]
Fourth Quarter 24.5( 30.4( 27.71
Last Six Months 21.3% 30.4( 25.7¢
October 201( 27.1¢ 30.0¢ 28.81
November 201( 26.9¢ 30.4( 28.5(
December 201 24.5( 28.3i 25.92
January 201 23.81 26.8( 25.8¢
February 201.: 21.3( 24.1¢ 22.7¢
March 2011 20.72 22.2¢ 21.67
April 2011 (through April 4, 2011 21.81 21.8¢ 21.8:

Source: Bloomberg
(1) Calculated as average of closing prices foipgréod

B. Plan of Distribution
Not applicable.
C. Markets
Trading on the BM&FBOVESPA

In 2000, the S&o Paulo Stock Exchange was reorg@utirough the execution of memoranda of undersigray the Brazilian stock exchanges. Ut
the memoranda, all securities are now traded onlyhe Sao Paulo Stock Exchange, with the excemtfaglectronically traded public debt securities
privatization auctions, which are traded on the d&iaJaneiro Stock Exchange.

On May 8, 2008, the Sdo Paulo Stock Exchange an@tazilian Mercantile and Futures Exchange mergeshting BM&FBOVESPA. Together, t
companies have formed one of the largest exchangddwide in terms of market value, the seconddatgn the Americas, and the leading exchan
Latin America.

When shareholders trade in common and preferregsiom the BM&FBOVESPA, the trade is settled in thyasiness days after the trade date wit
adjustment of the purchase price for inflation.e Beller is ordinarily required to deliver the ®sato the exchange on the second business dawiiodjdhe
trade date. Delivery of and payment for sharesnaade through the facilities of the clearinghouSempanhia Brasileira de Liquidacdo e Custgdia
CBLC.

The BM&FBOVESPA is a foprofit listed company that has regulatory authoaower its trading markets. Trading on the BM&FBOVESB limited
to member brokerage firms and a limited numbendtfiarized

nonmembers. The BM&FBOVESPA has two open outcryinigadessions each day from 10:00 a.m. to 5:00 [@&o,Paulo time, for all securities traded or
all markets, except during daylight savings tim®&razil. During daylight savings time in Brazil, @ly the sessions are from 11:00 a.m. to 6:00 50,
Paulo time, to closely mirror the NYSE trading heuifrading is also conducted between 11:00 a.ch6200 p.m., or between 10:00 a.m. and 5:00 p.m.
during daylight savings time in the United Statesan automated system known as the Computer Addisaeling SystemSistema de Negociaca@
Assistida por Computad) on the BM&FBOVESPA and on the National Electroniading SystemSistema Eletrénico de Negociagdo Nacigndrhis
system is a computerized system that links eleitadlp with the seven smaller regional exchangése BM&FBOVESPA also permits trading from 5:45
p.m. to 7:00 p.m., S&o Paulo time, or from 6:45.pav:30 p.m. during daylight savings time in Btaan an online system connected to traditional and
Internet brokers called the “after markeftading on the after market is subject to reguiationits on price volatility and on the volume dfares transacte
through Internet brokers. There are no speciadistsficially recognized market makers for our #gin Brazil.



In order to better control volatility, the BM&FBOVE8Radopted a “circuit breaker” system pursuant taclhrading sessions may be suspended for ¢

period of 30 minutes or one hour whenever the exliaf the BM&FBOVESPA falls below the limits of 10% 16%, respectively, in relation to the in
registered in the previous trading session.

The BM&FBOVESPA is significantly less liquid than tiNYSE or other major exchanges in the world. ADetember 2009, the aggregate me
capitalization of the BM&FBOVESPA was equivalent to3btrillion and the 10 largest companies listedttnBM&FBOVESPA represented 52.5% of
total market capitalization of all listed companida contrast, as of December 2009, the aggrapat&et capitalization of the NYSE was US$18.9itnill
Although any of the outstanding shares of a list@ahpany may trade on the BM&FBOVESPA, in most case®f than half of the listed shares are act
available for trading by the public, the remainteing held by small groups of controlling persdmsgovernment entities or by one principal sharééo
See “ltem 3. Risk Factors—Risks Relating to the ADS$ @Qur Preferred SharesFhe relative volatility and illiquidity of the Brdin securities marke
may substantially limit your ability to sell thegferred shares underlying the ADSs at the timepaive you desire.”

Trading on the BM&FBOVESPA by a ndBrazilian holder, is subject to certain limitatiomsder Brazilian foreign investment legislation. kMimited
exceptions, noBrazilian holders may only trade on Brazilian stogklanges in accordance with the requirements of IRimo No. 2,689, of January -
2000, of the National Monetary Counc€g¢nselho Monetario Nacionglor CMN, or Resolution No. 2,689. Resolution N&83, requires that securit
held by nonBrazilian holders be maintained in the custody oinaleposit accounts with, financial instituticeasd be registered with a clearinghouse. .
financial institutions and clearinghouses must iy duthorized to act as such by the Central Bankt@®€VM. In addition, Resolution No. 2,689 requ
non-Brazilian holders to restrict their securitieading to transactions on Brazilian stock excharmegqualified over-theounter markets. With limite
exceptions, non-Brazilian holders may not trandferdwnership of investments made under Resolution2M89 to other noBrazilian holders through
private transaction. See “ltem 10. Taxation—MateBrazilian Tax Considerations—Taxation on Gaifes”a description of certain tax benefits extentt
non-Brazilian holders who qualify under Resolution R@&89.

Corporate Governance Practices

In 2000, the S&o Paulo Stock Exchange introduceskethpecial listing segments, known as Level 1 2md Differentiated Corporate Governa
Practices and New Markdil¢vo Mercadd, aiming at fostering a secondary market for séiesrissued by Brazilian companies with securilisted on th
BM&FBOVESPA, by prompting such companies to followodopractices of corporate governance. The lissiegments were designed for the tradir
shares issued by companies voluntarily undertakingbide by corporate governance practices andodis® requirements in addition to those alre
imposed by Brazilian law. These rules generallydase shareholders’ rights and enhance the qudlitformation provided to shareholders.

To become a Level Njvel J) company, in addition to the obligations imposgdbrrent Brazilian law, an issuer must agree te(esure that shares
the issuer representing 25% of its total capital effectively available for trading, (b) adopt offey procedures that favor widespread ownershiphafre
whenever making a public offering, (c) comply witlinimum quarterly disclosure standards includinghcliow statements, (d) follow stricter disclos
policies with respect to transactions made by aliimg shareholders, directors and officers involysecurities issued by the issuers; (e) submit arstieg
shareholdersagreements and stock option plans to the BM&FBOVESRA (f) make an annual calendar announcing schetdolgorate events, bringi
information on the company, the event, date ane fins going to take place; any changes in thedgle shall be promptly forwarded to BM&FBOVES
and published.
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To become a Level 2\fjvel 2 company, in addition to the obligations imposgdchrrent Brazilian law, an issuer must agree ta:@mply with all o
the listing requirements for Level 1 companies,di@nt tagalong rights for all shareholders in connectiorhvettransfer of control of the company, offe
the same price paid per share for controlling bloainmon shares and 80% of the price paid per sbamontrolling block preferred shares, (c) graating
rights to holders of preferred shares in conneatiith certain corporate restructurings and relgtedy transactions, such as: (i) any transformatibthe
company into another corporate form, (ii) any mergensolidation or spinff of the company, (iii) approval of any transaci$ between the company
its controlling shareholder, including parties tethto the controlling shareholder, (iv) approvihny valuation of assets to be delivered to thamany ir
payment for shares issued in a capital increa3e@pointment of an independent company, with reremexpertise, to ascertain the economic valube
company in connection with any deregistration aelisting tender offer, and (vi) any changes to ¢heating rights, (d) have a board of directors cosgu
of at least five members, of which at least 20%l 4f&"“independent,as defined by the BM&FBOVESPA, with a term limitedtte years, (e) if it elects
delist from the Level 2 segment, hold a tenderraffe the companyg controlling shareholder (the minimum price of ghares to be offered will be -
economic value determined by an appraisal process, for the same purposes, in the case of compavith diffuse control (controlling power exerd
by the shareholder holding less than 50% of thengatapital and per group of shareholders who atesignatories of voting agreements and which t
under a common control and does not act as a eqei/e of a common interest) to comply with coempéntary rules to be issued by BM&FBOVES
(f) disclose: (i) quarterly financial statememntsEnglish or prepared in accordance with U.S. GAAPFRS and (ii) annual financial statements in kit
including cash flow statements, prepared in accweavith U.S. GAAP or IFRS, in U.S. dollars i@ais and (g) adhere exclusively to the rules of
BM&FBOVESPA Arbitration Chamber for resolution of digps involving the controlling shareholders, thenagers and the members of the fi
committee.

To be listed in théNovo Mercadpan issuer must meet all of the requirements destrabove, in addition to (a) issuing only votsttares and enst
that all the shares will be composed exclusivelgahmon shares, (b) granting talpng rights for all shareholders in connectiorhvettransfer of control
the company, offering the same price paid per stwreontrolling block common shares.

In May 2004, we entered into an agreement withBNW&FBOVESPA to comply with the requirements to becoakevel 2 company. In addition
complying with Level 2 requirements, we have grdrisgalong rights that entitle our preferred shareh@derreceive 100% of the price paid per com
share of controlling block shareholders in conmectvith a transaction resulting in a transfer afitcol of our company. Furthermore, we prepare wguky
financial statements in accordance with IFRS. Weewecluded in the following indexes (a) since 200BrX-100 (ndice Brasil Index Brazi), IGC
(indice de Ac¢bes com Governanca Corporativa Diferaaei Special Corporate Governance IndielrAG (indice de Acdes com Tag Along Diferenciado
Special Tag Along Stock Indeand MSCI Morgan Stanley Capital International Indexb) since 2006: IbrX-50ifdice Brasil 50 Index Brazil 50 anc
(c) since 2007:indice BM&FBOVESPAall of which reflect our increased market cattion and liquidity of our preferred shares.

Regulation of the Brazilian Securities Market

The Brazilian securities markets are regulated byGkM, which has regulatory authority over the stegkhanges and securities markets, as well
the Central Bank, which has, among other powersndiog authority over brokerage firms and reguldt@®ign investment and foreign excha
transactions. The Brazilian securities marketgyarerned by Law No. 10,198 dated February 14, 208%, No. 10,303 dated October 31, 2001, know
Law No. 10,303 and Law No. 10,411 dated February2®82, which introduced new concepts and sevérahges to Law No. 6,385 dated Decemb
1976, as amended and supplemented, the principajdaerning the Brazilian securities markets, by Bigz corporation law, and by regulations issue
the CVM, the CMN and the Central Bank. These laws regdlations, among others, provide for discloseguirements applicable to issuers of tre
securities, criminal sanctions for insider tradiagd price manipulation, and protection of minomtyareholders. They also provide for licensing
oversight of brokerage firms argbvernance of Brazilian stock exchanges. However, Brazilian securities markets are not as highfyulsted an
supervised as U.S. securities markets.
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Under the Brazilian corporation law, a company ikhesi publicly held, acompanhia abertaor privately held, a&companhia fechadaAll listed
companies are registered with the CVM and are stlbbgeceporting and regulatory requirements. A campregistered with the CVM may trade
securities either on the BM&FBOVESPA or in the Braxiliover-thecounter market. Shares of companies listed onBik&FBOVESPA may nc
simultaneously trade on the Brazilian over-timemter market. The shares of a listed companyatsaybe traded privately, subject to several Ations. T
be listed on the BM&FBOVESPA, a company must appiyrégistration with the BM&FBOVESPA and the CVM.

The trading of securities on the BM&FBOVESPA may ladtdd at the request of a company in anticipatiba material announcement. Trading 1
also be suspended on the initiative of the BM&FBOVESP the CVM, among other reasons, based on or due lielief that a company has provi
inadequate information regarding a significant é\werhas provided inadequate responses to inquiyigke CVM or the BM&FBOVESPA.

Trading on the BM&FBOVESPA by noresidents of Brazil is subject to limitations undgnazilian foreign investment and tax legislationhe
Brazilian custodian for the preferred shares undeglthe ADSs must, on behalf of the depositarytifier ADSs, obtain registration from the Central Bay
remit U.S. dollars abroad for payments of divideratsy other cash distributions, or upon the digmosiof the shares and sales proceeds thereafou
exchange your ADSs for preferred shares, you veilehtitled to continue to rely on the custodsaalectronic foreign capital registration for fikasines
days after the exchange. Thereafter, you may @atlte to obtain and remit abroad rmazilian currency upon the disposition of or disttions relating t
the preferred shares, and will be subject to a flmgsrable tax treatment on gains with respechreferred shares, unless you obtain a new efeéc
foreign capital registration on your own name. Séem 10.B. Memorandum of Articles of Association-e€xription of Capital Stock-Regulation c
Foreign Investment.”

Disclosure Requirements

According to Law No 6,385, a publicly held companyst submit to CVM and BM&FBOVESPA certain periodiéoirmation, including annual a
quarterly reports prepared by management and imdigpe auditors. This legislation also requiresouile with CVM our shareholdersigreements, notic
of shareholders’ meetings and copies of the relatiedtes.

Pursuant to CVM Rule No. 358, of January 3, 2003nasnded, the CVM revised and consolidated the rexpgints regarding the disclosure and u
information related to material facts and acts uflfcly held companies, including the disclosurardgbrmation in the trading and acquisition of setes
issued by publicly held companies.

Such requirements include provisions that:

. establish the concept of a material fact that gikise to reporting requirements. Material factslude decisions made by the control
shareholders, resolutions of the general meetinghafeholders and of management of the compangmyiother facts related to the company’
business (whether occurring within the companytbexwvise somehow related thereto) that may infleghe price of its publicly traded securit
or the decision of investors to trade such seegribr to exercise any of such securities’ undeglyights;

e specify examples of facts that are considered tmaeerial, which include, among others, the executif agreements providing for the transfe
control, the entry or withdrawal of shareholdert ttmaintain any managing, financial, technolog@ahdministrative function with or contributi
to the company, and any corporate restructuringitaklen among related companies;

e oblige the officer of investor relations, controtli shareholders, other officers, directors, membgtke audit committee and other advisory bc
to disclose material facts;
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require simultaneous disclosure of material faztslit markets in which the corporation’s securities admitted for trading;

require the acquirer of a controlling stake in @apooation to publish material facts, including itdentions as to whether or not to li-the
corporation’s shares, within one year;

establish rules regarding disclosure requirementise acquisition and disposal of a material stottkhg stake; and

forbid trading on the basis of insider information.

In addition to the disclosure requirements underBhazilian corporation law and the CVM regulationg, must also observe the following disclo:
requirements:

we must disclose our consolidated financial statémat the end of each quarter (except for thedaatter of each year) and at the end of
fiscal year, including a statement of cash flowhjolr must indicate, at least, the changes in cashcash equivalents, separated into oper:
financing and investing cash flows;

we must, no later than four months after the endheffiscal year: disclose our financial statemeamd consolidated financial statement
accordance with IFRS, ireais or U.S. dollars, which must be fully disclosedEnglish, together with a management report, exgitag notes th.
shall include the net income and shareholdegsiity calculated at the end of such fiscal yeanvall as the proposal for distribution or othee 4
net income, and the independent auditors’ repad; a

within no longer than 15 days following the terntaidished by the Brazilian corporation law for distre of our quarterly information, we m
also: disclose our quarterly information translated English.

CVM Rule No. 480 provides for periodical informatithrat shall be submitted to the market. For instaheesubmission of the following documents
financial statements, (ii) standard form and fi@rmulario de Referéncja new annual report that replaces IAN.

The Formulario de Referénciahall be annually presented until the fifth mofdtiowing the termination of the fiscal year. Additally whenever tr
company decides to make a public offering an upbBtemulario de Referénciahall be filed. In addition, category A issuerdjieh includes us, shi
always update itBormulario de Referénciwithin seven business days from the occurrenamefof the following events:

(i) change of any of company’s managers or memb#renAudit Committee;

(ii) change of the corporate capital of the company

(iii) issuance of securities;

(iv) change of the rights and advantages of theedsecurities;

(v) change of the majority shareholder or variafioits position equal or superior to five percésto);

(vi) whenever a shareholder achieves a participatual or superior to five percent (5%) of shafethe same class, considering that the issuawk

it;

(vii) change or disclosure of new projections stiraates;

(viii) consolidation, merger of shares, merger apuh-off involving the company;

(ix) execution, change or termination of sharehaadgreement; or

(x) file for reorganization or petition for bankitay.
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CVM Rule No. 481 which sets forth (i) the procedurefting to the public solicitation of proxies ftire exercise of voting rights at shareholder:
meetings of public held companies; and (ii) disatesrequirements to be followed by public held canmips before the shareholders meetings. It pro
that: (i) shareholders that own 0.5% or more efé¢bhmpanys corporate capital may indicate members to thedofbDirectors and to the Fiscal Counci
public solicitation of proxies conducted by the g@my’s management, being thus required that the shaieisobe able to vote on the referred candic
(i) the companies that accept digital proxies seatworld wide web must allow shareholders whodh@5% or more of the compasytorporate capital
make public solicitation of proxies through the gamy’s referred system; and (iii) the publicly held camigs that do not accept digital proxies sen
world wide web must pay part of the costs of theljusolicitation of proxies made by shareholddrattown 0.5% or more of the compasorporat

capital.

In addition, all information that shall be discldgeintly with the call notice for General Sharetels Meetings of public held companies must be |
available to shareholders through the CVM websit that the following documents shall be discloseteast with thirty (30) in advance of the Anr
Shareholders Meeting:

(i) the management report on the corporation’siaffiad major administrative events of the lastdlsear;
(i) copies of the accounts and financial statersient
(iii) the opinion of the independent auditors, rifya
(iv) comments of the managers in the terms provideghe Section ten (10) of tlormuléario de Referéncjaand
(v) the Audit Committee report, if any.
Changes in Brazilian Corporation Law
During 2008 and 2009, the CPC issued over 40 stagdiatérpretations and application guidance docuspém order to converge Brazilian GAAF
IFRS, except in a limited number of areas in whicéreé are legal restrictions preventing completevemyence. Such legal restrictions do not pre
consolidated Brazilian GAAP financial statementsrfroomplying with IFRS, but limit certain options petted by IFRS.
D. Selling Shareholders
Not applicable.
E. Dilution
Not applicable.
F. Expenses of the Issue
Not applicable.
ITEM 10.ADDITIONAL INFORMATION
A. Share Capital
Not applicable.
B. Memorandum and Articles of Association

The Registrant was formed on March 12, 2004 sscéedade por a¢desa stock corporation duly incorporated under sl of Brazil with unlimite
duration. The Registrant is registered with the $&mlo Commercial Registrydynta Comercial do Estado de S&o Paulmder number NIR
35.300.314.441.

82



Description of Capital Stock
General

The Registrant became the parent company of Gol arcivi29, 2004, when all of the common shares, @Glaz®ferred shares and Class B prefe
shares of Gol (except for five common shares of #Bat are held by members of Goboard of directors for eligibility purposes) we@ntributed to th
Registrant by the shareholders of Gol in exchangéh®applicable number of either common shargeeferred shares of the Registrant. As a resutiis
reorganization, 41,499,995 common shares of Gokvexchanged for 109,448,497 common shares and , 8l preferred shares of the Regist
10,375,000 Class A preferred shares of Gol wereangdd for 29,049,994 preferred shares and six canghares of the Registrant and 8,408,206 ClI:
preferred shares of Gol were exchanged for 23,542p9eferred shares of the Registrant. The reazgtian did not affect our operations in any resg
The aggregate number of our common and preferracesioutstanding was increased to 168,793,243ea= sult of a 2.80 -foone stock split on May 2
2004 (which includes 224 common shares and 56 peefshares of the Registrant that were issuedrinexion with its formation on March 12, 2004).
June 24, 2004, the Registrant completed its inftidllic offering through the issuance of 18,750,@0éferred shares in the form of ADSs in the Ur
States and other countries outside Brazil and irfdira of preferred shares in Brazil. On April 2808, the Registrant completed a primary and secg
offering of 16,905,000 preferred shares in the f@ADSs in the United States and other countrigside Brazil and in the form of preferred share
Brazil. In addition, during 2005, our executiveiofirs exercised stock options for an aggregate08f579 preferred shares. During 2006, our exee
officers exercised stock options for an aggrega®88,833 preferred shares. In 2007, we increasedapital and, as a result of 6.1 million shassesed fo
the VRG acquisition and 11,569 shares issued relatair stock option program. On March 20, 2009, looard of directors approved a capital s
increase issuing 6,606,366 voting and 19,487,36fpmed shares. On October 19, 2009, we concladgdbal share offering of 19,002,500 common si
and 43,187,500 preferred shares. On May 5, 201®oard of directors approved a capital increas¢gheénamount of R$119.0 million, with the issuanc
4,883,756 shares, of which 3,833,076 were commareshand 1,050,680 were preferred shares. Durih@, 2ur executive officers exercised stock opt
for an aggregate of 173,374 preferred shares. ABemember 31, 2010 our capital structure consisfetl37,032,734 common shares and 133,30:
preferred shares, each with no par value. We ateck corporationspociedade andnimancorporated under the laws of Brazil.

Issued Share Capit

Under our bylaws, our authorized capital as of December 31020&s R$4.0 billion, and can be increased by theaisse of preferred or comrr
shares, after approval by our board of direct@sir shareholders must approve any capital incréegeexceeds our authorized capital. Under ouavos
and the Brazilian corporation law, if we issue addil shares in a private transaction, the existihgreholders have preemptive rights to subscok
shares on a pro rata basis according to their igddi See “—Preemptive Rights.”

Regulation of Foreign Investmu

There are no general restrictions on ownershipuofpoeferred shares or common shares by individualsgal entities domiciled outside Brazil, exc
for those regarding airline companies (see “—Regnabf the Brazilian Civil Aviation Market”).However, the right to convert dividend payments
proceeds from the sale of preferred shares or conshares into foreign currency and to remit suclwarts outside Brazil is subject to restrictions u
foreign investment legislation which generally riggs, among other things, the registration of tewant investment with the Central Bank.

Foreign investors may register their investmenteuricaw No. 4,131 of September 3, 1962, or Law N34, or Resolution No. 2,689 of January
2000 of the CMN, or Resolution No. 2,689. Registratinder Law No. 4,131 or under Resolution No. 2,§88erally enables foreign investors to cor
into foreign currency dividends, other distribuscaind sales proceeds received in connection wgiistezed investments and to remit such amountsaat
Resolution No. 2,689 affords favorable tax treatmeribreign investors who are not resident in ahaxen jurisdiction, which is defined under Braziltax
laws as a country that does not impose taxes orentie maximum income tax rate is lower than 20%hat restricts the disclosure of sharehc
composition or ownership of investments.
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Under Resolution No. 2,689, foreign investors mayest in almost all financial assets and engagdniost all transactions available in the Brazi
financial and capital markets, provided that certaiquirements are fulfilled. In accordance witts®ation No. 2,689, the definition of foreign invex
includes individuals, legal entities, mutual furaisd other collective investment entities that avenidiled or headquartered abroad. Investors ma
transfer the ownership of investments made undeolRisn No. 2,689 to other non-Brazilian holdersotingh private transactions.

Pursuant to Resolution No. 2,689, foreign investoust:

e appoint at least one representative and a custadBrazil with powers to perform actions relatirgthe foreign investment;
e complete the appropriate foreign investor regigtreform;

e register as a foreign investor with the CVM;

e register the foreign investment with the Central Bank

e appoint a tax representative in Brazil; and

e obtain a taxpayer identification number from theAfliran federal tax authorities.

Amounts invested in our preferred shares by aBw@zilian holder who qualifies under Resolution 2,88@ obtains registration with the CVM, or
the depositary representing an ADS holder, arebddigor registration with the Central Bank. Thigistration (the amount so registered is referreds
registered capital) allows the remittance outsidazBrof foreign currency, acquired with the proceed distributions on, and amounts realized thr¢
dispositions of our preferred shares. The registeapital per preferred share purchased in time &fran ADS, or purchased in Brazil and depositeti thie
depositary in exchange for an ADS, will be equaitsopurchase price (stated in U.S. dollars). Tdgistered capital per preferred share withdrawon
cancellation of an ADS will be the U.S. dollar egalent of (i) the average price of a preferred sham the Brazilian stock exchange on which the
preferred shares were traded on the day of withalraw(ii) if no preferred shares were traded aat tiay, the average price on the Brazilian stockamng:
on which the most preferred shares were tradetiarfifteen trading sessions immediately precedinchswithdrawal. The U.S. dollar equivalent will
determined on the basis of the average rates qbgtdte Central Bank on these dates.

A non-Brazilian holder of preferred shares may experietetays in effecting Central Bank registration, whichy delay remittances abroad. This d
may adversely affect the amount in U.S. dollarsereed by the non-Brazilian holder.

A registration has been obtained in the name ofldmositary with respect to the ADSs and is maieiby the custodian on behalf of the deposii
Pursuant to the registration, the custodian andd#émositary are able to convert dividends and otligtributions with respect to the preferred st
represented by our ADSs into foreign currency amditr the proceeds outside Brazil. In the eventahladlder of ADSs exchanges such ADSs for prefi
shares, such holder will be entitled to continuesty on the depositarg’registration for five business days after suaharge, following which such holc
must seek to obtain its own registration with thet€d Bank.

Thereafter, any holder of preferred shares mayadatble to convert into foreign currency and resiside Brazil the proceeds from the dispositio
or distributions with respect to, such preferredrsb, unless the holder is a duly qualified investaler Resolution 2,689.

If the shareholder does not qualify under ResoluBig889 by registering with the CVM and the Central IBand appointing a representative ai
custodian in Brazil, the holder will be subject ¢34 favorable Brazilian tax treatment than a hatdekDSs. Regardless of qualification under Resoh
2,689, residents in tax haven jurisdiction are ectbjfo less favorable tax treatment than otheridarenvestors. See “—TaxationBrazilian Ta
Considerations.”
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Under current Brazilian legislation, the federal gmment may impose temporary restrictions on remites of foreign capital abroad in the event
serious imbalance or an anticipated serious imbalan Brazils balance of payments. For approximately six momthl989 and early 1990, the Brazi
government froze all dividend and capital repatis held by the Central Bank that were owed to fpredquity investors, in order to conserve Brazil’
foreign currency reserves. These amounts wereequbstly released in accordance with federal gowem directives. There can be no assurance te
Brazilian government will not impose similar restidns on foreign repatriations in the future. S&&m 3. Risk Factors—Risks Relating to Brazil.”

Description of Preferred Shar

According to our by-laws, our preferred sharesramevoting. However, under certain limited circumstasi@rovided for in the Brazilian corporat
law and as described in this section, holders ofpsaferred shares may be entitled to vote. Upguidation, holders of preferred shares are entitd
receive distributions prior to the holders of oanenon shares.

According to our bylaws, holders of our preferred shares are entitidoke included in a public tender offer in case camtrolling shareholder sells
controlling stake in us, and the minimum price ¢odffered for each preferred share is 100% of thee paid per share of the controlling stake.

Under Brazilian law, the protections afforded to anity shareholders are different from those inlthéted States. In particular, judicial guidanceh
respect to shareholder disputes is less establishaéer Brazilian law than U.S. law and there aréediht procedural requirements for bringing shalair
lawsuits, such as shareholder derivative suits.a Assult, in practice it may be more difficult fmur minority shareholders to enforce their righgainst u
or our directors or controlling shareholder thawauld be for shareholders of a U.S. company.

Redemption and Rights of Withdra
Under the Brazilian corporation law, a dissentingnanvoting shareholder has the right to withdraw fromoanpany and be reimbursed for the valt

the preferred or common shares held whenever aideds taken at a general shareholderseting by a vote of shareholders representingaat 150% ¢
the total outstanding voting capital to:

e create a new class of preferred shares or incdiggmportionately an existing class of preferredrss relative to the other classes of sharesss
such action is provided for or authorized by owldoys (our by-laws allow us to do so);

o modify a preference, privilege or condition of regeion or amortization conferred on one or morss#s of preferred shares, or create a new
with greater privileges than the existing clasdgsreferred shares;

e reduce the mandatory distribution of dividends;

e merge or consolidate us with another company;

e participate in group of companies as defined inBhazilian corporation law and subject to the cdodg set forth therein;
e change our corporate purpose, including a saleeofidting control to a third party;

e transfer all of our shares to another company ceive shares of another company in order to ma&ketimpany whose shares were transfer
wholly owned subsidiary of such company, knowrnasrporacéo de acdes

e conduct a spin-off that results in (a) a changewfcorporate purposes, except if the assets abilities of the spireff company are contributed
a company that is engaged in substantially the sagtieities, (b) a reduction in the mandatory déend or (c) any participation in a centrali
group of companies, as defined under the Brazilaaparation law; or
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e dissolution of the company or terminating a stdtiéqoidation.

In the event that the entity resulting from a mergensolidation, oincorporacéo de acde®r spineff of a listed company fails to become a it
company within 120 days of the shareholders meeainghich such decision was taken, the dissentingoovoting shareholders may also exercise
withdrawal right.

If there is a resolution to (a) merge or consoédat with another company; (b) conduate@orporacao de agdegc) participate in a group of compan
as defined under the Brazilian corporation law gra@huire control of another company, the withddamghts are exercisable only if our shares dc
satisfy certain tests of liquidity and dispersatta# type or class of shares in the market atithe ¢f the general meeting.

Only holders of shares adversely affected by ttlaghs mentioned in the first and second items abmayewithdraw their shares.

The right of withdrawal lapses 30 days after pudilan of the minutes of the relevant general shadehs’ meeting that approved the corporate ac
described above. In the case of the changes meudtim items (a) and (b) above, the resolutionulgext to confirmation by the preferred sharehd
which must be obtained at a special meeting heldinvbne year. In those cases, theda®-term is counted from the date of publicatiorthaf minutes ¢
the special meeting. We would be entitled to re@sr any action triggering appraisal rights withitdays following the expiration of such rightght
redemption of shares of dissenting or mmting shareholders would jeopardize our finanstability. Shares to be purchased by us from thgedting ¢
nonvoting shareholders exercising appraisal right$ beél valued at an amount equal to the lesser ofatable portion attributable to such shares o
shareholders’ equity as shown on the last balaneetsapproved at a general shareholdeesting (book value) and the ratable portion aiteble to suc
shares of the economic value of the company, potdoaan appraisal report produced in accordante twe provisions of the Brazilian corporation lalf
more than 60 days have elapsed since the datebfbslance sheet, dissenting shareholders mayreetipait the book value of their shares be calcdlat
the basis of a new balance sheet. As a geneglsidreholders who acquire their shares aftdirgienotice convening the general shareholderséting o
after the relevant press release concerning théimgdae published will not be entitled to appraigghts.

For purposes of the right of withdrawal, the corcep “dissenting shareholderfinder the Brazilian corporation law, includes notyothose
shareholders who vote against a specific resolubahalso those who abstain from voting, who tfaiattend the shareholders meeting or who do ned
voting rights.

Preemptive Righ

Each of our shareholders generally has a preemptit¢ to subscribe for shares or convertible séegrin any capital increases, in proportion 8
shareholdings. A minimum period of 30 days, uni@sshorter period is established by our board wdcthrs, following the publication of notice of
capital increase is allowed for the exercise ofright and the right is negotiable. In the eveha@apital increase which would maintain or inseh:
proportion of capital represented by preferred ehiaholders of ADSs or preferred shares would paeemptive rights to subscribe only to newly ist
preferred shares.

In the event of a capital increase which would pedilne proportion of capital represented by preteshares, holders of ADSs or preferred sharesd
have preemptive rights to subscribe for preferfates, in proportion to their shareholdings, andccommon shares, only to the extent necessaryetzep
dilution of their equity participation. (See “Risklating to the ADSs and Our Preferred Shardslders of ADSs may be unable to exercise preere
rights with respect to our preferred shares”). ©®wlaws provide that our board of directors may, witline limit of its authorized capital, withdr
preemptive rights to existing shareholders in cotine with an increase in share capital througk saktock exchanges, public offerings or publicheang
offers. In addition, Brazilian corporation law pides that the granting or exercise of stock optipmssuant to certain stock option plans is not esthic
preemptive rights.
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Voting Rights

Each common share entitles its holder to one vioteiiashareholdersheetings. Preferred shares have no voting rigitsept that each preferred st
entitles its holder to one vote at our shareholdeeeting to decide on certain specific mattershsas:

e any transformation of the company into another crate type; any merger, consolidation or spin-6the company;

e approval of any transactions between the compadytarcontrolling shareholder or parties relatethtcontrolling shareholder;
e approval of any evaluation of assets to be deltvémehe company in payment for shares issueccapéal increase;

e appointment of an expert to ascertain the fair@aliithe company in connection with any deregigtnaand delisting tender offer;
e any changes to these voting rights; and

e approval of a change of our corporate purpose.

