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Report of independent Auditors

To the Board of Directors and Stockholders
Brazilian Finance & Real Estale 5.4,

We have audited the accompanying balance sheet of Brazilian Finance & Real Estate S.A.
and the consolidated balance sheet of Brazilian Finance & Real Estate S.A. and its
subsidiaries as of Dacember 31, 2008, and the related statements of income, of changes in
stockholders' equity, of cash flows and of value added of Brazilian Finance & Real

Estate S.A., as well as the related consolidated statements of income, of cash flows and of
value added, for the year then ended. Thesa financial statements are the responsibility of the
Company's management. Qur responsibility is to express an opinlon on thase financial
statemants.,

We conducted our audit in accordance with approved Brazilian auditing standards, which
require that we perform the audit to obtain reasonable assurance aboui whether the financial
statements ara fairly presented in all material respects. Accordingly, our work Included,
among other procedures: {a) planning our audit taking into considsration the significance of
balances, the volume of trangactions and the accounting and infernal control systems of the
companies, (b) examining, on a test basis, evidence and records supporting the amounts and
disclosures [n the financial statements, and {¢) assessing the accounting practices used and
significant estimates made by management, as well as evaluating the overall financlal
statement presentation.

In our opinion, the financial statements audited by us present fairly, in all material respects,
the financial position of Brazlllan Finance & Real Estate $.A. and of Brazilian Finance & Real
Estate 5.A, and its subsidiaries at December 31, 2008, and the results of opsrations, tha
changes in stockholders' equity, cash flows and value added of Brazillan Finance & Real
Estate S.A., as wall as the consolldated results of operatlons, consolidated cash flows and
consolidated value added of Brazilian Finance & Real Estate $.A. and its subsidiaries, for the
year then ended, in accordance with accounting practices adopted in Brazil,
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Brazilian Finance & Real Estate S.A.

Previously, we audited the financial statements {Parent Company and consolidated) for the
year ended December 31, 2007, comprising tha balance sheet at December 31, 2007 and the
statements of Income, of changes in stockholders' equity and of changes in financial position
for the year then ended, on which we issued an unqualified opinion, dated February 1, 2008.
As mentioned in Note 2, the accounting practices adopted In Brazil ware modifiad on

January 1, 2008, and the flnancial statemants for the year ended December 31, 2007,
presented jointly with tha financial stataments for 2008, were prepared in accordance with the
accounting practices adopted in Brazil untll December 31, 2007, and, as allowed by Technical
Fronouncement No. 13 of the Brazillan Acceunting Pronouncements Committee (CPC) -
Initial Adoption of Law No. 11638/07 and Provisicnal Measurs No. 449/08, they have not
been restated to facilitate comparison between the years.

The statements of cash flows (Parent Company and consclidated) for the year ended
Dacember 31, 2007, prepared in connaction with the financial statements for 2008, ware
subjected to the auditing procedures described in paragraph 2, and, in our opinion, they are
fairly presented, in all material respacts, in relation te the financial statements mentioned in
paragraph 4, taken as a whole.

Sédo Paulo, Mareh 2, 2009

f éricewaterhnusacnupars

Auditores Independentes
CRC 25P000160/0-5

" Edison Arisa Péreira
Contador CRC 15P127241/0-0



Brazilian Finance & Real Estate S.A.
and Subsidiarfes

Balance Sheets at Decamber 31

In thousands of reals {A frea transfation of the original in Portuguese)
Parant Company Consolidated
Assefs 2008 2007 2008 2007
Current assets 61,247 10,768 383,280 323,106
Cash and banks 14 5B 4,108 4,174
Marketable securitles and derivative financlal
instruments {Note 4} 28,845 104,411 30,6856
Mortgage loans (Note 5} 182,473 101,605
Mortgage related receivables (Note 7) 32,204 120,141
Other racejvables (Note 8) 32,366 10,699 89,129 58,248
Other assets (Note 9) 22 14 875 1,242
Non-current assets 549,849 447 776 918,510 761,812
Long-term receivahles 168,780 604,540 422,756
Marketable securities and derivative finangial
Instruments {Note 4) 169,780 279,396 230,014
Merigage loans (Note 5) 141,073 63,624
Securitized transactions (Note 6} 28,807 16,942
Mortgage related recsivables {Note 7) 138,302 111,976
Other recelvables (Note 8) 18,807 195
Other assets (Note 9) 155 5
Investments 379,309 447,764 310,893 336,366
Investments in subsidiartes (Note 10) 384,426 447,764
Other investments 449 291
Goodwill / negative goodwill (5,117)
Properties for rent (Mote 18(]}) 75,162 144,285
Propertias for rent under construction
{Note 18() 235,282 191,790
Property and equipmant 644 2,757 1,701
Intangible assets 116 12 320 089
Software 145 13 584 1,138
Goodwill on acquisition of investments 648
Goodwill on mergar 20,014 28,014
{~) Provision for goodwill on merger {10,701} {15,5286)
{-) Accumulated amartization {(29) {1) {18,577} (14,185)
Total assets 611,006 458,545 1,311,800 1,084,917




Brazilian Finance & Real Estate S.A. and
Subsidiaries

Balance Sheets at December 31
In thousands of raais

{continuad)

Liabilities and stockholders® equity

Current liabilities

Collateralized mortgage notes {Note 11)
Mortgage backed securities (CRls)
{Note 12)
Borrawings {Mote 13)
Derivative financial instruments (Note 16)
Liahilities from the acguisltion of mortgags
loans {Note 7}
Other liabilities (Note 14}

Nan-current liabilities

Long-tarm liabllities

Collateralized mortgage notes (Note 11)

Mortgage backed securities {CRIs)
{Note 12)

Borrowings (Mote 13)

Derlvative financial instrumants {Note 16)

Liabilities from the acquisition of mortgage
loans {(Note ¥)

Other liabliities {Note 14)

Negativa goodwill on consolidated
investments

Minority interest

Stockholders' equity {Nota 15)

Capital

Capital reserve

Revanue reserves
Carrying value adjustment

Total liabilities and stockholders’ equity

Parent Company Consolidated

2008 2007 2008 2007

120,788 11,275 419,808 353,830

194,256 96,869

4191 318

103,193 1,121 113,770 11,256

219

05,785 123,093

17,605 10,154 51,804 121,254

5,683 415,428 284,561

5,683 415,428 253,692

46,170 21,957

40,880 3,636

5,683 185,353 81,663

775

10,470 23429

127,438 107,115

5,117 5117

30,868

484,615 447,270 476,565 446,517

422,250 398,333 422 250 398,333

94 a4 04 B4

60,151 48,843 62,102 48,090
2,120 2,120

611,096 458,545 1,211,800 1,084,817

The accompanying notes are an integral part of these financial statements.
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Brazilian Finance & Real Estate S.A. and
Subsidiaries

Statemants of Income
Yeaars endod Dacamber 31
In thousands of reals

(A free translation of the original in Portuguese)

Parant Company

Consolidated

Income from flnancial intermediation and
related to proporty

Marketable securities
Rental and sale of propseriies
{Note 18ij))
Lending oparations
Securitization transactions {(Note 18(b))

Expenses from financlal Intermadiation

Funds obfained in the market
Borrawings and onlendings

Mortgage backed securifiss (CRIs)
Derivatives

Cost of rentsd propertles - depraciation
Allowance for loan loszes

Net results from financial intermed|ation

Equity in the earnings of subsidiaries

Equity in earnings of subsidiaries

Operating income {expenses)

Incoma from services renderad (Note 18(c)

Administrative expenses

Personne! expenses (includes R$ 8,827 of
management feas in consolldated,
2007 - R§ 2,075}

Taxes

Other operating income (Note 18(d)

Other operating expenses (Note 18{d))

Profit before taxatlon and prefit sharing

2008 2007 2008 2007
32,242 168,240 119,036
31,843 4,399 29,073

48,563 51,421

399 45,819 18,489
89,459 25,053
{7,237) (38) _ (77,68)  (31,780)
(23,353) (7.171)
{7,237) (38)  (82,040) (999}
(2,713) (478)

38,421 (16,793)

(6,624) (6,019)

{859) (320)

25,005 (38) 81,072 87,956

27,461 61,353
27,461 61,353

(23,044) (2,414)  (49,827) (9,175)
31,720 20,274
(8,941) (1,023)  (33.414)  (10,909)
{6,960) (41) (34,592  (11,173)
{1.785) (1,342) (9,257) (7,649)
428 7,008 3,835
(5,777) (8  (11,290) (3,653)
29,422 58,901 41,245 78,081




Brazilian Finance & Real Estate S.A. and
Subsidiaries

Statoments of Incoms

Yeaars ended Dacember 31
In thousands of reals

{continuad)

Parent Company Consolidated
2008 2007 2008 2007
Income tax and social contribution {5,520) {15,600) {26,167)
Deferred tax 11,019 2,240 8,713
Profit sharing (154) (117)
Minority interest &7 (359)
Net incoma for the year 34,921 58,801 26,860 58,151
Unreallzed results of the Parent Company,
aliminated from tha consclidated against
assefs of the subsidiary 8,220 750
Other {159)
Net income of the parent company 34,921 58,801 34,921 58,801
Net income psr share - R$ 0.084 0.1474

The accompanying notes are an integral part of these financial statements.
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Brazilian Finance & Real Estate S.A.

Statements of Changes tn Stackholders' Equity
In thousands of raals

{A free translation of the original in Fortuguese)

At Dacomber 31, 2007
Prior year adjustments {Note 2}
Capltal increase {Note 15)
Carrying value adjustments
Net incoms far the year
Mandatory dividends (R$ 0.014 per share)
Interest on own capital (R$ 0.043 per sharg)
Appropriations to reserves

At December 31, 2008

At Dacoembar 31, 2008
Capital increase with credits
Capltal reduction
Capital increase with transfer of assets (Note 15}
Capital increase in cash (Note 15}
Amertization of pramium {Notes 10 and 15)
Net income for the year
Mandatory dividends {R$ 0.025 per share)
Appropriathons to ressrves

At Decambar 31, 2007

The accompanylng notes are an integral part of these financial statements.

Revenus reserves

Capital Carrylng
raserve - Legal Profit value Retalned
Capltal premium reserve  refenflon adjustment garnings Total
398,333 94 2,946 45,897 - 447,270
1,643 1,643
23,917 23917
477 477
34,621 34,921
(5,971) (5.971)
{17,842} {17,642)
1,746 9582 {11,308} -
422,250 94 4,692 55,459 2,120 - 486,615
1,183 {1,183)
46 46
{1,212) 1,197 (15}
200,540 200,540
197,776 131,606 329,382
{131,512) {131,512)
58,901 58,901
{10,072} {10,072)
2,846 45 807 {48,843}
398,333 94 2,946 A5, 897 - - 447,270




Brazililan Finance & Real Estate S.A. and
Subsidiarles

Statement of Cash Flows
Years ended December 31

In thousands of reais ' {A free translation of the original in Portuguese)
Parent Company Consolidatad
2008 2007 2008 - 2007
Cash flow from operating activities
Meat [ncome 34,821 58,001 26,860 58,151
Equity In the results of subsidiaries {27,461} {61,353)
Depreciaflon and amartization 149 6981 6,425
Reversal of prevision for goodwill from merger {5,803 {3,385}
Mark-to-market adjustments {2,120) 2,120}
Amortization of googdwill on investments 848 6,451 3,285
Adjusted net income (loss) 8,137 {2,452) 32,268 64,576
Yariation in azeets and liabllites
Decreass {incraase) in marketable securities {198,625) {(114,088) {280,708)
Decresse {incraase) in mortgage loans {158,317) {165,228}
Decrease (increase} securitized transactions {11,885) {16,842}
Dacrease (increase} in mortgags related
receivables 61,521 (232,117}
Dscrease (increase) in other receivables {25,263} {2%,493) (56,443)
Dacrease (increass) in other assets (8} {14) 216 {1,247)
Increasa (decrease;) in collateralized morkgage
notes 121,500 118,826
Increase (decrease) In morfgage backed
securtles 41 117 3,954
Increase (decrease) in derlvative financial
instruments {1,694) 1,684
Increase {decrease) in liablliles from the
acquisition of morlgage icans {80,267) 148,522
Increase {decrease) in other llabilitles 11,551 82 {39,085) 218,327
Minarity interest {30,869) 30,888
Net cash usad in oparating activities {206,208} {2,384) {208,065) {156,818}




Brazilian Finance & Real Estate S.A,
and Subsidiaries

Statement of Cash Flows

Years ended Decembar 31, 2008 and 200
In thousands of reals )

