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| NDEPENDENT AUDI TORSO REPORT

To the Administrators and Shareholders of

Independéncia S.A.- current denomination of F 1 Carnes e Derivados Ltda.
(in judicial recovery)

Sao Pauladgi SP

1- We have undertaken a review of the balance sheet of Independéncia S.A. - current
denomination of F1 Carnes e Derivados Ltda. (i n j udi ci al recovery),
the period ending on December 31, 2009 and of the corresponding income statements,
changes in equity, cash flows and explanatory notes corresponding to the exercise

ending on that date, prepared under the responsibility of its Administration. Itiso  ur
responsibility to expres s an opinion concerning these financial statements.

2- Except for the subjects commented on in paragraphs 5 to 7, our review was carried
out in accordance with the applicable auditing norms in Brazil and comprised:

planning of the studies, considering th e relevance of the balances, volume of
transactions and accounting systems and internal controls of the Company;

verification based on tests, of evidence and records which support the values and
accounting information published; and assessment of the pract ices and most
representative accounting estimates adopted by the Company Management, as well as
the presentation of the financial statements taken as a whole.

3- The financial statements of the controlled company Independéncia Guarani
Sociedad Anonima rdative to the exercise ending on December 31, 2009 were
reviewed by other auditors, and the report dated 15 March, 2010 qualified
Independencia Guarani Sociedad Anonima 's incapacity to fulfil the financial
commitments assumed on the acquisition of the Fri gorifico Guarani S.A. industrial
refrigerating plant, which resulted in the return of that industrial plant as a means of
cancelling those financial commitments.
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To the Administrators and Shareholders of

Independéncia S.A.- current denomination of F1 Carnes e Derivados Ltda.
(in judicial recovery)

Séo Pauldi SP

4- The financial statements of the controlled company Nova Carne Indulstria e
Comeércio de Alimentos Ltda. (in judicial recovery) relating to the exercise endingo n
December 31, 2009 were reviewed by us, and our report dated 14 January 2010 had
qualifications with regard to the fact that Nova Carne was carrying out commercial
sales operations for controlling company under conditions as defined by them which
differ f rom those practiced in normal market conditions. It also qualified the amount

of R$5.818 thousandr ecor ded under the OFi xed Assetso,

documental support that the company continues to be in effective possession and
control of the items there recorded. The same report also emphasized that Nova
Carne is implementing its economic -financial restructuring plan, and is seeking to turn
around the working capital deficiency situation and increase its operational activity
with the aim of ac hieving the financial balance which it seeks; thus the financial
statements were prepared and presented on the presupposition of resumption and
normal continuity of Company business and did not include any adjustments relating
to realization and classifica tion of assets, or to values and classification of liabilities
which would be requested should the company be unable to continue its operations. It
was also emphasized that insurance cover had not been taken out against eventual
losses and that the stateme nts of 31 December 2008 which were presented as means
of comparison were not audited.

5- We did not receive answers from all the financial institutions recorded in current
assets, current liability and non -current liability. We were therefore unable, (even)
applying additional auditing procedures, to form an opinion as to the accuracy of the
balance presented in the balance sheet on 31 December 2009, nor to form any
judgment as to the existence of those amounts.

6- Due to some limitations encountered du ring the auditing procedures we carried out
under the heading OProperty, Pl ant and
confirmation of the existence of fixed asset items via physical inspection tests and,
due to lack of support documentation as proof of p roperty, it was not possible for us
to form an opinion on the accuracy of the balance of the fixed assets presented in the
balance sheet on 31 December 2009.

Equi p
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Independéncia S.A.- current denomination of F1 Carnes e Derivados Ltda.
(in judicial recovery)

Séo Pauldi SP

7- The Company does not have the necessary checksc oncer ni ng t he headi

Payabl edéd, ORescissions Payabled6, 0Socidal Sec
and o0Service GKFr&LTENt ae ak b md | tke cleditramauftfo et 6 f
R$8.049 thousand, R$5.516 thousand, R$24.942 tlousand and a debit amount of

R$684 thousand respectively, and we were therefore unable to make any judgment on

the record ed value, even using additional procedures. Consequently, it was not

possible for us to form an opinion about the accuracy of the amounts under those

headings.

8- On 31 December 2009, the Company did not make provision for income tax and
social security contributions on the profit to the amounts of R$87.676 thousand and
R$31.572 thousand respectively. Thus the year-end result and equity recorded at that
date are presented overvalued by R$119.248 thousand.

9- In our opinion, with the exception of the possi ble effects that might result from the

matters raised in paragraphs 3 to 8, the financial statements referred to above in

paragraph 1, accurately represent in all the relevant aspects the equity and financial

positions of Independéncia S.A - current denomi nation of F1 Carnes e Derivados

Ltda. (in judicial recovery) on 31 December 2009, the result of their operations and

changes in equity (unsecured liabilities) and the cash flows corresponding to the

exercise ending on that date, in accordance with the accou nting practices adopted in

Brazil.

10- We did not review, nor were they reviewed by other independent auditors, the

financial statements of the exercise e nding on 31 December 2008 of the F1 Carnes e

Derivados Ltda., company, now denominated Independéncia S.A., the figures of which

are presented for comparative purposes, and consequently we did not issue an opinion

on them.

11- The Company has on record in the current assets and non-current assets accounts

under the headi ngsabd éAT @E@he QUt&assete acapwnes r

OEmpl oyee Profit Part. Program(PI S) recovera
recoverabled the amounts of R$90. 700 thousan
thousand respectively, and their realization will  depend on the futu re generation of

sufficient amounts of taxes and tributes available for offset.
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12- The financial statements were prepared with the presupposition of Company
business continuing as normal. As described in explanatory note No. 1, the Company
has been presenting operational losses, shortage of working capital and unsecured
liabilities and, as commented on in explanatory note No. 1, on 27 February 2009 the
incorporated Company Independéncia S.A. filed a request for judicial recovery in the
District of Cajamar - SP. These factors generate doubts as to its capacity for
continuin g to operate. Management plans regarding this matter are also described in
the same explanatory note. The financial statements do not include any adjustments
relating to realization and classification of the values of assets or relating to amounts
and classification of liabilities that would be so ught should the Company be obliged to
discontinue its operations.

13- As mentioned in explanatory note no. 10, the Company has amounts receivable
from related parties, as recorded in non -current assets, to the am ount of R$135.792
thousand. Realization of this amount will de pend on generation of resources in
sufficient amount for settlement. Furthermore, transactions with the related company
Nova Carne Industria de Alimentos Ltda. (in judicial recovery) were carrie d out in
conditions defined between themselves. If they were carried out under normal market
conditions, the operational resul ts of that related company might be different.

Ribeirdo Preto, April 1, 2010.

José Luiz Sanches
Accountant-Partner

CRC 1SP24579/0-0

BDO Independent Auditors
CRC 2SP013439/6%



EXHIBIT 1

BALANCE SHEETS AS OF 31 DECEMBER 2009 AND 2008
(Amounts expressed in thousands of Real)

2009 2008
ASSETS {unaudited)
CURREHT ASSETS
Cash and cash egquivalents 2.048 268
M arketable securities (note 4) 9.943 "
Accounts receivable (note 5) 27.526 -
Inventories (note &) 25.844 T8
Other credits (nota 8) 9.154 -
[Taxe: recoverable (note 7) 77.976 -
Prepaid expenses (note 9) &7 744 1
[Total current assets 220.240 438
MOMCURREMT ASSETS
LOMG-TERM ASSETS
[Taxes recoverable (note 7) 95 845 -
Related parties (note 10) 135.792 -
Judicial deposits 612 -
[Trade accounts receivable (note §) 104 -
(Other accounts receivable (note B) & -
225.269 -
FL{ED ASSETS
Investment: (note 11) -
Intangible (note 12) 1.092.911 58
Deferred 3451 -
1.102.362 58
[Total noncurrent assets 1.337.61 58
[TOTAL ASSETS 1.557.8T1 436

[The explanatory notes are an integral part of the financial statements.

INDEPENDENCIA S.A. (current denomination of F1 CARNES E DERIVADOS LTDA.)

