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INDEPENDENT ACCOUNTANTS' REVIEW REPORT

To the Shareholders and Management of
Marisa S.A
S%o Paulo - SP

1

We have performed a special seview of the accompanying financial stataments of Marisa S,A. (the
“Company”) and subsidiaries, consisting of the individual (Company) and consofidatcd balance sheets as of
June 30, 2007 and the combined balance sheets as of June 30, 2006 of the Marisa Group companies, as
described in note 4 (“Company’), all expressed in Brazilian reais and prepared in accordance with Brazilian
accounting practices under the responsibility of the Management of the Company and its subsidiaries, and
the related statements of operations for the six-month period then ended. These financial statoments have
been prepared in accordance with the rules applicable 1o interim financial statements required by the
Brazilian Securitics Commission - CVM.

Our review was conducted in accordance with specific standards established by the Brazillan Institute of
Independent Auditors IBRACON), together with ths Federal Accounting Council, and consisted principally
of: (a) inquiries of and discussions with the managers of the Coropany and it subsidisxics who have
responsibility for accounting, financial and operating matters about the criterla adopted in the preparation of
the financial staternents; and (b) review of the informstion and subsequent cvents that had or might have had
material effects on the financial position and results of operations of the Company and its subsidiatios.

As mentioned in note 2 to the financis! statzments mentioned in paregraph 1, thess financial statements have
been prepared for tnclusion in the Company’s initial public offering prospectus.

Based on our special review, we are not aware of any material modifications that should be mede to the
aforementioned financisl statemants for them to be in conformity with Brazilian accounting practicss and
sandards established by the Brazilian Securities Commission (CVM}, specifically applicable to the
preparation of mandatary interim financial stateraents.

The accompanying individual, consolidated and combined statements of cash flows, which are preseated to
provide additiona) information on the Company, are not required as an integral part of tho basic financial
statements in conforraity with Brazilian accounting prectices, Such information has been subjected to the
review procedures described in paragraph 2 end, based on our special review, we are not aware of any
material modifications that should be made to thess individnal, consofidated and combined statements of
cash flows for them to be in conformity with Brazilien accounting practices.

As mentioned in note 27, the financial statements are biing restated to reflect the changes in the individua,
consolidated and combined statements of cash flows,
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7. The accompanying financial statements have been translated into English for the convenience of readers
outside Brazil.

S3o Panlo, July 25, 2007, except for notes 26, items c) and d), and 27, as to which the dates are Angust 1,
2007 and August 24, 2007, respectively

" Dxhifle Tovene WW‘L#'W/

DELOITTE TOUCHB TOHMATSU Edimnr Facco
Auditores Independentes Bogagement Partner
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(Convenience Translation into Bnglish from the Original Previously Issued in Portuguese)

MARISA 5.A. AND SUBSIDIARIES AND MARISA GROUF COMFPANIES
BALANCE SHERTS AS OF JUNE 30, 2007 AND 2006

(In thousands of Brazitian reais - R$)
Consolidsted Comhhaed
Eg 06302007  0A0V2006

ABSETS
CURRENT ASSETS
Cesh end cash equivalents b 4,290 162,31} 79,580
Mazketable sccurities 6 - 81,817 76148
Trado accounta receivable 7 — 431570 240,616
Inventorjes 8 —_ 135,161 93,840
Recoverabls taxes 9 4 18,639 10,282
Deferred income and social contibution taxes 10 - 24,661 —_
Other recelvables -— 11,684 21,301
Total current asscly 4,204 865,843 521,767
NONCURRENT ASSETS
Intercompany receivables 1 -_ 1,933 14,793
Deferred income and social contribytion taxes 0 - 438,485 44,908
Recoversble taxes 9 - 9,793 2,135
Investments 12 77661 2 2

and equipment, net (except spun-off portion) 13 - 160,528 82,3718
Intangible agsets 13 — 15,020 12,509
Deferred charges — -3,042 669
Total noncurrent assety 77,661 240803  157,3%4
Investraent in res] estate 12 — - 60,786
Property and cquipment, net (spun oﬂ'} 13 - — 37,985
TOTAL ASSETS 81,955 1,106,646 777,932
LIABILITIES AND SHAREHOLDERS® EQUITY
CURRENT LIABILITIES
s g - amomw
Lomanoﬁnall’:gah 15 = ?;gg 312‘1;13
Accrued payroll l.nd related charges 1231
Taxes payable 17 21 35443 21,107
Dividends payable i1 35,362 35,468 728
Qther payables b2 11,063 7,018
Total current Habilitics . 35458 746,088 472,795
NONCURRENT LIABILITIRS
Loans and financing 15 — 223,521 9,435
Ressrve for contingenciss 18 —_— 78,187 78,049
Taxes in ingizlments 9 - 10,651 2784
Total noncunrent Habilitiss — 312,959 90,288
MINORITY INTBREST —_ 1,099 358
SHAREHOLDERS' BQUITY .

il . 0 44,634 44,63 244364
Capital reserves -— _— 192
Legal reserve 1,866 1,866 —
Accpmulated deficht —_— —_ (30,065)
Total shareholders’ equity 46,500 46500 214491
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 81,955 1106646 777932

The accompanying notes are an integral part of these financial statements.
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(Conveaience Tratslation into English from the Original Previously Issued in Portuguess)

MARISA §.A. AND SUBSIDIARIES AND MARISA GROUF COMPANIES

STATEMENT OF OPERATIONS FOR THE STX-MONTH FERIOD ENDED JUNE 30, 2007 AND
COMBINED STATEMENT OF OPERATIONS FOR THE SIX-MONTH PERIOD
ENDED JUNE 30, 2006
(In thousands of Brazilian reais - RS, except eamings per thousand shares for the six-month perfod) .

o R i et

REVENUE FROM FRODUCTS SOLD — 713404 419426

REVENUE FROM SERVICES PROVIDED ’ e 30,167 17,635

QOROSS OFERATING REVENUE : — 743,571 497111

Deducdons s {232,787) {158,335)

NET OPERATING RAVENUR - 510,784 333,576

Cost of resals of products —_ {236,820) {160,142) .
Cont of eervices — (26,066} (14,488) :
GROSS PROFIT - 2475898 163,946

OPEBATING (EXPENSES) INCOMB

Selling cxpentes —_— (178,648) (128570)

Oeoers! and adminisirative expenses {1.256) (35,874) {27.860

Other apenatizg iocome 21 — 5006 10,185

Banity in sdsidinries 12 409% - -

INCOME FROM OFERATIONS BEFCRE FINANCIAL INCOMB (EXPENSBS),
DEPRECIATION CF SPFUN-OFF PROPERTY AND EQUEPMENT,
REAL ESTATE COMPANIBS AND INCOME FROM RENTAL DI'SPI.IN-OFF

PROPERTY 30,654 8392 17,594
FhladgALw ES) N 2 (24) (74 d92) (84,692)
Financial income b -3 65 40570 41,251

Exchiangs variation, oot — 11,129 973

INCOME (LOSS) FROM OPERATIONS BEFORB DEFRECIATION OF SPUN-OFF
PROPERTY AND EQUIPMENT, EQUITY IN REAL ESTATE COMPANIES
AND INOCME FROM RENTAL OF SPUN-CFR PROPERTY 39,708 15,589 (24,894)

NON OPERATING (EXPENSES) INOOME, NET 3 2374 o7 4,152

INCOME {LOSS) PEPORE INCOME AND SOCIAL CONTRIBUTION TAXES,
DEPRECIATION OF SPUN-OFF PROPERTY AND BQUIPMENT, BQUITY IN
RBAL ESTATE COMPANIES AND INCOME FROM RENTAL GF SPUN-OFF

FROPHRTY 33 15,282 G0,742)
INCOMEB AND SOCTAL CONTRIBUTION TAXES
Current 10 - {3,250} (10,065}
Deferred io — Zgn 20,769

INCOMB (LOSS) BEFORE MINORITY INTEREST, DEPRECIATION OF
SPUN-OFF PROPERTY AND BQUIPMENT, EQUITY IN REAL ESTATE
COMPANIES AND INCOMB FROM RENTAL OF SPUN-OFF FROPERTY 31331 37,364 (10.038)

MINORITY INTEREST IN NET INCOME (LOSS) BEPORB DEFRECIATION OF -
SFUN-OFF FROPERTY AND BEQUIFMBNT, IN REAL ESTATE . h
OOMPANIES AND INCOMH FROM RENTAL OF SFUN-OFF PROPERTY (533) {18,754)

INCOME (LOSS) BEFORE EPRECIATION OF SPUN-OFF PROPERTY AND
EQ! mm REAL ESTATE COMPANIES AND INCOME FROM
ng:‘l‘dAL g?ud PROPERTY 31331 (28.832)

ty estalc compenics - 2000
Expense on dopreciation of spun-off property and equipment -_— (1,260)
Tacome froom rental of spus-off propesty (]

INCOME (LOSS) APTHR DEPRECIATION OF SFUN-OFF PROPERTY AN[) -
EQUIPMENT, EQUITY IN REAL ESTATE COMPANIES AND INOOME FROM
RENTAL OR SFUN-OFF PROFERTY 37311 @300

BARNINGS PER THOUSAND SHARES POR THE SIX-MONTH PERIOD - R$

NUMBER OF SHARBS AT THE BND OF THE SIX-MONTH PERIOD (N
THOUSANDS) 20

g
(11

w
=1
™
w
=

I Ll

The accompanying notes are an integral part of these financial statements,
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(Convenience Translation into Eaglish from the Original Previously Issued in Portuguese)
MARISA S.A. AND SUBSIDIARIES AND MARISA GROUP COMPANIES

NOTES TO THE INDIVIDUAL, CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS
FOR THE SIX-MONTH PERIODS ENDED JUNE 30, 2607 AND 2006
{Amounts n thonsands of Brazilian reals - RS, unless otherwise stated)

1. OPERATIONS

Marisa §.A. (the “Company™) was established on August 15, 2006 to be the holding company of the :
following companies: Marisa Lojas Vorejistas Lida,, Fix Participagiics Ltda and subsidiaxies and Due Mille i
ParticipagGes Lida, (“Companies”).

This group of Cumpanles, of which the Company is the controlling shareholder, is engaged in the retail of
clothing in general and other department store products, management of own credit cards (Private Label type),
and logistics,

‘The Companies have converging intesests and the centralization of their management in the Company
zenders them more efficient regarding the achievement of their business purposes, helping managemtent in
decision making.

The Company kolds ownership interests in the direct and indirect subsidiaries mentloned in note 4 to the
financial statements, the corporate purposes of which are as follows;

1.1. Marisa Lajas Varejistas Ltda, (“Marisa Lojas") - primarily engaged in the retail of clothing in general and
other department store products. In addition to thess activities, Merisa Lojos is also engaged in the import
of merchandise and sale of products on the Internet.

Tax incentives
ICMS (state VAT)

Marisa Lojas benefils from incentives granted by the Pernambuco State Development Program
(FRODEPE) for an indefinite perlod of time, in the form of deemed tax credits corresponding to 3% of the
total amount of interstete shipments made by the distribution center located in JeboatBo dos Guerarapes,
Pemnambuco State. The effect of these incentives is recorded in ths statement of operations under the

caption “Other operating income”,

Marisa Lojes benefits from a special regime agreod with the Golés State Finance Department by way of an

agreement eatered into with that State (TARE No. 014/2003 - GSF) granted for an indefinite period of

time, in the form of  granted tax credit comresponding to 3% of the total amount of interstate shipments of

footwear, fabric, clofiing, and bed, table ang bath linens for sals, production or mannfacturing mads by the "
distribution center Jocated in Goifnia, Goifs State. The effect of thess incentives is recorded in the ;
statement of operations under the caption “Other operating income”, :

1.2. Dus Mille ParticipagBes Litda. (“Due Mille™) - primarily engaged in providing any type of prodoct
handling, stowage, loading and unloading services, general management of product distribution conters,
and clothe hanging and hanger logistics.

1.3. Fix Participagics Lida. (“Fix") - operates as 8 holding company, iuvesting in otber companies in charge of
memnaging own credit cards called “Carifo Marisa”.
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Marisa 8.A. and Subsidiaries and Marisa Group Companies

Currently, Fix has the following direct and indirect subsidiaries:

13.1.

Credi-21 Participagfes Lida, (“Credi-21™) - started its operations an November 9, 1999 and is
primarily engaged in managing own credit cards called “Cartio Marisa” and holding ownership
interests in other companies. Sales of this card represented approximately 66.2% and 61.7% of
Marisa Lojus sales in Yune 2007 and 2006, respectively.

1.3.1.1. Primos Participagbes Lida. (*Primna") - established on February 25, 2000, is priroarily
engaged in managing the pavchase of personal insurance by bolders of the “Cariflo
Marisa® cards from fnsureas.

1.3.1.2. TCM Participages Lida. (“TCM™) - founded on April 14, 2004, is primarily engaged in
providing collection, credit advisory, and “Canides Mariza™ collection portfolio
management services, Since April 1, 2007, TCM has been inoperative, and ccased to
petform its activities, which, from that date, have been conducted by Credl-21.

1.3.1.3, TEF Servicos de Processamento de Dados Luda. (“TEF"}) - sstablished on March 16, 2005,
18 primarily engaged in printing end mailing the “Cartio Marisa™ bills, Since April 1,
2007, TEF bas been inoperative, and. ceased 1o pecform ifs ectivities, which, from that
datz, have been conducted by Credi-21,

L4, As of Juns 30, 2006, the Company also holds ownership interest in Special Pucpose Entities (SPEs):

14.1

14.2.

Actlo PanticipagBes Lids. (“Actio™), established on Fetmuary 12, 1999, is primarily engaged in
providing processing services of ows credit card “Canfio Marisa”, Since March 1, 2007, Actio has
been inopemative, and ceased to perform its activities, which, from that date, have been condocted
by Credi-21.

Athol Coméreio Atscadista de Artigos do Vestusrio e Complementos Ltda. (“Athol™), Ligica
Comércio Atacadista do Artiges do Vestudrio o Complementos Ltda. {*Légica”), Racional
Coméreio Atacadista de Artigos do Vestagrio e Complementos Lida. (“Racional), Ativa Comézelo
Atacadists do Artigos do Vestuéirio e Complementos Lida. ("Ativa"), Pax Comércio Atacadista de
Artigos do Vestudrio e Complementos Ltda. (“Fax"), and Transfer Comézcio Atecadista do Artigos
do Vestudsrio e Complementos Lida, (“Transfer”), which are primarily engaged in the wholssale of
clothing znd notions in general, and can also import or export this merchandise, and hold interests
in other companies, as parmer or sharckolder, Since Jamsary 1, 2007, the Companies have been
inoperetive, and ceased to pecfarm their activitiss, which, from that dats, have beea conducted by
Merisa Lojas.

2. PRESENTATION OF FINANCIAL STATEMENTS

The financia) statcments have been prepared in accordance with Brazillan accounting practioes end
stendards esteblished by the Brazilian Securities Commigsion (CVM), using criteria that are consistent with those
adupted for the prepamation of the financial staternents 23 of December 31, 2006.

The individual and consolidated information related to balance sheet accounts and result for the eix-month
period ended June 30, 2007 {8 presented in comparison with the individual and combined balances for the
six.month period ended June 30, 2006, respectively, according to the balances determined in sccordance with the
Brezilian corporate law.
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Marisa S.A, and Subsidiaries aud Marisa Group Companies

Due to the initial public offering of the Compeny's shares that i3 in progress, the Company's management i

presenting the combined financial statemesnts for the six-roonth period ended June 30, 2006, s if the shareholders
of the related companies that are under common control end management had contributed their interests in
investees to the Company's capital since Fanuary 1, 2004, which occured i December 2006, as proposed and
spproved at the skarcholdery’ meeting.

For the purpose of allowing the users a better understanding of the Company's operations and the financial

staternents for the six-month period epded Juae 30, 2007, included in the prospectus of the initial pubkic offering
of the Compemy's sheres thet iz in progress, we are presenting these financial statements in comparison with the
balance sheet balances for the six-period ended June 30, 2006.

3. SIGNIFICANT ACCOUNTING PRACTICES

a)

b)

d)

e

Results of operrtions
Income and expenses are recorded on the accrual basis.

Resale revenus and related costs are recorded upon the delivery of products to enstomers and credit
card service revenus is recorded upon the provision of the service. Revenue from services provided ia
recognized in the statement of operations whea eatned,

Accounting estimates

The preparation of financial statements requires the Companics’ management to make estimates and
assumptions that affect the reported amouvnts of assets and liabilities and other transactions., Accordingly, the
financial statements include severel estimates related to adjustments to present valus, allowancs for donbtful
accounts, provision for inventory losses, usefil lives of property and equipent and required reserves for
contingent liabilities, to make projections and determine the impairment of fixed assets, deferred charges
and deferred incomo tax assets, as well g to determine the provision for income tax. As the Company’s
Judgment involves estimates related to the kikelihood of fature ovents, actual results could differ from those

cstimates,
Cash and cash cquivalonts

Represented by highly liquid investments, with original reaturities of up to 90 days, stated at cost plus
incoms earned through the balance sheet dates and adjusted, when applicable, to thieir equivalent fair valus.

Marketable securities

Represented by investments in shares of other companies purchased to be actively and frequently
traded, stated at cost plus income earned, and adjusted to fair value at the balance sheet dates, with
unrealized gains and losses recorded in results for the six-month periods.

Allowance for doubtful accounts

Recorded based on an analysts of risks on realization of receivabies, in 20 amount considsred sufficient
to cover possible losses. :

Inventories

Stated at average cost of acquisition, adjusted to market valus and including a provision for losscs,
when applicable.
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i)

i)

k)

)

w)

n)

o)

Marksa 5.A. and Subsidiaries and Marisa Groop Conapanies

‘Investments

Represented by invastments in subsidiaries acconnted for under the equity method, as mentioned in
notes 4 and 12 )

Property and oquipment

Stated at noquisition or construction ¢ost, less accummiated depreciation. Depreclation Is calcnlated
under the straight-line metod, at rates based on the useful lives of the nsscis, as shown in note 13,

Other current and noncurrent aseets
Stated at net realizable value,
Current and noncurrent liahilities

Stated at known o« estimated amounts, plus, if applicable, related charges and monetary aud exchange
variations incured through the balance sheat dates.

Foreign currency-denominated amounts subject to exchange variation

Monetary assets and lisbilities denumninated in fnm'ign currencics wero translated into Brazilian reais at
the exchange rate prevailing at the balance sheet dates.

Income and social contribution taxes

The provision for income tax was reconled by the companies Marisa Lojas and Credi-21 at the rate of
15%, plus & 10% surtax on taxable income exceeding R$240. The provision for social contribution tax was
calenlated ot the rate of 9% on taxable income. Deferred income and sociel contribution taxes recarded in
current and noncurent assets arise from temporerily nondeductible sxpenses. Additionally, defemred incoms
and social contribution taxes for tax loss carryforwards were recognized.

Pursuant to CVM Resolution No, 273/98 and CVM Instruction No, 371/02, deferred taxes are recorded
at probable realizable values. The details are disclosed in note 10.

For the companies Fix, Primos, TCM, TEF, Due Mille, Actio, Athol, Légice, Racional, Ative, Fax and
Transfer, incoms and social contribution taxes are calculated undec the critesia established by provailing tax
legislation, using the deemed income method.

Loans and financing

Adjnsted based on interest, monetary and exchangs veriations and financial charges incurred through
the balance shset dates, as esteblished in contracty and shown {n note 13,

Reserve for contingencles

Monetarily adjusted through the balance sheet dates, by the probable amount of 1oss, acoording to the
nature of each contingency end based on the opinion of the Companies’ legel counsel. The basis and nature
of the reserve for contingencies are described in aote 18.
Financial instruments - derivatives
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)

1)

8)

Marisa S.A, ond Subsldiaries snd Marisa Groop Companles

Recorded on the accrual basis, Gains eamed and losses incurred as a result of these contracts are
recognized as adjustments to financial income aud expenses.

Financial income and expenses

Financial income and capenses basically include interest on loans, net of interest receivable on cash
investments, monetary variation and exchange pains and losses, discounts granted by suppliers on
prepayment of trads notes, and gains and Josses on derivative financial instraments, which are recognized in
results for the six-month periods,

Adjustments to present value

Purchese and sales transactions in fixed installments have been adjusted to their present value becanse
of their maturitles, using the average rato of the financial charges incozred by the Companies on the funds
raised, both for customers and supplicrs.