{continuad}

Parant Company

Cansolldated

2008 2007 2008 2007
Gash flows from investing activitles
Recelpt of dividends | 14,4900 .
Bispozal of investments 450,081 08,078 203,728
Disposal of propety and equipmentin use 78 208 15
Pacrease in Infang bles 18 18 151
Acquigition of investments (370,464) {327,110 {78,194} (541,644)
Acquisition of property and equipment In use (838) {1,469} {1.884)
Investrments in intangible {158) {12} (237} {731}
Nat cash provided by (used in) invasting
activities 102,208 (397,122 16,402 {340,367)
Cash flows from flnancing activities
Increase in borrowings 107,755 1,121 196,204 02,819
Increasa in capital 23,917 308,347 23,017 398,347
Increase {decrease) in capital reserva 94 g4
Dlvidends{ interest on capltal, paid {27,714) {27,714}
Net cash provided by financing activities 103,858 399,562 192,407 501,380
Net Increase (decrease} In cash and cash
equlvatents f42) 56 {B6) 4174
Cash and hanks at the beginning of the year 56 - 4,174 -
Cash and banks at the end of the year 14 56 4,108 4,174

The accompanying notes are an intagral part of thase financlal staterments.
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Brazilian Finance & Real Estate S.A.
and Subsidiarles

Statement of Value Added
Year ended December 31, 2008
In thousands of reals

(A free translatlon of the original in Porfuguese)

1 - Income
1.1} Financial and related to preperty intermediation
1.2) Services rendsred

1.3) Aliowance for loan losses - reversal/{racording)
1.4) Other

2 - Expenses with finranclal Intermediation
2.1) Funds obtained in the market
2.2) Borrowings and onlsndings
2.3} Mortgage Backed Securitios (CRI's)
2.4) Transactions with derivatives
2.5} Cost of rented properties - depraciation

3 - Inputs acquired from third partlos
3.1) Materials, enargy, etc.
3.2) Searvices from third parties
3.3) Lossfracovery of asset amounts
3.4) Other
Advartising, marketing, publications
Financial system services
Communlcations
Phifanthropic contributions
Guarantees pravided
Goodwill amonlzation
Other

4 - Gross added value, (1-2-3)
5 - Depraciation, amortization
& - Net added value produced by tha antity (4-5)

7 = Added value recelved through transfer
7.1) Equity in the resuits of subsidiaries

8 - Total added value distributable {§+7)

11

Parant
Company Consolidated
2008 2008
32,670 206,107
32,242 168,240
31,720
{859)
428 7.006
(7,237} {(76,300)
{23,353)
{7,237) (82,040}
{2,713)
38,421
{6,624)
{14,106} (41,153)
{78) (218)
(6,132) {12,807)
(B} (8)
(7,890} {28,120)
(656} (4,04%)
{158) (4,048)
{161) (1,268)
{445) (674)
(5,080) (5,080}
{647) (647}
{743} (12,354}
11,327 88,645
{148) {555}
11,178 88,080
27,461
27 461
38,639 86,020




Brazillan Finance & Real Estate S.A. ¢
Subsidiarles

Statement of Value Added

Year ended December 31, 2008
In thousands af reals

{contlnued)

Parent
Company Consclidated
2008 2007
8 - Distribution of value added 38,639 88,090
9.1) Parsonnel 5,055 28,397
9.1.1 - Salarias 4,544 22,693
9.1.2 - Benefits 084 5,482
9.1.3 - Government Severance Indemnity Fund for
Employees {(FGTS) 417 1,222
9.2} Taxes, charges and contributions {2,637) 28,108
9.2.1 - Faderal (2,626) 26,115
0.2.2 - State {2) 103
9.2.3 - Municipal {9) 1,888
9.3) Remuneration of third parties' capital 400 2,856
9.2.1 - Rentals 400 2,856
9.4) Remuneration of own capita 34,921 27,731
2.4.1 - Interest on own capital 17,642 17,642
9.4.2 - Dividends 5,971 5,971
2.4.3 - Retalned earnings for the year 11,308 3,247
9.4.4 - Minority interest In retainad eamings 871

The accompanying notes are an integral part of these financizl staiements.

12



(A free fransiaflon of the original in Portuguasa)

Brazilian Finance & Real Estate S.A.
and Subsidiaries

Motes to the Financlal Statemeants

at Decembar 31, 2008 and 2007
All antounts In thousands of reals unless atherwize indlcated

Operations

Tha objectives of Brazilian Finance & Real Estate S.A., formearly named Opportunity Discovery
Participagbes S.A. {the "Company"), are to invest in other companies, whether civif or
commercial, Brazilian or forelgn, as a partner, stockholder or quotahalder, to participate In real
estate developments and to invest, as a quotaholder, in regularly established investment
funds.

Until March 2007, the Company belonged to a diffarent economic group and was dormant. On
March 9, 2007, Qurinvest Real Estate HoldIing S.A. purchased 100% of the Company's capital.
The transactlon was approved by the Brazilian Sscurities Commission (CViM). The Company's
capital is currantly hald by Ourinvest Real Estate Holding S.A. and TPG - Axon BFRE Helding,
LLC {Note 15).

As from June 2007, the Company became the owner of 100% of the capital of Brazilian
Finance & Real Estate Participagdes S.A, ("BFRE Participagfies"}, which, in turn, directly or
indirectly controls the following investees: Brazilian Mortgages Companhia Hipotecdria (BM),
Brazilian Securitles Companhia de Sacuritizagdo (BS) , Brazilian Capital Companhia de
Gestéio de Invesfimentos Imobilirios {BC), BMSR Il Participagdes 5.A. (which holds 100% of
the capital of BM) and BM Sua Casa Promotora de Vendas Lida. (together, the "Companies").

The Exfraordinary General Meagating of April 1, 2008, approved the merger of Brazilian
Finance & Real Estate Participag@es S.A. inta the Company, without capital increase,
without issuing new shares or any changes in the Company's stockholders' equlty, based
on the accounting balance sheet of BFRE Participages at December 31, 2007, in
conformity with article 226 of the Brazilian Corporation Law. As a result of the merger, the
Company became the successor of BFRE Participagies in all its rights and obligations,
and the latter was automatically considered extinct as soon as its equity was transferred to
the Company. The equity changes observed at BFRE Participagies batween the base
date, [.e. December 31, 2007, and March 31, 2008 were absorbed by the Company as
from April 1, the date of the Corporate Instrument.

The merger was adopted as a measure to siraamline the activities of the Companies, and
also to ensure flexibility and efficiency in managing their net assets within the context of
the organizational process of the group to which they belong. This process cavers, among
other measuras, the simplification of the shareholding structure, and tha optimization of the
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Brazilian Finance & Real Estate S.A,
and Subsidiaries

Notes to the Financlal Statemants

at Decembar 31, 2008 and 2007
All armounts In thousends of reals uriless ofherwlse Indlcated

results of business and aperations carried cut by the Companies, so as to anable a
decrease in operating costs and a more effective management, thus meeting the
stockholders' interests.

With the abovementioned marger, as from April 1, 2008, the investees have been directly
controlled by the Company, except for Brazilian Mortgages, an investee controlled through
BMSR II. :

The activities of the investees are directly linked to the Brazillan real estate financing markst,
aperating: (i} in the financing of residential and commaergial real estate ventures for land
developers/builders and individuals; {ii) in the acquisition and securilization of mortgage and
real estate credits, which include the purchase, sale and provision of guarantees in mortgage
and real estate crodits; the issue and placement, in the financial market, of Morigage Backed
Securitles {"CRIs") and other credit securities; and the rendering of services and realization of
other activities relating to ocperations in the secondary morigage and real estate credit markets,
in accordance with Law 9514, of November 20, 1997; and {iil) In the managemant and
operation of real estato assets on behalf of third parties in Brazil, the rendering of advisary and
consulting services to third partles in real estate sector projects, the management of sscurities
and rendering of advisory and fechnical-financial structuring services to obtain funds from
investors for real estate projects.

As from the second half of 2007, BFRE Participaghes; {a) increased its interest in the capital of
Klabin Segall Lapa Empreendimentos Imobilidrios S.A. to 25.5% and (b) acquired an interest
in the capital of Parque Cidade Incorporagdes S.A, and became the owner of 68.67% of the
capital of this investes. The control and management of these investees are shared through a
stockholders’ agreement.

Furthermere, at December 31, 2008, Brazilian Finance & Real Estate S.A. and subsidiaries
jointly hold investments in {ha following real estate investment funds, which were subjact to
congolidation, and were set up In conformity with CvM instruction No. 205: Fundo de
Investimento Imobiliarie Premier Realty (100%), Fundoe de Investimento Imobilidrio BM Asset
{100%), Fundo de Investimento Imaobiligric Excellence (100%), Fundo de Investimento
Imebilidrio Comercial Progressivo {100%) and Fundoe de Investimento Imebiliario Property
Invest {100%).

A single integrated corporate structure provides support to the business activities, including all

the tachnology, processing and operating, commercial, administrative, financial and legal
controls necassary fo perform the various activities in the real estate segment.

14



(a)

(b)

{c)

{d)

Brazilian Finance & Roal Estate S.A.
and Subsidiaries

Notes to the Financial Statements

at December 31, 2008 and 2007
All amaunts in thousands of reals unless atherwlse indicatad

Prezentatlon of tha Financial Statements

The financial statements are presented in accordance with accounting practices adopted in
Brazil and were prepared as determined by the Brazilian Corporate Law and the ragulations of
the Brazilian Securities Commissfon (CYM) and the Brazilian Central Bank (BACEN).

The praparation of financial statements requires management to make estimatas and
assumptions that affact the reportad amounts of assets and llabillties, the disclosure of
contingant agsets and llabilities at the date of the financial statements, as well as the reported
amounts of revenues and expenses during the reporting perlod. Estimates are used for, but
not limited to, the selection of the useful lives of property and equipment, provisions nacessary
for contingent liahilltles, allowances for loan losses, fair values, taxes and other similar
charges. Actual results may differ from thase estimatas,

Law No. 11638/2007 was enacted on Decamber 28, 2007, and amended by the Provisional
Measure (MP) No. 448, dated December 3, 2008. This Law and the provisional measure
amended and introduced new provisions to the Brazilian Corporation Law. Their main objective
was to update the Brazilian corporate legislation to make possible the process of convergence
of the accounting practices adopted in Brazil with those included in the International Financia!
Reporting Standards issued by the International Accounting Standards Board {IASB). The
adoption of the law and provisional measure is mandatory for annual financial statements for
years beginning on or after January 1, 2008,

The changes to the Brazillan Corporation Law had the following impacts on the financial
statements of the Company:

Financial investments and other financial assets: these were classified into thres categorias,
according to management's intention: (i) trading; (i) available for sale; and (iii) held to maturity,
with the two first categories being stated at market value and the third, at cost plus earnings.

Reclassifications: software in use, previously recorded as deferred charges, were reclassified
to intangible assets.

Derivativa financlal Instruments - the Company started recording derivative financial
instruments at fair value {Note 18).

The Statement of Changes in Financial Position was replaced with the Statemsnt of Cash
Flows,

15



(8)
(f)

Brazillan Finance & Real Estate S.A.
and Subsidiarles

Motes to the Financlal Statements

at Dacamber 31, 2008 and 2007
All amounts in theusands of reals unless otherwlse Ind!cated

Presentation of the Statement of Value Added (DVA).

Adjustment te present value: amounts receivable and payable with long-term maturities were
adjusted to present valua.

As permitted by the Pronouncement No. 13 of the Brazillan Accounting Pronauncements
Committee (CPC} - Initial Adoption of Law No. 11638/07 and Provislonal Measure Mo. 449/08,
the Company’s Management chose to make the adjustments rasulting from the adoption of the
referred law applicable tc the year 2007, directly agzinst stockholders’ equity, as prior year
ad|ustments, The changes in accounting practices described ahove affected the stockholders'
aquity as of December 31, 2007, by the amount of R$ 1,643, and this amount was recorded
as a prior year adjustment tn the "carrying value adjustment” account, since it results from the
fair-value adjustmeant of the financial assets classified as available for sale. The results for the
year 2007 were not modified in connection with the adoption of the law.

The consclidated financial statements were prepared [n compllance with the accounting
practices determined by artlcle 250 of Law 6404/76 and CVM Instruction No, 247 and
subsequent amendments, The proportional consolidation method is used for investments in
Jeintly-controllad investees, in accordance with the stockholder agreements. Consequently, the
assets, liabilities and results of these investees are consolidated on a proportional basis,
based on the ownership interest held by Company. In addition, the financial statements of
Brazilian Mortgages and of the real estate funds that form part of the consolidation consider
the adjusiments to accounting practicas resulting from Law No. 11638/07 to achievs the
equalization of accounting practices among the group companies.

The consolidation of the balance shest and income statement accounts corresponds to the
horizontal sum of the balances of assets, llabilities, income and expensas, in proportion to the
direct or indirect ownership Interest held by Brazilian Finance & Real Estate S.A. in each
subsidiary and real estate investment fund, sccording to their nature, complemented by the
reclassification of negative goodwill to non-current liabllities {2007 - deferred income), and the
glimination of unrealized results, balances of current accounts and other intercompany assats
and/for liabilities. Revenues and expenses of the subsidiaries and real estate investment funds
have been consolidated by the Company for the year or from the month of
acquisitlon/constifution up fo December 31, 2008,

The condensead tafance sheets at Decembar 31, 2008 and the statements of income of the

subsidiaries and real estata investment funds Included in the consolidated financfal statements
are presented below:
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(ii}

{iil)

Brazilian Finance & Real Estate S.A.
and Subsidlarles

Notes to the Flnanclal Statements

at Dacember 31, 2008 and 2007
All ameunts In thousands of reals unless otherwlss Indicated

A summary of the activities of the direct and Indirect investess (s presentad below:

Brazilian Securities Companhia de Securitizagéo (BS) - the ohjective of this company is the
acquisltion and securitization of mortgage and real estate credits, which comprises the
purchasse, sale and rendering of tha respective guarantees in morlgage and real estate cradits;
tha issue and placement of morigage backed securities (CRIs} in the financial market, the
issue of other credit securities and the rendering of services and other business activities
relatad to transactions carrled out in the secondary markst of morigages and real estats
cradits, in accordance with Law 9514, of November 20, 1897.