LIABILITIES

CURRENT LIABILITIES

Suppliers

Loanz and financings (note 13)

Payroll, charges and benefits (note 14)
Tax liabilities (note 15)

Other accounts payabls

Total current liabilities

NON CURRENT

LONG-TERM LIABILITY

Loans and financing (note 13)

Deferred tax (note 18)

Tax liabilities in installments

Provizion for losses on investments in controlled companies (note 11)
Provision for contingencies (note 17)

Other accounts payabls

Total nen current liabilities

SHAREHOLDERS EQUITY - UNSECURED LIABILITY (note 18)

Capital stock

Accumulated losses

TOTAL LIABILITIES

2009 2008
{unaudited)
259.046 200
482.452
36.656 12
16.94%9 24
14.827 3
809930 339
987 &34
233131
58.794
64.973
50.940
5.072
1400544
80 a0
(B52.683) 7
(B52.603) 157
1.557.871 496




EXHIBIT 2

INDEPENDENCIA S.A. (current denomination of F1 CARNES E DERIVADOS LTDA.)

FINANCIAL STATEMENTS
FOR THE PERIODS ENDING 31 DECEMBER 2009 AND 2008
(Amounts expressed in thousands of Real, except losses per share)

GROSS OPERATING REVEMUE

Sales deductions and robates

Het sales revenue

Cost of goods sold

GROSS LOSSES (PROFIT)

OPERATING REVEMUE (EXPENSES)
Salos oxpensas
General and administrative expenses
Met financial income (expenses) (note 19)
Results with equity accounting

Other net operating income (expenses) (note 20)

RESULTS BEFORE EFFECTS OF EXTRAORDIMARY ITEMS

Extraordinary itens (note 21)

RESULTS AFTER EFFECTS OF EXTRAORDINARY [TEMS

Income tax deferred

Social Contribution deferred

LOSS (IMCOME) FOR THE HIME MONTH PERIOD

LOSS (IMCOME) PER SHARE OF CAPITAL STOCK - REAIS

2009 2008
(unaudited)
22.738 2.612
(2.250) (343)|
20.488 2.269
(29.400) (1.886)|
(8.912) 383
(3.667) (4)
(7.237) (286)
(125.982) 25
(5.423)
(119.225) (19)|
(261.534) (284)|
(270.446) 99
(270.446) 99
9.867 (15)
3.549 (9)
(257.030) 75
(3.212,88) 0,94

The explanatory notes are an integral part of the financial statements.




EXHIBIT 3

INDEPENDENCIA S.A. (current denomination of F1 CARNES E DERIVADOS LTDA.)
STATEMENT OF CHANGES IN SHAREHOLDERS 'EQUITY (DEFICIT)

FOR THE PERIODS ENDING 31 DECEMBER 2009 AND 2008

(Amounts expressed in thousands of Real)

Accumulated

Capital losseos Total
ON JANUARY 1°T, 2008 80 2 82
Capital increase 0
Het income for the period - 75 75
ON DECEMBER 31°T, 2008 (UMAUDITED) 8O 77 157
Merged net assets of the result (395.581) (395.581)
Investments write-off from Independéncia 5.A. in F1 Cames e Derivados (149) (149)
Het income for the period (257.030) (257.030)
ON DECEMBER 31°7, 2009 80 (652.683) (652.603)

The explanatory notes are an integral part of the financial statements.




Independéncia S.A. 8 Current denomination of F1 Carnes e Derivados Ltda.
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[EXHIBIT 4

INDEPENDENCIA S.A. (current denomination of F1 CARNES E DERIVADOS LTDA.)
CASH FLOW STATEMENTS

FOR THE PERIODS ENDING 31 DECEMBER 2009 AND 2008

(Amounts expressed in thousands of Real)

2009 2008

(unaudited)
CASH FLOW OF OPERATING ACTIVITIES

et income /loss for the period (257.030) 7

Adjustments to reconcile net income

Depreciation and amortization 122.070 1
Income equity accounting 1n.217
Provision for losses on investments in controlled companies 33,796
Deferred taxes 233131
Exchange variance on financing

Exchange variance - financial income 737.588

Exchange variance - financial expenses (180.612)

(27.516)

Accounts recefvable from customers (25.766) -
Inventories (612) (43)
Escrow deposits J6.644
Salaries and payroll charges 258.746 ]
Suppliers (101.044) 122
[Taxes recoverable and fiscal liabilities 20

Financial charges

Interest - financial income 929.564

Interest - financial expenses (242.608)
Related parties (135.792)
Other assets and liabilities accounts (6.137) (1)
Cash flow from operating activities 1.405.589 180

Cash flows from investment activities

Investment in fixed assets (1.214.923) (8)
Investment in deferred assets (9.451)
Deferred asset reductions (395.730)
Cash flows from investment activities (1.620.104) (8)

CASH FLOWS FROM FINANCING

Loans and financing 226,152

Cash flows for the period 11.637 172
Opening balance 359 187
Closing balance 11.996 359

Change in the period 11.637 172

IThe explanatory notes are an integral part of the financial statements.
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INDEPENDENCIA S.ACURRENT DENOMINATION OF F1 CARNES E DERIVADOS LTDA.
(IN JUDICIAL RECOVERY)

INDEPENDENT AUDITORS REPORT
EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS FOR AHBEOUNTING
PERIOL ENDING31 DECEMBER 2009 AND 2008

(Values expressed in thousands of Reals)

1- OPERATIONAL CONTEXT

Independéncia S.A. - current denomination of F1 Carnes e Derivados Ltda. after

incorporation of the company Independéncia S.A. (in judicial recovery) - is a company

organized with 100% Brazilian capital, which has been outstanding in operating with

quality and dedication in the meat &acking sector, supplying the foreign and domestic

markets. Its main activity is in exploiting the different branches of me  at-packing

industry, beef-cat tl e for sl aughter, using the most ac
frozen and chilled meat production, commercialization and export, with its most

important efforts focusing on the European, Russia, Middle East and Asia Market s.

Along with industrialization of their products, the Company also produces bovine leather
and offers storage for third parties, transport facilities, production of organic fertilizers
from its own residues and beef jerky production. Independéncia S.A. is organized into
business units grouped into the meat, leather, transport, cold storage and other
divisions.

Il ndepend®°ncia S.A.0s headquarters are | ocated
Av. Brigadeiro Faria Lima, 1912-12° andar, cj. 12 D, with their production units in the

states of Sdo Paulo, Mato Grosso, Mato Grosso do Sul, Minas Gerais, Goias and Rondénia.

In June of 2007, a new data processing system was implemented to control all the

operations of their units; its procedures for standa rdization and reconciliation of balance

sheets continued into financial year 2008; and, in July 2007, the new Administrative

Center, from which all the operations of the Company are controlled, was inaugurated.

Independéncia S.A. is a broad-based industrial complex, with capacity sufficient to
guarantee the daily slaughter of 10.800 (ten thousand eight hundred) head of cattle,

with deboning lines totally equipped to supply the demanding European Common Market,
as well as more diversified markets like Egy pt, Israel, Malaysia, Russia among others,
with specially equipped factories, seeking to meet the specifications of each consumer
market. Leather processing capacity is 10.000 hides/day.



Independéncia S.A. 8 Current denomination of F1 Carnes e Derivados Ltda.

(In Judicial Recovery)

The Company has reduced the number of collaborators in this financ ial period, with
2.007 directly employed on 31 December 2009 (11.506 collaborators on 31 December
2008).

In June 2008, the Company entered into a purchase commitment for 100% of the assets
of Meat-packers Frigorifico Guarani, located in the city of Assun cion, in Paraguay. This
company has a slaughter capacity of 500 head/day, representing approximately 10% of
the total slaughter capacity of that country. The acq uisition was made for
US$14,000000, with p ayments due in 2008 and planned for years 2009 and 210;
however, in consequence of the judicial recovery situation, this acquisition was

contractually discontinued in the city of Assuncion , Capital of Paraguay, on 22 May 2009.

On 21 July 2008, the Minutes of the Extraordinary General Meeting approved the Draft of
Justification for Partial Split -Off of the Company, to the amount of R$24, 102.

On 21 January 2009, the Company initiated a request for consent by the holders of bonds
(ONotesd) issued abroad, with matur imsands
conditions in the documentation governing such Bonds, including the addition of a
repurchase clause.

On 1 February 2009, the Company communicated the stoppage of operations at the
Campo Grande MS unit, leading to the dismissal of 400 employees.

On 23 February 2009, the Company communicated the finalization of the request for
consent and offer to buy back its bonds with maturities in 2015 and 2017.

On 25 February 2009, the Company suspended the activities of all the units, returning
cattle that were in the corrals to their respective suppliers.

On 27 February 2009, the Company applied for court -ordered reorganization(judicial
recovery), based on the new Law of Reorganization(Judicial Recovery) no. 11.101, dated
9 February, 2005.