The recogrition of the adjustment to present value of purchases is mads under the captions “Trade
aceounts payable™ and “Inventories” (note 8) and its reversal is mede against the caption *Financial {ocama™
(note 22), according to maturity, in the cass of trade accounts payable, and realization of inventarles in
relation o the recorded amounts. The adjustment to present value of sales in installments has a
comesponding entry in the caption “Trade accounts receivable” (note 7) and its realization is recorded as
financial income (note 22) according to maturity,

Statements of ensh flows

The Company is presenting in the Appendix, as supplemental Information, the individual, consolidated
and combined statements of cash flows prepared in accordance with Accovnting Standard and Procedure 20
(NPC 20} - "Statement of Cash Flows", issued by the Brazilian Institute of Independent Auditors
(IBRACON).
Earnings per share

Calculated based on the sumber of shares sutstanding at the balnce sheet dates.

4. CONSOLIDATED FINANCIAL STATEMENTS

The consalidated and combined financial statements have been prepared in sccordance with the

conzolidation criteria get forth by Brazilian accounting practioes and CVM regulations, and include the financial
statemants of the Company and irs direct subsidlariss and SPEs, described below:

% ownevahip intevest
Sobaldiaries 06/58/2007  OG/IN2006
Marisa Lojas Varejistas Lida, 99.99 99.99
Due Mille Participages Ltda, . 99.91 99.97
Fix Participagtes Ltds. 99,96 92.82
Credi-21 Participagbes Lida(*) 99.9% 92.80
Primos Participagbes Ltda,(*) 96.08 9244
TCM Participaglies Ltda.(*) 99.37 .81
TEF Servigos de Processamento de Dados Lida(*) 94.34 87.57

(*) Indirect subsidiaries.
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Marisa S.A. and Subsidlaries and Marisa Grotp Companies

As of June 30, 2006, the following SPEs (*) were combined:
* Actio ParticipagBes Ltda,
+ Athol Comérclo Atacadista de Astigos do Vestudrio e Complementos Ltda,
« Légica Coméreio Atacadista de Artigos do Vestudrio ¢ Complementos Lida,
 Racional Comércio Atacadista de Artigos do Vestdrio e Complementos Lida,
« Ativa Comércio Atcadista de Artigos da Vestudrio ¢ Complementos Ltda,
» Pax Comércio Atecadista de Artigos do Vestudrio ¢ Complementos Lida,
*» Transfer Comércio Atecadists de Antigos do Vestulirio o Complementos Lida.

(*) Inessence, considering their relationship with Marisa Lojas, the opertions of the SPEs are indirectly
controlied by the Company, and these Companies are fully owned by Begoldi Comércio, Pasticipagio ¢
Administracio S.A.

The results of the operations of the SPEs, which are engeged in providing “Cartio Marisa™ data processing
services and the wholesale of clothing and notions in general, are directly or indirectly impacted by Marisa Lojas
and have therefore been included in the consolidated financlal statements, 83 established by CVM Instruction
No. 408/04. .

Since March 31, 2007, the SPEs have not been consolidated, as established by CVM Instraction No. 408/04,
considering that sinoe March 1, 2007, Actio ceased to provide own credit card data processing services to
Credi-21, which, from that date, performsa this activity using its own funds. Since January 1, 2007, the SPBs,
which were engaged in the wholesale of clothing and potions In general, have discontinued their operations.
Beginning that date, Marisa Lojas purchases afl products for resale directly from its suppliers.

In the preparation of the consolidated and combined financial statements, financial statements a3 of the same
dates #nd consistent with the scoovnting practices described in note 3 were used, The Campany’s investments in
proportion to'the investor’s interest in the subsidiaries’ shareholdecs® equity snd results, intercompany balances
and transactions, and unrealized profits, net of income and social contribution taxes, have been eliminated. The
minoeity interest in the Companics controlled by the Company has been recorded in @ scparato caption. The net
equity balances of the SPEs have been recorded as payables to the holding company Begoldi Coméreio,
Participagtio ¢ Administraglio S.A. in current liabilities, as shown in item (b) of zoto 11, since the Company has
po direct ownership interest in theso SPEs, The classification was maintainsd in current liabilities becanse of

their nature.
5. CASH AND CASH EQUIVALENTS

Consolidated Combined
O?bmm CV3Z007  OG3NINGE

Cash -— 5,624 3,201
Banks(a) —_ 14,233 4,501
Temporery cash investments(b) 4,290 142,454 71,878

4,250 162,311 79,580

() Sece nots 15, guarantees on loans and financing.
R10



Marksa 8.A. and Snbsidiaries and Marisa Groop Companfes

() Asof June 30, 2007 and 2006, the balance of “Temporary cash investments” is as follows:

Yicdrataln Coswlitdated Combined
2007 « % 063072007  OGIMV2006

Fixed {ncome - Saftai) T 80,642 —_
Fixed incoms X-21 - Calyon(li) 2.50 40,785 -

" Flowers Multimercado - Calyon(il) - — 52254
Fox - FIA(iv) . - — 12,066
Credit Suisss - portfolio(v) 625 7,890 —
Multigestio - Safta - — 464
Other - 13,157 2917

142,454 71,878
I——— ——§ [—————]

(i) Refers to 473,591 sharcs held as of June 30, 2007 o o financial investment fund menaged by Crédit
Agricole Private Capital Management, recorded at fair value. As of June 30, the portfolio is basically
composed of Bank Cextificates of Deposit (CDBs) and 78% invested in Government Debt Securitics,

(ii) Referst 167,887,369 shares held ag of June 30, 2007 io a financial investment fund managed by Crédit
Agricole Private Cepital Management, recorded at fair value. As of June 30, the portfolio is basically
composed of Bank Certificates of Deposit (CDBs) and 89.45% invested in Government Debt Securities
(National Treasury Bills « LTNs and Treasury Bills - LFTs).

{iii) Refers to 11,929,286 shares held as of June 38, 2006 in a financial investment fund, composed of shares in
severn} other balanced 2nd equity funds, managed by Crédit Agricole Private Capltal Management,
recosded at fair valus,

(iv) Refers to 6,662 shares held as of June 30, 2006 in an investment fund in shares of other companies,
managed by Banco Itad S.A., recorded at fair value.

(v) Refers to 815,776 shares hold 28 of Jupe 30, 2007 in a financial investment fund, composed of 68%
invested in National Treasury Bills (L'TNs) and 32% io National Treasury Netos (NTNs),

As of June 30, 2007, R$246 of the total amotnt of the caption “Baoks™ snd R$S5,815 of the caption
“Temporary cash investments™ wers legally frozen.

6. MARKETABLE SECURITIES
Yildratetn  Copsolidated Combioed
2007 - % 063072007 06302006
Anstrian bonds(*) 91.20ofCDI 81524 T2.826
Other companies’ shares:
Companhia Vale do Rio Doce S.A. ~ o) |
Banco Unibanco S.A. —_ 100
Petréloo Bragileiro S.A. - Petrobras — 408
Perdigio S.A, -— 411
Cosan S.A. — 523
Blasken S.A. . 276 —
Other shares 17 939

Bar  folds

(*) Refers to Austrian government debt securities, adjusted based on 91.20% of the interbank deposit rats (CDI)
as of Juns 30, 2007 and 2006, On Jenuary 13, 2006, the subsidiary Marisa Lojag acquired Austrian
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government honds, the g0 - called “Austrian Bonds™, with maturity on July 11, 2007, Tbese bonds are issued
by stats companies, all owned by the Aastiien Govemment, to raise fands for their projects, Specifically in
this transaction, Marisa Lojas acquired bonds issued by an Austrian federal highway called O¢BB
Infrastrulctr Bzu AG,

7. TRADE ACCOUNTS RECEIVABLE

06 N20NT  BE/32006

Truds accounts receivable - Cartio Marisa;

Currcot:
From 211 to 240 days 21973 6,610
From 181 to 210 dayz 10,142 5,194
Fram 151 to 180 days ' 17,795 15343
From 121 to 150 days 24,507 20,822
From 91 to 120 days 37212 25161
From 61 to 90 days 50,765 21,531
From 31 to 60 days 56,652 32,749
Up to 30 days 24,403 40,123
Consolidated  Cumbined
043007  0630/LD06
Prat-dus:
Up to 30 days 104,742 46,036
From 31 to 60 days 17,213 5,806
From 61 to 90 days 14,420 4,830
From 91 to 120 days 22432 4,716
From 121 to 150 days 16,241 4,975
From 151 to 180 days 19,114 6911
437671 246,863
Credit card companies - third parties 27,402 18,303
Other receivables 192 489
Allowance for doubtful sccounts (30,504) (19.809)
Adjustment 1o present value G.191) (5230
431,570 240616
8. INVENTORIES
Consolidated Comdined
052007 OGMVZ006
Goods for resale 139,075 98,203
Adjustment to present vale (1,801) (1,300)
Provision for joventory losses (2,113)  (3,063)

135,161 93,840
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9. RECOVERABLE TAXES

Income tax for offset

COFINS (tax on reverne)

FIS (tax on revenue)

ICMS (state VAT)

CSLL (social contribution on et profit)
Other

Current assets

Recoverable ICMS
COFINS
PIS

Noncurrent assets

10. INOOME AND SOCIAL CONTRIBUTION TAXES

a) Deferred income and social contribution taxes

Noncurrent:
Tax contingencies
Labor contingencies
Civil contingencies
Provision for inventory losses
Provision for adjustmant to present valus
Provision for swap losses
Other
Allowance for doubtful accounts
Sucial contribution tax Joss carryforwards
Tax loss

Statutory rate

Current assets
Noncwrent assets

P13

06/3072007 (6302006

Conslldated
O8/30/2007

11.91¢
1,718

3,920
550
105

18,639
9,793

9,793

5460

3,656
184

10,282

1,208
694
233

2135

Combined
Q67302006

IRP}

CSLL

IRPJ

CSLL

66,295
15,123
10,210
613
2,764
16,779
5,159
29,038

65,503

66,295
15,123
10,210
613
2,764
16,779
5,159
29,038
79292

81,670
8,316
2,540
3.064
4,970

1,039
0

16297

81,670
8316
2,540
3,064
4970
2,863

T

67,796

211,434
25%

225273

117,966

9% 25%

171,289
%

52871

20,215

29492

15416

17.220
35,651

T441
12,834

29492

15416
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Based on projecions of future taxable income of the Company's subsidiaries, the estimated recovery of the
consolidated deferred income and social contribution tax estets on tax loss carryforwards is as follows:

Catotidated

06302007
2009 7.511
2010 9,816
201 14,427
2012 16,731
. “"“""‘48' 485
m———

The asset amount recorded 33 imited to amounts whose offcet is based on projected taxable incoms,
discounted to present valus, realized by the Company's subsidianies for the next five years, also considering that
the offset of t2x loss carryforwards is limited to 30% of the annual traxable income befors income tax, as
determined by Brazilian tax legislation.

The balance of deferred inconte tax e of June 30, 2007 and 2006 includes the totsl effect of 1ax losses of the
subsidiary Marisa Lojas and, as of June 30, 2007, of the subsidiary Credi-21, which can be cearried forwerd
indefindtedy and can be offset againat fure tixebls incoms.

On ths temporary difference amount, as of June 30, 2006, totaling R$59, of the subsidiary Credi-21, the
deferred chaypes amount of R$20 was not recorded becanse, for that six-month period, there were 0o projections
of future taxable income supporting its realization,

It is estimated that the balunce referding to deferred taxes arising from temporary differcnces as of Jone 30,
2007 will be realized by 2012, However, we are unable 1o accurately estimate the years over which these
temporary differences will be realized, as most of ther arc subject to court decisions over which the Company
bhas no control or for which the Company is unable to predict whes a final and anappenlable daciaton will be
issued.

Foture taxabie income projsctiony include various estimates as lo the performance of the Brazilian and
intemational ecopomiss, selection of exchange rates, sales volumne, ssles prices, tax rates, arnong others, which
may differ from actual data and smounts.

As the income and social contribution tax balance resulls aot only from taxable incoms, but also from the
tax and corporats structurs of the Company’s subsidiaries, the existence of nontaxable revenues, nondeductible
cXpenses, tax exemptions and jncentives and various other verigbles, thera is no material relation between the net
income of the Company's subsidieries mmd the income and social cantribution tax balance. Accordingly, the
evolution of the tax loss offset should not be considered an indication of future profits of the Company's
subsidiarios.
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b) Reconciliztion of effective income and social contribution tax expenses:

063072007 0632006

Income (loss) before income and social contribution taxes, depreciation of span-off
property and equipment, equity in real estate companies and income from rental of

spun-off praperty 15282 (20,742)
Equity in real estate companies - 2,090
Expense on depreciation of spun-off property and equiproent — (1,260)
Income from rental of spun-off property — 895
Income (Joss), basis for caleulation of income and social contributlon taxes 15282  (19,017)
Statutory mte 34% 34%
Expected incoms and social coniributian (expense) income, at statutory mte {5,196) 6,466
)  Effect of income and social contribution taxes on permanent

differences:
Fine on tax deficiency notices —_ (88)
Equity in guhsidiaries 17,932 2,267
Loss on variable income investments higher than gains {4711 {5,825)
Interest - Austrian bonds 1,057 1,099
Other permanent additions (deductions) (1,171 1,618
Income (loss), except financial income, of subsidiaries taxed based on deemed income:
Reversal of taxation effect - taxable income {11,596 10,994
Taxation based on deemed income, using gross revenus from sales as tax basis (2,767) (5,654)
ii)  Effect of income and social contribution taxcs on temporary differences and (ax
losses for the six-month period, for which deferred taxes weres recorded as there
was no strong evidence of thedr realization in the pedod:
Temporary differeaces 8,302 1,461
Tax lass carryforwards 16,272 2,934
iii) Effect of income and social contribution taxes on temporary differences and tax
losges for the six-month period, for which deferred taxes were not recorded as
there was no strong evidence of their realization in the period:
Temporary differences 0 300
iv)  Credits arising from income tax - related confingencies(*) — (4.868)
22582 10,074
Tacome and social contribution taxes ~ current (5,250)  {10,055)
Deferred income and social contribution taxey 27832 20,769

(*)  Amounts relted to the paymest in instaliments of 2n iocoms tax deficiency notice (sce note 19) and

income tax-related contingencies - Law No, 8200/91 (see note 18.(c)).

Under provailing tax legistation, the accounting and tax records for the past § years, related o incoms and
social contribution taxes, are open to review by tax authoritics. Other taxes and contributions ate ope to roview

and approval by tax authorities for varying statutory perfods.
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11, RELATED PARTIES
The balances and transactiona with related parties are as follows:

Noncurrent assets -
Related party:
Bepoldi Comércio, Participagtio ¢ Administraghio S.A.(s)
Begoldi Coméreio, Participagiio ¢ Administragsio S_A(c)
Other related partics

Current liabilities:
Related party -
Begoaldi Comércia, Participagiio e Administragiio S.A. (b)
Advance for future capital increase granted by Begoldi Comérdio,
Participacio ¢ Administra¢io 5.A.(d)
Rentals payable(s):
Nix Admintstraciio e Participagtio Lide.
Mareasa Participacbes Lida,
Novay ParticipagBes Lida.
Actio Participagoes Ltda,
Otber

Dividends:
Begoldi Comércio, Participagfio ¢ Administragiio S.A. and Flin
Participacbes Ltda.(f)

Income (¢xpenses) -
Rentals of Group real estate properties(s)

BE38200T7  06/3072006

-— 1,895 11,124
- - 3,605
— 38. 64
— -_ 12,556
- —- 33815
- 869 286
— 216 17
— 814 L7)|
~— 415 -
— 2314 17,599
33,318 33318 —
2,044 2130 728
35,362 35,468 728
— 11,095 5,803

{a) Refers to advances granted by Begold! to subsidiaries and SPEs for the payment of taxes and administrative
expenses in general, which ars not subject to interest, Balances are classified in noncurrent assets because

they have undetermined meturity dates.

(®) As of June 30, 2006, the amount payable to the parent company Begoldi is added by the net equities of the
SPEs, which were combined into the Company, as shown in notes 1 and 4, and the amounts of assets and

Jinbilities of thess entities are as follows:

Albol  Ligia  Raclomal

Cash and cush equivalents 633 2016 614
Trade accounts receivable 7,705 7529 7988
Other receivables 46 491 551
Noncurrent assets 12 @ — —

Property and equipment 84 —_ —

Total assets 8,980 10,036 9,153
Trade accounts payable 4315 4,129 4410
Taxes payeble 817 982 997
Other payables 4 7 5
Toial lisbilitics 5136 35,118 5412
Shareholders’ equity 3,844 4918 3741

P16

W ol
glE

5
=]
o w o
I=l8lz=B811 1 281 (¥

Ins gl !

3
—
w

lal

Total

3.263
24,251
1,883
12



Marisa §.A. and Snbsidiaries and Marisa Groop Companies

(c) Remaining balance of the assignment of Marisa Lojas credit card receivibles to Begoldi, with the approval
of Credi-21, through a current aceount agreement.

{4} Advance for future capital increass granted by Begoldi to Marisa Lojas,
(&) Refers to rentals peyable to related companies, ns shown in note 24 £.
(f) Refersto dividends due by the holding company Marisa S.A.

(g) Refers to rentals paid by the Group companies,

Nix Administraglies ¢ Participagdes Lida. 3321 1,677
Mareasa Participagbes Ltda. 1,158 958
Actio ParticipagBes Ltda, 2485 —
Novay Perticipagbes Ltda, 4,131 3,168

nos s
12, INVESTMENTS

Company and consolidated investments are as follows:

Investment Equity in subskiiaries
Shareholders’ equity Orvsersiip Interest % Company Consoliduted Combined Company Combined
06372007 0E/3002006 0G/30/2007 O6/30/2006 OS3V2007 08302007 06302006 02007 06302006

®)
Marisa Lojas
Varejistas Lida, 40,057 — 9959 — 40,057 — - 5968 —
Due Mille .
Participagles Ltda. 4,925 — 999 —_— 4921 — — 3462 —
Fix Participagles Ltda. 32,684 —_ %9 - 32683 —_ — 31500 -
Investment in real
estats companiss:
Traditio

Paticipagbes

7671 26.68 — — 2047 — (32
Lida. 1,456 9998  — - 1,496  — 61

a19m 9155 8731 ~ 831

{
I

10,506 — 1,230
60.7Eg — 209

Lida.(a) 34,841 30.15

77,661
77,661

ol

60,788 40,930 2,090

(») Indirect ownership interest through Actio ParticipacSes Lida. (SPE) and Primnos Partici Lida. as of
June 30, 2006. As of 30 June 30 2007, Actio ParticipagBes Lida. (SPE) was not consolidated because,
beginning March 1, 2007, it coased to provids own credit card data processing services to Credi-21, which,
from that date, performs thig activities using its owa funds,

(b} Equity in real statc companies.
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13. PROPERTY AND EQUIPMENTY AND INTANGIBLE ASSETS

Avernge Combined
Aupreciation Conpelidxted 06/30/2007 0473042006
rate-% Cest  Depreciation Nat Net
Property apd equipment:
Installations 10 30,584 (15474) 15110 11373
Leasehold improvements 20 164456 (59.282) 105,174 50360
IT equipment . 20 24563  (13,055) 11,508 10,108
Fumiture and fixtures 10 21,983 (5.864) 16119 9929
Vehicles 20 1% (169) 13 168
Construction in progress -_ 12,185 — 12,185 54
Other property and equipment 10 460 (41) 419 386
254413  (93,885) 160,528 . 82,378
f—— -3 —— f=—— ————]
Intangible assets - .
Goodwill(*) —_ 15,020 —_— 15020 12,509
Spun-off property and oquipment
Land - - - — 15668
Buildings - 6 — - BMT

31,985

{*) Represented by goodwill acquired by the subsidiary Marisa Lojas aixd based on commercial locations where
the Marisa and Mariza Famflia stores ars located, which is en intangible asset thal can be sold and is not
impaired with time. However, the subsidiary Marisa Lojas tests this asset for impairment annually,

14, TRADE ACCOUNTS PAYABLE

_ As of Tune 30, 2007 rnd 2006, the Campany bad 550 supplicrs, all Jocated In Brazil, At the balance sheet

date, the five maie suppliers accounted for approximately 17% (23% in 2006) of total trade accounts paysble and
none represented individually mere than $% (8% in 2006), Individually, other suppliers do not represent more
than 2% (3% in 2006 of total trade accounts payable.
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15. LOANS AND FINANCING
As of June 30, 2007 and 2006, the Company's uubsidinduﬁadthefollowing Yoans in Brazilian reais:

Cansolidated Cambined .
Priocipal Interest 063872007 06302006 Charges Matmity

—— —_—

2000 &1 2,061 3,060 Intexest of 206% of CDMa)  July 2007
3900 249 49 3948 iInterestof 108.5% of CDI(a)  Fuly 2007

scoount - - - 6212 — —
Baneo Bradesco - BNDES Interestof 65% p + )
1,886 399 2285 1,083 TILPD) Apell 2009
Banco Safra - boyer
Banco Safra - working -7 - 1054 Tnteroat 0% Fr
Anco - wonk] Erem 04 From July 2007 to January
162,118 2,009 164,127 20,888 2005p-a.+0)1‘(u‘ 2008
Banoo Safea - FINAME 2 s 7y b3y {erestfrom 4.5% pate  Prom Amgart 2007 to Jamasty
3% pa + ) 2010
Banco Sntantder ~

2770
and 3. 221(*) 30139 936 33075 43004 Intersstof HI3%ofCDI()  From Augustto October 2007
Unibanco S.A. - boyer

ﬂnlmh:gA 7656 28 189 7777  Interestof 5% pa+ C'-DI(A) Jaly 2007
Unibancy Resotutlon Tnterest from 2.83% p.
2, 13731 614 14347 10,506 317% pe +CD l) September 2007
BNDES 1,430 24 1,454 237y . Iotrestfrom4.5% pa.to Fooes December 2007 10
55%pa+ ) Febroary 2009
Bunco Iyl - ReauI Intecest 170%pa o
No. 2770 IMS,nl(‘) 19152 612 20,54 12,168 288% pa v CDIl(,l) Septenther 2007
Banco Itad - Resohutio lnmumz.sm PR &0
No. 2,770 and 3.22!(‘) 15293 223 15516 11,942 LE0% .|.+Cbl(n) Ssptembes to December 2007
Banoo J, Safe SA. - loas hmlﬂ'omlalﬁ ’
25000 121 2512 24319 2.00% pa + CD| ) July 2007
Banco Credlt Suisse S.A.(¥) 62,430 15247 77,677 18,677 Intereat o 111% ol' m[( Jualy 207
Baoco Credit Sulise SA("Y — 1) 1,760 65594  Interestof 106% of August 201}
Banco Credit Sulsse *) Proen August 2007 to
. 27546 M5 27891 65341  Interestof 108% of CDla) Febwuary 2009
BNDES financing 13829 1389 15218 — Immncfls‘)ip.a.i- Pn;;lgptﬁmlltohp:ﬂ
UBS Pactual 48404 1 HF 45733 — !mmaé::lﬂu pL+ February 2009
()
Banco Gitibsak « Resolutlon :
No. 2,770(*) A1’ 0 2680 -— Interast of 13.58% p.o. Bepiber 2007
465,306 26,023 491329 310419
Noocurreat lebilities:
Fingncing « BNDES 95,827 - 95877 — Intecest of 2.8% pa. + E%zl;gu 2011 to Apdl
Banoo Credit Sulsse 5.A.(%) Interest of Mhm 108% of  Prom Augost 2007 to Ageit
5 — 93258 1,996 CDIS- 2012
Safra S.A. - FINAME B3 -~ 843 670 Tntersst from to From Apell 2008 to December
93P + 2009
Bazeo Bradesco S.A. - lnmdﬁ-Sﬁp.l.q»
BNDES 1809 — 180 5214 TILPQ) Apail 2009
UBS Pectoal NI — IS — mg{.{zgﬁm+ Februaty 2009
Unibanco S.A. - BNDRS 128 - 188 1,573 Inlnt:m 4.5% .a). 055  Decomber 2007
P+
235 — mnt 9,455

() CT1 - Interhank cextificate of deposil.
(%) TILP - Long-term toterest rate.,
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Quartedly rate - %
Index T 0GI006
TILP - Long-term interest mate 650 8.15
CDI - nterbank certificate of deposit 1137 15.15

(*) On the sams date this fund was raised, the subsidiaries Marisa Lojas and Credi-21 entered into swap
transactions to hedge their exposure to market, currency, and interest rate risks. As of June 30, 2007 the
swap balance recorded uader loans end financing in current liabilities, with a comresponding entry in
financial expenses, was R$34,280 (R$ 8,151 in 2006).

As of June 30, 2007 and 2006, loans and financing in non current liabilities mature as follows:

Consolidated Combined
042007 083072006

2008 — 6,722
2009 78,550 2,733
2010 ' 29,093 —
2011 26,344 —_
2012 $9,534 —
223,521 2,455
=
Covenanty

As of June 30, 2007 and 2006, the subsidiarics have loans and financing with covenants under the loan
agrecments entered into with banks, Some of these covenmnts have boen met end athers have not, The
covenants related to the financial indicators required in the loan agreements entered into with Banco Credit
Suisse S.A. aud Unibanco S.A. - BNDES for the six-month periods then ended are as follows;

Banco Credit Sulsse S.A,

Indebtedness shonld oot exceed R$350,000 {not met).

Payment of dividends and interest on capital should not exceed 40% of net income (not met in 2006).
Discloss annnal or quartecly financial reports.

Unibanco §.A - BNDES
‘Transfer of fands (“loan agresments™) between subsidiaries and affiliates cannot exceed R$30,000 (not
met).

Total indebiedness should exceed 150% of EBITDA or 15% of shareholders’ equity (oot met},
Financial expenses for the period should vot exceed 40% of ERITDA.

Dividends paid should be limited to 15% of net incoms, and interest on capital to 5% of shareholders’
equity, as long as the emoint does not oxceed half the amount of the {nventory profit reserve (oot met).

Oa April 30, 2007, the Company's subsidiarics signed an amendment to the financing agreements entered
into with Unibanco S.A. - BNDES, under which. the creditors excluded the abovementioned covenants from

such agreements.
R20
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Guarantees on loans and financing

The loans and financing are gusranteed by the following related parties:

Company

Nix Administraglio ¢ Participacio Ltda,

Marisa Lojas Vesefistas Lida,

Begoldi Comércio, Participaglio ¢
Admininteagiio S.A.

Nix Administraco ¢ Participagiio Lida,

Nix Administracho ¢ Participaciio Lida,

Bepoldi Comércio, Participaglio ¢
AdministragSo S.A., and Nix
Administrago e Participaglio Lida.

Nix Administragfo e Participagfio Lida,

Begoldi Comérclo, Participagiio ¢
Administragfio S.A. and Nix
AdministragBo ¢ Participagfio Lida,

Nix Administragfio e Participagho Ltda.

Begoldi Comércio, Participagho e
Administragsio §.A.

Marisa Lojas Varejistas Ltdz,
Nix Administracio & Pasticipaglio Ltda.

Muarisa Lojes Vercjistas Lida

Consolidated  Combined
0302007 06302006
Financial institnticn Typo of gnaraniea ) R$
Bapco Credit Suisss $.A. Promissory note 64,618 142,439
BNDES financing Bank gusrantees 109,656 3,900
Banco Citibapk -

Resolution No, 2,770 Promissorynots 30,544 —
Banco Santander Promissory note 37,139 42,623
Banco Safra S.A. Promissory nots 162,363 31,576
Banco Itad - Resolutions

No.2,770and 3,221 Promissorynote 35,044 24,223

Real estate
Banco Bradesco S.A. property(a) 5315 5,569
Unibanco - Unifio de Real estate

Bancos Brasileiros property(a) +

S.A. pledge 2872 3523
Banco Alfs S.A. Promissory sote 2,400 3,600
Banco UBS Pactial Guarzatce —_ —_
Banco Safra S.A. -

FINAME Promissory note 1,740 1,579
Banco J, Safra Promissory nots 25,060 20,800

Fiduciary
Banro Credit Suisse S.A.  transfer(b) 6,078 -
482,769 279,842

(a) As of June 30, 2007 and 2006, the real estate properties offered in guarantec were recorded at the net book
value of R$3,948 and R$4,807, respectively,

(b) Privats agreement for the fiduciary transfer of neccivables and other covenants, under which Marisa Lojas
fiduciarily transferred to Benco Credit Suisse S.A., 75% of all it receivables from billings of its stores
related 1o sales carried cut with two credit cand companies, Redecard 8.A. and Companhia Brasileira de
Meios de Pagamento, which is effective until the repeyment of the loan. Marisa Lojes shall keop in the
account where the revenues given in guarantes are deposited an amonnt at least three times higher than the
amount required to pay an instaliment of the debt to Banco Credit Suisss S.A.
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16. LEASE

The subsidiarjes Marisa Lojas and Credi-21 have Jeaso commitments for equipment, for periods ranging
frem 24 to 36 months and bearing an average interest rate equal to CDI plus 1.73% per year, whereby assets are
10 be purchased at the cnd of the lease agreements for 8 symbolic residual vatue, These futare lease
commitments, which are treate< a5 expenss et payments are made, total approximately R$9,974 as of June 30,
2007 (R$6,575 In 2006).

As of June 30, 2007 and 2006, lease commitments sie as follows:

Year RS

Year )
2007 - 2,366
2008 4,863 3,587
2009 3,558 622
2010 1,326 -
2011 1 il
Total 9,974 6575

Had such transactions been recorded as purchass of property fnd equipment for payment in instaliments, the
balance of property and equipment &8 of June 30, 2007 would be increased by R$11,659, Liabilitdes would be
increased by R$9,974, and sharcholders' equity as of that date would be increased by R¥1,685 (R$7,549,
R$6,575 0 R$973, respectively as of June 30, 2006).

17. TAXES PAYABLE

Consolidated  Combined
OEIVZN0T 06303006

IRPJ 2 14917 11295

CSLL - 351 2887

COFINS — 4488 3,022

PIS - 974 656

ICMS - 9806 7933

Other ] 147 1314
21

35,443 27,107
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18. RESERVE FOR CONTINGENCIES

The Company's subsidieries are parties to tax, civil and Iabor lawsuits abd in civil administrative

proceedings. Management, based on the opinfon of its legal covmse] and advisors, belioves that the reserve for
coatingencies is sufficient to cover probable losses. The balances of the reserves for contingencies are as follows:

Combtned Consolidsted
08302006 83312W07(1) Additlons Writeols Cluarges  06/30/2007
Tax:
COFINS(a) 3714 39,743 —_ 557 40,340
COFINS() 5612 3,808 o —_— 9 5997
IRPJ - Law No. 8,200/9(c) 7482 7,482 - — — 7,482
FGTS (severance pay fund}(d) 3314 3,944 86 — 4 4,104
13% salary injunction(e) 3,659 3,659 —_ — — 3,659
State Poverty Alleviation Pund )
(FECP) - RI(D) 1,885 1,750 1,676 — — 3,426
Taxable income computation book
(LALUR) 3,342 1,671 1,671
CSLL{g} 1,597 934 — — 77 1,01
Other tax contingencics 18,663 3262 — —t n _ 3275
83,263 68,343 1762 — 860 70,965
Labor(h} 10,046 14,646 477 —_ —_ 15,123
Civil(l} 2,540 7950 2275 — — 10,225
Total contingencies 95,854 90,939 4514 — 360 96,313
Bscrow deposits (17.805) (15385) (2,141} —_ - (17.526)
78,049 75,554 78,787

3}

{a)

(®)

©

In compliance with CVM Resclution No.489, the Company is disclosing the change in the resecve for
contingencies for the six-month period ended June 30, 2007, based on the balance as of March 31, 2007.

Law No. 9,718, of Novembez 27, 1998, increased the COFINS rate from 2% to 3%, and allowed this 1%
difference to be offset in [999 against the tax payable in the sams year, However, in 1999, the subsidiary
Marisa Lojas filed a lawsuit aod was granted an injunction suspending the paymest of the tax (1% rate
difference).

In 1999, the subsidiary Marisa Lojas filed & lawsuit and was granted an injunction suspending the expansion
of the tax basis and challenging articles 3 and 8, respectively, of satd Law, and authorizing the payment of
COFINS based on Supplementary Law T0/91,

As regards iterms (a) and (b), a8 of June 30, 2007, the court records were closed for judgment by the 3
Region Regional Federal Court (TRF). Previous decisions of the Federal Supreme Court (STF) on the
matter, based on srticla 195 of the Federa) Constitution, prior to Constitational Amendment 20/98,
considered the expressions gross revenue and billings synonyms, making them equivalent to product,
sscvice or product and service sales, Therefore, paragraph 1 of article 3 of Law No. 9,718/98 is
anconstitutjonal because it extended the concept of gross revenue to all revenues carned by legal entitles,
regardiess of their activity and the sccounting classification adopted. Based on the opinjor of its legal
counsel, the Company claasified the likelihood of an unfavorabls outcoms on this lawsnit es probable.

This lawsuit requests the court to declare that there is no legal or tax requirement to apply to the financinl
staternents issued in 1991, for 199G, of the subsidiary Marisa Lojas, the fiscal National Treasary Bond
(BTN) variation, adjusted according to the tax adjustment index, and, instead, the fscal BTN adjusted by
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the Consumer Price Index (IPC) should be applied on income acd socin! contribution taxes and tax on net
income (TLL) falling due. The Initlal fawsult wes mumbered No. 91.0653835-5 and unfolded into sevetal
lawsuits. The court records are awaiting ths lsseance of the court decision that rejected the special appeal
filed. Previous court decisions consider this Law fully constitutional; accordingly, the likelihood of an
unfavarable outcome Is probable,

The subsidiary Marisa Lojas filed & lawsuit against the Federa) Government, distributed on Sepiember 26,
2001 under No, 2001.61.00,024399-6, requestiog the uaconstitutionality of Supplementary Law No. [10/01,
arguing it fails o comply with the precedsace principle set forth in srticle 150, HI, “b”, of the Federal
Constitution, As appeal was filed against this court decision that partially granted the reqoest; oumbered
No. 490790-9, which is cuzrently awsiting judgment by the STF, Marisa Lojas made escrow depoits until
December 2006 based on its monthly payroll. Curveatly, the STF is jodging the special appeal filed. There is
& partially favorable decision that provents the levy of tho tax during the first three months. Among the
related lawsuits ws highlight the direct action of unconstitutionelity (ADIN) No. 2,568, being judged by the
STP. The Injunction granted to this direct action of unconstitutionality declares the constitutionatity of
Supplementary Law No. 110401, except for the heading of article 14, related to the ninety-day graco period
before which the tax cannot be bevied. Provicus lower and appeal court decisions are wniform; eccordingly,
this position, which until now has been unfavorzble to taxpayers, can be revensed.

Lawsuit requesting the court to declare that the subsidiary Marisa Lojas is not legally bond to pay social
security contribution on Christmas benoses and to authorize the Cormpany to offset the amount it considers
unduly paid. Marisa Lojas made several escrow deposits and, cusrenty, it is regularly paying the 13® salary,
however, the deposit period Is still under discussion. As of June 30, 2007, the Corupany is awaiting the
judgment of the Lawsuit by & lower court, Previous count decisions, including by the STF, ars unfavormble,
although thers were no lower court decisions; accordingly, the tkelilood of an uefavorzhle outcams is

probable.

Larwsuht filed against the Rio ds Janelro State Goverment to have the unconstitutionality of the Poverty
Alleviation Fund - Law No. 4,056/02 declared. After the claim was dismissed by the Rio Janeiro Justice
Court {TTRJ), an extraordinary appeal was filed, which is awaiting judgment, and a special eppeal has been
definitaly dismissed. The subsidiary Marisa Lojas mak:s a mosthly escrow deposit of the ICMS difference
calculated in this State; accordingly, the likelihood of sn unfavorable cutcome is probable,

Lawsult filed ander No. 2004.61.00.019379-9 is challenging the increase in the social contribution 1ax basis,
when approved based on desmed income. This lawsuit challeoges paragraph 62, which sets forth the
amounts caleuilated on the tax basts difference, increasing it from 12% to 32%. The subsidiarics TCM and
Primos make 4 moenthly cscrow deposit of these areounts. Lawsuits are filed with the 17 Federal Coust, and
there is no consensual understanding on this matter; accordingly, the likelihood of ap unfavorable cutcome
is probable becanse of the arguments presented. )

As of June 30, 2007, the Company’s subsidiaries are parties to 648 labor Lawsuits filed by former employees
ang third parties demanding the payment of severance pay, salary premwiums, overtime, and amounts paysble
due to foint liability.

As of Juoe 30, 2007, the Company's subsidiaries are parties 1o 1,868 civil lawsults and administrative
proceedings, filsd with civil courts, special clvil courts and the consumes protection ageacy PROCON by
consuracts, suppliers, and former employees, most of which claiming indemnities.

As of Juns 30, 2007, the Company's subsicinries are parties to Gther lawsuits, for which the likelihood of

loss, scconding to the enalysis of their legal counsel, Is possible, in the approximats amount of R$24,108
(R$32.332 &s of June 30, 2006), and for which the Company's managemeat, suppasted by the opinion of its legal
counsel, undesstands that the recognition of » provision for loss is not necessary.
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19. TAXES IN INSTALLMENTS

Law 10,684, of May 30, 2003, provides for, among other issues, the tax debt refinancing program (PAES)
that allows tho payment of tax debis to the Federal Revenus Service, the: National Treasury Attorney Genperal,
and National Institute of Soclel Security (INSS) in instaltents, In July 2003, the subsidiary Marica Lojas ’
decided to include in this program some tax debts that were discussed in courts, In the six-month period of 2007,
the amount of R$242 (R$229 ins June 2006) wes amortived, presenting a debit balance of R$2,932 (R$3,248 in
June 2006) (R51,832 - principal, R$220 - fine and R$880 - interest) at the end of the six-menth period, and the
amounts of R$489 (R$464 in June 2006) and R$2,443 (R$2,784 In June 2006) were classified in comrent and
noncurrent labilities, respectively, to be patd in monthly installments, adjusted based on the TILY,. with final
maturity in 2013,

Additionally, on September 1, 2006 the subsidiary Marisa Lojas requested the payment in instailments of
the incomo tax deficiency notice raised on alleged undue offset of 1997-1999 tax loss carryforwards, and the
recoguition of a tax credit because of an alleged failure to add to net income for the abovementioned periods in
the determination of taxable income of gaing esrned abroad by a subsidiary and remitted to Brezil, This payment
was divided into 59 monthly installments, In the six-month period, the amount of R$1,239 was amortized,
presenting a debit balance of R$10,733 (R$2,951 - principal, R$2,213 - fine and - R$3,569 interest) at the cod of
the six-month period, and the amovats of R$2,525 and R$8,208 were classified in current and noncurrent
liabilities, respectively, to be paid in monthly installments, adjusted based on the TILP, with final maturity in
2011,

The regular payment of taxes and other obligations is mandatory to maintain the payment terms and
conditions of this program.

These payments in installments are recorded under the caption “Reserve for contingencies”.

Installments in noncurrent liahitities as of June 30, 2007 and 2006 mature as follows:

Consolldated  Combined
06/30/2006

06730/2007
2008 —_ 464
2009 3,014 464
2010 3,014 464
2011 3,014 464
2012 1122 464
2013 487 464
10,651 2,784
parav e — ]

Had this subsidiary recognized its financial liabilities at fair value, it would have recognized a gain before
income and social contribution taxes of R$1,668 as of June 30, 2007, as shown below:

Carrying Patr
amoonl E(hln

Taxes in installments . 13,665 11,997 1,668
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20. SHAREHOLDERS’ EQUITY

Subscribed and paid-up capital as of June 30, 2007 is R$44,634, represented by 44,634,410 common shares
without par value end with voting rights at the Sharcholders’ Mectings s follows:

a) Capitat
Number Ovﬂﬂil
mof fotevest
Begoldi Cornéreio, Participagio ¢ Administragfo S.A. 33401633 7483
Flin ParticipagBics Ltda. 8,652,777 1938
Onber shareholders resident {n Brazdl 2,580,000 10

44634410 100,00

The Company is authorized to increase its capital up to the limit of 150,000,000 comnion shares
without par value.