As part of the corporate restructuring of the Group, on June 20, 2006, the Company's
stockholders approved the downstream merger of the parent company Curinvest Securities
Participagdes Lida., whose only asset was the nvestmant in BS. At the time of the merger, the
goodwill racorded in the merged company, as well as the corresponding provision of

R$ 11,450, were recorded in accordance with the terms of CVM Insiructions No. 318/59 and
349/01, without increasing the capital or stockheolders' equity of BS. This goodwlll is being
appropriated to the results ovar 60 manths.

Brazllian Capital Cia. de Gestdo de Investimentos Imokili&rios (BC) - objectives: (a} direct or
indiract acquisition of real estate assets in Brazil, on behalf of third parties, which may or may
not be related to the Company, and/or funds, investment companias andfor any othsr similar
investment instruments of real estate assets constituted by the Company within the territory of
Brazil; (b) managemant and opsration of real estata assets on behalf of third parties, which
may or may nof be related ta the Company, andfor funds, created for investments in the real
estate sector, in Brazll; {c) rendering of advisory and consulting services to third parties, which
may of may not be related to the Company, and/ or funds, creatad for invastmants In the real
estate sector In Brazil; (d) investments in other companies, whether civil or commercial,
national or foreign, as a partner, stockholder or quotaholder; (&) management of marketable
security porffolios; {f) rendering of consuliing and technical and financial structuring services to
third partles to obtain funds from investors for real estate projects.

Brazjlian Morigages Companhia Hipotecéria (BM) - this company carries out the activities of a

mortgage company, as defined by Resolution 212294 of the National Monetary Council
(CMN).
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Brazilian Finance & Real Estate S.A.
and Subsldiaries

Notes to tha Financial Statemants

at Decomber 31, 2008 and 2007
All amounts In thousands of reals unfass afherwlse Indlcatad

The mergers of the parent companles BMSR Participagdes S.A. and Cadim Morgages
Participagfes Lida. Into Brazilian Morigages Companhia Hipotecdaria wera approved in 2005,
in order to unliy the activities and management, thereby optimizing administrative, commaercial
and financlal costs and rationalizing the work, operations and targets of the organization,
consequently enhancing profitability.

At the time of the merger, the goodwill recorded in the merged companies, as well as the
corresponding provision in the amount of R$ 17,564, were recorded in accordance with the
terms of BACEN Circular No. 3017, without resulting in an increase in the capftal or
stockholders' equity of BM. This goodwill is being appropriated fo the results over 60 months.

Concomitantly to the process mentionad above, BMSR [l Particlpagtes S.A. was incorporated
and becams the owner of 100% of the capital of Brazilian Mortgages Companhia Hipotecéria.

{iv) BM Sua Cass Promotora de Vendas Lida. - thiz company creataed in April 12, 2007, with the
following objectives: {a) to intermediate business; promote sales to obtain financial resources
and contract services, on its own behalf or on behalf of third parties, as well as receive
amounts, perform extrajudiclal collections, obtain and manage funds, subrogate, grant, sell,
promote, transtfer, free of charge or on a fee basis, rights and obligations to interested third
partes; (b) provide services to receive and send loan and financing requests, as well as fo
research reference files; {c) invest, as a quotaholder or stockholder, in other companies.

(v} Klabin Segall Lapa Empreendimentos Imeobillarios S.4. - the objective of this company is the
structuring, devalopment and implemantation of a ventura in Rio de Janeiro.

(i) Parque Cidada Incorperagfies S.A. - this company is engaged in the sale of towers in office

parks.
The reconciliation of the parent company's stockholders' equity to the consolidated is as
follows:
2008 2007
Parant company 484,815 447,270
Incoma from investments in debentures at the company

recorded In permanent assets of tha Investee (7,455} {750}
{Other (594 (3}
Consolldated 478,568 446,517
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(b.1)

(b.2)

(6.3)

(c)

(d)

Brazilian FInance & Real Estate S.A.
and Subsidiaries

Notes to the Financial Statements

at December 31, 2008 and 2007
All amounts In thousands of reale unless otharwlse Indicated

Summary of tha Slgnlflcant Accounting Practices
Met income is determined on the accrual basis of accounting.
Securitization fransactions are recorded and valued as follows:

Mortgage Loans and Mortgage Backad Securities {CR!s) are recorded at cost of acquisition
and funded amounts, respectivaly, plus earnings and/or accruedfincurred charges up to the
balance shest datas. In the case of securitization in which there is a clause requiring coverage
of the net capital deficiency of the securitization, assets and lfabilities are presented
separately. In securitizations in which this clause does not exist, tha nat balance of the
securitization is presentad eithsr in assets or liabilities, under "Sacuritized tfransactions”, as
applicabls.

The pramiums{discounts on the acqulsitlon of mortgage related receivables, as leng as tha
respective Morigage Backed Securities {CRIs) have not baan issued, are recorded in results in
accordance with the maturity term of the recsivables. On the issue of Morigage Backed
Securitles {CRIs} with the clause in which the Company ls responsible for the coverage of a
future net securitization capital deficiency, the premium/discourt is amaortized as described
above. When the provisional registration with the Brazilian Securities Commission (CVM} is
abtained and the Mortgage Backed Securities {CRI) are subsequently issusd without thaf
coverage clause, the premium/discount obtained on the acquisition of mortgage retated
recelvables |s fully recorded in the results.

Premiums/discounts incurred on the issue of CRIs are allocated to results over the term of the
CRIs if the Company has a coverage clause for net capital deficiency. With regard to issues
without that clausse, the premium/discount is recorded in results at the time of the placement of
the CRIs.

The mortgage oans made by BM ara recorded at their face values, plus interest and price-
lsval indexation adjustments, The allowance for loan losses is recorded based on

Resolution 2682 of the National Monetary Council, and Is considered sufficient to cover the
losses on the realization of the receivables, astimated basad on an analysis of the outstanding
transactions and the specific and overall risks of the pertfolio,

Invastments in subsldiaries are recorded on the equity method of accounting. The negative
goodwill on investments will be ameortized only on disposal of the investments.

23



(d.1)

(e}

(f)
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{h)
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Brazilian Finance & Real Estate S.A.
and Subsidiarles

MNotes to the Financlal Stataments

at December 31, 2008 and 2007
All amountg In thousands of reals unless otherwisa Indlcated

The invastments in the consolidated financial stataments, which mainly include rental
properties, completed or under consiruction, owned by real estate investment funds and
special-purpose partnerships (SPEs), are presented at cost of acquisltion, net of depreciation
calculated a2t the rate of 4% p.a., when applicable,

Permanent assets are stated at cost of acquisition, net of accumulated depreciation.
Depreciation is calculated on the straight-line mathod, at annual rates established based on
the economic useful lives of the assats.

Intangible asseats include the goodwill on the mergers of BMSR Particlpagdes S.A. and Cadim
Mortgages Parlicipagdes Lida. into BM, as well as the goodwill on the merger of Ourinvest
Securities Participagdes Ltda. into BS, both net of the corresponding provision, which are
being amortized over 60 months {(Notes 2{iii) and 2({1)), and software in use, which is amortized
within five years.

Liabilities are shown at their known or estimated amounts including, when applicable, accrued
charges, monstary and exchange variations. The provision for income tax, when applicable, is
calculated based on taxable income at the rate of 15%, plus an additional 10% on taxable
incoma over a specific amount, and the social contribution en net income at the rate of 9%, in
accordance with current [sgislation. Tax credits, basically arising from temporary differences,
are recognized and presented in the consolidated financial statements.

Accerding to Provisional Measure No, 449/08, the changes in the criterla for recognition of
Income, costs and expanses computed for purposes of net incoms for the year, introduced by
Law No. 11638/07 and articles 36 and 37 of the referred Provisional Measure, will not affact
the calculation of taxable income of the legal entity choosing tha Transition Tax Regime {RTT);
therefore, [t s necessary to consider, for tax purposes, the accounting criteria and mathods
effective at Dacember 31, 2007. For accounting purposes, the tax effects of adopting Law No.
11638/07 are racorded in the corrasponding deferred tax assets and liabilities.

The amounts refated fo contracts for the assignment of future real estate receivables, arising
from the rental of properties of the Premier Realty and Property Invest investment funds, are
being appropriated to results over the perlod of the related contracts and classified as amounts
raducing the investment cost.

Financial insfruments and markstable securities.
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Brazilian FInance & Real Estate S.A.
and Subsidiaries

Notes to the Financial Statements

at December 31, 2008 and 2007
All amaunts in thousands of reals unless aotharwlses indicsted

Classification and measurement

The companies classify their financial asssts into the following categories: (i} loans and
receivables and {l) avallabla for sals. The classification depends on the purpose for which the
financlal assets were acquired. Management determines the classification of their financial
assels af the initial recognition.

Loans and recelvables

This category includes the receivables which are non-derlvative financial assets with fixed or
estimated payments, not traded in an active markat. Thay are included within current assets,
except for those with maturity dates exeeading 12 manths after the date when the balance
shest s issued (which are classifled as non-current assets). The Companies' recsivablas refer
to real estate receivables and the morigage loans. The assets are recorded at amortized cost,
based on the method of the effecilve rate of interest, whlch is equivalent to the market value an
the balance shest datea.

Financial assats avallabla for sale

The financial assets available for sale are non-derivative financial assets which are designated
for that category or which are not classified in any other category. The financial assets
available for sale are recorded at fair valua, The interest on securities available for sale,
calculated through the method of the effective rate of Interest, Is recognized In the statement of
income as financial income. The portlon corresponding to the variation in fair valus, when
applicable, is racorded agalnst stockholdsers' equity, in the account "carrving value
adjustmeants”, and is recognized in the statement of Income upon setlement or due to loss
considered permanent {impairment).

Derlvative instruments and hedge activities

Derlvatives are initially recognized at fair value, at the date when a derivative agreement is
exacutsd, and are subsequently remeasured at fair valua, with the variations in fair value baing
recorded In Income or expense, except when the derivative is designated as a cash flow hedge
instrument.

Although the Companles use derivatives for hedge purposes, thay do not apply hedge

accounting, since the derivatives do not meet the requirements for hedge accounting
purposes.
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Brazilian Finance & Real Estate S.A,
and Subsidlarles

Notes to the Financial Statements

at Decembar 31, 2008 and 2007
All amounts In thousands of reals unless atherwlse Indlcated

The fair valus of derivative instruments is disclosed in Note 16.
Fair valua

The fair value of publicly traded Invastments is based on the current purchase prices. For
financial assets without an active market or which are not publicly traded, the Companies
establish the fair value through valuation technigues. These techniques Include the use of
racert transactions contractad with third parties, the reference to other Instruments which are
substantially similar, the analyses of discounted cash flows and option prleing models based
on information generated by the market and, in the absance therecf, the use of information
generated by the managemant of the entlty itself.

The Companies assass, at the balance shest date, if there is objactive evidance that a
financial asset or a group of financial assets is recorded at an amount above its recoverable
valua {impairment). In case there is such evidence for the financial assets avallable for sale,
the cumulative [oss - measured as the difference baetwesn the cast of acquisition and the
current fair value, less any loss dug to impalrment of that financial asset previously recognized
In expense - is removed from the carrying valua adjustment account in equity and recognized
in the statement of income.

Available for sale securities acquired by BM are accounted for and evaluated in accordance
with Clrculars 3068 and 3082 of the Brazilian Central Bank.

The investments in real estate funds, with respect to which the Company maintains a
significant influence over the management, are being presented in non-current assets - long-
tarm receivables, in the financlal statements of the Parent Company.