On 23 March2009, the Company announced to the market the engagement of KPMG
Corporate Finance Ltd. - Restructuring Services, and Arsenal Investimentos as financial
advisors, seeking implementation of its recovery plan. This plan shall encompass a broad
process of debt renegotiation, looking to a change in its profile and extension of

payment terms. The Company expects in this way to reactivate and resume its activities,
operating under normal conditions once again.

On 24 March 2009, the Company announced the shutdown of the units located in Senator
CanedoGO and in AnastacioMS, leading to the dismissal of 2.000 employees.
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On 25 March 2009, the Company communicated the closing of the slaughter and deboning units of
the units in Confressa-MT and Nova AndradinaMS, and the beef jerky production unit in Pires do
Rio-GO, along with operational adjustments in the units in Santana do Parnaiba -SP, JanalbaMG,
Ponte e Lacerda, Juina and Colider, located in MT, and at the Rolim de Moura -RO unit. These
measures resulted in th e dismissal of 2.800 employees.

On 1 April 2009, the Company closed the slaughter and deboning units in Nova Xavantina-MT, the
deboning unit in Presidente Venceslau-SP and the distribution center in Itupeva -SP, leading to
the dismissal of 1.400 employees.

On 7 April 2009, the Company reopened the unit of Janauba -MG, with the 300 employees'
readmitted and an effective slaughter of 400 head of cattle per day.

On 27 April 2009, the Company made the remaining documentation available to the courts for
the opening of its reorganization(judicial recovery) process, which included the following
information:

i- Financial statements specially prepared for initiation of the reorganization process with base -
date on 27 February 2009, in the terms of article 51, it em II, of Law no 11.101/05.

ii- Its list of creditors with base -date on 27 February 2009, in the terms of article 51, item Il, of
Law no. 11.101/05.

On 29 April 2009, the Initial Diagnosis Report of the Company was made available, issued by
KPMG Corpoate Finance Ltd.

On 8 May 2009, the reorganization process was granted and approved by the honourable judge
Adriana Nolasco naming Mr. Fernando Chad as administrator of the reorganization process, and
suspension of all activities was declared for a perio d of 180 days. The judge also determined the
presentation of accounts and monthly statements while the reorganization lasts, on penalty of
dismissal.

On 18 May 2009, the Company announced the recommencement of slaughter activities at the
Rolim de Moura-RO unit. The unit restarted operations with the slaughter of 500 head per day.

On 10 June 2009, operational adjustments were again announced, with the closing of the
Colider, Pontes e Lacerda and Juina units in the State of Mato Grosso and of the slaughterr,
deboning and logistics activities of the Nova Andradina, State of Mato Grosso do Sul unit.

On 8July 2009, the Company announced the return of the industrial unit leased from Colider -MT,
due to redimensioning of its business activities
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On 13July 2009, the Company, together with its subsidiary Nova Carne Indus tria de Alimentos
Ltda., announced a joint reorganization(judicial recovery} plan, in accordance with the Law of
Company Bankruptcy and Reorganization.

On 11 September 2009, the Company announ@d the dates and locations of General Assemblies of
Creditors to be held in the city of Cajamar, State of S&do Paulo, in the Antonio Carlos Tramassi
Sports Center.

On 28 December 2009 after meeting with quota -holders of F1 Carnes e Derivados Ltda.,
incorporation of controll ing company Independéncia S.A. was deliberated and approved, in
accordance with the agreement initialled in the Commercial Committee of the State of Goias and
an Appraisal Report on Accounting Equity was prepared by BLB Auditores and Conslltants.

A summary of the net stock incorporated by F1 Canes e Derivados Ltda. With reference to
Independéncia S.A. on 7 December 2009was as follows:

Description Amounts

Current assets R$ 353.025
Non-current assets R$ 1.407.067
Current li ability R$ 1.805.133
Non-current liab ility R$ 350.540
Net Stock (R$ 395.58))

On 28 December 2009, as recorded in the minutes of the Meeting, the transformation from
limited private company to limited liability company was approved, as wellasth e
alteration of the denomination, changing from F1 Carnes e Derivados Ltda. to
Independéncia S.A.
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2- PRESENTATION AND PREPARATION OF THE FINANCIAL STATEMENTS

The financial statements are expressed in thousands of Reals and were prepared in accordance
with the accounting practices adopted in Brazil, which include the Law of Joint Stock Companies
(Laws no. 6.404/76 and no. 11.638/07), the Pronouncements, Orientations and Interpretations
issued by the Committee of Accounting Pronouncements-CPC, approved ad ratified by Ibracon,
as well as other pronouncements issued by that institute.

2.1 NEW LEGISLATION AND ALTERATIONS IN THE ACCOUNTING PRACTICES ADOPTED IN BRAZIL
STARTING FROMJANUARY 2008

In line with the alterations of Law no. 11.638/07 and Temporary Measure no. 449/08, later
converted into Law no. 11.941/09, the Federal Council of Accounting, together with the
Committee of Accounting Pronouncements, issued technical pronouncements during the exercise
of 2008 which altered some accounting practice s adopted in Brazil.

The main aim of these alterations was to update the Brazilian company legislation to facilitate

the convergence process of the accounting practices adopted in Brazil with those in force in the
international accounting standards (IFRS) and allow new norms and accounting procedures to be
issued by the regulatory organs in consonance with international accounting standards.

2.2  ADOPTION OF THE ACCOUNTING PRONOUNCEMENTS (CPCs) COMING INTO FORCE FROM
JANUARY 2010

Up to the date of pr eparation of the present financial statements, new Pronouncements,
Interpretations and technical Orientations had been issued by the Acc. Pron. Comm.(CPC) and
approved by Resolutions of Federal Council of Accounting (CFC).

These pronouncements and their alterations as shown below were published in 2009 and are
obligatory for the Company accounting periods starting from 1 January 2010 and for the
subsequent periods. However, there was no prior adoption of these pronouncements and
alterations on the part of the Company and companies under its control.
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The Pronouncements, the Interpretations and the technical Orientations applicable
to the Company and companies controlled by it are as follows:

CPC Title

15 Business combination

16 Inventory

18 Investment in affiliates and controlled companies

20 Costs of loans

21 Intermediate statement

22 Information by segment

23 Accounting policies, changes in estimates and mistake rectification
24 Subsequent events

25 Provisions, contingent liabilit ies and contingent assets

26 Presentation of the financial statements

27 Fixed assets

29 Biological assets and agricultural product

30 Income

31 Non-current asset maintained for sale and discontinued operation
32 Taxes on profit

33 Employee benefits

36 Group accounts

37 Initial adoption of international accounting standards

38 Financial instruments: recognition and measurement

39 Financial instruments: presentation

40 Financial instruments: formation of evidence

43 Initial adoptio n of technical pronouncements CPC 15 to 40

Company Management is analyzing the current impact resulting from the application of these
new technical pronouncements issued by the CPC. In the case of adjustments resulting from
adoption of the new accountin g practices starting from 1 January 2010, the Company must
evaluate the need to re -measure the effects that would be produced in its financial statements
for 2009, for purposes of comparison, if these new procedures were already in force from the
beginning of the exercise ended on 31 December 2009.
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3- SUMMARY OF THE MAIN ACCOUNTING PRACTICES

The main accounting practices adopted for the preparation of these financial statements are the
following:

a- Calculating the results

The results are analysed on an accrual basis, considering the following:
¢ Incomes, charges and effects of monetary variations, calculated with official indexes or
at official rates, incident on the assets and liabilities of the Company.

e The effects of asset adjustments for market val ue or realizable value, when applicable.

b- Accounting estimates

Preparation of the financial statements in accordance with the accounting practices adopted in
Brazil requires that Management use their judgment in determining and recording accounting
estimates. Significant assets and liabilities subject to these estimates and premises include,

when applicable, the net book value of fixed assets, provision for doubtful settlement,

inventories, income tax and social security contributions, deferred assets, an d the provisions for
fiscal, labour and civil contingencies. Settlement of the transactions involving these estimates
may result in values different from those estimated due to inaccuracy factors inherent in the
estimation process. The Company constantly r eviews these considered estimates and premises.

c--Non-derivative financial instruments

Non-derivative financial instruments include short -term investments, investments in debt and
equity instruments, accounts receivable and other receivables, cash and ca sh equivalents, loans
and financing, as well as accounts payable and other payables.

