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(A free translation of the original in Portuguese)

Review Report of Independent Accountants

To the Management and Stockholders
TAM S.A. and subsidiaries

1 We have reviewed the accounting information included in the Quarterly Information (ITR) of
TAM S.A. and subsidiaries for the quarter ended September 30, 2010, comprising the
balance sheet and the statement of income, of changes in stockholders’ equity and of cash
flows , explanatory notes and the performance report. This Quarterly Information is the
responsibility of the Company’s management.

2 Our review was carried out in accordance with specific standards established by the Institute
of Independent Auditors of Brazil (IBRACON), in conjunction with the Federal Accounting
Council (CFC), and mainly comprised: (a) inquiries of and discussions with management
responsible for the accounting, financial and operating areas of the Company with regard to
the main criteria adopted for the preparation of the Quarterly Information; and (b) a review of
information and of subsequent events which have, or could have, significant effects on the
financial position and operations of the Company and its subsidiaries.

3 Based on our limited review, we are not aware of any material modifications that should be
made to the quarterly information referred to above in order that it be stated in accordance
with the accounting practices adopted in Brazil applicable to the preparation of the Quarterly
Information, consistent with the standards issued by the Brazilian Securities Commission
(CVM).

4 On November 16, 2010 we issued a report on the accounting information included in the
Quarterly Information (ITR) of TAM S.A. on a stand alone basis, for the quarter ended
September 30, 2010. This Quarterly Information was prepared in accordance with the
accounting practices adopted in Brazil applicable to the preparation of the Quarterly
Information, consistent with the standards issued by the Brazilian Securities Commission
(CVM).

Séao Paulo, November 16, 2010.

PricewaterhouseCoopers
Auditores Independentes
CRC 2SP000160/0-5

Carlos Alberto de Sousa
Contador CRC 1RJ 056561/0-0 “S” SP



TAM S.A.

Condensed Consolidated Balance Sheet

As at September 30, 2010 and December 31, 2009

In thousands of reais, unless otherwise indicated

Assets

Current assets

Cash and cash equivalents

Financial assets at fair value throughipeofd loss
Trade accounts receivable

Inventories

Taxes recoverable

Prepaid expenses

Derivative financial instruments

Other receivables

Non-current assets

Restricted cash

Deposits in guarantee

Deferred income tax and social contribution
Prepaid aircraft maintenance

Other receivables

Derivative financial instruments

Property, plant and equipment

Intangible assets

Total assets

September 3C  December 31 September 30, December 31
Note 2010 2009 Liabilities Note 2010 2009
(Unaudited) (Unaudited)
Current liabilities
950,387 1,075,172 Suppliers 385,93¢ 430,98
1,273,228 1,011,022 Financial liabilities 8 1,271,72: 1,244,685
5 1,650,198 1,121,979 Salaries and social charges 443,47t 307,60°
179,662 195,092 Deferred income 1,894,43 1,698,321
134,889 99,268 Taxes, charges and contributions 298,33t 179,66:.
147,486 148,910 Interest on own capital and dividends payable 66C 233,98!
9 1,629 Derivative financial instruments 87,99: 235,72
91,533 143,463 Other current liabilities 136,42¢ 123,69
4,429,012 3,794,906 4,518,98: 4,454,66
Non-current liabilities
109,151 79,370 Financial liabilities 8 6,013,61 5,924,737
49,557 59,520 Derivative financial instruments 48,67 6,288
6 335,076 621,296 Deferred income 74,85¢ 100,16¢
397,921 408,628 Provisions for contingencies 192,59¢ 666,57.
23,215 28,549 Refinanced taxes payable under FiscabRay Program 404,28 319,67:
9 3,639 Other non-current liabilities 233,24; 173,94
7 7,414,966 6,910,496
588,348 241,701 6,967,27 7,191,386
8,921,873 8,349,560
Total liabilities 11,486,253 11,646,051
Equity
Capital and reserves attributable to equity <
holders of TAM S /A
Share capital 11 675,49 675,49
Revaluation reserve 12 107,34« 116,50-
Other reserves 13 781,75: 131,58:
Retained earnings (accumulated deficit) 105,88( (428,577)
1,670,47 495,00
Non-controlling interest 194,15¢ 3,408
Total equity 1,864,63: 498,41!
13,350,885 12,144,466 Total liabilities and equity 13,350,885 12,144,466

The accompanying notes are an integral part of this condensed consolidated interim financial information.
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TAM S.A.

Condensed Consolidated Income Statements (unaudited
Three and nine month periods ended September 30, 2D and 2009

In thousands of reais, unless otherwise indicated

Revenue

Operating expenses

Operating profit before movements in fair value offuel
derivatives and loss on revaluation of aircraft

Movements in fair value of fuel derivatives

Loss on revaluation reserve of aircraft recogninettie

income statement
Operating profit/(loss)

Finance income
Finance costs

Profit before income tax and social contribution
Income tax and social contribution

Profit for the period (all continuing operations)

Attributable to
Non-controlling interest
Equity holders of TAM

Earnings per share (common and preferred) — in R$

Basic
Diluted

TAM S.A.

Quarter ended

Nine months ended

September 3C September 3C Septembel September 3C

Note 2010 200¢ 30, 2010 2009

14 2,938,800 2,381,189 8,154,092 7,268,550
15 (2,248,309) (2,325,368) (7,334,653) (7,237,864)

690,491 55,821 819,439 30,686
12,735 2,938 (33,852) 251,727

(155,384) (445,629)

703,226 (96,625) 785,587 (163,216)

16 652,185 670,540 1,521,569 2,162,465
16 (207,386) (271,273) (1,414,801) (819,421)
1,148,025 302,642 892,355 1,179,828
17 (396,030) (74,032) (345,111) (391,337)
751,995 228,610 547,244 788,491

11,970 201 19,881 1,451

740,025 228,409 527,363 787,040
18 4.92 1.52 3.51 5.21
18 491 1.52 3.50 5.24

Condensed Consolidated Statements of Comprehensilreome (unaudited)
Three and nine month periods ended September 30, 2D and 2009

In thousands of reais, unless otherwise indicated

Revaluation of property, plant and equipments pfiédix
Currency translation losses, no tax effect

Net (expense) recognized directly in equity, net aéx

Profit for the period (all continuing operations)

Total comprehensive income for the period

Attributable to
Non-controlling interest
Equity holders of TAM

Earnings per share (common and preferred) — in R$

Basic
Diluted

Quarter ended

Nine months ended

The accompanying notes are an integral part otcthrislensed consolidated interim financial inforoati

September 3C September 3C September 3C September 3C
2010 200¢ 2010 2009
(156,449) (753,201)
(1,369) (2,922) (2 (18,003)
(1,369) (159,371) (771,204)
751,995 228,610 547,244 788.491
750,626 69,239 547,242 17.287
11,970 201 19,881 1,451
738,656 69,038 527,361 15.836
4.92 1.52 3.51 5.24
491 152 3.50 5.24



TAM S.A.

Condensed Consolidated Statement of Changes in Etju{unaudited)

Nine months periods ended September 30, 2010 andd20
In thousands of reais, unless otherwise indicated

At December 31, 2008

Total comprehensive income for the
period, net of tax

Revaluation reserve depreciation of

aircraft

Other movements
Transactions with owners:
Stock option plan expense

Subtotal transactions with owners

At September 30, 2009

At December 31, 2009

Total comprehensive income (loss) for

the period, net of tax
Revaluation reserve depreciation of
aircraft

Exchange rate on foreign subsidiary
Stock option plan expense

Transactions with owners:

Dividends and interest on own
capital to non-controlling
interest of Multiplus S.A. and
Mercosur

Advanced for future capital
increase (Note 11.d)

Sale of treasury shares to
beneficiaries of stock option
plan

Transfer to non-controlling
shareholders:

Effect on equity of the issuance and sale

of new shares of Multiplus S.A.
(Note 1)

Subtotal transactions with owners

At September 30, 2010

Other Non-
Share  Revaluation reserves Retained controlling
capital Reserve (Note 13) earnings Total interest Total
675,497 1,146,829 92,092 (591,525) 1,322,893 4,234 1,327,127
(753,201) (18,003) 787,040 15,836 1,451 17,287
(36,371) 36,371

(2,397) (2,397)

9,556 9,556 9,556

9,556 9,556 (2,397) 7,159
675,497 357,257 83,645 231,886 1,348,285 3,288 1,351,573
675,497 116,504 131,583 (428,577) 495,007 3,408 498,415
2) 527,363 527,361 19,881 547,242

(9,160) 9,160

(157) (157) (157)

11,588 11,588 11,588

(9,078) (9,078)

144,407 144,407 144,407

5,062 (1,909) 3,153 3,153

489,115 489,115 179,947 669,062

638,584 (1,909) 636,675 170,869 828,210

675,497 107,344 781,753 105,880 1,670,474 194,158 1,864,632

The accompanying notes are an integral part otcthrislensed consolidated interim financial inforoati
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TAM S.A.
Condensed Consolidated Statement of Cash Flow
Nine month periods ended September 30, 2010 and 20naudited)

In thousands of reais, unless otherwise indicated

Note

Cash generated from (used in) operating activities 19
Taxes paid
Interest paid

Net cash generated from (used in) operating activés

Cash flows from investing activities
Investments in restricted cash
Cash paid for business combination net of cashwed¢Note 1)
Proceeds from sale property, plant and equipmd?E)P intangible
Purchases of property, plant and equipment (PPE)
Purchases of intangible assets
Purchases of assets of TAM Milor including TAM Bdasn(Note 1)
Deposits in guarantee
Reimbursements
Deposits made
Pre delivery payments
Reimbursements
Payments

Net cash (used in) investing activities

Cash flows from financing activities
Proceeds from sale of treasury shares upon egestigtock options
Net cash received in a public offering of sharesulfsidiary Multiplus

Cash proceeds from issuance of sharesninemtion with acquisition of assets of
TAM Milor (Note 1)

Dividends paid — TAM S.A.
Dividends paid and interest on capital ownan-controlling shareholders of
Multiplus and Mercosur

Short and long-term borrowings
Issuance
Repayment
Debentures
Issuance
Repayment
Capital element of finance leases

Net cash (used in) provided by (used in) from finacing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the pedo

Cash and cash equivalents at end of the period

Supplementary information on cash flows:

The accompanying notes are an integral part ofctimslensed consolidated interim financial inforomati

September 30, September 30,
2010 2009
668,927 301,859
(26,719) (86,967)
(232,397) (262,167)
409,811 (47,275)
(29,781) (115,672)
(9,044)
23,322 32,050
(99,626) (136,532)
(96,009) (69,920)
(98,433)
18,438 37,767
(9,223) (27,391)
112,493 67,500
(132,296) (76,279)
(320,159) (288,477)
2,357
657,048
72,963
(233,325)
(9,078)
63,572
(144,055) (146,072)
594,595

(166,667)
(393,680) (401,164)
(214,437) 110,931
(124,785) (224,821)
1,075,172 671,785
950,387 446,964




TAM S.A.
Condensed Consolidated Statement of Cash Flow
Nine month periods ended September 30, 2010 and 20naudited)

In thousands of reais, unless otherwise indicated

September 30, September 30,
Note 2010 2009
Non cash investing and financing activities
— Acquisition of aircraft under finance lease 804,615 181,201
— Acquisition of assets of TAM Milor througgsuance of shares (Note 1) 71.444

The accompanying notes are an integral part ofctimslensed consolidated interim financial inforomati



TAM S.A.
Notes to the Condensed Consolidated Interim Finanai Information

Three and nine month periods ended September 30
In thousands of reais, unless otherwise indicated

General Information

TAM S.A ("TAM" or the "Company") was incorporatechdMay 12, 1997, to invest in companies which caoty air
transportation activities. The Company wholly owh&8M Linhas Aéreas S.A., ("TLA"), a company that ogs in the
transportation of passengers and cargo in Brazilaninternational routes, and also owns 94.98%rahsportes Aéreos del
Mercosur S.A. ("TAM Airlines"), an airline headqterred in Assuncion, Paraguay, which operates imdeay, Argentina,
Brazil, Chile, Uruguay and Bolivia. TAM is incorpied and domiciled in Brazil and its registeredceffis in Av. Jurandir,
856, Lote 4, 1st floor, Séo Paulo, SP.

On July 15, 2005, the Company concluded a publieriofy of shares on the S&o Paulo Stock ExchanBOMYESPA. On

March 10, 2006 the Company made an additional puffering — this time in the BM&F — Bolsa de Vadsr Mercadorias e
Futuros (BM&F BOVESPA) and in the New York StockdBange — NYSE (in the form of American Deposit8hares —
ADS), which was concluded on April 6, 2006.

The Company, through its subsidiary TLA, contrdie tompanies TAM Capital Inc, (“TAM Capital”), TAMapital Inc, 2
(“TAM Capital 2"), TAM Financial Services 1 Limite'TAM Financial 1”) and TAM Financial Servicesldmited (“TAM
Financial 2”), all headquartered in the Caymannda whose main activities involve aircraft acdiosi and financing and
issuance of debt. Debt issued by these wholly-owtmadpanies is wholly and unconditionally guarantegd AM. TLA also
controls the company TAM Viagens e Turismo LtddAM Viagens”) and TAM Milor Taxi Aéreo, Represenfsss, Marcas e
Patentes S.A. (“TAM Milor”),, whose corporate pusgais to carry out the activities of a travel aodrism agency, under the
name TAM Viagens and ownership of the TAM Brandpextively.

The Company controls TP Participa¢des Ltda. whiohJaly 20, 2009, changed its name to TP Franchikiag.(“TP
Franchising”) and modified its corporate purposeh® development of franchises. This company hasang activity since
October 23, 2004, when it was established.

In the Extraordinary General Meeting (AGE) held@ctober 28, 2009, it was approved the change ohdmee of Q.X.S.P.E.
Empreendimentos e Participagbes S.A. to Multiplua.(SMultiplus”). Multiplus’s main activity is thedevelopment and
management of customer loyalty programs. A pubfiermmg of shares of this subsidiary was concludad-ebruary 05, 2010.
See “Corporate Reorganization” below.

Since March 15, 2010, date on which its purchase amproved, the Company controls Pantanal LinhazaséS.A. —
“Pantanal”. See “Acquisition of Pantanal” belownBmal is under bankruptcy protection.