On Junie 29, 2007, Fiin ParticipagBes Lida, became a shareholder of the Company through the transfer
of 8,652,777 common ghares held by the individual sharcholders resident in Brazil, corresponding to
19.38% of the Company's voting capital, in an increase of Flin PanticipagSes Lida’s capital, b) The
reconciliation of the cornbined shareholders' equity and accurmlated income (foss) comblned with the
related shareholders’ equity end income (I03s) of the individual Companies, as of June 30, 2006, iz a5
follows:

Bharcholders”
ey
Marsa Lojas Varejisias Ltda, 159,567
Fix PatticipagSes Lida, , 11,626
Due Mille Participagdes Lda. 2,898
214,491
Lo for the
shx-wonth
period
Marisa Lojas Varejistas Lida, (36,294)
Fix Participagdes Ltda. 15223
Due Mille Participagles Ltda. 2,874
(18,197)
Unrealized profits on inventoriest*) (8,910)
Combined loss (27,107)

{*) Refers to adjustments to unrealized profits on inventorics (net of taxes) of Marisa Lojas asising from
transactions with the Group's wholesales companies (SPEs), whick have been eliminated in the capdon
“Minority interest”, 23 the Company has no ownership interest in these companies.
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Allocation of net income

In accordance with the Company’s by-taws, sharcholders are entitied to a mandatory minimum
dividend of 25% of net income with the following adjustments; (I) addition of the amounts arising from the
reversal, in the six-month period, of previously recognized reserves for contingencies; (if) reduction of the
amounts allocatzed, in the aix-month perod, to the legal reserve and reserves for contingencles; and
(ili) whencver the ampunt of the mandatory minimum dividend exceeds the realized portion of net incoms
for the six-month period, Management may propose, and the Shareholders’ Meeting may approve, the
allocation of the exceeding amount to the unrealized profit reserve (article 197 of Brazian Corporate Law).

Legal reserve

As of Juae 30, 2007, the Company recognized s legal roserve in the amount of R$1,866 es provided for
in article 193 of the Brazilian Corporats Law.

Stock option plan

On April 25, 2007, the Company’s Board of Drirectors established a stock option plan, through a Stock
Option Agreement, appointing eligible exoployees in power positions and highly qualified contractors of the
Company or its subsidiaries in order (o align the interests and goals of these individuals with strateries and
results expected by the Company. The option may be partielly or totelly exercised during the petiod defined
in the Stock Option Agreement according to the plan’s effective period. Under the plan, on April 25, 2007
the total ouraber of comroon shares underlying the options that can be granted was 892,688 common shares
of authorized capital stock, and they cannot exceed 2% of the total mumber of common shares issued by the
Company at any time during ths plan's effective plan, Under the plan, all shares acquired with the exercise
of vested options shall have the same rights and advantages granted to the common shares ssued by the
Company.

The sxercise price of the options will be equivalent to the average market price of the Company's
comraon shares in the last five trading sessions of the S&o Panlo Stock Exchange (BOVESPA) prior to the
date of the Stock Option Agrsement, and ths Board of Directors cén, at its sole discretion, apply a discount
on this price, a3 determined for each specific case. The exerciss price established in the Stock Option
Agrecment will be monetarily adjusted based on the IPCA (Extended Consumer Price Index) vasriation for
the period between the date of the Stock Option Agreement and the subscription date.

Until the date of this report, no stock options had been granted or exercised; accordingly, no effects
were produced on the statement of operations or shareholders® equity.

The exescise of all of these options would generate a dilution in relation to the number of Company's
shares of approximately 2%.

B-27



Marisa 5.A. and Subsidiarics and Marisa Group Companies

21, OTHER OPERATING INCOME (EXPENSES)

For a better understanding of the performance and contribution of Cartio Marisa financial services to ths
Comgpany's results, we present below the breakdown of other operating incoms (expenses), net,

Result from financial services;
Income from financial services
Expenses on financia] services
Losses on receivables, net

Other operating income (expenses):
Reconded reserves
Tax credits
Recovered expenses
Other

22, FINANCIAL (EXPENSES) INCOME

Financizl expenses:
Loss on variable-income investments
Interest
CPMEF (tax on banking transactions)
Banking expenses
Monetary loss
Adjugtment to present value
Other

Financial income:
Temporary cash investments
Monetary gain
Adjusteent to present value
Other

Conpnlidsted

Cambined

03007 0GIN2006
64,061 34,824
(14772 4029
(53,426) (15449)
4,131 15,346
4,396) (10,289
6,123 4452
8,129 1,579
(13 (903)
9,143 (5,161)
5,006 10,185
m Comsplidated  Combined
067302007 06302006
— (35,885) (47,55%)
— {22,340)  (12,733)
(24) 423 @)
—~ (2,358) (1,462)
- (2,862)  (13,836)
— (4246) (3A573)
- e
24 (74492) (84,692
65 34323 33,3715
— 533 287
— 4,383 6,687
- 1,331 832
=gg 40,570 41,231
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23, OTHER NON OPERATING INCOME (EXPENSES)
Cousolidated  Combined

0643 DE/30/2007  DEVIQ2006
Nonoperating income;
Geins on investments 5 1,511 6,682
Other -— 382 U4
5 2,093 6.926
Nonoperating expenses:
Losses on investments @379 @39 (2615
Other - @ (159)

@379) (24000 Q774
(2.374) @0 4152

Gains (losses) on investments refar to the percentage variation in investments mads in subsidiaries during
the six-month petiods.

24, FINANCIAL INSTRUMENTS

The Company’s subsidiaries carry out transactions involving the usual financial instruments described
below. Thers were no material differences between the eatimated fair values of financial instruments, assets and
liabilities, of subsidiaries as of June 30, 2007 and 2006 recordid in balance sheet accounts, and their ¢arrying
amounts,

a) Credit risk

The sales and credit policies of the subsidiaries are subject to the credit policies established by their
Management and are intended to minjmize possible problezs with the default of customers. This goal is
‘attaired by the subsidiarics” Management through a carcful selection of customer portfolio, which considers
their ability to pay {credit rating) and diversification of their operations (risk dilution). The subsidiasies
recognized an allowance for doubtful accounts in the amount of R$30,504 2s of June 2007 (R$19,809 as of
Tune 30, 2006) to cover credit risks,

b) Loans apd financing in foreign curmeacy

. There are amounts payable denominated in foreign cusrency, which are thus exposed to exchange risks,
As of June 30, 2007 and 2006, the subsidiaries had finencial instruments to hedge these Habilities
deominated in foreign currency. The main balances denominated in foreign currency refer to loans and
financing and are meotioned in nots 15. The exchange gain or loss as of Juns 30, 2007 and 2006 is recorded
in current assets or lisbilities.

c) Fair value of financial instruments

The fair value of cash and cash equivalents (cash, banks, temparery cash investments and marketable
securities), trade accounts teceivable and current labilities approximates their carrying amotmt, as the
maturity of » significant portion of these balances ocours close to tho balance sheet date. Loans and
financing are menetarily adjusted based on inflation indices and variable interest mtes due to market
conditions and, therefore, the debt balance as of the balance sheet dates approximatey the fair value,
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Concentration of rigk

Finencial instruments that potentially subject the subsidiaries to concentration of credit risk consist
meainly of bank accounts, temporary cash investments and trade accounts reccivable, mainly refated to
trapsactions catried out with the subsidiary Crodi-21. The batanca of acconnts receivables iy distributed
among the credit cand companies. As of June 30, 2007, trensactions with Credi-21 account for
approximately 94% (93% as of June 30, 2000) of total credit card sales transactions. The total balance of
trade accounts receivable i denominated in Brazilian reajs.

Interest rate

The Company's subsidiarics are exposed to normal market risks arising from changes in inierest rates
ot its long-term obligations.

Future commitments

As of Jupe 30, 2007 aad 2006, the subsidiaries had Iease agresments entered into with related
companies and third partics, The Jease amount of the real cstate properties of related companies is always
the higher of: (i) the amount equivalent to 3,65% of the monthly gross sales of the store; of (i) 4 minimum
tnonthly amount annually adjusted based on scveral indices of inflation and average monthly expeases of
rentels paid o related companles, of R$1,198. These lease agreements are effective for five years end can be
contractually and automatically renewed for up to two five-year periods. The lease arnount of the real estaz
propesties of third parties i8 always the higher of: () the arount equivalent to 3% of the monthly gross sales
of the store; or {ii) & mininmum monthly amount annually adjusted based on several indices of inflation and
average monthly expenses of rentzls paid to third parties, of R$2,279. These lease sgreements are effective
for five to fiftcen yeass, and can bs renewed,

25, INSURANCE COVERAGE (UNAUDITED)

The Company’s subsidiaries have an insurance policy that considers mainly risk concentration and its

matediality, contracted at amounts considered sufficient by Menagemeat according to the type of their activities

and edvice of the insurance brokers.

As of June 30, 2007 and 2006, insurance coverage is as follows:

Civil liebility 1,000 1,000
Sundry risks - inventories and property and equipment 44,200 44,200
National and intemational transportation 2,500 2,500
Vehicles 728 728

43428 48428
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26, SUBSEQUENT EVENTS
) Extension of loan manrrity dates
Loans that had their maturity dates extended are as follows:

ma'& Date of the
amendment

Principel Churpee sgreenent
Benco Bradesco . 1,900 Interest of 108.5% of CDI  July 2007 Jamuary 2008
Banco Safta - loan 48,500 Interest of 2% p.a. + CDI  July 2007  August 2007

b) Scttled Joans

In Juty 2007, we settled a total amount of R$79,960 related to working capita) agreements with Banco
Alfa - R$2,000 and Banco Credit Suisse - R$77,960. For the settlemeat of these loans we redeemed
approximately R$81,723 from the investment in Austrian Bonds (see uote 6).

¢) Payment of dividends

The Annual Shareholders” Mecting held on July 26, 2007 approved the payment of divideads to the
Company’s shareholders that held shares on that date. Dividends amounting to R$35,362 (R$0.792 per
share) were calculated based on retained eamings for the six-month period ended June 30, 2007, less the
amount to be allocated to the fegat reserve, as provided for in (he Company’s by-1aws, and carresponded to
94.7% of net income for the six-month period then ended. Seid divideads will ba fully paid to sharsholders

by October 10 of the current year (see note 11),

d) Covepants

On July 31, 2007, the Company's subsidiarics obtaired a waiver from Banco Credit Suisse of the rights
to demand the immediate or accelerated payment of the amounts due on that date until February 28, 2008.
With respect to the payment of dividends, the subsidiaries obtained a waiver, exempting them from the Hmit
for the payment of dividends.

27, RESTATEMENT OF THE FINANCIAL STATEMENTS
On Augnst 24, 2007, the Company’s Managemezt dacided to voluntarily restate the financial statemoents to

reflect the changes in the consolidated and combined statements of cash flows for the six-month periods ended
Jupe 30, 2007 and 2006.
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APPENDIX
(Convenience Translation info English from the Original Previously Issued in Portuguese)
MARISA 8.A, AND SUBSIDIARIES AND MARISA GROUP COMPANIES

STATEMENT OF CASH FLOWS FOR THE SIX-MONTH FERIOD ENDED JUNE 30, 2007 AND
COMBINED STATEMENT OF CASH FLOWS FOR THE SIX-MONTH PERIOD ENDED JUNE 30, 2006

(In thonsands of Brazillan reals - B$)
. Conwolidated  Comabined
O3V2007  0R02005
Income (oas) ffaet d:mdulon m and equity in real compani
propeity msit, catats
and incoma from rental of spun-off snlp v “ k) 37331 (27,100
Adjnstmoents to reconcils oet income )wmhpoviddlrmmﬂnunnvﬂuhfm
d:pmhtlmo!mm‘oﬂmud cstats compantes a0d Income from
and mﬂm — 14,856 9,708
owance for doubtfnl acconats — (53,426)  (i5.449)
B et sonpety 12 ecppeneas wl o “WHY o i
e e
Writo-off of investments 6,874 - —
Minocity interest — 57 18,754
Financiz] chay, hﬁi t0d sxchange vatiation on {ntercompany balanoes, loany end finaeing and o
Yoo 204 socil contrbution taxes ~ R oI
Taxes in bustallmests —_ (1,156} {130
Reserve for contingenclos - 4,584 7,626
3275+ 14578 2,297
Adjustments to reconcile oet income (Joka) to Gash opeating ativitles sftey dopreciation
ofm;ﬂmmdwmmwhrﬁmww and inooms from reptal of
1put-0
Dq;mgm af epan~off property apd eqaipmant —_ - 1,260
Bauity in ceal ectats companies s - - (2,0%3)
3,218 124,578 Z2AG1
Increnss (decrease) [n asseds:
Tewdo apcounts recelvablo — (23,696) 16,654
Inventories — (43,824) (19,193)
Recoventlo taxes ¢ {3,188) 2
Oﬁ:ﬂ'm!w.ﬂu (lO.}g;) (g;g?l)
lmm (dectexse) n lhhlmu
Trado sccovths payable — 12,663 (8, 607%
Taxes payabis 19 (36032) (19
Inm payrol! and related chargey 18 (%g) (m,ll!n
Inoowne and socia] conttibuticn taxes 2 222y {14,079
Otbey paystiics (445) on) 124
Net cash provided by (used fn) operating ectivities 3,264 19,852 (294610
CASHFLOWS FROM INVESTING ACTIVITIES
Anmdrl‘t?g:uﬂa In releted compenies (2,320) ® 0
w:lnnenlz Cl -_— —
uﬂry equipment and incresse in defered charges — (45,933) (42,652.1 Og)
Mln intarast in shareboldar’ —_— [t] 260
et F&o&‘lﬂd h&u(uwd in) invam% activitiss {2,320} 45911 (112405
CASH ‘W3 FR R
Pund raising - loans and — aREYs MR35
Rebaprioe of Grancing Bt QYN
Payment of dividends —_ (25,765) {1,685)
INet cash provided by (used in) financing sctivitiss 3319 42590 161,043
INCREASE (DECREASE) IN CASH AND CASH BEQUIVALENTS 4263 16,531 15,030
J(\:‘s bes\nnlnxﬂ g S:fASH LUV ALENTS I 2 145,780 60,530
t 5
At end of 4,290 162,351 79,580
INCREASE (DECREASE) IN CASH AND CASH EQUIVALBNTS 4263 16,531 12,030

The accompanyivg notes are 1o dategral part of these financial statemesnts,
P32



084-357 76

4300
k]

%’3 A ey e TS G 'E_‘
L;, L O .n-#...-...-.n « g e i‘_’r
P
RECE!VED

i § J00Y

OFFICE OF MTERNATIORAL CORPORATE
FHANCE -~ OORPORATION FINANCE

f; W - PR Ty e T s A
4 . "

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

Marisa Group Companies
Combined Financial Statements for tha Years
Ended December 31, 2006, 2003 and 2004
and Independent Auditors’ Report

Deloilte Touche Tohmatsu Auditores Independentes



DE'Oitte . Deloitte Touche Tohmatsu

Rua Alexandre Dumas, 1981
04717-905-880 Panlo - SP
Brasil

Tel.: +55 (11) 5185-1000
Fax: +55(11) 5181-2911
www.deloitte.conm.br

{Convenience Translation into English from the Original Previonsly Issued in Portoguess)

INDEPENDENT AUDITORS' REPORT

To the Shareholders and Management of
Marisa 8.A.
$%o Paulo - 5P

1.

We have audited the accompanying combined balance sheets of the companies forming the Marisa Group,
as described in note 4, (the “Companies™) as of December 31, 2006, 2005 and 2004, and the related
combined statements of operations, changes in shareholders' equity, and changes in financial position for
the years then cnded, alf expressed in Brazilian reais and prepared under the responsibility of the
Companies’ management, The combined financial statements have been prepared based on the historical
financial statements derived from the individual financial statements of the Companies mentioned i vots 4,
which were audited by us. These Companies are under common coutrol and management. Qur responsibility
is to express an opinion on thess combined financial statements.

Our audit was conducted in eccordance with auditing standards in Brazil and comprised: (a) plenning of the
work, taking into consideration ths aignificance of the balances, volame of transactions, and the sccounting
and internal control systems of the Companies, (b) checking, on a test basis, the evidence and records that
support the amounts and accounting informntion disclosed, and (c) evaluating the significant accounting
practices and estimates edopted by Menagement, as well a8 the presentation of the financial statements
taken as a whole.

In our opinjon, the combined financial statersents referred 10 in paragraph 1 present fairly, in all material
respects, the combined financtal positions of the Companies mentioned in peregreph 1 as of December 31,
2006, 2005 and 2004, and the combined results of their cperations, the combincd changes in shareholders’
cquity, and the combined changes in their financlal positions for the years then ended in conformity with
Brazilian accounting practices.

The purpose of these combined financial statements i to preseat the combined financial statemeats of the
Companies described in paragraph 4 as if Marisa S.A. had ownership intarest in thess Companies since
Yamugry 1, 2004, 85 described in note 2. Accordingly, the combined finapcial statemeats have been prapared
to present the combined finencial positions of Marisa 5.A. and the companies mentioned in paragraph 1, and
the combined results of thelr operations, the combined changes in shareholders® equity, and the combined
changes in their financlal positions, as described in note 4, and do not necessarily represent the conditions
that would exist or the results of thelr openations, the changes in ghareholders® equity, and the changes in
their finaneial positions if the operations of Madsa S.A. and subsidiaries were represented by the activities
of the Companies listed herein,

Our mudits were conducted for the purposs of forming an opinon cn the basic combined financial
statements referred to in paragraph 1 taken o5 a whole. The accompanying combined stateroents of cash
flows are presented for purposes of additional apalysis avd are not a required part of the basic financial
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statements in conformity with Brazilian accounting praciices. Such information has been subjected to the
suditing procedures described in paragraph 2 and, in our opinion, is fairly stated in all meterial respects in
relation to the basic financial statements for the years snded December 31, 2006, 2005 2004 and taken as a
whole,

6. The sccompanying interim financial statements have been tranglated into English for the convenience of
readers outside Brazll,

Sao Paulo, April 30, 2007

" il Tovene Toryphy

DELOITTE TOUCHE TOHMATSU
Auditores Independentes Engagement Pactner
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{Convenience Translation into English from the Original Previously Issued in Portuguese)

MARISA GROUP COMPANIES
COMBINED BALANCE SHEETS AS OF DECEMBER 31, 2006, 2005 AND 2004
(In thousands of Brazilian reals - R$)
Combimed
._NE 2006 2005 2004
ASSETS
CURRENT ASSETS
Cash and cash equivalents 5 186,089 60550
Securities ] §1,901 342 1,232
Trade wooounts recelveble . 7 888,307 Z4LB21 153,654
Taventorizs ] 92,815 MAG4T 43,525
Reoovershle taxos 9 16099 11104 1,559
Dividends receivable 1 — 1242 —
Defeured incoms and socinl coruibution taxes 10 6,610 _— -_—
Other receivables . 10,157 6675 6,180
‘Total Gurenl assets 791,978 399471 239992
NONCURRENT ASSETS
Intercomtpany receivables 31 9.3 41326 11747
Deferved incorns and social contribition taxes 10 JBH4 23421 2048
Other receivables 3949 1,564 338
hvm{:xapc in real extait companies) 12 2 2 2
mhud eqripment {cxcept spun-off portion} 13 144330 52647 31870
13 16,045 8,666 3N
Deferred charges 1,507 262
Tots] noocurrent tasets 213,70 123359 73,738
Investment in real extate comp: 12 13,115 60,163 54,697
Proaperty and equipment (span oﬁ) 13 16357 39246 43270
TOTAL ASSETS 1005220 628239 411,147
LYABILITIRS AND SHAREEOLDERS® EQUITY
CURRENT LIABILITIES
Trads acooutts payable 14 156,576 106242 62392
Intercompany payables 1 97.097 19444 4
Loans and finanein 15 341,556 120,193 33794
Agcroed pnymll mgremed charges 18,762 11,134 8,967
'mo: " 16 72425 G731 35432
lE:yJ*h 11 3.8 3,704 —
Other pay: 11449 6,894 4,241
Total curvent Gnbilities 724,136 328250 166,840
NONCURRENT
Loaps and financing 1% 376453 3 4,108
Roserve for contingencics 18 76631 50423 40,737
Tuxes in instaliments 19 11,306 2915 2,732
Total noncurrent liabilitles 264,890 58,666 47577
MINORITY INTEREST 1,107 % 100
SHAREHOLDERS' BQUITY
Cupital 41,315 207,593 595
Treasury shires —  A50)  {2660)
Capital resezves — 1 1
Revaluntion reseqves — 50 52
Aocuraulated deficit (6,228} (3432 (7.758)
“Total sharcholders’ eqalty B3 201606 197230
Punds for capital increase — 39429 —
Totzl sharehnlders’ eqaity and fomda for capitsl increase w 35087 241125 197,230
TOTAL LIABILITIES AND SRAREROLDERY* BQUITY 101520 628239 M

The accompanying notes are an integral part of thess financial statements.
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(Convegience Translation into English from the Original Previcusly Issued in Portiguese)
MARISA GROUP COMPANIES