Non-derivative financial instruments are initially recognized at their fair value plus any directly
attributable transaction costs, for instruments that are not recogniz  ed by the fair value through
profit or loss. After initial recognition, the non  -derivative financial instruments are measured in
accordance with their respective classification:

e Held-to-maturity

If the Company has the positive intent and capacity to ke ep its debt instruments up to maturity,
they are classified as held -to-maturity instruments. Investments kept until expiration are
measured at the amortized cost using the effective interest rate, less any reductions in their
recoverable value(impairment).
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e Available-for-sale

Company investments in equity instruments and certain assets related to instruments of debt are
classified as available for sale. After initial recognition, they are appraised at fair value, and

their variations, excepting impairment and differences in foreign currency of those instruments
are recognized directly in the equity, net of tax effects. When an instrument is not recognized,
the accumulated earnings or loss in equity are transferred to profit or loss.

e Measured to the fair v alue through profit or loss

An instrument is classified by its fair value through profit or loss if it is kept for negotiation, in
other words, designated as such at the time of initial recognition. The financial instruments are
designated at their fair va lue through profit or loss if the Company manages these investments
and makes purchase and sale decisions based on their fair value in accordance with the
investment strategy and risk administration documented by the Company. After initial
recognition, att ributable transaction costs are recognized in the results when incurred. Financial
instruments at their fair value through profit and loss are measured at their fair value, and their
fluctuations are recognized in the result.

eOther

Other non-derivative f inancial instruments are measured at the amortized cost using the
effective interest rate method, less any impairment.

d. Derivatives

Derivative financial instruments are recognized initially at their fair value, recording the
transaction costs, as incur red, in the result, and are classified in accordance with their
contracted purpose:

- Financial assets or liabilities measured at fair value through results are derivative financial
instruments, and those with embedded derivatives contracted with the obj  ective of reducing
funding costs. --

- Derivatives for hedge purposes follow the hedge operations accounting procedures (hedge
accounting), in accordance with technical pronouncement OCPC no. 03. The instruments
contracted and kept open until 31 D ecember 2009, for this purpose are designated cash flow
hedge and therefore the contra entry of fair
accordance with the pronouncement referred to.

10

v al



Independéncia S.A. 8 Current denomination of F1 Carnes e Derivados Ltda.

(In Judicial Recovery)

e-_Current and non-current assets

e Cash and Cash equivalents and shoriterm investments

They are represented by bank deposits and short-term investments, evaluated at the acquisition
cost, plus yield earned through the date of the balance sheet.

e Trade Accounts receivable

They are stated at invoiced value, adjusted to pre sent value, when applicable, including the
respective direct taxes payable by the Company, less income tax deducted at source, considered
as tax credit.
The provision for doubtful accounts was constituted at an amount deemed sufficient by the
Managementto bear any eventual losses on trade accounts receivable.

e Inventories
Stated at average cost of purchase or production, adjusted to market or realization value.

e Permanent Assets

Investments

Investments in controlled companies and affiliates are accounted for by the equity accounting
method.

Property, Plant and Equipment

Fixed assets are stated at the acquisition or construction cost, less depreciation calculated by
the straight -line method based on the rates mentioned in explanatory note no. 12, takin g into
account the time of estimated useful life of the items.

Deferred charges

Values and expenses carried at cost. Amortization is computed by the straight -line method over
up to 5 (five) years.

In accordance with the modifications introduced by Tem porary Measure no. 449, of 3 December
2008, approved by Law 11.941 of 27 May 2009, the balance existent in differed assets, which, by
its very nature, cannot be allocated to any other account group, stayed in assets under this
classification until its full amortization.

11
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e Commercial Lease

Financial Lease

Certain commercial lease contracts transfer to the Company substantially the risks and benefits
inherent to the ownership of an asset. These contracts are characterized as financial lease
agreements, and the assets are recognized at fair value or at the present value of the minimum
payments laid down contractually. The goods recognized as assets are depreciated at the
depreciation rates applicable to each asset group. Financial charges relating to the fin ancial
lease agreements are stated in the result over the term of the contract, based on the method of
amortized cost and effective interest rate.

f- Impairment

The items of fixed, intangible, deferred and other assets(current or no  n-current),when
applicable, are tested for impairment at least once annually, should there be any indication of
loss of value.

g- Current and non-current liabilities

Are stated at the known or estimated amounts plus, when applicable, corresponding charges,
monetary and/or exc hange variations incurred up to the date of the balance sheet. When
applicable, current and non -current liabilities are recorded at present value, per transaction,
based on interest rates that reflect the term, currency and risk of each transaction.
Compensation of the adjustments to present value is accounted for against the accounts
originating the liability referred to. The difference between the present value of a transaction
and the face value of the liability is recorded in the result throughout thet  erm of the contract
based on the method of the amortized cost and effective interest rate.

12
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h- Uncertain assets and liabilities

The contingent assets are only recognized when their success is "practically certain”, or is based
on favorable court sentences, when in process. Contingent assets with probability of success are
only published in an explanatory note.

Provision is made for contingent liabilities when losses are appraised as probable and the
amounts involved have been calculat ed with sufficient accuracy. Contingent liabilities appraised
as possible losses are only published in an explanatory note and no provision for contingent
liabilities appraised as remote losses is made, nor are these contingent liabilities published.

i- Transactions in foreign currency

Company Management defined its working currency as the Real, in accordance with the norms
described in Technical Pronouncement CPC no. 02 - Effects in the Changes in Exchange Rates and
Conversion of Financial Statements, approved by CFC Resolution no. 1.120 of 22 February 2008.

Transactions in foreign currency, that is, all those not made in the working currency, are
converted at the exchange rate on the dates of each transaction. Monetary assets and liabilities
in foreign currency are converted to the working currency at the exchange rate on the closing
date. Earnings and losses from variations in the exchange rates on assets and monetary liabilities
are recognized in the income statement. Non -monetary assets and liabiliti es acquired or
contracted in foreign currency are converted on the basis of the exchange rates on the dates of
the transactions or on the fair value evaluation dates, when this is used.

j-_Income tax and social security contributions

Income tax is calculated on the basis of taxable income. Income tax and the social security
contributions are paid monthly on estimated calculation bases, in the forms and rates laid down
in current legislation.

Deferred tax liabilities, which include deferred income tax and  social security contribution, were
recorded based on revaluation reserve.

13



Independéncia S.A. 8 Current denomination of F1 Carnes e Derivados Ltda.

(In Judicial Recovery)

4- SHORT TERM INVESTMENTS

Fixed Income Securities
Investment Funds
Producer Rural Cardii CPR

5- TRADE NOTES RECEIVABLE

Accounts receivable-Domestic market
Accounts receivable-Foreign market
Adjustment to present value

Exchange Advances (ACCs)

Provision for doubtful accounts

Current assets

Non-current assets

6- INVENTORIES

Finished products
Raw material

Storeroom supplies

2009

2008

705
7.837
1.406

91

9.948

91

2009

2008

13.224
20.865
(597)

(2.952)

30.540

27.526
3.014

2009

2008

2.418
4.136
19.290

78

25.844

78
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7- TAXES RECOVERABLE

State Value-added Tax on Goods and Services-ICMS
Income tax withheld at Source-IRRF
PIS available for offset

COFINS available for offset

Total

Current assets

Non-current assets

8- OTHER RECEIVABLES

Sundry Advances
Other receivables

Current assets

Non-current assets

2009

2008

91.003

5.834
22.735
54.249

173.821

77.976
95.845

2009

2008

7.851
1.309

9.160

9.154

Sundry advances refer to services and acquisition of goods that will be rendered and

delivered in the course of the following exercise. Most of the amount refers to

advances made to cattle suppliers, so as to assure the slaughter schedule for the next

months.
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9- PREPAID EXPENSES

Expenses with lease of industrial plant
Expenses from obtaining loans

Other prepaid expen ses

10- RELATED PARTIES

Independéncia Guarani Sociedace Anénima
Independéncia Participacdes S.A.
Nova Carne Industria de Alimentos Ltda.