Holders of preferred shares are entitled to atsradeholdersmeetings and to participate in the discussionse Bitazilian corporation law provides t
nonvoting shares, such as preferred shares, may aceuling rights if the company fails to distribdbeed or minimum dividends in connection with s
shares for three consecutive fiscal years andretilin such voting rights until the distributionafch fixed or minimum dividends. (SeRisks Relating t
the ADSs and Our Preferred Shares—Holders of tefeped shares may not receive any dividends”).

According to the Brazilian corporation law, any charn the preferences or rights of our preferreateshy or the creation of a class of shares h
priority over our preferred shares, unless sucinglds authorized by our bsws, would require the approval of our preferrédreholders in a spec
shareholdersmeeting in addition to approval by a majority o tholders of our outstanding voting shares. THdems of preferred shares would vote
class at the special meeting.

The Brazilian corporation law grants (i) holderspoéferred shares without voting rights (or withtriesed voting rights) representing 10% of the I
issued capital stock and (ii) holders of our comrabares that are not part of the controlling graunml represent at least 15% of the voting capitaks the
right to appoint a member to the board of diregtbysvoting during the annual shareholders’ meetitignone of our norgontrolling holders of common
preferred shares meets the respective threshofitsilbed above, holders of preferred or common shamgresenting at least 10% of the share capitald
be able to combine their holdings to appoint oneniver and an alternate to our board of directorgchSights may only be exercised by those shareln
who prove that they have held the required stakie mo interruption during at least the three momlinsctly preceding our annual shareholders meeting

Holders of common shares are entitled to certgihtsi that cannot be amended by changes in thewsyda at a general shareholdemseting, whic
include (i) the right to vote at general sharehdtmeetings; (i) the right to participate in distritons of dividends and interest on capital andhiars in th
remaining assets of the company in the event afdation; (iii) preemptive rights in certain circgtances and (iv) the right to withdraw from the pam
in certain cases. In addition to those rights,itiidaws or a majority of the voting shareholders matallish additional rights and, likewise, removernth
Currently, our bylaws do not establish any rights in addition tosth@lready set forth by the Brazilian corporation.larhe Level 2 of Differentiate
Corporate Governance Practices, which we comply, witbvides for the granting of voting rights to tiets of preferred shares in connection with ce
matters, including corporate restructurings, meygerd related party transactions.

Controlling shareholders may nominate and elect nihaof the members of the board of directorsBozilian companies. In a Brazilian compe
management is not entitled to nominate directorelection by the shareholders. Non-controllingrsholders and holders of n@ating shares are entitl
to elect representatives tioe board, as described above. Holders of a tbi@gtercentage of the voting shares may also réquego 48 hours prior to a
general shareholdersieeting, that the election of directors be subjeatumulative voting. The threshold percentagesired for cumulative voting for
corporation such as ours is currently 5% of thestamding shares. Shareholders who vote to elsgprasentative of the naontrolling shareholders m
not cast cumulative votes to elect other membetseoboard.
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e dissolution of the company or terminating a stdtiéqoidation.

In the event that the entity resulting from a mergensolidation, oincorporacéo de acde®r spineff of a listed company fails to become a it
company within 120 days of the shareholders meeainghich such decision was taken, the dissentingoovoting shareholders may also exercise
withdrawal right.

If there is a resolution to (a) merge or consoédat with another company; (b) conduate@orporacao de agdegc) participate in a group of compan
as defined under the Brazilian corporation law gra@huire control of another company, the withddamghts are exercisable only if our shares dc
satisfy certain tests of liquidity and dispersatta# type or class of shares in the market atithe ¢f the general meeting.

Only holders of shares adversely affected by ttlaghs mentioned in the first and second items abmayewithdraw their shares.

The right of withdrawal lapses 30 days after pudilan of the minutes of the relevant general shadehs’ meeting that approved the corporate ac
described above. In the case of the changes meudtim items (a) and (b) above, the resolutionulgext to confirmation by the preferred sharehd
which must be obtained at a special meeting heldinvbne year. In those cases, the 30-day termousted from the date @lublication of the minutes
the special meeting. We would be entitled to re@sr any action triggering appraisal rights withitdays following the expiration of such rightght
redemption of shares of dissenting or mmting shareholders would jeopardize our finanstability. Shares to be purchased by us from thgedting ¢
nonvoting shareholders exercising appraisal right$ beél valued at an amount equal to the lesser ofatable portion attributable to such shares o
shareholders’ equity as shown on the last balaneetsapproved at a general shareholdeesting (book value) and the ratable portion aiteble to suc
shares of the economic value of the company, potdoaan appraisal report produced in accordante twe provisions of the Brazilian corporation lalf
more than 60 days have elapsed since the datebfbslance sheet, dissenting shareholders mayreetipait the book value of their shares be calcdlat
the basis of a new balance sheet. As a geneglsidreholders who acquire their shares aftdirgienotice convening the general shareholderséting o
after the relevant press release concerning théimgdae published will not be entitled to appraigghts.

For purposes of the right of withdrawal, the corcep “dissenting shareholderfinder the Brazilian corporation law, includes notyothose
shareholders who vote against a specific resolubahalso those who abstain from voting, who tfaiattend the shareholders meeting or who do ned
voting rights.

Preemptive Righ

Each of our shareholders generally has a preemptit¢ to subscribe for shares or convertible séegrin any capital increases, in proportion 8
shareholdings. A minimum period of 30 days, uni@sshorter period is established by our board wdcthrs, following the publication of notice of
capital increase is allowed for the exercise ofright and the right is negotiable. In the eveha@apital increase which would maintain or inseh:
proportion of capital represented by preferred ehiaholders of ADSs or preferred shares would paeemptive rights to subscribe only to newly ist
preferred shares.

In the event of a capital increase which would pedilne proportion of capital represented by preteshares, holders of ADSs or preferred sharesd
have preemptive rights to subscribe for preferfates, in proportion to their shareholdings, andccommon shares, only to the extent necessaryetzep
dilution of their equity participation. (See “Risklating to the ADSs and Our Preferred Shardslders of ADSs may be unable to exercise preere
rights with respect to our preferred shares”). ©®wlaws provide that our board of directors may, witline limit of its authorized capital, withdr
preemptive rights to existing shareholders in cotine with an increase in share capital througk saktock exchanges, public offerings or publicheang
offers. In addition, Brazilian corporation law pides that the granting or exercise of stock optipmssuant to certain stock option plans is not esthic
preemptive rights.
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Conversion Right

Our shareholders may, at any time, convert comnhanes into preferred shares, at the rate of onermnshare to one preferred share, to the ¢
such shares are duly paid and provided that theuataf preferred shares does not exceed 50% dabthEamount of shares outstanding. Any requer
conversion must be delivered to our board of exeeudfficers and, once accepted by the board otwatiee officers, must be confirmed by our boar
directors at the first meeting after the date efrquest for conversion.

Special and General Meetin

Unlike the laws governing corporations incorporateder the laws of the State of Delaware, the Beazitorporation law does not allow sharehol
to approve matters by written consent obtained @Sponse to a consent solicitation procedure.maliters subject to approval by the shareholdeist i
approved in a general meeting, duly convened putsaathe provisions of Brazilian corporation laBhareholders may be represented at a sharehold:
meeting by attorneys-in-fact who are (i) shareh@de the corporation, (ii) a Brazilian attorneyi) @ member of management or (iv) a financialitngion.

General and special shareholders’ meetings maglledy publication of a notice in thiiario Oficial do Estado de Sao Pauémd in a newspaper
general circulation in our principal place of besie at least 15 days prior to the meeting. Spewdatings are convened in the same manner as ¢
shareholders’ meetings and may occur immediatdlyrb@r after a general meeting.

At duly called and convened meetings, our sharegisldre empowered to take any action regardingpusiness. Shareholders have the exclusive
during our annual shareholdersieetings required to be hold within 120 days of ¢imel of our fiscal year, to approve our financi@tements and
determine the allocation of our net income anddis&ibution of dividends related to the fiscal ygamediately preceding the meeting. The membgaoait
board of directors are generally elected at anshateholdersmeetings. However, according to Brazilian corporatiaw, they can also be electel
extraordinary shareholdergheetings. At the request of shareholders holdirgufficient number of shares, a fiscal council ¢snestablished and
members elected at any shareholders’ meeting.

An extraordinary shareholders’ meeting may be tegldcurrently with the annual shareholdenseeting and at other times during the year.
shareholders may take the following actions, anathgrs, exclusively at shareholders’ meetings:

e election and dismissal of the members of our boédirectors and our fiscal council, if the shareleos have requested the set up of the latter;

e approval of the aggregate compensation of the mesrdeour board of directors and board of executifficers, as well as the compensation o
members of the fiscal council, if one has beenbéisteed;

e amendment of our bylaws;
e approval of our merger, consolidation or spin-off;
e approval of our dissolution or liquidation, as wasl the election and dismissal of liquidators dwedapproval of their accounts;

e granting stock awards and approval of stock spliteverse stock splits;
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e approval of stock option plans for our managemet employees, as well as for the management antbgegs of other companies directly
indirectly controlled by us;

e approval, in accordance with the proposal submlittedur board of directors, of the distributionaafr net income and payment of dividends;

. authorization to delist from the Level 2 of Diffeteated Corporate Governance Practices and to be@ompevate company, except if
cancellation is due to a breach of the Level 2 lagns by management, and to retain a speciafinmctto prepare a valuation report with respe:
the value of our shares, in any such events;

e approval of our management accounts and our finhetatements;

e approval of any primary public offering of our sksior securities convertible into our shares; and
e deliberate upon any matter submitted by the bobdirectors.

Anti-Takeover Provisions

Our by-laws require any party that acquires outrabio extend a tender offer for common and pref@ishares held by namentrolling shareholders
the same purchase price paid to the controllingestudder.

Arbitration

In connection with our listing with Level 2 of Défentiated Corporate Governance Practices, we ancbatrolling shareholders, directors, officers
members of our fiscal committee have undertakemefeer to arbitration any and all disputes arising af the Level 2 rules or any other corporate erat
See “Market Information.” Under our Bgws, any disputes among us, our shareholders @nchanagement with respect to the application e®L& rules
the Brazilian Corporation law or the application bé trules and regulations regarding Brazilian capitatkets, will be resolved by arbitration condu
pursuant to the BM&FBOVESPA Arbitration Chamber anlésu Any disputes among shareholders, includindere of ADSs, and disputes between us
shareholders, including holders of ADSs, will bbémitted to arbitration in accordance with the BM&FBBSPA Arbitration Chamber and rules.

Going Private Process

Pursuant to our bylaws, we may become a privdielg-company only if we, our controlling sharehatder our group of controlling shareholders
a public tender offer for all outstanding shares.

According to the Level 2 regulations and our bylatke minimum price of the shares in the publidtroffer required to be made in case we go pt
shall be equivalent to the economic value deterchinghe appraisal report prepared by a speciabretlindependent company, with renowned expett
be selected at the annual shareholders’ meeting &mong the three companies suggested by the bbdnectors.

In addition to the requirements set out in the L@veegulations and our bylaws, according to thezlliem corporation law, our registration as a pciy
held company with shares traded on stock exchanglelse canceled only if we or our direct or inditecontrolling shareholders make a public tendéar
for the total outstanding shares in the market ¢ivimay be the same tender offer required by LevebRlations and our bylaws), at a fair value,gqrice
at least equal to our evaluation, determined basethe following criteria, separately or jointly gated: stockholders’ equity book value, stockhadtle
equity at market price, discounted cash flow, mildticomparisons, market price of our shares orathgr criteria accepted by the CVM. Sharehol
holding at least 10% of our outstanding shares ragyire our management to review the price offéoedhe shares, and in this event our managemei
call a special shareholders™ meeting to determinether to perform another valuation using the sansdifferent valuation method. Such request rbe
made within 15 days following the disclosure of finiee to be paid for the shares in the public ¢éerdfer, and shall be duly justified. The shatdbos whe
make such request, as well as those who vote favts, shall reimburse us for any costs involvegieparing thaew valuation if the valuation price
lower than or equal to the original valuation pridéthe new valuation price is higher than thigimal valuation price, the public tender offer mhe mad
at the new valuation price.
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Delisting from Differentiated Corporate Governancea&ttices Level 2

We may, at any time, delist our shares from theeL@vsegment, provided that this is approved byedi@ders representing the majority of our vc
share capital at an annual shareholderséting and that we provide written notice to the@@MOVESPA at least 30 days in advance. If we detiddelis
from the Level 2 segment, in order to make ourehawvailable to be traded outside the Level 2 sagrer controlling shareholders must conduct dip
tender offer for the acquisition of our shares itthe legal timeframe, based on the economic vahleulated in the appraisal report prepared
specialized and independent company, to be selettad annual shareholderseeting from among three companies suggested byahel of directors
The public tender offer notice must be communicatethe BM&FBOVESPA and immediately disclosed to tharket after the shareholdermeetin
during which the delisting was approved. If thdidlimg from the Level 2 segment is a result of ttancellation of our registration as a publiclyd
company, our controlling shareholders must follbe ¢ther requirements applicable to going private.

The delisting from the Level 2 segment does notyrtipe cancellation of the trading of our sharegsttnBM&FBOVESPA.

If our share control is transferred within the 1@nths subsequent to the delisting from the Leveh@,selling controlling shareholder and the b
shall offer to our other shareholders the acqoisiof their shares at the price and conditions igexV to the controlling shareholder selling thersh
adjusted for inflation.

After delisting from the Level 2 segment, we may remuest the listing of our shares in the Leveégment for two years subsequent to the canceil|
except if there is a change of our share conttet afelisting from the Level 2 segment.

Form and Transfer

Because our preferred shares are in registered dumk-form, Banco Itad S.A., as registrar, mustafny transfer of shares by an entry made
books, in which it debits the share account of ttaesferor and credits the share account of thesfieaee. When our shares are acquired or solc
Brazilian stock exchange, the transfer is effectedh® records of our registrar by a representativa brokerage firm or the stock excharsmgelearint
system. Transfers of shares by a foreign investerexecuted in the same way by that investor’allagent on the investarbehalf except that, if t
original investment were registered with the Cerahk pursuant to Resolution No. 2,689, the foreiyestor should also seek amendment through it$
agent, if necessary, of the electronic registratreflect the new ownership. The BM&FBOVESPA opesaa clearinghouse through CBLC. The fact
such shares are subject to custody with the retestank exchange will be reflected in our regisifyshareholders. Each participating shareholdér i
turn, be registered in the register of our benafishareholders that is maintained by CBLC and wilirbated in the same way as registered shareholders

American Depositary Receipts

The Bank of New York Mellon, as depositary, has eked and delivered the ADRs representing our predeshares. Each ADR is a certific
evidencing a specific number of American Depositdhares, also referred to as ADSs. After our 20SAatio change in December 2005, each .
represents one preferred share (or a right toveamie preferred share) deposited with the prih@aa Paulo office of Banco Ital S.A., as custodiarthe
depositary in Brazil. Each ADS also representsathgr securities, cash or other property which tmayeld by the depositary. The depositsffice a
which the ADRs are administered is located at 10TIBgiStreet, New York, New York 10286.

You may hold ADSs either directly (by having an AB&jistered in your name) or indirectly through ybuoker or other financial institution. If y
hold ADSs directly, you are an ADR holder. We dd tmeat ADR holders as our shareholders and ADR heldave no shareholder rights. Brazilian
governs shareholder rights. The depositary ithider of the preferred shares underlying the ADSselders of ADRs have ADR holder rights. A dep
agreement among us, the depositary and you, asDéh Holder, and the beneficial ownersAIDRs sets out ADR holder rights as well as the rigirte
obligations of the depositary. New York law gowethe deposit agreement and the ADRs.
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C. Material Contracts

Our material contracts are directly related to operating activities, such as contracts relatingitoraft leasing and fuel supply as well as cani¢
relating to our concession to operate as a comaleaicline. We do not have material contracts #ratnot related to our operating activities.

Aircraft General Terms Agreement between The Boeing Gopany and VRG Linhas Aéreas S.A.

In 2004, we entered into an agreement, as amemdtéd;The Boeing Company for the purchase of airciiafitallation of buyer furnished equipm
provided by us, customer support services and ptaghsurance. In addition to the aircraft suppligte Boeing Company will provide maintenance traj
and flight training programs, as well as operatiengineering support.

Commercial Sale Promise Agreement between Petrobr&istribuidora S.A. and VRG Linhas Aéreas S.A.

In 2001, we entered into a commercial sale promgeement for the purchase of fuel from Petrolwhich was renewed July 7, 2006. We agre¢
purchase fuel exclusively from Petrobras in altted airports where Petrobras maintains aircrafifgefacilities. Petrobras, in turn, agreed to\pde u:
with all of our fuel needs in the supplying airgort

Reservation Services and Software License Use Agreent between Navitaire Inc. and VRG Linhas Aéreas S.A

On May 1, 2004, we entered into an agreement, &hded and updated, with Navitaire Inc. for hosemnestion services and obtained a license t
the Navitaire software to provide reservation sEsito our customers. Navitaire provides a nurobancillary services in addition to the host reséior
services, including data center implementation isesy network configuration and design servicestesy integration services, customer site instalt
services and initial training services.

D. Exchange Controls

The right to convert dividend or interest paymeand proceeds from the sale of shares into foreigrency and to remit such amounts outside Bra
subject to restrictions under foreign investmegidiation which generally requires, among othengdhi that the relevant investments have been esgi
with the Central Bank and the CVM. Such restrictionsthe remittance of foreign capital abroad maydé@inor prevent the custodian for our prefe
shares represented by our ADSs or the holders ofpmferred shares from converting dividends, ifistions or the proceeds from any sale of t
preferred shares into U.S. dollars and remittirggwhS. dollars abroad. Holders of our ADSs coddtiversely affected by delays in, or refusal emgany
required government approval to convert Braziliamency payments on the preferred shares underbim@\DS and to remit the proceeds abroad.

Resolution No. 1,927 of the National Monetary Coumcibvides for the issuance of depositary receiptforeign markets in respect of share
Brazilian issuers. The ADS program was approveceutite Annex V Regulations by the Central Bank andQ¥&1 prior to the issuance of the ADS
Accordingly, the proceeds from the sale of ADSSADR holders outside Brazil are not subject to Brauaifiareign investment controls, and holders o
ADSs are entitled to favorable tax treatment urgetain circumstances. See “Taxation—Material BiexziTax Considerations.”

E. Taxation

The following discussion addresses the material iBaazand United States federal income tax consecge of acquiring, holding and disposing of
preferred shares or ADSs.

This discussion is not a comprehensive discussiaill dhe tax considerations that may be relevana tdecision to purchase our preferred shar
ADSs and is not applicable to all categories oEstars, some of whicmay be subject to special rules, and does notfigmli address all of the Brazilii
and United States federal income tax consideratimpdicable to any particular holder. It is basgdn the tax laws of Brazil and the United Statem
effect on the date of this annual report, which subject to change, possibly with retroactive dffand to differing interpretations. Each prospe
purchaser is urged to consult its own tax advibouathe particular Brazilian and United States fabiemcome tax consequences to it of an investrimeoti
preferred shares or ADSs. This discussion is laés®d upon the representations of the depositahyrthe assumption that each obligation in theosid
agreement among us, The Bank of New York Mellondagositary, and the registered holders and beaéfisvners of our ADSs, and any rele
documents, will be performed in accordance withates.
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Although there presently is no income tax treatyMeen Brazil and the United States, the tax autiesrif the two countries have had discussions that
may culminate in such a treaty. We cannot assate lyowever, as to whether or when a treaty witteinto force or how it will affect holders of ¢
preferred shares or ADSs.

Material Brazilian Tax Considerations

The following discussion, in the opinion of Mattéslho, Veiga Filho, Marrey Jr. e Quiroga Advogadaddresses the material Brazilian
consequences of the acquisition, ownership andasiispn of our preferred shares or ADSs by a noreiiea holder.

This discussion is based on Brazilian law as culyeint effect, which are subject to change, possibigh retroactive effect, and to differi
interpretations. Any change in such law may chahgeconsequences described below. EachBmamiian holder should consult his or her own telxise!
concerning the Brazilian tax consequences of arstnvent in the preferred shares or ADSs.

Taxation of DividendsDividends, including dividends in kind, paid bytasthe depository in respect of the preferred sharelerlying the ADSs or tc
non-Brazilian holder of preferred shares will not bejeabto Brazilian withholding income tax, providdtht such amounts are related to profits earnec
January 1, 1996.

Taxation of Gains According to Law No. 10,833, enacted on Decembef@03, capital gains realized on the dispositibassets located in Brazil b
non-Brazilian holder are subject to taxation in Brazgardless of whether the sale or the dispasitomade by a non-Brazilian holder to another no
Brazilian resident or to a Brazilian resident.

With respect to the disposition of preferred shaasshey are assets located in Brazil, the Bi@zilian holder will be subject to income tax oe tain:
assessed, following the rules described below rdbgss of whether the disposition is conducted iazBor with a Brazilian resident.

With respect to the ADSs, arguably the gains redlizy a non-Brazilian holder on the disposition &3 to another noBrazilian resident are n
taxed in Brazil, based on the argument that ADSsldvaot constitute assets located in Brazil for psgmof Law No. 10,833/03. However, we ca
assure you how Brazilian courts would interpretdbénition of assets located in Brazil in connectwith the taxation of gains realized by a N@&raziliar
Holder on the disposition of ADSs to another nonzBian resident. As a result, gains on a dispositbf ADSs by a nomrazilian holder to Brazilia
resident, or even to ndBrazilian holder in the event that courts determireg ADSs would constitute assets located in Brazidly be subject to income -
in Brazil according to the rules described aheads important to clarify that, for purposes of Bi@n taxation, the income tax rules on gains eatc
disposition of preferred shares or ADSs vary depenadn the domicile of the non-Brazilian holder, toem by which such noBrazilian holder he
registered its investment with the Central Bank anldéov the disposition is carried out, as describeldw.

The deposit of preferred shares in exchange for AD&y be subject to Brazilian tax on capital gatrtha rate of 15%, or 25% in the case of inve:
domiciled in a Low or Nil Tax Jurisdiction, if trecquisition cost of the preferred shares is lowant(a) the average price per preferred shareBraaliar
stock exchange on which the greatest number of shaltes were sold on the day of deposit or (bd ipreferred shares were sold on that day, the g&
price on the Brazilian stock exchange on which theagst number of preferred shares were sold irlsheading sessions immediately preceding
deposit. In such case, the difference betweeratlpiisition cost and the average price of the prefleshares calculated as described above, w
considered to be a capital gain subject to taxatiorsome circumstances, there may be argumeisstain that such taxation is not applicablth@acase «
a non-Brazilian holder that is a 2,689 Holder (ainge below) and is not resident in a Low or NilXTaurisdiction.
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The withdrawal of ADSs in exchange for preferredrsis should not be considered as giving rise tapitat gain subject to Brazilian income 1
provided that on the receipt of the underlying erefd shares, the ndrazilian holder complies with the regulatory rule@lsserved in respect to 1
registration of the investment before the CentralkBan

Gains assessed on the disposition of the prefasfrates carried out on the Brazilian stock exchandpch includes the transactions carried out ol
organized over-the-counter market) are:

e exempt from income tax, when assessed by aBramilian holder that (1) has registered its invesitrin Brazil with the Central Bank under
rules of Resolution No. 2,689/00 (“2,689 Holder"daR) is not resident in a Low or Nil Tax Jurisddct; or

e subject to income tax at a rate of 15% in any otlae, including the gains assessed by aBramiian holder that is not a 2,689 Holder andoz
resident in a Low or Nil Tax Jurisdiction. In tleesases, a withholding income tax of 0.005% shatjplicable and can be offset with the eve
income tax due on the capital gain.

Any other gains assessed on the disposition optéferred shares that are not carried out on theilBma stock exchange are subject to income ta
rate of 15%, except for a resident of a Low or Nk Jurisdiction, or yet where local regulationgose restrictions on disclosure of share owneraht
identity of beneficiary holders which, in this case subject to income tax at a rate of 25%. Hsth gains are related to transactions conductettie
Brazilian non-organized over-ttemunter market with intermediation, the withholdingome tax of 0.005% shall also be applicable @ardbe offset agair
the eventual income tax due on the capital gain.

In the case of a redemption of preferred share&Of8s or a capital reduction by a Brazilian corpanatithe positive difference between the am
received by the noBrazilian holder and the acquisition cost of thefgmed shares or ADSs redeemed is treated as kgpitaderived from the sale
exchange of shares not carried out on a Brazilisckstxchange market and is therefore subject niectax at the rate of 15%, or 25%, as the casebmay

As a general rule, the gains realized as a re$udtdisposition transaction of preferred share&\D6Ss are determined by the difference betwee
amount realized on the sale or exchange of theestzard their acquisition cost.

There can be no assurance that the current préfargaatment for noBrazilian holder of ADSs and 2,689 Holder of preéershares will continue
will not be changed in the future.

Any exercise of preemptive rights relating to theferred shares or ADSs will not be subject to Biaziincome tax. Any gain on the sale
assignment of preemptive rights relating to pref@rshares or the ADSs by a nBrazilian holder will be subject to Brazilian incortexation according
the same rules applicable to the sale or dispositigreferred shares.

Distributions of Interest on Shareholders’ Equity. accordance with Law No. 9,249, dated Decembef 285, as amended, Brazilian corporations
make payments to shareholders characterized agbdigins of interest on the company’s shareholderpiity as an alternative to making indivic
distributions. Such interest is calculated by neffiee to the TILP as determined by the Central Bamk fime to time and cannot exceed the greater of:

e  50% of net income (after social contribution onfjgsoand before taking such distribution and thevision for corporate income tax into acco!
for the period in respect of which the payment &de or

e 50% of the sum of retained profits and profits ress, as of the date of the beginning of the penagspect of which the payment is made.
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Distributions of interest on shareholders’ equityéspect of the preferred shares paid to sharefsolgho are either Brazilian residents or Boaziliar
holders, including noBrazilian holders of ADSs, are subject to Braziliathiwolding income tax at the rate of 15%, or 25%dse of a resident of a Low
Nil Tax Jurisdiction or where applicable local laingpose restrictions on the disclosure of the di@ding composition or the ownership of investmem
the ultimate beneficiary of the income derived fraransactions carried out and attributable to a-Brazilian holder. The distribution of interest
shareholderseequity may be determined by our board of directovde cannot assure you that our board of directdglisnot determine that futu
distributions of profits may be made by means tdriest on shareholders’ equity instead of by me&dsvidends.

The amounts paid as distribution of interest orredinalders’equity are deductible for corporation income tad ancial contribution on profit, both
which are taxes levied on our profits, as far adlithits and rules described above are observagby

Low or Nil Taxation Jurisdictions.

Law No. 9,779, dated as of January 01, 1999 statas except for limited prescribed circumstandaspme derived from transactions by a pe
resident or domiciled in a Low or Nil Tax Jurisdiat will be subject to withholding income tax aethate of 25%. A Low or Nil Tax Jurisdiction is geally
considered to be a country or other jurisdictioriclitdoes not impose any income tax or which impasieh tax at a maximum rate lower than 20%. U
certain circumstances, ndransparency rules are also taken into accountédermining whether a country or other jurisdictisna Low or Nil Ta:
Jurisdiction. In addition, on June 24, 2008, Law M, 727 introduced the concept of “privileged tegime”, considered as such the tax regime that (i)
not tax income or taxes it at a maximum rate lothian 20%; (ii) grants tax benefits to n@sident entities or individuals (a) without thgugement to cart
out a substantial economic activity in the courgrydependency or (b) contingent to the mxercise of a substantial economic activity in teentry o
dependency; or (iii) does not tax or that taxesitikeme generated abroad at a maximum rate loveer 20%; or (iv) does not provide access to infoiom
related to shareholding composition, ownershipssiess and rights or economic transactions cartied We consider that the best interpretation of INo.
11,727/08 that the new concept of “privileged tagime”would be applicable solely for purposes of trangfécing and thin capitalization rules. Howe!
due to the recent enactment of this Law, we arblerta ascertain whether or not the privilegedrigime concept will be extended to the conceptmf o
Nil Taxation Jurisdiction although the Brazilian tawthorities appear to agree with our positionyiew of the provisions of the recently introdu
Normative Ruling No. 1,037, dated as of June 4, 20dtich presents two different lists (Low or Nil ¥ durisdictions— taking into account the non-
transparency rules — and privileged tax regimes).

Notwithstanding the above, we recommend that yasaib your own tax advisors regarding the consegeeof the implementation of Law No. 11,7
Normative Ruling No. 1,037 and of any related Braniltax law or regulation concerning Low or Nil Taxrisdictions or“privileged tax regimes.”

Other Relevant Brazilian Taxes

There are no Brazilian inheritance, gift or sucagssaxes applicable to the ownership, transferigpasition of preferred shares or ADSs by a nol
Brazilian holder except for gift and inheritancegaxvhich are levied by some states of Brazil ors gifade or inheritances bestowed by the Braeiliar
holder to individuals or entities resident or doifeid within such states in Brazil. There are nazilian stamp, issue, registration or similar &age dutie
payable by a non-Brazilian holder of preferred sharceADSs.

Tax on foreign exchange transactions

Pursuant to Decree No. 6,306/07, the conversianfareign currency or the conversion into Brazilamrency of the proceeds received or remitted
Brazilian entity from a foreign investment in the Biian securities market, including those in coniwith the investment by a ndrazilian holder i
the preferred shares and ADSs may be subject tddakeon Foreign Exchange Transactions, or IOF/Exgha Currently applicable rate for most fore
currency exchange transactions is 0.38%. Effea@w®f October 5, 2010, currency exchange tramsectarried out for the inflow of funds in Brazilr
investment made by a foreign investor (includingoa-Brazilian holder, as applicable) are subject to EXehange at (i) 2% rate in case of variable inc
transactions carried out on the Brazilian stockures and commodities exchanges, as well as in ¢haisitions of shares of Brazilian publidhelc
companies in public offerings or subscription ofusls related to capital contributions, provided the issuer company has registered its sharesafting ir
the stock exchange (ii) 0% for the outflow of resms from Brazil related to these type of investraeinicluding payments of dividends and interes
shareholderséquity and the repatriation of funds invested i Brazilian market. In any case, the Brazilian Gorent is permitted to increase at any
the rate to a maximum of 25%, but only in relatioriuture transactions.
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Tax on Bonds and Securities Transactions

Pursuant to Decree 6,306/07, the Tax on Bonds andries Transactions (“IOF/Bondsthay be imposed on any transactions involving bartt
securities even if the transactions are performed d@razilian stock exchange. The rate of IOF/Bompgiglicable to transactions involving preferre:
common shares is currently zero. In particulag, ItBF/Bonds levies at a rate of 1.5% on the trarsffehares traded on the Brazilian stock exchanda
the purpose of the issuance of depositary rectopgie traded outside Brazil. The Brazilian governnreay increase such rate up to 1.5% per day, by
with respect to future transactions.

Registered Capital

The amount of an investment in preferred shares Inela nonBrazilian holder who qualifies under Resolution N@8® and obtains registration w
the CVM, or by the depositary, as the depositaryasmting such holder, is eligible for registratisith the Central Bank. Such registration allows
remittance outside of Brazil of any proceeds ofrifigtions on the shares, and amounts realized regpect to disposition of such shares. The regk
capital for preferred shares purchased in the fofADSs or purchased in Brazil, and deposited whih depositary in exchange for ADSs will be equ
their purchase price (in U.S. dollars) to the pasgr. The registered capital for preferred shidw@tsare withdrawn upon surrender of ADSs, as apple
will be the U.S. dollar equivalent of the averagiee of preferred shares, as applicable, on a Baazétock exchange on which the greatest numbsuak
preferred shares, as applicable, was sold on thefdaithdrawal. If no preferred shares, as aglile, were sold on such day, the registered capilialefer
to the average price on the Brazilian stock exchamwg&hich the greatest number of preferred shagsapplicable, were sold in the 15 trading ses
immediately preceding such withdrawal. The U.Sladwalue of the preferred shares, as applicabldetermined on the basis of the average rateequn
the Central Bank on such date or, if the average mfigreferred shares is determined under theptaseding sentence, the average of such averagec
rates on the same 15 dates used to determine éhagavprice of the preferred shares.

A non-Brazilian holder of preferred shares may experiethelays in effecting such action, which may delayitences abroad. Such a delay
adversely affect the amount, in U.S. dollars, neeiby the non-Brazilian holder.