Cash and cash equivalents includes cash and availabla bank deposits, as well as highly liguid

short-term financial investments, which are readily convertibls into a known amount of cash
and which are subject te an insigniflcant risk of change in value.
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Brazilian Finance & Real Estate S.A.
and Subsidiarles

Notes to the Financlal Statements

at December 31, 2008 and 2007
All amounits In thousands of reaia unlese otherwlse {ndlcated

Marketable Securities and Derlvativa
Financlat Instrumeants

Marketable securities classified as available for sale are as follows:

Parant

Company Consolidated
2008 2008 2007

Interbank Deposit Certificates 18,806
Purchases with resale agreements (a} 18,468 83,482
Flnanclal Treasury Bills (LFT) 59,486 20,438
Bank Depoesit Certificates (CDB) 742 38,320 108,224
Mortgage Backed Securifles (b) 15,894 27,355 16,821
Investment fund quotas (g) 35,759 §1,468 11,811
Debentures (e) 33,433 8,064
Total unrestricted securlties 82,495 218,062 165,428
Restricted Financial Treasury Bills (LFT) 10,721
Bank Deposit Certiflcatas {CDB) {c){d) 45,480 10,028

Mortgage Backad Securlties (CRI) (d) 24,907

Investment fund guotas {g} 116,130 47,727
Total restricted sacurilies 116,130 118,124 20,819

Derivative financial instruments (f) 8,347
Grand total 198,625 383,807 269,709
Current 28,845 104,411 39,695
Long-term 168,780 279,396 230,014

(&} In 2007, RS 747 of this amount is pledged in guarantee of swap transactions (Note 16) and
R$ 82,519 is restricted for usa as described In the IDB loan agreement (Note 13).
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Brazilian Finance 8 Real Estate S.A.
and Subsidiaries

MNotes to tha Flnancial Statemants

at December 31, 2008 and 2007
All amountsg In thougsands of reals unless ctherwlse Indlcated

{b} Includes unamortized pramiums/discounts and a provision for loss on securities, when
applicable.

{¢) Includes, at December 31, 2008, R$ 6,907 {2007- R} 6,141) pledged as security upon
acquisition of receivables, R 1,088 (2007- R$ 138) referring to funds from financial
invastments restricted to securitizations of receivables with a coverage clause for nat
caplal deficiency, R$ 14,202 {2007 - R$ 2,766) linked to the payment of acquired porifalios
of receivables, R$ 10,535 pledged n guarantea of flow of receivables in a securitization
transaction, and R$ 12,758 with use restricted to the loan agreament with 1DB (Note 13(a)).
Includes, at Dacember 31, 2007, R$ 1,053 pledged in guarantee of swap transactions
{Note 16).

{d} At December 31, 2008, this carresponds to funds related to financial investments with
restricted use according to the loan agreement with IDB {Note 13{a)).

{e) Refer to the payment of debentures convertible info shares issued by the investee Pargue
Cidade, with final maturity in Apdl 2011, bearing General Market Price Index (IGP-M) variation
charges and interast of 11% p.a. BFRE is alsc obliged to subscribe and pay new debentures up
to the amount of R$ 110,267, according to the cash flow needs of the entarprige.

(f) R$ 9,347 rofers to the differential recelvable related to a derivative swap agreement (Nofe
16).

{g} Invastment fund quotas, in the consalidated:

2008 2007

Market Market

Cost value Cost valug

Fll Comercial Progressivo I 5,969 7,967 5,225 7,646
Fll Patic Higienbpolis 651 595

Fll Torre Almirante 102 125 102 184
Fll Hotel Maxinvest 22,439 28,439
Fll Shopping West Plaza 32,529 32,529

FIl BCRE Fund | 21,500 22,748 5,500 5,486

BCRE Development Fund | FIP 15,792 15,792 984 Ofi4

105,082 109,195 11,811 14,300
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Brazilian Finance & Real Estate S.A.
and Subsidiaries

Notes to tha Financial Statements
at Decamber 31, 2008 and 2007

All amounts in thousands of reals unless otherwlse Indicated

Financial investments at December 31, 2008 and 2007, have the following maturity dates:

Maturity
Dascription Rata date up to
Intarbank Daposit Certificatas 13.20% p.a. 01.02. 08
Debentures 11% p.a. + IGPM* 04.01. 11
Purchases with resale agreements 102.50% of CDI 12.02. 09
Financlal Treasury Bills {LFT) Salic 09.07. 10
Bank Deposit Cerdificates {CDB) 98.80% to 102.5% of CDI 12.08. 11
Mortgage Backed Securities 8.81% 10 12.61% p.a. + 1GPM 10.13. 28

* General Mearket Prica Index {IGPK)
The securities are In the custody of tha Special System of Settlemeant and Custody {SELIC},
tha Clearing House for the Custody and Financial Settlement of Securities {CETIP) and the
Brazilian Clearing and Depasitory Corperatlon {CBLC).

Mortgage l.oans {Consclldated}

Lending cperations comprise real estate financing for the conclusion of construction and the
acqulsition/ramodaling of residential properties and are indexed to the Referential Rate (TR),
plus interest rates that vary from 7.85% p.a. to 19.56% p.a. (2007 - 12.00% p.a. to 19.56%
p.a.}, or Generzal Markst Price Indax (IGPM) plus rates from 7.85% p.a. to 19.56% p.a. (2007 -
7.95 % p.a. to 20.00% p.a.), or fixed rates from 10.43% p.a. to 17.00 % p.a. (2007- 10.43%
p.a. to 15.00% p.a.); paid menthlyfsemiannually and with final maturity in January 2038.

Analysis by maturlty

2008 2007
Overdua from 15 days 688 320
Overdue In up to 15 days and falling due in up to 90 days 35,138 25,640
Falling due between 91 and 360 days 146,808 78,058
Faliing due after more than 360 days {a) 141,629 64,020
Total consolidated 324,263 166,039

{a) In 2007, includes a loan of R$ 2,270 granted to Klabin Segall Lapa, with final maturity in
September 2009, which earns Interest at 12% p.a. plus the variaffon of the Referential Rats
(TR).
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Analysls by risk levasl

The mortgage loans originating from BM are classified by risk level, and the provision for loan
losses is recorded in accordance with the Brazilian Central Bank regulations, as follows:

2008 2007
Provision Additional Tatal Provision

Risk leval Balances required (1} provision{2) provision Balancas Provision - %
A, 234 825 ' 122,864
A 50,411 (208) {18) (314) 19,447 (97} 0.5
B 8,204 (83) {4) g7y 14179 {142) 1.0
C 20,778 (823} {34) {657) 6,413 {193} 3.0
(M 478 {45) {2} (50) 299 {30 10.0
E an {111} {6) {117) 86 {28) 20.0
£ 60 {30} 0.0
G 15 {10} (1) {11} B5 {66} 70.0
H &1 (81) {81) 226 (228} 100.0

324,263 {1,254) (63) {1,317} 163,769 {810}
Mark to market 800
Mortgage loans 324,863 {1,254} (63) {1,317} 163,760 {810)

{1) Minimum provision reguired accerding to the parameters of BACEN Resolution No. 2682.

{2) Addilional provision recorded and allocated at each risk level so as to reflect possible stress
situations within the economic context.

Securitized Transactions (Consolidated)
As mentionad in Note 3(b.1), these reprasent all the balances arising from the process of

securitization of receivables in accordance with Law 9514/97, for which the Company has no
coverage clausa for net capital deficiency.
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Final INTEREST
Real estate raceivables maturity INDEX p.a. 2008 2007
2474407 1,791,813
Tranchas 3 and 4 10.01.10 IGPM  12.00 167 209
Tranche Hospital 13 fo 17 12.13.12 INPC* 12.00 8,700 9,082
Tranche Brascan 07.10.10 IGPM  12.00 - 1,449
Tranches 22 and 23 - 09.10.13 IGPFM 12,68 - 353
Tranchas 24 and 25 05.05.09 IGPM  12.68 - 180
Tranches 26 and 27 04.01.14 IGFM  12.00to 12.68 758 1,516
Tranches 28 and 29 07.0114 IGPM  12.00t0 12.68 2,078 3,086
Tranches 30 and 31 10.01.14 IGPM  12.00 fo 12.68 4,103 6,461
Tranches 34 and 35 10.11.25 IPCA* 09,0445 1,115,080 1,078,327
Tranches 36 and 37 06.10.15 IGPM  12.00t0 12.65 3,465 4,640
Tranches 40 and 41 08.01.15 IGPM  12.00to 12.68 4,561 7,268
Trancha 45 05.30.16 1GPM 11.21 89,180 87,710
Tranches 47 and 48 11.10.14 IGPM  12.00 2,410 5,148
Tranches 49 and 50 01.01.16 IGPM  12.001012.65 13,512 19,613
Tranchas 51 and 52 12.02,18 IGPM  11.67 19,425 32,075
Tranches 53 and 54 05.05.16 IGPM  12.00 3,910 5,304
Tranche 56 10.2018 TR 11.00 53,757 85,524
Tranche 57 121312 1GPM 12.00 4737 10,382
Tranches 58 and 59 11.05.26 IGPM  12.0010 12.68 11,468 17,817
Tranchas 50 and 61 11,0527 IGPM  12.00to 12.68 13,171 18,644
Tranches 64 and 65 11.13.21 IPCA 1117 61,506 52,415
Tranche 65 04.05.11 IPCA 11.00 17,338 22,284
Tranches 67 and 68 01.10.28 IGPM  12.658 10,157 11,720
Tranches 69 and 70 09.30.21 TR 8.64 to 16.66 64,960 85,144
Tranches 71 and 72 05.01.27 IGPM  12.00t0 12.65 11,612 15,235
Tranche 73 04.0117 IGPM  10.25 35,577 64,631
Trarnches 74 and 75 08.02.27 IGPM  12.00t0 12.68 17,344 24,848
Tranche 76 05.05.15 IGPM  12.00 8,053 11,804
Tranche 77 D2.02.27 IGPM 12,0010 12.68 9,140 14,060
Tranche 78 12.10.27 IGPM  12.00to0 12.68 12,581 21,782
Tranche 79 122017 TR 10.00 100,881 102,073
Tranche 80 04.24,19 IGPM  B.40 158,428
Tranche 81 04.24.19 IGPM  8.40 20,702
Tranche 82 04.24,15 |1GPM 8.40 20,709
Tranche 83 04,2419 IGPM  B.40 20,762
Tranche 85 09.01.24 IGPM 12,68 10,323
Tranches 86 and 87 10.10.15 1GPM 12.00 17,555
Tranche 88 09.01.26 IGPM 1200 to 12,68 14,404
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Final INTEREST%
Real estate recelvables maturity INDEX p.a. 2008 2007
Tranches 89 and 20 07.10.27 IGPM 12,22 29,595
Tranche 21 02.15.22 TR 10.00 29,120
Tranches 82 and 93 12.28.30 IGPM  12.00 to 12.68 6,399
Tranche 24 02.28.11 TR 12.16 19,225
Tranche 97 08.0518 TR 10.50 9,030
Tranchas 98 and 9% 03.10.38 IGPM  12.00t0 12.68 11,344
Tranche 100 07.10.20 TR 10.00 303,701
Trancha 101 07.28.18 IGPM  B.A%S 5342
Tranche 104 08.13.18 TR 10.70 36,960
Tranche 105 08.10.17 IGPM  12.00t0 12.68 15,644
Tranche 108 09,1028 IGPM  9.75tc 17.23 §,180
Tranche 107 09.18.23 TR 10.20 21,598
Tranche 108 09.10.28 IGPM  10.00 28,164
Tranches 109 and 110 02.28.22 IGPM 11.041014.24 44,405
Tranche 111 03.29.23 IGPM 767 to 18.00 42,705
Tranche 112 03.29.23 IGPM  7.67 to 18.00 25,2189
Tranche 113 02.13.24 IGPM  11.73 15,8890
* Matioral Consumer Price Indax (IPC)
** Amplified Consumer Prica Index (IPCA)
INTEREST INTEREST

Mortgage Backed Final % p.a. % p.a.
Securitios maturlty INDEX Sanior Junlor 2008 2007

(2,501,309} {1,807,302)
Serigs 3and 4 03.13.11 IGPM 12.00 {521) {450)
Series 13 to 17 12.15.12 INPC 12.00 {8,692) {0,072)
Series 20 and 21 08.13.10 IGPM 12.00 {1,032}
Series 22 and 23 10.03.13 IGFM 12.00 {182)
Series 24 and 25 06.13.09 IGFM 12.00 {B70)
Serles 26 and 27 05.13.14 IGPM 12.00 (B54) f1,526)
Serles 28 and 29 10.12.14 IGPM 10.0¢ 12.00 {1,803} {3,000}
Serles 30 and 31 02.13.15 IGPM 8.50 12.00 (4,425} (7,086}
Serles 34 and 35 10.11.25 IFCA £.03 9.03 (1,114,841) (1,078,131}
Serles 36 and 37 0B13.15 IGPM 10.45 12.00 (4.237) {5,831)
Serles 40 and 44 09.15.15 IGPM 1037 12.00 {5,140} {7, 408)
Series 46 07.07.16 IGFM 11.24 {81,020 (£89,489)
Series 47 and 48 04.13.18 IGFM 10.04 12.00 {2,320) {5,560)
Series 49 and 50 03.13.16 IGFM 10,76 12.00 {14,365} {21,568)
Series 51 and 52 03.28.15 IGPM 11.63 11.68 {28,877} {34,4539)
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INTEREST INTEREST

Morgage Backed Final % p-a. % p.a.