Non-current assets

2009

2008

51.172
15.864
708

67.744

2009

2008

1.331
130.546
3.915

135.792
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11- INVESTMENTS

2009 2008

Nova Carne Ind. de Alimentos Ltda. - -
Independencia Guarani Sociedad Andnima :

Investment data and the balance of investments in controlled companies are
presented below:

2009 2008
Nova Carne Indistria e Comércio de Alimentos Ltda. (a)
Number of quotas owned 990.000 -
Equity Interest 99,00% -
Shareholders” Equity (unsecured liabilities) (65.423) -
Loss in the exercise (23.277) -
Balance of investments (Provision for losses in investments): -
Investment incorporation on 29 December 2009 (41.811) -
Losses from investment in the exercise (22.958) -
At the end of the exercise (64.769) -
Independencia Guarani Sociedad Anonima(b)
Number of shares 11.880 -
Percentage of participation 99,00% -
Equity (unsecured liability) (205) -
Accumulated Loss (6.583) -
Balance of investments (provision for losses in investments): -
Investment incorporation on 29 December 2009 8.055 -
Exchange variation (1.641) -
Losses from investment in the exercise (6.617) -
At the end of the exercise (203) -

(a) Companyreviewed by BDO Trevisan Independent Auditors.

(o) Companyreviewed by other independent auditors .
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12- PROPERTY, PLANT AND EQUIPMENT

2009 2008
Annual
depreciation Accumulated
rates Cost  depreciation Net Net
Buildings 4% 390.296 (68.593) 321.703 -
Machines and equipment 10%  700.958 (177.480) 523.478 38
Furniture and fixtures 10% 9.079 (3.031) 6.048 -
Facilities 10% 127.851 (39.045) 88.806 -
Vehicles 20% 65.532 (46.360) 19.172 -
Software e hardware 20% 17.537 (2.689) 14.848 11
Improvements 4% 56.554 (1.860) 54.694 9
Land - 62.265 - 62.265 -
Property, plant and equipment in
process - 846 - 846 -
Right of telephone use - 22 - 22 -
Planting in progress - 1.029 - 1.029 -
1.431.969 (339.058) 1.092.911 58
13- LOANS AND FINANCING
Rates
Types Index (p.a.) 2009 2008
ACC(Advances on Exchange
Contracts) uUss$ 12,00% 364.657 -
BNDES Finame TJILP 3,50% 52.381 -
Working Capital PRE 14,00%
431.160 -
Us$ 12,00%
Lease PRE 18,10% 11.612 -
Prepayment uss 12,00% 117.054 -
Bonds uss 12,00% 493.222 -
Total 1.470.086 -
Current Liabilities 482.452 -

Non-current Liabilities 987.634 -
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In 2007 and 2008, the Company continued its strategy of obtaining foreign financing and
extension of the debt profile. New pre -payment export operations were realized to ato tal
amount of US$150,000.000, of which US$100,000,000 were for a period of three years, with a 12
month grace term. The average rate was at Libor plus 1.75% a year. On 31 January 2007, the
Company issued bonds on the international market, to the amount of US$225,000.000, for a
period of 10 years. On 15 May 2008, the Company issued a new bond on the international market,
to the amount of US$300,000.000, for a period of seven years.

Finame and Lease financing is guaranteed by statutory lien of the fixed ass ets which were
financed. The other financing is guaranteed by the directors' collateral signature.

At the Extraordinary Sharehol dersd Gener al Meetin
contribution was approved on the part of the National Bank of Social D evelopment-BNDES in

Independéncia Participagdes S.A. (holding), and the loan obtained from JP Morgan for the

acquisition of Goias Carne in June 2007, to the amount of US$100,000.000, equivalent to

R$250.000, was transferred from Independéncia Participacées S.A. to Independéncia S.A. d

current denomination of F1 Carnes e Derivados.

The long term instal ments mature as follows:

Year 2009 2008
2016 987.634
987.634

Repurchase of Bonds Issued Abroad

On 21 January 2009 the Company began a public offer to repurchase part of the bondsin
circulation on the foreign market, with a request for consent to alter the covenants on the
remaining bonds.

The rationale behind the operation consisted of the fact that the world crisis brought abou t a fall
in the price of the bonds, representing a price indication for negotiation on the secondary market
of around 60% of the face value. Faced with this situation, the Company saw the opportunity of
substantially reducing its financial liability by obt aining a discount of about 40% on the due
value.

To make the operation possible, financings were negotiated on the total amount to be spent if
the repurchasing of the bonds were successful.
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The settlement of the operation abroad was arranged for 24 Feb ruary 2009, when the holders of
the bonds who agreed to sell, would receive the agreed value.

There was great acceptance on the part of the investors and by the Company. On 20 February
2009, the release of funds by the financial institutions involved in  the financing of the operation
of repurchase took place and on the same date the funds were sent abroad, so that they would
be available for payment to the investors on the prescribed date.

The value of the operation, in Reals, was approximately R$290.00 0.

In the interim, the Company, which was feeling the effects of the crisis, decided to suspend the
repurchase, requesting that the financial institutions involved invert all the operations,
repatriating the funds again and cancelling the financings negotiated by returning the funds.

It should be noted that the date of settlement of the operation abroad coincided with a national
holiday (Carnival) and, due to the few working days till the end of the month of February 2009,
and to the complexity of the r eturn of the funds to the financial institutions, the operation was
only completed on 3 March 20009.

Renegotiation of liabilities

On 27 February 2009, the Company applied for court -ordered Judicial
Recovery(Reorganization) and had the Plan of Recovery approved on 04 November 2009.

With approval of the Plan, the liabilities were renegotiated in the following way:

1. UNSECURED CREDIT

a) Discount/Partial debt waiver: 50% (fifty percent) on the updated value of the credit
from the date of distribution of the Judicial Recovery (27 February 2009) until the date
of concession of Judicial Recovery by the Recovery Court, as follows: (i) credits in
national currency, corrected by the SELIC rate; and (ii) credits in foreign currency,
corrected by LIBOR (with minimum floor of 2%), plus 1% per year.

b) Payment of the Principal: in a single payment, payable and demandable on 30
December 2016.

c) Interest - Debts in Reals: 14% p.a. (fourteen percent per year), incident from 1
November 2009.

d) Interest - Debts in Foreign Currency: 12% p.a. (twelve percent per year), incident from
1 November 2009.

e) Periodicity of payment of interest: half -yearly from 1 July 2010.
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f) Annual Capitalization at the discretion of the Company - PIKOption: The Company
may, at it s own discretion, opt for capitalizing certain portions of interest annually
instead of paying them in money, and such capitalization will be subject to the following
restrictions and criteria:

f.1.) The Company must pay in money at least 1% (one percent) interest in the first two
years, starting from 1 November 2009, being able to opt for capitalization of the
difference between the minimum payment of 1% (one percent) interest and the rates
due in accordance with items (1.c.) and (1.d.) above. The produc t of this operation will
be incorporated into the amount of the open principal.

f.2.) from the third year, the Company must pay in money at least 4% (four percent)
interest, with the option to capitalize the difference between the minimum payment of
4%(four percent) interest and the rates owed in accordance with items (1.c.) and (1.d.)
above. The product of this operation will be incorporated into the amount of the open
principal.

f.3.) in the seventh year the interest must be fully paid in money (cash).

Outstanding debt originating from derivatives, which ceased to exist in liabilities since it
had been exchanged for debt in Reals, was also included i n this category, observing the
same criteria described above.

2. CREDITS WITH REALZUARANTEE(Colatal)

a) Period of grace: 2 (two) years interest and 4 (four) years principal, starting from 1
November 2009. Interest will b e incident and computed on the p eriod of grace.

b) Interest: Consumer Price Index(IPCA)variation, plus 7% p.a. (seven percent p er year),
from the date of the distribution of the judicial recovery (27 February 2009) until the
cash payment.

c) Periodicity of the Payment of Interest: 60 (sixty) monthly and successive, payable and
demandable payments starting from 1 November 2011 until the end payment. Starting
from 1 November 2013 interest payment will be due and paid together with the amount
of the principal.

d) Payment of Principal: in 36 (thirty six), equal and consecutive monthly payments.
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14- WAGES AND PAYROLL-RELATED COSTS

2009 2008
Wages & charges payable 32.897 6
Provision for vacations and 13" Salary and charges 3.746 6
Other 13 -
Current Liabilities 36.656 12
15A TAX LIABILITIES
2009 2008
Value-Added Tax (ICMS) available for offset 397 12
Legal Entity Income Tax -IRPJ - 2
Social Contr. on Net Inc.(CSLL) available for offset - 1
Income tax withheld at source-IRRF 349 -
Funrural payments 55.853 7
Soc.Sec. Fin. Tax(Cofins) available for offset 15.022 -
Other 285 2
Total 75.743 24
Current 16.949 24
58.794 -

Non-current

The Company filed a judicial request for non -retention of the Rur.Wkrs. Ass.
Fund(Funrural) contribution, based on Jurisprudence and the right to compensate the
credits (amounts paid since 2006) with other Social Security contributions. As a result of
this request, from February of 2010, the Company interrupted retention of these
payments, with o nly three payments being made ( paid in the months of November and
December of 2009 and January of 2010).
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Income Tax and Social Security contributions

Compensation for fiscal losses and the negative base for social sec urity contributions on
profit are regulated, respectively, by articles 15 and 16 of Law no. 9.065/95. In b  oth
compensation cases the calculation bas e of the tributes cannot be reduced by more
than 30% of the adjusted net profit.