COMBINED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, 2008, 2005 AND 2004
(In thousands of Brazilian reafs - RS)

Combined Combined Combined
Note 2006 2008 2004

FRODUCT SALBES REVENUR 1,258,954 948,053 701,747
REVENUE FROM SERVICES 40435 29605 19576
GROSS OPERATING REVENUE ’ 1,299,389 977658 721323
Sales deductions (423.997) (310,174) (221,012)
NET OPERATING REVENUR 875,392 667484 500,311
Cost of sales (406.233) (305,574} (267,628)
Cost of services (33327) (32,094) (14,9%)
GROSS PROFIT 435,832 329,816 217,249
OPERATING (EXPENSES) INCOMB
Selling expenses (305.316; {204,323) (171,751)
Genernl and administrative expenscs {69.871) (57,230) (47465
Other operating incoms (expenses) 21 (13,928) (17.566) 597

INCOME (LOSS) FROM OPERATIONS BEFORE FINANCIAL INCOME
(RXPENSES), DEPRECIATION OF SPUN-OFF PROPERTY AND

EQUIFMENT, EQUITY IN REAL ESTATB COMPANIES AND REVENUE

FROM RENTAL OF SPUN-OFF FROPERTY 46,717 50697 (874)
FINANCIAL INCOME (EXPENSES)
Financinl expenses 2 (164,640) (41,697) (24,684)
Financal income 2 93382 31979 19,675
Exchange variation, net 5,125 408 126

INCOMR (LOSS) FROM OPERATIONS BEFORE DEFRECIATION OF

SPUN-OFF PROFERTY AND EQUIPMENT, EQUITY IN REAL BSTATE

COMPANIES AND REVENUE FROM RENTAL OF SPUN-OFF PROFPERTY (16416} 41387  (5757)
NON OPERATING INCOME (EXPENSES), NET n 5406 5332 (8591
INCOME (LOSS) BEPORE INCOME AND SOCIAL CONTRIBUTION TAXES ,

DEPRECIATION OF SPUN-OFF PROPERTY AND EQUIPMENT, EQUITY IN

REAL ESTATE COMPANIES AND REVENUE FROM RENTAL OF

SPUN-OFF PROPERTY (1L010) 46719 (14,354)
INCOMB AND SOCTAL CCNTRIBUTION TAXES
Curreat 10 (18396) (22.810) (10,227)
Deferred . 10 2007 3539 534

NET INCOME (L0SS) BEPORE MINORITY INTEREST, DEPRECIATION OF

SPUN-OFF PROPERTY AND EQUIPMENT, BQUITY IN COMPANIES AND

REVENUE FROM RENTAL OF SPUN-OFF PROPERTY (7.399) 27448 (19238}
MINORITY INTEREST IN NET INCOMB BEFORE DEPRECIATION OF

SPUN-OFF PROPERTY AND EQUIPMENT, EQUITY IN REAL ESTATR

COMPANIES AND REVENUE FROM RENTAL OF SPUN-OFF PROPERTY {56,391) (18,428) (312)

INCOME (LOSS) BEFORE DEFRECIATION OF SFUN-OFF PROPERTY AND
EQUIPMENT, EQUITY IN REAL ESTATE COMPANIES AND REVENUE

FROM RENTAL OF SPUN-OFF PROPERTY (63,790) 9020 (19.550)
Equity in real estatt companies 6196 3,737 (18,530)
Deprociation of spun-off property and equipment (1625 (2,684 (3,361)
Revenue from rental of spun-off property 1,735 1,751 1,450

INCOME {LOSS) AFTER DEPRECIATION OF SPUN-OFF PROFERTY AND
EQUIPMENT, BQUITY IN REAL BSTATE COMPANIES AND REVENUR
FROM RENTAL -OFF PROPERTY (57.484) 13824 (39.991)

The accompanying noles ave an integral part of these financial statements,
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{Convenience Translation into English from the Original Previously Issued in Portuguese)

MARISA GROUP COMPANIES

COMBINED STATEMENTS OF CHANGES IN FINANCJAL POSITION
FOR THE YEARS ENDED DECEMBER 31, 2006, 2005 AND 2004

(ft: (housands of Brazilian reals - R$)

SOURCES OF FUNDS
From operations:

Funds from operations after depreciation of spun-off property and
equipmeent, equity real estate companies and revenue from rental of

spun-off propesty {ses below)
Prior year adjustments affecting working capital
From shareholders:
Treasury shares
Capital contribution
Advance for future capital increase

From operations

From third parties:
Dividends paid by investees
Decrease in noncurrent assets - related partics
Decrease in noncurrent assets - escrow deposits
Transfer from noncucrent to cuxrent agsets - deferred taxes
Increase in noncurrent Liabilities - loans and financing
Increass in noncwrent liabilities - taxes payabile
Minority Interest
Other

Total somrces

USES OF FUNDS

Increase in noncument assets - deferred taxes

Increase in noncurrent essets - escrow deposits

Increase in noncurrent assets - related parties

Increass in nonctrrent assats - other receivables

Investment acquisition

Additions (o property and equipment

Additions to deferred charges

Additions to intangiblc axsets

Decrease in noncument Habilities

Transfer from noncurrent to curent liabilities

Capital decrease

Payment of dividends

Minority interest

‘Total uses

DECREASE IN WORKING CAPITAL

Not

13
1

Combined

2004

159,332

6!,.;7-3

(9,415)
7,562

(2,660)
83,714

221,305

1,467
31,893
1,929
5712
1708
8,891

A

1,220
183
2

79,197

AREIRER

442322

105,319

80,502

15,083

2,285
37,954
111,944
11
6,379
8,391
94,003
140,368
35912

3213
4,608
29,319
1,276
8123
26,645
566
6,495
183
17,304

9,500

5,613
5458

5474
61,288
15,188

126

5240

—_—

2,100

1,009 2 -
455,601 107,350 100,487

(13,279) _(2,031) (19,98%)

The accompanying notes are ax intepral part of these financial statements.
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(Convenience Translation into English from the Orlginal Previously Tssued in Portuguese)
. MARISA GROUP COMPANIES

COMBINED STATEMENTS OF CHANGES IN FINANCIAL POSITION
FOR THE YEARS ENDED DECEMBER 31, 2006, 2003 AND 2004
{In thousands of Brazliian veals - R$) — (Continued)

Comblmed
l'_i’tlti 2006 2005 2004
REPRESENTED BY
Current assels:
At beginning of year 369,471 239,992 324,843
At end of year 781,978 399471 239,992
382,507 159479 (84,851)
Current liabilitles:
At beginning of year 328,350 166,840 231,706
At end of yerr . i 724,136 3283350 166,840
€395,786)(161,510) 64,866
DECREASE IN WORKING CAFITAL [13,279)__(2,031) (19,985)
STATEMENTS OF FUNDS PROVIDED BY OPERATIONS
Income (loss) after deprecimtion of spun-off property and equipment, equity in
real estnte companies and revenus from rental of spun-off property (57.484) 13,824 (39,991)
[tems not affecting working cepital:
Depreciation and amortization 20,158 12,063 9461
Exchange and monetary variation, net, of noncurrent asscts 5998 151 3,79
Reserve for contingencies 18951 14924 33834
Gring (Josses) on investments In subsidiaries 5212 5403 (9,049
Write-off of property and equipment 21264 1340 3U
Writs-off of investments 92,313 - —
Minpority interest 56,391 18,428 Ji2
Total funds from operations before http://tpb.tracker. thepimtebay.org
depreciation of spun-off property and equipment, equity in real estate
compantes and revenus from rantal of spun-off propesty 163,903 66,433 (31,310}
Equity in subsidiaries, net of dividends received from real estato companies {6,196} (5,737) 13,330
Depreciation of span-off propecty and oquipment . 1,625 2,684 3,361
Tota! funds from operations sfter depreciation of spun-off property and
oquipment, equity in real estate companies and revenue from rental of
spun-off property 159,332 _63,080 (9.419)

‘The accompanying notes are an integral part of these financial statements.
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(Conventence Translation into English from the Original Previously Issued in Portuguese)

MARISA GROUP COMPANIES

COMBINE STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2006, 2005 AND 2004

(In thousands of Brazlian reals - RS)

oo o aetdepreiation ofspun-off propeety d eqipmea, equy
come (los jon of spun and equipment, equity
real estate companies andmenucﬁommlmn-oﬁfmgmy
Adjustments to recancile net income {loss) to cash provided for by operating
activities before depreciation of spun-off property and equipment, equity in
Teal estate companies apd revenue from rental of spun-off property:
Depreciation and amortization
Allowance for dovbtful accounts
Loss on investments
Net hook value of property and equiproent written off
Write-off of investments
Minority interest
Securities transactions
Financial charges and exchange variation on intercompany balances,
financing, loans and taxes payable
Deferred income and social contribstion taxes
Taxes in installments
Reserve for contingencies

Adjustments to reconcile net income (loss) to cash provided for by operating
activitics after depreciation of spun-off property and equipment, equity in
real estate conpanies and revenus from rental of spun-off propesty:

Depreciation of spun-off property and equipment .
Bquity in real estate companies

INCREASE (DECREASE) IN ASSETS
Curxent assets:
Trade accounts receivable
Inventories
Recoverable taxes
Dividends receivable
Deferred income and social contsibution taxes
Other receivables
Noocurrent assets;
Intercompany receivahles
Defeared income and social contribution taxes
Other receivables

Bscrow deposits
INCREASE (DECREASE) IN LIABILITIES
Current linbilities:

Trads accounts payable

Intercompany receivables

Accrued payroll and related charges

Taxes payeble

Dividends payable

Other payables

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

N;mmmm

21,158 12063 9,461
14094 8524 30,387
5272 SA03 (9,049
21264 1,340 324
N33 — -
56301 18428 312
6734 186 1,909

63,988 13,997 11,633
2,007 3,539 5343
BRI — 3400
18,991 14,924 3,834

276,830 92,228 17,563

1,625 2,684 3361
{6,196) (5,737) 18,530

272,259 89,175 39434

(146,436) (88,167)(30,607)
(18,168 (31,122) (12,983
(4,995) (9,365) (675)

1242 (1L,242) —

6o610) —  —
(/482)  (495) (2341)

31,893 (25,379) 19,611

(15,083) (3.273) —

(2285) (1,276) (3,016)
1929 (4,608) (5.438)

50,334 43,850 5436
77,653 19,430 14
7628 2161 536
12,088 25305 19421
22,167 3704 —
4,555 2,653 1,455

284,639 17,157 3847

The eccompanying notes are an integral part of thess financial statements,
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(Convenience Translation into Buglish from the Original Previously Issued in Pormgosse)

MARISA GROUP COMPANIES
COMBINE STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2006, 2005 AND 2004
(In thousands of Braxilian reals - RY) — (Continved)

CASH FLOWS FROM INVBSTING ACTIVITIES
Temporary cash investments

Securitics

Acquisition of investments in related companies
Additions to property and equipment

Additions to deferred charges

Additions to intangible assets

Dividends received

NET CASH USED IN INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES
Pund raising - loans and financing

Decreass in loans and financing

Decrease in taxes in installments

Capital increase

Treasary shares

Negative goodwill on acquisition of own shares
Capita] decrease

CASH PROVIDED BY FINANCING ACTIVITIES

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS

Beginning balance

Ending balance

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

5
6

Note 2006 2005 2004

(111,168) (17,528) 44%
(78,469) (2200) (1,909)
(41,286) (1,250) (77.038)
(111.944) (25,645) (15,188)
(1,771)  (366)  (126)
(631) (6495) —
1457 1405 @ —

(349,550) (53.2719) (89,760

953,717 459,122 267,033

(725.222)(387,414) (221,150)
1064 460 448
B — 24410
Y
(1)

@5912) (9.500) (2100)
190450 62,810 71,301
125,539 26,688 (12619

60,550 33,862 46481
186,089 60,550 33,862

125,539 26,688 (12,619)

The accompanying ootes are en integral part of these financiel statoments,
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(Convenience Translation into English from the Original Pmviously Issued in Portoguese)
MARISA GROUP COMPANIES

NOTES TO THE COMBINED FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2006, 2005 AND 2004
{Amounts in thousands of Braxillan reals—RS, unless otherwise stated)

1. OPERATIONS

Marisa S.A. (the “Company™) was incorporated on August 15, 2006 to be the holding company of the
following companies; Marisa Lojas Varcjistas Luda,, Fix Participagbes Lida. and subsidiarles, and Due Mille
Participagbes Ltda. (collectively the “Comypanics”). As shown in note 20, the Mimtas of the Exiraordinary
Shareholders’ Meeting that increased the capital of the Company through the assignment and transfer of the
sobsidiaries’ ownership interests, at book valus based on an appraisal report issued by an independent expert,
were approved.

These group of companies, of which the Company is the controlling sharcholder, are eagaged in the retail of
clothing in geasral and other department store procucts, management of own credit cards (Private Labed type),
and logistics.

The Companies have converging intetests and by centralizing their management in the Company renders
them more cfficient to atain their business purposes, and streamlines decision making.

The Company holds ownership intevests in the direct and indirect subsidiaries shown in note 4 to the
financial statements, the corporate purposes of which are as follows:

1.1. Marisa Lojas Varejistas Ltda, ("Marisa Lojas") - mainly engaged in the retsil of clothing in gencral and other
department store products. In addition to these operations, Marisa Lojas also engages in the import of
merchandise and the sale of products over the Intemet.

Tax incentives
ICMS (etate VAT)

Marisa Lojas benefits from incentives granted by the Pernambuco State Development Program
(PRODEPE), for an indefinite period of tine, as deemed tax credils equal to 3% of the emount of all stats
shipments made by the distribution center Jocated in Jaboatlio dos Guararapes, PE, The benefit of these
{ncentives is recorded in the statement of income under caption “Other operating income (expenses)”.

Marisa Lojas benefits from a special system agreed with. the Goids State Finance Department, under an
agreement eatered into with this State (TARB No. 014/2003 - GSF) granted for an indefinite period of time,
23 o granted tax credit equal to 3% of the amount of all interstate footwear, fabric, clothing, and bed, table
and bath linens shipments for sale, production or manufacturing mads by the distribution center located in
Goifnia, GO. The benefit of thess incentives is recorded in the statement of income under caption “Other

operating income (expenses)™.

1.2. Due Mille ParticipagBes Lida. (“Due Mille™) - mainly engaged in providing any type of prodirct handiing,
stowage, loading and unloading services, general management of product distribution centers, and clothe
hanging and hanger logistics.
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Marisa Greup Companies

1.3, Fix Participagdes Ltda. (" Fix") - operates as a holding company by investing i other companies in charge of
managing an own credit card celled “Cartfio Marisa”,

Currently, Fix has the following direct and indirect subsidiaries:
131, Credi-21 ParticipacBes Leda, (“Credi-21") - stasted its operations on November 9, 1990 and is

mainly engaged in managing an own credit card called “Cartdo Marisa™ and halding ownership
interests in other compantes, Sales with this card, as of December 31, 2006, 2005 and 2004
represented approximately 66%, 62% and 52% of Marisa Lojas sales, respectively.

1.3.1.1. Primos ParticipagBes Lidz, (“Primos™) - established on February 23, 2000, is malnly
engaged in menaging the purchase of pezsonal insurance by holders of the “Carto
Marisa” cards from insurers. :

1.3.12. TCM Participagdes Ltda. (“TCM") - founded on April 14, 2004, itis mainly engaged in
providing collection, credit advisory, and “Cartbes Marisa” collection portfolio
managament sexvices.

1.3.1.3. TEF Servigos de Processamento de Dados Lids, (“TEF") - established on March 16, 2005,
i1 {5 mainty engaged in printing and mailing the “Certiio Marisa™ bills.

1.4, The Company also holds owneship interest in Special Purposs Entitics (SPEs)

141,

142

Actlo Perticipagtes Lida (“Actio™, establishad on Rebruary 12, 1999, it is cagaged in providing
processing services of the own credit card “Cartio Marise” data and leasing assets to affiliated and

third parties.

Athol Comércio Atacadista de Artigos do Vestuério e Complementos Lida. ("Athol™), Logica
Coméree Atacadista de Artigos do Vestudrio e Complementos Lida, (“Légica"}, Racional
Comfrcio Atacadista de Artigos do Vestufrio ¢ Complementos Lidn, (“Racional™), Ativa Comeércio.
Atacadista ds Artigos do Vestnfirio e Complementos Lida, ("Ativa™), Fax Comércio Atacadists de
Artigos do Vestuério & Complementos Ltda. (“Fax"), and Transfer Coméreio Atacadista do Artigos
do Vesmdrio ¢ Complementos Lida, (“Transfer™), which are mainly sogaged in the wholesale of
clothing and gotions in general, and may also import o export this mezchandise, and hold interests
in other companies, as partuer or sharsholder,

2. PRESENTATION OF FINANCIAL STATEMENTS

The combined financial statements ave the responsibility of the Management of the Companles and the
affifiates tha arc ander common control and managemant, and have been prepared in conformity with Brazilian
accounting practices and standards established by the Brazilisn Securities Commission (CVM), Theso financtal
statemsnts refiect the changes introduced by the following accounting standards: Accounting Stendard and
Procedure 27 (NPC 27), “Presentation and Disclasires™, and Aocounting Standard and Procedure 22 (NPC 22)
“Provigiony, Lisbilitics, Contingent Lishilitics and Contingent Assets”, both issued by the Brazilian Instituts of
Indspendent Auditors (BRACON) on October 3, 2005, and approved by CVM Resolutions No. 488 and 489,
respectively, on the seme date.
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Marisa Group Compantes

Because of the Inteation to go public, the Management of the Companies is presenting the combined
financial statements for the years ended December 31, 2006, 2005, and 2004 as if the sharcholders of the
affiliates that ave under common control and management hed contributed their interests in investoes o the
Company"s capital since Jamuary 1, 2004, which occurred in December 2006, as proposcd and approved at the
shareholders’ mecting. Some adjustments have been mads to the year ended December 31, 2003, arising from the
effects of the change in accounting practice and the correction of errors in prior years. The effects of these
adjustmeants are being retrospectively reflected in these financial statements under the caption “Prior year
adjustments”. A summary of the effects is as follows:

b

Credh21 Mariea Lojas  Combined

Adjustoent to trads accounts receivable(a) 10,329 _— 10,329
Write-off of recoverable 1axes(b) (2,056) — (2,056)
Recognitlon of resexve for contingencies — 6519 (6519
Recognition of allowance for inventary losses — {520} (520)
Other (2,980) 40 (2,940)

5293 (6999  (1,706)

(s) Refers to trade aecounts receivable incarrectty written off and receivables under settlement in prior years.

(b} Refors to the reversat of recoverable taxes coasidered unrealizable by Management, such as INSS (social
security contribution), IRRF (Withholding Income Tax), PIS (tax on revenue), and IRPY (Corporate Income
Tax).

This information is presented solely for purposes of edditional analyses to Management and is not
. pecessarily Indicative of futuro results,

The combined financial statements do not represent the financial statements of a legal entity on a stand-
alone basis,

3. SIGNIFICANT ACCOUNTING FRACTICES
a) Results of operations
Income and expenses are recorded on the accrual basis,

Resale revenue and costs is recorded when the msrchandise is delivered to the custamer and credit cord
service revenns i recorded whea the service is provided. Rovenue from services is recognized in incoms
when rendered.

b) Accounting estimates

The prepantion of financial statements requires Management to make estimates and 2ssamptions that
affect the reported amounts of 2ssets and Mabilities and other transactions. Accordingly, the financial
statements includs several estimates related to adjustments to prasent value, allowanes for doubtful
aceounts, allowance for inventory losses, useful lives of propesty and equipment and required reserves for
contingent Hahilities, to calculats projections to determine the impainment of fixed assets, defered charges,
and deferred fncoms tax assets, as well aa to determine the provision for income tax. Since the Company’s
judgment involves estimates related to the likelihood of future events, actual results could differ from those
estimates.
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Marisa Group Compantes

Cash and cash eguivalents

Represented by highly Uquid investments, with mamrities of up to 90 days, stated at cost plus income
earned to balance sheet dates and, when applicable, edjusted to their equivaizat fair valuo.
Securities

Represented by investnrents in equity of other companies purchased to be actively and frequontly
traded. They are stated at cost, plus income eerned, and are edjusted to fair value on balance shoet dates,
with unrealized gains and fosses included in income for the year,
Allowance for doubtiul accounts

Recarded based on an analysis of risks on realization of receivables, in an amount considered sufficient
to0 cover potential losses,

loventories
Stated at average cost of acquisition, adjusted to fair valus and possible impafrment, whan applicable.