Material United States Federal Income Tax Consequees

The following discussion describes the materialteéthiStates federal income tax consequences of gairgd) holding and disposing of our prefe
shares or ADSs. This discussion applies only teefieial owners of ADSs or preferred shares that“ar.S. Holders,"as defined below. This discussio
based on the United States Internal Revenue Cod@8&, hs amended, or the Code, its legislative lyisexisting final, temporary and proposed Trea
Regulations, administrative pronouncements by thitedrStates Internal Revenue Service, or IRS, andigldiecisions, all as currently in effect andat
which are subject to change (possibly on a retioadtasis) and to different interpretations. Thismsary does not describe any state, local or@h-ta
law considerations, or any aspect of U.S. fedexallaw (such as the estate tax, gift tax or the ibdrd tax on net investment income) other thannm
taxation. U.S. Holders should consult their owndexisors regarding these matters.

This discussion does not purport to address altddnGtates federal income tax consequences thabmaglevant to a particular U.S. Holder and
are urged to consult your own tax advisor regardiogr specific tax situation. The discussion agplonly to U.S. Holders who hold preferred sham
ADSs as “capital assets@énerally, property held for investment) under @ade and does not address the tax consequencemsdlyabe relevant
U.S. Holders in special tax situations includiray, éxample:
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e insurance companies;

e tax-exempt organizations;

e broker-dealers;

e traders in securities that elect to mark to market;

e banks or other financial institutions;

e U.S. Holders whose functional currency is not thnitédl States dollar;

e United States expatriates;

e U.S. Holders that hold our preferred shares or ABsSpart of a hedge, straddle, conversion or atlbegrated transaction; or

e U.S. Holders that own, directly, indirectly, or sbructively, 10% or more of the total combined mgtpower, if any, of our voting stock.

Except where specifically described below, thizdssion assumes that we are not a passive foneigstment company, or PFIC, for United St
federal income tax purposes. Please see the disnusnder —Passive foreign investment companystidelow. Further, this discussion does not adi
the alternative minimum tax consequences of holgirderred shares or ADSs or the indirect consecpgeto holders of equity interests in partnersbi
other entities that own our preferred shares or &DI& addition, this discussion does not addiesstate, local and foreign tax consequences dirfgbu

preferred shares or ADSs.

You should consult your own tax advisor regardimg tnited States federal, state, local and forgigome and other tax consequences of purchi
owning and disposing of our preferred shares or &DSyour particular circumstances.

You are a “U.S. Holder” if you are a beneficial avrof preferred shares or ADSs and you are forddnBtates federal income tax purposes:
e anindividual who is a citizen or resident of theited States;

e acorporation, or any other entity taxable as pa@tion, created or organized in or under the lafxthe United States or any state thereof o
District of Columbia;

e an estate the income of which is subject to UnBtades federal income tax regardless of its sowrce;

e atrustif a court within the United States is aole@xercise primary supervision over its admiaishn and one or more United States persons
the authority to control all substantial decisiafidhe trust (or otherwise if the trust has a valiection in effect under current Treasury regale
to be treated as a United States person).

If a partnership (or any other entity taxable gsaetnership for United States federal income tasppses) holds preferred shares or ADSs, the L
States federal income tax treatment of a partnkmgenerally depend upon the status of the parnerupon the activities of the partnership. A mpanshif
that holds our preferred shares or ADSs and parinesuch partnerships should consult their owratisisors regarding the United States federal irectar
consequences of the purchase, ownership and disposi our preferred shares or ADSs.

For United States federal income tax purposes, & MHolder of an ADS will generally be treated as theneficial owner of the preferred shi
represented by the ADS. However, see the disaudmtow under —"Distribution on preferred sharesA®Ss” regarding certain statements made by
United States Treasury concerning depository agaramts.
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Distributions on preferred shares or ADSs

Cash distributions (including amounts withheld tg frazilian withholding taxes and distributions dftional interest payments on shareholder:
equity, but excluding distributions in redemptiditioe preferred shares treated as exchanges @ wadker the Code) made by us to or for the accdua
U.S. Holder with respect to preferred shares or alg8nerally will be taxable to such U.S. Holdeadinary dividend income when such distributio
paid, actually or constructively, out of our cutrem accumulated earnings and profits (as deteminfoe United States federal income tax purpos
Distributions in excess of our current or accurmadagarnings and profits will be treated first asoa-taxable return of capital reducing such U.Sdeios
adjusted tax basis in the preferred shares or AP®y. distribution in excess of such U.S. Holdeadjusted tax basis will be treated as capital gad wil
be long-term capital gain if the U.S. Holder hele: tpreferred shares or ADSs for more than one y@arused below, the term “dividendheans
distribution that constitutes a dividend for Unitgthtes federal income tax purposes.

A U.S. Holder will be entitled, subject to a numioércomplex limitations and conditions (includingrénimum holding period requirement), to clail
United States foreign tax credit in respect of Bngzilian withholding taxes imposed on dividendseieed on preferred shares or ADSs. U.S. Holders
do not elect to claim a foreign tax credit with aedj to any foreign income taxes paid or accrueihduhe taxable year may instead claim a dedugti
respect of such withholding taxes. Dividends neegiwith respect to the preferred shares or ADSisbwitreated as foreign source income, which me
relevant in calculating such U.S. HoldetJnited States foreign tax credit limitation. Fparposes of the United States foreign tax créaitdtion, foreigr
source income is separated into different “basketsd the credit for foreign taxes on income in aagket is limited to the United States federal inede
allocable to such income. Dividends paid with eetpto our preferred shares or ADSs should genecalhstitute “passive category incomi@r mos
U.S. Holders. Holders are urged to consult theeiradvisors regarding the availability of the fgretax credit in their particular circumstanceie TUnitec
States Treasury has expressed concern that intemesdin connection with depository arrangemenéy ipe taking actions that are inconsistent witt
claiming of foreign tax credits by United Statesgoms who are holding depositary shares. Accolglimgvestors should be aware that the discusdimve
regarding the ability to credit Brazilian withholdirtax on dividends and the availability of the regl tax rate for dividends received by certain not
corporate holders described below could be affeojeaictions taken by parties to whom the ADSs eleased and the IRS.

Dividends paid by us generally will not be eligiftar the dividends received deduction availableainithe Code to certain United States corps
shareholders. Subject to the above-mentioned cosdry the United States Treasury and certain exrepfor shortterm and hedged positions, the Un
States dollar amount of dividends received by @etteS. Holders (including individuals) prior tonlaary 1, 2011 with respect to the ADSs will be sabjc
taxation at a maximum rate of 15% if the dividengisresent “qualified dividend incomeDividends paid on the ADSs will be treated as digalidividenc
income if (i) the ADSs are readily tradable on atablished securities market in the United Stabes(a) we were not in the year prior to the yeamihict
the dividend was paid, and are not in the yearhickthe dividend is paid, a PFIC. Our ADSs aretion the New York Stock Exchange, and theretus
ADSs will qualify as readily tradable on an estsibiid securities market in the United States so &mnthey are so listed. However, no assurancede
given that the ADSs will be or will remain readiladable. Subject to the discussion of passiveidorinvestment company rules below, based upc
nature of our current and projected income, assalsactivities, we do not believe the preferredehar the ADSs have been, nor do we expect them
shares of a PFIC for United States federal incom@utaposes.

Based on existing guidance, it is not entirely clehether dividends received with respect to thdepred shares will be treated as qualified dividsg
because the preferred shares are not themselted ¢éim a United States exchange. In additionUhiged States Treasury Department has announc
intention to promulgate rules pursuant to whichdeos of ADSs or preferred stock and intermediatieeugh whom such securities are held wil
permitted to rely on certifications from issuersegtablish that dividends are treated as qualifiedtlends. Because such procedures have not ya
issued, we are not certain that we will be abledmply with them. U.S. Holders of ADSs and preddrishares should consult their own tax adv
regarding the availability of the reduced dividdar rate in the light of their own particular cinatances.
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The amount of any cash distribution paid in Braniliarrency will equal the United States dollar eabd the distribution, calculated by referencehte
exchange rate in effect at the time the distribut®received by thdepositary (in the case of ADSs) or by the U.S.ddolin the case of preferred sh:
held directly by such U.S. Holder), regardless b&ther the payment is in fact converted to U.Sadoht that time. A U.S. Holder should not redagrany
foreign currency gain or loss in respect of suditritiution if such Brazilian currency is convertedoi U.S. dollars on the date received. If the Biaa
currency is not converted into United States dsllan the date of receipt, however, gain or loss imayecognized upon a subsequent sale or
disposition of the Brazilian currency. Such fore@mrency gain or loss, if any, will be United $&source ordinary income or loss.

Because our preferred shares will not be treatégragerred stock’for purposes of Section 305 of the Code, distrimgito U.S. Holders of additior
shares of our “non-preferred stock” or preemptigats relating to such “non-preferred stock” widspect to their preferred shares or ADSs thaira@e a
part of a pro rata distribution to all shareholdersnost instances will not be subject to Unitedt& federal income tax. However, if the holddrA@Ss
are restricted in their ability to participate hetexercise of preemptive rights, the preemptigbtsi may give rise to a deemed distribution to éddf thi
preferred shares under Section 305 of the Code. déeyned distribution will be taxable as a dividémdhe extent of our earnings and profits as disex
above.

Sale or exchange or other taxable disposition oéferred shares or ADSs

Deposits and withdrawals of preferred shares by, Hdiders in exchange for ADSs will not result iretrealization of gain or loss for United Sti
federal income tax purposes.

A U.S. Holder generally will recognize capital gainloss upon the sale, exchange or other taxagpmsition of preferred shares or ADSs measure
the difference between the amount realized andJtl$e Holder's adjusted tax basis in the preferdegras or ADSs. Any gain or loss will be lotagsr
capital gain or loss if the preferred shares or A@ve been held for more than one year. Lleng- capital gains of certain U.S. Holders (inchg
individuals) are eligible for reduced rates of @ditStates federal income taxation. The dedudtitoli capital losses is subject to certain limitag unde
the Code.

If a Brazilian tax is withheld on the sale, exchaog®ther taxable disposition of a preferred stamardDS, the amount realized by a U.S. Holder
include the gross amount of the proceeds of tHat sachange or other taxable disposition befoddgon of the Brazilian tax. Capital gain or lo$sny,
realized by a U.S. Holder on the sale, exchangetiwer taxable disposition of a preferred share DSAgenerally will be treated as United States s
income or loss for United States foreign tax creditposes. Consequently, in the case of a salbaage or other taxable disposition of a prefertete o
ADS that is subject to Brazilian tax imposed ondh@ (or, in the case of a deposit, in exchang@foADS or preferred share, as the case may hdstha
registered pursuant to Resolution No. 2,689, on lwvhiBrazilian capital gains tax is imposed (see ahmder “— Material Brazilian Tax Consideratioas
Taxation of Gains”)the U.S. Holder may not be able to benefit fromftiveign tax credit for that Brazilian tax unlesg t1.S. Holder can apply the cre
against United States federal income tax payabletber income from foreign sources in the apprdgrincome category. Alternatively, the U.S. Ho
may take a deduction for the Brazilian tax if it domt elect to claim a foreign tax credit for anyeign income taxes paid or accrued during thebiaxgear.

Passive foreign investment company rules

In general, a foreign corporation is a PFIC withpeet to a U.S. Holder if, for any taxable year ihieh the U.S. Holder holds stock in the fore
corporation, at least 75% of its gross income issipy& income or at least 50% of the value of itetss(determined on the basis of a quarterly aed
produce passive income or are held for the prodoati passive income. In determining whether &ifpr corporation is a PFIC, a pro rata portion
income and assets of each corporation in whiclvitsy directly or indirectly, at least 25% interésf value) is taken into account. For this purpgsessiv
income generally includes, among other things,ddinds, interest, rents, royalties and gains froendisposition of investment assets (subject toous
exceptions). Based upon the nature of our curneshipaojected income, assets and activities, weaddelieve the preferred shares or ADSs are, nave
expect them to be, shares of a PFIC for United Stigeral income tax purposes. However, the détetion of whether the preferred shares or A
constitute shares of a PFIC is a factual deternunatiade annually and thus may be subject to chaBgeause these determinations are based on the
of our income and assets from time to time, andlirerthe application of complex tax rules, no agsues can be provided that we will not be consitle
PFIC for the current or any past or future tax year.
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If, contrary to the discussion above, we are tekate a PFIC, a U.S. Holder would be subject to spegles (and may be subject to increased U
States federal income tax liability and form filingquirements) with respect to (a) any gain redliae the sale, exchange or other disposition diemex
shares or ADSs and (b) any “excess distributimate by us to the U.S. Holder (generally, any iistion during a taxable year in which distributsaio the
U.S. Holder on the preferred shares or ADSs exd@&d6 of the average annual distributions the U@deét received on the preferred shares or /#
during the preceding three taxable years or, iftehothe U.S. Holdes holding period for the preferred shares or ADSdijder those rules, (a) the gair
excess distribution would be allocated ratably dalerU.S. Holdes holding period for the preferred shares or AQBsthe amount allocated to the tax:
year in which the gain or excess distribution @lized and to taxable years before the first dayvbith we became a PFIC would be taxable as orc
income, (c) the amount allocated to each prior yeavhich we were a PFIC would be subject to Unigtdtes federal income tax at the highest tax n
effect for that year and (d) the interest chargeegally applicable to underpayments of United Stéeleral income tax would be imposed in respetie
tax attributable to each prior year in which we evarPFIC. A U.S. Holder who owns preferred sharesiSs during any taxable year that we are a |
generally must file IRS Form 8621. U.S. Holdersudtlaalso be aware that recently enacted legislatiay broaden the current IRS Form 8621 fi
requirements or impose an additional annual filieguirement for United States persons owning shafresPFIC. The legislation does not describe
information would be required to be included irheit situation, but grants the Secretary of the édhbtates Treasury power to make this determing
U.S. Holders should consult their own tax advisegarding the application of the PFIC rules to owgfgrred shares or ADSs and the application ¢
recently enacted legislation to their particulanation. U.S. Holders should also consult theindax advisors regarding the application of the(Pklles t
our preferred shares and ADSs and the applicafitirearecently enacted legislation to their pattcsituation.

In general, if we are treated as a PFIC, the rudssribed above can be avoided by a U.S. Holderetkats to be subject to a markmarket regime fc
stock in a PFIC. A U.S. Holder may elect markstarket treatment for its preferred shares or Ap8syided the preferred shares or ADSs, for purpof
the PFIC rules, constitute “marketable stock” asnaef in United States Treasury regulations. TheSARvill be “marketable stockor this purpose if the
are regularly traded on the New York Stock Exchamgleer than in de minimis quantities on at ledstays during each calendar quarter. A U.S. H
electing the mark-tonarket regime generally would compute gain or kisthe end of each taxable year as if the prefeshages or ADSs had been sol
fair market value. Any gain recognized by the WH8lder under mark-torarket treatment, or on an actual sale, woulddetéd as ordinary income, and
U.S. Holder would be allowed an ordinary deducfimnany decrease in the value of preferred sharédd&s as of the end of any taxable year, and rig
loss recognized on an actual sale, but only toetttent, in each case, of previously included markiairket income not offset by previously dedu
decreases in value. Any loss on an actual satgaférred shares or ADSs would be a capital logbdoextent in excess of previously included mark-t
market income not offset by previously deductedrel@ges in value. A U.S. Holdsradjusted tax basis in preferred shares or ADSddnmocrease ¢
decrease by gain or loss taken into account uim@emiark-to-market regime. A mark-toarket election is generally irrevocable. If we determined to |
a PFIC, a U.S. Holder may be treated as indiredlglihng any subsidiary of ours that is itself a PRIG{wertier PFIC) and may be subject to the PFIC i
on indirect distributions or sales of the lowir PFIC, even if the U.S. Holder does not receif/éhe proceeds of such distribution or salesaddition, :
mark-to-market election with respect to preferrbdres or ADSs would not apply to any loviier- PFIC, and a U.S. Holder would not be able td&ensucl
a mark-to-market election in respect of its indirewnership interest in that lowéer PFIC. Consequently, the PFIC rules could apply wespect t
income of a lower-tier PFIC, the value of which wabalready have been taken into account indireddymark-tomarket adjustments in respect of prefe
shares or ADSs.

If we are deemed to be a PFIC for a taxable yeaidetids on our ADSs would not be “qualified dividencome”subject to preferential rates of Un
States federal income tax, as described above:-Sdzistributions on preferred shares or ADSs.”

Backup withholding and information reporting

In general, dividends on preferred shares or AR8d, payments of the proceeds of a sale, exchangther disposition of preferred shares or Al
paid within the United States or through certairitéth Stategelated financial intermediaries to a U.S. Holder subject to information reporting and ma
subject to backup withholding of United States fatiéncome tax at a current maximum rate of 28%esmlthe U.S. Holder (i) is @rporation or othe
exempt recipient or (ii) provides an accurate tggpadentification number and certifies that itaid).S. person and that no loss of exemption frookiz
withholding has occurred.
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The amount of any backup withholding tax from armampt to a U.S. Holder will be allowed as a crediiast the U.S. Holdes’United States fede
income tax liability, provided that the requireddmmation is timely furnished to the IRS. You gealgr may obtain a refund of any amounts withheldei
the backup withholding rules that exceed your UhBtates federal income tax liability by timelyirfiy a refund claim with the IRS.

In addition, U.S. Holders should be aware that mdgeenacted legislation imposes new reporting ieguents with respect to the holding of fore
financial assets, including stock of foreign issuéf the aggregate value of all of such asseteenks $50,000. U.S. Holders should consult thein tax
advisors regarding the application of the informatreporting rules to our common shares and théicagipn of the recently enacted legislation toit
particular situation.

Other Brazilian taxes

You should note that any Brazilian IOF/Exchange ©axOF/Bonds tax may not be treated as a creditmioédgn tax for United States federal incc
tax purposes, although you may be entitled to deduch taxes, subject to applicable limitationsearmithe Code. You should consult your tax adv
regarding the United States federal income taxeguesnces of these taxes.

F. Dividends and Paying Agents
Not applicable.

G. Statement by Experts
Not applicable.

H. Documents on Display

We are subject to the informational requirementthefU.S. Securities Exchange Act of 1934, whichl$® known as the Exchange Act. Accordir
we are required to file reports and other informmatvith the Commission, including annual reportd=onrm 20-F and reports on FormK6- You may inspe:
and copy reports and other information to be fikéth the Commission at the public reference faeditmaintained by the Commission at 100 F Street,.)
Washington D.C. 20549 and at the Commisgargional offices at 500 West Madison Street,eS1#00, Chicago lllinois 60661, and 233 Broadway,
York, New York 10279. Copies of the materials mayobtained from the Public Reference Room of the Casion at 450 Fifth Street, N.W., Washing
D.C. 20549 at prescribed rates. The public mayiolméormation on the operation of the Commiss®Rublic Reference Room by calling the Commis
in the United States at 1-800-SB330. In addition, the Commission maintains anrtrgewebsite at http://www.sec.gov, from which yaan electronicall
access the registration statement and its materials

As a foreign private issuer, we are not subjedh&éosame disclosure requirements as a domestiaégiStrant under the Exchange Act. For exar
we are not required to prepare and issue quanteplyrts. However, we furnish our shareholders withual reports containing financial statementsted
by our independent auditors and make availableutcssbareholders quarterly reports containing urteddinancial data for the first three quartersatt
fiscal year. We file quarterly financial statemegentith the Commission within two months of the efdhe first three quarters of our fiscal year, avalfile
annual reports on Form 20-F within the time perieguired by the Commission, which is currently sientins from December 31, the end of our fiscal year

We will send the depositary a copy of all notidesst twe give relating to meetings of our sharehalderto distributions to shareholders or the offg o
rights and a copy of any other report or commuigcathat we make generally available to our shddde. The depositary will make all these noti
reports and communications that it receives fronavalable for inspection by registered holder®\bfSs at its office. The depositary will mail copief
those notices, reports and communications to yaeiisk the depositary to do so and furnish sefficcopies of materials for that purpose.
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We also file financial statements and other pedadports with the CVM located at Rua Sete de Seteniirl, Rio de Janeiro, Rio de Janeiro 2015
900, Brazil.

. Subsidiary Information
Not applicable.
ITEM 11.QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The risk inherent in our market risk sensitive linstents and positions is the potential loss ari$iogh adverse changes to the price of fuel
real/U.S. dollar exchange rate and interest rates. Qompany purchases jet fuel at prevailing marketgs:i but seeks to manage market risk thr
execution of a documented hedging program. The @ampcurs a portion of its costs and operatingeesps in U.S. dollars. The Company has int
rate risk in its floating rate leases and debtgatlons. We have a fleet of 125 aircraft, 86 ofolthwere under operating leases and 39 were uirtndk
leases. However, fixed rate leases are not camsidearket sensitive financial instruments andrefoge, are not included in the interest rate distitgi
analysis below.

Aircraft Fuel

Our results of operations are affected by changehld price of aircraft fuel required to operate aincraft fleet. To manage the price risk, wedizeg
crude oil and heating oil derivative contracts| &lour derivative instruments must be liquid sota allow us to make position adjustments and Ipaioe:
that are widely disclosed. We avoid concentratiboredit risk. All existing contracts settle ommnthly basis. We do not purchase or hold anjvatve
instruments for trading purposes. At December2B10, we had crude oil derivative contracts outditamfor up to 2,109 barrels of oil. The fair valof
such contracts was R$33.2 million. If the pricdudl increased by 10% in relation to the average02frice, based on expected fuel consumption i,
would result in an increase to aircraft fuel exgeabapproximately R$225.8 million in 2010. If thege of fuel decreased by 10% in relation to theray:
2010 price, based on expected fuel consumptio®i®2would result in a decrease to aircraft fuglemse of approximately R$225.8 million in 2010.
acquire substantially all of our fuel and oil frame supplier.

Foreign Currencies

A significant part of our costs and operating exg@) such as aircraft and engine maintenance esnaacraft lease payments and aircraft insur
are denominated in U.S. dollars. To manage exehaaig risk, we enter into derivative contractshwiarious counterparties to protect ourselves aya
possible depreciation or devaluation of thal in relation to the U.S. dollar. At December 3Q1Q, we had outstanding currency futures contratle fai
value of such contracts was R$0.1 million. As asneaof our market risk with respect to our foreigmrency exposure, an increase in aircraft andihe
maintenance expense, aircraft operating lease p#graed aircraft insurance from a hypothetical ¥#preciation of theeal against the U.S. dollar wot
be approximately R$237.0 million. The hypothetic@Pd appreciation of theeal against the U.S. dollar, would result in a deczeak approximatel
R$237.0 million in these expenses.

Interest Rates

Our earnings are affected by changes in interést rdue to the impact those changes have on ihtexpsense from variablete debt instrumen
variable-rate leasing contracts and on interesinm& generated from our cash and shkemd investment balances. At December 31, 20E&eke for 2
aircraft have floatingate rent payments. A hypothetical 10% increasmanket interest rates as of December 31, 2010dva&sgult in an increase on 1
aircraft rental and interest expense by approxim@80.05 million. A hypothetical 10% decrease inrkes interest rates as of December 31, 2010 v
result in a decrease on our aircraft rental aneré@st expense by approximately R$0.05 million. Themeunts are determined by considering the impk
the hypothetical interest rates on our variable-rdebt, variable-rate leasing contracts and caslivagnt and shorterm investment balances
December 31, 2010.
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ITEM 12.DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURITIES

A. American Depositary Shares

In the United States, our preferred shares tradieeriorm of ADS. Since December 2005 each ADSeasgnts one preferred share, issued by The
of New York Mellon, as Depositary pursuant to a BepAgreement. On December 13, 2005, we exeated ADS split, changing to ratio of one A

representing two preferred shares to one ADS reptiegy one preferred share, as approved by a ngeefithe Board of Directors of the Company
November 8, 2005. The ADSs commenced trading @MNtY'SE on June 24, 20(

We do not treat ADR holders as our shareholdersA@i holders have no shareholder rights. Braziliand@verns shareholder rights. The depos
is the holder of the preferred shares underlyiegABSs. Holders of ADRs have ADR holder rights.
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Fees and Expenses
The following table summarizes the fees and exepagable by holders of ADRs:

Persons depositing preferred shares or ADR holc must pay For:
US$5.00 (or less) per 100 ADSs (or portion of 1(0SA) Issuance of ADSs, including issuances resultinghfeodistribution of
preferred shares or rights or other prog
Cancellation of ADSs for the purpose of withdrawatluding if the
deposit agreement terming
US$0.02 (or less) per ADS (to the extent not pridéibby the rules of Any cash distribution to you
any stock exchange on which the ADSs are listedréaling
A fee equivalent to the fee that would be payableseacurities Distribution of securities distributed to holdersdeposited securities
distributed to you had been preferred shares aedsttares had beenwhich are distributed by the depositary to ADR hodde
deposited for issuance of AC

US$0.02 (or less) per ADS per calendar year (to ékient the Depositary servict
depositary has not collected a cash distributiend®$.02 per ADS during
the year
Registration or transfer fe Transfer and registration of preferred shares on praferred shar

register to or from the name of the depositarytoagent when you deposit
or withdraw preferred shar
Expenses of the depositary in converting foreignrrency to
U.S. dollar.
Expenses of the depositary Cable, telex and facsimile transmissions (when esgbyeprovided in
the deposit agreeme
Taxes and other governmental charges the depositatye custodian As necessary
have to pay on any ADR or preferred share underlyangADR, for
example, stock transfer taxes, stamp duty or witlihg taxe:
Any charges incurred by the depositary or its agént servicing the No charges of this type are currently made in trezlian market
deposited securiti

Payment of Taxes

The depositary may deduct the amount of any taweidrom any payments to you. It may also sellodépd securities, by public or private sale
pay any taxes owed. You will remain liable if {m®ceeds of the sale are not sufficient to paydies. If the depositary sells deposited secaritiewill, if
appropriate, reduce the number of ADSs to refleetsale and pay to you any proceeds, or send tarypproperty, remaining after it has paid the saxe

Reimbursement of Fees

The Bank of New York Mellon, as depositary, has adréo reimburse us for expenses we incur that eleged to establishment and mainten:
expenses of the ADS program. The depositary hesedgo reimburse us for oaontinuing annual stock exchange listing fees. dépositary has al
agreed to pay the standard outpoieket maintenance costs for the ADRs, which comdishe expenses of postage and envelopes forngadinnual ar
interim financial reports, printing and distribuwgidividend checks, electronic filing of United ®tsitfederal tax information, mailing required taxnfs
stationery, postage, facsimile, and telephone .cdilas also agreed to reimburse us annuallgéotain investor relationship programs or specigaésto
relations promotional activities. In certain instas, the depositary has agreed to provide addltipalyments to us based on any applicable perfare
indicators relating to the ADR facility. There alimits on the amount of expenses for which the d&poy will reimburse us, but the amount
reimbursement available to the Company is not nacdssied to the amount of fees the depositaryemté from investors.
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The depositary collects its fees for delivery andender of ADSs directly from investors depositsitares or surrendering ADSs for the purpo:
withdrawal or from intermediaries acting for thernihe depositary collects fees for making distribngi to investors by deducting those fees fron
amounts distributed or by selling a portion of disitable property to pay the fees. The depositaay collect its annual fee for depositary servibg
deduction from cash distributions or by directiylibg investors or by charging the boekitry system accounts of participants acting famth The
depositary may generally refuse to provide feeaating services until its fees for those servigespaid.

Reimbursement of Fees Incurred in 2010

From January 1, 2010 until the date of this annefabrt, the Company received from the depositary108%00 for standard out-gbcket maintenan:
costs for the ADRs (consisting of the expenses sfgge and envelopes for mailing annual and intéinancial reports, printing and distributing diviet
checks, electronic filing of U.S. Federal tax imf@tion, mailing required tax forms, stationery, tage, facsimile, and telephone calls), any appla
performance indicators relating to the ADR facilimderwriting fees and legal fees.

PART II
ITEM 13.DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES
None.
ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HOLDERS AND USE OF PROCEEDS
None.
ITEM 15. CONTROLS AND PROCEDURES

Disclosure Controls and Procedure3he Registrant maintains controls and proceddesgyned to ensure that it is able to collect tiiermation it it
required to disclose in the reports it files witle ISEC, and to process, summarize and disclosatbrsation within the time periods specified irethule:
of the SEC. Based on an evaluation of the Regisgraligtlosure controls and procedures as of thektite period covered by this report conductedhs
Registrants management, with the participation of the chiegécaitive and chief financial officers, after evaing together with other members
management the effectiveness of our disclosure@srand procedures (as defined in the U.S. Séesifiixchange Act of 1934 under Rule 13de)) hav
concluded that our disclosure controls and proeguvere not effective, because of the material wesk in internal control over financial repor
described above in the explanatory note, to enthatethe Registrant is able to collect, processdisdose the information it is required to disclasehe
reports it files with the SEC within the requirechd periods.

Based on that evaluation, our chief executive offened chief financial officer concluded that theside and operation of our disclosure controls
procedures are ineffective to ensure that inforomatequired to be disclosed in the reports thafileeand submit under the Exchange Act is (1) rded
processed, summarized and reported within the pieni@ds specified in SEC rules and forms, and (2ected and communicated to management, inclt
our chief executive officer and chief financialioér, to allow timely decisions regarding requidisclosure as of the end of our most recent figeat.
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Management's Report on Internal Control over FinahdReporting Management of the Registrant is responsible $tatdishing and maintainii
effective internal control over financial reportiag defined in Rules 13a-15(f) under the Securiashange Act of 1934. The Registranihternal contre
over financial reporting is designed to providesmreable assurance to the Registentanagement and board of directors regardingréqgapation and fe
presentation of published financial statements. aBse of its inherent limitations, internal contmler financial reporting may not prevent or de
misstatements.

Management assessed the effectiveness of the Regjstinternal control over financial reporting as afd@mber 31, 2010. In making this assessi
management used the criteria set forth by the Cat@endf Sponsoring Organizations of the Treadway Cimsion (COSO) in Internal Controltategrate:
Framework.

A material weakness is a significant deficiencycombination of significant deficiencies, in intatrtontrol over financial reporting, such that #es ¢
reasonable possibility that a material misstateroéttie company's annual or interim financial stegats will not be prevented or detected on a tirbelsis
During managemers’ assessment of the effectiveness of our intemtral over financial reporting for the year end@dcember 31, 2010, a mate
weakness related to revenue recognition of tickétssunder interline agreements has been identifieid material weakness had the potential to ca
material misstatement of our financial statemekiswever, we have already taken the necessary liatiedmeasures to ensure accuracy and effectig
of our monitoring controls over this process anchpketed our corrective measures in April 2011.

Based on the assessment and the control deficidnmyementioned, management has concluded that th@&gnhas not maintained effective inte
control over financial reporting as of December3110.

Attestation Report of the Independent Registeredli®uccounting Firm The effectiveness of internal controls over fiicial reporting as 1
December 31, 2010 has been audited by Deloitte Adiohmatsu Auditores Independentes, or Deloitie independent registered public accounting
who also audited the Company’s consolidated findst&ements. Deloitte’s report on the Comparigiternal controls over financial reporting islirdec
herein.

ITEM 16.[RESERVED]
ITEM 16A. Audit Committee Financial Expert

Our board of directors has determined that Luiz fkeunn, a member of our audit committee, is an “aadmmittee financial expertds defined b
current SEC rules and meets the independence rewrite of the SEC and the NYSE listing standards. aFdiscussion of the role of our audit commi
see “ltem 6C. Board Practices—Audit Committee.”

ITEM 16B. Code of Ethics

Our board of directors has adopted a Code of Etgigdicable to our directors, officers and employeesluding our principal executive officer ¢
principal financial officer. The Code of Ethics dam found at www.voegol.com.br under the headimgébtor Relations.'Information found at this webs
is not incorporated by reference into this document

ITEM 16C. Principal Accountant Fees and Services
The following table sets forth by category of seevihe total fees for services performed by oungipial accountants during the fiscal years e

December 31, 2010 and 2009. Ernst & Young Téweditores Independentes S.S., or E&Y, was our fpadaccountant until March 31, 2009, and Del
was our principal accountant during the fiscal gearded December 31, 2009 and 2010.

200¢ 201C
(in reais)
Audit Fees 1,695,398 2,716,31.
Audit-Related Fee 605,084?) 603,54(
Tax Fees — -
All Other Fees — -
Total 2,300,48. 3,319,85.

(1) Does not include fess of R$537,462 paid to E&lits review of our interim financial statemeats of March 31, 2009.
(2) Does not include R$165,067 paid to E&Y fornvaees in connection with securities offerings.