Based on their legal advisors' opinion, the Company compensated for fiscal loss and
negative base without observing the maximum limit of 30% (thirty percent) of the net
profit referred to, using its total accumulated fiscal losses to compensate the total of its
taxable profit. Thus, according to the understanding of the Company and as supported by
their legal advisors' opinion, the procedure which authorizes the incorporat ed taxpayer
to fully use their accumulated fiscal losses to compensate for taxable profit is protected
by the interpretation that the use of full accumulated fiscal losses is only conditional on

a time restriction, which is no longer applicable when the no minal taxpayer of the
accumulated fiscal losses is extinct, as a result of incorporation.

Furthermore, according to its legal advisors, the adoption of the procedure referred to

rests on decisions announced by the Chamber of the Taxpayers” Council, curre ntly
Administrative Council of Fiscal Resources (CARF), although they are not unanimous.

16- DEFERRED TAXES

2009 2008
Income tax on revaluation 171.420
Social security contribution on revaluation 61.711
233.131

Differed taxes were constituted on the value registered as revaluation and will be
computed in the determination of taxable income to the amount at which the revalued
goods, when incorporated, are realized.
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17- PROVISIONS FOR CONTINGENCIES

2009 2008
Labor claims/processes 20.400
Tax contingencies 2.081
Civil claims/processes 28.459
50.940

The Company undertook the accounting of the provisions for labor, tax and financial
contingencies, in accordance wi bditiontrdgading | awy e
the probability of loss of lawsuits in which the Company is the defendant. Asset

contingencies that the Company possessed and were not expected to be realized were all

written off (see comments in explanatory note no. 25.20).

Due to the processes of judicial recovery and the financial standing of the Company,
there are several civil and labor processes suspended or paralyzed awaiting the
resumption of operations of the entity. The legal advisors consider that several processes
among those mentioned previously may be lost, representing the amount of R$72,996 on
31 December 2009 (R$3404 on 31 December 2008).

18- SHAREHOLDERS EQUITY

Capital Stock

The subscribed and paid up capital stock on 31 December 2009 & 2008 is R$R$ 8Q
represented by 80,000 shares.
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19- FINANCIAL REVENUE(BRENSES), NET

Exchange variation active on loans
Exchange variation active on contracts
Provision of interest on contracts
Exchange variation on contract s
Exchange variation on loans

Updating of values in judicial recovery

Other financial revenue (expenses)

2009

2008

15.084
68.237
(174.578)
(13.866)
(4.262)
(17.800)
1.203

(125.982)

25

The carrying values referring to financial instruments registered in the b alance sheet,

when compared to the values which could be obtained if they were negotiated on an
open market, or failing this, with the current net value adjusted on the basis of the

interest rate in effect , come substantially close to their corresponding m arket values

20- OTHER OPERATIONAL ERPENSES, NET

Write -off due to non -payment of accounts receivable
Premium amortization

Losses from industrial stoppage

Expenses from sales of fixed assets, net

Other operational expenses, net

21- INSURANCE COVERAGHENAUDITED)

2009

2008

(25.545)
(84.720)
(7.624)
(770)
(566)

(119.225)

Itis Company practice to have insurance cover on property, plant and equipment and inventories
subject to risk, for amounts judged sufficie ntto cover any losses, in accordance with the nature

of the activities and the consultants' advice on insurance.
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22- INCOME TAX AND SOCIASECURITY CONTRIBUDNS

Income tax and the social security contributions are calculated using the current rates, ac  cording
to legislation in effect.

Calculations of income tax and social security contributions, as well as their respective
declarations, when demanded, are subject to review on the part of the fiscal authorities for
variable statutory periods in relatio n to the respective dates of payment or income tax returns.

23- SUBSEQUENT EVENTS

On 15 March 2010 total stoppage of production took place, in order to protect cash funds
whilst awaiting the arrival of funds from the New Financing operation.

On 30 March 2010 the Company issued new Eurobond Notes with expiration in 2015,
obtaining U$165 million in the market, mainly the foreign market , for initial payment of
creditors, and working capital to restart slaughter operations.

Furthermore, on 30 March 2010, the Company exchanged old Eurobond Notes of 2015 and
2017 for a new issue of 2016 with more favorable payment conditions (12% interest per
year with PIK payment option of 1% in the first two years).

On 31 March the Company started payment of cattle supp liers and other products as laid
down in the Plan of Judicial Recovery.

Resumption of slaughter activities in the Rolim de Moura and Janauba units planned for
05 April 2010.

Forecast for the resumption of the leather production in the of Nova Andradina  and
Colorado do Oeste units is for the second fortnight of April of 2010.

Also the forecast for the resumption of slaughter activities in the Nova Andradina unit is from the
start of the second fortnight of A pril of 2010.
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24- COMPARISON WITH THE STAWMENTS OF INDEPENDENCIA S.A. OF 31, DECEMBER
2008

Due to Independéncia S.A.'s incorporation by the Company on dates near to the closing of

the exercise, the balance sheet of 31 December 2009, mainly due to the material nature

of the balances, underwent si gnificant modifications in the balances of assets, liabilities

and equity, which rendered comparability with the accounting statements of the

previous exercise impossible. With the aim of providing better conditions for analysis of

these accounting stateme nts with regard to their comparability, we present below the

OPHfor mao bal ance -fsohreneat6, itnhceo noeP rsot 4 toe mammt and
explanatory notes of Independéncia S.A. for 31 December 2008, compared with 31

December 2009.
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INDEPENDENCIA S.A.- Current denomination of F1 Carnes e Derivados

(in judicial recovery)

24-1 "PROFORMA"BALANCE SHEETS ON 31 DECEMBER 2009 & 2008

(Amounts expressed in thousands of Reals)

ASSETS
CURRENT A&SS

Cash and cash equivalents
Marketable securities
Accounts receivable
Inventories

Other credits

Taxes recoverable

Prepaid expenses

Total current assets
NONCURRENT ASSETS

LONGTERM ASSETS

Taxes recoverable
Related parties
Judicial deposits

Other credits

FIXED ASSETS

Intangible
Investments
Fixed assets

Deferred

Total non-current assets

TOTAL ASSETS

2009 2008
2.048 465.679
9.948 27.841

27.526 107.058
25.844 46.515
9.154 4.020
77.976 165.825
67.744 18.690
220.240 835.628
95.845 398.399
135.792 276.867
612 20.551

3.020 2.513
235.269 698.330

- 84.720

- 8.195
1.092.911 1.296.225
9.451 23.395
1.102.362 1.412.535
1.337.631 2.110.865
1.557.871 2.946.493

LIABILITIES
CURRENT LIABILITIES

Suppliers

Loans and financings
Payroll, charges and benefits
Tax liabilities

Funrural payments

Other accounts payable

Total cur rent liabilities
NON CURRENT LIABILITIES

LONGTERM LIABILITY

Loans and financing
Judicial deposits

Deferred tax

Funrural payments

Provision for losses on investments in controlled
companies

Provision for contingencies

Other accounts payable

Total non current liabilities

SHAREHOLDERS EQUITY (UNSECURED LIABILITY)

Capital stock
Premium on issue of shares
Equity evaluation adjustment

Accumulated losses

TOTAL LIABILITIES

2009 2008
259.046 163.843
482.452 1.539.773

36.656 27.847
16.949 42.568
- 332
14.827 47.653
809.930 1.822.016
987.634 1.518.253
- 22.250
233.131 261.672
58.794 60.384
64.973 41811
50.940 -
5.072 16.404
1.400.544 1.920.774
80 940.295

- 136.978

- (66.957)

(652.683) (1.806.613)

(652.603) (796.297)

1.557.871 2.946.493
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24 . 2 -6 PRUNGOME STATEMENT

FOR FINANCIAL PERIODS ENDING ON 31 DECEMBER 2009 & 2008

GROSS OPERATING REVENUE

Sales deductions and rebates

Net sales revenue

Cost of goods sold

GROSS LOSS

OPERATING REVENUE (EXPENSES)
Sales expenses

General, administrative and tax expenses
Net financial income (expenses)