Investments

Represented by indirect investments in real estate companies, through Actio Pasticipagbes Lida, (EPE),
aceonnted for under the equity method, es shown in aote 12,

Property and equipment

Stated at acquisition or construction cost, less accumulated depreciation. Depreciation is calcutated
voder the straight-line method, at mates based on the estimated useful lives of the zssets, as shown in note 13.
Other current and noacurrent assels

Stated at net realizable velue,

Curent and noncurrent Habilities

Stated at known or estimmatad amounts, plus, if applicable, related charges and monetary and exchange
variadong incanred throngh the balance shect dates.
Poreign curency-dezomineted amounts subject to exchange variation

Mongtary agsets and lizbilities denominated in foreign carencies are translated into Brazilian reais at
the exchange mtes prevailing at the balance sheet dates,
Income and social contribution taxes

The provision for incoms tax was recorded by the companies Marisa Lojas and Credi~21 at the rate of
15% plus a 10% surtax on taxable income excesding R$240. Social contribution tax was calculated at the
rate of 9% on taxehle income. Deferred income and social contribution taxes recorded in cureant and
noncurrent assets are derived from temporarily pondednctible expenses, Additionally, deferred tocome and
social contribution taxes for tax loss carryforwards were recognized.
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Pursuant to CVM Resotution No. 273/98 and CVM Instruction No. 371/02, defered taxes are recorded
gt realizable valoes. The details are disclosed in note 10.

For the companies Fix, Primos, TCM, TEF, Dus Mille, Actfo, Athol, Légica, Racional, Ativa, Fax and
Transfer income and socinl contribution taxes are calonlated under the criterin established by prevailing tax
legisiation, using the deemed inrcome taxation regime.

m) Loans and financing

\ Adjusted based on intexest, monetary and exchange variations and finaneial charges incurred through
the balance sheet dates, as esteblished in contracts and shown in note 15.

n) Reserve for contingencies

Monetarily adjusted through the balance theet dates, by the probable amount of loss, according to the
nature of each cantingency and based on the opinion of the Companies' logal counsel, The basis and nature
of the reserve for contingencies are described in note 18.

0) Rerivatives

| Recorded on the accrual basls. Gains carned and Josses incurred as a result of these contracts are
recognized as adjustments to financial income and expenses. .

p) Financial income and expenses
Financial income and expenses basically inchude interest on loans, net of integest receivable on cash
investments, monetary variation and exchango geing and losses, discounts granted by suppliers on
prepayment of trade notes, and galns and Yosss on derivatives, recognized in the statements of operations
on the accrual basis,

q) Adjustmeats tp present value
Purchase and sales transactions in fixed ipstallments have been brought to their present value becsuse
of their maturities, using the average rate of financial charges incurred by the Companies on the fonds
raised, both for customers and supplicss.

' The recognition of the adjustmeat to present value of purchases is made onder captions “Trads
accounts payable” and “Inventories” (note 8) and its reversal is mado against the caption “Financial income”
(pote 22), due to maturity, in the case of trade accounts payable, and realization of inventories in relation to
the amouzts recorded. The adjustment to present value of sales in instellments has a corresponding entry in
the caption “Trade accounts receivable” (nots 7) and realization is recorded as financial income (note 22)

after maturity.

47




Marisa Group Companies

4, COMBINATION CRITERIA

The combined financial stalerents have been prepared in eccordance with the consolidation critetin set
farth by Brazilian accounting practices end CVM regulations, and inchido the financlal statemeats of the
Company and its direct subsidiaries and SPB;, comprising the Marisa Group companjes, consiting of the
following companies:

% owpirship intavest

W06 065D} 2004(D)
Matisa Lojas Varejistas Lida. 99.99 9999 9999
Due Mille ParticipagSes Ltda. 9998 9997 997
Fix Participagbes Lidn, 95.59 92.82 100.00
Cyedi-21 ParticipagBes Lido.(a) 9559 9280 9995
Primos Participacties Ltda.(a) 9184 9245 99.60
TCM Participages Ltda.(a) 9500 9281 9999
TEF Servigos de Processamento de Dados Lida.(a) 90.18 B7.57 —

(a) Indirect subsidiaries
() The ownership interest perceutages in those years are preseated only for comparative paposes, sinéc in
theses years ownership was beld by other companies or individuals,

SPEs (*)

Actio ParticipagBes Lida,

Athol Comércio Atacadista de Artigos do Vestudric e Complementos Lida,
Légica Comércio Atacadista de Artigos do Vestudrio ¢ Complementos Lida.
Recional Comércio Atacadista de Astigos do Vesmério o Complementos Lida.
Ativa Comércio Atacadista de Artigos do Vestudrio o Complementos Ltda
Pax Comércio Atacadista de Artigos do Vestudrio e Complementos Lida.
Transfer Comércio Atacadista ds Artigos do Vestudrio ¢ Complementos Ltda.

{(*} In substance consldering their relationship with Marisa Lojas, the operations of the SPEs, are indirectly
controlled by the Company, and the entire equity of thess ¢ntitics is held by Begoldi Comérclo, Participagio
¢ AdministragSo S.A,

The results of the operations of the SPEs, which are engaged is providing “Carifio Marisa™ data proccasing
services and the wholesale of clothing and notions in gencrel, are dircctly or indirectly impacted by Marisa Lojas
and have therefore been included in the combined financial statements, as established by CYM Instruction
No. 408/04.

In the preparation of the combined financial statements, financial statements as of the saroe dates and
consistant with the sccounting practices described in nots 3 wers used. Intercompany balances, trensacticns and
investments have been eliminated, The minoxity interest in the companics controlled by the Company has been
separately disclosed. The net equity balances of the SPEs have beea recorded as payahles to the holding company
Begoldi Comércio, Participagiio & Adminlstrag¥o S.A. in current labilitics, 85 showa in item (b) of nots 11, since
the Company has no direct ownership interest in these SPEs. The classification was maintained in current
liabilities because of their nature. .
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5. CASH AND CASH EQUIVALENTS
2006 2003 2004

Cash 6,755 4284 2,540
Banks(a) 23,289 11389 3973
Tempocary cash investments{b) 156,045 44877 21349

186,089 60,550 33,862

(2) Scenote 15, guarantees on loans and finsncing.
(b) As of December 31, 2006, 2005 and 2004, the balance of *Temporary cash investments” is as follows:

YieM in 2006 - % 2006 2005 2004

Flowers Multimercado - Catyon(i) 007 122746 18162 13,342
Fox - FIAG) ' 34.01 15.167 11,547 8,634
Credit Suisse - portfolio(iii) 15.64 1487 - —
Other — 0,645 15168 5373

156,045 44,877 27,349

(1) Refers to 25,389,050 shares beld as of December 31, 2006 (4,510,750 in 2005 and 3,984,236 in 2004) in a
financia) investment fund, consisting of shares in several other balanced and equity funds, managed by
Crédit Agricole Private Capital Management, recorded at fair value, At the yearend, the fund invested 77%
in fixed income, basically in Certificates of Bank Deposit (CDBs), Domestic Supply (DI) - Puture and
National Treasury Notes (NTN-B), and 23% in variable income, consistiog of US dollar, euro, options and
shares.

(i) Refers to 6,662 shares held ag of December 31, 2006 (6,684 in 2005 and 4,998 in 2004) in other companies’
investment fands, managed by Banico Had S.A., recorded at fuir value, where approximately 28%
concentrate in investments in the companies Bradespar §.A., Ranco Bradesco S.A., Usinas Siderdrgicas ds
Minas Gerais 8.A, - Usiminas, and Petréleo Brasileiro S.A. - Petrobras. The remaining shares are diluted
among approximately 30 public companies, ooae of which exceeding 6% of the total fund.

(ifi) Refers to 823,213 shares held as of December 31, 2006 in & financial investment fund, consisting of 84%
invested in National Trcasury bills (LTN) and 16% in other government securities.

6. SECURITIES
Yield In the
year- % 2506 2005 2004

Austrian bonds(*) 9120ofCDI 77208 — e
Options market - 1,892 1232
Other companies’ equity: .

Companhia Vale do Rio Doce S.A. 1349 41 —

Banco Unibanco S.A. 47 - —_

Petr6leo Brasileiro S.A. - Petrobras 721 408 —

Siderdrgica Nacional S.A. 480 — —

Otker equity 1561 191 —

4603 1,540
81,901 3432 1232

(*) Refers to Austrian public debt securities, adjusted based on 91.20% of the interbank deposit rate (CDY) as of
December 31, 2006, On Januvary 13, 2006, Masisa Lojas acquired Austrian goverument bonds, the so-catled
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*Austrian Bords”, with matuity on July 11, 2007, These bonds are issued by state companies, all owzed by
the Avstrian Government, to raise funds for their projects, Specifically in this tansaction, Marisa Lojas
acquired bonds issued by an Austrian feders] highway called OeBB Infrastruktur Bau AG.

7. TRADE ACCOUNTS RECEIVABLE

Trade accounts receivable - Cartfio Marisa:

Current:
From 211 to0 240 days 13,450 -— —
From 181 to 210 days ) 27,740 3,089 2,808
From 151 to 180 days 30,908 5,855 5,323
From 121 to 150 days 40317 13497 12270
From 91 to 120 days 46,986 18,143 16494
From 61 to 90 days 61,784 24035 21,85
From 31 to 60 days 46,056 30,198 27453
Up to 30 days 16912 51328 44873
206 2005 2004
Past-due:
Up 10 30 days 72104 59,187 4431
Prom 31 to 60 days 9204 7,629 2923
From 61 to 90 days 8068 6623 1,246
Prom 91 to 120 days 8890 7,297 T43
From 121 to 150 days 7961 6,535 584
From 151 to 180 days 8,697 7,139 689
399,167 240,555 141,687
Credit card companies - third parties 29,667 25356 21,360
Other receivables 1,997 1,064 5,292
Allowance for doubtful accouats ' (34,950) (20,856) (12,332)
Adjustment to present value (7.514)  (4,298) (2,353)
388,307 241821 153,634
8, INVENTORIES
2006 2008 2004
Goods for resale 101,445 80,640 47206
Adjustmen to present value ’ (1,252) (1,075 (644)
Allowances for inventory losses (7,378 (4.918) {3,037)

92,815 74,647 43,525
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9, RECOVERABLE TAXES

2006 2008 2004
Income tax 9320 8,192 584
COFINS (tax on revenue) 146 192 574
PIS (tax on revenuc) 26 53 194
Recoverable ICMS (state VAT) 6171 1558 84
CSLL (social contribution on net income) 386 1,067 88
Other 41 42 15
Curren! assels 16,099 11,104 . 1,539
Recoverable ICMS (state VAT) 1,940 796 388
COFINS 1,488 84 —
FIS 353 1714 —
Noacurrent aseets(*} : 3781 1664 388

(*) Balances stated in combined noncurrent assets ere recorded under the caption “Other receivebles”.
10. INCOME, AND SOCTAL CONTRIBUTION TAXES
a) - Defeared income and social contribution taxes

200 2008 2004
IBFJ CSLYL kP CSLL IRP) CSLE
Noncurrent:
Tax contingencies 67,085 67,085 51,801 51,801 40,088 40,088
Labor conlingencies 10,881 10,881 11,611 1161t 7,875 7875
Civil contingencies 6226 6,226 439 439 3712 372
Allowance for Inventory losses 73718 7378 4918 4918 3,037 3,037
Provision for swap losses 8,076 8,07 - -_— — —-—
Other 9,190 9,190 704 704 1,381 1,381
Social contribution tax loss carryforwards - 350 — — — 14,181
Tex loss 20.603. —_ — —_— — -
. 120,430 143,930 69,473 69473 56,093 70274
Statutory rate 25% 9% 5% 9% 5% 9%
32360 12954 17,368 6253 14023 6325
Current assets 4,860 1,750 — — —_— —_
Nomcurment assets 21500 11,204 17,368 6,253 14/ 6,325

Based on the projection of foture taxable income of the subsidiary, the estimated recovery of the
comsolidated deferred income and social contributien tax assets oa tax Joss carryferwards is as follows:

2008 11,623
2009 ) 9,027
2010 9,027
2011 9,027

' 3 3,704
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The asset amount recorded is lmited to the amousits whose offset is based on projected taxable incoms,
discounted to present value, realized by the Company for the coming five years, alto considering that the offsct
of tax loss carryforwards is Jimited 10 30% of taxable income for the year, as detarmined by Brazilian tax
legislation.

The batance of deferred income tax as of December 31, 2006 includes the total effect of tax Josses of
subsidlary Marisa Lojas, which do not expire and can bs offset against foture taxable income, Deferred charges
in the amotmt of R$14,730 were not recorded on tax Joss carryforwards, totalivg R$21,512, and temporary
differences, totaling R$21,812 of nubsidiary Credi-21 becanse there were no future taxable incoms projections in
the period to support their realization,

Tt is estimated thet the balangs referxing to defecred taxes arising from temporary differences as of .

December 31, 2006 will be realizad by 20011, However, we were unable to accurately estimate the years in
which these temporary differences will be realized, since most of them are subject to court decisions over which
the Company has na control or regarding which the Company is unable to predict when a final, unappenalabls ?
decislon will be issued,

Futuie taxable incomse projections include various estimates as to the performance of the Brazilian and
international economies, selection of exchange rates, sales volume, sales prices, tax rates, among others, which
may differ from actual data and amounts,

As the income apd social contribution taxes balance results not only from the taxable income, but also from
the tax and corporate structure of the Company’s subsidiarics, the existence of nontaxable revenues,
nandeductible expenses, tax exemptions and incentives and various other variables, there is no materiel relation
betwoen the net income of the Company’s subsidierics and the income and social contribution taxes balance.
Accordingly, the evolution of tha tax loss offset should not be considered an indication of future profits of the

Company's subsidiaries.
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b) Reconciliation of inpome and social contribution taxes at effective rate
2006 2008 2004

Net incoms (loss) before income and social contribation taxes social, depreciation
of spun-off property and equipment, equity in re:l estate companies and reventts

from rental of spun~off property (11,010) 46,719 (14359)
Equity in real estate companies 6,196 5,737 (18,530)
Depreciation of spun-off property and equipment (1,625) (2,684 (3,361)
Revenue from rental of spun-off property 1,735 1,751 1450
Book income (loss) used as incoms and social contribntion tax basis (4,704) 51,523 (34,795)
Statutory rate 34% % M%
Expected income and social contribntion credit {expense), at statutory rate 1,599 (17,518) 11,330
i)  Effect of income and sociel contritution taxes on permanent differonces:

Fine on tax deficiency notices 2776) (52%) (392
Bquity in subsidirry 5442 9250 (2,999
Loss on investments in subsidiaries — ©3) (1,681
Loss on variable income investments higher than gains (5840) (472) (4D
Interest - Austrian bonds 2217 - -
Other permanent additions {deductions) 1,638 34 (101}
Income (except financial income) of subsidiaries taxed based on deemed incore;
Reversal of taxation effect - taxsble income 34,457 11,268 727
Taxation based on deemed incoms, using gross revenue from sales as tax
basis ‘ (13,528) (7,062) €2,071)

ii)  Effect of income and social contribution taxes on temporary differences and
tax losses for the year, for which deferred taxes were not recorded as (here
was 0o strong evidence, in the year, of realizetion:

Temporary differences (7416) (7,336) {8,006)

Tax loss carryforwards (7.314) (6,817) (1,714)
iv)  Credits because of incotas tax contingencies(*) (4868) — —
Benefit (charge) recordsdd 3,611 (19.271) (4,384)
Income and social contribution taxes - cumrent (18.386) (22,810) (10,227)
Deferred income and social contributicn taxes 22,007 3,539 5343

{*) Amounts related to the payment in installments ofmnometaxdeﬁmencynotioe(m note 19) and income
tax-related contingencies - Law No. 8200/91 (see note 18.(c)).

Undcrpmvailingmxlegiﬂaﬂon.ﬂlowommdngmdmmdafmthclasﬁymoﬁnmmewdmdal
contribution taxes zre open to review by tax authorities, Other taxes and contribations ars cpea to review and
approval by tax authorities for varying statutory periods.
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1L INTERCOMPANY RECEIVABLES

Tho puain balances and transactions with related parties are as follows:
006 2008 2004

Current assets -
Dividends receivable:(a)
Mareasa Participacdes Ltda, — 147 —
Compear Participagbes Lida, — 195  —
- LM —
Noncurrent sssets:
Related party -
Begoldi Comércio, Participacio ¢ AdministrecZio S.A.(b) 9174 11,006 11,426
Begoldi Comércio, Participaglio ¢ Administragio S.A.(c) -— 30,000 -
Other related partics 59 120 321
9233 41,126 11,747
Current lizbilities:
Related parties -
Begoldi Coraéreio, Participaghio ¢ Administraco §5.A.(d) 84,005 17,307 -—
Rentals payable(s):
Nix Administragio ¢ Participagdes Lida. 873 68 —
Mareasa Perticipagbes Lida, 444 306 —
Novay Participagfies Lida. 1758 1,190 -—_
Otber 17 13 14
97,097 19,444 14
Dividends:
Bagoldi Comérein, Perticipaghio ¢ Administragdo S.A.() 25468 3699 —
Individuals 403 5 —
25871 3,704 —
Statement of income -
Rentals of Group properties(g) 14,3570 11064 8284

(a) Dividendsreceivable from Mareasa ParticipagBes Lida. and Compar Participagles Lida,

() Refers to advances granted by Begold! to subsidiaries and SPEs for the payment of taxes and administrative
expenses in general, which are pot subject to interest. Balances are classified in noncurrent assets becanse
they have infinite maturities.

{c) Ascigninent of Marisa Lojas credit card receivables (o Begoldi, with tho approval of Credi-21, through a
cument sccount agreement. <
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{d) As of December 31, 2006 aud 2005, the amouat payable to the parent company Begoldi is edded to the net
equities of the SPEs, which were combined into the Comipany, as shown in noted 1 and 4, and the amounts
of assets and liabilities of these entities are as follows:

Comnpany

Cash and cash equivalents
Securities

Trade accounts receivable
Other recefvables
Noncurrent assets
Investment

Property and equipment
Total assets

‘Trade accounts payable
Taxes payable

Other payables
Noncurrent lisbilities
Total liabilities
Sharcholders' equity

Company

Cash

Banks

Notes receivable
Securities

Inventories

Other receivables
Noncurrent assets
Property and equipment
Total assets

Trade accounts paysble
Payroll and related charges
Taxes payable

Accounts payable

Total liabilitles
Sharehiolders’ equity

2006

Athol Légea Raconal At Fax  Traosfer  Acto Totad
382 305 35 446 312 138 U4 578
8052 6875 B200 10% 8 — 10347 3458)
6970 6221 7,08 6709 6874 3 — 33,86
1097 90 628 1210 95 50 2920 69%
2 —- - = = — 7% 790
- = = = = = Bl5 BUS
® = - = = 16351 16435
16591 14391 16251 13264 7289 227 50731 118,744
3254 1580 37% 7256 2472 15— 18333
1,085 1133 1,247 426 371 10 842 5N
3 2 3 4 4 — a1 N
_- = e = = = 1255 1255
4342 2715 5006 7686 2847 25 218 24739
12,49 11676 11245 S578 4442 202 48613 94,005

2008
Afil | Uogra  Raddonal _Tobl
: 3 5 10
25 19 B 66
8969 9893 10,590 29452
1520 179 1043 2842
58 10 07 M5
8 5 10 4
2 - - 12
8 — e 8
10701 10,109 11,847 32,657
3707 4034 4460 12201
2 2 2 6
s07 672 145 194
1210 4 § 1222
5426 4712 5215 15353
5275 5391 6632 17304

(8) Refer to rentals payable to relaied companies, as shown in note 24.5.
(D Dividends payahle by Marisa Lojas, Atho! Comércio Atucadista de Artigos do Vestudrio ¢ Complementos
14da, apd Due Mille Participagles Ltda.
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(g) Refers to intercompany rentzl payable:
2006 2008 2084

Nix Administraces ¢ ParticipacBes Ltda. 4,184 3394 2,756
Mareasa Participapbes Lida, 2293 1863 1295
Novay Participagfies Lida, 7,893 5807 4,233

14370 11064 8284

12. INVESTMENTS

Envestments are represented by:

Sharehokders’ oqulty  Owmerxhip inferest - % Irvestment Exnity fn sabsldiaries
2006 2085 2004 006 2005 2004 2006 2008 2004 2806 2005 2004

. 4243 8,059 8,198 — 2628 2668 — 2150 2,187 (753) (AN (505)
Leda, 1,790 1,435 1,501 — 10000 10000 -~ 1435 1,501 265 323 (279)

Lida. 52,765 48,259 46,179 - 9755 9755 — 47,017 45,048 3,258 3,054 (9.34)

Administragiio
¢ ParticipacBo
Ltda.(*) 61,962 31,509 20,248 21.17 3015 29.44 13,115 9,501 5961 3.430 2,397 (7,882)
13,115 60,163 54,697 6,200 5,737 (18,530)
2 2 2 — — —

Other
Total investments 13,117 60,165 54,699 6,200 5,737 (18,530)

(*) Indirect ownership intarest through Actio Participagtics Ltda. (SPE).