Audit Fees

Audit fees include the audit of our consolidatedusl financial statements and internal controls, dhdit of our Brazilian GAAP financial stateme
review of our quarterly reports and required statutudits and regulatory filings such as Bogmulario de Referéncia

Audit-Related Fees

Audit-related fees include fees for the preparation asdaince of comfort letters in connection with amisr notes offering and attest service relat
sustainability.
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In 2009, audit-related fees for services perforime&&Y amounted to R$165,067 and for services paréat by Deloitte amounted to R$605,089.

In 2010, audit-related fees for services perforimg@eloitte amounted to R$603,540.
Tax Fees

There were no tax advisory services provided byitelin 2009 and 2010.
All Other Fees

There were no other fees for services performeDdipitte during the fiscal years ended Decembe2809 and 2010.
Pre-Approval Policies and Procedures

Our audit committee approves all audit, audiated services, tax services and other servigasded by Deloitte or E&Y. Any services providesgl
Deloitte or E&Y that are not specifically includedthin the scope of the audit must be pmproved by the audit committee in advance of ailgagement
Pursuant to Rule 2-01 of Regulation S-X, audit cornteed are permitted to approve certain fees fortaaldited services, tax services and other set
pursuant to ale minimisexception prior to the completion of an audit egggaent. In 2010 and 2009, none of the fees paid&¥ and Deloitte wer
approved pursuant to tlie minimisexception.
ITEM 16D. Exemptions from the Listing Standards for Audit Committees

None.
ITEM 16E. Purchases of Equity Securities by the Issuend Affiliated Purchasers

None
ITEM 16F. Change in Registrant’s Certifying Accountant

None
ITEM 16G. Corporate Governance
Significant Differences between our Corporate Goverance Practices and NYSE Corporate Governance Stanas

We are subject to the NYSE corporate governantiadistandards. As a foreign private issuer, taadards applicable to us are considerably dift
than the standards applied to U.S. listed companiksier the NYSE rules, we are required only (@} have an audit committee or audit board, pursta
an applicable exemption available to foreign peviasuers, that meets certain requirements, asssied below, (b) provide prompt certification by ohief
executive officer of any material naompliance with any corporate governance rules, @hgrovide a brief description of the significadifference
between our corporate governance practices anMYt&E corporate governance practice required tooblevied by U.S. listed companies. The discus
of the significant differences between our corpmgdvernance practices and those required of I$t8dlcompanies follows below.

Majority of Independent Directors

The NYSE rules require that a majority of the boamgist consist of independent directors. Indepecelém defined by various criteria, including
absence of a material relationship between thectdireand the listed company. Brazilian law does lmte a similar requirement. Under Brazilian
neither our board of directors nor our managememequired to test the independence of directofsrdeheir election to the board. However, bote
Brazilian Corporation law and the CVM have establishel@s that require directors to meet certain djgation requirements and that address
compensation and duties and responsibilities ofyels as the restrictions applicable to, a comparerecutive officers and directors. While our clioes
meet the qualification requirements of the Brazikaarporation law and the CVM, we do not believe thahajority of our directors would be conside
independent under the NYSE test for director indepace. The Brazilian Corporation law requires thatdirectors be elected by our shareholders
general shareholders’ meeting. All of our direstare elected by our controlling shareholder anel df our directors represent our controlling shaléer.
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Executive Sessions

NYSE rules require that the nananagement directors must meet at regularly schddatecutive sessions without management pre3éw.Braziliar
Corporation law does not have a similar provisidecording to the Brazilian Corporation law, up to g¢ha&d of the members of the board of directors
be elected from management. Constantino de Olivkitaour president and chief executive officeraimmember of our board of directors. There i
requirement that non-management directors meetadgwithout management. As a result, the momragement directors on our board do not typi
meet in executive session.

Fiscal Committee

Under the Brazilian corporation law, t@®nselho Fiscalor fiscal committee, is a corporate body indegenadf management and a compangkterne
auditors. The fiscal committee may be either pe&ena or norpermanent, in which case it is appointed by theedt@ders to act during a specific fis
year. A fiscal committee is not equivalent to,comparable with, a U.S. audit committee. The primrasponsibility of the fiscal committee is to iew
management’s activities and a company’s finand&ksents, and to report its findings to a compasitareholders. The Brazilian corporation law nexy
fiscal committee members to receive as remuneratideast 10% of the average annual amount pa&l companys executive officers. The Brazili
corporation law requires a fiscal committee to bmposed of a minimum of three and a maximum of fin@mbers and their respective alternates.

Under the Brazilian corporation law, the fiscal coittee may not contain members that (i) are on caard of directors, (ii) are on the boarc
executive officers, (iii) are employed by us or @ntrolled company, or (iv) are spouses or relatoEsny member of our management, up to the
degree. Our by-laws provide for a non-permanestiaficommittee to be elected only by our sharehgldequest at a general shareholdenseting. Th
fiscal committee, when elected, will be compriséa aninimum of three and a maximum of five membemgl an equal humber of alternate member
2010, our shareholders did not request the elecfiaffiscal committee.

Audit Committee

NYSE rules require that listed companies have afitaommittee that (i) is composed of a minimumtiofee independent directors who are
financially literate, (ii) meets the SEC rules retiag audit committees for listed companies, (idshat least one member who has accounting or fia
management expertise and (iv) is governed by aemritharter addressing the commitseequired purpose and detailing its required nesibdities.
However, as a foreign private issuer, we need tmlgomply with the requirement that the audit cotit@ei meet the SEC rules regarding audit comm
for listed companies to the extent compatible vBitazilian corporation law. Our audit committee, efhiis not equivalent to, or comparable witl
U.S. audit committee, provides assistance to oardof directors on matters involving accountingeinal controls, financial reporting and complier
The audit committee recommends the appointmenupfralependent auditors to our board of directord eviews the compensation of our indeper
auditors and helps coordinate their activitiesal$b evaluates the effectiveness of our interinahtial and legal compliance controls. The aadihmittet
comprises three members elected by the board eftdiis for a one-year term with the right toeteetion, all three of which are independent. Theen
members of our audit committee are Alvaro de SoAn#nio Kandir and Luiz Kaufmann. All members rte independent membership requiremer
the SEC and NYSE as well as other NYSE requiremdniiz Kaufmann is the committee’s “financial exgjewithin the scope of the SEC rules covering
disclosure of financial experts on audit committieegeriodic filings pursuant to the U.S. Secustiexchange Act of 1934.

Nomination/Corporate Governance and Compensation Comteas

NYSE rules require that listed companies have aimating/corporate governance committee and a cosgiiem committee composed entirely
independent directors and governed by a writtemtehaddressing the committserequired purpose and detailing its required nesibdities. Require
responsibilities for the nominating/corporate gmagrce committee include, among other things, ifléng and selecting qualified board member nomi
and developing a set of corporate governance pieeapplicable to the company. Required respditibifor the compensation committee include, ag
other things, reviewing corporate goals relevarheochief executive officer's compensation, eviahgathe chief executive offices’performance, approvi
the chief executive officer's compensation levelsl aecommending to the board non-chief executifizesf compensation, incentivempensation al
equity-based plans.
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We are not required under applicable Brazilian lawh&ve a nomination/corporate governance commdteeompensation committee. Under
Brazilian Corporation law, the total amount availabde compensation of our directors and executiviicefs and for profisharing payments to ¢
executive officers is established by our sharehsldé the annual general meeting. The board ettiirs is then responsible for determining theviioldial
compensation and profiharing of each executive officer, as well as trpensation of our board and committee membersnaking such determinatiol
the board reviews the performance of the execuffieers, including the performance of our chiekeutive officer, who typically excuses himself fr
discussions regarding his performance and compensat

Our human resources and corporate governance cteenist responsible for the coordination, implemimtaand periodic review of best corpol
governance practices and for monitoring and keepimg board of directors informed of legislation amérket recommendations addressing corp
governance. It also reviews and recommends tdoard of directors human resources policies, fasfinsompensation, including salary, bonus and ¢
options, to be paid to our employees, as well atyaing managemerst’career and succession plans. The committeestemdiup to five members elec
by our board of directors for a one-year term, witl right to reelection, comprising the chairman of the board iofalors, one member of the boarc
directors, two outside specialists and the manageraed human resources officer. The human resswrnd corporate governance committee curr
consists of Henrique Constantino, a member of oardof directors, Betania Tanure de Barros, Alvar&deza, Paulo César Aragéo and Ricardo Khauaj

Shareholder Approval of Equity Compensation Plans

NYSE rules require that shareholders be given fh@odunity to vote on all equity compensation plamsl material revisions thereto, with limi
exceptions. Under the Brazilian Corporation lawyehalders must approve all stock option plansaddition, any issuance of new shares that exceen
authorized share capital is subject to shareh@gproval.

Corporate Governance Guidelines

NYSE rules require that listed companies adoptdiadiose corporate governance guidelines. We havedopted any formal corporate governi
guidelines beyond those required by applicable Baeazlaw. We have adopted and observe a disclgsoliey, which requires the public disclosure d
relevant information pursuant to guidelines sethifdsy the CVM, as well as an insider trading polieshich, among other things, establishes blaak-
periods and requires insiders to inform managermgall transactions involving our securities.

Code of Business Conduct and Ethics

NYSE rules require that listed companies adoptdiadose a code of business conduct and ethicdiffectors, officers and employees, and pron
disclose any waivers of the code for directorsxarcetive officers. Applicable Brazilian law doedt ih@ave a similar requirement. We have adopted &
of Ethics and Conduct applicable to our officersectiors and employees worldwide, including at thiesiary level. We believe this code addresse
matters required to be addressed pursuant to ti&ENYles. For a further discussion of our Codethfdg and Conduct, see “ltem 16B. Code of Ethics.”

Internal Audit Function

NYSE rules require that listed companies maintaitinternal audit function to provide management #raaudit committee with ongoing assessn
of the companys risk management processes and system of inteonéol. Our internal audit and compliance departtnwas created in 2004 under
supervision of our chiefinancial officer and our audit committee and ispensible for our compliance with the requiremenitsSection 404 of tt
U.S. Sarbanes Oxley Act of 2002 regarding intemitrol over financial reporting. The internal &uahd compliance department reports to our «
executive officer and the audit committee.
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PART IlI

ITEM 17.FINANCIAL STATEMENTS

See “Iltem 18. Financial Statements.”

ITEM 18.FINANCIAL STATEMENTS

See our consolidated financial statements beginmmnBage F-1.

ITEM 19.EXHIBITS
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By-laws of the Registrant (English translation), inargied herein by reference from our Annual ReporEom 2(-F for the year ende
December 31, 2010, as filed on April 8, 2(

Form of Deposit Agreement among the Registrant, Bask of New York Mellon, as depositary, and the Hofdfrom time to time ¢
American Depositary Shares issued thereunder,dimduthe form of American Depositary Receipts, ipavated herein by reference from
our Registration Statement on Forr-1, filed June 1, 2004, as amended on June 17, 20@4dune 23, 2004, File No. 116054

List of Subsidiaries, incorporated herein by refieeefrom our Annual Report on Form-F for the year ended December 31, 2010, as file
April 8, 2011

Agreement, dated as of April 12, 2007, betweenRbgistrant and Petrobras Distribuidora S.A., ingigdAmendments 1 and 2 thereto,
incorporated herein by reference from our Annuald®epn Form 2-F for the year ended December 31, 2010, as fileflprii 8, 2011
Navitaire Hosted Services Agreement, dated Mayd042between Navitaire Inc. and Gol TransporteeAgI1S.A., including amendments 1
through 7 thereto, incorporated herein by referdrma our Annual Report on Form 20-F for the yeadeshDecember 31, 2006, as filed on
February 28, 200

Amendment No. 8 to Navitaire Hosted Services Agmemndated as of June 11, 2007, between Navitagednd Gol Transportes Aéreos
S.A,, incorporated herein by reference from our dairReport on Form 20-F for the year ended Dece®beR007, as filed on April 22,
2008

Amendment No. 9 to Navitaire Hosted Services Agrenadated as of August 20, 2007, between Navitageand Gol Transportes Aéreos
S.A,, incorporated herein by reference from our dairReport on Form 20-F for the year ended Dece®beP007, as filed on April 22,
2008

Amendment No. 10 to Navitaire Hosted Services Agraet dated as of August 27, 2007, between Navitageand Gol Transportes Aéreos
S.A,, incorporated herein by reference from our dairReport on Form 20-F for the year ended Dece®beR007, as filed on April 22,
2008

Amendment No. 11 to Navitaire Hosted Services Agrexa dated as of April 24, 2008, between Navithie and Gol Transportes Aéreos
S.A,, incorporated herein by reference from our dairReport on Form :-F for the year ended December 31, 2008, as filellay 8, 200¢
Amendment No. 12 to Navitaire Hosted Services Agrexa dated as of April 24, 2008, between Navithie and Gol Transportes Aéreos
S.A,, incorporated herein by reference from our dairReport on Form :-F for the year ended December 31, 2008, as filellay 8, 200¢
Amendment No. 13 to Navitaire Hosted Services Agret dated as of May 5, 2008, between Navitaire dmcl Gol Transportes Aéreos
S.A,, incorporated herein by reference from our dairReport on Form :-F for the year ended December 31, 2008, as filellay 8, 200¢
Amendment No. 14 to Navitaire Hosted Services Agrest dated as of October 1, 2008, between Navitageand VRG Linhas Aéreas
S.A., as successor of Gol Transportes Aéreos Biéorporated herein by reference from our Annuald®epn Form 20-F for the year ended
December 31, 2008, as filed on May 8, 2!

Amendment No. 15 to Navitaire Hosted Services Agrart dated as of October 1, 2008, between Navitageand VRG Linhas Aéreas
S.A., as successor of Gol Transportes Aéreos Bi¢arporated herein by reference from our Annuald®epn Form 20-F for the year ended
December 31, 2008, as filed on May 8, 2!

Amendment No. 16 to Navitaire Hosted Services Agrest dated as of October 1, 2009, between Navitageand VRG Linhas Aéreas
S.A., as successor of Gol Transportes Aéreos 8ddrporated herein by reference from our Annual Remo Form 20-F for the year ended
December 31, 2009, as filed on March 31, 2

Amendment No. 17 to Navitaire Hosted Services Agm@ dated as of February 1, 2010, between Nawitat. and VRG Linhas Aéreas
S.A., as successor of Gol Transportes Aéreos Sodyporated herein by reference from our Annual Remo Form 20-F for the year ended
December 31, 2009, as filed on March 31, 2(

Amendment No. 18 to Navitaire Hosted Services Agreret dated as of March 15, 2010, between Navitaice and VRG Linhas Aéreas
S.A., as successor of Gol Transportes Aéreos 8ddrporated herein by reference from our Annual Remo Form 20-F for the year ended
December 31, 2010, as filed on April 8, 20

Amendment No. 19 to Navitaire Hosted Services Agrexet dated as of June 25, 2010, between Navitaireand VRG Linhas Aéreas S.,
as successor of Gol Transportes Aéreos S.A, incatgw herein by reference from our Annual Report~orm 20-F for the year ended
December 31, 2010, as filed on April 8, 2(

Amendment No. 20 to Navitaire Hosted Services Agie dated as of November 1, 2010, between Nawitag. and VRG Linhas Aére
S.A., as successor of Gol Transportes Aéreos 8ddrporated herein by reference from our Annual Remo Form 20-F for the year ended
December 31, 2010, as filed on April 8, 2(

Aircraft Purchase Agreement, dated as of May 1042@etween Gol Transportes Aéreos S.A. and The Bd@ampany, incorporated here
by reference from our Registration Statement on Herin filed June 1, 2004, as amended on June D24 @Ad June 23, 2004, File No. 333-
116054

Supplemental Aircraft Purchase Agreement No. 1ddateof July 16, 2004 between Gol Transportes A28A. and The Boeing Company,
incorporated herein by reference from our Registratatement on Form F-1, filed March 28, 2004amended on April 11, 2005 and
April 26, 2005, File No. 33-123625

Supplemental Aircraft Purchase Agreement No 2 datedf January 20, 2005 between Gol Transportego&éE.A. and The Boeing
Company, incorporated herein by reference from owgidation Statement on Form F-1, filed March 2802 as amended on April 11,
2005 and April 26, 2005, File No. 3-123625

Supplemental Aircraft Purchase Agreement No. 3 dlae of January 7, 2005 between Gol Transportego&é6.A. and The Boeing
Company, incorporated herein by reference from owgidRmtion Statement on Form F-1, filed March 28042, as amended on April 11,
2005 and April 26, 2005, File No. 3-123625

Supplemental Aircraft Purchase Agreement No. 4 dlae of March 24, 2004 between Gol Transportes ¢I®.A. and The Boeing
Company, incorporated herein by reference from owgidRation Statement on Form F-1, filed March 2802 as amended on April 11,
2005 and April 26, 2005, File No. 3-123625

Supplemental Agreement No. 5 dated July 25, 200Burchase Agreement dated as of May 17, 2004 bat@eé Transportes Aéreos S.A.
and The Boeing Company, incorporated herein by referérom our Annual Report on Form 20-F for the ymated December 31, 2005, as
filed on March 20, 2006 and as amended on May @6.

Supplemental Agreement No. 6 dated August 26, 200Burchase Agreement dated as of May 17, 2004eeetvGol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for ykar ended December 31,
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2005, as filed on March 20, 2006 and as amendeédayn2, 200¢€

Supplemental Agreement No. 7 dated October 18, 200®urchase Agreement dated as of May 17, 2004elet Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for yhar ended December 31,
2005, as filed on March 20, 2006 and as amendedayn2, 200€

Supplemental Agreement No. 8 dated February 19 20@Purchase Agreement dated as of May 17, 20tWeka Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for ykar ended December 31,
2005, as filed on March 20, 2006 and as amendeédayn2, 200€

Supplemental Agreement No. 9 dated March 6, 20@@utchase Agreement dated as of May 17, 2004 bet@eé Transportes Aéreos S.A.
and The Boeing Company, incorporated herein by referérom our Annual Report on Form 20-F for the ymated December 31, 2005, as
filed on March 20, 2006 and as amended on May @6.

Supplemental Agreement No. 10 dated October 19 20®urchase Agreement dated as of May 17, 20@eke Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for ykar ended December 31,
2006, as filed on February 28, 2C

Supplemental Agreement No. 11 dated October 246 200Purchase Agreement dated as of May 17, 20@4elbe Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for yhar ended December 31,
2006, as filed on February 28, 2C

Supplemental Agreement No. 12 dated February 87 2@Purchase Agreement dated as of May 17, 20tWeka Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for ykar ended December 31,
2007, as filed on April 22, 20C

Supplemental Agreement No. 13 dated December 107, RDPurchase Agreement dated as of May 17, 26fWeen Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for yhar ended December 31,
2007, as filed on April 22, 20C

Supplemental Agreement No. 14 dated September@®@8 ® Purchase Agreement dated as of May 17, B8tWeen Gol Transportes Aére
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for ykear ended December 31,
2008, as filed on May 8, 20(

Supplemental Agreement No. 15 dated April 30, 2@0Burchase Agreement dated as of May 17, 2004eleetvol Transportes Aéreos S
and The Boeing Company, incorporated herein by referérom our Annual Report on Form 20-F for the ymaded December 31, 2009, as
filed on March 31, 201

Supplemental Agreement No. 16 dated Septemberd®8 ® Purchase Agreement dated as of May 17, B8tWeen Gol Transportes Aére
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for ykar ended December 31,
2009, as filed on March 31, 201

Supplemental Agreement No. 17 dated October 289 200 urchase Agreement dated as of May 17, 20@eke Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for ykar ended December 31,
20009, as filed on March 31, 201

Supplemental Agreement No. 18 dated October 289 200Purchase Agreement dated as of May 17, 20@4elbe Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for yhar ended December 31,
2010, as filed on April 8, 201

Supplemental Agreement No. 19 dated October 289 20®urchase Agreement dated as of May 17, 20@eke Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for ykar ended December 31,
2010, as filed on April 8, 201

Supplemental Agreement No. 20 dated October 289 200Purchase Agreement dated as of May 17, 20@4delbe Gol Transportes Aéreos
S.A. and The Boeing Company, incorporated hereineligrence from our Annual Report on Form 20-F for yhar ended December 31,
2010, as filed on April 8, 201

Rule 13i-14(a)/15+14(a) Certification of Chief Executive Offic

Rule 13-14(a)/15-14(a) Certification of Chief Financial Offic

Section 1350 Certification of Chief Executive Offic

Section 1350 Certification of Chief Financial Offi¢

Consent of Deloitte Touche Tohmatsu Auditores Indepates.

Filed herewitt
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SIGNATURE

The Company hereby certifies that it meets all efrggquirements for filing on Form Z0and that it has duly caused and authorized thersigned to sic
this Amendment No. 2 to its Annual Report on ForrrF2dn its behalf.

GOL LINHAS AEREAS INTELIGENTES S.A.

By: /s CONSTANTINO DE OLIVEIRA JUNIOR
Name Constantino de Oliveira Junior
Title: President and Chief Executive Officer

GOL LINHAS AEREAS INTELIGENTES S.A.

By: /s/ LEONARDO PORCIUNCULA GOMES PEREIRA
Name Leonardo Porcitincula Gomes Pereira
Title: Executive Vice President, Chief Finandiand Investor Relations Officer

Dated: April 11, 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

To the Board of Directors and Shareholders of

Gol Linhas Aéreas Inteligentes S.A.

Séo Paule SP, Brazil

We have audited the accompanying consolidatednséattes of financial position of Gol Linhas Aéreaseligentes S.A. ar
subsidiaries (the “Company”as of December 31, 2010 and 2009, and the relabedotidated statements of operati
comprehensive income, shareholdexguity and cash flows for each of the two yearshim period ended December 31, 2
These financial statements are the responsibifitthe Companys Management. Our responsibility is to express @inien or
these consolidated financial statements based oauulits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighamo(United States) -
PCAOB. Those standards require that we plan arfdpethe audit to obtain reasonable assurance atloether the consolidat
financial statements are free of material misstat®@mAn audit includes examining, on a test basisgdence supporting t
amounts and disclosures in the consolidated fimhrstatements. An audit also includes assessingdbeunting principles us
and significant estimates made by Management, #sawevaluating the overall financial statemergsentation. We believe tl
our audit provides a reasonable basis for our opini

In our opinion, such consolidated financial statetagresent fairly, in all material respects, timaricial position of Gol Linh:
Aéreas Inteligentes S.A. and subsidiaries as oeBbber 31, 2010 and 2009, and the consolidatedtsesiutheir operations a
their consolidated cash flows for each of the twarg in the period ended December 31, 2010, inocanitly with Internationz
Financial Reporting Standards - IFRS as issuedh®yrtternational Accounting Standards Board - IASB.

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Boédnited States) -
PCAOB, the Company' internal control over financial reporting as aédember 31, 2010, based on the criteria establisi
Internal Control - Integrated Framework issued by Committee of Sponsoring Organizations of theadwey Commission -
COSO, and our report, dated April 8, 2011, Apri2B12 as to the effects of the material weaknessrited in Managemen
Report on Internal Control over Financial Reportagyrevised, expressed an adverse opinion ondhganys internal contre
over financial reporting because of a material wesk.

DELOITTE TOUCHE TOHMATSU
Auditores Independentes
Séo Paulo, Brazil
April 8, 2011
F-1
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM

To the Board of Directors and Shareholders of

Gol Linhas Aéreas Inteligentes S.A.

Séo Paule SP, Brazil

We have audited the internal control over finanaigborting of Gol Linhas Aéreas Inteligentes S.Ad ssubsidiaries (tt
“Company”) as of December 31, 2010, based on @itestablished in Internal Controlintegrated Framework issued by
Committee of Sponsoring Organizations of the Tread@ommission - COSO. The CompasiWwlanagement is responsible
maintaining effective internal control over finaalcreporting and for its assessment of the effeatss of internal control oy
financial reporting included in the accompanying ndgemens Report on Internal Control over Financial Repayti Ou
responsibility is to express an opinion on the Canys internal control over financial reporting bdson our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversight ilo@Jnited States)
PCAOB. Those standards require that we plan arfdnpethe audit to obtain reasonable assurance aftioether effective intern
control over financial reporting was maintainecalnmaterial respects. Our audit included: obtairém understanding of inter
control over financial reporting, assessing thk tigat a material weakness exists, testing ancuatia the design and operai
effectiveness of internal control based on thesssskrisk, and performing such other proceduregeasonsidered necessary in
circumstances. We believe that our audit providesaaonable basis for our opinion.

A company’s internal control over financial repodiis a process designed by, or under the supenvidi the companyg' principa
executive and principal financial officers, or pmrs performing similar functions, and effected b tcompanys Board ©
Directors, Management, and other personnel to geokeasonable assurance regarding the reliabfliiywancial reporting and tt
preparation of financial statements for externappges in accordance with International Financegpdtting StandardsIFRS. A
companys internal control over financial reporting incldose policies and procedures that: (1) pertaithé maintenance
records that, in reasonable detail, accurately faity reflect the transactions and dispositionstioé assets of the compa
(2) provide reasonable assurance that transactiomsecorded as necessary to permit preparatiofinaficial statements
accordance with International Financial Reportingn8ards {FRS, and that receipts and expenditures of thepeomy are beir
made only in accordance with authorizations of ngan@ent and directors of the company; and (3) peovahsonable assura
regarding prevention or timely detection of unauttex acquisition, use or disposition of the comparassets that could hav
material effect on the financial statements.
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Because of the inherent limitations of internal tconover financial reporting, including the poditp of collusion or imprope
management override of controls, material misstatésdue to error or fraud may not be preventedetected on a timely bas
Also, projections of any evaluation of the effeetiess of the internal control over financial reipgrto future periods are subj
to the risk that the controls may become inadegbatause of changes in conditions, or that theedegf compliance with tl
policies or procedures may deteriorate.

A material weakness is a deficiency, or a combamatif deficiencies, in internal control over finalaeporting, such that there
a reasonable possibility that a material misstatgrobthe Company annual or interim financial statements will netgrevente
or detected on a timely basis. A material weaknelsdéed to revenue recognition of ticket sales umuterline agreements has b
identified and included in Managementdssessment. This material weakness was considedetermining the nature, timing, ¢
extent of audit tests applied in our audit of tbaesolidated financial statements as of and foryda ended December 31, 201
the Company and this report does not affect ousrtem such financial statements.

In our opinion, because of the effect of the matesieakness identified above on the achievemettiebbjectives of the cont
criteria, the Company has not maintained effedtinernal control over financial reporting as of Baetber 31, 2010, based on
criteria established in Internal Controlintegrated Framework issued by the Committee ofnSpong Organizations of t
Treadway Commission - COSO.

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Boédnited States)
PCAOB, the consolidated statement of financial fpmsiof the Company as of December 31, 2010, atated consolidate
statements of operations, comprehensive incomeglsblalers’equity and cash flows for the year then ended. i®port, date
April 8, 2011, expressed an unqualified opiniortlowse consolidated financial statements.

DELOITTE TOUCHE TOHMATSU

Auditores Independentes

Séo Paulo, Brazil

April 8, 2011 (April 9, 2012 as to the effects bEtmaterial weakness described in Managemdrport on Internal Control o
Financial Reporting as revised)
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‘ | THATILE &l ErnsT & YOUNG TERCO

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Gol Linhas Aéreas Inteligentes S.A.

We have audited the accompanying consolidatednseates of operations, comprehensive loss, changsisareholdersequity and cash flows of Gol Lint
Aéreas Inteligentes S.A. for the year ended Decerlie 2008. These financial statements are theoresipility of the Companyg management. C
responsibility is to express an opinion on thesarftial statements based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting Oversight Bdahdited States). Those standards require
we plan and perform the audit to obtain reasonasdeirance about whether the financial statemeatee of material misstatement. An audit alsoudel
examining, on a test basis, evidence supportingatheunts and disclosures in the financial statespeagsessing the accounting principles usec
significant estimates made by management, and a&tuaduthe overall financial statement presentatife. believe that our audit provides a reasonalsés
for our opinion.

In our opinion, the financial statements referredabove present fairly, in all material respedi® tonsolidated results of their operations, charig
shareholdersequity and cash flows for the year ended DecemteRB08, in conformity with International FinancReporting Standards, issued by
International Accounting Standards Board.

ERNST & YOUNG TERCO
Auditores Independentes S.S.
CRC-2SP015199/0-1

Sao Paulo, Brazil
May 4, 2009
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GOL LINHAS AEREAS INTELIGENTES S.A.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION AS OFIBCEMBER 31, 2010 AND 2009
(In thousands of Brazilian Reais)

Note 12/31/10 12/31/09
ASSETS
Current assets
Cash and cash equivalents 3 1,955,858 1,382,408
Restricted cash 4 - 18,820
Short-term investments 5 22,606 40,444
Trade and other receivables 6 303,054 519,308
Inventories 7 170,990 137,959
Recoverable taxes 8 88,143 86,125
Prepaid expenses 9 123,003 124,728
Deposits 10 - 50,429
Other current assets 41,198 42,983
2,704,852 2,403,204
Non-current assets
Deposits 10 715,377 805,140
Prepaid expenses 9 54,201 63,574
Restricted cash 4 34,500 7,264
Deferred income tax 8 817,545 866,136
Other non-current assets 9,227 17,304
Property, plant and equipment 13 3,460,968 3,325,713
Intangible assets 14 1,267,177 1,231,785
6,358,995 6,316,916
Total assets 9,063,847 8,720,120

The accompanying notes are an integral part oethessolidated financial statements.
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GOL LINHAS AEREAS INTELIGENTES S.A.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION AS OFIBCEMBER 31, 2010 AND 2009
(In thousands of Brazilian Reais)

Note 12/31/10 12/31/09
LIABILITIES
Current liabilities
Short-term debt 15 346,008 591,695
Accounts payable 215,792 362,382
Salaries, wages and benefits 205,993 233,162
Tax obligations 19 58,197 57,277
Sales taxes and landing fees 85,140 76,331
Advance ticket sales 16 517,006 561,347
Dividends payable 21 51,450 186,416
Smiles deferred revenue 17 26,200 92,541
Advances from customers 18 24,581 126,059
Provisions 20 55,967 66,259
Other current liabilities 73,530 85,789
1,659,864 2,439,258
Non-current liabilities
Long-term debt 15 3,395,080 2,542,167
Deferred taxes 8 642,185 562,303
Provisions 20 88,911 76,834
Smiles deferred revenue 17 181,456 221,414
Advances from customers 18 33,262 64,087
Tax obligations 19 99,715 88,642
Other non-current liabilities 34,205 115,429
4,474,814 3,670,876
Shareholders' equity 21
Issued capital 2,183,133 2,062,272
Capital reserves 60,263 60,263
Retained earnings 642,860 596,627
Share-based payment 43,727 18,984
Treasury shares (11,887) (11,887)
Other comprehensive income 11,073 818
Accumulated losses - (117,091)
2,929,169 2,609,986
Total shareholders' equity and liabilities 9,063,847 8,720,120

The accompanying notes are an integral part oethessolidated financial statements.
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GOL LINHAS AEREAS INTELIGENTES S.A.

CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008
(In thousands of Brazilian Reais, except amountsipare)

Note 2010 2009 2008
Operating revenues
Passenger 6,277,657 5,306,530 5,890,104
Cargo and other 701,790 718,852 516,089
Total operating revenues 23 6,979,447 6,025,382 6,406,193
Operating expenses
Salaries (1,252,402) (1,100,953) (983,783)
Aircraft fuel (2,287,410) (1,813,104) (2,630,834)
Aircraft rent (555,645) (650,683) (645,089)
Sales and marketing (367,757) (364,551) (588,735)
Landing fees (331,883) (312,637) (338,370)
Aircraft and traffic servicing (427,853) (381,721) (422,177)
Maintenance materials and repairs (422,950) (417,212) (388,030)
Depreciation and amortization (281,604) (142,853) (125,127)
Other operating expenses (354,148) (428,376) (372,696)
Total operating expenses (6,281,652) (5,612,090) (6,494,841)
Operating income before financial income (expenses) 697,795 413,292 (88,648)
Finance income (expenses)
Interest on loans (297,256) (275,466) (269,278)
Short term investments 44,330 10,423 78,349
Net results from financial derivatives instrungent (117,022) (80,332) (146,591)
Exchange variation, net 46,549 708,240 (757,526)
Other 12,100 (20,021) (11,348)
(311,299) 342,844 (1,106,394)
Income (loss) before income taxes 386,496 756,136 (1,195,042)
Income taxes
Current (53,855) (609) (57,338)
Deferred (118,444) 135,305 13,033
8 (172,299) 134,696 (44,305)
Net income (loss) for the year 214,197 890,832 (1,239,347)
Adjusted weighted-average shares 268,954 227,472 201,193
Basic earnings (loss) per share 12 0.798 3.916 (6.160)
Diluted earnings (loss) per share 12 0.796 3.914 (6.160)

The accompanying notes are an integral part obtheasolidated financial statements.
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GOL LINHAS AEREAS INTELIGENTES S.A.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008

(In thousands of Brazilian Reais)

Income (loss) for the year

Other comprehensive income (loss)
Available for sale financial assets
Cash flow hedges

Income tax

Total comprehensive income (lossjor the year

Transactions shown in comprehensive income (lasshe years ended on December 31, 2010, 2009@0®I&e provided below:

Balance on December 31, 2007

Realized losses from financial instruments tramsfeto the income
Fair value variation

Balance on December 31, 2008
Realized losses from financial instrumentagfarred to the income
Fair value variation

Balance on December 31, 2009
Realized losses (gains) from financial instrumératasferred to the
income
Fair value variation

Balance on December 31, 2010

The accompanying notes are an integral part okthessolidated financial statements.