On July 13, 2010, TIA acquired TAM Milor. See “Adgition of TAM Milor” below.

This condensed consolidated interim financial infation statement, of TAM and its subsidiaries wagraved by the Board
of Executive OfficersDiretoria) on November 12, 2010.

Corporate Reorganization

During the second semester of 2009, the Compangrammht a corporate reorganization that resultethéncreation of the
subsidiary Multiplus. Multiplus is domiciled in Bzt engaged in the development and managemenusiomer loyalty
programs, the creation of databases, the salenafrderedemption rights under customer loyalty paogs, and the purchase of
items related directly and indirectly with the diyanent of the aforementioned activities.

The corporate reorganization had the purpose afgeafing and transferring all of the TLA customeydlty business to a
separate company, providing more rationalizatiothenoperational, administrative and financial ctinoes of customer loyalty
business of TLA, and greater efficiency, profitépiand independence. The changes made can beseeped as follows:



TAM S.A.

Notes to the Condensed Consolidated Interim Finanai Information

Three and nine month periods ended September 30
In thousands of reais, unless otherwise indicated

TAM Linhas
Aéreas S.A.

TAM Loyalty Program

Begin assumecdetttdusive management of the TAM Loyalty Program.

On February 3, 2010 Multiplus was listed as a mipliraded company under BMF&Bovespa. On Februarg®L0, the
Company carried out an Initial Public Offering, aining proceeds for the gross the amount of R$388,,which net of issue
costs of R$ 35,337 and the related tax effect ol R$14, resulted in a capital increase of R$ 888,through the issuance of
43,274,000 shares of common stock at the issue pfiR$ 16.00 per share.

At the time of the public offering, transactionslaresults of Multiplus were not relevant and Muligphad shareholders equity
of less than R$ 1,000. As a result of the publferifig TAM had its interest in Multiplus reduceain 100% to 73.17% while
maintaining control. The sale of shares in the jgubffering resulted in an increase in the parttipn of non-controlling
interest of R$ 179,947 and a reduction in the egeof TAM determined as follows:

Public offering

Shareholders equity of Multiplus before issuanfcghares 970
Interest of TAM in Multiplus - % 100%
Interest of TAM in Multiplus 970
Shareholders equity of Multiplus after issuancshafres 676,415
Interest of TAM in Multiplus - % 73.17%
Interest of TAM in Multiplus 494,933
Increase in non-controlling interest 179,947
Transfer from non-controlling interest to equityrisutable to equity share holders of TAM S.A. 489,115

The following table presents the disclosures remgliipy accounting standards for increases in eaittjbutable to equity
holders of TAM as result of transactions with namirolling interests when control in the investeenaintained:

Quarter ended Nine months
September 30, ended September
2010 30, 2010
Profit attributable to shareholders of TAM 740,025 527,363
Transactions with non-controlling interests:
Increase in shareholders equity of TAMaasesult of the public offering of Multiplus 48931 489,115
Profit attributable to shareholders of TAld transfers from non-controlling shareholders 29,240 1,016,478

Acquisition of Pantanal

On December 19, 2009 TAM announced and reportethéoComissdo de Valores Mobiliarios (“CVM”), the ailian
securities commission and other appropriate autbsihat it had agreed to purchase all shardseofegional airline company
Pantanal. This acquisition, which has substantratesgic value in the view of management, has @hage price of R$ 13
million, and R$ 3 million were paid in December 208s an advance and the remaining amount of R$illiomwas paid in
March 2010. This acquisition represents an imporséep towards transformation of the Company inthvarsified business
group in the civil aviation field, pursuant to @bjective of constantly seeking out new opportesitior growth. On March 15,
2010 this acquisition was approved by the Agéncaidhal de Aviacdo Civil (“ANAC”) the Brazilian cilvaviation agency
and on March 30, 2010 Pantanal’s authorizatiorperate was renewed to 2020.



TAM S.A.
Notes to the Condensed Consolidated Interim Finanai Information

Three and nine month periods ended September 30
In thousands of reais, unless otherwise indicated

No contingent purchase price exists as result eftéims of the transaction and the selling shadensldid not grant any
guarantees or indemnification rights with respeatdntingent liabilities.

Pantanal had at the date of the acquisition a théd¢hree ATR42-320 aircraft and operates out ab Baulo’s Congonhas
Airport, performing regular passenger and cargosjpartation services from S&o Paulo to six citieth wnedium-sized
population in the states of S&o Paulo, Minas GematsParand. Its ATR42-320 aircraft regularly fliesand from Aracatuba,
Bauru, Marilia, Presidente Prudente, Juiz de Fawh Maringa. During 2009 it transported approximat260 thousand
passengers. On September 30, 2010, the Compariivd#@sTR42-320 aircrafts.

After concluding the acquisition of Pantanal, then@®any prepared an opening balance sheet as afidgt28, 2010, where
assets and liabilities of Pantanal were recordedeurthe purchase method, in compliance with CPC- 1Business
Combinations. Under this method, identifiable assatd liabilities were recognized at their fair uealon the date of
acquisition. As part of this process, items inctlideproperty and equipment of Pantanal were resmbed fair value.

The main components of the preliminary opening iizdasheet as of February 28, 2010 are as follows:

Balances at Opening balance sheet
February 28, 2010 — at, February 28, 2010 -
Historical amounts Acquisition adjustments Preliminary
Assets
Cash and cash equivalents 95€ 956
Accounts receivable 5,73¢ 5,733
Inventories 7,76 7,765
Others accounts receivable 2,157 2,157
Property, plant and equipment 26,37: (12,392) 13,981
Intangible assets 124,927 124,927
Total 42,98¢ 112,535 155,519
Liabilities
Current
Suppliers 5,44( 5,440
Financial liabilities 16,28 16,284
Salaries and social charges 13,44 13,441
Deferred revenue 4,80¢ 4,808
Taxes, charges and contributions 7,75€ 7,756
Provisions 7,38¢ 7,386
Other current liabilities 2,88¢ 2,886
Non-current
Fiscal recovery program 68,93t 68,935
Contingencies 10,39( 10,390
Other provisions 5,19: 5,193
142,51¢ 142,519
Equity (99,535 112,535 13,000
Total 42,98¢ 112,535 155,519

The main adjustments relating to the opening baaheet as of February 28, 2010 were as follows:

R$ mil

Adjustments of property, plant and equipment toalue (12,392)
Intangible asset at fair value 124,927
112,535
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TAM S.A.
Notes to the Condensed Consolidated Interim Finanai Information

Three and nine month periods ended September 30
In thousands of reais, unless otherwise indicated

On a preliminary basis management has identifiedsegmrable intangible assets the airport operaiigints. Also on a

preliminary basis management estimated the fainevaf such intangible assets at R$ 124,927.Thgbesrare considered to
have an indefinite useful life and are based onetkmected profitability from operating schedulegtts from the relevant
airports. TAM management assesses the impairmethiose rights annually, or in a shorter periodha évent of changes in
circumstances.

The amount of intangible assets represents manaxjdmest estimate based on current available infdaomaManagement
expects to perform a valuation of certain additiassets and liabilities, including intangible dssend contingent liabilities,
until the end of the year 2010 which may resulidijustments to the preliminary allocation.

Previous to the date of purchase, there were atioakhips between TAM and Pantanal.

The following table presents revenue and loss aftael consolidated in the financial statement3AM from the date of
purchase:

Quarter ended Nine months period
September 30, 2010 ended September 30,2010

Revenue 24,962 42,322
Loss for the period (3,741) (8,231)

Aquisition of TAM Milor

On July 13, 2010, the Board of Directors of the @any approved, the acquisition through its subsjdid_A, of all shares of
the shareholders of TAM Milor which are also shatdbrs of the Company.

TAM Milor is the holder of the brand “TAM” and otheelated brands (“TAM" Brands) which are used by €Company, by
TLA and other related companies. The authorizationse the TAM Brands referred above by the Comanty subsidiaries
was formalized in a license agreement for useaafemarks, on March 10, 2005 as further detailddiote 21.

Considering that TAM Milor does not meet the dafoni of a “business” the transaction has been ateoufor as an
acquisition of assets.

The consideration paid by TLA was comprised by:ga&gash payment of R$ 25,481 on the date of theeaggnt, and (b) the
issuance of a note payable by TLA to the sellirgrsholders for an amount of R$ 144,395 (Note 11 (d)

Contemporaneously it has been agreed that Notebfgps TLA would be contributed by the selling sfaslders to TAM in
exchange for 5,621,634 newly issued common shdréaM. Also it has been agreed that at its turn TAMuld contribute
the Note to TLA in exchange for shares of TLA. Befand after the contribution of the Note to TLA MAhas call
outstanding shares of TLA.

In order to avoid dilution of the other sharehofdeot contributing the Note and in accordance Bithzilian Corporate Law

all other shareholders of the Company have the t@hcquire from the Company part of the 5,621 ,684/ly issued common

shares (proportional to their interest in the apif the Company) through a cash payment (pretereight). The proceeds
from the issuance of such shares by the Company beugsed to repay the Note. As a result of theglmanism the selling

shareholders of TAM Milor would receive in additibm the cash payment of R$ 25,481, the proceeds fhe issuance of

shares to other shareholders who exercised thefengnce right and the newly issued common shavesssued to other

shareholders. The preference right was exercisesbine shareholders which resulted in proceeds fhenissuance of shares
to them of R$ 72,963.
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TAM S.A.
Notes to the Condensed Consolidated Interim Finanai Information

Three and nine month periods ended September 30
In thousands of reais, unless otherwise indicated

As a result acquisition of TAM Milor resulted inglfiollowing consideration:

Paid in cash as result of the agreement 25,481
Paid in cash as repayment of the Note with procdeoi issuance of shares to other

shareholders who exercised their preference rights 72,963
Sub-total paid in cash 98,444
Issuance of shares to selling shareholders asmep#yof the Note 71,444
Total consideration on acquisition of TAM Milor 169,888

The amount in the transaction by TLA was R$ 169iom) basically related to the acquisition of thad “TAM”, of which
R$ 25 million of this amount will be paid in cash signing date of the purchase and sale agreenfestazes and the
remaining R$ 144 million is financed through issteof promissory notes in favor of the sellerswimich the increment of
credit held in a capital increase of the Companthiwithe limit of authorized capital (Note 11.ckitg assured the right of
preference to other shareholders. This right wasotsed by the inflow of resources in the Companthie amount of R$ 73
million, as set out in corporate actions were tfamed to the holders of the original claim.

The only relevant assets held by the entity acquare the TAM Brands.

The assets of TAM Milor acquired have been recoiatdts estimated fair value which also approxiradtee value of the cash
paid plus the fair value of the common shares oMTi&sued. The fair value of the TAM Brands has bestimated using
income approach techniques through the use of aidndiscounted cash flows and the valuation has Iperformed by
specialized appraisers.

As of September 30, 2010 the Company was in thegss of finalizing the processes required to idbgeshares under
Brazilian Corporate Law and for that reason th&%5,634 common share certificates have not yet ssered. As a result the
credit to equity resulting from the receipt of thssets of TAM Milor is recorded as of September ZW,0 under “Other
reserves — Advance for future capital increasgiotJissuance of the share certificates the amoilhtes reclassified to
“Share Capital”.

Basis of preparation

The condensed consolidated interim financial infation for the three and nine month periods endegdeBgber 30, 2010 and
2009 has been prepared in accordance with PronmemteCPC 21 — “Interim financial reporting”, issuled the Comité de
Pronunciamentos Contabeis (“CPC"), the Braziliamdding Pronuncements Committee.

The consolidated interim financial information alibbe read in conjunction with the annual finahsiatements for the year
ended December 31, 2009, which have been preparadcordance with pronouncements issued by the &RiCthat were

approved by the CVM. Standards issued by the CBIy, ¢onverge with international standards issugdhe International

Accounting Standards Board - IASB.

TAM also prepares interim financial information atcordance with accounting practices adopted irziB(BRGAAP)

applicable to the preparation of the Quarterly tnfation, consistent with the standards issued B @VM on an
unconsolidated parent-company basis. A reconaliatif net income for the nine months ended Septe@®e2009 and equity
as of September 30, 2009 between the unconsolidadeent company information and the consolidatddrination is

presented in Note 23.

The condensed consolidated financial informationpiesented in thousands of Brazilian reais, exeefpére indicated
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2.1

2.2

(@)

TAM S.A.

Notes to the Condensed Consolidated Interim Finanai Information

Three and nine month periods ended September 30
In thousands of reais, unless otherwise indicated

otherwise.
Consolidation

All the entities in which the Company has investisare subsidiaries of the Company. Subsidiariesatientities (including
specific purpose entities) over which TAM has thewpr to govern the financial and operating policigenerally
accompanying a shareholding of more than one lialfeovoting rights. The existence and effect aigptial voting rights that
are currently exercisable or convertible are cargid when assessing whether TAM controls anothigtly eBubsidiaries are
fully consolidated from the date on which contrsltiansferred to TAM. They are consolidated frora ttate that control
ceases.

Intercompany transactions, balances and unreafiaéts on transactions between the companies angnatied. Unrealized
losses are also eliminated but are considered asnpairment indicator of the asset transferred. ddeting policies of
subsidiaries have been changed where necessanguceeconsistency with the policies adopted by TAM.

Companies included in the consolidated financial atements

Ownership and voting power %

September 3( December 31,
Reporting date Ownership 201( 2009
TLA 09.30.2010 Direct 100.00 100.00
TAM Viagengi) 09.30.2010 Indirect 99.99 99.99
TAM Capital(i) 09.30.2010 Indirect 100.00 100.00
TAM Capital 2(i) 09.30.2010 Indirect 100.00 100.00
TAM Financial 1(i) 09.30.2010 Indirect 100.00 100.00
TAM Financial 2(i) 09.30.2010 Indirect 100.00 100.00
FundoSpitfire Il (exclusive investment fund) (ii) 09.30.2010 Indirect 100.00 100.00
TP Franchising 09.30.2010 Direct 100.00 100.00
Mercosur 08.31.2010 Direct 94.98 94.98
Multiplus (iii) 09.30.2010 Direct 73.17 100.00
Pantanal (iv) 09.30.2010 Direct 100.00 -
TAM Milor (v) 09.30.2010 Indirect 100.00 -

(i) TAM's investments are held indirectly throughA

(i) TAM's investment is held 30% directly and 7@Btough TLA.