Cn December 30, 2006, the sharcholders' mecting approved a capital decrease in Marisa Lojas snd Fix in
the amount of R$51,991 because of the assignment and transfer to Begoldi Comércio, Participag¥io ¢
AdministragZo S.A. of the ownership interests held in this compandes:

Nomber
of shares ._.i‘.*;...
Marisa Lojas Varejistas Lida.:
Corapar Participages Lida, 1,400,745 1,700
Mareasa Participages Lida. 59,282,000 49,161
Fix Participagtes Ltda. -
Traditio Participagies Ltda, 2,348,787 1,130

Thacaphﬂdmdﬁcwmeassignmemwmfﬂof&ewmpmiu'ahmwasmndeatbookvalueon
then and is supported by an eppraisal report issued by independent experts,
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13. PROPERTY AND EQUIPMENT AND INTANGIBLE ASSETS

Installations

Leasehold improvements

IT equipment

Pumiture aod fixtures
Vehicles

Construction in progress
Otber propesty and equipment

Intangible assets
Goodwill(*)

Spun-off property and equipment
Land

Buildings

Installations

Leaschold improvements

IT equipment

Purniture and fixtures
Vehicles

Other property and equipment

Intengible asscts

Goodwill(*)

Spun-off property and equipment
Land

Buildings

E-57

20048
Ancoal average
nte-% Cost Depreciation Ned
19 L (44090 17,312
20 92320 (46940) 45,380
20 23,716 (11,704) 12,012
10 23020 {4607y 18413
20 543 (450) 93
— 30,815 -— 50,815
10 382 (21N 305
DINT. OB3E) 14330
— 16,045 — 16,045
8,154 - 8,154
13,757 (5.554) 8,203
21,911 {5.554) 16,357
20605
Annual averape
rate - % Cost  Depresiation Net
10 19,819  (12,567) 7,252
20 - 67,113 (32,669) 34444
20 13,832 (9.370) 4,462
10 9,328 (3A85) 5,843
20 808 (540) 268
10 413 (35) 378
111,313 (58,666) 52,647
-— 9,666 — 9,666
15,668 — 15,668
33,790 (10212) 23,578
49,458 (10212) 39,246




Installations

Leasehold improvements

IT equipnwent

Furniture and fixtures
Vchicles

Other property and equipment

Intangible assets

Goodwill(*)

Spun-off property and equipment
Land

Bulldings

Marisa Group Companies

2004
Armma) gverngs
rals - % Cost  Deprecistiom  Net

1¢ 17687 (11,544) 6,143
0 47,589 (25.346) 22243
20 12,398  (7.946) 4452
1¢ 6,983 2761y 4,222
20 861 (429) 432
10 412 (34) 378
85930 (48,060) 37870

- KA Y| — 3m
16,504 —_ 16,504

34294  (7,528) 26,766

0,798 (7.528) 43,270

(*) Represented by goodwill acquired by subsidiary Marisa Lojas and based on commercial locations where the

Marisa and Mariss Famflia stores are locatad, which is an intangible asset that can be sold and is not

impaired with time. Howeve, the subsidiary Marisa Lojas tests this asset for impairtent annuglly,

14, TRADE ACCOUNTS PAYABLE

As of December 31, 2006, ths Company has 550 seppliers, all located in Brazil. At balance sheet dates, the
five main suppliers acconnted for approximately 12% of total trade accounts payable and none represcated
individually mere than 4%. Other suppliers do not represent individoally more than 2% of total trade acconnls

paysble total at balance sheet date,
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15, LOANS AND FINANCING

The Company's subsidiaries as of December 31, 2006 had the following loans:
Primigel Interest 2006 2005 2004

Mariss GGroup Compantes

Current Habilities:
Banco Alfa - working cupital 5000 116 5116 2999 6478
Banco Bradesco - waglflg

capital 3900 14 4024 3898 —
Banco Bradasco - BNDES 2050 171 2230 1989 o
Banco Safta - buyer finneing 8,574 26 8,600 14,690 26,110
Banco Safra - working capital 19,000 1,074 20,014 —_ —
Banco Sefra - workipg capital 9,045 119 9184 12200 -
Benco Safra 5.A. - FINAME 538 16 554 —_ —_

anco Smmtroder - Resolutions

2‘770 and 3221(*) 34,600 128 34728 19852 —

anco Santander -

2710ml nyy 5300 31 51 — —
Uaibanco 8.A. - boyer

financing 7100 91 1,191 5015 21312
Unibanco 8.A. - Resolution

2T710(%) 11,900 41 11,941 2009 —
Unibanco 5.A. - BNDES 2221 66 2,287 4037 15%
Banco Santander - Resolutions

210 and 3221(%) 10000 255 10,255 9012 —
Banco Santander - ons

2770 and 3221(% 10,793 71 10,864 —_ —_
Banco J. Safra S.A. - Loan 49500 1,131 50531 34200
Banco Credit Suisse S.A(%) 56,506 16559 73065 — —
Banco Cradit Suisse S. A - 1629 1529 20277 —
Banco Credit Sulsse S.A(% 26,513 333 26,346 — —_
BNDES financing 10,783 149 19932 — —
Banoo Citibank - Resolution

270(%) 45,000 494 45,494 — —

318932 22,624 341,556 120,195 55,794
Noncurrent linbilities:
Financing - BNDES 62,937 866 63,703 - —
Banco Credit Suigse S.A.(*) 78,100 78,100 —— —_—
Banco Credit Suisse S.A(*) 28293 3% 28,49 —_ -
Safra S.A. - FINAME 1,457 2 149 629 125
Banco Bradiesco SA. -

BNDES 2Ms 28 2913 355 —
Unibaoeo 5.A. - BNDES 540 16 556 1,046 23983
Banco Santander S.A. -

financial instrumpent — 973 M3 — —

173972 2481 176453 5328 4,168

(») CDI - Interbank certificats of depostt

(b) TILP - Long-term interest rats

(c) IPCA ~ Extended Consumer Price Index
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Charges Mdurity
Interest of 106% of
CDl(z) April-May 2007

Interest of 168.5% of CDI(a) Jaly 2007
lneuutofmla-l.ﬂ'n,l’(b) Apsil 2009

C’DI(a) April 2007
Interest of 108% of
CDX(a) April 2007
Interest of 1.50% 1o 2.50% p.a.
+CDX(a Juse 2007

)]
Interest 0f 4.5% o 6% pw. +  April 2007-
T. ) October 2009
Toterest of 118% of
CDl(a) Apxit 2007
Interest of 112% to 118% of
DI

Interest of 1.5% p.a. + CDI(a) April 2007

Tnterest of 2.96% p.a. + CDI{a) Septembes 2007
hmudﬁ%w)ﬁ%pa.d- Decesder 2007 -

2008
Intcrest of 2.30% poa, + CDI(a) September 2007
Interest of 111.6% to 112% of
CDIn) Jons 2007
March-
Interest of 1.81% p.J,.+CDI(a) May 2007
Intorest of 111% of
CDXn) July 2007
Interest of 106% of
CDI(®) August 2011
Interest of 108% of May 2008-
CDI(m) Pebm;g
Interest of 2.8% p.a. + TILP(b) ml 11
Fixed interest of -
14.26% pa. Tons 2007
Interest of 2.5% pa +'nu’(b) Apeil 2011
Interest of 106% of
CD(s) August 2011
Imuutoll'( 1():395 of -
CDI(a;
Titrest of 4.5% 10 6% ps. + m
TILP(b) October 2009

Intorest of 6.5% p.a. + TILP(b) April 2009
Inmtofd.S%tnS.S%pa.:Dmmbwm
TILP(b) Auguit 2009

May 2009-
Interest of 9% p.a. + IPCA{c) August 2010
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Anncs)] rate
Index 2006 2008 2004
TILP - Long-term interest mte 685 975 975
CDX - Interbank cettificate of deposit 1247 1905 1928
IPCA - Extended Consumer Price Index 314 - —

(*) On the same date this fund was raised, the subsidiaries Marisa Lojes and Credi-21 entered into swap
tragsactions to bedged the exposute to mazket, foreign exchange, and interest rate risks. As of December 31,
2006 the swap balance recorded vades loans and finnpeing in current assets, with a corresponding entry in
financial sxpenses, was R$17,950.

Loans and financing in notcusrent assets as of December 31, 2006 matnre #s follows:

2008 46,200
2009 23,816
2010 18,631
2011 87,806
176,453

Covenants

As of December 31, the subsidiaxies have loans aad financing with covenants under the joan agrecments
entered iuto with banks. Some of these covenants have been met and others have not. The covenants related
to the firancial indicators required in the loan agreements entered into with Banco Credit Suisse S.A- and
Unibanco S.A. - BNDES for 2006 are as follows:

Banco Credit Suisse S.A
Tndebledness shall not excead R$350,000 (not met).

Dividends and interest on capital shall not exceed 40% of net income (not tmet).

Disclose apnual or quarterly financial reparts.

As regards the covanants not met, the gubsidiaries obtained from their creditors A waver, until June 30,
2007, of their rights to immediate payment of the amounts due.

Unibanco S.A. - BNDES

Transfer of funds (“loan agreements”) between subsidiaries and affiliates can not exceed R$30,000 {aot
met).

"Total indsbiadness shall not excesd 150% of EBITDA or 15% of shareholders’ equity (not met).
Pinsacial expenses far the period shall not exceed 40% of EBITDA.

Dividends paid shall be limited 1o 15% of net income and interest on capital limited to 5% of sharcholders’
equity, as Jong as the amount does ot exceed balf the amount of the profit reserve recognized (not met).

As mentioned in nute 26, on Apri) 30, 2007, the Company’s subsidiaries signed an addendnm to the
financing agreements entered into with Unibanco S.A., under which the creditors exclude from the
agreements the covenznts above.
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Guarantees of loans and financing

The loans and financing are guaranteed by the following related parties:

Compary

r———

Nix Administragtio e Participaghio
Ltda

Banco Bredesco and Banco Safra

Begoldi Coméreio, Participagfio ¢

Nix Administragio ¢ Pasticipagio
Lda, .
Marisa Lojas Varejistas Lida,

Begoldi Comércio, Participagiio ¢
Administragio S.A.

Begoldi Comércio, Participaglio o

Al S.A. .
Begoldi Coméreio, Participacio e
Administragiio S.A.
Nix Adwministraglio e Participachio
Lida.
Marisa Lojas Varcjistas Lida.
Marisa Lojas Varejistas Lida.

Finsncha] institotion

Banco Crodit Sujssa S.A.
BNDES financing

Banco Citibank - Resolution
2110

Banco Santander

Banco Safim S.A.

Benco Itad - Resolations 2770
and 3221

Banco Bradesto S.A.
Unibanco S.A.
Banco Alfa S.A.

Banco Safra 5.A. - FINAMEB
Banco Credit Suisse S.A.

Type of guarantes

Promissory note
Bank guatantees

Promissory note

Promissory note
Promissory nots

Promissory note
Property(e)

Propesiy(s) and lien

Promissory note
Promissory nots

Lient on receivables
and othet covenants(b)

(2) As of December 31, 2006, the propestics pledzed as collatoral are recorded at net book value of R$4,746.

(b) Private agrecment for collateralization of receivabies and other covenants, under which Marisa Lojas
assigns as collatesal, to Banco Credit Suisse 5.A., 75% of all its receivables from billings of its stores related

to sales carried out with two credit card

ies, Redecard S.A. and Comopanhia Brasileira de Meios de

companics,
Pagamento, which is effective until the repayment of the foan, Marisa Lojes shall keep in the account where
the collateralized receivables are deposits an amount at the Jeast three times higher than the amount required
to pay an instaliment of the debt to Banco Credit Suisse S.A.

16. TAXES PAYABLE

ICMS (stato VAT)
IRF]

CSLL

COFINS

PIS

Other
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32,386
14,616
3,602
14,638
3,177
4,406

19,686 15,610
22,591
5614 1,767
9,382
2,037
1427 1,162

72,825

60,737 35432
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17. LEASING

Ths subsidiarics Marisa Lojas and Credi-21 have lease commitments for equipment, for perfods ranging
from 24 to 36 months and bearing and average interest rate equal to CDI plus 1.73% p.a., whereby agsets are
purchased a1 the end of the lease agreement for a symbolic residual valus. As of December 31, 2006, the future
lease commitment, which is considexed as expenses as payments are mads, totals approximately R$9,660

(R35,864 in 2005 and R$2,456 in 2004).

As of December 31, 2006, 2005 and 2604 lsase camritments are as follows:

Year
2005
2006
2007
2008
2009

Total

2006 2008

2004

~ 2166
4112 2446
3,517 1,282
1|431 —

1,428
684
34

——

9,660 5,864

2456

Had these transactions been recorded as purchase of property and equipment for payment in installments, as
of December 31, 2006, property and equipment would be locressed by R$10,809 (R$6,588 in 2005 and R$3 452
in 2004), liabilitics would be increased by R$9,660 (R$5,864 in 2005 and R$2,436 in 2004), and sharehalders'
equity as of that date would be increased by R$1,149 (R$724 in 2005 and R30996 in 2004).

18. RESERVE FOR CONTINGENCIES

The Company's subsidiaries are parties to tax, civil and labor lawauits and in administrative tax
proceedings. Managemsnt, based on the opinion of its legal connsel, belisvas that the reserve for contingencies ia
sufficient to cover probable losses, The balances of the reterves for contingencies arc as follows:

20M 2005  Addioos Writeoffs Charges 2006
Tax:
COFINS(a) 32,037 36,12 — -— 2,988 39,113
COFINS(b) 47718 5377 —_ — 427 5,804
IRPJ - Law 8200/91(c) — 7 — —_ 7,482
FGTS (severance pay fund)(d) 1,546 2285 L5 — — 3,789
13th salary injunction(e) 700 700 1,086 — 1,873 3,659
Stats Poverty Alleviation Pund (FECP) - RI(f) 949 1834 1459 1,265 — 2078
Taxable income computation book (LALUR) - 1,671 1,671 1671 —_ 1,671
CSLL) 316 1,208 840 — —_ 2,048
Other tax oontingencies 3402 3820 2229 — — 6,038
43,728 53,079 16,271 2936 5,288 . 71,702
Labor(h) 9320 1417 10,737 10913 —_ 14,053
Qlvil@) 351 44 5,782 — —_ 6,226
Total contingencies 53,408 67,702 32,840 13849 5298 91981
Escrow deposits 12,671y (17279 (7,061) 8990 (13,350)
40,737 50423 76,631
———- E————
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Law 9718, of November 27, 1998, increased ths COFINS zate to 3% from 2% and allowed thet the 1% difference
to be offset, in 1999, against the tax payable in the same year, However, in 1999 the sobsidiary Marisa Lojas filed
a lawsuit and was granted an injunction suspending the payment of the tax (1% rata difference).

In 1999 ths subsidiary Marisa Lojes filed a lawsnit apd was granted an injunction suspending the expansion
of the tax basis and challenging articles 3 and 8, respeciively, of said Law, and authorizing the payment of
COFINS based on Supplementary Law 70/91.

As rogards items (s) and (b), as of Decembser 31, 2006, the court reconds were closed for judgment by the 34
Region Regional Pederal Court (TRF). Previous decistons of the Rederal Suprerse Court (STF) on the
matrer, based on article 195 of the Pederal Constitution, befors Constitutional Amendment 20/98,
considered the expressions gross revenue and billings synouyms, making them equivalent to service or
product and service sales. Therefore, pamgraph 1 of article 3 of Law No. 9718/98 is uncongtitutional
becanse it extended the concept of gross revenue to all revenues camed by legal entities, regardless of thelr
activity and the accounting classification adopted. Base on the opinjon of its legal counsel, the Company
classified the likelihood of an unfavorable cutcome on this lawsuil as probable,

This lawsuit requests the court to declarc that there fa no legal or tax requirement to apply to the financial
statemsats issued in 1991, for 1990, of subsidiary Marisa Lojas, the fiscal Nationsl Treasury Bond (BTN)
variation, adjusted accarding to the tax adjustment index, and instead the fiscal BTN adjusted by the
Consumer Price Index (IPC) should be applied on income and social contribution tax and tax on net income
(ILL) fallieg dus, The initial lawsuit was numbered No, 91.0653835-5 and unfofded into severs] lawsuits.
The court records wait isseing of the court decision that rejected the special appead filed, Previous court
decisions considers this Law fully constitutional; accondingly, the likelibood of an unfavorsble outcoms is
probable,

Subsidiary Marisa Lojes fited a lawsuit against the Federal Government, distributed on September 26,2001 -
under No. 2001,61.00.024399-6, requesting the unconstitutionality of Supplementary Law No. 110/01,
arguing it fails to comply with the precedencs principle set forth by article 150, IU, “b”, of the Federal
Constitution, An appeal was filed sgainst the court decision that partially granted the request; mumbered

No. 490790-5, which currently awaiting judgment by the STF, Marisa Lojas made cscrow depasits until
December 2006 based on its monthly payroll. Currently, the STF is judging the special appeal filed. There is
a partially favorable decision that prevents the levy of the tax during the first three months. Among the
related lawsuits we highlight the direct action of unconstitationality (ADIN) No. 2568, being judged by the
STF. The injunction granted to this direct action of unconstitutionality declares the constitutionality of
Supplementary Law No, 110/01, except for the heading of article 14, related to the ninety-day grace petiod
before, which no the tax cannot be levied. Previous lower and appeal court decisions are unifors;
accordingly, this position, which until now hag been uafavarablo to taxpayers, con bo reversed.

Lawsuit requesting tha court to declare that the subsidiary Mariss Lojas is not legally bond to pay social
security contribution on Christonas bonuses and anthorize the Company to offset the amount it considers
unduly paid. Mariss Lojas made several escrow deposits and currently is regulardy paying the 13% salary,
however the deposit period is still under discussion. As of Decenber 31, 2006, the Compeny waited the
judgment of the Jawsuit by a lower court. Previous court decisions, including by tho STF, are unfavorable,
even from lower courts; accordingly, (he likelihood of an unfavorable outcome is probable.

Lawsuit filed against the Rio do Janciro Stats Govemment to dectare the unconstitetionality of the Poverty
Alleviation Fund - Law No, 4,056/02. After the demand was dismissed by the Rio Janeiro Justics

Court (TJRJ), an appeal was filed with the STF, which is awaiting judgment, after an appeal filed with the
Superior Coutt of Fustice was definitely dismigsed. The subsidiary Marisa Lojes makes a monthly escrow
deposit of the ICMS difference calculated in this State; accordingly, the likelihood of an unfavorabls
outcome is probable.
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() Lawsuit filed nnder No, 2004.61,00.019379-9 challenging the increase in the social contribution tax basis,
when approved based on deemed incoms, This lawsuit challenges paragraph 62, which sets forth on the
amounts calcylated on the tax basis difference, increasing it from 12% to 32%. The subsidiarics TCM and
Primos make a montbly escrow deposit of thess amounts, Lawsnits filed with the 17¢ Fedesal Court, and
these is no consensual understanding on this matter; sccordingly, the likelibood of an unfavorable cutcome
is probable becatss of ths arguments presented.

() As of December 31, 2006, the Company's subsidiarics are partics to 535 lebor lawsuits filed by former
employees demanding the payment of severance pay, allowances, overtime, or amounts payable dus to joint
iability.

(i) As of December 31, 2006, the Company's subsidiaries are parties to 1,412 civil lawsuits and administrative
proceedings, filed with civil courts, the special civil coutt and the consumer protection agency PROCON by
consutaers, suppliess, and former employees, most of which claiming indemnities,

As of December 31, 2006, the Company and its subsidiaries arc a partics to other lawsuits, for which the
likeNhood of loss, accarding to legal counsel’s evaluation, is considered possible, in the approximate amouat of
R3$4,092, and for which the Company's management understands that it is 1ot hecessary to recognize a provision
for loss.