Financial assets

2010 2009 2008
214,19 890,832 (1,239,347)
(2,497 4,137 10,727
18,03t 19,779 (30,523)
(5,283 (6,725) 10,378
10,25¢ 17,191 (9,418)
224,45, 908,023 (1,248,765)
Total
comprehensive

available for sale Cash flow hedges Income tax income (loss)

(6,726) (346) 117 (6,955)
- 2,575 - 2,575
10,727 (33,098) 10,378 (11,993)
4,001 (30,869) 10,495 (16,373)
7 98,576 - 98,583
(1,873) (69,702) (9,817) (81,392)
2,135 (1,995) 678 818
(2,497) 20,571 (6,994) 13,577
- (2,536) 1,711 (3,322)
(362) 16,040 (4,605) 11,073
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GOL LINHAS AEREAS INTELIGENTES S.A.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQLY
FOR THE YEARS ENDED DECEMBER 31, 2010, 2009, AND 2008

(In thousand of Brazilian Reais)

Balance at December 31, 2007
Net loss for the year
Other comprehensive income for the yaer
Total of other comprehensive income
Common shares issued
Share-based payment
Treasury shares
Dividends payable
Balance at December 31, 2008
Total of other comprehensive income
Capital increase (net of issuance costs of
R$19,194)
Cancelled treasury shares
Net income for the year
Dividends payable
Share-based payment
Balance at December 31, 2009
Net income for the year
Mandatory minimum dividends proposed
Total of other comprehensive income
Capital increase

Share-based payment

Balance at December 31, 2010

Other reserves Retained
Investments  Cash flow earnings
Issued Capital Treasury shares Capital Share-based revaluation hedging  (accumulated
Note Shares Amount Shares Amount reserves payment reserve reserve losses) Total
202,300,25 1,250,618 - - 89,55¢ 14,444 (12,729) 5,774 1,044,785 2,392,44:
- - - - - - - - (1,239,347) (1,239,347)
- - - - - - 10,727 (20,145) - (9,418)
- - - - - 10,727 (20,145) (1,239,347) (1,248,765)
33¢ - - - - - - - - -
- - - - - - - - 5,362 5,362
- - (1,574,200) (41,180) - - - - - (41,180)
- - - - - - - - (36,257) (36,257)
202,300,59 1,250,61  (1,574,200) (41,180) 89,55 14,44 (2,002) (14,371) (225,457)  1,071,60
- - - - - - 4,13 13,05 - 17,19
64,098,722 811,65 - - - - - - - 811,65
(1,119,775) - 1,119,77 29,29 (29,293) - - - - -
- - - - - - - - 890,83 890,83
- - - - - - - - (185,839) (185,839)
- - - - - 4,54 - - - 4,54
265,279,53 2,062,27 (454,425) (11,887) 60,26 18,98 2,135 (1,317) 479,53t 2,609,98
- - - - - - - - 214,19 214,19
- - - - - - - - (50,873) (50,873)
. - - - - - (1,648) 11,90 - 10,25
21 5,057,13 120,86 - - - - - - - 120,86
11 - - - - - 24,74 - - - 24,74
270,336,66 2,183,13 (454,425) (11,887) 60,26 43,727 48 10,58 642,86( 2,929,16

The accompanying notes are an integral part obtheasolidated financial statements.
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GOL LINHAS AEREAS INTELIGENTES S.A.
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 AND 2008

(In thousands of Brazilian Reais — R$)

Cash flows from operating activities

Net income (loss) for the ye

Adjustments to reconcile net income (loss) to nesh provided by operating activities:

Depreciation and amortization
Allowance for doubtful accounts
Litigation
Provision (reversion of provision) for onerous cants
Provision for inventory obsolescence
Deferred income taxes
Share-based payments
Net foreign exchange fluctuations and interests
Interest on loans and other, net
Net results from financial derivatives instruments
Other provision
Smiles deferred revenues
Other items
Changes in operating assets and liabilities:
Trade and other receivables
Inventories
Deposits
Prepaid expenses, recoverable taxes and othetscredi
Other assets
Accounts payable
Advance ticket sales
Advances from customers
Salaries, wages and benefits
Sales tax and landing fees
Tax obligations
Provisions
Other liabilities
Cash provided by operating activities
Interest paid
Income tax paid

Net cash provided by operating activities

Cash flows from investing activities
Short term investments
Investments in restricted cash, net
Payment for property, plant and equipment
Payment for intangible assets

Net cash provided by (used in) investing activities

Cash flows from financing activities
Proceeds
Payments
Interest paid
Acquisition of treasury shares
Dividends paid
Capital increase

Net cash provided by (used in) financing activities

Effects of exchange rate changes on the balancastf held in  foreign currencies

Net increase (decrease) in cash and cash equivakent

Cash and cash equivalents at the beginning ofdébe y

Cash and cash equivalents at the end of the year

The accompanying notes are an integral part okthessolidated financial statements.

12/31/10 12/31/09 12/31/08
214,19 890,832 (1,239,347)
281,60 142,853 125,127

7,728 7,701 8,329
18,84 13,000 (43,354
(445, 2,080 8,250
8,402 4,327 (7,739)
118,44« (135,305) (13,033
24,74 4,540 5,362
(46,549 (708,240) 742,636
297,25 275,466 .
117,02 80,332 (9,417)
108,10 13,113 (29,211
(106,299 (38,714) (28,297
3,037 (8,832) -
208,52 (182,082) 549,805
(41,433 45,878 17,15
78,36¢ (124,196) (104,178)
64,95( 25,444 (1,829)
9,865 47,771 (7,412)
(146,590 78,663 (42,645
(44,341 (11,226) 99,71¢
(162,150 190,146 -
(27,168 86,357 (16,632
8,809 (20,879) 12,89:
16,54¢ 65,249 28,93(
(124,722 (127,191) 10,27:
(4,650) (13,250) 143,666
882,10: 603,837 209,038
(123,019 (115,422) -
(35,186 (31,156) (57,338
723,89 457,259 151,700
17,93¢ 205,140 574,758
(8,416) (37,812) (177,245)
(230,469 (130,475) (346,035)
(58,512 (31,431) (10,828
(279,459 5,422 40,65(
638,63t - -
(433,760 (42,416) (328,366)
. - (205,497)
) - (41,180
(185,839 - (36,258
120,86 811,654 -
139,90( 769,238 (611,301)
(10,888 (18,841) 14,89(
573,45 1,213,078 (403,791)
1,382,40: 169,330 573,121
1,955,85: 1,382,408 169,330







GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise)

1. Corporate information

Gol Linhas Aéreas Inteligentes S.A. (“Company” @LAl") is a publicdisted company incorporated in accordance with Beaz Corporat
Laws, organized on March 12, 2004. The objectivthefCompany is through its operating whailyned subsidiary VRG Linhas Aéreas ¢
(“VRG") to exploit (i) regular and nomegular air transportation services of passengargo and mail bags, domestically or internatign
according to the concessions granted by the compatethorities; (i) complementary activities ofactering air transportation of passengers.

GLAI is the direct parent company of the wholly-cedhsubsidiaries GAC Inc (“GAC”), Gol Finance (“Five”) and indirect parent compa
of SKY Finance Il (“SKY II").

GAC was established on March 23, 2006, accordinpedaws of Cayman Islands, and its activitiesratated to the aircraft acquisition for
single shareholder GLAI, which provides a financgport for its operational activities and settlemeh obligations. GAC is the pare
company of SKY Finance and SKY II, established argést 28, 2007 and November 30, 2009, respectibely located in Cayman Islan
which activities are related to obtaining fundsfittance aircraft acquisitionSky Finance was closed in June, 2010. The clostigKky
Finance occurred after the payment of all fundsedhby the company, considering that it was creatigh the specific objective of obtaini
such funds.

Finance was established on March 16, 2006, acaprdirthe laws the Cayman Islands, and its actvidiee related to obtaining funds
aircraft acquisition.

On April 9, 2007, the Company acquired VRG, a lavgtcand low-fare airlinecompany, which operates domestic and internatifigdits
with GOL and VARIG brands, providing regular andnrregular air transportation services among thenndgstinations in Brazil, Sot
America and the Caribbean.

The Companys shares are traded on the New York Stock Exch@YS&E) and on the Sdo Paulo Stock Exchange (BM&FESWFA). Thi
Company has entered into an Agreement for Adoptiolevel 2 Differentiated Corporate Governance Bcas with BM&FBOVESPA, an

integrates the indices of Shares with DifferentaB®rporate Governance — IGC and Shares with Rifféated Tag Along 4TAG, created t
identify companies committed to the adoption ofadéntiated corporate governance practices.

2. Basis of preparation and summary of significat accounting policies

The Companys consolidated financial statements for the yededrDecember 31, 2010 were authorized for issubdBoard of Directors ¢
February 22, 2011. The registered office is locateldua Tamoios, 246, Jd. Aeroporto, Sdo PaulgiBra

2.1 Compliance Statement

The Consolidated Financial Statements were pregaradcordance with International Financial RepgytStandards (IFRS) as issued by
International Accounting Standards Board (IASB).
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GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise)

2.2 Basis of preparation

These financial statements were prepared basedstorital cost, except for certain financial assatsl liabilities that are measured at
value in accordance with accounting practices desgrbelow.

These Consolidated Financial Statements were prdpasing Brazilian Reais as the functional andmémy currency.
The summary of significant accounting policies addpby the Company and its subsidiaries are asvistl

a) Basis of consolidation

The consolidated financial statements compriseatoeunts of GLAI and its direct and indirect sulzgigs presented below:
% of capital stock

Location Type of control 2010 2009
VRG Brazil Direct 100% 100%
GAC Inc. Cayman Islands Direct 100% 100%
Gol Finance Cayman Islands Direct 100% 100%
SKY Finance Cayman Islands Indirect - 100%
SKY Finance 2 Cayman Islands Indirect 100% 100%

The accounting policies were applied consistemtlall the consolidated entities and are consistgtiit those used in previous years. All
transactions, balances, incomes and expenses lretineentities are fully eliminated in the consatitl financial statements.

The investments that its subsidiary VRG has inftshore subsidiaries (South America, Europe arl.} are fully eliminated.

b) Cash and cash equivalents

Consists primarily of cash balances classifiedoa®d granted and receivables, and short term messs that are measured at fair v
through profit and loss. The short term investmdrage maturities of three months or less (or withfixed time for redemption) wi
immediate liquidity, and are subject to an insiguaift risk of changes in value.

c) Restricted cash

Consists of investments measured at fair valueutitrgorofit and loss.

d) Financial assets and liabilities

The nonéerivative financial instruments includes investisein marketable securities, debt instruments anidties, accounts receivable :
other receivables, loans and financings, other @ausopayable and other debts. The financial assetdiabilities are initially recognized
their fair value plus the costs directly attribdéato their purchase or issue, except those cledsinder the category of instruments appr
at their fair market value based on results, forctvhthe costs are booked in the statements of tipesa Subsequent to initial recognition,
financial non-derivative assets and liabilities are measured aach balance sheet date according to their &lzetidn, which is defined upc
initial recognition based on the purposes for whitdy were acquired or issued, as described below:
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GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise)

i. Financial assets measured at fair value thrqugfit and loss: these include financial assetpiaed for sale (acquired primarily to
sold in the short term), or designated upon iniglognition at fair value through profit and lobgerest, monetary restatement, exchi
variation and variations resulting from fair valomeeasurement, are recognized in profit or loss manfiial revenues or expenses, w
incurred. The Company has investments classifiethals equivalents in this category.

ii. Financial assets held to maturity: theseudel nonderivative financial instruments with fixed or deténable payments with defin
maturities, for which the Company has the inteniod capacity to hold to maturity. After the iaitrecognition, they are measured al
amortized cost based on the effective interest na¢¢hod less losses in recoverable value, whenicaye, and the variations
recognized in profit or loss as financial revenaesexpenses, when incurred. The Company has nodialsassets in this category.

iii. Loans granted and receivable: these inclode-derivative financial assets with fixed or deterntiltapayments that are not quotec
an active market which, after initial recognitiore aneasured based on the amortized cost underfféetivee interest rate method. T
interest, monetary and exchange variation, lesseb recoverable value, when applicable, aregrézed in profit or loss as financ
revenues or expenses, when incurred. The CompanBdrak deposits and accounts receivables in tiégogy.

iv. Available for sale: these include nderivative financial assets that do not match theva categories, measured at their fair vi
After initial recognition, available for sale fineial assets are measured at fair value, with gaimssses recognized in other compreher
income in the shareholdsrequity until the investment is sold and the cuativé gain or loss previously reported in profitloss. Th
balance of shorterm investments is composed of assets availabledie, and correspond to investment funds in vabéés (FIDC) an
certificates of deposits abroad (time deposits)esehassets have maturities exceeding 90 days fienddte of application and th
amounts are subject to significant variations. Tleenpany does not invest in speculative securities.

The principal financial assets recognized by then@any are cash and cash equivalents, short-terestiments, and accounts receivable.
Financial liabilities are classified according e tfollowing categories based on the nature ofitfancial instruments contracted or issued:

i.  Financial liabilities measured at fair valireough profit and loss: these include financiabilities normally traded prior to maturi
liabilities designated upon initial recognitionfair value, except those designated as hedge mstits. They are remarked to fair valu
each balance sheet date. The interest, monetargxinge variations and variations resulting ftbm fair value, when applicable,

recognized in profit or loss, when incurred. Irstbategory, the Company has derivatives not detddres hedge instruments.

ii. Financial liabilities not marked at fair wa: noneerivative financial liabilities that are not noriyatraded prior to maturity. Afte
initial recognition they are measured at the amedicost based on the effective interest rate rdeffiloe interest, monetary updating
exchange variation, when applicable, are recognimeprofit or loss when incurred. The Company hbersand longeerm debt (th:
includes leasing) and accounts payable to suppliers
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GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise)

e) _Trade and other receivables

Trade and other receivables are stated at coshlkesgances made for doubtful receivables, whichragpimates fair value given their sh
term nature. An allowance for doubtful receivabitesstablished when there is objective evidencetteaCompany will not be able to coll
all amounts due according to the original termghef receivable through risk analysis and taking itcount the historical analysis of
recovery of arrears. The allowance for doubtfukreables is the difference between the book vahteracoverable amount. The provisio
made for all accounts overdue for more than 90 @y stallment sales, travel and cargo ageneied,180 days in respect of airline partners

f) Inventories

The inventories are valued at the lower of cost a@drealizable value. The costs of inventoriesdmtermined by the weighted average
method. The net realizable value represents thenastd selling price of the inventory, less cosiscompletion and costs necessar
complete the sale.

g) Lease accounting

In accordance with IAS 17 "Leases", leases aresified as finance leases when the lease arranganamsfers substantially all the risks
rewards of ownership to the lessee. All other Isase classified as operating leases. Operatirsg lpayments are recognized as an expe!
the income statement on a straight line basis theelease term.

The assets held under a finance lease are valued &wer of the following two amounts: the preseslue of the minimum lease payme
under the lease arrangement or the leased ada@t'value determined at the inception of thesée Lease payments are allocated bet
finance charges and reduction of the lease lighdiit as to achieve a constant rate of interesherrémaining balance of the liability. 1
corresponding obligation to the lessor is accourftedas short and longgrm debt. The aircraft held under finance leagdsch have

purchase option at the end of the contract, areedegied on a straighine basis over the useful life at rates calculdtedrite down the cost
the estimated residual value of 20% based on tmep@ay experience and market price valuations. théoaircraft recorded in property, pl
and equipment, when there is no reasonable certhiat the Company will obtain ownership of thegedy at the end of the contractual te
are depreciated over the shorter of the usefublifdne assets and the lease term.

Gains or losses related to sale-leaseback transadbtllowed by an operating lease after the saeaccounted for as follows:
» They are recognized immediately when it is cleat the transaction is established at fair value;

* If the sale price is below fair value, any profitloss is recognized immediately. However, if thed is compensated for by future le
payments at below market price, it is deferred amartized in proportion to the lease payments tweicontractual lease term;

« If the sale price is above fair value, the exdesteferred and amortized over the asseXpected useful life, with the amortization resa
as a reduction of the lease expense.
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In 2009 the Company had sale-leaseback transadiglng the fairvalue, being the loss compensated with future paysnef the lease belc
the market price. In 2010 the Company had traimactt fairvalue whose profits and losses have been recoguizectly to the profit an
loss.

If the saleleaseback transactions results in financial leasing excess proceeds over the carrying amouritlshaeferred and amortized o
the lease term. The Company did not have any sakeback transaction that resulted in a finaneéad.

h) Prepaid expenses
Prepaid expenses and other assets primarily casfsisepayments for aircraft and engine rentalsenraperating lease agreements, pren

payments of option contracts designated as heddpss sommissions, deferred losses arising onleakeback transactions, and prepayn
for insurance.

i) Property, plant and equipment

Property, plant and equipment, including rotableaare recorded at acquisition costs, includimgrest and other financial charges. E
component of property, plant and equipment thatsheast that is significant in relation to the alecost of the item is depreciated separa
Aircraft and engine spares acquired on the intridocr expansion of a fleet, as well as rotablarep purchased separately, are carri
fixed assets and generally depreciated in line tithfleet to which they relate. Pdelivery deposits refer to prepayments made basettie
agreements entered into with Boeing Company forpiinechase of Boeing 733080 Next Generation aircraft and includes interestirrec
during the manufacture of aircraft.

The estimated useful lives for property and equipthiedisclosed at Note 13.

Under the IAS 16 “Property, Plant and Equipmetti& costs of engine overhauls including replacerspates and labor costs, are treatec
separate asset component with the cost capitainelddepreciated over the period to the next majerhtaul. Interest costs incurred .
exchange differences on borrowings that fund pEgypmayments on assets under construction, inclytliedelivery deposits to acquire n
aircraft, are capitalized and included as parhefdost of the assets through the earlier of tiee cfecompletion or aircraft delivery.

At the end of each year, the Company reviews theyiog value of fixed assets to determine whetheré is some indication that those as
suffered any loss in respect of impairment. If &#'&m@ny such indication, the recoverable amount efaset is estimated in order to mee
the amount of such loss, if any. On December 31020hd 2009 there was no need to recognize arlagspect of impairment.

j) Intangible assets

i. Goodwill

Goodwill is tested for impairment annually by comipg the carrying amount to the recoverable amairnhe caslgenerating unit lev:
which is considered the operating whotiwned subsidiary VRG. Considerable judgment is sy to evaluate the impact of opere
and macroeconomic changes to estimate future dasis fand to measure the recoverable amount. Assomspin the Company’
impairment  evaluations are consistent with interngrojections and operating plans. No losses ofuecble
amounts have been recorded until the present date.
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ii. Airport operating rights

Airport operating rights were acquired as parthef &cquisition of Varig and were capitalized at f@lue at that date and are not amorti
Those rights are considered to have an indefirgeful life due to several factors and consideratiamcluding requirements for neces:
permits to operate within Brazil and limited sledability in the most important airports in terraktraffic volume. The carrying value
these rights is tested for impairment annually mraomore frequent basis when events or changeiscintstances indicate that carry
values may not be recoverable. No impairment has becorded until the present date.

iii. Tradenames

VRG tradenames were acquired as part of the VR@isitign and were capitalized at fair value at tthate. The tradenames are consid
to have an indefinite useful life (and are not atmed) due to several factors and consideratiordiiding the brand awareness and m:
position, customer recognition and loyalty andd¢batinued use of the Varig tradenames. The carryaige of the tradenames is testec
impairment annually or on a more frequent basiswheents or changes in circumstances indicate daating values may not
recoverable. No impairment has been recorded ibthatpresent date.

iv. Software

Costs related to the purchase or development ofpaten software that is separable from an item ¢dted hardware is capitaliz
separately and amortized over a period not excgdilia years on a straight-line basis.

The carrying value of these intangibles is reviefeggdmpairment if events or changes in circumsénindicate the carrying value may
be recoverable.

k) Impairment of financial assets

The Company evaluates at each balance sheet datbexta financial asset is impaired using discalictesh flow analysis, which consid
the credit worthiness of the issuer of the secuagyfurther described in Note 24.

[) Deposits

Are represented by maintenance deposits for atraraf engines, deposits in guarantee and collatefdéase agreements and judicial dep
for risks and for contingent liabilities relating labor and tax claims.

The Maintenance deposits refer to payments madiadoyCompany to commercial lease companies to beé imstiture aircraft and engi
maintenance work. The deposits are recorded abrluat value of the original payment, recognizednaaintenance costs when actu
incurred, in accordance with the accounting polspending on maintenance. Management performs negeNéews of the recovery
maintenance deposits and believes that the vadiflested in the consolidated balance sheet areveeable.

The deposits in guarantee and collaterals are septed by amounts deposited with lessorshef lease monthly payments, as required ¢

inception of the lease agreements. The depositpiamantee and collaterals are denominated in Ud#af3, do not bear interest and
reimbursable to the Company upon termination ofaipeements.

F-16



GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise)

m) _[Foreign currency transactions

The functional currency used for preparation aresentation of the financial statements of the Caownd its subsidiaries is the Brazil
Real. Transactions in foreign currencies are tedadl into the Company’ functional currency at the exchange rate at thte af th
transaction. Monetary assets and liabilities demameid in foreign currencies are subsequently taterslat the exchange rate at the bal
sheet date. Any differences resulting from theengy translation are recognized in the statemdraperations.

n) Derivative financial instruments and hedgeoaititing

The Company and its subsidiaries designates ceiitaincial derivatives as hedge to risks relateth&s changes in oil prices (fuel), fore
exchange risk, interest rate as fair value hedgdscash flow hedge. Hedges for risk of variatiangxchange rates on firm commitments
accounted for as cash flow hedges of risks andtianis in the exchange rates of finance leasesiagdiue hedges. Hedges for risk variat
in fuel price and interest rates are accounte@garash flow hedges.

At the beginning of the hedge transaction, the Camypand its subsidiaries have documented the oakltip between the hedge instrun
and the hedge item with the goals in risk managéraed its strategy to take on various hedge traimsec Additionally, at the beginning
the hedge and on a continuous basis, the Compahytsasubsidiaries are documenting as to whethehtdge instrument used in a he
relationship is highly effective in offsetting ctgas in fair value or cash flows of the hedged igtributable to subject to hedge risk.

The Note 24 gives further details on the fair vadfiderivative instruments used for hedge purposes.

Fair value hedges

Changes in fair value of derivatives designatedqualdifying as fair value hedges are recognizeidéome. The changes in fair value of he
instruments and hedge item attributable to the éeidl are recognized in the income statement rdated to the hedge item.

The hedge accounting is discontinued prospectiwlgn the Company and its subsidiaries cancel tdgéiehe hedge instrument is sols
expires, terminated or executed, or when it no éorgalifies for hedge accounting. The fair valdgistment of the hedge item derived fi
the risk of the hedge, is recorded in income frbat tiate.

Cash flow hedges

The effective part of changes in fair value of datives that are designated and qualify as casi fiedge is recognized in otl

comprehensive income and accumulated under thdarfigeadmprehensive income in shareholdaquity. The gains or losses that are re
to the ineffective portion are recognized immedjaiie income in other gains and losses.
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The amounts previously recognized in other compreive income and accumulated in sharehosdequity are reclassified to income in
period that the hedge item is recognized as amie¢cin the same section of the income statememhioh is recognized.

The hedge accounting is discontinued when the Cagnpad its subsidiaries cancel the hedge relatipnshe hedge instrument is solc
expires, terminated or executed, or does not quédif hedge accounting anymore. Any gains or losgesgnized in other comprehens
income and accumulated in equity at that time resa shareholdes’equity and are recognized when the forecastactioss are ultimate
recognized in income. When the occurring of thedasted transactions are not expected anymorgathe or losses accumulated in eg
are realized and recognized in income immediately.

0) Sharebased payments

The Company measures the fair value of equityexkttiansactions with employees at the grant date @ appropriate valuation model.

The fair value of options granted is recorded miticome statement during the period in which tgktris acquired, based on estimates o
Company about granted options on what will evemtuaé acquired, with a corresponding increase initggAt the end of each reporti
period, the Company revises its estimates of theumtof equity instruments that will be acquiredheTimpact of the review in relation
original estimates, if any, is recognized in eagsirof the period, so that the cumulative expendlects the revised estimates witl
corresponding adjustment to shareholder’s equitheér'Deferred Compensation” account reserve, whigorted the benefits to employees.

p) Provisions

For certain operating leases, the Company is comiadly obliged to return aircraft in a defined ddion. The Company accrues for restitu
costs related to aircraft held under operatingdsast the time the asset does not meet the retunditions criteria and throughout -
remaining duration of the lease.

The other provisions are substantially relatedeigal proceedings and are made for losses consigeobadble in the understanding of
Administration, related to labor and civil causes.

Provisions are recognized when the Company hassept obligation (legal or constructive) as a tesuh past event and when it is probi
that an outflow of resources embodying economicebenwill be required to settle the obligation aadeliable estimate can be made of
amount of the obligation. When the Company expsaise or all of a provision to be reimbursed, forraple under an insurance contract
reimbursement is recognized as a separate assattivaeeimbursement is virtually certain. The exggerelating to any provision is preser
in profit or loss net of any reimbursement. If #féect of the time value of money is material, psians are discounted using a current fae-
rate that reflects, where appropriate, the rislex#ig to the liability. Where discounting is uséde increase in the provision due to the pas
of time is recognized as a finance cost.

g) Revenue recognition

Passenger revenue is recognized either when treatipn is provided or when the unused ticket exqirTickets sold but not yet used
recorded as advance ticket sales that represantarfly deferred revenue for tickets sold for fuguravel dates.
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The balance of deferred revenue is also comprisedwused tickets ("no show"). The portion of theshow that the Company estimates, b
on historical data, which will not be reschedulgdlie passengers, is recognized as revenue.

Revenue from cargo shipments is recognized whespiatation is provided. Other revenue includestehaervices, ticket change fees
other incidental services, and is recognized wherservice is performed.

r) Mileage program

Since the acquisition of VRG, the Company operatdeequent flyer program, (Smiles Program) thatvfgtes travel and other awards
members based on accumulated mileage credits. Bligations assumed under the Smiles Program wetedat the acquisition date
estimated fair value that represents the estimatieé the Company would pay to a third party touass the obligation for miles expecte(
be redeemed under the Smiles Program.

The fair value of mileage credits, net of estimateth-use of miles (breakage) is determined by the weijlaverage according to (i)
average amount charged per seat by VRG to airtimesparticipate in the loyalty program divided thy amount of miles required to isst
ticket using miles and (ii) the average sale po€amiles sold to airlines that participate in tlwydlty program Smiles. This fair value
updated every six months.

Miles awarded are valued at fair value, descridesalva, and the miles redeemed are calculated hasdie weighted average of the bale
of miles that had been deferred. A portion of rexenn the sale of miles above the fair value oemis recognized as revenue of marke
(as other income) when the transport is performed.

The Companys policy for accounts that are inactive for a perd 36 consecutive months is to cancel all mi@stained in those account:
the end of the period of inactivity. The associatatlie for mileage credits which the Company edi®siare not likely to be redeen
(breakage) is recognized as revenue. The Compdoylai@s its breakage estimate based on historedémption patterns data. Ful
program redemption opportunities can significaratler customer behavior from historical patternghwespect to inactive accounts. S
changes may result in material changes to the mefeevenue balance, as well as recognized revdéraraghat program.

S) _Sedgment information

IFRS 8 requires that operations by segment ardiftghbased on internal reports that are regulegljiewed by decision makers in orde
allocate resources to segments and assessingénrrmance.

The Company’s operations are derived from its wholned subsidiary VRG and consist of providing eansportation services within So
America and Caribbean, where it operates domesticigternational flights. The CompasyManagement decision makers makes res
allocation decisions to maximize the Compangonsolidated financial results. The major reveaaming assets of the Company arn
aircraft, which are registered in Brazil and therefall profits accrue principally in the same doynOther revenues primarily arise fr
cargo, Smiles mileage program, installment salesess baggage charges and cancellation faresredtlg attributable to air transportati
services.
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Based on the way the Company treats the networkrenchanner in which resource allocation decisemesmade, the Company has only
operating segment for financial reporting purpo3é¢se Companys primary reporting segments comprise of net regegeographic segme
which is presented in Note 22.

t) Income taxes
i. Current income tax

The provision for income tax and social contribatie based on taxable profit for the year. Taxétdeme differs from earnings preser
in the income statement because it excludes regamuexpenses taxable or deductible in other yaais excludes items not taxable or
deductible.

The provision for income tax and social contribatie calculated for each company based on the pagesiling at the end of the year.
Current income tax relating to items recognizeedtly in equity is recognized in equity and nopiofit or loss.
ii. Deferred income tax

Income tax and social contribution are recognizademporary differences at the end of each rempmieriod between the balance:
assets and liabilities recognized in the finanstatements and the tax bases used in the catoulatitaxable income, including net
losses, when applicable. Deferred tax liabilities generally recognized for all taxable temporaiffetences and deferred tax assets
recognized for all deductible temporary differencesly when it is probable that the company wilegent future taxable income in
amount sufficient for such deductible temporaryfet#nces to be used. Deferred tax assets or tiabilare not recognized on tempol
differences arising from goodwill or from initiadcognition (except for business combination) okotissets and liabilities in a transac
that does not affect the taxable profit nor theoaoting profit.

The carrying amount of deferred income tax assetgeviewed at each balance sheet date and redodbeé extent that it is no long
probable that sufficient taxable profit will be @aale to allow all or part of the deferred inconax asset to be utilized. Unrecogni
deferred income tax assets are reassessed at@acdedsheet date and are recognized to the @ktdrit has become probable that fu
taxable profit will allow the deferred tax assebtrecovered.

Deferred income tax assets and liabilities are norealsat the tax rates that are expected to apphetgear when the asset is realized o
liability is settled, based on tax rates (and taxd) that have been enacted or substantively ehatthe balance sheet date.

Deferred income tax assets and deferred incoméighikities are offset, if a legally enforceablght exists to set off tax assets age
income tax liabilities and the deferred income tapedate to the same taxable entity and the saxaéida authority.

u) Key accounting estimates and judgments

The preparation of financial statements requiresiagament to make judgments, estimates and assurmptiat affect the application
policies and the reported amounts of assets abditiies, income and expenses. These estimatesaasdciated assumptions are base
historical experience and various other factorseletl to be reasonable under the circumstancesiaAcesults could differ from the
estimates. These underlying assumptions are redi@nean ongoing basis. Revisions to accountingneséis are recognized in the perio
which the estimate is revised. The estimates asdnagtions that have a significant risk of causinmaterial adjustment to the carry
amounts of assets and liabilities within the néxaricial year are discussed below.
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i. Impairment of non-financial assets

The Company assesses whether there are any indiagftéampairment for all nofinancial assets at each reporting date. Goodwait
indefinitedived intangible assets are tested for impairmantually and at other times when such indicatorsteXihe recoverable amou
of cash-generating units have been determined basedlue-inuse calculations. The value in use is determinéagudiscounted ca:
flow assumptions established by management.

Other non-financial assets are tested for impaitménen there are indicators that the carrying ansuoray not be recoverable.
ii. Income taxes

The Company believes that the tax positions takernr@asonable. However, various taxing authoritiey challenge the positions tal
resulting in additional liabilities for taxes amterest that may become payable in future yeaes r@sult of audits by the tax authorit
The tax positions involve considerable judgmentttom part of management and tax positions are redeand adjusted to account
changes in circumstances, such as lapsing of abicstatutes of limitations, conclusions of taxita) additional exposures basec
identification of new issues or court decision®afiing a particular tax issue. Actual results califter from estimates.

iii. Property, plant and equipment

During 2009, the Company revised the depreciatadasr used for aircraft under financial leasesyaireeconfiguration and spare pa
from 5% to 4%, for better compatibility with theatisl life of these assets; such review is suppootediechnical studies approved by
Company's Management. This change in economic ufwas applied prospectively in the financightements since April 1st, 20!
The related reduction of depreciation arising frttra change in economic useful life for the yearegh®ecember 31, 2009 amour
approximately to R$12,000.

v) New and revised standards and interpretatiohyet adopted

The Company and its subsidiaries have not earlyptadothe new standards and interpretations IFRS=dlibelow in the financial stateme
for the period ended December 31, 2010. The agjitaf such is required for annual periods begignafter January 1st, 2011, or ani
subsequent periods when indicated otherwise. Tmep@ay is evaluating their applicability and potahimpacts.