Securitlas maturity INDEX Senior Junijor 2008 2007
Serles 53 and 54 06.13.18 IGFM 994 12.00 (3,732) {5,314}
Sarias 58 102018 TR 11.00 {56,531) (58,869)
Serles 57 01,1212 IGPM 11.00 (4.258) (10,123}
Series 58 and 50 12,1315 IGFM 10.88 12.00 {11,518) {18,728)
Serles 80 and &1 £1.13.15 IGFM 10.89 11.00 {13.026) {18,835}
Saries 64 and 65 11.13.21 IFCA 11.00 12.00 {61,221) (52,374}
Serios B8 04.13.11 IPCA 10.52 (17,232) (22,190}
Serias 67 and 68 0213.28 IGPM 11.47 12.68 {10,627) {12,775}
Serles 68 and 70 03.13.22 TR 10,33 16.00 {68,239) {88,138}
Series 71 and 72 08.13.22 IGPM 10,38 12.00 {13,214) {16,100}
Series 73 050517 TR 10.15 {2B,361) (61,483}
Saries 74 and 75 05.13.22 IGPM 10.85 12.00 {15,070) (26,325}
Serias 78 06.13.15 IGPM 9.98 (8.417) (12,807}
Serias 77 111321 IGFM 11.25 {10,269) (14,582}
Series 78 08.13.24 I1IGPM 11.26 {13,423) {21,659}
Series 74 122017 TR 2.095 (100,824 {102,071}
Series 80 D4.2419 TR 10.80 {14 574)

Series 81 04,24,18 TR 10.80 (19,817)

Serias 82 04.24.19 TR 10.80 {20,485}

Serieg B3 04.24.18 TR 10.80 {20,549)

Series 85 10.13.24 I1GFPM 11.36 {11,087)

Series 85 and 87 10.13.15 1GPM 0.56 11,18 {21,818)

Series 88 03.13.23 IGFM 10.87 (12,877)

Series 82 and 890 08.13.27 IGFM 11.37 12.00 (30,280}

Series 91 021522 TR 10.00 (29,120}

Series 92 and 23 03.13.28 IGPM 8.1 10.80 {8,851)

Series B4 06.06.11 TR 12.05 (19,288}

Series 97 06.05.18 TR 10.50 (9,930}

Series 98 and 89 111316 IGFM o.81 11.64 (12,545)

Series 100 071020 TR 12.00 {303,701)

Series 101 072818 TR 10.30 {5,273}

Saries 104 08.13.18 TR 10.52 {356,953}

Saries 105 101317 IGPM 10.72 f165.581}

Series 106 10.13.28 IGFM 11.71 {0,288}

Serles 107 09.21.23 TR 10.20 {21,508}

Series 108 09.13.28 IGPM 10.00 (28,194}

Series 109 and 110 03.10.23 IGFM 11.71 1145 {44,936}

Saries 111 11.13.20 1GPM 11.07 (47,759}

Serias 112 11.01.13 IGFM 12.81 (24,507}

Series 113 £2.13.24 GFM 10.81 (16,234}
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2008 2007
MNet {26,802) (15,489)
Cash and banks 5,803 2,666
Financial investments (a) 50,896 28,168
Derlvative financtal instruments - Swap (Note 16) (2,021}
Assels not for own use (BENDU) 285 Q27
Amounts receivable for the sale of BNDU 646 670
Total securitized transactions (long-term receivables) 28,807 16,842

At December 31, 2008 and 2007, all the series issuad had positive net equity. The total

amount of morigage related recaivables that were past due for more than 20 days at

Dacember 31, 2008 was R$ 7,146 (2007 - RS 2,884).

{a) Refer o financial investments in Bank Deposit Cetificates {CDBs)} made by the Company
with funds from the amortization of recelvables and which have not yet been transferred to

the holders of Junior CRIs dus to their grace period.

Mortgage Ralated Receivables (Consolldated)

The mortgage related receivables portfolio is comprised of;

Fingl INTEREST %
maturity INDEX p-a. 2008 2007

Tranches 9 and 10 {a} 08.23.13 IGPM 11.38 io 12.00 oz20 1,607

Tranchas 25 and 28 {(a) 02.30.27 TR .00 40,015

ol -BS (b) 06,2038 [NCSor IGPMer TR Up to 16.55 134,443 234 652
175378 236,258

Unamoriized socumulated

distount {4,782} {4,142}

Current 2,204 120,141

Long-term receivablas 138 302 111,976
170,596 232117
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{a) These tranchas have already baen securitized [Mote 12).
{b} This Includes recalvables acquirad during the first quarter of 2008 not yet securitized as collateral for CRIs, and

the acquisition valua will be pald fo the sellers substanlialiy up to the first quartar of 2009, Thess labilitles are
racordad in "Liabilities for the ecqulsilion of recelvablas”,

These represent mortgage related receivables purchased in accordanca with Law 9514/97,
which regulates the Real Estate Financial Systam,

The discount on the purchase of mortgage related receivables has been recognized in income
in accordance with the accrual basis of accounting, taking into account the terms for the
maturity of the recsivablas,

The contracts for mortgage related recelvables have a fiduciary lian clause on the property.
Managsment believes that this guarantee is sufficient to cover probable losses arising from the
default of borrowers, No additional provision has therefore been racorded.

Othar Raceivahles

Other racaivables consist of:

Parent Company Consalldated

2008 2007 2008 2007

Accounts recelvable from property sales and rentals {a) 14,085 11,921
Tax credits (b) 11,198 13,135 6,982
Taxes and contributions to be offsat 12,266 28,735 27,324
MNegotiation of receivables (¢) 18,237
Dividends recelvabla from subsidiarles {Note 10) 7,103 10,699

Other (d) 1,799 10,744 10,208

32,366 10,609 85,936 56,443

{a) The balance of accounts recelvable from the sale of properties, mafuring up to May 2010,
bears INCG indexation up to the completion of the property and, thereafter, IGP-M + 12%
p.a.
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{b) Mainly comprises tax cradits on Income tax and social contribution temporary diffarences,
recorded by tha subsidiaries,

{c) Principally refers to amounts recsivable as a result of the frading of real estate receivables
with asslgnor of cradits.

{d} This substantially includes, in the consolidated, amounts recseivable resulting from the
services rendered by BM, BC and BS, in the amount of R$ 3,833 (2007 - R$ 5,700),
advances to suppliers fotafing R$ 1,560 and recelvables for the sale of other assets
amounting to R$ 621.

Other Assets (Consolidated)

Assets recovered due to defaulf of sscuritized mortgage related raceivables, with a clause of
coverage for a possible nat capital deficiency by BS, and resulting from lpans granted by BM,
presented at tha residual book values of the related real estate financing, and adjusted to
market or realizable values of the coerresponding assats, when applicable.

Investments In Subsidiarias

Tha investment in the diract subsidiaries and the movement in the kalance during 2008 and
the pericd from Juna 1 to December 31, 2007 are as follows:

2005
Net  Adjustad

Intome Slockbold Hegative Equity [n

Company Intarest - % (loss) ers’equily  Investment goodwll sarnlngs

BMSR Il Parlicipagdes S.A. 100 14,976 128,701 130,087 {3,438} 15,372

Brazillan Securtlies Cla. de Securillzagio 100 21,575 147,304 147,304 {1,679) M 575

BM Sua Casa Promclora de Vendas 100 {18477y 100,723 100,723 (16.477)
Brazllian Capilal Cla. da Gestio Invast.

Imgbilir 100 6,250 1,267 1,287 6,250
Klabin Segall Lapa Empreend. Imob. 5.4, 25.5 3,830 20,039 5,035 1,363
Parque Cidede Incorporagles 3.4, B66.87
Parque Cldade - allowanca for logsos {632)

J04.426 (5.117) 27 481
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2007
Adjustad
Met stockholders' Equity In
Company Interest - % Income aguity  Investment earnings
Brazlllan Firance & Rezl Estate
Farticlpagdes 5.4.(c) 100,00 61,253 447 784 447 764 61,353
447,764 51,353
2008
BEM Kiabin
BFRE Sua  Segall Parque
Partlc. BS BMSRII BC Casa Lapa Cldads Total
At December 31, 2007 447,764 447,784
Equity in the results 447,764 447,764
Acquislillensipaymeant of capital 4228 45000 [r.a00) 117181 188,910
Merger (d47¢, 7éd) 124 945 67000 7,584 19 4,920 {507 (243.948)
Equity In tha reaulta 21,575 15,372 6250 {16477} 1,363 (G22) 27481
Dividends sllecsted (d) (5124) {713 (5.067) {10,9D4)
Amartizaltan of goodwill (8a8) {648)
Sale 472 G7e
At December 31, 2008 145,625 126,658 1,267 100,723 5.085 379,308
Equlty [n e rasulta 147,304 130,007 1.267 100,723 5,035 384,428
Goodwill [negative goodwill},
unamertized {1.670)  (3,438) (5.117)
2007
BFRE
Participacdes
Acquisitions in the perfod 528,822
Cost 397,110(a)
Goodwill 131,512(b)
Amortization of goodwill against goodwill reserve (131,512)(b)
Equity in earmings 61,3563
Dividends declarad {10,699)
Balance at Decermnber 31, 2007 447 764
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(a) R 200,540 of this amount results from the Company’s capital increase through the transfer
of shares of the investee (Note 15).

(b} In June 2007, the Company purchased 49.5% of the capital of the investee from one of its
stockholders for R$ 328,082, and the internal goodwlil generated by the transaction was
fully amortized against a specific capital resarve {Nots 15).

{c) Financial information on the investees of BFRE Parlicipa¢tes, as wall as their operating
activities, are presented in Nofe 2.

{d) Of the total amount of R$ 5,067 allocated by the subsldiary BC In 2008, R$ 3,801 was
advanced during 2008 and R$ 1,266 is recorded as "Other receivables - Dividends
receivable from subsidiary {Note 8).

Collaterallzed Mortgage Notes (Consolidated)
Resources from mortgage notes {Consolldated)

Mortgage notes, which mature through November 2009, are restatad by the Referential Rate
{TR}, plus interest rates that vary from 9.60% p.a. to 12.08% p.a. (2007 - 8,70% p.a. to 10.20%

p.&.}
Resources from housling loan bills {Consolidated)

Housing loan bills, falling due through December 2011, are restated by the General Markst
Price Index {IGPM) plus interest rates varying from 1.55% p.a. to 10.25% p.a. (2007 - 4.28%
p.a. fo 9.80% p.a.) or the TR, plus interest rates that vary from 8.78% p.a. to 11.61% p.a.
{2007 - 8.36% p.a. to 10.00% p.a.), or by CDI percentages of 88% to 97% {2007- 91% to
94%),
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Mortgage Backed Sacuritiss - CRIs {Consolldated)

Mortgage backed securitfes:

Final INTEREST % INTEREST %
metusity INDEX pad. Senior  p.a, Junlor 2Q08 2007
Series 9 and 10 8.13.12 1GPM 12.00 12.00 4,084 3,854
Series 95 and 96 90127 TR 5.08 15.63 41,007
45,071 3,554
Current 4191 38
Long-term llabilities 40,880 3,638
45,071 3,954
Beorrowings
Borrowings includa:
Parent Company Consolidated
2008 2007 2008 2007
IDE (a) 181,207 83,954
Loan (b} 5,034 6,845
Loan fram TPG {c} 5,683 5,683 3,984
Banco ABC Brasil {d) 4,006 7,015
Banco Daycoval (e) 1,121 1,121
Banco ABN Amre {f) 51,160 51,160
Banco lta BBA (g) 52,033 52,033
108,876 1,121 289,123 102,219
Short-term 103,193 1,121 113,770 11,256
Long-term 5,683 185,353 91,663
108,876 1,121 209,123 102,919
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(a) Cradit line agreement obtained on March 24, 2006 by BS from tha inter-American
Development Bank (IDB}, in the amount of up to US$ 75 million. This is a seven-year credit
IIne, to be used in the first five years and paid in tha two subseaquent years, with applicable
interest rates corresponding to the LIBOR rate, plus 1.75% p.a., and it exclusively aims to
finance the acquisiticn of mortgage instruments {residential and commercial) and
commercial rental instruments, for subsequent issuance and placement of Mortgage
Backed Securltles {CRIs) backed by these instruments. At December 31, 2008, part of the
credit Iing, in the amount of US$ 75 milllon (2007 - US$ 47 million), has been drawn down
and R§ 102,575 {Note 4{c) and (d)) {2007 - R$ 82,519 (Note 4(z)) of this amount was
deposited in a restricted sccount.

(b} In 2008, it refers to a loan proporticnal to the ownership interest held in Klabin Segall Lapa
Empreendimentos Imobilidrios, obtained from Banco ABN, bearing interest of 0.8355%
p.m., maturing on October 24, 2009. In 2007, in tha consolidated, it refers to agresments
axacuted by BS with Invastors, in the original amount of R$ 8,368, considering the General
Market Price Index (IGPM) +1% p.m., for the purchase of specific porifolios of credit, which
will be subsequantiy securitized, and the resulting CRIs will ba deliverad to those investors
as paymant,

{c} It refers to a loan agreemant obtalned in Septermber 2006, from one of the stockholders of
the foreign investor, TPG Axon BFRE Holding, in the amount of US$ 2 million, with maturity
in September 2011 and interast of 4% + LIBCR.