19, TAXES IN INSTALLMENTS

Law 10,684, of May 30, 2003, provides for, but not limited to, the tax debt refinancing program (PAES) that
allows the payment of tax debts to the Federal Reveaue Servics, the National Treasury Attorney Generel, and
National Institute of Social Security (INSS) in installments. In July 2003, Marisa Lojas decided to include in this
program some tax debts discussed in courts, In 2006, R$465 was repaid, resulting in a debit balance of R$3,098
(RS1,983 - principal, R$248 - fins and R$867 - interest) at the end of the period, of which R$475 (R$449 in 2005
and R$203 in 2004) was classified in current liabititles and R$2,623 (R$2,915 in 2005 and R$2,732 in 2004) in
noncurrent liabilities, to be paid in monthly instaliments, adjusted based on TILP, with final maturity in 2013,

Additionally, on September 1, 2006 Marisa Lojas requested the payment in installments of incoms tax
deficiency notice, ralsed on elleged undue offset of 1997-1999 tax Joss carryforwards, and the recognition of a
tax credit because of alleged failure to add to net income for the these years used to calculated taxable income,
gains eamed abroad by a subsidiary and remitted to Brazil, This payment wes divided into 59 monthly
instatlments. Yo 2006, R$599 was repald, resulting in » debit batance of R$11,503 (R$3,419 - principal, R$2,564
- fine end R$5,520 - interest) at the end of the period, of which R$2,320 was classified in current liabilitles and
R$9,183 in noncuzrent liabilities, to be paid in monthly installments, adjustad based on TILP, with final matority
in 2011,

The regular payment of taxes and other obligations is mandatory to maintain the payment terms and
conditions of this program.

Thesc payments in installments are recorded under the caption “Rescrve for contingencies”,
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Installments in concurrent assets as of December 31, 2006 mature as follows:

2008 2979
2009 2919
2010 2,979
2011 . 2,146
2012 475
2013 248

11,806

Had this subsidlary recognized its financial liabilities at fair valte, it would have recognized an additional
expense before income and social contribution tax of R$1,984 as of As of December 31, 2006, as shown below:

Book Fakr
Taxes in installents 14,601 16,585 (1,984)

20, SHAREHOLDERS' EQUITY
Caloulated based on the sum of the acoounts included in the Companies® shareholders’ equity mentioned in
note 4, eliminating minority interest.
a) Capital

As of Decernber 31, 2006, the combined capital is by R$41,315 (R$207,595 in 2005 and in 2004),
formed by the capitat of the following Companies:

008 2005 2004

Moerisa Lojas Varejistas Ltda.(*) — 201,089 201,089
Dus Mille ParticipagBes Ltda.(*) —_ 4,186 4,186
Fix Participagfes Ltda.(*} — 2320 2320
Begoldi Comérrio, Participagfio ¢ Administracho S.A.(%) 41,285 -_— =
Other shareholders resident in Brazil 30 —_ —_

41,315 207,595 207,395

(*y OnDecember 31, 2006, the Bxtragrdinary Sharcholdem’ Mesting approved the cepita) increase of the
Company of R$41,285, from R$30 to R$41,315, 28 a result of the assignment and transfer to the Company
of the ownership interests held by Begaldi Comércio, Participacko ¢ AdministragSo S.A.
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The nssignment and transfer of the ownership interests were made under & corporate restructuring, as

follows:

Cepitel as of December 31, 2005

Capiia! contribution due to advance for futare capilal increase

Capital contribution from the assignment and tsansfer of recefvables
from Credi-21 owned by Begoldi Comércio, Participagiio e
Administrecfo §.A.

Capital decrease due to the assignment and transfer of other companies’
shares as of December 31, 2006(a}

Capital decrease from the sssignment snd tragsfer of receivables from
Credi-21 owned by Marisa Lojas to Begoldi Comércio, Participacio e
Administragiio S.A,

Capital decrease doe to the assignment and transfer of proporties to Nix
Administragio ¢ Participagbes Ltda,

Capital decreass in cash, in favor of Begoldi Coméreio, Participagio ¢
Administragfio S.A,

Total changes in capital

Ticastry shares

Net income (loss) accumulated until December 31, 2006

Payment of dividends

Other

Capital decrease by merger(b)

Muziex D
Lajra Mills Fix Tatal
20108 4,186 2,320 207,595
9,429 — 30000 39429
- — 22514 2254
(95285) — —  (95.285)
25n9  —~ —  (22514)
(19342) o — (19,342}

— _(965) (2266) (3.227)
73,377 3,225 52,368 129,170

— (660) —  (2660)
G716 1753 (51.438) (49.459)
(33412) 25000 -~ (35912

4 42— 146

(39,182) 2,735 (51438) (87.885)
34195 3960 _LI0 4128

(8) Capilal decrease due to the assignment and transfer of ownership interests in Mareasa Participagdes Lida. at
book value of R$49,161, Actlo ParticipapBen Lida. at book value of R$44,424 and Compar Participaclics
Lida, at book valpe of R$1,700 to Begeldi Coméroio, Participagiio ¢ Administragho 5.A.

(b) Capital decrease due to the assignment and transfer of ownarship interests in Marisa Lojas Varejistas Ltda.,
Due Mille Participaghes Lida. and Fix ParticipagBes Lida. and subsidiaries to the Company on

Decemiber 31, 2006.

The amonnt of the capital decrease is based on an appraisal report issued by independent experta,
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b) The broakdown of the combined shareholders’ equity and accumulated net income (loss) combiaed with the
related shareholders' equity and accumulated net incoms (loss) of te Companies, as of December 31, 2006,
2005 and 2004 is as follows;

Shareholders’ equity
2006 2005 2004

Marisa Lojas Varejistas Lida, - 42199 202,552
Fix Participaces Ltda. —  (3597) (6626)
Due Mille ParticipagBes Lida. - 2513 1304
Mariza S.A. 35,087 — —
Combined shareholdess’ equity 35,087 241,125 197,230
Net income (oes)
wWoé 008 2604
Marisa Lojas Varejistas Ltda. (42,634) 42,400 (26,017)
- Fix ParticipagBes Lida. (15,521) (26,971} (14,240)
Due Mille Participacdes Lidz. 6899 3577 266
Marisa S.A. (103) — -
(51,359) 19,006 {39991}
Unrealized profits on inventories(*) (6,125 (5182) —_
Combined net income (loss) {57484) 13,824 (39,991}

{(*) Refers to adjustraents to unrealized profits on inventories (net of taxes) of Marisa Lojas arising from
transactions with the Group’s wholesales companies (SPES), which have been eliminated in the caption
“Minority interest”, since the Company has no ownersbip interest in these companies.

21, OTHER OPERATING INCOME (EXPENSES)

For better understanding of the performance and the actal contribution of Cartiio Marisa financial services
to the Company’s results, we preseat the breakdown of other operating income, nel.

wes s WM

Result from financial services:
Income from finsncial services 76,900 45521 23,620
Expenses on financial services (16,941) (19,593) (3,856)
Losses on receivables, net (72,665) (48,504) (27,009)
(12,706) (22,976) (7,245)
Other operating income (expenses):
Allowances recognized (14,879) (14294) (3,330
Tax credits 10,684 15692 9,427
Recovered expenses 3223 33 2262
Other (250 683 (L))

(1222) 35410 7842
{13,928) (17,566) 397
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22. FINANCIAL INCOME (EXFENSES)
2006 20058 2004
Financial expenses:
Loss on variable income investments {89,725y (20,751) (13.822)
Loss on fixed-Income investments @16y (1100 (1,378)
Interest (35,348) (12427) (4,858)
CPMF (tax on: banking transactions) ' (7683 (3.944) (2,368)
Banking expenses (3.266) (1,848) (1,296)
Monstary variation (19,161) 483 (387)
Adjustmsnt to present value (20670 (L,37) e
Other 3974 (897N  (575)
(161,640) (41,697) (24,684)
Financial income;
Temporary cash investments 82,351 27,035 18,557
Monetary variation 5210 586 425
Adjustement to present value 4298 2353 -
Discounts obtained ) 1,310 1304 450
Other 213 T01 243

03,382 31979 19,675

23. OTHER NONOPERATING INCOME (EXPENSES)
2006 2008 2004

Noaoperating income:
Gaing of investments 7,999 6,005 —
8291 6412 L1076
Nogoperating expenses:
Losses on invastments . (2,727) (602} (9,049)
Other (158) @78y (628)

(2,885 (1,080) (9,673
5406 5332 (859

Ghings (Tosses) on investments refer to percentage change in investments made in subsidiaries during the
years,

24, FINANCIAL INSTRUMENTS

The Cotapany's subsidiaries carry out transactions involving the financial instruments below. There wece no
material differences between the sstimated fair vidues of financial instmments, assets and lisbilities, of
subsidisies a8 of December 31, 2006, 2005 and 2004, recorded in balance sheet accomnts, and thelr carrying
amounts.

a) Credit risk .

The sales and credit policies of the subsidiaries are subject to the credit policies established by their
Management and are intended to minimize possible problems with the default of customers. This goal is
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attained by the subsidiaries” Management through a careful selection of the customer portfolio, which
considers their ability to pay (credit rating) and diversification of operations (rlsk dilution), The subsidisries
recoguized an sllowance for doubtful accounts, In the amount R$34,950 a3 of December 2006 (R$20,856 i
2005 and R$12,332 in 2004) to cover credit risks,

Loans and financing in foreign currency

There are amounts payable denominated in foreign currency, which are thus exposed to axchange sisks,
As of December 31, 2006, the subsidiaries did not bave financial instruments 1o hedge liabilities
descominated in foreign curmeacy. The main balances denominated in farelgn cusrency refer to loans and
financing and are meationed in note 15. The exchange gain or loss as of December 31, 2006 is recorded in
current labilites.

Fair value of financial instraments

The fair value of cash and cash equivalents (cash, banks, temporary cash investments and securites),
acgounts receivable and current liabilities approximates their carrying amounts, since the manurity of 2
significant portion of these balances occurs close to the balance sheet dats. Loans and financing are
monotarily adjusted based on inflation indices and varinble interest due to market conditions and, thercfore,
the debit balance as of the balance sheet date approximates the fair value.

Concentration of risk

Financial instraments that potentially subject the Company to concentration of credit sk consist
mainly of banks, temporary cash investments and trads accounts receivable, mainly related to transections
carried out with subsidiary Credi-21. The balance of nccounts receivables is distributes among the credit
card companies. In 2006, transactions with Credi-21 accounted for approximately 93% of total credit card
sales transactions, The full balance of trads sccounts receivable is denominated in Brazilion reais,

Interest ratc

The Company's subsidiaries ars exposed to norma] morket risks arising from changes in interest rates
on its loog-term obligations.

Future commitments

As of Decamber 31, 2006, the subsidiaries had leese agreements entered into with related companies
and third partics. The lease amount of the propesties of related partics is always the higher of: (i) the amount
equivalent to 3.65% of groes monthly sale of the store; or (ii) 8 minixnn monthly amount adjusted
annually based on several indices of inflation and average manthly expensss of reatals paid to related
compsnies, of R$1,198. These lease agroements are effective for five yoars and can be contractually and
automatically renewed for up to two five-year periods. The lease amouut of the properties of third parties is
always the higher of: (1) the amount equivalent to 3% of gross monthly sales of the store; or (i) a minfomm
monthly amoimt adfusted acnually based on several indices of inflation and average monthly expenses of
rentals paid to third parties, of R$2,279.
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25, INSURANCE COVERAGE (UNAUDITED)

‘The Company’s subsidiasies have an insarance policy that considers principally risk concentration and
materiality, providing it with a ievel of insurance coverage considered sufficient according to the type of their
activites mnd advice of the insurance brokers.

As of December 31, 2006, the insurance coverage is es follows:

Civil Hability 1,000

Sundry risks - inventories and property and equipment 44,200

National and intemational transportation 2,500

Vehicles 728
48,428

26, SUBSEQUENT EVENTS

Working capital

On January 17, 2007, the subsidiary Marisa Lojas obtained financing throngh a loan agresment in the
amount of R$25,000 with Banco J. Safra 8.A., bearing monthly interest of 0.15% plus CDI, for a 61-day period,
without grace period, and maturing on March 18, 2007,

_ The mzin purpose of this financing is to meet the additional working capital requirements of the Company
zpd settle installments of shori-term loans. This loan is guaranteed by affiliatc Nix Administragdes ¢
Participogbes Ltda.

On maturity date, this loan was rescheduled with the same terms and conditions and maturity on
September 3, 2007,

Foreign currency loans

On February 2, 2007, the Company obtzined foreign cumency-denaminated financing in accordance with
National Monstary Council Rezolution No. 2770 from Banco itat BBA S.A., in the amount of US$2,377.000 and
maturity on May 2, 2007. This lozn is sebject to annual interest of B.95% plus exchange variation and is
guarantzed by affiliate Nix AdministragBes & ParticipagBes Ltda. The Company entered inio a svap transaction
with the eame terms, conditions and amounts to hedge exchange variations,

On maturity date, this loan was sescheduled with anmual interest of 2.8% plus CDE variation and maturity on
September 3, 2007. .

Bank credit notes

On Rebruzry 12, 2007, the subsidiary Credi-21 obteined financing through the issuc of six bank credit notes
in the amoant of R$30,000 from Banco UBS Pactval §.A., bearing annual interest of 1.20% phus CDI variation,
during a 24-manth period, with a twelve-month grace period and maturity on February 12, 2009.

Thbe main purposs of this financing is to meet the additional working capital requirements of the Company
and settle installments of short-terra loana, The loen is guaranteed by the individual sharcholders and the parent
company Begoldi Comércio, Participagiio ¢ Administraglio S.A.

On February 12, 2007, the subsidiary Marisa Lojas obtained financing throvgh the Issue of ten bank credit
notes in the amomnt of R$50,000 from Banco UBS Puctual S.A., bearing annunl interest of 1.20% pius CDI
variation, during & 24-month period, with a twelve-month grace period and maturity on February 12, 2009,
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The main purpose of this financing is to meet the additional working capital requirments of the
Compuny 2nd setde installments of short-term loans, The Joan is gueranteed by the individual shareholders
and the parent company Begoldi Comérclo, Perticipaglio ¢ Admindstracio S.A.

Amendment to the Company’s Bylaws

On March 20, 2007, the Minutes of the Extreordinsry Shareholders’ Meeting were approved and contained
the following main decisions: (s) approval of the amendment and revision of the Company’s bylaws; and
(b) election of, Already in conformity with the new bylaws, the following members of the Company’'s Board of
Directors, for an unified term of one year as from that date, 10 be extrnded untl] the Anrual Sharcholders®
Meeting to be held in 2008, and with posaible reelection: Mr. Marcio Luiz Goldfarb, as Chalmen; Mr. Décio
Galdfarb, as Director; Ms, Deaisc Goldfarb Terpins, as Directar; Mr. Celso Clemente Gincomettl, as Director;
and M. Cassio Roberto Vicira Romano, as Director. Celso Clemente Gincomett meets the deseription of
“Independent Director” set forth by the Novo Mercado Regulations. Because of the elections of the Company's -
Board of Directors, the overall amount of up to R$3,900 was approved & nanagement compensation for the
current year, and the Board of Directors will define the individnal compensation to be paid to cach Coropany
director and offiver, pursuant to the Company's bylaws,

The main amendments and revision of the Company’s Bylaws were as follows: (a) the Compaoy is
authorized to increase capital up to (he limit of 150,000,000 common shares, without par vale; and
(b) shareholders are entitled to receive, each year, a mandatory minimum dividend of 25% of net income: (i) plus
the emouvnts arising from the reversal, in the year, of previously recognized rescrves for confingencies; (ii) less
(he amotmits allocated, in the year, to the legal reserve and reserve for contingencies; and (iil) whenever the
amount of the mandatory dividend cxceeds the reatized portion of net income for the year, Management may
propase, and the Sharcholders® Meeting may approve, the allocation of the exceeding amount to the recognition
of the unrealized profits reserve (article 197 of Corporate Law).

Capital increase in investee

In the Extraordinary Shereholders’ Meeling held on March 2, 2007, the Company's capital was increased by
R$3,320, thus from R$41,315 to R$44,635, with the issuance of 3,319,993 new registered common shares,
without par value, subscribed and paid up as follows: (a) the shareholder Begoldi Comércio, Participaglio &
Adpinistragio S.A. subseribed 1,000,000 shares in the emount of R$1,000 through en advance for future capital
increase; and (b) other shareholders domiciled in Brazil subscribed 2,319,993 shares in the amount of R$2,320
through the assignment und transfor to the Company of Fix Pasticipaglies 1.tda's shares,

Rectification of share subscription

On March 26, 2007, ths minutes dated December 31, 2006 were rectified to change the subscription amount
of the shares of subsidiary Marisd Lojas Varejistas Ltda., from R$45,274 10 R$34,195 bocause of the change in
the its shareholders’ equity, The effects of this rectification are recognized in the financial stcments as of
December 31, 2006,
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Addenda to loans and financing

In April and May 2007, the Company’s subsidiary rescheduled several loan and financing agreemeats, as
shown below:

Agreement eduled
Banco Alfa 2,000 Interest of 106% of CDI April 2007 Tuly 2007
Banco Safrs - working capital 19,000 Interest of 2% p.a. + CDI April 2007 Jaly 2007
Banco Santander - Resolutions
2770 and 3221 34,600 Intezest of 118% of CDI Aprli 2007 October 2007
Banco Santander - Resolutlons
2770 and 3221 5,300 Interest of 118% of CDI April 2007 May 2007

Banco Unibaneo S.A. - buyer
i 7,700 Intezest of 1.5% p.a. + CDI April 2007 Tuly 2007
Banco J. Safra - loan 25,000 Interest of 1.8% p.a. + CDI Merch 2007 May 2007

Seitled loans

On Apil 2007, the Company’s subsidiaries settled an aggregatc amount of R$8,646 related to buyer
financing and manufacturer financing (FINAME) agreements entered into with Banco Safra.

BNDES financing

On May 2, 2007, Maisa Lojas obtained the release of R$15,425 from BNDES, which bears annual nterest
of 2.8% plus TILP, with a twelve-month grace period and maturity on April 15, 2012.

Addendiun to the financing agreement with Unibanco SA, - BNDES

On Apsil 30, 2007, the Company’s subsidiaries signed an addendum to the financing agreerments entered
into with Unibanco S.A. - BNDES, under which the creditors exclude covenants from such agreersents.

« Transier of funds (“loan agrecment™) between subsidiaries and affiliates can not excead R$30,000.
¢ Toml Indehredness shall not exceed 150% of EBITDA, or 15% of sharcholders’ equity.
¢ Financial expenses for the period shall not exceed 40% of EBITDA.

« Dividends paid shall bo limited to 15% of vet inceme and interest on capitel Hmited to 5% of
sharcholders’ equity.uloagutheamuumdounutuoeedhﬂnhnmmmmfmcpmﬂtmme

recognized, .

Stack option plan

ON April 25, 2007, the Company’s Board of Directors established a stock option plan, through 2 Stock
Option Agreement, and appointed the eligible employess in pawer positions and bighly qualified contractors of
the Company ot it subsidiaries, to align the interests and goals o these Individuals with strategies and resolts
axpected by the Company. The option may be partially or tomily exercised during the period defined in the Stock
Option Agreement whils the plan remains sffective. Under the plan, on April 23, 2007 the total number of
common shares underlying the options that can be granted was 892,688 common shares of the authorized capital
stock, and cannot exceed 2% of total outstanding common shares of the Company’s capital stock, st any time
while the plan romains effective. Under the plan, all shares acquired with the exercite of vested options shall
have the same rights and advantages granted to the commou shares issued by the Company,
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The exercise price of the options shall be equal to the sversge market price of the Company's common
shares in the Jast five trading sessions of the S#o Pmdo Stock Market (BOVESPA) prior to the dato of the Stock
Option Agreement, and the Board of Directors can, at {18 sole discretion, apply a discount on this price, as
defined for each individual case. The exercise prics established in the Stock Cption Agresment will be
monetagly adjnmdbuedcnﬂ:el?CA(EmmdadConsumuPﬁwhda)ﬁm&cpmindﬁvmﬁedﬂeofm
Stock Option Agreement to the subscription date.

By the date of this report, no stock options hag been granted ar exercised; sccordingly, no effects were
produced on the statement of operations and thoe shareholders’ equity.

The exercise of all these options would gensrate a ditution in rejation to the pumber of Company shares of
approximately 2%.
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