IFRS 9- Financial Instrumentstntroduces new requirements for the classificatioreasurement and reversal of assets and liabiliti
establishes that all financial assets recognizatidare inserted in the scope of IAS 39 - Finankeisfruments: Recognition arieasuremel
are subsequently measured at amortized cost ordhie. Required from the period beginning on ¢eraJanuary 1st, 2013.
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Alteration of IFRS 3- Business Combinationstroduces the following requirements:

i. Measurement of non-controlling participations- Specifies that the option to measure the comtrolling interests, both at their fair va
and based on the proportionate share ofeamtrolling interest of the acquiree's identifiabkt assets at the acquisition date, is only apiplé
to the noneontrolling interests that are effective and gutgas holders a proportionate share of net assgtsrad in the event of a liquidatic
All other components of the narentrolling interests should be measured at tlainfalue at the acquisition date, unless anotreasuremel
basis is required by IFRSs.

ii. Payment of share-based awards not replaced or reptad voluntarily - Specifies that the current requirements of the dsvareasure
respect of a purchaser to replace the share-bamgdemts of acquired, in accordance with IFRS 2 tmn gurchase date (markedse:
measurement) are applicable to transactions ofediemed payments of the acquiree that are not repl&ech specifies that the curr
requirements for placement of the measurement akethased awards replaced between the consideratiosféreed in a busine
combination and compensation expense in the palfied the business combination is applicable tg@miums being replaced, regardles
whether the buyer is obliged to replace them beifloes voluntarily.

iii. Requirements transition to compensatory quotas of &usiness combination that occurred prior to mandatry adoption of IFRS &
(2008)- Clarifies that IAS 32 - Financial Instrumentsefentation, IAS 39 — “Financial Instruments: Rettign and Measuremen#ind IFRS
7 — “Financial Instruments: Disclosureaie not applicable to compensatory quotas whickeafom business combinations whose acqui
date is prior to the application of IFRS 3 (2008).

Modification of IFRS 7— “Financial Instruments: Disclosufes Encourages qualitative disclosures in the contéxtuantitative disclosur:
required to assist users to form an overview ofrthire and extent of risks arising from finanamstruments. Clarifies the required leve
disclosures about credit risk and collateral held provides exemption for disclosures of loans getiated.

Amendment of IAS 34 Interim Financial Reporting Gives emphasis to the principle in IAS 34 that dieclosures about significant eve
and transactions in interim periods should updaes relevant information that has been presentethénmost recent annual finan
statements. Explains how to apply this principleelation to financial instruments and their failues.

Amendments to IAS 32 Classification of rights issues Discusses the classification of certain rights amefgn currency as an eqt
instrument or financial liability. Until the presedate, the Company and its subsidiaries have meted into any agreement that would fit
the scope of these changes.

Amendment of IAS 12 Income Tax (Deferred Tax: Recovery of Underlyingséts)- Requiresan entity to measure the deferred tax i
relating to an asset depending on whether theyeatipects to recover the carrying value of asdeisugh use or sale. When an ass
measured at fair value model of IAS 4hvestment Property can be subjective and diffitukhissess whether the recovery of assets is th
the use or sale. The change presents a practicgiosoto the problem by introducing the assumptilbat recovery of the carrying value \
normally be by sale. As a result of the changeG;&l - Income TaxesRecovery of Revalued Nondepreciable Assets willomger apply t
investment properties held at fair value. The cleangust be adopted for fiscal years beginning after January 1, 2012 and earlier adoy
is permitted.
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3. Cash and cash equivalents

12/31/10 12/31/09
Cash and bank deposits 194,493 84,262
Cash equivalents 1,761,365 1,298,146
1,955,858 1,382,408

On December 31, 2010, cash equivalents refers amiirty to private income funds, government sd@sgiand fixed income funds, beat
interest rates of 95.0% 104.0% ofCertificado de Depésito Interbancér{tnter-bank Deposit Certificate - CDI).

Since the first quarter of 2010, the Company stiirtgesting in open funds, and not in exclusivedi&ias it previously did. Investment fui
here refers to investments in quotas of fixed ine@nd DI funds of top-class banks.

The composition of cash equivalents balance isepites! below:

12/31/10 12/31/09
Bank deposit certificates 678,253 619,587
Government securities 245,186 678,559
Investment funds 837,926
1,761,365 1,298,146

These financial investments provide high liquidityd are promptly converted into known cash amowamtd,are subject to insignificant risk
value change.

4. Restricted cash

Restricted cash is represented by guarantee depodied to loans from th&anco Nacional de Desenvolvimento Econémico e £
(BNDES) and theBanco de Desenvolvimento de Minas Ge(BBMG) which were applied in DI funds and are remraied athe averag
rate of 98.5% of CDI.

On December 31, 2010, the restricted cash recardedncurrent assets corresponded to R$34,500 (R$18/82R%7,264 as of Deceml|
31, 2009 recorded in current and non-current assetgectively).

Until September 30, 2010, the Company had margposiées security with the BM&FBOVESPA for future Der operations. During tl
fourth quarter this balance was redeemed and reghlag a guarantee letter in the amount of R$100v@@D maturity on September 30, 2(
and its cost rate is 1.3% per year. On DecembeBQ9, the amount of guarantee deposits linkedettgd operations recorded in cur
assets was R$18,820.
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5. Short term investments

12/31/10 12/31/09
Private bonds 2,816 16,30°
Foreign bank deposits 19,79( 22,31
Other financial assets - 1,82¢
Total financial assets available for sale 22,606 40,444

Financial assets classified as available for sa@éasically comprised of investment funds for dsgturities (FIDC) and foreign bank depc
(time deposits). These financial investments haveverage maturity term of 83 days, bearing inteaean average annual rate of 108.5¢

CDI and 11.0% per year.

6. Trade and other receivables

12/31/10 12/31/09
Local currency:
Credit card administrators 90,612 341,784
Travel agencies 149,393 123,884
Installments sales 48,564 57,491
Cargo agencies 20,582 14,220
Airline partners companies 16,608 9,287
Other 27,491 13,874
353,250 560,540
Foreign currency:
Credit card administrators 5,855 4,273
Travel agencies 3,935 6,349
Cargo agencies 141 545
9,931 11,167
363,181 571,707
Allowance for doubtful accounts (60,127) (52,399)
303,054 519,308
Changes in the allowance for doubtful accountsaarillows:
12/31/10 12/31/09
Balance at the beginning of the year (52,399) (44,698)
Additions (27,689) (41,366)
Irrecoverable amounts 5,623 17,672
Recoveries 14,338 15,993
Balance at the end of the year (60,127) (52,399)
The aging analysis of accounts receivable is dsvist
12/31/10 12/31/09
Falling due 270,286 498,684
Overdue until 30 days 19,091 10,172
Overdue 31 to 60 days 4,128 4,870
Overdue 61 to 90 days 5,533 2,350
Overdue 91 to 180 days 8,041 14,592
Overdue 181 to 360 days 7,052 9,492
Overdue above 360 days 49,050 31,547
363,181 571,707
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The average collection period of installment s&@eseven months and monthly interests based 08%i9®%eing charged on the receivable
balance, which is reported as finance income wiodeated. The average term for receipt of otheoaats receivable is 45 days.

On December 31, 2010, accounts receivable froneki@myencies amounting to R$24,300 (R$67,691 on mbee 31, 2009) are related to I
agreements guarantees

7. Inventories

12/31/10 12/31/09
Consumables 16,702 11,040
Parts and maintenance materials 117,740 98,744
Advances to suppliers 43,725 25,086
Imports in progress 1,885 5,749
Others 7,942 5,942
Provision for obsolescence (17,004) (8,602)
170,990 137,959
Changes in the allowance for inventory obsolescé&nas follows:
12/31/10 12/31/09
Balance at the beginning of the year (8,602) (4,275)
Additions (44,426) (4,327)
Disposals 36,024 -
Balance at the end of the year (17,004) (8,602)
8. Deferred and recoverable taxes
12/31/10 12/31/09
Recoverable taxes:
Current assets
IcmMs @ 7,039 4,711
Prepaid IRPJ and CS$P) 35,186 37,644
IRRF®) 8,548 2,044
Withholding tax of public institutions 17,334 18,047
Value-added taxes — IVA (4) 3,512 5,071
Import tax 15,805 18,119
Other recoverable taxes 719 489
Total recoverable taxes - current 88,143 86,125
Deferred taxes:
Non-current assets
Credits on accumulated income tax loss carryforwards 340,055 346,72!
Negative basis of social contribut 122,420 124,82:
Temporary differences:
Mileage program 70,603 109,30(
Provision for doubtful accounts 190,664 187,55¢
Provision for judicial lawsuits 44,556 60,419
Return of aircraft 11,318 12,455
Others 37,929 24,858
Total deferred tax - non-current assets 817,545 866,131
Non-current liabilities
Brands 21,457 21,457
Rights of flight 190,686 190,68t
Maintenance deposits 155,266 151,82(
Engine and rotable depreciation 115,098 83,427
Goodwill amortization reversal 51,064 25,532
Aircraft leasing operations 94,950 69,893



Others 13,664 19,488

Total deferred tax - non-current liabilities 642,185 562,30:

(1) ICMS: State tax on sales of goods and services.
(2) IRPJ: Brazilian federal income tax on taxats¢ profits.
CSLL: social contribution on taxable net ptaficreated to finance social programs and funds.
(3) IRRF: withholding of income tax applicable cgrain domestic operations, such as payment offeesome service providers, payment of salariesfarancial income resulting from bank investments.
(4) IVA: Value-added tax for sales of goods and/sers abroad.
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The Company and its subsidiary have tax lossesnagdtive bases of social contribution in the deitestion of the taxable profits, to
compensated with 30% of the annual taxable profiithy no expiration term, in the amounts describebbw:

12/31/10 12/31/2009
Accumulated income tax loss carryforwards 1,564,475 1,626,640
Negative basis of social contribut 1,564,475 1,626,640

On December 31, 2010, tax credits resulting from ltsses and negative basis of social contributigme recorded based on the 1
expectation of generation of future taxable prafitshe Company and its subsidiaries, in accordavittethe legal limitations.

The projections of future taxable income for utiibn to compensate tax losses and negative bésiectal contribution, are technica
prepared and supported based on their business plaich are approved by the Board of Directors iwlicate the existence of sufficit
taxable profit for the realization of the defertaed assets recognized.

The Company total tax credit is R$90,073. Howeher€ompany recognized an impairment of R$69,44theicredits with no perspective
be realized in an immediate future.

The Management considers that the deferred taxsassilting from temporary differences will beliaed proportionally to the realization
provisions and final resolution of future events.

The reconciliation between income tax and socialtrifoution, calculated by the application of thatstory tax rate combined with valt
reflected in the net income, is shown below:
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Income before Income Taxes

Combined tax rate

Income tax at combined tax rate

Adjustments for calculating the effective tax rate:
Non-deductible income from subsidiaries

Tax benefit not recognized on previous periods
Nondeductible expenses (non taxable income) ofidiaties
Income tax on permanent differences

Exchange variation on investments abroad

Income tax and social contribution expenses

Current income tax and social contribution
Deferred income tax and social contribution

9. Prepaid expenses

Deferred losses from sale-leaseback transactigns (a
Prepayments of hedge awards

Prepayments of leasing

Prepayments of insurance

Prepayments of commissions

Others

Current

Non-current

12/31/10 12/31/09 12/31/08
386,49 756,13 (1,195,042)
34% 34% 34%
(131,409 (257,086 406,314
(26,283 3,79¢ (3,876)
11,61: 270,15t (329,406
(23,001 22,97 (30,281)
(8,089 (10,076 11,865
4,872 104,93 (98,921)
(172,299 134,69 (44,305)
(53,855 (609, (57,338)
(118,444 135,30 13,033
(172,299 134,69 (44,305)
12/31/10 12/31/09

63,574 72,947

30,154 23,190

33,322 35,453

27,860 37,208

16,628 14,705

5,666 4,799

177,204 188,302

123,003 124,728

54,201 63,574

(a) During the accounting periods of 2007, 2008 and2@e Company registered losses with $adseback transactions performet
its subsidiary GAC Inc. for 9 aircraft in the amowh R$89,337. These losses are being deferrechamaitized proportionally to tl
payments of the respective leasing contracts duttiegcontractual term of 120 months. Further infation related to the sale-

leaseback transactions are described in Note 23b.

10. Deposits

Maintenance depos

Under certain existing lease agreements, maintendaposits are paid to aircraft and engine leshatisare to be applied to future airc
maintenance. The maintenance deposits paid undse lagreements exempt neither the obligation totaiaithe aircraft nor the cost r
associated with the maintenance activities of theraft lessor. The Company maintains the righdetect any thirgparty maintenance provic

or to perform such services in-house.

These deposits are calculated based on a perfoenraeasure, such as flight hours or cycles, ancaaa@able for reimbursement to -
Company upon the completion of the maintenancéefdase aircraft. Therefore, these amounts ateded as a deposit on the balance !
and the maintenance cost is recognized when theriyntty maintenance is performed, in accordancé thie Company maintenance polic
Certain lease agreements provide that the exceesitie are not refundable to the Company. Suchsaxoeuld occur if the amouragtimately
expended for the maintenance events were lessthieammounts deposited. Any excess amounts helddspi or retained by the lessor u
the expiration of the lease, which are not expetddik significant, would be recognized as addéi@ircraft rental expense.
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Based on regular analysis of deposit recoveriesidgament believes that the values disclosed isdheolidated balance are recoverable
there are no indicators of impairment of mainte@adeposits, which balances on December 31, 2@ 0lassified in norcurrent assets a
amount to R$456,666 (R$50,429 and R$472,244 onibleee31, 2009 in current and non-current asseipertively).

Additionally, the Company holds contracts with solegsors to replace deposits with letters of creédienable the utilization of deposits
cover other disbursements related to leasing caistriany of the aircraft leasing contracts doneguire maintenance deposits.

Deposits in guarantee for leasing contre

As required by the leasing contracts, the Compaajen guarantee deposits on behalf of the leasingpanies, the refund of which occ
upon the contract expiration date. On Decembe810, the balance of the guarantee deposits feingaontracts, classified in n@wren
assets, is R$127,963 (R$251,716 on December 39)200

Judicial deposit

Judicial deposits substantially represent guarantekated to tax claims under judgment; such dépagil continue until the resolution
conflicts related to them. The balances of judidigbosits on December 31, 2010, recorded in norecuassets totaled R$130,74R$81,18I
on December 31, 2009).

11. Transactions with related parties

Graphic, consulting and transportation services

The subsidiary VRG holds contracts with the relgbadty Breda Transportes e Servigos Sfér. the passenger and luggage transport
services between airports, and transportation gileyees, which expired on November 16, 2010 andbmmnenewed every 12 months
additional equal periods by signing an amendmesttument signed by the parties, with annual coigadbased on the General Market P
Index (IGP-M) variation.

The Subsidiary VRG also holds contracts with relgiarties Expresso Unido Ltda., Uni&o Transpdedncomendas e Comércio de Veic
Ltda, Servigos Graficos Ltdaand HK Consultoria e Participagcfefor providing passenger and luggage transportasenvices betwet
airports, transportation of express cargoes, ti@mtafpon of employees, graphic and consulting sesj respectively, with 1&onth maturit
terms without financial charges.

During the year ended on December 31, 2010, VRGgrEzed total expenses related to these servicesiaing to R$8,621 (R®,075 an
R$8,287for the year ended on December 31, 2009 and 2@8Bectively). All the entities previously mentionegelong to the same busin

group.
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Operational lease

VRG is the lessee of the property located at Ruadies, 246, Sdo PauloSP, owned by Patrimony Administradora de Bens,rotiatl by
Comporte Participagbes S.A., the contract for wieikpires on April 4, 2011, and which includes aiskof annual readjustment based ol
General Market Price Index (IGR) variation. During the year ended on December28,0, VRG recognized total expenses related 8
rental amounting to R$361 (R$428 and R$302 forthee ended on December 31, 2009 and 2008 respgitive

Commercial Agreement withnidas Rent a Car

In May 2009, VRG signed a commercial agreement wittidas Rent a Cara Brazilian car rental company, which provides &50%
discount toUnidas’ customers in the daily rental rates when they biaytravel tickets on flights operated by the sulmig VRG via it¢
website. The chairman of the Board of Directorshef Company, Alvaro de Souza, is also a membereobbard of directors dfnidas Rent
Car.

Accounts payabl— current liabilities

On December 31, 2010, balances payable to relaieganies amounting to R$230 (R$688 and R$281 orember 31, 2009 and 2C
respectively) are included in the suppliers' batsnand substantially refer to the paymerBteda Transportes e Servicos Sfér. passeng:
transportation services.

Payments to key management persc

12/31/10 12/31/09 12/31/08
Salaries and benefits 22,516 13,228 6,92¢
Social charges 6,833 4,111 3,62:
Share-based payments 24,743 3,430 3,59¢
Total 54,092 20,769 14,14¢

On December 31, 2010, the Company did not offet-pogloyment benefits, and there are no benefitbfeach of employment agreeme
or other long-term benefits for Management or otreployees.

Sharebased payments

The Company’s Board of Directors within the scopét®functions and in conformity with the Compasydtock Option Plan, approved
grant of stock options for key senior executiveagffs and employees. For the grants until 2008, offitions vest at a rate of 20% per year
can be exercised up to 10 years after the grast dat

Due to changes in the Stock Option Plan of the Gomis shares, approved at the Ordinary Sharehd\ieesing held on April 30, 2010, 1
the 2010 grants, the options become exercisablespect of 20% as from the first year, an addili@@®6 as from the second and
remaining 50% as from the third year. The optiondar this 2010 Plan also may be exercised withigelds after the grant date.

The fair value of stock options was estimated atgtant date using option-pricing model of Black&es.

The Board of Directors meetings date and the asSangputilized to estimate the fair value of thecst purchase options using the Black
Scholes option pricing model are demonstrated below

Stock option plans

2005 2006 2007 2008 2009 (a) 2010 (b)
Januar
Board of Directors meeting date December 9, 2004 2,2006 December 31,2006 December 20, 2007 February 4, 2009 February 2, 2010
Total of options granted 87,418 99,816 113,379 190,296 1,142,473 2,774,640
Option exercisable price 33.06 47.30 65.85 45.46 10.52 20.65
Fair value of the option on the grant date 29.22 51.68 46.61 29.27 8.53 16.81
Estimated volatility of the share price 32.52% 39.87% 46.54% 40.95% 76.91% 77.95%
Expected dividend 0.84% 0.93% 0.98% 0.86% - 2.73%
Risk-free return rate 17.23% 18.00% 13.19% 11.18% 12.66% 8.65%

Option duration (years) 10 10 10 10 10 10



(a) On April 2010 additional options were grantedaling 216,673 in addition to those approvedh®/ 2009 plan.
(b) On April 2010 additional options were approvetiling 101,894, referring to the 2010 plan.
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Changes in the stock options as of December 31) 284 shown as follows:

Average weighted

Stock options purchase price
Options in circulation as of December 31, 2008 366.987 48,05
Granted 1.142.473 10,52
Exercised (22.650) 10,37
Cancelled (420.783) 10,80
Options in circulation as of December 31, 2009 1,066,027 26.59
Granted 2,991,313 19.92
Exercised (162,934) 11.14
Cancelled (417,722) 26.71
Options in circulation as of December 31, 2010 3,476,684 20.56
Number of options exercisable as of December 309 320,438 29.04
Number of options exercisable as of December 31, 12D 955,975 22.88

The interval of the exercise prices and the avenaggirity of the outstanding options, as well asititervals of the exercise prices for the
exercisable options as of December 31, 2010, anersuwized below:

Options in circulation Options exercisable
Options in circulation as of Remaining weighted Weighted average Options exercisable as of Weighted average
Exercise price intervals December/2009 average maturity exercise price December/2010 exercise price
33.06 32,905 5 33.06 32,905 33.06
47.30 39,643 6 47.30 39,643 47.30
65.85 45,602 7 65.85 36,482 65.85
45.46 111,598 8 45.46 66,959 45.46
10.52 652,998 9 10.52 261,199 10.52
20.65 2,593,938 10 20.65 518,787 20.65
10.52-65.85 3,476,684 9.64 20.56 955,975 22.88

For the year ended on December 31, 2010, the Compeayistered in the shareholde®quity a result with stock options in the amoof
R$24,743 (R$4,540 and R$5,362 for the year endedecember 31, 2009 and 2008 respectively), bdiegeixpense presented in
consolidated statements of operations as labommsgse

F-30



GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise)

12. Earnings per share

Although, there are differences in voting rightsl diquidation preferences, the Companpreferred shares are not entitled to receivefizag
dividends. Rather, the preferred shareholders lureical rights to earnings and are entitled teiee dividends per share in the same arr
of the dividends per share paid to holders of tmaraon shares. Therefore, the Company understaatisstibstantially, there is no differel
between preferred shares and common shares abdgfweearnings per share calculation should bsahee for both shares.

Consequently, basic earnings per share are compyted/iding income by the weighted average nuntfeall classes of shares outstanc
during the period. The diluted earnings per shasecamputed including dilutive potential sharearfrthe executive employee stock opti
using the treasury-stock method when the effediligive. The effect antdilutive potential shares are ignored in calculgtililutive earning
per share.

12/31/10 12/31/09 12/31/08

Numerato
Net income (loss) for the ye 214,19 890,832 (1,239,347)
Denominator
Weighed mean of shares in circulation related

to basic earnings per share (in thousands) 268,56 227,472 202,301
Treasury shares - - (1,108)
Adjusted weighted-average shares outstanding feiclearnings per share (in thousands) 268,56: 227,472 201,193
Effects of options deductible
Executive option plan to purchase shares (in thudsa 39C 111 -
Adjusted weighed mean of shares in circulation pregumed conversions related to the
diluted earnings per share (in thousands) 268,95 227,583 201,193
Basic earnings (loss) per share 0.79¢ 3.916 (6,160)
Diluted earnings (loss) per share 0.79¢ 3.914 (6,160)

On December 31, 2010, the diluted profit per siweas computed by considering the instruments that Ima&e potential dilutive effect in t
future. On December 31, 2010 the exercise priceested stock options of the 2009 and 2010 plandaaver than the average mar
quotation of the period (in the money). The 20Gn@k in the money even when the vesting stoclonptexpenses are included in the exe
price.

On December 31, 2010 the total of 1,171,786 st@tions have dilutive effect (364,204 stock optionsDecember 31, 2009).

13. Property, plant and equipment

12/31/10 12/31/09
Annual weighted Accumulated
depreciation Cost depreciation Net value Net value
Flight equipment
Aircraft under financial leases 6% 2,553,145 (342,712) 2,210,433 2,021,083
Sets of replacement parts and spare engines 4% 778,679 (128,921) 649,758 548,411
Aircraft reconfigurations 20% 153,892 (66,900) 86,992 39,927
Aircraft and safety equipment 20% 1,287 (686) 601 682
Tools 10% 19,718 (5,253) 14,465 12,144
3,506,721 (544,472) 2,962,249 2,622,247
Property and equipment in use
Vehicles 20% 8,728 (5,419) 3,309 2,472
Machinery and equipment 10% 23,350 (7,606) 15,744 14,231
Furniture and fixtures 10% 17,895 (7,199) 10,696 10,183
Computers and peripherals 20% 37,542 (23,188) 14,354 13,686

Communication equipment 10% 2,665 (1,148) 1,517 1,365



Facilities
Maintenance center — Confins
Improvements in third-party properties

Work in progress

Advances for acquisition of aircraft

10% 4,363 (2,171) 2,192 2,652
7% 104,405 (11,245) 93,160 86,664
20% 31,568 (13,028) 18,540 23,265
- 15,546 - 15,546 10,050
246,062 (71,004) 175,058 164,568

3,752,783 (615,476) 3,137,307 2,786,815

- 323,661 - 323,661 538,898
4,076,444 (615,476) 3,460,968 3,325,713
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The movement in property, plant and equipment lzgamre shown below:

On December 31, 2008
Additions
Disposals
Depreciation
On December 31, 2009
Additions
Disposals
Depreciation
On December 31, 2010

Property, plant and
equipment under

Advances for

acquisition of property,

plant and equipment

financial leasing (a)  Other flight equipment (b) Other Total

1.308.562 595.265 969.554 137.724 3.011.105

823.943 53.090 122.758 44.832 1.044.603

(43.299) (75) (553.394) (340) (597.108)

(68.123) (47.116) - (17.648) (132.887)

2,021,083 601,164 538,898 164,568 3,325,713

381,078 200,543 293,239 29,926 905,130

- (2,740) (508,476) (297) (511,513)

(191,728) (47,151) - (19,139) (258,018)

2,210,433 751,816 323,661 175,058 3,460,968

(a) Refers to aircraft held under finance leases ageeésnin the total of R$2,210,433 net of depreamtim December 31, 20
(R$2,021,083 on December 31,2009).

(b) The disposals of prdelivery deposits correspond to the amounts retubyethe Boeing Co. at the time the aircraft iS\éekd to th
Company. These resources are used for the finapeipgent of respective credit lines for advanceafmeraft acquisition as descrit
in Note n°15, under the captions PDP.

14. Intangible assets

Balance on December 31, 2008
Additions
Amortizations

Balance on December 31, 2009
Additions
Amortizations

Balance on December 31, 2010

Airport operating

Goodwill (a) Trade names rights Software Total
542,302 63,109 560,842 44,067 1,210,320
i - - 31,431 31,431
- - - (9,966) (9,966)
542,302 63,109 560,842 65,532 1,231,785
- - - 58,512 58,512
- - - (23,120) (23,120)
542,302 63,109 560,842 100,924 1,267,177

(a) The goodwill arising on the acquisition of subsigi# RG on 03/28/2007.
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The Company has allocated goodwill and intangilsleets with indefinite lives, acquired through bassicombinations, for the purpc
of impairment testing to a single cash-generatimigjwhich is the operating subsidiary VRG.

The recoverable amount of the cash generatinghasitbeen measured on the basis of its valuesén-by applying cash flow projectic
based on the Company’s approved business planingvarfive-year period followed by the long-ternogth rate of 3%, The prax
discount rate applied to the cash flow projectisn20.46%.

The calculation of value-in-use for the cash geivggaunit is most sensitive to the following assuiops:

» Discounted free cash flow approach, baseduorent acquisition valuation model;

» Discount rates derived from the Company'’s \Wtgd average cost of capital, adjusted for the atafecific risks;

» Long-term growth rate which reflects the mark@nsensus on the business;

» Royalties flow stream that could be obtainexmhf licensing of an intangible asset to a thirdyan a transaction between non rel;
parties.

On December 31, 2010 and 2009, the impairmenbfegdodwill and other intangible assets resulteddrrecognition of losses.

15. Short and Long Term Debt

Effective average
interest rate (p,y,)

Maturity 12/31/10 12/31/10 12/31/09

Short term debt

Local currency:
Working capital Aug, 2010 2.68% - 160,000
BNDES loan Jul, 2012 8.66% 14,352 14,352
BNDES loan Safra Mar, 2014 11.46% 27,550 -
BDMG loan Jan, 2014 8.05% 3,376 2,800
Interest 19,721 3,309
64,999 180,461

Foreign currency (in U.S. Dollars):

Working Capital Aug, 2010 2.68% 83,803 -
Loan for advance for aircraft acquisiti®DP 1) Feb, 2010 - - 111,585
Loan for advance for aircraft acquisiti@DP 11) Dec, 2010 2.74% - 131,836
IFC loan Jul, 2013 4.15% 13,885 14,510
FINIMP Jun, 2011 2.69% 2,718 -
Interest 33,969 16,624

134,375 274,555
199,374 455,016
Financial Lease Dec, 2021 146,634 136,679
Total short term debt 346,008 591,695
Long term debt
Local currency:
BNDES Jul, 2012 8.66% 8,372 22,725
BNDES - intermediated by Banco Safra Mar, 2014 11.46% 70,934 -
BDMG Jan, 2014 8.05% 27,332 10,056
Debentures Sep, 2015 12.63% 593,870 374,045
700,508 406,826
Foreign currency (in U.S. Dollars)
IFC loan Jul, 2013 4.15% 27,77( 43,530
Senior bonus Apr, 2017 7.50% 347,50: 360,993
Senior bonus I Jul, 2020 9.25% 487,88 -
Perpetual bonus - 8.75% 297,94 310,079
1,161,102 714,602
1,861,610 1,121,428

Financial Lease Dec, 2021 1,533,470 1,420,739




Total long term debt 3,395,080 2,542,167
3,741,088 3,133,862
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The due dates of long-term debts for the next peras follows:

After
2012 2013 2014 2015 2015 Total

Local currency:
BNDES loan 8,372 - - - - 8,372
Loan — Safra 28,89¢ 28,89¢ 13,13¢ - - 70,93¢
BDMG and BDMG Il loan 3,27% 6,381 4,392 4,11¢ 9,16¢ 27,33
Debentures - - - 593,87( - 593,87

40,54+ 35,28( 17,53( 597,98¢ 9,16¢ 700,508
Foreign currency (Dollars):
IFC 13,88¢ 13,88¢ - - - 27,77
Senior bonus | - - - - 347,50: 347,50
Senior bonus Il - - - - 487,88° 487,88
Perpetual bonus - - - - 297,94 297,944

13,88¢ 13,88¢ - - 1,133,33 1,161,102
Total 54,42¢ 49,16¢ 17,53( 597,98 1,142,49 1,861,610
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Working capital
On December 31, 2010, the Company had USD50,00@a¢qnt to R$83,803 (R$160,000 on December 31, pG@tated to working capit

credit lines with a financial institution. The Coany also contracted a swap operation, changingfteetive cost of the loan to 118% of CDI-
over, in local currency (10.89% on December 31,2009

BNDES loan (Direct)

On July 31, 2006, the Company contracted with BNOBifect with the main goal of expansion of theiliies of Confins Maintenanc
Center, purchase of domestic equipment and matetie acquisition of national software, customizabf software made in the country i
technical and managerial staff, aimed at increasénmarket share in civil aviation. The weighteei@ge rate for this loan in local currenc
December 31, 2010 was 8.66% (8.90% on DecembeP(®19). On December 31, 2010 the amount includecuiment liabilities and non-
current liabilities was R$14,352 and R$8,372 (R$%2,and R$22,725 on December 31, 2009). The loguires as a guarantee, b
certificate deposits with minimum amount of R$8,08ported as restricted cash.

BNDES loan-intermediated byanco Safra

On March 31, 2010, VRG contracted wiBanco Safraa credit line amounting to R$44,436 with fundsnirdhe Banco Nacional c
Desenvolvimento Econémico e Sc (BNDES), via its indirect transfer program “Finarivderniza BK”. The funds will be aimed at t
modernization of turbines in specialized Brazilimaintenance centers. The loan term is 48 months, avimonth grace period and w
capital to be amortized monthly, The monthly paytradrinterest is computed based on TJLP plus 5.8%ypar. On December 31, 2010,
company has no assets given as guarantee forréu line.

On May 26, 2010, VRG received froBanco Safrahe amount of R$23,000 related to the secondgidtte credit line with funds from t
Banco Nacional de Desenvolvimento Econdmico e £ (BNDES), via its indirect transfer program “Finatdederniza BK”.The loan term |
48 months, with maturity date in May, 2014 with émths grace period and capital to be amortized htpnThe monthly payment of inter
is computed based on TJLP plus 5.5% per year.