(iiiy See “Corporate reorganization”.

(iv) As mentioned in Note 1, the Company startedticlling Pantanal on March 15, 2010. The conder=mtsolidated interim information for the period
ended September 30, 2010 include the net loseahtinths from March to September of Pantanal.

(v) See “Acquisition of TAM Milor”.

Recent accounting developments

The following accounting standards and amendmenttandards are mandatory for the year beginnintainuary 2010 and
have been applied by TAM:

e CPC 03 (R2) “Statement of Cash Flows” (amendmefigctive for periods beginning on or after Janukr010. It
requires that only expenditures that result inrg@ognition of an asset in the balance sheet tssifiled as investing
activities. The application of this standard did have any material impact.

e CPC 01 (R1) “Impairment of Assets” (amendments) keWthe fair value less costs to sell is calculdtased on
discounted cash flows, disclosures equivalentasétfor calculation of the value in use should laelen as well as the
clarification that the largest cash generating toivhich to the goodwill should be allocated isoperating segment.
The application of this standard did not have amayemal impact.
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e CPC 05 (R1) “Related-Party Disclosures”. This staddexcludes the requirement for public or mixedreany
companies to disclose details of the transactioth whe federal government or with public or mixexaxeomy
companies.

The following new standards, amendments to stasdardinterpretations were issued by the Internatiohccounting
Standards Board — IASB and CPC has already prepaqgasure drafts of amendments to its standardswiolg the same
criteria than in the standard amendments or inééafions issued by the IASB and have submittedetstendards to the public
hearings. However no final standards have yet liemired and therefore, its application is not pesdiin Brazil until his
approval:

e CPC 06 (R1) equivalent to IAS 17 “Classificationleases of land and buildings”, effective for pdsedeginning on
or after January 1, 2010. Elimination of the guitkaim relation to lease of land to eliminate theoimsistency with the
general principles of IAS 17.

¢ CPC 04 (R1) equivalent to IAS 38 “Intangible Ass@inendment), effective for periods beginning ofter January
1, 2010. It clarifies guidance in measuring the ¥alue of intangible assets acquired in a businessbination.

The following interpretations and amendments tataxgy standards were published by the Internatidwwabunting Standards
Board — IASB, but there is no equivalent standasdiéd by the CPC and as a result their applicati@nazil is not permitted.
The CPC is committed to reviewe and update alitaedards and interpretation in order for thenedutly converged with the
international accounting standards issued by tf&BIA

« IFRS 1 (amendment) — “Oil and Gas Assets and Gleason of Lease”, effective for periods beginniag or after
January 1, 2010.

* IFRS 2 (amendment) — “Cash-Settled Shared-Baseth@&dy, effective for periods beginning on or affanuary 1,
2010. The revised standard clarifies how to deteensihare-based payment transactions in the coatadidnd in the
separate financial statements of subsidiaries.

* IFRS 3 (amendment) — “Business combination” — ¢ffedor periods beginning after July 01, 2010.

¢ IFRS 7 (amendment) — “Financial instruments diagles” — improvements. The alteration was issuellay, 2010
applicable for periods beginning after July 01, @01

« |AS 1 (amendment) — “Presentation of financial estants” — It clarifies that a possible settlemehtdiability
through the issuance of shares is not significantité classification as current or non-currenfeetive for periods
beginning on or after January 1, 2010 and otheificlations about equity information applicable ftire periods
beginning after January 01, 2011

* |AS 32 (amendment) — “Classification of Rights lssiy effective for periods beginning on or aftebfery 1, 2010.

e« IFRIC 14, IAS 19 - “The Limits on a Defined Benefisset, Minimum Funding Requirements and theirrbatgon”,
effective for periods beginning on or after Janugr2011. This standard removes an unintentionaseguence of
IFRIC 14 related to voluntary advance payments where is a minimum funding requirement.

« |FRIC 19 - “Extinguishment of Financial Liabilitiegith Equity Instruments”, effective for transactcarried out on
or after July 1, 2010. This standard clarifies @lseounting treatment when an entity renegotiatesetms of its debts
and as a result the liability is extinguished uploa issuance, by the debtor, of shares of its &lapit behalf of the
creditor.

¢« IFRS 9 - “Financial Instruments” (effective for wets beginning on or after January 1, 2013) — Taedard specifies

how an entity should classify and measure its fiiglrassets. It requires that all financial asbetelassified based on
the entity’s financial asset management model aedcharacteristics of the contractual cash flonwaséets. All
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financial assets will be initially measured at featue and subsequently measured at fair valuenortized cost.

Accounting policies

Except as described below, the accounting polieigglied are consistent with those of the consdddlaannual financial
statements for the year ended December 31, 208Pamed in accordance with accounting practicestadap Brazil.

Management assesses quarterly if the recorded d@mbdiight equipment differs materially from thenaunt that would be
determined if the fair value was used. When itdadtuded that the carrying amount is significamtifferent from the fair

value, management internally estimates the fainevéh each quarter, instead of using independeaigal reports. During the
three and nine months ended September 30, 201& Were no significant changes in the fair valueewltompared to
December 31, 2009.

Financial risk management
Financial risk management

TAM's activities expose it to a variety of financiessks: market risk (including currency risk, intst rate risk and price risk),
credit risk and liquidity risk.

The Company has a formal Risk Management Policy tiedines the rules to be followed and authoriZes Treasury
Department to enter into derivative transactioniider to reduce the impact that possible fluctutiin fuel prices and
foreign exchange and interest rates may have ara#ilk flows. The management of risk is monitoredheyRisk Committee
that is, responsible for, among other assignments:

« Decide on the increase in the hedge percentagds)ebased on TAM strategic issues, and monitor the
comparison between budgeted, TAM and market saesg)ari

¢ Manage and monitor the risk exposure;

*  Monitor the compliance with the hedge policy;

< Decide on the market risk exposure level,

e Establish financial limits for all institutions dudrized to carry out hedge transactions;
. Monitor the performance of hedge transactions,

Derivatives, when contracted, are used in line Wi&M's policies, considering liquidity, expectedpact on TAM's results

and cash flows and cost/benefit analysis of eadlitipn taken. Controls over the use of derivativedude ensuring that the
derivatives contracted are in line with market satdl of the derivatives entered into are to natg TAM's risk exposures and
are not used for speculation.

Market risks

The Company is exposed to market risks arising fitsrmormal business activities. These market riglkscipally relate to
changes in interest rates, exchange rates or gtpitices, Such variations can negatively affestdash flow and future
expenses. Market risk is the risk of a possibles ldsrived from variations in the prices of marketes (rates of exchange,
interest rates, prices of commodities, or othdra) imay affect the Company’s cash flow or resditee Company entered into
derivative contracts with the purpose of reducihg tisks derived from variations in these factétslicies and procedures
have been implemented to evaluate these riskscamabiitor the transactions with derivatives. Thégies establish minimum
and maximum levels of protection, and requires tloainterparties have investment grade credit rasgondition for entering
into the transactions.
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Risks relating to variations in the price of je fuel

(i.1) General policy

i.2)

(i.3)

One of the most important financial risks of aidicompanies is the volatility in fuel prices. Frepresented 39.0% and 34.3%
of operating costs for the three and nine monthioge ended September 30, 2010 (09.30.2009 — 38rk¥27.9%).

The Company has entered into derivative transastionorder to economically hedge itself againss thigk. TAM's Risk

Committee has established policies for achieving. thhe policy establishes to carry out derivatikensactions covering a
maximum level of 60% of the fuel consumption progecfor the following twenty-four months and minimdevels of 20% of

the consumption projected for the first twelve nisneaind 10% for the subsequent twelve months. Swagmns, or a

combination of these instruments, using marketegrior crude oil, heating oil or jet fuel as thederlying may be used to
achieve TAM's aims.

Characteristics of the derivatives instrumats used

In Brazil the price of jet kerosene is determingdie state-controlled oil company, Petrobras, thaseinternational jet fuel
prices. TAM aims to reduce the volatility in itsrksene price by using derivatives based on crud&\@st Texas Intermediate
or "WTI"). WTI is highly correlated with TAM'’s aveige Jet Fuel Price. This strong fundamental artéstital relationship,

coupled with the fact that crude oil is arguablg tmost actively traded commodity, led TAM to el&ef| as the main

underlying for its fuel hedging program. At Septe&nB0, 2010 all financial instruments entered iate “over the counter”.
Due to the restructuring of the maturity of certainits derivatives, which took place in the ficgtarter of 2009, and third
quarter of 2010, TAM has agreed to deposit a portibthe fair value of some of those restructuredvatives as collateral.
Financial instruments posted as collateral areunhetl in the statement of financial position undRestricted Cash” and
“Financial assets at fair value through profit dods” and its carrying amount is R$ 125 million S¢ptember 30, 2010
(12.31.2009 - R$ 96 million).

All the counterparties are rated as “low risk afdit” by the main credit-rating agencieitdndard & Poors, Fitcle Moody’s.

As TAM does not hedge 100% of its expected fueldsewith derivatives, any increase in kerosene prisél not be
completely offset by changes in the fair value efivhtives; similarly decreases in kerosene prigiishave a net benefit to
TAM as they will not be fully offset by change imetfair value of the derivatives.

Restructuring of derivatives during 2010

In the third quarter of 2010, the Company made & restructuring of certain of its derivative, whos®rket value was

R (155) million at June 30, 2010. The restructurdognprised (i) extending the maturity date of datilves and the spreading
the new maturities over a longer period, extendhmg term of derivatives, and (ii) reducing the eis prices. With this

action, the Company sought to extend the coverag®g of hedge transactions, adjusting its leveldefivatives to the

minimum levels required by the policy.

The coverage profile, which was concentrated ingbeond half of 2010, before the restructuring tes distributed over
2011 and 2012, including a small coverage in th&t fjuarter of 2013. For the 12 months, from Sept#m80, 2010 the
coverage comprises 24% of the anticipated consempffhe average strike price for transactions adiyreoutstanding
maturing in the same period is US$ 87 per barreé fiestructuring of the derivatives representegdaction of approximately
US$ 60 million (not reviewed by independent auditifrexpected disbursement.

Derivative financial instruments used asdeedf changes in jet fuel prices were accountecafdair value, with unrealized
gains and losses recognized in the income staterRestructured derivatives continue to be measatddir value after the
restructuring and, as a result, the impact of #s¢ructuring has been recognized in gains anddass@art of the reassessment
of the derivatives’ fair value. Consequently, th@acts of the restructuring of derivatives havenbeeognized in the income
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statement. The Company is assessing the possibfligpplying hedge accounting for new derivativesé entered into in
future periods.

Outstanding positions of derivatives

The following table presents the percentages afipated consumption covered for the next 12 moafter each date and the
average strike price for the transactions outstands of each of those dates:

September 30, December 31,

2010 2009

% of coverage anticipated for the next 12 months 24% 23 %
Average strike price for outstanding derivatives US$ 87/bbl US$ 115/bbl
Market price of WTI US$ 80/bbl US$ 79/bbl

The following table presents both the notional ami@nd fair value of outstanding derivatives asath date broken down by
maturity:

2010 2011 2012 2013 Total
At December 31, 2009
Notional amount — thousands of barrels 3,429 145 3,574
Fair value — R$ thousand (214,673) (6,288) 20(261)
At September 30, 2010
Notional amount — thousands of barrels 785 3,985 2,710 150 7,630
Fair value — R$ thousand (19,702) (52,658) (30,340) (1,165) (103,865)

TAM only contracts derivatives with counterpartigBich have an investment grade rating issued by,38#bdy’s or Fitch.
The distribution of fair values by credit ratingadunterparties is as follows:

September 30, 201
Fair value of derivatives

AAA* (56,374)
AA+, AA or AA-* (24,151)
A+, Aor A-* (23,340)

(103,865)

*The ratings can be expressed both in the glokaesand in local currency. Each agency has a §figlifferent way to present
rating; the table above unifies the presentatiarthat what we believe is the most well known mgiimternational scale.

A hypothetical 10% increase/decrease in the pricé/®l would lead to an increase/decrease of appnaiely US$ 30.9
million / US$ 35.1 million (equivalent to R$ 52.3llen / R$ 59.4 million at September 30, 2010)tive fair value of WTI
derivatives. This increase/ decrease would diregffigct the Company’s net income; in terms of ctstvs, however, these
changes in WTI price would be more than offset lofeerease/increase in the Company’s kerosenegypeg| costs. The cash
payments for settling the derivatives are due @it tiespective maturities, distributed over 201@, P, 2012 and 2013.

Exchange rate risk
A significant portion of the operating costs angenses, such as aircraft and engine maintenaneieesraircraft lease

payments and aircraft insurance, are denominateédi $n dollars. The Company may enter into deriwationtracts to hedge
against a possible appreciation or depreciatidh@Real against the U.S. dollar.

17



(iii)

(b)

TAM S.A.
Notes to the Condensed Consolidated Interim Finanai Information

Three and nine month periods ended September 30
In thousands of reais, unless otherwise indicated

In view of the restructuring of derivatives madetire first quarter of 2009, one of the countergartiequired a deposit
denominated in dollars as guarantee. As depositereign currency are not permitted in Brazil, ansaeliverable Forward
(Buy R$ / Sell US$) was entered into and also ledias collateral for the notional amount of thpodé.

At September 30, 2010, if the Brazilian Real hadkemed/strengthened by 10% against the U.S. deitarall other variables
maintained constant, the financial result wouldehéeen approximately R$ 549 million higher/loweminty as a result of
foreign exchange gains/losses on U.S. dollar demat®d trade receivables, U.S. dollar denominatedntiial assets, and
foreign exchange gains/losses on translation of dofar-denominated borrowings and finance leases.

Our flight equipment is recorded in these finangttements at its revalued amounts in Braziliamifewhich is our
functional currency and the currency in which wesent our financial statements. As a result, wihieeU.S. dollar market
price of a specific aircraft or piece of flight égument may remain the same over time, becauseiciiuthtions in the exchange
rate between the U.S. dollar and Brazilian Rea, amount we record in Brazilian Reais in our finahstatements may
change. If the fair value of aircraft or flightiégment as of a certain date is lower than itsohisal cost, we recognize a loss
in our income statement under "Losses on revalnatib aircraft recognized in income statement". the fair value
subsequently increases, we reverse that loss tine textent originally recognized.