(d) In 2008, this refers to a loan obtained from Banco ABG Brasil S.A., on Juns 30, 2008 to
pay for the acquired portfolios of real estate receivables, remunerated by CDI, plus
7.9562% p.a., with maturity on January 12, 2009, in 2007, it refers to a loan obtained in
December 2007, to pay for the acquired portfolics of real estate receivables, remunerated
by CD!, plus 3.0416% p.a., maturing in February 2008,

(e) In 2007, this refars to a Bank Credit Note, maturing on March 10, 2008 with remuneration
aquivalant to CDI + 0.5% p.m.

(f} Refars to a Bank Cradit Note, obtained on August B, 2008, remunarated by the CDY, plus
2.65 % p.a., maturing on August 3, 2009,

{9} This refers to Bank Credit Notes, remunerated by the CD!, plus rates of 2.50% p.a. to
3.98% p.a., maturing up fo January 28, 2009,
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Other Llabllltles

Other liabilities comprise the following:

Parent Company Consolidated

2008 2007 2008 2007

Taxas and contributions payabls 7.782 22,673 42,337
Amounts payabla for the purchase of

proparties (Note 18()}) 127,913 170,914

Dividends payable (Note 15} 5,971 1¢,072 5,972 10,072

Other (a) 3,852 82 22,684 5,076

17 605 10,154 178,242 228,399

Short-term 17,605 10,154 51,804 121,284

Long-term 127,435 107,115

{a) In consolidated, Ii refers mainly to credits to be relsased by the subsidiary BM in the
amount of R$ 4,607, provisions for guarantees of R$ 3,336 (Note 18 {d)) and trade
accounts payable in the amount of R$ 3,266.

Stockholders' Equity

The Company's capital comprises 413,905,831 (2007 - 399,545,062) common shares, with no
par value. The Company may increase lts capital up to the limit of R$ 10 billion, upon approval
of the Board of Directors, regardless of the decision of the gsnsral meating.

During the year ended Dacember 31, 2008, capital increases amounting to R$ 23,817 tock
place, through the issue of 14,360,869 commaon shares, as approved by the Stockholders'
Extraordinary General Meetings held an April 28, October 30 and December 29, 2008,

On March 8, 2007, the General Meeting approved a capital increase of R$ 31, thereby

increasing tha Company's capital from R$ 1,183 to R$ 1,214, through the private issue of
31,076 preferred shares, with no par value, pald-up in cash at the time of the subscription,
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R$ 26 of which through an advanca for future capital increase and R$ 5 from accounts payable
to the former stockholder. On the same date, the stockholders declded to reduce capital by

R3$ 1,212, without changing the number of shares, and ths funds ware mainly used to offset
the accumulated loss on the date of the evant,

At the Extraordinary General Mesting held on May 30, 2007, the stockholders declded fo
increase the Company's capital by R$ 15, through the issus of 18,067 new commaon shares,
paid up with a cradit that the subscriber had with the Company.

At an Extraordinary General Mesting held on Juna 18, 2007, the stockholders approved the
conversion of all preferred shares into common shares, Consaguentiy, the Company's capital
started to comprise 1,230,024 common shares,

At an Extracrdinary General Meeting held on Juna 27, 2007, the stockholders agreed to
increase the Company's capital through the issus of 200,540,334 common shares, in the total
amount of R$ 200,540. These shares wera subscribed and paid up by Ourinvest Real Estate
Holding §.A. through the fransfer of 20,208,266 nominative commen shares, with no par value,
which representad 50.48989% of the shares that comprise the capital of Brazilian Finance &
Real Estate Participages S.A., appraised at their net book value.

At an Extraordinary Genaral Meeting held on Juna 28, 2007, the stockholdars approved a
capital increase through the issua of 197,774,704 common sharss, all of which wera
nominative, in a total of R$ 329,381, of which: {a) R$ 197,775 was allocated to the capital
account, and {b) R$ 131,606 was used to establizh a spscific capital reserve for the acquisition
of investments, The shares were fully subscribed and paid up in cash by TPG-Axan BFRE
Holding, LLC,

The Company's by-laws prescribe the distribution of minimum mandatory dividends of 18% of
net income, after appropriation to the legal reserve, For 2008, managemsnt is proposing to the
stockholders the payment of a2 minimum mandatory dividend, in accordance with the by-laws,
int the amount of R§ 5,871 (2007 - R$ 10,072), as well as the retention of the remaining net
income for reinvestment in the activities of the Company, based on the capital budgat
approved by management.
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Also, in 2008, the Extracrdinary General Meetings hald on October 30 and December 29, 2008
approved the payments of Intarest on own capital to Company's stockholders in the amount of
R$ 17,642

Financial Instrumeants {Consolidated)

The financial investments are carried out at terms and rates compatible with those observable
in {he market, restated up to the balance shest/trial balance dates, and their book halances ars
represented by their market values (fair values), as described in Note 3i{i).

The Issue and placement of the CRIs In the financial market are carried out in accordance with
the available portfollo of the real estate receivables portfolio, which results in the matching of
the opsrations.

The CRlIs are classified in accordance with the parameters established by the Moody's, Fitch
or Austin rating agancies, with a fiduclary lien clause and structure of subordination and
contingency fund, which are guarantees considered to be sufficient by management to cover
possible defaults of the debtors. The interest rates practiced in the real estate receivables
portfollos and CRIs are compatible, and the valuation of the portfolios at market value is
consistent with the terms and rates practiced on the balance sheetffrial balance dates.

The Company's palicy is to structure its opsrations sa as to maintain the balance between
assets and liabllities aligned with current financlal market condltions.

The measurement of the market value {fair value) of the derivative financial instruments is
based on the pricing medels developed by managemant, which take into aceount assumptions
widely accepted by the market, and consider the economic snvironment of the valuation
period. In general, instruments with measurement based on market indicators have as
parameters, for purpose of datermination of their fair values, prices, rates and indices
disclosed by officlal agencies and institutions, including the Futures and Commaodities
Exchange {BM&F), the National Assoclation of Open Markst Institutions {ANDIMA) and the
Central Bank of Brazil (BACEN). Howevar, for instruments with measurement not based on
market indicators, Internal modsls are used, considerlng the characteristics of the products,
always trying to reflect the actual conditions for settloment of the assets. It is important to note
that such analyses are basad on conditions and prices applicable on the valuation date and
therefore, considering the volatllity of indices used, and also market conditions, realizable
values may significantly differ from estimates,
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The Company acquired from financial institutions, in the over-the-counter market, derivative
financial instruments comprising swap contracts, the notlonal amounts and respective
differentials payable of which are shown below. Such swap contracts ware mainly acguired to
hedge the Company's eperations and will be held to maturity.

The determination of the market value (fair value) by the Company was made with the direct
partlcipation of the Market Risk area, which adopted as ons of its main assumptions the use of
rates and indices disclosed by BM&F and BACEN, as appllcable.

Foreign exchange eccnomic hedge contracts acquired (IDB funding - Note 13{a) and Note 4}.

2008

Amigunl

{payablay

Notfonal  recohmabie Amaunl Amaunt

Maiurity Index for purahanar index far eslier BNt fcurve)  Falbvalup ipaid) eeahned Regulls
Uil 05.15.09 A0+ @.70% pua. IGGPRE + §0,70% oA, 88,742 1,735 2, EdZ 2,842
Up l805,16.63 S0+ LIBGR +1.75%% p.a. 100.03% of C0l 85,279 1,135 1,58 1,526
Up 10.05.15.09 USD+ LIBOR + 1,75% p.a, IGPM + 8685 pa. 7980 154 ] 1802 2,338
Un i 11,1808 A0+ 457758 pa. IGPM + 4 G272% p .8, 5,805 2818 3,253 i Ha18
Up s 11,1508 LRECH+ LIBOR + 1.75% p.a. IGPM + 4605 pa. 63,845 FER K 23,176
SLRERFAY] S0 « LBDR * 1.75% p.a. GO + B-BE% p.a. 47,918 {216} 13,255 13038
U fo 06, 1502 R0 + 4,47% poa. IGFM +8.50% pa. BIET 411y ATy
Up 12 05.15.08 LIBOR + 1,7876% p.a. TETTEY pa, 5187 144] 132}
Up 10 05,1408 LIBOR + 1.7875% p.a. USD + 7 BIEEY p.h, £1,968 {eary 674)
Upio 05.14.04 USD + 7.66% p.a. 1GPM + 8.50% p.a. 81,054 7,200 18,350
Upr i 05 13.08 USD + 7.1188% pa. 1GPM + 10,304 p.a. aAaTd 11,188y {356}
Ug I 051408 UED + 71087% pa, 13FR + 13.60% p.a. B,168 [a88) {838}
sh4Y £158 {10, 747) 36,208 34,337
2007

Amounl

{pryanlayf

Hotlonal  racalvabla Amaunl Amatint

Maturity Il far purshager Index far =srar Aot folwwt]  Falr vaua [pawl) racahrad ReEulls
Upio 05.15.08 VS0 + 3,47% pa, 1GPM +8.50% p.Ba. B.187 62 41 B2
Ul 06,1508 LIBOR + 1.7875% p.a. TATTES DA, 51BT {11 147] SR1]
Up o 051408 LIBOR + 1,7870% p.a. USD + 7 BHES p.a. d1,854 [113) 1431) {115}
Uplo 05.14.04 USD + 7.85% pa. IGEM +850% p.a, 1,858 217 A3 i
Up e 051308 USD + 7.1169% poa. IGFM + 10.300% p.a. BATD Em} 2 11.508) {1,705}
Up o 05,1408 VS0« 7, 10875 {0, 1GPM + 13,50% poa, 8,184 [147) B 12,278 {2.25E)
Up I 05.14.08 USD + 7 5M7% pa. IGFPM +9.87% p.a. 08, 188 [t1.330 11,330
Upio 05.14.08 UED + 7.5M7% pa. I3FM + 8874 p.a. 2,362 {360 [260)
Up la 061808 USD + 5.80% pa. 1GPM + THEY% .2, 5023 1342 {1,242}
Uplo 051548 USD + LIBOR + 1.78% p.a. IGPM +825% p.a. 7,253 {824 [835)
Uplo 11,1607 USD + 8.2527% pA. IGAM + 13,384 p.a, 278 {130 (120}
Up ko 05,1547 USD + LIBOR + 1.75% p.a. IGFM + 13,565 p.a, 261 {37] {2d)
(E28} BF [17.ei1) [ALREAN
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Contracts acquired as economic hedges for securitized transactions (Swaps of series 80, 81,
82, 83 and 111 {Nota 6)).

2008
Amaunt
{peyetlay
Motfanal  recalveble Aot Ll
Maturity Index for purcharar Indtex Tor gatlar Brvoinl {curys}  Falrvalua {pald} recehnad Razully
Up bo . 24,18 TROD = 10.EQ% o8, [*] IGPM + B,40% p.8, 0,078 {873 (L) {1,673
Up k07,2898 TRE + 10,30% p.a, I3FM » B.78% p.a. 5O (48 27 {48}
{2024} {51} LAY

"] TRD - DALy [larasl Rafrancs rdoy

In the specific cases described below, the Company engaged exceptionally in transactions
Involving derivatives, as approved by its Executive Board, that enabled the sale of CRIsto a
local investor, with a view to davaloping this market internally (Nots 4).

28
Ameurt
{payablaj
Hottonsl  racahvalils Amount Aumount
Maturity Indno: for purciaans Index for saltar ameunl {eurve) __ Falr valwe {paldl __ regdlved Reaulla
Up o 0813.90 1GPM + 10,16% p.a, TRO + 18.50% p.a. B3 {45) {i0] [B2) B
Up b 101314 iGFM = 10,9711% pa. TRD + 14,60 p.a. 202 T2 43 123 FH B8
Up a2, 1318 13PN + 3,70% pa. TRD + 16,00% p.a, 4,570 [174) T8 (105 1410
_[1_4_?:1 1,184 [190) 22 2,084
2007
Ameunt
[payatiay
Halonal  recabvebia Amaunt Amunt
Malurity [nhex far purchaser Iiwfax For Gallar amounl [eurved __ Falr valvi {paldj racalved Reaukta
Up1o0B.15.10 [EPM * 10.15% p.a, TRD + 16,51% p.a, 124 [14d) [165) [139) UL
Lpie 10,1354 ISPM + 10,6711% pa. TRO + 14.80% P, 3402 [162) {89) (133 F2 g
Up1a02.13.15 IGFM -+ B, 7% pa, TRO + 1500% pa. 8,813 {511} [r48) [270) oa7
{307} [1.007) [543 i

As required by CVM Instruction No. 475 of December 17, 2008, please find balow an analysis
of the sensitivity lavel for @ach type of market risk considered material by management, by
financial instrument for which the Company's management is responsible.
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Frahah'a
Transactlon Rlsk gcerario (l] Scenaroll Sconarolll
CRIIn IGPM {assels) Risk of tirop In 1GPR {88} {242 {484}
LI In TR {assets) Rigk of drap In TR {3,183 (5. 780) {17,580}
LH n TR {arests} Risk of drep In TR {1,107 {3,045 {5,000}
"Swap" IGPM x TR Rigk of Incramaa In IGRM and drop In TR 1,707 (3.853) {7.905}
Fatelgn Exchangs Hedga ) gan . Risk of Increass In exchangs rates and 15EM £7.430) 153,555) {80,E01}
Fovelgn Exchange Hedg®  sywaP - Risk of [ncraass In exehengs rabes and [GRM 10,080 55,601 100,892
Forslgn Exchange Hedgs et affaat ' 2641 1.826 1,201

Probable Scenario {I):

Assets were classified into 2 categeries;

Financial instruments with measurement based on market indicators, i.e., which can be
measured basad on prices, rates and Indlees used as a reference in the market.