Results with equity accounting
Other net operating revenue(expenses)

RESULTS BEFORE EFFECTS OF EXTRAORDINARY ITEMS

Extraordinary items

RESULTS AFTER EFFECTS OF EXTRAORDINARY ITEMS

Income tax deferred
Social Contributions deferred

NET PROFIT FOR THE FINANCIAL PERIOD

2009 2008
744.034 2.192.035
(127.919) (255.094)
616.115 1.936.941
(780.469) (1.580.890)
(164.354) 356.051
(67.597) (72.416)
(149.168) (104.212)
1.188.995 (1.011.247)
(31.217) (72.391)
(307.690) (23.908)
633.323 (1.284.174)
468.969 (928.123)
(389.578) 147.266
79.391 (780.857)
27.087 28.510
5.946 12.437
112.424 (739.910)
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24.3- SHORT TERM INVESTMENTS

Fixed Income Securities
Investment Funds
Producer Rural Cardii CPR

24.4- TRADE NOTES RECEIVABLE

Accounts receivable-Domestic market
Accounts receivable-Foreign market
Adjustment to present value
Exchange Advances (ACCs) delivered
Provision for doubtful accounts

Current assets

Non-current assets(included in Other Credits heading)

24.5- INVENTORIES

Finished products
Raw material

Storeroom supplies

2009 2008
705 26.678
7.837 1.163
1.406 -
9.948 27.841
2009 2008
13.224 72.740
20.865 41.288
(597) -

- (3.263)
(2.952) (3.707)
30.540 107.058
27.526 107.058
3.014 -
2009 2008
2.418 20.233
4.136 14.981
19.290 11.301
25.844 46515
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24.6 - TAXES RECOVERABLE

2009 2008
Tax on Industrialized products (IPI) i Assumed Credit 69
Assumed credit from contribution for PIS and Cofins (1) - 160.883
Tax on Industrialized Products (IPI)fi Premium - Credit (1) - 184.000
State Value-added Tax on Goods and Services-ICMS(1) 91.003 113.063
Income tax withheld at Source-IRRF 5.834 5.585
PIS available for offset 22.735 7.444
COFINS available for offset 54.249 68.860
Deduction of profit on exports from the calculation base of CSLL (1) - 8.862
CPMF on profit from export (1) - 636
Soc.Sec contr.(INSS) to be cleared (1) - 14.810
Other taxes to be cleared 12
Total 173.821 564.224
Current assets 77.976 165.825
Non-current assets 95.845 398.399

(1)  The Company, in the opinion of its legal advisors, recorded the amount of R $184.000 in
the 2008 exercise, relating to the Premium Credit of the Tax on Industrialized Products -IPI,
instituted by the Federal Union in the year of 1969, by the edition of Law no. 491, to boost
exports. This Ordinance, in its 1 * Article, came to estab lish that the manufacturing companies
and exporters of manufactured products would be entitled to a tax credit originating from the
sales of those products abroad, as a refund for taxes paid internally. Thus the benefit should be
deducted from the IPI valu e levied on operations in the domestic market. Furthermore, based on
its legal advisors' opinion, the Company also recorded in the 2008 exercise the amounts of
R$160.883 relating to Deemed Credit from the Contribution for PIS and Cofins, R$636 relating to
the Temporary Contribution on Financial Transactions -CPMF, R$8.862 relating to the credit due
to the deduction of export profit from the calculation base of the Social contributions on the Net
Profit -CSLL, R$21.500 relating to ICMS on the calculation baseof PIS and Cofins, and R$13.697
relating to Social Security payment for compensated vacations and prior notice pay. These
credits were all written off against the results of the 2009 exercise under the heading
OExtraordinary | tems 0eingeiovercedwas doresidered vety bw.c e 0

f
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24.7- OTHER RECEIVABLES

Sundry Advances
Other receivables

Current assets

Noncurrent assets

2009 2008
7.851 1.609
4.323 4.924

12.174 6.533

9.154 4.020

3.020 2.513

The various advances refer to services and goods which will be rendered and delivered

during the financial period. Most of the amount refers to advances made to cattle
suppliers with the object of guaranteeing slaughter levels for the coming months.

24.8- PREPAID EXPENSES

Expenses with lease of industrial plant
Expenses from obtaining loans

Other prepaid expenses

Current assets

24.9- RELATED PARTIES

Independéncia Guarani Sociedad Andnima
Independéncia Participacdes S.A.
Nova Carne Industria de Alimentos Ltda.

Non-current assets

2009 2008
51.172 8.334
15.864 9.399
708 957
67.744 18.690
2009 2008

1.331 4.086

130.546 253.590
3.915 19.191
135.792 276.867
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24.10- INTANGIBLE

2009 2008
Premium on acquisition of investments - 84.720
- 84.720
24.11- INVESTMENTS
2009 2008
F1 Carnes e Derivados Ltda. - 140
Independencia Guarani Sociedad Anonima - 8.055
- 8.195

Investment data and the balance of investments in controlled companies are
presented below:

2009 2008
Nova Carne Industria e Comércio de Alimentos Ltda.
Number of quotas owned 990.000 990.000
Equity Interest 99,00% 99,00%
Shareholders” Equity (unsecured liabilities) (65.423) (42.232)
Loss in the exercise (23.277) (41.277)
Balance of investments (Provision for losses in investments):):
At the beginning of the exercise (41.811) 28.489
Capital increase by payment of shares - 150
Losses from investment in the exercise (22.958) (70.450)
At the end of the exercise (64.769) (41.811)

33



Independéncia S.A. 8 Current denomination of F1 Carnes e Derivados Ltda.

(In Judicial Recovery)

F1 Carnes e Derivados Ltda.(b)
Amount of quotas owned
Percentage of participation
Equity
Profit from the exercise
Balance of investments:

At the beginning of the exercise
Result of equity accounting

Write -off through incorporation

At the end of the exercise

Independencia Guarani Sociedad Anonima(a)
Quantity of shares
Percentile of participation
Equity
Loss in the exercise
Balance of investments:
At the beginning of the exercise
Exchange variation
Capital increase by payment of shares

Result of equity accounting

At th e end of the exercise

2009 2008
72.000 72.000
90,00% 90,00%

- 157

(10) 77

140 76

2 64

142 -

- 140
2009 2008
11.880 11.880
99,00% 99,00%
(205) 8.136
(6.683) (9.098)
8.055 11
(1.641) 1.504
- 8.545
(6.617) (2.005)
(203) 8.055
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24.12 - PROPERTY, PLANT AND EQUIPMENT

2009 2008
Annual
depreciation Accumulated
rates Cost depreciation Net Net
Buildings 4% 390.296 (68.593) 321.703 304.329
Machines and equipment 10% 700.958 (177.480) 523.478 734.306
Furniture and fixtures 10% 9.079 (3.031) 6.048 5.767
Facilities 10% 127.851 (39.045) 88.806 7.826
Vehicles 20% 65.532 (46.360) 19.172 38.152
Software e hardware 20% 17.537 (2.689) 14.848 884
Improvements 4% 56.554 (1.860) 54.694 19.168
Land - 62.265 - 62.265 64.871
Property, plant and equipment in

process - 846 - 846 119.989
Right of telephone use - 22 - 22 14
Planting in progress - 1.029 - 1.029 919
1.431.969 (339.058) 1.092.911 1.296.225

24.13- LOANS AND FINANCING

Rates
Types Index (p.a.) 2009 2008
ACC(Advances on Exchange Contracts) uss$ 12,00% 364.657 472.521
BNDES Finame TILP 3,50% 52.381 124.260
Working Capital PFE 14,00% 431.160 719.892
uss$ 12,00%

Lease PRE 18,10% 11.612 16.613
Prepayment uUss$ 12,00% 117.054 307.007
Bonds uss$ 12,00% 493.222 1.226.925
Derivatives to be realized - 190.808
Total 1.470.086 3.058.026
Current Liabilities 482.452 1.539.773
Non-current Liabilities 987.634 1.518.253
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In 2007 and 2008, the Company continued its strategy of obtaining foreign financing and
extension of the debt profile. New pre -payment export op erations were realized to a total
amount of US$150,000.000, of which US$100,000,000 were for a period of three years, with a 12
month grace term. The a verage rate was at Libor plus 1. 75% a year. On 31 January 2007, the
Company issued bonds on the international market, to the amount of US$225,000.000, for a
period of 10 years. On 15 May 2008, the Company issued a new bond on the international market,
to the amount of US$300,000.000, for a period of seven years.