On April 2010, the Treasury Department obtainechaiization from the Risk Committee to enter intmitterm currency
hedge transactions.

The notional amount and fair value of the foreigmrency derivatives outstanding are presented helow

2010
At December 31, 2009
Notional amount — US$ (Citibank) (thousand) 31,240
Fair value — R$ (21,054)
At September 30, 2010
Notional amount — US$ (Citibank) (thousand) 33,240
Fair value — R$ (27,530)

Interest rate risk

TAM'’s earnings are affected by changes in interas¢s due to the impact these changes have oreshterpense from
variable-rate debt instruments, variable-rate leam@racts, and on interest income generated ftsntdash and short-term
investment balances. To minimize possible impacis finterest rate fluctuations, TAM has adoptedlicp of diversification,
alternating between contracting fixed and variahbtes (such as the London Interbank Offered RatBOR” and CDI).

A hypothetical 100 basis point increase in US$ LBBterest rates for the nine-month period endegteédeber 30, 2010
would increase its aircraft rental and interestemge, in the six-month period, by approximately 2S3$nillion (equivalent to
R$ 43 million at September 30, 2010).

A hypothetical 100 basis point increase in domestézket (CDI) interest rates the nine-month peeoded September 30,
2010 would increase its interest expense on bongsyiin the nine month period, by approximatelyoRgillion.

The Company does not have financial instrumentetige the cash flow against fluctuations in interat®es.
Credit risk

Credit risk arises from the possibility of TAM ni@covering amounts receivable from services pralideconsumers and/or
travel agencies, or from credits held from finahiiatitutions generated by financial investmené@gtions. Management does
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not currently expect any significant losses frorm4performance by its counterparties, and does awt lany significant
exposure to any individual counterparty.

To reduce credit risk, TAM has adopted the practitestablishing credit limits and the permanetiofe-up of its debtor
balances (mainly from travel agencies).

TAM only deals with financial institution countempi@s which have a credit rating of at least BBExéB) issued by S&P,
Moody's or Fitch. Each institution has a maximumitifor investments, as determined by the CompaRys& Committee.

Liquidity risk

Prudent liquidity risk management implies maintagnsufficient cash and short-term investments,atvelability of funding
through an adequate amount of committed crediliiasi and the ability to close out market position

Excess cash is invested mainly in TAM’s exclusiweeistment funds. Each of these funds has a cleastiment policy, with
limits on concentration of risk in the underlyimyéestments.

The table below analyses TAM's financial liabiktieto relevant maturity groupings based on theaiaing period at the
reporting date to the contractual maturity datee @mounts disclosed in the table are the contractuiscounted cash flows
and include interest, except for derivatives, foiick the fair value is disclosed.

Less Betweer Betweer More
than one and three anc than Effect of Carrying
one yea two years five years five years Total discounting value
Non-derivative financial liabilities
At September 30, 2010
Finance lease obligations 684,68: 805,35¢ 1,752,80: 2,244,620 5,487,471 (692,977) 4,794,493
Borrowings 515,86: 13,407 3,771 7,185 540,22 (19,838) 520,38t
Debentures 239,18! 318,33¢ 328,88 220,000 1,106,40! (158,684) 947,72:
Senior notes 107,82t 101,67: 250,50: 1,259,772 1,719,77. (697,035) 1,022,739
Other (i) 829,41. 829,41: 829,41.
Refinanced taxes payable under
Fiscal Recovery Program 24.87: 58,00¢ 11240C 639,551 834,83( (481,863) 352,96
At December 31, 2009
Finance lease obligations 616,17¢ 1,238,520 1,575,46. 1,801,641 5,231,80: (710,857) 4,520,945
Borrowings 466,68 33,03¢ 3,62t 6,991 510,34: (13,054) 497,28t
Debentures 396,39. 826,37: 142,38: 1,365,14 (253,683) 1,111,464
Senior notes 81,41¢ 171,63: 259,78. 1,317,106 1,829,941 (790,215) 1,039,725
Other (i) 738,58 738,58 738,58
Refinanced taxes payable under
Fiscal Recovery Program 23,947 54,64« 102,11 529,055 709,76( (367,255) 342,50!
Derivative instruments liabilities
At September 30, 2010
Fuel price risk (60,462) (43,161) (5,511 (109,134) (109,134
Exchange rate risk (27,530) (27,530 (27,530)
At December 31, 2009
Fuel price risk (214,673 (6,289 (220,961 (220,961
Exchange rate risk (21,064 (21,059 (21,059
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(i) The amount is recorded under: Suppliers anarigsd and social charges.

Fair value estimation and fair value hierarchy

The Company applies the procedures defined in @938, 39 and 40 for financial instruments meaksatdair value, which
requires disclosere of fair value measurement i following the hierarchy below:

¢ Quoted prices (unadjusted) in active markets feniital assets or liabilities (Level 1).

« Information, other than quoted prices, includedimitLevel 1 that are adopted by the market forabset or liability,
either directly (such, as prices) or indirectlyaftis, derived from prices) (Level 2).

« Inputs for assets or liabilities that are not basadhe observable data in the market (such assemedble inputs)
(Level 3). None of the financial instruments catrig fair value by the Company of its subsidiaffiai into this
category.

The table below presents the Company's financ&ituments measured at fair value in the statenfdirtancial position:

September 30, 201 December 31, 20C
Level 1 Level 2 Total Level 1 Level 2 Total
Financial assets at fair value through profit and bss
Brazilian government securit 756,39¢ 756,39¢ 740,20¢ 740,20¢
Corporate securiti 312,141 312,14 93,23¢ 93,23¢
Bank deposit certifica- CDB 32,75(C 32,75( 46,69¢ 46,69¢
Other bank depos 171,941 171,941 130,88: 130,88:
756,39¢ 516,832 1,273,22¢ 740,20¢ 270,81 1,011,02:
Derivative financial asset
Fuel heda— WTI 5,26¢ 5,26¢
5,26¢ 5,26¢
Derivative financial liabilities
Fuel hedg— WTI (109,134 (109,134 (220,961 (220,961
Foreign exchange derivati (27,530 (27,530 (21,054 (21,054
(136,664 (136,664 (242,015 (242,015

No transfer of assets or liabilities between thvel of the fair value hierarchy took place duringhe period ended September
30, 2010.

The financial instruments recognized at fair vedue determined as follows:
Financial assets measured at fair value througfit jarad loss:

« Certificates of deposits and other bank deposkair value has been estimated by discounting etiineash flows
using as input interest market rates.

e Brazilian Government securities — Corresponds ghllyi liquid Brazilian government securities thatvlaprices
available and correspond to transactions in anvectiarket.
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« Corporate securities — Correspond, typically, tbtdsecurities for which fair value has been deteadibased upon
actual transactions observed in organized markéter{ available) or discounted cash flows usingrégerates when
actual transactions are not available.

Derivative financial instruments not traded in aicheange, for example, over-the-counter derivatiigsV estimates its fair
value using a series of techniques such as Black&i8s, Garman & Kohlhagen, Monte Carlo or evendalisted cash flow
models commonly used in the financial market, ddpenon the nature of the derivative. All modelgdisre widely accepted
in the market and reflect the contractual termthefderivative. Those models do not contain a hegkl of subjectivity, since
the methodologies used in the models do not redneificant judgment, and all inputs to the mode readily observable
from actively quoted markets.

Capital management

The objective of capital management is to ensuaeTAM is able to continue as a going concern wihitdivering shareholder
expectations of a strong capital basis as weletagming benefits to other stakeholders and optimgithe cost of capital.

TAM monitors capital on the basis of the leveraggiormeasured as net debt as a percentage otagithl. Net debt is defined
as the total of loans and borrowings, includingedgbres and senior notes plus lease agreemeniisdimg operating lease
commitments net of cash and cash equivalents aond-t&hm financial assets. We define total capaal the total of
shareholders’ equity and net debt as defined above:

September 30 December 31,
2010 2009

Cash and cash equivalents (950,387) (1,075,172)
Financial assets at fair value through profit aoss$| (1,273,228) (1,011,022)
Borrowings 520,386 497,288
Debentures and senior notes 1,970,460 2,151,189
Operating lease commitments (Note 20) 1,213,977 1,512,986
Finance lease obligations 4,794,493 4,520,945
Net debt (1) 6,275,701 6,596,214
Total equity 1,864,632 498,415
Total capital (2) 8,140,333 7,094,629
Leverage ratio (1) / (2) 77.1% 93.0%

The decrease in the leverage ratio during the mpaths ended September 30, 2010 resulted from @dscEom: (a) the
increase in equity resulting from profit for theripd, and (b) the increase in equity resulting frssuance of shares of
Multiplus and also from issuance of shares for doquisition of the assets of TAM Milor. Manageméelieves that the
resources available to the Company are sufficientité present requirements and will be sufficiemtmeet its anticipated
requirements for capital investments, which arereypgd annually by the Board of Directors, and ottesh requirements for
the 2010 fiscal year. The company is not subjeainiexternally imposed capital requirement.
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Trade accounts receivable

(a) Breakdown of balances

September 30, 2010 December 31, 2009

Domestic _International (*) Total % Total %
Credit cards 1,010,161 56,624 1,066,785 60.9 767,581 63.8
Travel agents 246,145 58,189 304,334 174 225,590 18.8
Partners — TAM Loyalty Program - Multiplus 60,498 60,498 35 51,742 4.3
On current account 14,037 618 14,655 0.8 46,016 3.8
Cargo 7,912 61,386 69,298 4.0 61,198 5.1
Other 221,835 14,575 236,410 134 50,261 4.2
Total 1,560,588 191,392 1,751,980 100.0 1,202,388 100.0
Provision for impairment (68,078) (33,704) (101,782) (80,409)
Total 1,492,510 157,688 1,650,198 1,121,979

(*) At September 30, 2010 includes R$ 23,105 (12809 — R$ 57,638) denominated in US Dollars, R®J1 denominated in Euros (12.31.2009 — R$
81,473), R$ 12,517 denominated in pounds ster{it®31.2009 — R$ 11,308) and the remaining balacemposed of various currencies.

(b) Aging list — Receivables by due date

September 30, % December 31, %
Breakdown 2010 2009
Not vet due 1,425,94° 81.4 1,063,03! 88.4
Overdut
Up to 60 day 78,20! 45 29,49: 2kt
From 61 to 90 da 22,13: 1.3 5,74( 0.t
From 91 to 180 da 81,41¢ 4.6 10,32! 0.¢
From 181 to 360 day 19,45¢ 11 12,09t 1.C
Over 360 day 124,82! 7.1 81,70¢ 6.8
1,751,98( 100.0 1,202,38: 100,(
(c) Provision for impairment of trade receivables
September 30, December 31,
2010 2009
Balance at the beginning of the perio 80,40¢ 74,67¢
Charge for the peric 27,86¢ 10,39¢
Amounts reverse (6,495 (4,665
Balance at the end of the perio 101,78: 80,40¢

The additions and recovery of accrued receivabk®wicluded in "Cost of services rendered” indta@ement of operations.

The maximum exposure to credit risk at the repgrtlate is the carrying value of each class of vat®¥¢ mentioned above.
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Deferred Income Tax and Social Contribution

Deferred income tax and social contribution asaats liabilities are offset when there is a legghtiof offsetting tax credits
against tax debts and provided that they refehécstame tax authority,

The movement in deferred income tax and socialrifirton assets and liabilities during the perioded September 30, 2010,
without taking into consideration the offsettingb@lances within the same tax jurisdiction, isaovs:

December 31, Charged/(credited) to the September 30,
Deferred income tax and social contribution asset 2009 income statement/equity 2010
Income tax loss carry forwards 82,418 12,669 95,087
Social contribution carry forwards 42,638 (9,735) 32,903
Temporary differences:
Provision for derivatives loss 65,002 (22,271) 42,731
Provision for contingencies 203,935 (114,238) 89,697
Allowance for losses on inventories and
receivables accounts 23,487 (11,421) 12,066
Deferred income from sale and leaseback
Transactions 39,221 (8,182) 31,039
TAM loyalty program 203,479 (92,587) 110,892
Gain/(Losses) of revaluation of aircraft 75 (26,280) 341,965
Finance leases (389,606) (24,924) (414,530)
Others 38,905 6,031 44,936
Total deferred income tax and social contributiesed 681,724 (290,938) 390,786
Deferred income tax and social contribution liabilty
Revaluation reserve (Note 12) (60,428) 4,718 (55,710)
Total deferred income tax and social contributiability (60,428) 4,718 (55,710)
Total deferred income tax and social contributietted 621,296 (286,220) 335,076

December 31 September 30,

200¢ 2010
Deferred income tax and social contribution expétdebe recovered within 12 months - Netted 36,95¢ 40,209
Deferred income tax and social contribution expéttebe recovered after more than 12 months - Nette 584,83( 294,867
Total deferred income tax and social contributietted 621,78t 335,076

All movements in deferred income tax and socialtgbation are recognized in the income statemerttepk for certain
amounts recognized in the revaluation reserve assin note 12.

Deferred tax assets resulting from income tax awa contribution losses and temporary differenaes recognized to the
extent that the realization of the related tax fiett@ough the future taxable profits is probable.
No deferred tax assets were recognized on the tbtludcemporary differences and tax losses for tiesvly acquired
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subsidiary Pantanal.

No tax credits were recognized on the tax lossef@reign subsidiaries in the amount of R$ 20,57&pt&mber 30, 2009 —
R$ 21,489).