Financial instruments with measuramant not basad on markst indicatars, i.e., for which
market indices are not sufficiant to reflect the actual conditions for financial realization.

For financiaf instruments with measuremant based on markat indicators, conditions prevailing
in the market on the valuation date (prices, rates and indices disclosed by official agencies and
institutions, including the Futures and Commuoditias Exchange (BM&F), the Mational
Association of Open Market Institutions {ANDIMA) and the Central Bank of Brazil (BACEN)
were considered, This results In the detarmination of a2 value that approximates market vaiue
on the valuation dafe.

For financlal instruments with measurement not basad on mariet indicators, internal methods
wore used, as proposed by the Risk srea and ratified by management, on a conservative
basis, i.e., scenarios unfavorabla to the financtal Instruments were always used, by focusing on
adverse conditions. A shock of 1% (one per cenf) was usad for the yiald curves of asset
positions and of -1% {minus one per cent) for the yleld curves of liability positions, which
rasulted in a llkely financial loss in a situation of paralte! change in the structure of interest
rates of said instruments. For such, the valus of price elasticity in interest rates of the most
significant portfollos (as defined by management) was determined.

Scenario {ll}:

Once tha values at December 31, 2008 were defined and updated for conditions described in
the current scenario, a warsening of 25% of the reference index was applied, as provided for in
CVM Instruction No. 475 of December 17, 2008.
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For axample:

Financial instrumsants with measurement based on market Indicators:

Index U.S. dellar
Rats used for accounting purposes FTAX rate
Probable Scenario (1) Future U.5, dollar exchange rate BM&F
Scenarig || Future U.S. dollar exchange rate X 1.25

Financial instruments with measurement not based on market indicators;

Index Coupan + indax

Rate used for accounting purposes Accruzl to the base dats

Frobable Scenario (I} A shock of 1% was applied to yleld curves
of pasltlons

Scenario |l A shock consistant with the worsening of

25% was applied to yield curves in the
probable scenario situation.

Scenario (ll):

Once the values at Dacember 31, 2008 were defined and updated for conditions described In
the current scenario, a worsening of 50% {fifty per cant} of the reference index was appliad, as
provided for In CVM Instruction No. 475 of December 17, 2008.

Financial instruments with maasuremant based on market indicators:

Index U.S. doliar
Rate used for accounting purposas PTAX rate
Probable Scenario (1) Future U.S. dollar exchange rate BM&F
Seenario 1 Futurs U.5. dollar exchange rate X 1.50

Financial instrumants with measurement not based on market Indicators:

Index Coupon + index

Rate used for accounting purposes Accrual to the hase date

Frabable Scenario (1) A shock of 1% was applied to yield curves
of positions

Scenario Il & shock consistent with the worsening of

A% was appliad to yield curves of
positlons in the probable scenario
situation.
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It is important to emphasize that the results presentad in the sensitivity analysis refer to
simulations that involve, especially in the case of Scenarios Il and [Il, strong "stress” situations,
and a statlc portfolic position at December 31, 2008, considering the probable scenario. In
such stress situgtions, we tried to estimate the shock in the yield curve consistent with the
worsaning as establishad in the CVYM Instruction described above. Thersfore, they do not
reflect any changes resulting from a dynamlic market or by actions that may come to be
performed by the Company to minimize any risks involvad.

Relatad Partles {Consclidated)

The balancaes of retated-party fransacttons can be summarized as follows:

2008 2007
Aasels Income Agsets Income
Description {llabllitles) ({expenses} {llahilltles) (exponses)
CQurinvest Assessoria da Investimentos
Subleazs {306) {77
Qurinvest Empreandimentos
Amounts payatia {a) (74)
Baneco Qudnwvast
Markstable securties o
Technical advice [b) 1,512
Sublease {1,121)
Commissions {c) (1,645}
Acqulgitlon of quotas (d) {1,762)
Amuvunts payable (5) {168) 118 {837}
Amounts recalvable (a) 278 406 1,904
Qurinvest Partlclpagbias
Marketable segurities (235)
TPG Axan
Borcowlngs (Mota 13} {7,103) {1,688) {3,084 175
Uividands payable (Nata 15) {2,922) {4,986}
Ourlnvest Real Estate Holding 5.A.
Dividands payable {MNoka 15) f2.881) {5 086)

(&) Amounts to bs transferred related to cradits that, although assignad, have thelr callections made by the
Company under the Private Instrument of Assignment of Real Estate Cradits executad on March 30, 2004, and
maiure on May 2, 2000 and accrus Interest at a rate of 12% p.a. + IGPM.

{b) Servicas randared.

{e) Commission for the distdbution of Mortgage Noles (LHs) and Housing Loan Blils (LCls).
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(d} Llabllitles for the acquisition of investmant fund quotas,

(e} Ralmbursamsnt of expenses,

Other Informatlon

At December 31, 2008, BS had optlons and commitmants to purchase real estate recelvables
totaling R$ 844,606 (2007 - R$ 257,120}, which may be exarcisad until June 28, 2011.

The resulf from securitization activities was as follows:

Incoma from merigage loans not yet securitized
or restrivted to guarantead CRIs

Incoma from fees for allocation and structuring of transactions
and other services

Discounts on the purchase of recelvablss and premiums on
the sale of CRIs

Income from morigage loans sacuritized
ar restricted (o CRIs with no guarantee

Financial income

Expenses from CRIs with no guarantee

Result of securitized transactions
in the year

Elimination of tha portion relating to the period prior to the
acquisition of the investee

Total consolidated results

2008 2007
41,158 14,619
2,102 1,376
12,986 5,340
56,246 21,335
328,741 222,391
2,789 2218
(818,317) (215,347)
13,213 9,262
69,459 30,597
(5,544)
69,459 25,053

Income from services renderad comprises financial advisory services, asset managemsnt and

fees for the structuring of opsrations and real estate funds.
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Other operating income (expenses) in consolidated include RS 5,803 (2007- R$ 3,385) relating
to the emortization of portions of goodwill on the merger and the reversal of the equivalent
portion of the provision for goodwill of BM and BS {Note 2{iii) and {i)). Also, other operating
expenses Include, both in parent company and in consclidated, the amount of R$ 3,336 related
to the additional monthly result to Funde de Investimento Imobiltdrio Shopping West Plaza
providad by the Company (intervening parly in tha contract for the assignment of rights in
connaction with the 30% Interest held in the Shopping West Plaza venture), for the period of
48 months from the contract date.

ncome from the assignment of real estate receivablas in 2008 includes amaounts retated to
contracts for assignment of future real esiate receivables in connection with the lease of
vantures in Fundo Premier Really, which have been appropriated to results considering the
flows estimated in the respactive contracts.

Breakdown of Income and Soclal Contribution tax bases:

Parant
Company
2008 2007
Income before taxation and after profit sharing 29,422 58,801
Additions
Cther permanant andfor termporary additions 35,294
Exclusions
Equity in the earnings (losses) {27,461) (61,363)
Intergst on own capital {17,642)
Taxable result in BFRE Participagies until March 31, 2008 (562)
Incomsa and social contrlbution tax loss carryforwards offset (2,452)
Tax base (income tax and soclal coniribution) {16,599) {2,452)
2008 2007
Incoms Social Income Saclal
tax  contribution tax contribution

Income tax and social
contribution dua 4,026 1,494
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In 2007, cartain subsidiaries offset income fax and social contrlbution loss carryforwards, thus
reducing income tax and social contribution expense for the year by R$ 8,203 in the
consolidated financial statements. Algso, tax cradits ware recognlzed on temporary differences,
in the amount of R$ 6,675, in the consnlidated financiat statements.

In 2008, the subsidiaries BM and BS had unrecorded tax credits in the approximate amount of
R$ 3,340 (2007- R$ 5,313) on unrealized goodwill, which ars being recognized over a 60-
month period {Notes 2{ili) and {i)). The investee BM Sua Casa, in its individual tax registers,
has tax credits referring to unrecorded income and soclal contribution tax loss carryforwards in
the combined amount of R$ 7,098 (2007- R$ 2,280). The income tax returns filed by each
company In the past five years are subjsct to review and possible additional assessment by
the tax authorities. Cther taxes and contributions remain subject to review and approval by the
respectiva authorities for vartable pariods, in accordance with applicable lsgislation.

At December 31, 2008, BC was responsible for managing the following enterprises which
totaled approximately R$ 2.2 billion {2007 - R$ 1.9 billion): HG Realty BC Fundo de
Investimento em Pardicipagdes, Vivace Vila Romana Empreendimentos Imobiligrics, HG BC )
Fundo de Investimento em Participagdes, Klabin Segall Lapa Empreendimentos Imobilidrios,
BC Residential Receivables L.P., Fundo de Investimanto Imobilidrio Hotel Maxinvest, BCRE
Development Fundo de Investiments Imobllidrio em ParticlpagBes, Parque Cidade
Incorporagde, Fundo de Investimento imobiliario Brazilian Capital Real Estate Fund [, Fundo
de Investimento Imobiliario Comercial Progressivo Il and Fundo de Investimento Imobilidrio
Premier Reslty.

The companles are not parties to any judicial and administrative proceedings of a tax, civil or
tabor nature which would require the recording of contingant liabilities or legal obligations.

At Extraordinary General Meatings held on November 13, 2007 and April 17, 2008,
stackholders approved and ratified, respectively, the First Stock Option Plan ("Plan®), to be
effectively granted through Option Agreements ("Agreements"), to managers and employeas
who hold senlor positions in the Company or Its subsidiaries {"Beneficiaries”). On May 2, 2008,
stock options were granted for 7,323,636 nominative preferred shares of the Company,
corresponding to 1.8% of the total shares comprising the Company's capital existing at the
Ptan approval date.
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By December 31, 2008, no option had been exercised, becauss, as provided for in the Plan
and Agreaments, options granted shall only be exercisable after the elapsing of relevant
vesting periods, which are as follows: the 1* third of options granted may be exercised by the
Beneficiaries as from May 2, 2009; tha 2™ third as from May 2, 2010 and the 3™ third as from
May 2, 2011. Any ferminations of Beneficiaries that may occur during the vesting periods shall
comply with the provisions established in the Pian, as to whether the aption may be exercised
or not, taking into consideration principally the reason for the termination.

As from the time optiong become exercisabls, i.e., after the slapsing of the raelevant vesting
period(s), Beneficiaries shall have two years to express their interest in exercising the option
("Option Exerclsa Pariod"). After such period has elapsed, if the options remain unexercised,
all rights granted shall expire.

The price established to exerclse the option was R$ 1.665438081 per share, monetarily
adjusted basad on the KGPM fluctuation during the Option Exercise Period. in this way, the
price shall be adjusted from the time the Beneficlary is entitied to exercise the Option through
the effective exsrcise of it.

As requirad by CVM Resolution No. 582/08, which approved CPC Pronouncement No. 10 -
Stock-Based Compensation, the Company estimated the fair valua of stock options
considering the grant date and based on comparisons of mathods adoptad by pesr companies.
The revenue multiples method was adopted based on quotations available on the market. The
methodologies used are justified because the Company is not listed and does not have its
shares frequently traded on markets. As a result of the study described above, we have not
arrived at a positive fair value for the aptions, and thaerefore no accounting entry was requirsd
to be made.

At December 31, 2008, the properties for rant that pertain to the real estate funds, of which the
Company and its subsidiaries are controlling quotaholders, comprised the following:
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2008
Agcumulated
Mumber Cost  dspreclation Net
Vantures {*) 7 110,145 {7,298} 102,846
Incoms fror the assignment of fulure real astate
raceivables {27.664) (27 684}
Total 7 82,461 {7,299 75,182
2007
Accumulated
Rumhbar Cost dapraclafion Nat
Yentures {**} 3 182,183 {4,728} 157 455
Apartmants 415 45,654 (663) 43,031
Income from the assignmant of futurg real 2state
raceivables {58,201} £58,201)
Tetal 418 148,678 {5,381} 144 285

{*} IBMEC, JK Farah and rasldentlal buildings.
{**) IBMEC, JK Farah and Shopping Wast Plaza.

The investments ware acguired based on the market value of the properties, which are
supported by appraisal reports prepared by independant companies, based on projections of
future performance of tha flow of income and expenses discountad to present value.

Additionally, during 2007 and 2008, properties for rental under construction were acquired for
R$ 235,282 (2007 - R$ 191,790). Soma of thesa properties, which were completed or under
construction, were acguired in a credit sale, and the Installments fallling due amounted to

R$ 127,913 {2007- R} 170,914), recorded in "Other Liabilities". This total includes R$ 78,327
(2007- R$ 989,350), which is pegged to the INCC and R$ 24,118 (2007 - R$ 23,540) at 50% of
the CDL. In both cases, the maturity of the llabillty is directly related to the status of the
projects.