On September 27, 2010, R$ 33,705 was released ® atBanco Safravhich is the third part of the line of credit wittinds from theBancc
Nacional de Desenvolvimento Econdmico e S (BNDES) through its program indirect transfer "&ime modernizes BK". The lo
collection has a term of 48 months expiring in $egier 2014, with 6 months grace period and morghihcipal amortization. The montt
payment of interest is calculated based on the Tplu® 5.5% per year. On December 31, 2010, the ahregorded in current liabilities a
non-current liabilities was R$27,550 and R$70,984pectively.
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BDMG loan

On February 29, 2010, VRG received funds from BD@dnco de Desenvolvimento de Minas Gerais) amognitirR$20,000, which will
also used in the financing for the expansion of Alireraft Maintenance Center at the Confins Intéioreal Airport in Minas Gerais and t
construction of the Brake maintenance center, &mt@t Tancredo Neves International Airport in Laggenta, Minas Gerais. The total |
term is eight years with 3@wonth grace period and interest computed by usiegRCA (National Price Index Consumer) variatienbasi
plus 6% per year. The loan is amortized monthlyr ®@@months. The financing requires a certificetbank deposit as guarantee amountir
least to R$26,500 reported as restricted cash. &eiber 31, 2010, the amount included in currailiies and noncurrent liabilities w
R$3,376 and R$27,332 (R$2,800 and R$10,056 on Dis=e8i,2009).

FINIMP loan

On December 31, 2010, VRG had a loan of R$2,7180J&65) from the Banco do Brasil. The funds aretfar financing of the import
parts and aircraft components. The loan has a ¢érome year and the amortization of both princigadi interest maturity date is on June
2011. The interest rate of this operation is LIBAIRs 1.5%.

IFC loan

In June 2006, the Company through its subsidiaryGYRigned a floating rate guaranteed loan fromlitiernational Finance Corporati
(IFC) in the amount of R$108,000 (USD50,000). Ttwnl is being used to purchase spare parts andoiting capital. The loan has a tern
six years with interest calculated at LIBOR plu87b% p.y. and is guaranteed by a pledge on pad®guipment in the amount of R$7,:
(USD4,167) within a 6 months period. In July 2008 Company renegotiated the contract by modifyiregdebt interest rate of Libor p
1.875% p.y. to LIBOR plus 3.75% p.y.. On Decembgy 2010, the balance included in short and lonm tetas R$13,885 and R$27,"
(RS14,510 and R$43,530 at December 31, 2009).

Debentures

On September 30, 2010, the Company approved thénhfpublic issue of 600 debentures convertible Bitares in a single series issuel
VRG and guaranteed by the Company, and withouatmshl at par value of R$1,000, totaling R$ 600,000s issue is intended to prepay
third issue which occurred in May 2009 and prowiaie working capital needs of VRGhe issuance costs were R$6,453, which compris
net amount of R$593,54The maturity of the bonds is five years from ttatedof issuance and its repayment will be entireognized o
September 30, 2015. The debentures are paid atexest rate of 118% of CDI. On December 31, 2@®amount recorded in long term ¢
was R$593,870 (R$374,045 on December 31, 2009).

This issue is subject to early redemption in whaian part by the issuer at any time at its disoretwith a premium payment of 1.:
calculated as determined by its legal instruments.

Senior Bonds
On March 22, 2007, the Company through its subsidiénance, issued senior notes totaling R$463(&4D225 million) guaranteed by 1
Company and VRG. The senior notes maturity date 217, with interest at 7.50% p.y.. The fundsediare being used to finance the pr

payments for purchase of aircraft in addition tonowsources and bank loans obtained by US Exim Baakantee. On December 31, 2!
the balance recorded in long term debt was R$327&hior bonds 1) (R$ 360,993 at December 31, 2009
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On July 13, 2010, the Company through its subsidinance, raised funds through the issuance dgbs@otes denominated in US doll
amounting to R$525,510 (USD $ 304llion) on the day of collection, with maturity @ain 2020, interest of 8.50% p.y. and guaranteethé
Company and VRG. The issuance costs were R$12y@86h comprise the net captured amount of R$512,8iB net proceeds were use
pay debt maturing in the next three years. Theosdmnds may be redeemed at face value after #arsyfrom the date of issuance.
December 31, 2010, the amount recorded in long tkint was R$487,887 (senior bonds II).

Perpetual Bonds

On April 5, 2006, the Company, through its subsidiBinance, raised funds by issuing perpetual bat@®ominated in U.S. dollars witl
nominal value of R$ 426,880 (USD200 million) withagantees by the Company and VRG. The perpetuaknwtve no fixed final matur
date and can be redeemed at face value after &@esyof issuance, bearing interest at 8.75% phe.flinds raised are being used to fini
purchase of aircraft in addition to own resourced bank loans guaranteed by the U.S. Exim Bank.D@oember 31, 2010, the amac
recorded in long term debt was R$297,944 (R$310a8d T®cember 31, 2009).

Fair values of senior and perpetual bonus, on Dbeer31, 2010, reflecting the frequent readjustmaiimarket quotations of the
instruments, based on the exchange rate in effetit@balance sheet closing date, are shown below:

Consolidated
Book Market
Senior notes (I and II) 835,389 896,280
Perpetual bonus 297,944 323,943

Finance leases

Future payments for considerations of leasing eatdrare established in U.S. Dollars, on Decemter2810 and December 31, 200¢
follows:

12/31/10 12/31/09
2010 - 207,877
2011 227,174 206,823
2012 227,174 204,907
2013 227,174 204,053
2014 227,174 204,053
2015 219,576 204,053
Beyond 2015 935,450 771,817
Total of minimum lease payments 2,063,722 2,003,583
Less: total interest (383,618) (446,165)
Present value of minimum leasing payments 1,680,104 1,557,418
Less: short-term installment (146,634) (136,679)
Long-term installment 1,533,470 1,420,739
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The discount rate used to calculate the presenewaithe minimum leasing payments is 6.23% on bbes 31, 2010 (6.64% on December
31, 2009). There are no significant differencesvieen the present value of minimum leasing paymemdsthe market value of these financial
liabilities.

The Company extended the maturity date of finandorgsome of its aircraft leased during 15 yeass,ubing the SOAR (mechanism
extending the amortization and financing paymetrtycsure, which enables performing calculated drawmaks to be made for settlement
payment in full at the end of the leasing contr@at. December 31, 2010 the value of withdrawalsqueréd for the integral payment on
expiration date of the leasing contract is R$37 @0%24,617 on December 31, 2009).

Restrictive covenants

The Company has restrictive covenants in loan ageats with the following financial institutions: @; BNDES, Banco do Brasilanc
Debentures.

The Company complied with the minimum parametetaagiln all financial institutions required for thiedexes for the year ended Decen
31, 2010.

16. Advance ticket sales

On December 31, 2010, the balance of advance tisltlets in current liabilities of R$517,006 (R$56,3on December 31, 2009)
represented by 2,270,720 tickets sold and notsed with 95 days of average term of use (96 dayBemember 31, 2009 ).

17. Smiles deferred revenue

Since the VRG’s acquisition, the Company has aagédeprogram denominated Smiles (“Smiles Prograifti)s program consists in t
reward of mileage credits, though the accumulatibmileage credits by the passengers, to use fditiadal travel. The obligations assun
under the frequent flyer program, (“Smiles Programére valued at the VR&’acquisition date at estimated fair value thatesgnts th
estimated price that the Company could pay tord fhérty to assume the mileage obligation expeitduk recovered on the mileage program

On December 31, 2010, the balance of Smiles defeeneenue is R$26,200 and R$181,456 classifiedarctirrent and noaourrent liabilities
respectively (R$92,541 and R$221,414 on Decembe2(®19 and R$90,043 and R$262,626 at DecembelOBB, Pespectively).

18. Advances from customers

On September 30, 2009, the Company, via its surgidiRG, completed a partnership wBtanco Bradesco S.AandBanco do Brasil S.A.
with an operational agreement for issuing and miaigagredit cards in the “co-branded” format, rethte thepurchase of miles of the milez
program, access rights and utilization of the pragcustomers database, and plus an additional loaseariable remuneration conditionec
the right to access and use of customer creditsdaydfinancial institutions and participation iretbilling registered in respect of the iss
cards for the term of 5 years, totalizing approxehaR$481 million.
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On December 31, 2010, the balance reported in dvarees from customers caption in the current llteds, related to this agreeme
corresponds to R$16,484, and R$33,262 in non-culigddilities.

On July 27, 2009, the Company, through its whollyaed subsidiary VRG signed a commercial agreemétht the Travel Operator a
Agency CVC Tur Ltda, (“CVC")during 6 months, and amounting to R$50,000, to kentite sale of air travel tickets for flights opiech by
VRG, which was extended by an amendment, This amentiwas replaced by the commercial agreement gigneJune 08, 2010 in t
amount of R$50,000, to enable the sale of natiandlinternational charters. On December 31, 20#®palance reported in the advance
customers in the current liabilities, related ts tgreement is R$8,097.

19. Tax obligations

12/31/10 12/31/09

PIS and COFINS 83,857 63,971
REFIS 38,166 38,166
IOF 125 13,415
IRRF on wages and benefits 20,895 8,85¢
CIDE 354 4,59:
ICMS 3,581 2,121
Import tax 3,712 2,45¢
Others 7,222 12,343

157,912 145,919
Current 58,197 57,277
Non-current 99,715 88,642

PIS and COFINS

With the start of the system of nemmulative taxation in the calculation of the PL&W no.10637/02) and COFINS (Law no. 10833/03)
subsidiary VRG has implemented these rules as agljuestioning the rate application for calculatihgse contributions. The provis
recorded in the balance on December 31, 2010drathount of R$83,857 (R$63,971 on December 319)2id@ludes the portion not pa
monetarily restated by the SELIC rate. There adécjal deposits in the amount of R$66,963 (R$48,%h December 31, 2009) to ensure
suspension of the tax credit.

Adherence to the Program of Subdivision of Fed€axies (REFIS)

On November 30, 2009, the Company and its subgidM&G filed its adherence to the Program of Sulsidri of Federal Taxes (REFIS),
provided in Law no. 11941 of May 27, 2009, inclugliall of its debts with the Receita Federal do Brasd Procuradori&eral da Fazen
Nacional (Brazilian IRS), maturing through NovemBe@r 200€

The management decided to pay the debts of R$1I@&ated to GLAI and R$35,012 related to VRG in iB86tallments. This payme
method offers reductions of 60% of the specifiefifor late payment charges, 25% of interest and 20%#es, reducing the value of deb
R$10,257 and R$27,909 for GLAI and VRG, respectivel
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The debts consolidation is scheduled for June, 28&dording with the resolution PGFN/RFB no. 2/2044d upon such consolidation
Company and its subsidiary VRG will use part ofithax credits relating to tax loss carryforwardssocial contribution to settle amou
related to interest and penalties amounting to G&#8land R$9,032 for GLAI and VRG, respectively.

20. Provisions

Insurance Onerous contracts
provision Aircraft return Litigation Total
Balance on December 31, 2008 139.409 102.61! 8.250 72.323 322.597
Additional provisions recognized - 13.113 2.080 13.000 28.193
Utilized provisions (96.777) (95.936) - (13.469) (206.182
Reversal - - - (1.515) (1.515)
Balance on December 31, 2009 42,632 19,792 10,33( 70,339 143,093
Additional provisions recognized 70,373 37,733 - 18,842 126,948
Utilized provisions (81,935) (24,237) (445, (18,545) (125,162
Balance on December 31, 2010 31,070 33,288 9,885 70,636 144,878
On December 31, 2009
Current 42,632 19,792 3,835 - 66,259
Non-current - - 6,495 70,339 76,834
42,632 19,792 10,33( 70,339 143,093
On December 31, 2010
Current 31,070 21,228 3,669 - 55,967
Non-current - 12,060 6,216 70,636 88,911
31,070 33,288 9,885 70,636 144,878

Insurance provision

The Management keeps insurance coverage in amooamsgdered necessary to cover any claims, in vietiveonature of the Comparsyasse:
and the risks inherent in its operating activitiesth due heed being paid to the limits set in tbase agreements, in compliance '
provisions of the Law n20744/03. In 2009 the balance also included promssrelated to the accident of an aircraft durirgg Arlines Flight
1907 on September 29, 2006 and amounts payabdréoaft insurance.

Aircraft returns

The aircraft return costs includes provisions tog tnaintenance to meet the contractual return tiondion engines held under opera
leases

Onerous contracts

On December 31, 2010, the Company recorded a poovisf R$9,885, with R$3,670 classified in currdiabilities and R$6,216 in non-
current liabilities (R$10,330 on December 31, 20f@®)onerous operating lease contracts related Boging 767300 aircraft that are out
operation and are maintained under operating led$esprovision represents the present value ofuhee lease payments that the Comj
is presently obliged to make under non-cancelab&raus operating lease contracts, less revenuetexpw be earned on the leaseluding
estimated future sulease revenue, when applicable. The assumptiongidgemental estimates and the liquidation of thHemssactions ms
result in values significantly different from thaported by the Company. The term of the leaseractstranges from 2 to 4 years.
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Litigation

On December 31, 2010, the Company and its submdiare involved in judicial lawsuits and admirasitre proceedings, totaling 15,¢
distributed as follows: 8,756 civil claims, 1,37@nainistrative proceedings and 5,747 labor claimesluiding 65 civil and labor administrati
proceedings.

The civil lawsuits are primarily related to compatien claims generally related to flight delaygtit cancellations, baggage loss and dan
The labor claims primarily consist of discussioelated to overtime, hazard pay and pay differestial

The lawsuits are classified into Operation (thosisireg from the normal course of operations) anacgsgsion (those arising from
application for recognition of succession by olfigas of the former Varig S.A.). According to thlikassification, the quantity of processes
as follows:

Operation Sucession Total
Civil judicial 8,087 66¢ 8,756
Civil administrative 1,347 32 1,379
Labor judicial 1,391 4,356 5,747
Labor administrative 63 2 65
Total 10,888 5,059 15,947

The estimated provisions related to civil and ladits with probable loss risk are shown below:

12/31/10 12/31/09
Civil 29,786 35,524
Labor 40,850 34,815
70,636 70,339

Provisions are reviewed based on the evolutioh®frocesses and history of losses through thertusest estimate for labor and civil cases

There are other suits evaluated by Management gridwyers as possible risk, in the estimated amafiriR$10,681 for civil claims a
R$7,530 for labor claims on December 31, 2010 (R¥53land R$1,731 on December 31, 2009 respectjviely)vhich no provisions ha
been recorded.

The Company is involved in 4 labor claims in Franesulting from debts of the former Varig S.A..rihg the year ended on December
2010, the Company had a favorable decision (decismm trial court) in terms of nosdccession. The value involved in the discussiani
provided) is approximately R$4,676 (correspondmg§2,1 million).

The Company is challenging in court the VAT (ICM&)ies on aircraft and engines imported under aftdeases without purchase option
transactions carried out with lessors headquarterefbreign countries. The Company’s managementetstends that theseansaction
represent simple leases in view of the contraaibbidjation to return the assets that are the stibjethe contract.
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The estimated aggregated value of the judicialudepin progress related to nohargeable of ICMS tax on the above mentioned itspie
R$193,173 on December 31, 2010 (R$210,164 on Deeefith 2009) monetarily adjusted, and not includangears interest. Based on
evaluation of the subject by its legal counselord supported by suits of the same nature judgear&y to the taxpayers by the High C¢
(STJ) and Supreme Federal Court (STF) in the seqaader of 2007 the Company understands that esaoicloss are remote, and thus
not make provisions for the amounts.

Although the result from these suits and proceedoannot be forecasted, and based on consultatiade with its external legal counsel
the Company understands that the final judgmenhefe suits will not have any relevant adverseceffe the financial position, operat
results and cash flows of the Company.

21. Shareholders’ equity

a) Capital stock

On December 31, 2010, the capital of the Compamgpsesented by 270,336,668 shares, with 137,082;@81mon shares ari83,303,93
preferred share§.he Fundo de Investimento em Participa¢des Volpteviously named Fundo de Investimento em Pad@ps ASAS)
the Companys controlling fund which is equally controlled bystantino de Oliveira Janior, Henrique Constantilmaquim Constantil
Neto and Ricardo Constantil

Shareholding composition is shown below:

12/31/10 12/31/09
Common Preferred Total Common Preferred Total

Fundo Vollut: 100.00% 26.98% 63.99% 100.00% 26.96% 63.64%
Others - 1.42% 0.70% - 1.57% 0.78%
Treasury shar - 0.34% 0.17% - 0.34% 0.17%
Alliance Bernstein L.P. - 6.38% 3.15%
Free float - 64.88% 31.99% - 71.13% 35.41%

100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

The authorized capital stock on December 31, 28 R%¥# billion. Within the authorized limit, the Cpany can, with approval by the Boarc
Directors, increase the capital stock independeaftitatutory reform, by issuing shares, withowds@rving the proportion among the diffe
kinds of shares. The Board of Directors will defthe issuance conditions, including price and paitbrm.

At the discretion of the Board of Directors, thghti of preference can be excluded, or the termbeareduced for its exercise, in the issui
of preferred shares, when placement of which isemrtgdoffers in the stock exchange or public subpsion, or also by exchange of share!
a public bid for a shareholding acquisition, unther terms provided in the legislation. The iss@aotbeneficiary shares is prohibited ur
the terms of the Company social statutes.

Preferred shares do not have voting rights, exicethte case of specific facts provided by the latvese shares have preference in respe
priority in capital reimbursement, without premiwand right to be included in a public bid as a resticontrol divestiture based on the si
price paid for the share of the control block, Bgwring dividends at least equal to the commonesh#m addition, the Differentiated Corpoil
Governance Practicesl-evel 2 of BM&FBOVESPA, provides the concessiornvofing rights to preferred shareholders in subjeelsted ti
corporate restructuring, mergers and transactiotisrelated parties.
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During the year ended on December 31, 2010 there the following capital increases:

Date Amount Type
February 2 (i) 306 Stock Options
March 11 (ii) 83 Stock Options
May 5 (iii) 119,066 Private shares issue
May 5 (iv) 82 Stock Options
August 9 (v) 65 Stock Options
September 2 (vi) 7 Stock Options
November 9 (vii) 861 Stock Options
December 20 (viii) 348 Stock Options
December 29 43 Stock Options under approval
Total 120,861

During the meeting of the Board of Directors cortddmon February 02, 2010, it was deliberated arease of capital stock $540
by issuing of 52,182 preferred shaegssing from the exercise of options to purchdsees granted under the option plan, for whicl
amount of R$234 was increased during the perioéeot December 31, 2009.

During the meeting of the Board of Directors cortddocon March 11, 2010, it was deliberated an irseresd capital stock by R$83,
issuing of 7,980 preferred shares arising frometkercise of options to purchase shares granted tinel@ption plan.

During the meeting of the Board of Directors cortddoon May 5, 2010, it was deliberated an incredsapital stock in the amount
R$119,066, with the issuance of 4,883,756 shar@38376 common shares and 1,050,680 preferreéshal of them nominativ
registered, without nominal value. The issuanceegpaf common and preferred shares was establishbéing R$24,38 per comrr
and preferred share, established based on thetmuotd shares issued by the Company in Bolsa der¥s, Mercadorias e Futul
(Future Exchange - “BM&FBovespa”), on May 5, 2010.

During the meeting of the Board of Directors cortddcon May 5, 2010, it was deliberated an incredsgapital stock by R$82, |

During the meeting of the Board of Directors cortddoon August 9, 2010, it was deliberated an irses capital stock by R$65,

During the meeting of the Board of Directors cortddamon September 2, 2010, it was deliberated arase of capital stock by R$7,

On November 9, 2010, the Board of Directors appdoa capital increase of R$861, by issuing of 73 @ferred shares arising fr

iv.
issuing of 7,750 preferred shares arising frometkercise of options to purchase shares granted timel®ption plan.
V.
issuing of 6,011 preferred shares arising frometkercise of options to purchase shares granted tinel@ption plan.
vi.
issuing of 660 preferred shares arising from ther@ge of options to purchase shares granted uhedeption plan.
vii.
the exercise of options to purchase shares grameer the option plan.
viii.

On December 20, 2010, the Board of Directors apgdde capital increase of R$348, by issuing 05424 preferred shares aris
from the exercise of options to purchase sharaggulaunder the option plan.
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As a result, the capital of the company was in@éds R$2,315,655, representing 270,336,668 shiaeésy 137,032,734 common shares
133,303,934 preferred shares.

On June 09, 2010 it was announced that the shalehalliance Bernstein L,P, and its affiliate AXAJdestment Managers acquired 8,748
preferred shares issued by the Company totaling%,6f the preferred shares. This acquisition iategl to a minority investment which |
not changed the control composition neither theiattnative structure of the Company.

The quotation of Gol Linhas Aéreas Inteligented. Shares’on December 31, 2010, in the Sao PaulekSExchange -BOVESPA
corresponded to R$25,10, and US$15,38 in New YdtoklSExchange NYSE. The book value per share on December 31, 20R$10,8:
(R$10,71 on December 31, 2009).

b) Retained earnings

According to Brazilian corporate law and to the Qamy’s bylaws, the Company is required to maintaitbegal reserveto which it mus
allocate 5% of its net income of the period, after realization of accumulated losses, accordirgytiole 193 of Law no. 11638/07, limitec
20% of capital. On December 31, 2010, the legadreswas constituted by the amount of R$10,710thadbalance on this same dat
R$49,833 (R$39,123 on December 31, 2009).

c¢) Dividends
The Companys bylaws provide for a mandatory minimum dividenddommon and preferred shareholders, in the agtgetf at least 25%
annual net distributable income determined in ataoce with Brazilian corporation law which permtit® payment of cash dividends c

from current net income and certain reserves reigidtin the Company’s statutory accounting records.

On April 16, 2010 the Company paid dividends in @&heount of R$185,839 according to the meeting eBbard of Directors dated on Ma
11, 2010, related to the year ended on Decembet(RIB.

For the year ended December 31, 2010, the Comgastgtutory financial statements prepared under@¥RAP presented net income
R$214,197 (R$890,832 on December 31, 2009).

The adjusted net income to determine the proposgédetids was calculated as follows:

2010
Net income for the ye 214,197
(-) Legal reserve constitution (5%) (10,710)
Adjusted net income to determine the mandatory mimn dividend 203,487
Proposed dividends (25%) 50,873
Dividend per share 0.19

d) Treasury shares
On December 9, 2009, the Board of Directors apptdbhe cancellation of 1,119,775 preferred sharemtaiaed in treasury, amounting

R$29,293 and recorded in the reserve account, @ereer 31, 2010, the Company has 454,425 treabangs totaling R$11,887, witt
market price of R$11,792 (R$11,887 at a marketepoicR$11,851 on December 31, 2009).
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e) Sharebased payments

For the years ended on December 31, 2010, 2002008, the Company recorded expenses with dhased compensation amountin
R$24,743, R$4,540 and R$5,362 respectively, wighethtry in the statement of income in personnel cos

f) Other comprehensive income

The adjustment based on the fair value of finanolastments classified as available for sale,tAedinancial instruments designated as
flow hedge are recognized in the Equity Valuatiogjustments caption, net of tax effects, until tletcacts’ expiration. The balance
December 31, 2010 corresponds to a gain of R$1X@HiB of R$818 on December 31, 2009 and loss 4BRAY 3 at December 31, 2008).

22. Sales Revenue

a) The net revenue for the year is composed &l

12/31/10 12/31/09 12/31/08
Passenger transportation 6,500,78 5,076,886 6,131,170
Cargo transportation and other revenues 802,63: 948,49t 537,411
Gross revenue 7,303,411 6,297,929 6,668,581
Related taxes (323,969) (272,547) (262,388)
Net revenue 6,979,44 6,025,382 6,406,193

The revenue amounts are net of certain taxes,dimgustate taxes and other federal and state talkieh are collected from the customers
transferred to the appropriate governmental estitie

b) Revenue by geographical segment is shown below:

12/31/09 % 12/31/08 %
12/31/10 % (Unaudited)
Domestic 6,548,06! 93.8% 5,661,101 94.0% 5,938,118 92.7%
International 431,37t 6.2% 364,281 6.0% 468,07! 7.3%
Net revenue 6,979,44 100.0% 6,025,382 100.0% 6,406,193 100.0%

23. Commitments

The Company signed a contract with Boeing for ttguésition of aircraft. On December 31, 2010 thame 100 firm orders, 10 purchase ri
and 40 purchase options granted in ©barging mode. The approximate value for firm osderot considering the contractual discoun
R$16,427,824 (corresponding to US$9,859,455). Tmneitments for purchase of aircraft include estiorat for contractual price increa
during the construction phase.

Within a year, advances will be made for 19 aitgrahich are scheduled for delivery until Decemi813. On December 31, 2010 tF
advances represent commitments in the amount of9R3880.

The portion financed by long-term debt, guarantegdhe aircraft, by the U.S. Ex-Im Bank (“Exim&prresponds approximately to 85%
total cost of the aircraft. Other agents finanaedbquisitions with percentages equal or abovepisentage, reaching up to 100%.
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The Company is making payments related to the attouis of aircraft by using its own funds, loanash generated in operations, sharte

medium-term credit lines, and financing from thelier.

The following table provides a summary of the compa payments under aircraft purchase commitmetrieaember 31 of each year:

After
2011 2012 2013 2014 2015 2015 Total
Pre-delivery deposits for flight equipment 191,170 401,956 478,754 444,057 360,904 67,038 1,943,880
Aircraft purchase commitments 882,928 386,033 2,107,445 3,380,662 2,944,649 6,726,108 16,427,824
Total 1,074,098 787,989 2,586,199 3,824,719 3,305,553 6,793,146 18,371,704

The Company leases its entire fleet of aircrafteural combination of operating and finance leasesD&cember 31, 2010, the total fleet
comprised of 125 aircraft, including 86 operatioleasing and 39 registered as financial leasing. Chmpany has 33 aircraft with finan
leasing with purchase options. During the year dnale December 31, 2010, the Company received 6aftifcased on financial leasing,

returned 5 737-300 aircraft, 3 737-300 aircraft trete are 4 737-300 aircraft in the processe®ibigoreturned.

a) Operating leases

Future payments of notancelable operating leasing contracts are desidnatU.S. Dollars, and on December 31, 2010, tbétigations ar

shown below:

12/31/10 12/31/09
2010 - 515,93
2011 222,89: 489,65
2012 224,341 466,31
2013 225,84 402,49
2014 226,79: 245,79
2015 221,48t 134,58.
Beyond 2015 984,36t 243,79:
Total minimum leasing payments 2,105,720 2,498,571

b) Saleleaseback transactions

On December 31, 2010 the Company had amounts ofcsB$7and R$23,495, respectively, reported in “othigligations”in curren
liabilities and non current (R$7,172 and R$29,653D@cember 31,2009), related to gains with ssdseback transactions made b
subsidiary GAC Inc. in 2006, related to eight 303 Next Generation aircraft. This gain is beinfeded proportionally to the montt

payments of the respective leasing contracts acuptd the contractual term of 124 months.

On this same date, the Company had amounts of R$&8d R$54,201 reported in “prepaid expengegurrent and non current ass
respectively (R$9,373 and R$63,574 on Decembel089,2nd R$7,172 and R$36,825 at December 31, 2(#8)d to losses with sale-
leaseback transactions made by its subsidiary G&Cduring the years of 2007, 2008 and 2009, rélatenine aircraft. These losses
being deferred and amortized proportionally tortienthly payments of the respective leasing cotdraccording to the contractual te

of 120 months.

F-46



GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise)

Additionally, in the year ended December 31, 2ahe, Company recognized gains of R$17,765 and lassB$3,155 registered in t
income statement. According to the calculationdgam and losses with saleaseback transactions, these results could ndefered
because they are not compensated for by future le@gments at below market price.

24. Financial instruments

The Company and its subsidiaries have financiatasmd liabilities operations and these are pgigriamposed of derivative financial
instruments.

The financial derivative instruments are used agrthee hedging against the risks inherent to theaijms. The Company and its subsidia
consider fuel price, exchange rate and interessras the most relevant risks, as well as thetcrisli associated with its operations. Tt
risks are mitigated by using exchange swap deviggtiU.S. dollar futures contracts and oil and ddar options.

The Management conducts a formal guideline wheni@dtering its financial instruments, observing Risk Management Policy which
periodically defined by the Financial Policies aRisk Committee, submitted to the Board of Directofbe Committee sets forth
guidelines and limits, monitors controls, includitige mathematical models adopted for a continuoasitering of exposures and event
financial effects and also prevents the executfdimancial instruments speculative operations.

The earnings from these operations and the apiolicaf risk management controls are included inGloenmittees monitoring and these he
been satisfactory in relation to the objectivegpsed.

The fair values of financial assets and liabilittdshe Company and its subsidiaries are estaldiifi®ugh information available on the ma
and according to valuation methodologies.

Most of the financial instruments for the purpo$emtecting against fuel and exchange rate riskwige scenarios with low probability
occurrence, and thus have lower costs when competbdther instruments with higher probability @fcurrence. Consequently, in spitt
the high correlation between the object protected the derivative financial instruments contractadsignificant part of the operatic
provides ineffective results upon their liquidatierhich are presented in the tables in this note.

The breakdown of the consolidated accounting balsrand the categories of financial instrumentsuited in the balance sheet a:
December 31, 2010 and 2009 is identified below:

Measured at amortized

Measured at fair value through profit Measured at amortized Cost but not through profit and loss
and loss cost (a) (Assets available for sale)

12/31/10 12/31/09 12/31/10 12/31/09 12/31/10 12/31/09
Assets
Cash and cash equivalents 1,955,858 1,382,408 - - - -
Financial investments - - - - 22,606 40,444
Restricted cash 34,500 26,084 - - - -
Losses on derivatives operation 3,600 24,113 - - - -
Accounts receivable - - 303,054 519,308 - -
Other receivables - - 50,425 60,287 - -
Liabilities
Loans and financing - - 3,741,088 3,133,862 - -
Suppliers - - 215,792 362,382 - -
Gain on derivatives operations 1,646 - - - - -

(a) Considering the short term between the issudateand the maturity of the financial instrumenesasured at amortized cost, the Company understhattheir fair values are similar to
book values.
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1) Risks

The operating activities expose the Company ansuitsidiaries to the following financial risks: rker (including exchange risk, inter
rate risk and fuel price risk), credit and liguidiisks. The Company’ risk management program aims at mitigating pakatvers
effects of operations on its financial performance.

The Companys decisions on the portion of its exposure to ldghkd against financial risk, both for fuel consuimptand for exchang
and interest rate exposures, consider the riskdhadde costs. The Company does not usually corteaiging instruments for the wh
of its exposure, and thus is subject to the portibmisks resulting from market variations. The tpmr of exposure to be protectec
determined and reviewed quarterly in compliancé Wit strategies determined in the Risk Policiem@dtees.

The relevant information relating to the main rigkat affect the Company operations are detail€dlbasvs:

a) Fuel price risk

On December 31, 2010 fuel expenses accounted f88/36f costs. The aircraft fuel price fluctuateshbim the short and in the lo
term, in line with crude oil and by products priggiations.

In order to mitigate the fuel price risk, the Compa&ontracts crude oil derivatives and possiblyitproducts. On December 31, 2(
the Company only used option agreements.

Fuel hedge operations are contracted with low ndg&d banks (S&P and Fitch rating A+ on averagdhey are executed at NYME
and are registered at CETIP (OTC Clearing House)raing to Resolution 3.833/2010 of the Braziliandtary Council.

b) Exchange rate risk

The exchange rate risk derives from the possibdityunfavorable fluctuations of foreign currencieswhich the liabilities or tF
Company’s cash flows are exposed. The Company'®sKp to the foreign currency risk mainly derivesnf foreign currency-
denominated leasing and financing as detailedercttart below.
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The Companys revenues are mainly denominated in Reais, eXoe@ small amount in U.S. dollars, ArgentineangsgsArubal
Florin, Bolivian peso, Chilean peso, Colombian pé&araguay guarani, Uruguayan peso, Venezueladr@mong others.

In order to mitigate the exchange rate risk, then@any contracts the following currency derivatividsS. dollar futures and options
BM&F-BOVESPA. These operations may be executed bpms of exclusive investment funds, as describédeérCompanys Risl
Management Policy.

In July 2010, the Company contracted new derivathsruments with maturities of 90 days, theseruments were carried
protection for the financial leasing contracts irfSUDollars, reported as liabilities. For this gaiton, the Company has designatec
derivative contracts as hedges of fair value.

Below, the Company'’s foreign exchange exposure ecebhber 31, 2010 and 2009:

12/31/10 12/31/09
Assets
Cash, cash equivalents and short term investments 218,909 139,28
Deposits in guarantee for leasing contracts 127,963 251,716
Advance expenses for leasing 33,322 35,45
Others 14,679 66,82!
Total assets 394,873 493,279
Liabilities
Foreign suppliers 27,831 30,07°
Short and long term debt 1,371,323 989,15
Financial leasing payable 1,639,981 1,557,41
Other leases payable 37,407 38,70¢
Other U.S. dollar liabilities 46,435 38,15(
Total liabilities 3,122,977 2,653,511
Exchange exposure in R$ 2,728,104 2,160,231
Obligations not registered in balance
Future obligations resulting from operating leases 1,943,880 2,498,57
Future obligations resulting from firm orders &ircraft acquisition 16,427,824 12,565,03
Total 18,371,704 15,063,607
Total exchange exposure R$ 21,099,808 17,223,838
Total exchange exposure US$ 12,663,431 9,891,935
Credit risk

The credit risk is inherent in the Company’s operat! and financial activities, mainly represenbgdaccounts receivable, cash and
cash equivalents, including bank deposits.