Deferred income tax and social contribution arespnéed at their net amounts as if the entire redatmount corresponded to
a single legal entity.
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Notes to the Condensed Consolidated Interim Finanal Statements

Three and nine months periods ended September 30MX0 and 2009 and Year Ended December 31, 2009
In thousands of reais, unless otherwise indicated

7 Property, Plant and Equipment

Net book amount December 31, 2009

Cost
Accumulated depreciation

Net book amount January 01, 2010

Acquired on acquisition of Pantanal at fair vali)e (
Reimbursement of pre delivery payments
Additions

Transfer

Disposals/write-offs

Capitalized interest

Other (ii)

Depreciation

Net book amount September 30, 2010

Cost
Accumulated depreciation

Net book amount September 30, 2010

Flight Land and Computer Machinery and Construction in Pre-delivery
equipment buildings equipment equipment Other progress payments Total
5,955,932 219,970 47,746 77,721 106,294 12,154 490,679 6,910,496
8,357,484 259,859 149,827 135,559 190,266 12,154 490,679 9,595,828
(2,401,552) (39,889) (102,081) (57,838) (83,972) (2,685,332)
5,955,932 219,970 47,746 77,721 106,294 12,154 490,679 6,910,496
13,208 90 71 612 13,981
(161,014) (161,014)
931,155 844 3,368 7,827 11,917 2,988 174,438 1,132,537
80,807 7,997 (8,633) 3,279 (8,265) (75,185)
(58,511) 12) (976) (316) (3,525) (63,340)
5,395 5,395
50 ) 8 56
(382,420) (4,361) (13,816) (8,827) (13,721) (423,145)
6,540,171 224,488 36,410 67,851 104,856 6,877 434,313 7,414,966
9,324,143 268,738 152,307 134,516 202,549 6,877 434,313 10,523,443
(2,783,972) (44,250) (115,897) (66,665) (97,693) (3,108,477)
6,540,171 224,488 36,410 67,851 104,856 6,877 434,313 7,414,966
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0] Refers to the initial balance of Pantanal. The musmts after the date of acquisition are includedha
corresponding line items.
(ii) Includes fixed assets acquired in the purchaseA®d Milor.

During the nine-month period ended September 300 2the Company received 11 aircraft. Nine airdesdse were classified
as finance leases and two aircraft A320 was class#fs operational leases.

The Properties and improvements of TLA are pledagdollateral for loans in the total amount of R$,499 (12.31.2009 —
R$ 110,499).

Other than aircraft, there are no significant amswi property, plant and equipment outside of Bradrcraft are based in
Brazil but fly both domestically and internationall

The Company reviewed the useful life of their figlyuipment and concluded that the change in esohaseful life brought
no material impact. The recognition and disclosvitetake place in the disclosure of annual report.

Financial Liabilities

The carrying value of financial liabilities, all @fhich are measured at amortized cost, and theieggonding fair values are
shown in the following table:

Fair value Carrying value
September 3(C December 31 September 3(C December 31
201( 200¢ 2010 200¢
Current
Finance lease obligations 565,33: 497,14 565,33« 497,14
Senior notes 23,23¢ 12,06« 22,05¢ 13,04(
Borrowings 479,40: 523,98¢ 499,48t 458,60:
Debentures 195,43¢ 281,73t 184,84 275,89t
1,263,40! 1,314,93: 1,271,722 1,244,685
Non-current
Finance lease obligations 4,229,16! 4,023,79 4,229,159 4,023,798
Senior notes 1,054,17 949,84t 1,000,680 1,026,685
Borrowings 20,06( 44,20: 20,90( 38,68¢
Debentures 806,59¢ 853,25t 762,87¢ 835,56¢
6,109,98! 5,871,10: 6,013,617 5,924,737
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8.1 Finance lease obligations
September 3( December 31
Monthly payments expiring 2010 200¢
Local currency
IT equipment 2012 21,85¢ 34,83:
Foreign currency —
Aircraft 2022 4,625,082 4,319,859
Engines 2017 143,51( 160,65
Machinery and equipment 2012 4,042 5,597
4,794,493 4,520,945
Current (565,334) (497,147)
Non-current 4,229,159 4,023,798

TAM has provided letters of guarantee and depasiggiarantee with respect to finance leases.

The minimum payments under finance leases areifotabs

September 3C December 31

Year 2010 200¢

No later than one year 684,68: 616,17¢
Later than one year and no later than five years 2,558,167 2,813,982
Later than five years 2,244,620 1,801,641
Effect of discounting (692,977) (710,857)
4,794,493 4,520,945

At September 30, 2010, the Company through itsidisivees TLA, Mercosur and Pantanal, has 76 aitqB2.31.2009 — 66
aircraft) under finance leases.

8.2 Senior Notes
September 30, December 31,
2010 2009
TAM Capital, Inc. (i) 516,856 520,681
TAM Capital 2, Inc. (ii) 505,883 519,044
1,022,739 1,039,725
Current (22,059) (13,040)
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Non-curent 1,000,680 1,026,685

On April 25, 2007, TAM Capital Inc. concludehe offering of 3,000 senior notes, with a nomivealue of US$ 100 thousand
each, in the total amount of US$ 300 million (e@lént to R$ 710.4 million using the exchange ratefithe date of the
transaction), incurring in debt issuance costs B¥ million, carrying interest at 7.375% p.a. (léag in an effective interest
rate of 7.70%). Interest is payable semiannualty&ith principal payable in a bullet payment, inlZ0The notes were issued
outside Brazil under an exemption from registratwith the Brazilian CVM. The Company registered thates with the
United States Securities and Exchange CommissBBE”) on October 30, 2007.

On October 22, 2009, TAM Capital 2 Inc. comdkd the offering of 3,000 senior notes, with a imainvalue of US$ 100
thousand each, in the total amount of US$ 300 onillequivalent to R$ 523.2 million using the exammnate as of the date of
the transaction), carrying interest at 9.5% p.@sulting in an effective interest rate of 9.75%f)eThotes were issued outside
Brazil under an exemption from registration witle tBrazilian CVM and with the SEC. TAM Capital 2 ithge option to early
redeem the Senior Notes at any time prior to Jan2@y2015 and at specified redemption dates tftereén the event of early
repayment, a redemption price must be paid. Managehms concluded that the redemption price congpesnshe lender for
loss of interest and, as such the redemption ojionnsidered clearly and closely related to thei@& Notes.
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Borrowings

Balance composition

Local currency

FINEM — Sub credit A
FINEM —Sub credit B
Others

Foreign currency

FINIMP

International Finance Corporation — IFC

International Finance Corporation — IFC
(Working capital)

Leasing renegotiation

Financing- Pre-delivery paymen

Others

Payment term andthe September 3C December 31

Guarantees Interest rate (effective rates for 2010 and 2009) year of last paymen 2010 2009

Mortgage of assets and accoteteivable TILP + 4.5% p.a. (10.5% p,a. and 10.8% Monthly until 2011 17,43 28,655

Mortgage of assets and accorateivable Basket of currencies BNDES + 3.0% p.a. (12[2% 10.5% p.a Monthly until 2012 2,54 4,023

Monthly until 2013 5,42i 6,533

25,400 39,211

Promissory notes from a minimum of U$H6:2

thousand to a maximum at US$ 13,933 thou Annual LIBOR + 2.15% p.a. to 5.7% p.a. (4.3% pral 8.3% p.a.) Annual until 201 442,341 284,760

Deposits in guarantee US$ 2,500 thousand 6 months LIBORL.6% p.a.(1.1% p.a. and 3.0% [ Half-yearly until 2011 7,247

Deposits in guarantee US$ 2,500 thousand 6 months LIBOR + 3% p.a3(4% p.a. and 6.6%p. Half-yearly until 201 9,88¢ 12,476

Letter of guarantee Fixed installments of US$ 55 thous: Monthly until 2022 9,21« 9,898

Unconditional guarant Monthly LIBOR + 0.6% p.a, (0.3% p,a and 2.6% | Monthly until 201: 29,49: 139,87(

4,04t 3,82¢

494,97¢ 458,07

520,38t 497,28t

Current (499,486 (458,602

Non -current 20,90( 38,68€

FINIMP — Import Financing, FINEM — Government aggficancing for machinery and equipment, TILP —d.éerm interest rate and CDI — Interbank deposit, ra
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Non-current maturities are as follows:

8.4

(i)

September 3C December 31
Year 201C 200¢
2011 6,243 24,79:
2012 6,067 5,697
2013 1,068 86C
2014 70€ 727
After 2014 6,814 6,611
20,90( 38,68¢
Debentures
September 30, December 31,
2010 2009
TAM S.A. (i) 338,640 517,306
TAM Linhas Aéreas S.A. (i) 609,081 594,158
947,721 1,111,464
Current (184,843) (275,896)
Non-current 762,878 835,568
Non-current maturities are as follows:
September 3(C December 31
Year 201C 200¢
2011 349,057
2012 263,990 349,162
2013 98,888 137,349
2014 100,000
After 2015 300,000
762,878 835,568
TAM S.A.

On July 7, 2006 the Board of Directors approvedisiseance for public distribution of simple, noneertible and unsecured
debentures, with no preference but with a guargmtedded by the subsidiary TLA.
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On August 1, 2006, TAM S.A. concluded the offerinfgs0,000 simple debentures in a single seried) wihominal value of
R$ 10 each, totaling an amount of R$ 500,000, nirgirdebt issue costs of R$ 1,906. The debentwpiseein six (6) years.
Principal is repayable in 3 annual payments, ttst iinstallment was paid on August 1, 2010.

Interest is payable on a semiannual basis, atateeequivalent of 104.5% of the CDI (effective et rate at the date of
issuance of 15.38%) calculated and published byIRHihe custodian and liquidation agent). At Sefitem30, 2010 the
effective interest rate was 11.09% (12.31.2009.32%).

The Company will be subject to certain obligatiamsler the debenture contracts, such as compliaitbecertain financial
indices, limits on the issuance of financial debtd priority in the repayment of debentures. Swetfuirements will become
effective as from 2010, when the debentures wéftsto be amortized and the first date of measunémél be December
31,2010.

TAM Linhas Aéreas S.A.

On July 16, 2009 the Board of Directors approvedisisuance for public distribution of simple anechemnvertible debentures,
with a guarantee provided by TAM S.A.

On July 24, 2009 TAM Linhas Aéreas S.A. concludeel ¢ffering of 600 simple debentures in a singhkesewith a nominal
value of R$ 1,000 each for a total amount of R$,800 and debt issue costs of R$ 7,631. On Julp@2) the Extraordinary
Shareholders Meeting approved the change in therityatlates. The final maturity was changed frorty 24, 2013 to July 24,
2017, the principal repayments were changed froartgly payments to semi-annual payments with thie dor the first
repayment of principal originally due on July 201D to January 24, 2012. The cost of this renegotiavas R$ 3,000.

Payment of interest has been modified from monplalyments to semiannual payment, at a rate equiviaet?4% of the CDI
(effective interest rate at the date of issuanc&302%), calculated and published by CETIP (Theazlian and liquidation
agent). The effective interest rate was 14.7%qr.@ériod ended September 30, 2010 (12.31.20095%4)1

The Company may exercise early redemption at ang,tiat its discretion, by sending or publishingatice to debenture
holders 10 days in advance. The early redemption ke total or partial. The debentures subject te frocedure are
mandatorily canceled. Management has concludedhbamount payable upon early redemption is apmately equal to the
amortized cost of the debentures and, as suclhettenption option is considered clearly and closelgted to the debentures.
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Derivative Financial Instruments

September 3C December 31,
2010 2009
Assets
West Texas Intermediate crude oil derivatives
Seagulls 2,458
Collar 2,810
5,268
Current (1,629)
Non-current 3,639
Liabilities
West Texas Intermediate crude oil derivatives
Swaps 1,703 138,20¢
Seagulls 101,71! 52,97
Collar 5,716 29,77¢
Foreign currency forwards
Swaps 27,53( 21,054
136,66« 242,01!
Current (87,992) (235,727)
Non-current 48,67: 6,288

The derivative financial instruments included abawe described in Note 4.
10 Provisions
(a) Changes in the reserve for contingencies
Management of the Company and its subsidiariesdedoprovisions for contingencies in all cases whess by the Company

is deemed probable based on advice provided bgtmepany’s internal and external legal counsel. ASeptember 30, 2010
and December 31, 2009, the value of provisionsthedorresponding judicial deposits recognized vasréollows:

Recognized
on Additional
December 31, acquisition of Provisions Financial September 30,
2009 Pantanal (Deposits) (Reversals) Payments charges 2010

Additional tariff (i) 515,463 39,895 (585,914) 30,556
Airline staff fund (ii) 135,089 20,726 7,509 163,324
Labor contingencies 18,676 1,200 4,115 (3,225) 1,785 22,551
Civil litigation 67,379 17,685 7,585 (449) 92,200
Other tax contingencies 40,222 9,190 3,609 (7,585) (5,508) 690 40,618
Total 776,829 10,390 86,030 (585,914) (9,182) 40,540 318,693
(-) Judicial deposits (110,256) (267) (18,528) 2,844 113 (126,094)
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Total 666,573 10,123 67,502 (583,210) (9,069) 40,540 192,599

Summary of the main reserve for contingeries

(i) Corresponds to the collection of 1% on the amoaf fares of all tickets sold for regular domestoutes. TLA
management, based on the opinion of its exterigal leounsel, is contesting the constitutionalitytiaé collection, and
non-payment is supported by a judicial order.

In September 2010, the Supremo Tribunal de JuéHgaerior Court of Justice) confirmed the decidioat definitively
releases the Company from paying the addition#f,taalculated at 1% on the air fare for all titkesold by the regular
domestic lines.

In the light of such event, the Company reverdes dccounting provision thereof on R$ 586,914 (B$,437 net of
income tax and social contribution), related to gegiod from June 2001 up to August 2010. The <alehas been
recognized in the statement of income in the foltmwine items and for the following amounts:

Nine months ended
September 30, 2010

Revenue - Sales taxes and other deductions 39,895
Operating expenses - General and administrativeresgs 364,854
Finance costs 181,166
Deferred income tax (146,478)

439,437

The impact of this reversal in the Company’s netime did not have any impact on the cash flowa®fGompany.

(ii) Corresponds to the collection of 2.5% on thenthly payroll for private social welfare and predenal training entities.
TLA management, based on the opinion of its extdawal counsel, is contesting the constitutioyatif this collection,
and the non-payment is supported by a judicial orde

The Company and its subsidiaries are involved @&iti other judicial contingencies involving fisdalbor and civil claims for
which the probability, of loss estimated by managetrbased on advice from legal counsel, is consitipossible for which
no provision was recorded.

September 30, December 31,

2010 2009

Civil litigation 27,98¢ 31,91¢
Labor contingencie 292,09 231,25
Tax contingencie 760,54¢ 690,77(
1,080,63. 953,94.

Share Capital

Authorized capital
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At September 30, 2010 the authorized capital wag,R$0,000 (12.31.2009 — R$ 1,200,000) and candreased by means of
the issuance of common and preferred shares, alsed<y the Board of Directors.