Finame and Lease financing is guaranteed by statutory lien of the fixed assets which were
financed. The other financing is guaranteed by the directors' collateral signature.

At the Extraordinary Sharehol dersd Gener al Meetin
contribution was approved on the part of the National Bank of Social Development -BNDES in

Independéncia Participacdes S.A. (holding), and the loan obtained from JP Morgan for the

acquisition of Goias Carne in June 2007, to the amount of US$100,000.000, equivalent to

R$250.000, was transferred from Independéncia Participacdes S.A. to Independéncia S.A.

The long term instalments mature as follows:

2009 2008
2010 - 153.667
2011 - 29.868
2012 - 89.312
2013 - 18.811
2014 -
2015 - 701.100
2016 987.634
987.634 1.518.253
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Repurchase of Bonds Issued Abroad

On 21 January 2009 the Company began a public offer to repurchase part of the bondsin
circulation on the foreign market, with a request for consent to alter the covenants on the
remaining bonds.

The rationale behind the operation consisted of the fact that the world crisis brought about a fall
in the price of the bonds, representing a price indication for negotiation on the secondary market
of around 60% of the face value. Faced with this situat ion, the Company saw the opportunity of
substantially reducing its financial liability by obtaining a discount of about 40% on the due
value.

To make the operation possible, financings were negotiated on the total amount to be spent if
the repurchasing of the bonds were successful.

The settlement of the operation abroad was arranged for 24 February 2009, when the holders of
the bonds who agreed to sell, would receive the agreed value.

There was great acceptance on the part of the investors and by the Company. On 20 February
2009, the release of funds by the financial institutions involved in the financing of the operation
of repurchase took place and on the same date the funds were sent abroad, so that they would
be available for payment to the investo rs on the prescribed date.

The value of the operation, in Reals, was approximately R$290.000.

In the interim, the Company, which was feeling the effects of the crisis, decided to suspend the
repurchase, requesting that the financial institutions involv  ed invert all the operations,
repatriating the funds again and cancelling the financings negotiated by returning the funds.

It should be noted that the date of settlement of the operation abroad coincided with a national
holiday (Carnival) and, due to th e few working days till the end of the month of February 2009,
and to the complexity of the return of the funds to the financial institutions, the operation was
only completed on 3 March 2009.
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Renegotiation of liabil ities

On 27 February 2009, the Company applied for court -ordered Judicial
Recovery(Reorganization) and had the Plan of Recovery approved on 04 November 2009.

With approval of the Plan, the liabilities were renegotiated in the following way:
1. UNSECURED CREDIT

a) Discount/Partial debt waiver: 50% (fifty percent) on the updated value of the credit
from the date of distribution of the Judicial Recovery (27 February 2009) until the date
of concession of Judicial Recovery by the Recovery Court, as follows: (i) credits in
national currency, corrected by the SELIC rate; and (ii) credits in foreign currency,
corrected by LIBOR (with minimum floor of 2%), plus 1% per year.

b) Payment of the Principal: in a single payment, payable and demandable on 30
December 2016.

c) Interest -Debts in Reals: 14% p.a. (fourteen percent per year), incident from 1
November 2009.

d) Interest -Debts in Foreign Currency: 12% p.a. (twelve percent per year), incident from
1 November 2009.

e) Periodicity of payment of interest: half -yearly from 1 July 2010.

f) Annual Capitalization at the discretion of the Company -Option PIK: The Company may,
at its own discretion, opt for capitalizing certain portions of interest annually instead of
paying them in money, and such capitalization will be subject to the following

restrictions and criteria:

f.1.) The Independence must pay in money at least 1% (one percent) interest in the first
two years, starting from 1 November 2009, being able to opt for capitalization of the
difference between the minimum payment of 1% (one pe rcent) interest and the rates
due in accordance with items (1.c.) and (1.d.) above. The product of this operation will
be incorporated into the amount of the open principal.

f.2.) from the third year, the Company must pay in money at least 4% (four perce nt)
interest, with the option to capitalize the difference between the minimum payment of
4% (four percent) interest and the rates owed in accordance with items (1.c.) and (1.d.)
above. The product of this operation will be incorporated into the amount of  the open
principal.

f.3.) in the seventh year the interest must be fully paid in money.
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Outstanding debt originating from derivatives, which ceased to exist in liabilities since it
had been exchanged for debt in Reals, was also included in this category, observing the
same criteria described above.
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2. CREDITS WITH REAL GUARANTEE(Colateral)

a) Period of grace: 2 (two) years interest and 4 (four) years principal, starting from 1
November 2009. Interest will be incident and computed on the Period of g race.

b) Interest: Consumer Price Index(IPCA)variation, plus 7% p.a. (seven percent per year),
from the date of the distribution of the judicial recovery (27 February 2009) until the
cash payment.

c) Periodicity of the Payment of Interest: 60 (sixty) m onthly and successive, payable and
demandable payments starting from 1 November 2011 until the end payment. Starting
from 1 November 2013 interest payment will be due and paid together with the amount

of the principal.

d) Payment of Principal: in 36 (thi rty six), equal and consecutive monthly payments.

24.14 - WAGES AND SOCIAL CHGES

2009 2008
Wages and charges payable 32.897 6.089
Provision for vacations e 13th- salaries and charges 3.746 21.732
Other 13 26
Current liability 36.656 27.847

24.15- TAX LIABILITIES

2009 2008
ICMS available for offset 397 29.268
Legal Entity Income Tax(IRPJ) - 4.492
Income Tax withheld at source (IRRF) 349 1.287
FUNRURAL Payments 55.853 60.384
FUNRURAlIavailable for offset 15.022 6.096
IRPJ / PIS / CSLL payment withheld from third parties 3.837 998
Other 285 427
Total 75.743 102.952
Current 16.949 42.568
Non-current 58.794 60.384
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24.16 - DEFERRED TAXES

2009 2008

Income tax on revaluation 171.420 192.689
Social Contribution on revaluation 61.711 68.983
233.131 261.672

Deferred taxes were levied on the amount recorded, which will be computed in the
determination of the real profit on the amount at which the revalued goods were
realized.

24.17 - PROVISIONFOR CONTINGENIES

2009 2008
Labor lawsuits 20.400
Tax Contingencies 2.081
Civil lawsuits 28.459
50.940

24.18 - EQUITY

Capital Stock

The subscribed and paid up capital stock on 31 December 2009 is R$ 80 (on 31 December
2008, R$ 940.295), represented by 80,000 shares (on 31 December 2008, 99.614.977
shares
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24.19 - FINANCIAL REVENUE(BDENSES), NET

2009 2008

Exchange variation active on loans 275.966 111.000
Exchange variation active on contracts 463.971 184.267
Earnings from derivatives 60.871 52.504

Revenue from debt waiver 805.293 -
Fines and interest on payments (13.000) (81.085)
Provision for exchange variation losses (92.985) (510.548)
Interest paid or incurred (94.310) (74.207)

Provision for interest on contracts (36.625) -
Exchange variation on contracts (63.223) (97.720)
Exchange variation on loans (24.615) (248.163)
Losses from derivatives (83.015) (322.333)

Discounts granted (7.018) -
Other operational revenue (expenses) (2.315) (24.962)
1.188.995 (1.011.247)

24.20 - OTHER OPERATIONAL ERENSES, NET

2009 2008

Provision for realization of stock (1.783) -
Provision for contingencies (27.062) -
ICMS write-off on non -realization (40.145) -
Premium amortization (84.720) (21.179)
Losses from industrial stoppage (108.275) (2.729)
Expenses with Leasing allocation (1.200) -
Despesas with fixed asset sales, net (36.311) -
Other operational expenses, net (8.194) -
(307.690) (23.908)
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24.21 - EXTRAORDINARY ITEMS

In the income statement, the Company consigned separately, under the heading
OExtraordinary itemsd6é, reversal of the active
accordance with the opinion of their legal advisors and in accordance with CPC item 01 -

Redudion in the recoverable value of assets:

Description 2009
Pis e Cofins Assumed Credit (160.883)
Financ.Transfer tax(CPMF) excluding export profits (636)
Deduction from Export Profit with V.A.T.(ICMS) calculation base (8.862)
INSS1/3 vacation b onus (12.700)
INSS3 Prior Notice (997)
P1S/Cofins with ICMS calculation base (21.500)
IPI Premium Credit (184.000)
Net Effect (389.578)
* * *

43