The “accounts receivable” credit risk is composedroounts falling due from the largest credit cap@rators, with credit risk better
or equal to the Company and also accounts receifedoh travel agencies, installment sales and gowent, with a small portion
exposed to risks from individuals or other entities

As defined in the Risk Management Policy, the Comypis required to assess the counterparties riskgancial instruments al
diversify the exposure. Financial instruments atecated with counterparties with at least, ratfdased on the valuation made
S&P and Fitch agencies, or they are mostly corgthet commodities and futures exchange (BM&FBOVEZPA NYMEX), suc
fact which substantially mitigates the credit riJlhe Company Risk Management Policy establishes a maximunt @h20% pe
counterparty for financial investments.
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d) Interest rate risk

The Company is exposed to fluctuations in domestit international interest rates, particularly @@l and Libor, respectively. Tl
highest exposure is in leasing expenses, index#ukthibor, and in domestic loans.

In the quarter ended December 31, 2010, the Comgianyot hold any derivative financial instrumeatiedge interest rates.

e) Liquidity risk

Liquidity risk comes in two distinct forms: marKeuidity risk and cash flow liquidity risk. Therft is related to current market pri
and varies in accordance with the types of assetdle markets where they are traded. Cash flowdity risk, however, is related
difficulties in meeting the contracted operatioabligations on the agreed dates.

As a way of managing liquidity risk, the Companypbgs its resources in liquid assets (bonds, CDBsfands with daily liquidity
and Cash Management Policy provides that the Copmpareighted average maturity of debt should nated the weighted aver:
maturity of the investment portfolio. On Decembér 3010, the weighted average maturity of the Camsafinancial assets was
days and the financial liability was 6 years.

For protection of future commitments, as shownater23, the Company uses derivative financial imsénts with top line banks 1
cash management.

f) Capital management

The table below shows the financial leverage rat®ecember 31, 2010 and 2009:

12/31/10 12/31/09
Shareholder’s equity 2,929,16' 2,609,986
Cash and cash equivalents (1,955,858) (1,382,408)
Restricted cash (34,500) (26,084)
Short term investments (22,606) (40,444)
Short and long term debts 3,740,725 3,133,862
Net debt (e 1,728,124 1,684,926
Total capital(b) 4,657,293 4,294,912
37% 39%

Leverage ratio (a) / (b)

On December 31, 2010, the Company remains committdceep the amount of cash and cash equivaleose db 25% of the n
revenue of the last twelve months, having reachethis date the ratio of 28%. The financial leveragte changed 2% when comp:
with the fiscal year ended on December 31, 2009.
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II) Derivative financial instruments

The Company adopts Hedge Accounting and clasgifigivatives contracted to cover exchange variatisks and fuel price risk as
“Cash Flow Hedge” or “Fair Value Hedgegtcording to the parameters described in internatistandard IAS39. All the financ
instruments contracted are formally identified ssified and allocated by documentation and conipoh the acquisition.

The financial derivatives instruments were regeden the following accounts of the balance sheet:

Description Balance account 2010 2009

Fair value of derivatives (assets) Other credits 3,600 24,113
Fair value of derivatives (liabilities) Other obligations 1,646 12,118
Premiums of options contracts (assets) Prepaid expenses 30,154 23,190

Classification of hedge accounting

a) Cash flow hedge

In the cash flow hedge, the Company protects ifseth variations in future revenues or expensegltiag from changes in the exchai
rate or fuel price and books the actual variatianthe fair value of the derivative financial instrents in shareholdersquity until the
recognition of the revenue or expense being hedged.

The Company estimates the effectiveness basedatistisal methods for correlation and the ratiowsstn gains and losses in
financial instruments used as hedge and variafi@osts and expenses of the protected object.

The instruments are recognized as effective whervéniation in the value of derivatives offsetsvetn 80% and 125% of the impac
the price variation in the cost or expense of tlegeted object.

The balance of the effective variations in the failue of the derivatives designated as cash fledghs is transferred from shareholder
equity to the result in the period in which thetomsexpense being hedged impacts the result. able ffow hedge results effective in
contention of protected expense variation are deEmbrby reducing accounts of the protected expetseseducing or increasing t
operating cost, and the non-effective results ecegnized as financial income or expense withinytee.

b) Fair Value Hedge

The Company protects itself from the result of argde in the fair value of a recognized liability, @ part thereof, which could
attributed to exchange risk. Variations in the falue of the derivatives designated as fair vdladges are recognized directly in
income statement together with the respective trans in the fair value of the liability being hesily

The Company estimates the effectiveness basedeorativ between the variation in the fair valueta derivative instruments usec
hedge and the variation in the fair value of tlailities hedged.
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The instruments are considered effective when #nmation in the value of derivatives compensatebween 80% and 125% of the
value of liabilities hedged.

In the case of an exchange hedge of the fair vafue financial liability, the variation in the deative’s fair value is recorded unt
financial revenue or expense in the same periachich it occurs. If the hedge is considered effextip to the end of the period, the b
value of the item being hedged is adjusted to ceflee variation in its fair value caused by ttekrtovered, with a corresponding entr
financial revenue or expenses.

c) Derivatives Financial Instruments not designatecfige accounting

The Company contracts derivative financial instrataethat are not formally designated for hedge aweting. These situations oc
when the derivatives contracted are short-termaijmers and do not compensate the complexity inwblmetheir control and disclosure.

On December 31, 2010, the Company had only ongadntot designated as an exchange swap, whiclusess to hedge a credit i
(working capital) against oscillations in the Udbllar. The variation in the fair value of theseridative instruments is recogni:
directly in the net income for the year as eithiearficial revenue or expense.

Hedges financial instruments

a) Fuel hedge

Due to the low liquidity of aviation fuelJét Fue) derivatives traded in the commodities exchange,Gompany contracts crude
derivatives WTI — West Texas Intermedigt® be protected against the oscillations in thiataon fuel prices. Historically, the petrolet
prices are highly correlated with the aviation fpetes.

The fuel hedge derivative contracts are performeblyanex and over-theounter (OTC) markets, with the following countetjes:
Barclays, British Petroleum, Citibank, Deutsche Ba&oldman Sachs, Natixis, JP Morgan, MF Global Eimlgan Stanley.

On December 31, 2010, there are no financial afiskexl to the guarantee margin in the contractihfyiel hedge derivative instruments.

The contracts for derivative financial instrumenfspetroleum, designated as fuel hedge by the Cappare summarized below
thousands, except when otherwise indicated):

Closing balance on: 12/31/10 12/31/09
Fair value at end of the period (R$) 33,205 18,58¢
Average term (months) 4 5
Volume protected for future periods (thousand Ha)re 2,109 1,87¢
Gains with hedge effectiveness recognized in slders’ equity, net of taxes (R$) 10,586
Period ended December 31: 2010 2009 2008
Gains with hedge ineffectiveness recognized in afjigg costs (R$) 215 8,045 49,572
Losses with hedge ineffectiveness recognized enfital expenses (R$) (7,666) (122,737) (73,388)
Losses with hedge ineffectiveness recognized emfiral expenses for future periods (R$) (43,762) (7,602) (40,318)
Total losses with hedge ineffectiveness recognizefinancial expenses (R$) (51,428)  (130,339)  (113,706)
Current percentage of exposure hedged during thede 45% 27% 56%
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The table below shows the nominal value of derieatidesignated for hedge and contracted by the @oynto protect future fu
expenses, the average rate contracted for theadi®gg and the percentage of fuel exposure pratdntecompetence period on Decen
31, 2010:

Market risk factor: Fuel price
Over-the-counter market

1Q11 2Q11 3Q11 4Q11 Total
Percentage of fuel exposure hedged 41% 27% 13% 8% 21%
Nominal volume in barrels (thousands) 1,501 1,008 533 332 3,374
Nominal volume in liters (thousands) 238,62¢ 160,252 84,736 52,781 536,399
Future rate agreed per barrel (US$) * 90,01 95,13 93,19 92,13 92,25
Total in Reais ** 225,11. 159,781 82,765 50,963 518,607

* Weighted average between call strikes,
** The Exchange rate on 12/31/10 was R$1, 6662/ US%1

b) Foreign exchange Hedge

The Company utilizes contracts of derivative finahstruments for U.S. dollar hedge with BM&FBOSPA, having an exclusi
investments fund as a vehicle for contracting cskerage.

There were no financial assets linked to marginodiée on December 31, 2010. The margin depositgyaaeanteed through be
surety maturing on September 30, 2011.

The following is a summary of the Compasyoreign currency derivative contracts designdeedash flow hedge of U.S. dollar
thousands, except as otherwise indicated):

Closing balance at: 12/31/10 12/31/09

Fair value at the end of the period (R$) 109 982

Longer remaining term (months) 4 3

Hedged volume for future periods (US$) 65,000 95,00(

Hedge effectiveness losses recognized in shareisdkefguity, net of taxes (R$) - (294)

Year ended December 31: 2010 2009 2008

Hedge effectiveness gains (losses) recognizedenating revenues (expenses) (R$) - (11,833) 55,149
Hedge ineffectiveness gains (losses) recognizéidance revenue (expenses) (R$) (22,464) 39,207 2,255
Hedge ineffectiveness losses recognized in fin@mpenses for future periods (R$) (28,269) (1,171) -
Total hedge ineffectiveness (losses) gains recegriiz financial revenues (expenses)

(R$) (50,733) 38,036 2,255
Percentage of exposure hedged during the period 21% 18% 52%

Derivatives instruments non designed as hedge:
Losses recorded on financial expenses (7,709) - -
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The following table demonstrates the face valuthefderivatives designated as hedge contracteddo€ompany to protect the fut
expenses denominated in U.S. dollar and the aveedgeontracted for each accruing period, as aeber 31, 2010:

Market risk factor: U.S. dollar exchange
Exchange market

1Q11 2Q11 Total
Exposure percentage of protected cash flow 10% 2% 6%
Face value in U.S. dollar 56,000 9,000 65,000
Futures contracted average rate 1,9487 2,0250 1,9592
Total in Reais 109,127 18,225 127,34t

The following is a summary of Compasyforeign currency derivative contracts designdtedfair value hedge of U.S. dollar
thousands, except as otherwise indicated):

Closing balance at: 12/31/10 12/31/09

Fair value at the end of the period (R$) (6,645) -
Finance leasing 984,264 -
Volume protected 388,750 -
Actual percentage of protected exposure 39% -
Year ended December 31: 2010 2009 2008
Hedge effectiveness losses recognized in operakpgnses (R$) (15,819) - -
Percentage of exposure hedged during the period 32% - -

In December 2010, the Company contracted exchangpss(USD x CDI) to protect a credit line (workiogpital) against U.S. Doll
oscillation. This derivative was not designed dsdge as determined by the Administration becassmaturity date occurred in
short term.

c) Interest rate hedge

On December 31, 2010, the Company had no derivéitiamcial instruments of interest swhyek to protect against fluctuation
interest rates, and no financial assets linkeddogim deposits for hedge operations.

The following is a summary of the Compasyhterest rate derivative contracts designateldedgye interest rate Libor (in thousail
except as otherwise indicated):

Closing balance at: 12/31/10 12/31/09
Fair value at the end of the period (R$) - (2,182
Face value at the end of the period(US$) - 60,57¢
Face value at the end of the period (R$) - 105,47:
Hedge effectiveness losses recognized in sharaisdkelguity, net of taxes (R$) - (1,023
Year ended December 31: 2010 2009 2008

Hedge effectiveness losses recognized in finaesipénses (R$) (1,398) (2,486) (211
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The following is a summary of Company’s intereséerderivative contracts not designed as hedgéd@undands, except as otherwise

indicated):
Closing balance at: 12/31/10 12/31/09
Fair value at the end of the period (R$) - (4,411
Face value at the end of the period(US$) - 29,50(
Face value at the end of the period (R$) - 51,36¢
Year ended December 31: 2010 2009 2008
Gains (losses) recognized as financial revenugm(eses) (R$) (5,754) 14,457 (32,369

In addition, the Company’s results are affecteditigrest rate fluctuations in Brazil, incurred anahcial investments, showsmr
investments, Reais-denominated liabilities, U.Slada@lenominated assets and liabilities. These fluatnataffect the market value
financial instruments, the market value of Reaisjxed securities and the remuneration of cashrza and financial investments.

On December 31, 2010, the Compangkclusive fund holds futures contracts for Inéetb Deposits traded on BM&FBOVESPA w
the face value of R$83,000, with a maximum term®imonths and gains at the fair value of R$179.

Analysis of derivative financial instruments sdaugit

The analysis of the impact of the financial instamhquotation variation on the Company results gmdhareholdersequity is
performed by considering:

« Increase and decrease of 10 percentage pointglipfices, by keeping constant all the other vaeisb
« Increase and decrease of 10 percentage pointdlar drchange rate, by keeping constant all therotariables;

« Increase and decrease of 10 percentage pointbar Literest rate, by keeping constant all the otheiables;

The sensitivity analysis includes only monetarymisethat are relevant to the above mentioned rigskk autstanding. A positi
number indicates an increase in income and equignvthe risk appreciates by 10%.

The table below shows the sensitivity analysisHey@ompany Management, on December 31, 2010 ar8j B@6ed on the scenal
described above:
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Position on December 31, 2010

Position on December 31, 2009

Position on December 31, 2008

Effect on Effect on
Effect on income shareholders’ Effect on income shareholders’
Increase/ (reduction) in fuel prices before tax equity before tax equity Effect on income before tax
(percentage) (R$ million) (R$ million) (R$ million) (R$ million) (R$ million)
10 (225,8) (121,8) (193,5) (117,0) (292,9)
(10) 2258 139,4 193,5 127,7 285,6

Foreign Exchange- USD:

Appreciation / (depreciation) in
USD/R$ (percentage rate)

Position on December 31, 2010

Position on December 31, 2009

Position on December 31, 2008

Effect on income
before tax (R$

Effect on
shareholders’

million) equity (R$ million)

Effect on income
before tax (R$

Effect on
shareholders’

Effect on income before tax

million) equity (R$ million) (R$ million)
10 (237,0) (156,4) (296,1) (190,5) (500,8)
(10) 237,0 156,4 296,1 191,7 493,5

Interest rate - Libor:

Increase / (reduction) in Libor rate
(percentage rate)

Position on December 31, 2010

Position on December 31, 2009

Position on December 31, 2008

Effect on income
before tax (R$

Effect on
shareholders’

Effect on income
before tax (R$

Effect on
shareholders’

Effect on income before tax

million) equity (R$ million) million) equity (R$ million) (R$ million)
10 (0.05) (0.0) (0.3) (0.2) (1.4)
(10) 0.05 0.0 0.3 0.2 1.4

The Companys sensitivity to fuel price increased during therent period in related to the previous period, tmehe growth i
operating activities and their impact on fuel exgeEn

Sensitivity to the dollar decreased in relatio the effect on income and increased in relatiothe effect on shareholdersquity
mainly due to the financial hedge of a portionha tebt in the second half of 2010.

Sensitivity to the Libor rate decreased duthéoreduction in the debt indexed to it.

Measurement of the fair value of financial instrunise

According to accounting rules, the Company musssifa the type of input used in the method of vaaraof financial instruments
fair value in accordance with the following categer

a) Level 1:Fair value measurement is calculated based on pegetiated (without adjustment) in identical aetor passiv

market;

b) Level 2:Fair value measurement is calculated based omr gtr@bles that are observable for asset or ligbidlirectly (a
prices) or indirectly (derived from the prices)dan

c) Level 3:Fair value measurement is calculated based onti@uaethods foasset or liability that are not based on obsen
market variables (unobservable inputs).
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The following table states a summary of the Companfjnancial instruments measured at fair value wteir respectiv
classifications of the valuation method:

. . Other Significant
. . Active Market Price
Financial Instrument Book value Observable Factors (Leve
(Level 1)
2)
Cash equivalents 1,761,365 - 1,761,365
Short term investments 22,606 - 22,606
Restricted cash 34,500 - 34,500
Derivative financial instruments:
Oil 32,087 - 32,087
U.S. Dollar (6,536) (6,536) -
25,551 (6,536) 32,087
) ) Other Significant
) . Active Market Price
Financial Instrument Book value Observable Factors (Leve
(Level 1)
2)
Cash equivalents 1,298,141 - 1,298,146
Short term investments 40,44« 17,15¢ 23,288
Restricted cash 26,084 - 26,084
Derivative financial instruments:
Oil 18,58t¢ - 18,58¢
U.S. Dollar 982 - 982
Libor interest (2,182) - (2,182
17,38¢ - 17,38¢

25. Non-cash transactions

During the year ended December 31, 2010, the Coypaede advances for the purchase of aircraft whiehe financed directly t
borrowing, and thus were not reflected in the démh statements, in the amount of R$292,892 andnthi off in the amount of R$508,4
recorded in the Property, Plant and Equipment atcou

26. Insurance coverage

On December 31, 2010, the insurance coverage hyejatonsidering the aircraft fleet, and relatedh® maximum reimbursable vali
indicated in U.S. Dollars, is shown below:
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Aeronautical Mode Reais Dollar
Guarantee — Fuselage/War 7,438,230 4,464,188




Civil Liability per occurrence/aircraft 2,915,850 1,750,000
Stocks (base and transit) 208,275 125,000

According to the Law No 10744, of October 09, 2008 Brazilian government assumed the compromiseooniplementing occasior
expenses of civil liability before third partieaused by war acts or terrorist actions, occurrm@iazil or abroad, by which VRG may
occasionally requested to pay, for amounts thatexahe limit of the insurance policy in force oap&mber 10, 2001, limited to !
equivalent amount in Brazilian Reais to one billldrs. Dollars.

27. Subsequent Events

On February 3, 2011 BlackRock, Inc, ("BlackRockiymbsed of preferred shares of the Company anplaitscipation in the capital she
changed, in aggregate, to 5,188,573 preferred staare 1,191,243 American Depositary Receipts etpnivdao preferred shares ("ADRs
representing approximately 4.79% of total prefeskdres issued by the Company.

On March 16, 2011 AllianceBernstein L.P. and itessdiary AXA Investments Managers (“AllianceBerristg disposed of preferred sha
of the Company and its participation in the capdiahre changed, in aggregated, to 1,075,200 peefestiares, representing approxime
0.81% of total preferred shares issued by the Compa

The objective of these operations is strictly fordstment, not intended to change of control oriathtnative structure of the Company.
28.  Consolidated financial information of guaantor subsidiaries

The following consolidated financial informatiorrgpared in accordance with IFRS, is presenteckindif providing separate audited finan
statements for the guarantor subsidiary VRG in ectian with its unconditional guarantee, on a ja@nt several basis, of the obligatiol
pay principal and interest under the 8.75% perpetates, 7.50% (senior notes 1) and 9.25% (sendordb 1) issued by Comparsy/wholly

owned subsidiary Finance.
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Assets

Current assets
Cash and cash equivalents
Short-term investments
Trade and other receivables
Inventories

Other current assets

Non-current assets
Other non-current assets
Credits with related parties
Other non-current assets
Total other non-current assets
Investments
Property, plant and equipment

Intangible assets

Total assets

GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise

Consolidated statement of financial position as e€&nber 31, 20:

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated
229,436 24,988 1,726,422 78,862 (103,850) 1,955,858
19,790 - 63,975 19,790 (80,949) 22,606
- - 303,054 - - 303,054
- - 170,990 - - 170,990
42,924 - 200,047 9,373 - 252,344
292,150 24,988 2,464,488 108,025 (184,799) 2,704,852
483,230 1,167,363 - 118,904 (1,769,497) -
28,269 - 1,548,380 54,201 - 1,630,850
511,499 1,167,363 1,548,380 173,105 (1,769,497) 1,630,850
2,750,723 - - - (2,750,723) -
666,251 - 2,794,717 666,251 (66,251) 3,460,968
177 - 1,267,000 - - 1,267,177
3,928,650 1,167,363 5,610,097 839,356 (5,186,471) 6,358,995
4,220,800 1,192,351 8,074,585 947,382 (5,371,270) 9,063,848
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Current liabilities
Short-term debt
Accounts payable
Advance ticket sales
Dividends payable
Provisions
Other current liabilities

Total current liabilities

Non-current liabilities
Long-term debt
Deferred taxes
Debt with related parties
Other non-current liabilities

Total non-current liabilities

Total shareholders' equity

Total shareholders' equity and liabilities

GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise

Consolidated statement of financial position as e€&nber 31, 20:

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated

34,229 34,229 312,954 - (35,404) 346,008
2,210 - 213,582 2,158 (2,158) 215,792
- - 517,006 - - 517,006
51,450 - - - - 51,450
- - 55,967 - - 55,967
743 - 465,334 7,564 - 473,641
88,632 34,229 1,564,843 9,722 (37,562) 1,659,864
1,193,316 1,193,316 2,261,748 - (1,253,300) 3,395,080
- - 642,185 - - 642,185

- - 483,230 950,859 (1,434,089) -
9,683 - 404,371 23,495 - 437,549
1,202,999 1,193,316 3,791,534 974,354 (2,687,389) 4,474,814
2,929,169 (35,194) 2,718,208 (36,694) (2,646,320) 2,929,169
4,220,800 1,192,351 8,074,585 947,382 (5,371,271) 9,063,847
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Total operating revenues

Operating expenses
Salaries
Aircraft fuel
Aircraft rent
Sales and marketing
Landing fees
Aircraft and traffic servicing
Maintenance materials and repairs
Depreciation and amortization
Other operating expenses

Total operating expenses

Income (loss) before finance income and expenses

Total finance income (expense)

Equity in income of subsidiary

Income (loss) before income taxes

Income taxes

Net income (loss) for the year

GOL LINHAS AEREAS INTELIGENTES S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise

Consolidated of operations for the year ended DeeeRib, 201

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated

- - 6,979,447 - - 6,979,447
(26,373) - (1,226,029) - - (1,252,402)
- - (2,287,410) - - (2,287,410)
3,607 - (552,038) (3,607) - (555,645)
(246) - (367,511) - - (367,757)
- - (331,883) - - (331,883)
(6,414) - (418,640) (2,799) - (427,853)
- - (422,950) - - (422,950)
(89) - (281,515) - - (281,604)
11,134 - (375,295) 17,765 (11,359) (354,148)
(18,381) - (6,263,271) 11,359 (11,359) (6,281,652)
(18,381) - 716,176 11,359 (11,359) 697,795
(70,464) (23,390) (240,835) (66,673) 90,063 (311,299)

292,463 - - - (292,463) -
203,618 (23,390) 475,341 (55,314) (213,759) 386,496
10,579 - (182,878) - - (172,299)
214,197 (23,390) 292,463 (55,314) (213,759) 214,197
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GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

(In thousands of Brazilian Reais, except when inditatherwise
Consolidated statement of cash flows for the yededbecember 31, 20

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated

Cash flows from operating activities:
Net cash provided by (used in) operating activities 7,662 (434,589) 739,846 55,267 355,711 723,897
Cash flows from investing activities:

Payment for property, plant and equipment 138,380 - (368,849) - - (230,469)

Investments in restricted cash, net 3,180 - (11,596) - - (8,416)

Short term investments 5,442 - 12,496 - - 17,938

Other - - (58,512) - - (58,512)
Net cash used (provided by) investing activities 147,002 - (426,461) - - (279,459)
Cash flows from financing activities:

Net proceeds 219,996 459,561 (15,118) - (459,561) 204,878

Credit with related parties (283,622) - 283,622 - - -

Dividends paid (185,839) - - - - (185,839)

Capital increase 120,861 - - - - 120,861
Net cash provided by (used in) financing activities (128,604) 459,561 268,504 - (459,561) 139,900
Effects of exchange rate changes on the balancasbf
held in foreign currencies - - (10,888) - - (10,888)
Net increase (decrease) in cash and cash equivatent 26,060 24,972 571,001 55,267 (103,850) 573,450
Cash and cash equivalents at beginning of the year 203,376 16 1,155,421 23,595 - 1,382,408
Cash and cash equivalents at end of the year 229,436 24,988 1,726,422 78,862 (103,850) 1,955,858
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GOL LINHAS AEREAS INTELIGENTES S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise
Consolidated statement of financial position as e€&nber 31, 20(

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated
Assets
Current assets
Cash and cash equivalents 41,208 16 1,155,421 23,595 162,168 1,382,408
Restricted cash 3,180 - 15,640 - - 18,820
Short-term investments 165,088 - 16,441 22,312 (163,397) 40,444
Trade and other receivables - - 519,308 - - 519,308
Inventories - - 137,959 - - 137,959
Other current assets 62,962 - 228,983 9,373 2,947 304,265
272,438 16 2,073,752 55,280 1,718 2,403,204
Non-current assets
Other non-current assets
Credits with related parties 90,830 734,845 - - (825,675) -
Other non-current assets 51,965 - 1,751,452 63,574 (107,573) 1,759,418
Total other non-current assets 142,795 734,845 1,751,452 63,574 (933,248) 1,759,418
Investments 2,641,685 - - - (2,641,685) -
Property, plant and equipment - - 2,521,082 804,631 - 3,325,713
Intangible assets 266 - 1,231,519 - - 1,231,785
2,784,746 734,845 5,504,053 868,205 (3,574,933) 6,316,916
Total assets 3,057,184 734,861 7,577,805 923,485 (3,573,215) 8,720,120
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Current liabilities
Short-term debt
Accounts payable
Advance ticket sales
Dividends payable
Provisions
Other current liabilities

Total current liabilities

Non-current liabilities
Long-term debt
Deferred taxes
Debt with related parties
Other non-current liabilities

Total non-current liabilities

Total shareholders' equity

Total shareholders' equity and liabilities

GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise

Consolidated statement of financial position as e€&nber 31, 20(

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated

- 14,295 332,935 245,696 (1,231) 591,695
1,272 - 357,948 3,162 - 362,382
- - 561,347 - - 561,347
186,416 - - - - 186,416
- - 66,259 - - 66,259
19,368 1,779 640,206 62,033 (52,227) 671,159
207,056 16,074 1,958,695 310,891 (53,458) 2,439,258
- 733,755 1,871,091 - (62,679) 2,542,167
26 - 607,167 - (44,890) 562,303

- - 199,608 626,067 (825,675) -
9,697 - 527,064 29,653 (8) 566,406
9,723 733,755 3,204,930 655,720 (933,252) 3,670,876
2,840,405 (14,968) 2,414,180 (43,126) (2,586,505) 2,609,986
3,057,184 734,861 7,577,805 923,485 (3,573,215) 8,720,120
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GOL LINHAS AEREAS INTELIGENTES S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when inditatherwise
Consolidated statement of operations for the yede@mecember 31, 20

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated
Total operating revenues 178 - 6,025,204 - - 6,025,382
Operating expenses
Salaries (7,746) - (1,093,207) - - (1,100,953)
Aircraft fuel - - (1,813,104) - - (1,813,104)
Aircraft rent - - (648,568) (2,115) - (650,683)
Aircraft insurance - - (56,324) - - (56,324)
Sales and marketing (200) - (364,351) - - (364,551)
Landing fees - - (312,637) - - (312,637)
Aircraft and traffic servicing (4,038) - (373,585) (4,098) - (381,721)
Maintenance materials and repairs - - (417,212) - - (417,212)
Depreciation and amortization (89) - (142,764) - - (142,853)
Other operating expenses (3,716) - (380,974) 12,638 - (372,052)
Total operating expenses (15,789) - (5,602,726) 6,425 - (5,612,090)
Income (loss) before finance income and expenses (15,611) - 422,478 6,425 - 413,292
Total finance income (expense) 246,707 (3,280) 169,135 (69,718) - 342,844
Equity in income (loss) of subsidiary 634,424 - - - (634,424) -
Income (loss) before income taxes 865,520 (3,280) 591,613 (63,293) (634,424) 756,136
Income taxes 3,732 - 123,278 7,686 - 134,696
Net income (loss) for the year 869,252 (3,280) 714,891 (55,607) (634,424) 890,832
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GOL LINHAS AEREAS INTELIGENTES S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when indidatherwise

Consolidated statement of cash flows for the yededecember 31, 20

Cash flows from operating activities:

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Payment for property, plant and equipment
Investments in restricted cash, net
Short term investments
Other

Net cash provided by (used in) investing activities

Cash flows from financing activities:
Net proceeds from long-term debt
Credit with related parties
Addition of treasury shares
Net cash provided by (used in) financing activities

Effects of exchange rate changes on the balancasbf

held in foreign currencies

Net increase (decrease) in cash and cash equivakent

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated

62,811 (3,280) 346,355 (7,522) 58,895 457,259
(44,163) - (86,312) - - (130,475)
(75,152) - 37,340 - - (37,812)
27,032 - 198,328 - (20,220) 205,140
(270,591) - (31,077) - 270,237 (31,431)
(362,874) - 118,279 - 250,017 5,422
(308,635) 3,276 273,583 28,036 (38,676) (42,416)
811,654 - 1,216,852 - (1,216,852) 811,654

- - (946,616) - 946,616 -
503,019 3,276 543,819 28,036 (308,912) 769,238
- - (18,841) - - (18,841)
202,956 4) 989,612 20,514 - 1,213,078
420 20 165,809 3,081 - 169,330
203,376 16 1,155,421 23,595 - 1,382,408
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Total operating revenues

Operating expenses
Salaries
Aircraft fuel
Aircraft rent
Aircraft insurance
Sales and marketing
Landing fees
Aircraft and traffic servicing
Maintenance materials and repairs
Depreciation and amortization
Other operating expenses

Total operating expenses

Loss before finance expenses

Total finance expenses

Equity in loss of subsidiary

Loss before income taxes

Income taxes

GOL LINHAS AEREAS INTELIGENTES S.A.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT

(In thousands of Brazilian Reais, except when indidatherwise
Consolidated statement of operations for the yede@®ecember 31, 20

Loss for the year from continuing operations attidble to equity

holders of the parent

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated

- - 6,406,193 - - 6,406,193

(6,805) - (976,978) - - (983,783)

- - (2,630,834) 2,901 (2,901) (2,630,834)

- - (647,990) - 2,901 (645,089)

- - (42,813) - - (42,813)

(484) - (588,251) - - (588,735)

(5) - (338,365) - - (338,370)

(10,044) (66) (407,344) (4,723) - (422,177)

- - (388,030) - - (388,030)

- - (125,127) - - (125,127)

(1,712) - (328,038) (133) - (329,883)
(19,050) (66) (6,473,770) (1,955) - (6,494,841)
(19,050) (66) (67,577) (1,955) - (88,648)
(247,562) (3,789) (795,074) (59,824) (145) (1,106,394)

(778,419) - (719,960) - 1,498,379 -
(1,045,031) (3,855) (1,582,611) (61,779) 1,498,234 (1,195,042)
(59,406) - 8,827 - 6,274 (44,305)
(1,104,437) (3,855) (1,573,784) (61,779) 1,504,508 (1,239,347)
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GOL LINHAS AEREAS INTELIGENTES S.A.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
(In thousands of Brazilian Reais, except when indidatherwise

Consolidated statement of cash flows for the yededecember 31, 20

Cash flows from operating activities:

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Payment for property, plant and equipment
Investments in restricted cash, net
Short term investments
Other

Net cash provided by (used in) investing activities

Cash flows from financing activities:
Net proceeds
Credit with related parties
Dividends paid
Addition of treasury shares

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivakent

Cash and cash equivalents at beginning of the gherio

Cash and cash equivalents at end of the period

Parent Issuer Subsidiary Subsidiary Consolidating
Company Subsidiary Guarantor Non guarantor Adjustments Consolidated

577,034 753,982 (426,146) (317,097) (420,913) 166,860
(355) - (174,893) (261,666) - (436,914)
(137,571) - (39,674) - - (177,245)
66,000 - 218,000 245,000 46,000 575,000
- - 79,809 - - 79,809
(71,926) - 83,242 (16,666) 46,000 40,650
- 232,288 (751,934) (14,217) - (533,863)

(608,605) (986,273) 1,083,674 136,291 374,913 -
(36,258) - - - - (36,258)
(41,180) - - - - (41,180)
(686,043) (753,985) 331,740 122,074 374,913 (611,301)
(180,935) ®3) (11,164) (211,689) - (403,791)
181,355 23 176,973 214,770 - 573,121
420 20 165,809 3,081 - 169,330
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