Subscribed share capital
At September 30, 2010 the subscribed share capitaimprised of 150,585,147 shares (12.31.20090;585,147) fully paid
nominative shares without nominal value, of whi€h1®5,049 (12.31.2009 — 50,195,049) are commorestard 100,390,098
(12.31.2009 - 100,390,098) are preferred shares.
Common shares confer to their holder the rightdie ¥n general meetings.
The preferred shares do not have the right to woteneral meetings, except in relation to certaaiters while the Company
is listed in Level 2 of BOVESPA. However, they hgwéority in the distribution of dividends, and @apital reimbursement,
without any premium, in the event the Companydsitiated and the right to participate, under thmesterms as the common

shares, in the distribution of any benefits tostaekholders.

As per the Adhesion Agreement executed with BOVESRA Company complies with the requirement to hewee float in
the market of 25% of its shares. Since August, 28@87ree float has been 53.85% (not reviewed Hgpendent accountants).

Payment of dividends and interest onam capital

On April 30, 2010, the Annual General Meeting hapraved to distribute complementary dividends ia #mount of R$
211,722. The total payment in the semester was3R$325.

During the period ended September 30, 2010, theidiabies TAM Mercosur and Multiplus made paymeoftdividends and
interest on capital of R $ 9,077.

Advance for future capital increases

As further described in Note 1 in July 30, 201@, Board of Directors approved a Company’s capitakase through the private
issuance of common shares within the limit of atteol capital. From the total amount of R$ 144 4€3brded as future capital
increase, the Board of Directors approved R$ 14439 November 5, 2010, the amount of R$ 144.39%. @dpital increased

through the issuance of 5,621,534 new ordinaryeshay the amount of R$ 144,395 from R$ 675,497&819,892

The capital increase results from the acquisitioRAM Milor. as explained in Note 1.

Revaluation reserve

The revaluation reserve represents the amount bghwhe carrying value (revalued amount) of cerfaiaperty, plant and
equipment (flight equipment) exceeds its historozzst.

Revaluation reserve, Revaluation
gross of tax Deferred tax reserve, net of tax
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At December 31, 2009 176,932 (60,428) 116,504
Revaluation — through equity
Depreciation recognized in the statement of income (13,878) 4,718 (9,160)
At September 30, 2010 163,054 (55,710) 107,344
Other Reserves
September 30, December 31,
2010 2009
Share premium 74,946 74,946
Legal reserve 49,134 49,134
Treasury shares (i) (6,308) (11,370)
Cumulative translation adjustments (16,794) (16,796)
Stock options 47,253 35,669
Advance for future capital increase (Note 11 (d)) 144,407
Transfer from non-controlling interests — the Peiiffering of Multiplus (ii) 489,115
781,753 131,583

Treasury shares

The movement of treasury shares during the yeazdeB8aptember 30, 2010 is presented below.

Average price per share

Quantity of shares Thousands of Reais - Reais
At December 31, 2009 402,311 11,370 28.26
Sale of treasury shares (179,135) (5,062) 28.26
At September 30, 2010 223,176 6,308 28.26

During the nine months ended September 30, 2019133 shares held as treasury were sold to beaeéisi of the stock
option plan. The shares sold relate to the exeguwtdmpensation plan approved at the Extraordinanye@l Meeting (AGE)

of May 16, 2005.

The market value of the shares based on the clagilnge in the Sdo Paulo stock exchange for the minaths ended

September 30, 2010, is R$ 38.31 (12.31.2009 — R&LBPer preferred share.

Transfer from non-controlling interests

Refers to the transfer from non-controlling intésesn the issuance of shares representing 26.83%ukiplus. As required by
CPC 35, “Consolidated and Separated Financial 18&its’, the changes in the Company’s ownershipésteén Multiplus did
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not result in loss of control and, therefore, itswacognized as a capital transaction, directihe@Company’s shareholders’

equity. See note 1.

Revenue

TAM had no major customers which represented moae t10% of revenues in any of the periods presefiteel Company

utilizes its gross revenue information by type efvice rendered and by region, as follows:

By type of service rendered

Quarter endec Nine months ende: Variation (%)
September 3C September 3C September 3(C September 3(C Nine month
2010 200¢ 2010 200¢ Quarter period
Domestic
Passenger 1,465,670 1,307,025 4,290,31: 4,035,83! 12.1 6.3
Cargo 128,34¢ 113,69: 371,03: 321,62t 12.9 154
1,594,019 1,420,718 4,661,34. 4,357,45 12.2 7.0
International
Passenger 903,376 663,48¢ 2,451,30: 2,044,24. 36.2 19.9
Cargo 147,82: 124,36¢ 445,85: 339,71 18.9 312
1,051,198 787,85! 2,897,15: 2,383,95 33.4 215
Others
Loyalty Program 58,55: 116,19¢ 301,30: 425,02 (8.4) (29.4)
Travel and tourism agencies 14,32¢ 12,13¢ 41,73% 46,76« 18.1 (10.7)
Others (includes expired tickets) 296,41: 133,24( 547,56: 331,17 86.6 65.6
369,29! 261,57: 890,60« 803,23! 41.2 10.9
Total gross 3,014,512 2,470,145 8,449,10 7,544,64 22.0 12.0
Sales taxes and other deductions (75,712) (88,956) 95,@q9) (276,096
Revenue 2,938,800 2,381,189 8,154,09 7,268,55!
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(b) By geographic location of the Company’s destations

Quarter ended Nine months ended Variation (%)

Nine

September 30,  September 30, September 30,  September 30, month

2010 2009 2010 2009 Quarter period

Brazil 2,526,161 1,682,294 7,181,736 5,160,691 50.2 39.2

Europe 253,219 376,075 582,988 1,124,957 (32.7) (48.2)

North America 156,755 206,295 447,802 617,092 (24.0) (27.4)

South America (excluding Brazil) 78,377 205,481 236,575 641,906 (61.9) (63.1)

Total gross 3,014,512 2,470,145 8,449,101 7,544,646 22.0 12.0
Sales taxes and other deductions (75,712) (88,956) (295,009) (276,096)
Revenue 2,938,800 2,381,189 8,154,092 7,268,550

(c) Seasonality

The following table presents our revenue in thstfisecond and third quarters of 2010 and 2009 er@entage of annual
revenue for the year ended December 31, 2009.

% of 2009 net revenue

2010 200¢
First quarter 26.7 26.8
Second quarter 26.7 23.2
Third quarter 30.1 24.4
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15 Costs and operating expenses by nature

(a) Quarter ended September 30:

Personnel

Fuel

Depreciation and amortization

Maintenance and repairs (excluding personnel)

Aircraft insurance

Take-off, landing and navigation aid charges

Leasing of aircraft, engines and equipment underatpng leases
Third party services

Marketing and related expenses
Reversal of additional tariff (note 10.b)

Other

2010 2009
Cost of services General and Directors’

rendered Selling administrative fees Total % Total %
460,927 67,096 47,182 1,910 577,115 25.7 485,537 20.9
875,116 875,116 39.0 701,302 30.2
138,325 399 28,237 166,961 7.3 162,874 7.8
132,822 132,822 59 139,483 6.0
13,084 13,084 0.6 15,893 0.7
150,365 150,365 6.7 142,752 6.1
110,968 2,210 4,539 117,717 5.2 129,253 5.6
43,116 63,774 86,676 193,566 8.6 175,583 7.6
231,573 231,573 10.3 197,997 8.5

(364,854) (364,854)  (16.3)
112,183 27,797 14,864 154,844 7.0 174,694 7.5
2,036,906 392,849 (183,356) 1,910 2,248,309 100.0 2,325,368 100.0
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(b) Nine months ended September 30:
2010 2009
Cost of services General and Directors’
rendered Selling administrative fees Total % Total %
Personnel 1,338,749 164,683 140,695 5,944 1,650,071 22,5 1,513,059 20.9
Fuel 2,516,928 2,516,928 34.3 2,016,318 27.9
Depreciation and amortization 392,128 1,231 69,594 462,953 6.3 519,659 7.0
Maintenance and repairs (excluding personnel) 459,161 459,161 6.3 538,402 7.5
Aircraft insurance 39,420 39,420 0.5 47,702 0.7
Take-off, landing and navigation aid charges 436,879 436,879 6.0 444,504 6.2
Leasing of aircraft, engines and equipment underatng leases 339,868 6,715 11,709 358,292 4.9 438,346 6.1
Third party services 118,663 192,174 271,139 581,976 7.9 565,055 7.8
Marketing and related expenses 669,525 669,525 9.1 602,940 8.3
Reversal of additional tariff (note 10.b) (364,854) (364,854) (5.0)
Other 267,209 129,066 128,027 524,302 7.2 551,879 7.6
5,909,005 1,163,394 256,310 5,944 7,334,653 100.0 7,237,864 100.0
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Net Finance Result

Quarter ended Nine months ende:

September 30, September 30, September 3C September 3C
2010 2009 2010 200¢
Finance income
Interest income from financial investments 36,967 17,502 99,077 57,48(
Exchange gains 432,838 645,198 1,230,686 2,082,88.
Other (i) 182,380 7,840 191,806 22,10:
652,185 670,540 1,521,569 2,162,465
Financial expenses
Exchange losses (87,873) (152,850) (1,065,168) (471,308)
Interest expense (ii) (108,738) (102,656) (315,877) (319,640)
Other (10,775) (15,767) (33,756) (28,473
(207,386) (271,273) (1,414,801) (819,421)
Finance result, net 444,799 399,267 106,768 1,343,04.

(i) Includes in September 2010 the reversal ofreégeexpense from the additional tariff (Note 10.b)

(ii) Capitalized interest at September 30, 2010aspnts 4.96% of the total interest expense (G208Q.— 6.44 %).

Exchange gain recognized at September 30, 2010restect to finance lease liabilities amounted$dlB2,311 (09.30.2009 -
R$ 1,547,676) while interest expense on such fiedease liabilities amounted to R$ 86,183 (09.30020R$ 160,388).

Income Tax Expense

Income tax and social contribution expense

Quarter ended Nine months ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
Current tax (45.80% (575, (58.891) (3,790)
Deferred tax (350.223) (73,457) (286.220) (387,546)
(396,030) (74,032) (345,111) (391,337)

The tax on TAM's profit before tax differs from theeoretical amount that would arise using thertag applicable to TAM,

TLA and its Brazilian subsidiaries as follows:
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Quarter ended Nine months ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
Profit before income tax and social contribution 1,148,025 302,642 892,355 1,179,828
Tax calculated at Brazilian tax rates applicablpriafits 34% 34% 34% 34%
Taxes calculated at statutory rates (390,328) (102,898) (303,400) (401,141)
Taxes effects on permanent (additions) deductions
Non deductible expenses (6,731) (5,554) (22,020) (17,501)
Result of foreign subsidiaries (294) 15,480 (20,575) 31,311
Unrecognized tax credits on tax losses (1,272) (2,755)
Tax credits on interest on capital 1,383 9,882
Share-based compensation (139) (2,446) (3,939)
Other 1,351 21,386 (2,304) (4,006)
Income tax and social contribution tax credit (396,030) (74,032) (345,111) (391,337)
Effective rate % (34.5) (24.5) (38.6) (33.2)

The years from 2005 to 2009 are open to review taygiBan tax authorities.

Earnings per Share

Considering that common and preferred shares hgwal @ghts in respect of dividends, a single measid earnings per share
based on the total number of common and preferhedes is presented. Common and preferred sharesoasidered two

classes of ordinary shares.

Basic

Basic earnings per share is calculated by dividivey profit attributable to equity holders of thengmany by the weighted

average number of shares (common and preferrad@dsand outstanding during the year excluding shpuechased by the
Company and held as treasury shares.
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Quarter ended Nine months ended

September 30, September 30, September 30, September 30,

2010 2009 2010 2009

Profit attributable to equity holders of the compan 740,02! 228,40¢ 527,36: 787,040
Weighted average number of shares issued (in thdsya 150,58 150,58! 150,58! 150,585
Weighted average Treasury shares (in thousands) (263 (402 (263) (402)
Weighted average number of shares outstandingdinsainds) 150,32. 150,18: 150,32: 150,183
Basic earnings per share (Reais per share) 4.92 1.52 3.51 5.21

(b)  Diluted

Diluted earnings per share is calculated by adjgstihe weighted average number of shares outsigutdiassume conversion
of all dilutive potential shares. The company haly @ne category of dilutive potential ordinary s#& stock options.

Quarter ended Nine months ended

September 30, September 30, September 30, September 30,

2010 2009 2010 2009

Profit attributable to equity holders of the compan 740,02! 228,40¢ 527,36 787,04(

Weighted average number of shares outstandin¢hdimsands) 150,32: 150,18: 150,32: 150,18:

Adjustments for share options (in thousands) 291 117 291 117
Weighted average number of shares for diluted egsrer share calculation (in

thousands) 150,61: 150,30( 150,61: 150,30(

Diluted earnings per share (Reais per share) 491 1.52 3.50 524
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Cash generated from operations

Nine months ended

September 30, September 30,
2010 2009
Profit/(loss) for the period 547,244 788,491
Adjustments for
Deferred income tax and social contribution (notgd)) 286,220 387,546
Depreciation and amortization (note 15 (b)) 462,953 519,659
Revaluation through income statement 445,629
(Profit)/loss on disposal of property, plant and
equipment / intangible (see below) 42,811 (20,167)
Fair value (gains)/losses on derivative finanitisfruments (105,351) (792,240)
Foreign exchange losses/(gains) and interest egpen 112,227 (1,407,409)
Other provision 159,071 59,829
Deferred income (25,311) 24,455
Provision for contingency 86,030 82,835
Reversal of provision of contingency (Note 10 (b)) (585,914)
Stock option plan 11,588 9,556
Changes in working capital (excluding the effedtaayuisition and exchange differences
on consolidation)
Financial assets measured through profit and loss (262,206) 332,34:
Inventories 22,251 (45,627)
Assets held for sale 25,32:
Trade account receivables (550,354) 19,11¢
Taxes recoverable (35,621) (3,641)
Prepaid expenses 1,424 (17,755)
Judicial deposits (15,684) (5,960)
Prepaid aircraft maintenance 10,707 29,26°
Suppliers (50,486) (177,454)
Salaries and social charges 122,42¢ 58,94¢
Taxes, charges and contributions 148,94° (16,030)
Derivative financial instruments (5,268)
Deferred income 191,30: 149,98:
Provision for contingencies and tax obligationgemjudicial dispute (9,069) (21,379)
Other assets 59,45¢ (2,547)
Other liabilities 49,52t (120,914)
Cash generated from/ (used in) operations 668,97 301,85¢

In the cash flow statement, proceeds from saleafquty, plant and equipment and intangible cosgpri

Nine months ended

September 30, 2010 September 30, 2009
Net book amount — property, plant and equipmentiafigible 66,13: 11,88:
Profit/(loss) on disposal of property, plant andipqent / intangible (42,819 20,167
Proceeds from disposal of property, plant and eqeig / intangible 23,32: 32,05(

Non-cash transactions

The principal non-cash transactions and acquigtiohflight equipment under finance leases disalisseNote 7 and the
acquisition of TAM Milor through issuance of shaessdiscussed in Note 1.
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During the period, the Company and its subsidiaaigguired property, plant and equipment in the arhofiR$ 1,132,537 of
which R$ 804,615 was through financial leases .