Income from the rental and sals of properties refars to both the rental of propertiss, in tha
amount of R$ 5,030 (2007 - R$ 13,670}, and the sale of properties, malnly those comprised in
Fundo de Investimente Imobilfario Premier Realty, In the amount of R$ 43,533 (2007 -

R$ 43,770).

53



Brazilian Finance & Real Estate S.A.
and Subsidiaries

Notes to the Financial Statements

at Decamber 31, 2008 and 2007
All amounts in thousands of raals unlessa otherwlse indicated

(k) The properties for rent, owned by the real estate investmeant funds, as wall as the owned and
rented assets, are insured agalnst risks, and the maximum amounts are as follows:

2008

Number of Maximum

Insured Type of risk

Nature of the asset assats coverage covered
Commaerclal projects 1 (1) 55,000
Prajscts under construction 1 (2) 137,000
Buildings 1 (3) 1,600
BM Sua Casa stores 18 (4) 2,420
2007

Number of Maximum

insured Type of risk

Nature of the asset assets covarage coveargd
Commerclal projecis 3 {8) 218,300
Apartments 415 {7) 39,213
Buildings 1 {3) 1,500
BM Sua Casa Stores 5 {4) 150
Vehicle 1 {5) 310

(1} Collision, fire, robbery, breakage of glass, aircraft accident, portable equipment and
devices, loss/paymant of rental,

(2} Full coverage of work in progress and assembly installation, damages resulting from
project errors, clearing away expenses, cost of rescue and damags containment, special
expenses, comprehensive maintsnanca and civil liability.

{3) Fire, lightning, explosion, electric damages, spillage of water or liquid from automated
devicaes, expenses to restore records and documents, electronic equipment, crash of
afrcraft or any other airborne craft, civil liability, robbery or theft of assets, Interruption of
husiness due tc material damages.
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(4) Fire, lightning, explosion, electric damages, expenses to restore records and documeants,
robbery or theft of assats, riots, civil liability.

{5) Physical damages and bodily Injury.

(6) Fire, lightning, explosion, gala, hurricane, cyclene, tornado, hail, smoke, electric damages,
thaft, ground vehicles collision, crash of aircraft or any other airborna craft, employese
loyalty, electronic equipment and portable devlces, spillage of water or other liquids,
breakage of glass and luminous signs, riots, strikes, flooding, colllsion, robbery and fire

{garage).
{7) Fire, lightning and explosion.

As described in Nota 1, the Company holds 100% of the quotas of Fundo de Investimento
Imobiligrioc Premisr Realty. These quotas were offered as guarantee on the assignment of
futura raal estate receivables in connaction with the lease of ventures, which have been
securitized.

Informatlan Required in items |
Through Il of Article 3 of CVM Instruction
No. 414/04 (Relatad to Brazilian Sacurlties)

Please find below information related to the monthly volume of acquisitions, as well as
percentage of payments and defaults related to said credits:

Acquisitions

Number of Number of Original
Month fransactions _ agreements amount
Jan/f2008 8 47 3,824
Feb/2008 8 112 11,801
Mar/2008 B 205 60,088
Aprf2008 o 22 73,306
May/2008 10 428 87,340
Jun/2008 6 293 76,112
Juli2008 8 58 316,186
Augi2008 4 25 40,477
Sep/2008 & 78 06,940
Oct/2008 7 116 17,600
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Acquisitions
Numbar of Number of Originai
Month transactions agreaments amount
Now/2008 5 111 13,959
Dec/2008 7 84 82,818
749 2,295 851,470
{0} No retrocession fransactions were carried out during current year.
(c) Non-default and default.
CRI's
Date of Base Date: 12.31.08
anrotlment
with Mumberof  Original
Cotip CRI's _agresments amount % = Nan-default % - Default ("}
01.13.08 85 106 13,558 95.9% 4.1%
02.13.08 86 and 87 200 32,763 89.0% 1.0%
03.13.08 88 231 30,943 98.3% 1.7%
03.13.08 20 and 80 269 25,488 97.7% 2.3%
04.13.08 92 and 93 93 20,330 100.0% 0.0%
04.25,08 o1 1 64,522 100.0% 0.0%
05.01.08 25 and 08 879 45,582 96.6% 3.4%
05.09.08 94 3 22,734 100.0% 0.0%
06.04.08 a7 1 10,246 100.0% 0.0%
06.13.08 98 and 99 66 19,658 88.2% 1.8%
07.10.08 100 1 288,000 100.0% 0.0%
07.28.08 101 1 19,831 100.0% 0.0%
8.13.08 104 1 a5,750 100.0% 0.0%
09.13.08 105 86 17,330 100.0% 0.0%
09.13.08 106 76 10,056 100.0% {.0%
09.13.08 108 1 27,000 100.0% 0.0%
109 and
09.13.08 110 480 43 421 100.0% 0.0%
09.21.08 107 1 21,200 100.0% 0.0%
10.13.08 111 293 47,529 100.0% 0.0%
12.01.08 112 1 24,694 100.0% 0.0%
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Date of Base Date: 12.31.08
anrollment

with Numbar of  Original

Catip CRI's _agreemsants amount % = Non-defauit % - Default (*}
12.13.08 113 114 16,163 100.0% 0.0%

2,504 848,796

{*) The percentage of default was determined considering the debit balance of agresments in
default for more than 90 days in relation to the restated balance of the CRI In question.
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Indepsndent financial statements by issue of CRi in trust.

Chi

Sasfoy 3 and 4
Eevlag 1510 17
Sesins 26 and 27
Sories 28 anf 29
Eariwg 23 anf 31
Sariar 24 4 36
Sarles 35 Brd 37
Sariet 40 and 41
Garea 48

Saries 47 and 48
Sarfes 48 Bnd E)
Swies & and 52
Erdfes 53 and B4
Eodlen 56

Sevey 67

Eerles %6 and 59
Serias 60 and 61
Eerlas B4 and 85
Serlas B

Earlas BT and 68
Sarles &8 and 10
Sqries 71 amd 72
Sarles 73

Seorles T ord 75
Sarlea 78

Eardes 17
Sares 74
Sare 73

Ewriea 80

Saras 1

Heales 42

Sndles 3

Sifes 86

Sevlas A8 and &7
Sorlaz 68

Serlas 85 and B
Eorlas B1

Sorles 92 and 43
Serjns 04

Eerles BT

Currant asasts
Amaynte
recabrabile
for the sale
Mongega  Asaela af asaste
LGanhand Financisl ralibed rollor nol farown
Talal banks Inwestments recelvaldea own Uas [T}
521 1 124 &4
8,706 A 1,048
g241 ] 423
2,823 25 1,103 78
5,555 a4 1,716 143
1,118,112 22 28,730
4,258 P 133
5308 a0 1446 205
81,030 1,702 150
2,p04 G& 35 1,201
16,871 1] 403 5,481 441
20,E37 191 11,684
4,184 51 F24 1,864
G534 az 2103 2,353
024 27 187 4737
12,288 B G50 4,354
13628 -] ara 4 845
51,505 E,lB6
17427 7 B,728
10627 B b= 1,635
#a.810 AR M 11,283
13,214 2% 1,418 3,276
e 3 47H 2,564
ma32 43 1,354 B, B2
a09E a 381 B0z
10292 €4 A 2,808
1941 410 1,087 4104
10,387 2548 2410 2,672
15,428
20,702
20,708
20,752
11,203 21 wh4 &231
22 583 L:E] T.567
14977 H 4,5M
30,855 aa S7a 29,584
29,150
T.E1A B2 s 1,245
20,087 Ba2 20 AL
B,9%0 R

b8

Hon-
Han.cirdat Eurrant EAUT AT
Mertgags Margaga Darivathe Mortgege
Finmnclal rHRted Talal backed Tinancial backad Sacoritiesd
Investmants _racelvables Neblicsan nocwities  Pdlrumanis sourtien oparatians
2pp 28 [521) 1521) a
762 [8.6a0) 1,028) (7884 14
164 36 {653} 1206} (=8 287
M 75 16802 (519} (a4 220
1,285 2387 {4423 {1,550 2 B76 1,130
1066380 ({1,114,830% {28,867} {1,085 5y 271
4 2,732 {4,236} B} [R50 1
303 3 {8,130) {1,287} (2013 258
137 gt+,670 (81,018) {&.148) (E2.502)
1,209 {20} (1073 [1.247) 204
1,247 TE51 [14,368) 14,539] {B.B25) 1,208
7,821 7741 {26,875} {5.083) {1,784} a0
2,246 3,731} (1,189] {20 =53
Pl 21,402 {54,508} [3441) (BRSNS LTy
a3 4,387} (1.%4) a4 Thd
Lt] 7110 {11,585} (B85 {7 AET) 40
8,326 {13,025} [4,027] {8050} B
53,500 {ﬁ1.22ﬂ} (B30 Ed351) ara
-H] 10,8510 {1724 [B.F55 1477} 185
8,022 10,527) (a1 (18358}
120 M EFT a8, 238] (B3] [£4,90E} 1871
65 8,228 {12,215) [.484) (#0350}
3360 33,013 (28,3801 (2267 [2E054] 11,057
14870 11,504 {18.088) {4714 [14,364] 1.242
B5E [EA1S) [3.354) (5,053 £
605 8,514 {10,289] 2T (7958 23
353 8472 [12.402) {3.0-11 {+0,472] 1A
gazIe  (HEH) {3,458 64 765
15,4 [15.442) (B3] [14,674]
20,708 (20,641 (Ead) [18.817] a1
20,73 420,856 7 {20,485) &3
$0,782 (20.E53) (193 {20,643 1e
856 7002 i {2,747} H,356 198
A.8ED 10,188 {21,818) {rasd) {19,968) 754
202 BLE& PI45IT) {4,195 {10,778)
{30, 240) {4.240) {28,029] 393
26,133 125,420 {29130
165 5,104 (B a0y {4851 762
10,084 i, 288 7401 {11,353] ™
B, B34 (BLEan) {1,436} {8,564



Brazillan Finance 8 Real Estate S.A,
and Subsidiaries

Notas to thae Financial Statements

at Decembar 31, 2008 and 2007
All amounts in thousands of reals unless otherwlee Indicated

Lorvanl aseels Non-
Non-curmemt Currant curngnl
Amounta
raselvable
for 1he gnte
Mortgege  Asbils ol msgats Margags Mortahpy Darhvathe Morigags
Cash end Fingncla! rotaled natbor  notfor own Finenelal ralutad Totat backed financial hacked Zacurilixed
CRI Tolal meaata barka invaslmanls  recsbcibles _owm usa ues nvsalmenis racobvables  llabilHies sonvrities _ Instrumanis wacumitlon operaliona
Saries 42 and G 12,648 ar 1,104 4,584 ETH [12,545) [ 484} {8,081}
Seres 100 3, 7H 18183 288,518 [203,71 {16,183} (284,518}
Garlea 101 B.242 5242 [5.88 [L1] 16473} ]
Sarles 104 3Iraag H 4B 532 L] 35,164 A6 5H2) (B12) {38, 1B} k]
Sarlsa 105 18,608 B3 am 1,470 BAT4 18,581) {8,184} {10,415} 27
Sorlea 106 9412 ] 173 243z 5,748 [B.208) (1401] [¥.7B7} 124
SRangs 107 24,600 2 4G9 21,138 [21.598) [464) #1130 2
Bartas 105 28,1594 28,194 28, 184) {28,1654}]
Saray 109 sd 110 A5,37F 163 E{rg 189,687 24 71E [ 0:3G) L1BRIN {26,863) i
Sedter 111 AT,750 518 4,554 15,051 27654 [47.750) 112,6684) {36,001]
Saudug 112 25,319 26,215 [24,808) {24,607 iz
Sevlon 113 18, 28F ] am 15, ERG {18,233§ [2567) {13,8B7] 53
Tatal wilh re quarantas 2552 14r 5,803 23,114 274 162 285 [ 53] 2T7E2 _ 2BN.255  {2.603330) (197, 741) 2&21] I?IE»U:! 554) 28 80T
Sarlac® snd 10 1,603 id B4T 504 o] L1 dra {40864 [1438) [ 5.6605) {005}
Sarlea 95 and £ 40,673 182 =5 18 5825 (41,907 (4,033) {25874 34}
Taly with guarenles 42,642 1a0 234 § 737 [53 TR 251 36198 145,071} [4: 192 LH06T8) & 129}

5o



(8)

Brazilian Finance & Real Estate S.A.
and Subsidiaries

Notas to the Financlal Statements

at December 31, 2008 and 2007
All amourits In thousanda of raals unless otherwlee Indicated

Also, Notes 6, 7 and 12, "Securitized Transactions", "Mortgage Loans” and "Morigage Backed
Securities”, respectively, have the balances related o their raspactive transactions / issues
disclosed on a segregated basis, by lssus of CRI in trust.

The Company does not have any issue subject to GRI rating report updating, because it does
not have any issues with unit par valua lowsr than R$ 300, nor Issues that include tha
ohligation of preparing a risk rating report, as provided for in item 7 of Article 7 of CVM
Instruction No. 414704,
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