Commitments and contingencies
Operating lease commitments

TLA has obligations arising under operating leasatmcts. The amounts of these commitments arergumrded in the
financial statements. TLA has obligations arisimgler 69 aircraft under operating lease (12.31.20@3B aircraft). These
agreements have an average term of 96 months andeaominated in U.S. dollar with interest rateseldaon LIBOR The
lease expense, recognized in the consolidatednstateof income in "Cost of services rendered", \R8339,868 for the
period ended September 30, 2010 (09.30.2009 — BR@4), equivalent to approximately US$ 200,607samds (09.30.2009
— US$ 235,198 thousands).

For most of the transactions, TAM has given lettdrguarantee or deposits as a guarantee.

In addition, to meet the payment conditions ess&lelil by contract, promissory notes guaranteed byp@oy were issued,
totaling R$ 26,292 for the period ended SeptembefB10 (12.31.2009 — R$ 44,540).

Future aggregate payments denominated in US daitatsr these contracts are as follows:

September 30, December 31,
Monthly payments maturing in 2010 2009
In foreign currency — US$ (*)
Aircraft 2017 1,189,193 1,478,308
Engines 2014 24,78¢ 34,678
Total 1,213,97 1,512,986

(*)Operating leases are denominated in U.S. doadsthe future aggregate payments are presentf franslated at the
period-end exchange rate.

Operating lease obligations fall due as follows:

September 30, December 31,

Year 2010 2009
No later than one year 353,300 364,915
Later than one year and no later than five years 789,639 840,993
Later than five years 71,038 307,078
1,213,977 1,512,986
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(b) Commitments for future aircraft leases
(i)  Airbus

In 2005, the Company executed an amendment to iatingxcontract with Airbus for the firm order oD 2irbus A320, the
remaining nine of which are to be delivered in 204@h an option for an additional 20 of the sanreraft family (including
A319, A320 and A321). In 2006, the Company finalizecontract to acquire a further 37 Airbus aittc(a aircraft narrow
body aircraft family A320 and six A330 aircraftprfdelivery by 2012.

On June 28, 2007, the Company also executed a Memiom of Understanding for the purchase of 22 ArB350XWB
models 800 and 900, with ten more options, foneeli between 2013 and 2018.

Additionally, TLA confirmed the exercise of four tagns for Airbus A330, two delivered in the firsalhin 2010, and the other
two to be delivered in 2011, related to the agregmsigned at the end of 2006. TAM also confirmeel tiventy options that
had been postponed from 2005 to 2006 anticipatkeedg before the end of 2014.

On June 8, 2010, TLA, announced the order of amtthili 20 brand-new Airbus A320 family aircraft aref A350-900, thus
increasing the total number of orders for Airbuzrift to 176 — including 134 aircraft of A320 fdyil5 A330-200 and 27
A350 WXB. The objective of this order is to meee thlan of fleet already disclosed by the Compantheyear 2009. In
respect of the 20 orders from the A320 family (A3A3820 and A321), ten shall be delivered in 2014 #re remaining ten in
2015.

(i) Boeing:

In 2006, the Company ordered four Boeing 777-300&HRs options for four aircraft, which were conwtto firm orders in
2007. Upon receipt of the four aircraft in 2008 t@ompany has signeth amendment to an existing contract for two more
aircraft and has six firm orders outstanding carted with Boeing for this type of aircraft, of whidour are expected to be
delivered in 2012 and two in 2013.

(c) Insurance

TAM maintains adequate insurance for risks whiah expected to cover any liabilities generated leyabcident on July 17,
2007, of an Airbus A320 aircraft, considering ttgreeements already made with and paid to the vittiamilies by the

insurance company. As of September 30, 2010, 193112009 — 192) compensation payments were paidntdies of the

victims and others are under negotiation with tr@m@any’s insurance firm. Management understandsthi@ainsurance
coverage of these liabilities is adequate to calerelated costs. The Company believes that it mot incur additional or
unexpected expenses outside the scope of the it®uagreement which would be TAM’s direct respaiisib

(d) Contingent liabilities

Contingencies for which it is probable that TAM Mik required to make payments are provided foraaeddiscussed in Note
10.

(e) Contingent assets
(i) ICMS

On December 17, 2001 the Federal Supreme Coud thkd domestic and international air passengesp@rtation revenue,
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as well as international air cargo transportat@renue was no longer subject to ICMS.

However, based on this ruling, ICMS taxation on detit air cargo transportation revenue is still. dAteSeptember 30, 2010,
the provision maintained by the Company totaled &#61 (12.31.2009 — R$ 4,772), recorded in “Taxdwmrges and
contributions”. On September 30, 2010, the instafite due in more than one year totaled R$ 27 (12089 — R$ 60),
classified within “Other liabilities”.

We consider payments of ICMS made between 1989189 to be amounts paid in error because we belteveas
unconstitutional to charge ICMS on air navigati@rvices. TAM Linhas Aéreas has filed claims agawetous states in
Brazil to claim the amounts paid in error. Rulirogsthese claims are pending. The total value ireabin these claims is R$ 55
million (not reviewed). Our policy is to only adjube value of these claims for inflation at thadithat payment is recorded in
our financial statements.

Indemnification for losses on regulated fares

We are plaintiffs in an action filed against theafitian government in 1993 seeking damages forldimgaup of the economic-
financial equilibrium of an air transport concessagreement as a result of having to freeze ooepiirom 1988 to September
1993 in order to maintain operations with the iset by the Brazilian government during that erithe process is currently
being heard before the Federal Regional Court aedave awaiting judgment on appeals we have lodgegesting
clarification of the initial decision (which we dienged). The estimated value of the action is BS @illion (not reviewed),
based on a calculation made by an expert witnesseo€ourt. This sum is subject to interest acgdiom September 1993
and inflation since November 1994. Based on thaiopiof our legal advisors and recent rulings hdmndiewn by the Supreme
Court of Justice in favor of airlines in similarses (specifically, actions filed by Transbrasil aratrig) we believe that our
chance of success is probable. We have not recdjtiese amounts as receivable in these finartei@nsents and will only
do so when the decision is made final.

Additional airport tariffs (“ATAERO")

At 2001, TLA filed a claim addressing the legalitiithe additional airport tariffs (“ATAERQ"), whichepresent an additional
50% on the tariff amount. On September 30, 201® athount under discussion totaled approximatelgF825(12.31.2009
- R$ 777,328), not reviewed and not recognizethénfinancial statement.

Related-party Transactions

The company is controlled by TAM - EmpreendimergoBarticipagdes S.A. (incorporated in Brazil), vhhis owned by the
Amaro family, and which owns 89.42% of the Compamygmmon shares and 24.67% of the Company's pedfshares. The
remaining shares are widely held.

Purchases and sales of goods and services weredoaunt as follows:

Sale and purchases of goods and services

For the nine months ended September 30, 2010, Téddived from TAM Viacdo Executiva S.A. ("Marilia"y, company
under common control, R$ 7 and R$ 23 (09.30.208% 18 and R$ 33), as reimbursement for the usésahfra-structure

being mainly the importation areas and human ressurThis amount was credited to "cost of serviegglered". TAM
Marilia and TAM have common indirect stockholders.
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On May 11, 2007, TLA and TAM Marilia agreed to shé#ne use of a hangar located by Congonhas aig&wtPaulo, for a
period of 10 years. TLA paid R$ 15,500 upfront t&M Marilia and is entitled to use the facilitiesdathe infra-structure of
the hangar, providing the same cargo servicesha@setpreviously provided in the cargo terminal. To&l amount was
established based on valuation reports performeddgpendent companies, reflecting the economimpma obtained by the
use of such a location in TAM's cargo activitiehieTamount recognized in the income statement feratharter ended
September 30, 2010 amounted to R$ 1,162 (09.30.2B$91,162).

The Company and its subsidiaries signed a contmabtarch 2005 with TAM Milor Taxi Aéreo, Represegies, Marcas e
Patentes S.A. ("TAM Milor") for the right to useetHRTAM" brand. This contract is valid for a termued to the current
passenger air transport concession of TAM and kstigls a monthly fee, adjusted annually by the Nsflation index,
totaling R$ 11,273 for the quarter ended June B00Z06.30.2009 — R$ 8,220), recorded as "Operatipgnses”. On July 13,
2010, TLA acquired of all shares of TAM Milor (S&&cquisition of TAM Milor”).
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Segment reporting

As from January 1, 2010 and as results of the ioreaf Multiplus as a separate company the repgminucture of TAM has
been revised and as from that date TAM has twoatipgr and reportable segments: Aviation operatard Loyalty Program
operations (“Multiplus”). Operating segments arparted in a manner consistent with the internabréypg provided to the
chief operating decisionmaker ("CODM"). Howeverg tfinancial information provided to the CODM notnsider the
adjustment resulting from revaluation.

Loyalty Total reported
Program — Information
Aviation (Multiplus) segment Eliminations Consolidated
Total assets at September 30, 2010 16,282,390 1,257,006 17,539,396 (2,942,967) 14,596,429
Nine months ended September 30, 2010
Loyalty Total reported —
Program Information
Aviation (Multiplus) segment Eliminations Consolidated
Revenue
Passenger 6,837,293 284,793 7,122,086 (380,471) 6,741,615
Cargo 816,882 816,882 816,882
Other 868,463 7,087 875,550 13,592 889,142
8,522,638 291,880 8,814,518 (366,879) 8,447,639
Sale taxes and other deductions 97,436 (27,506) 69,930 (85) 69,845
Revenue, net 8,620,074 264,374 8,884,448 (366,964) 8,517,484
Operating income
Cost of services rendered (6,035,836) (142,108) (6,177,944) 174,796 (6,003,148)
Selling (1,340,108) (1,340,108) 176,704  (1,163,404)
General and administrative (605,183) (31,435) (636,618) 15,464 (621,154)
Other operating income, net 519,175 (1,270) 517,905 (490,341) 27,564
Operating profit 1,158,122 89,561 1,247,683 (490,341) 757,342
Financial income 1,519,981 16,441 1,536,422 1,536,422
Financial expenses (1,463,407) (100) (1,463,507) (1,463,507)
Profit (loss) before income tax and social contribtion 1,214,696 105,902 1,320,598 (490,341) 830,257
Income tax and social contribution (292,757) (30,792) (323,549) (323,549)
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Profit/(loss) for the year (all continuing operatins) 921,939 75,110 997,049 (490,341) 506,708

Reconciliation between shareholders' equity aniicome - Parent Company and Consolidated

As mentioned in Note 2, the parent company alsclaies and prepares interim unconsolidated finamefarmation in
accordance with accounting practices adopted irziBtaat differ from the information presented oncansolidated basis

exclusively with respect to the valuation of fliggquipment.

The first consolidated financial statements undeRS were prepared by the Company, before the appadvtechnical
pronouncement CPC 37 — First-time Adoption of In&ional Financial Reporting Standards. Such stahpermits that, if the
entity has already disclosed its consolidated fitedrstatements under IFRS for the fiscal year theded before January 1,
2009 before approval of CPC 37, it should resttifferences in accounting practices only to thodfemnces existing at the
time that CPC 37 was approved and requires thatdiesvging pronouncements should not be adopted.

The table below represents the reconciliation afitgogand the result for the nine months period en8eptember 30, 2010
between the unconsolidated and consolidated fiahstatement.

Equity Profit/(Loss)

(including non- (including non-

controlling controlling

interest) interest)
Balance at September 30, 2010 — Parent Company 2,425,563 486,828
Revaluation of flight equipment (1,161,435) 62,097
Deferred income tax and social contributions 406,346 (21,562)
Total adjustments (755,089) 40,535
Non-controlling interest 194,158 19,881
Balance at September 30, 2010 — consolidated 1,864,632 547,244

Sensitivity analysis

In compliance with CVM Instruction 475/08, the Coang presents below the table with the sensitivitglgsis of its financial
instruments, including those contracted by its &lises, which describes the risks that might ciseor indirectly generate
material losses to the Company, with the most grlabacenario (scenario ) based on managementlsiaian for a time
horizon of three months, when the next financiateshents containing such analysis should be disdloadditionally, in

accordance said CVM Instruction, two other scemsade shown to present a 25% and 50% stress, teghgcof the risk

variable considered (scenarios Il and IlI).

Derivatives - fuel

Transactions with derivatives using the West Temtesymediate (WT]I) oil price as benchmark in owmtfmio are intended to
hedge fuel consumption. The fluctuation of WTI pgds closely related to the prices of jet fuel.
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None of the derivatives used by TLA are leveraged as the volume of jet fuel consumed is not fhgged by derivatives,
increases in jet fuel prices will not be fully adfsby derivative adjustments. Also, decreases tirive prices will have a
positive net impact for the Company, as thesemuitlbe fully offset by changes in the fair valuedefivatives.

Due to the restructurings of derivatives and théunity of certain transactions, and the recordihgew transactions in books,
the current average strike is US$89.45/bbl.

The impact of hedging transactions on TLA’s caslh lné compared with the decrease in jet fuel casts level similar to this
average (US$90/bbl will be adopted as benchmaek)fugl price projections were built based on tegults of a simple linear
regression.

Currently, the base scenario of TLA for 2010 isaarrage price of US$85/bbl of WTI. Sensitivity grsals will be presented
using a 25% drop (average price of US$64/bbl) aB@% drop (average price of US$43/bbl) in the agenarice used in the
2010 base scenario.

The net effects of fuel savings, as compared tgéeatisbursements, for the fourth quarter of 20@0sdch scenario, are as
follows:

Instrument/transaction Scenario | Scenario Il Senario lll
Average price per barrel US$85/bbl US$64/bbl US$43/bbl
Hedge WTH Net gain R$49,339 R$136,235 R$218,748

Marketable securities

The Company’'s and its subsidiaries’ securities heldnvestment funds are managed by third parfidse custody and
management of these securities are centralizedsingée agent, independent from the portfolio mamagAdditionally, funds
are audited by an independent auditor and sule€¥/iM inspection.

« Portfolio dynamics — managers can change the catigrosf the portfolio at any time, at their distiom, within the
related Regulation limits. Thus, as the assumptibthe sensitivity analysis is the maintenancehaf portfolio at
September 30, 2010, such analysis is impaired eandiead to erroneous conclusions.

* Risk control - the funds’ regulation sets markek flimits (Value at Risk) of 0.6% (balanced fundsj 0.15% (fixed-
income funds), for a time horizon of 21 businesgsdand a confidence level of 95%. The Company neiceg the
limitations inherent to the risk control model, lnglieves in its efficiency to prevent materialdes. In addition to the
risk control of the portfolio manager, the fund ragar has the power to prevent the settlement ofactions that
exceed the fund’s risk limit; additionally, the Cpamy engages an independent consultant to evalmata,weekly
basis, the funds’ risk levels.

« Restrictions imposed by the regulation: the furrdgiulation expressly prohibits any form of leveralgeaddition to
the market risk limit above, there are additiorcation limits to more volatile asset classes.

(i) Foreign exchange rate - TLA

Our sensitivity analysis methodology of foreign remcy-denominated liabilities includes the probattenario based on a
R$1.6942/US$ exchange rate, prevailing at Septerd®e2010. Based on the cash flows projected ferftlurth quarter of

50



(iv)

TAM S.A.
Notes to the Condensed Consolidated Interim Finanai Information
Three and nine months periods ended September 3010 and 2009 (unaudited) and

Year Ended December 31, 2009
In thousands of reais, unless otherwise indicated

2010, we calculated an increase in cash flowsraris§iom changes in foreign exchange rate of 25% %0fb over the
prevailing rate, as shown below:

25% -25% 50% -50%
R$2,118/US$ R$1.271/US$ R$2,541/US$ R$0.847/US$
Lease agreement (66,844) 66,844 (133,689) 133,689
Import financing (FINIMP) (20,448) 20,448 (40,896) 40,896
Foreign currency-denominated financing (644) 664 (1,288) 1,288
Senior bonds (4,686) 4,686 (9,371) 9,371
Prepayment of aircraft (24,246) 24,246 (48,492) 48,492
Currency hedge* (14,603) (42,761) (524) (56,840)
Total (131,471) 74,127 (234,260) 176,896

* See transactions below

Because of the renegotiation carried out in thet fjuarter of 2009, one of the counterparties redua US dollar-denominated
deposit as collateral. As deposits in foreign curyeare not allowed in Brazil, we pegged an NDRhe CDB pledged as
collateral, converting the redeemable value fromt&R®S$. According to the sensitivity analysis belas both transactions
are linked, the effect of foreign exchange fludmobn the final result, when measured in US ds]l& nil.

25% -25% 50% -50%
R$2,118/US$ R$1,271/US$ R$2,541/US$ R$0.847/US$
NDF (buy rate R$ 2.6096/US$) (15,366) (41,829) (2,134) (55,061)
CDB results on Dec 2, 2010 (R$'000) 81,525 81,525 81,525 81,525
CDB + NDF results on Dec 2, 2010 (R$'000) 66,160 39,696 79,391 26,464
Total (US$'000) 31,240 31,240 31,240 31,240

The scenarios for currency hedges are as follows:

25% -25% 50% -50%
R$2,118/US$ R$1,271/US$ R$2,541/US$ R$0.847/US$
Total (R$'000) 763 (931) 1,610 (1,778)

Interest rate

For the foreign market interest (LIBOR), based lom interest rate prevailing at September 30, 2640al to 0.29% per year,
we projected the impact on cash flows for the fouuarter based on a 25% and 50% change over ¢ivailing interest rate,
as shown below:

25% -25% 50% -50%
0.36% p.a. 0.22% p.a. 0.44% p.a. 0.15% p.a.

Aircraft lease and interest expenses (US$) (100) 100 (201) 201
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The Board of Directors approved, at the meetingd let July 16, 2009, the issuance for public placemsd simple,
nonconvertible debentures, guaranteed by TAM S.A.

On July 24, 2009, TAM Linhas Aéreas S.A. compldtesloffering of 600 simples, single series debastuwith nominal unit
value of R$1,000, and original total amount of R$600. On July 22, 2010, an Extraordinary SharedrsldVeeting (ESM)
was held, approving the postponement of debentatenty from July 24, 2013 to July 24, 2017, chamgihe amortization of
the nominal amount of these securities from quigrigayments to semiannual payments, and postpatiaegeginning of
amortization from July 24, 2013 to January 24, 2012

Interest was renegotiated to a rate equivalent2#¥d of the CDI, calculated and disclosed by theafihghouse for the
Custody and Financial Settlement of Securities TEE), and payments were changed from monthly toaiaanual ones.
For the domestic market interest (CDI), based enirtkerest rate prevailing at September 30, 2040aleto 10.61% per year,

we projected the impact on cash flows based orfa&id 50% change over the prevailing interest esteshown below:

25% -25% 50% -50%
13.26% p.a. 7.96% p.a. 15.92% p.a. 5.31% p.a.

Interest expenses on borrowings and financing (R$) (16) 16 (33) 33

Events occurring after the reporting period

On October 4, 2010, the Extraordinary Shareholdéegting approved a maximum dilution of three petc@do) of the
Company’s capital stock (excluding new shares &sslue to the exercising of options), in view of #féective granting of
options under the General Plan, subject to thelahii of sharesand and the creation of the Genelah for Granting
Executive Officers and Employees the Company’skS@tion Plan.
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Management Report
LATAM

On August 13 we signed a memorandum of understgnaith LAN Airlines S.A., flagging the intent to join the two holding
companies into a single parent company under theeh®TAM Airlines Group S.A. In line with this transactior,AN
Airlines S.A. will be calledLATAM Airlines Group S. A. and will serve as the holding company for thewétitis of all the
group’s companiesTAM stockholders will be offered 0.90 sharesL&TAM common stock for each share heldliAM .
LATAM will remain listed on the Santiago Stock Excharegewell as on the New York Stock Exchange (NYS&Edugh
ADRs and on the Sdo Paulo Stock Exchange (BM&FBOR/&Shrough BDRs.

The transaction requires the conclusion of a sefies$eps and approvals. In September we finalizeddue diligence process
and on October 20 we submitted the final structdirhe transaction to the Brazilian Civil Aviatigxgency (ANAC). We sitill
have as further steps in the process the signitigeodiefinitive agreement, the approval from stadtters, and the public offer
to exchange shares. We are confident that theegmtircess will be concluded in the second quaft2ddl.

Sales efforts
Products and services

As part of our commitment to always offer the bestvices to our customers, in August we introdubedfourth category of
our TAM Fidelidade frequent flyer program, call€EAM Fidelidade Black which is focused on benefits in customer service,
redeeming exclusivity and enhancing benefits antitias for our most frequent customers.

We began offering our Comfort Seatssento Confortp on all flights to South American and on domestights leaving
Guarulhos Airport in Sao Paulo to the cities ofi@la, Floriandpolis, Porto Alegre, Natal, Brasidind Fortaleza, as well as on
long-haul flights, where this product was alreadfered. We have also expanded the product opiiiormair on-boardDuty
Free catalog and launche@iro TAM, a first product in Brazil that allows passengersnake up to three stops, besides their
final destination, on just a single flight.

We are the pioneer airline company in all the Aresiin making cell phone service available on hoartis service, the
product of a partnership with the fir@nAir, is already available to passengers travelingaardour Airbus A321 aircraft —
flying the routes between Guarulhos, Recife, Ndtattaleza and Porto Alegre. With OnAir, passes@an make phone calls,
send text messages, and access the Internet VizRR& network through their own GSM telephone hetsds

We have expanded our partnership with the Japaaids® companyANA (All Nippon) , a member of the Star Alliance, by
means of a&odeshareagreement. This partnership connects South Amend Asia with daily flights between Tokyo and
S&o Paulo via London.

We implemented a pilot project in the airports @iéX&o Preto and S&o José do Rio Preto, in the $f&580 Paulo, allowing
passengers to maksmpletely paperless check-ins Combined with other measures, such as the ud@odiegradable
materials and ultra-light containers, as well as bip-fuels research that TAM has been conductimg, action is part of a
broad strategy involving various initiatives in tfield of sustainability. It also contributes to making the routines of ou
customers increasingly more dynamic and practical.

Corporate market
We lead the market for domestic and internati@mosporate travels, according to data disclosed by the Brazilian A&s@on
of Corporate Travel Agencies (Abracorp). We actedrior 47% of domestic sales booked in the fiedf bf the year by the

27 agencies associated with the entity. In terfmmarket share among the major airline alliancear 8lliance ranked first,
with 43% of sales.
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Retail project

Continuing with our retail project, singkrete Sangalosurprised passengers on flight JJ8078 to New Yas#ight attendant
for a day. The singer made a spontaneous speech to passesgye also handed out immigration and custonmagor

This action was part of a campaign to promote dfmw at Madison Square Gardenin New York, which took place in
September and was exclusively sponsored by our aoynpThe show gathered 15 thousand people.

Cost reduction

Focusing on our commitment to curb costs, we impleted a new program call&dMS (Airline Information Management
System), which is used to comprise tlight crew schedules enhance accuracy and productivity, and cut domvoasts.

Since October 1, we have implemented in all chanofdssisted sales of international flight air ticketsa new methodology
that shows customers the amount that is beingfpaithe ticket and the amount relating to the serviendered upon issuance
of the ticket, a system similar to the one the canyphas been using since 2008 for the sale of damféght air tickets. The
amount of the service provided by the assisteddw@eanels installed in Brazil began to be paidatiyeby the passenger upon
issuance of the international ticket, in the preipor of up to 7% of the fare price, with a minimwf R$ 30.00. This is a
model within the world standards for remuneratibtravel agents adapted to Brazil’ legislation.

Pantanal Linhas Aéreas

Pantanal expanded its grid with new flights to W@er and Uberlandia, increasing the number of ciéeged in Brazil to 19.
We began a new communication plan to disclose figates in Pantanal’'s logo and the company’s neyhtflgrid. The
communication plan includes pieces in the printegdia, over the radio, and on the Internet. They l@ing carried in
nationwide media and in the media of the main gitibere Pantanal operates.

Multiplus Fidelidade

Our frequent flyer program Multiplus Fidelidade tiones to enter into various partnerships with ewito expanding the
options for network participants to accumulate archange points.

Recently we began three new partnerships: Witldlecard involving consultation of points, accumulation redemption of
points upon purchase in Multiplus partner establishts by means of the Redecard machine; &iftora Globo, where
participants accumulate and redeem points on magazibscriptions; and witBKY, the ninth company to enter into our
alliance partnership.

Currently, Multiplus participant earns points in maathan 125 partners, distributed in around 10,88tablishments, and
exchanges them for products and services of vagegments.

To access the results for the third quarter of Mhls SA visit:www.multiplusfidelidade.com.br/ri

MRO

Our Technology Center, the business unit called MRI@intenance, Repair and Overhaul), was the wimfighe category
entitled“Best Maintenance Center” in the Xl PrizeAero Magazine de Aviacdorganized by the publishing firm Spring
Editora.

Moreover, we renewed our certification with the UF8deral Aviation Administration (FAA), in ordes tontinue carrying out

aircraft maintenance services in that country tglpo@011. The~AR 145 certification, valid through 2011, authorizes all
major scheduled maintenance activities (checksd_jnas well as the overhaul of various aircrafinponents.
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TAM Cargo

Our cargo unit commemorated 14 years of growth ¢toer. Its trajectory, which began with TAM Exgse faces a major
challenge today: holding onto first place in theBlian airline cargo transportation market withiataility, safety, speed and
efficiency. The year 2010 has been of major a@hients for the unit, with the improvement of sesvievels in the domestic
and international segments.

Since August 2008, our cargo unit has been usitng-light containers — 21 kilograms lighter thaaditional containers — in
all our routes that handle cargo and baggage s=dnd operate with palletized aircraft. With thisiative, we reduced by
18.8 metric tons the GQemissions entering the atmosphere, just in thettmohAugust alone, as a result of our efforts to
reduce the emission of pollutants and, thus, doutiei to preserving the environment.

TAM Viagens

On October 6 our travel operator celebrated it$ dhiversary with good reasons to commemoratetir§edn growth, TAM
Viagens began implementing the franchise model yhe&. Now, the current 72 operator outlets, maddgy independent
commercial representatives, are undergoing a psaafasigrating to the new model.

In October we held the first convention intendediog together the franchisees. The objectivithefevent was to define the
goals for 2011, present the tools offered by TAMy3éNS to its franchisees, as well as to offer tgeidelines on using the
trademark and on the language of our operatorthBynd of 2011, the goal of TAM Viagens is to ha08 franchised units.

Star Alliance

Once again Star Alliance won the title as Best Alliance of Airline Companiesawarded by the English edition of the
magazineBusiness Traveller The announcement was made at the annual meBtismess Traveller Awards, held on
September 20 in London, and is published in thestagdition of Business Traveller Magazine. Thiblization is one of the
most important in the world of aviation and is thegazine most read by frequent flyers. Star haehdy received this award
on five occasions.

Ethiopian Airlines was accepted as a future member of the Star Aliamd will be the third member in the African ¢oant,
together with Egyptair and South African Airwaysihe acceptance of Ethiopian Airlines is an integratt of the Star
Alliance’s strategy for Africa.

Awards

TAM Nas Nuvenswas chosen as theest on-board magazine in the world Our on-board magazine received the Passenger
Choice Award, the most traditional and importariz@in the world airline industry, organized by ARFEAIrline Passenger
Experience Association), an entity that brings thgethe largest airline companies in the world.

Red Report, our international on-board magazine, won #@10 Journalism Contestheld by the European Tourism
Commission in Latin America in the following cateigs: Best Printed Magazine Article and Best Phiephy Work.

For the fourth consecutive time, we won the maimepof trademark awareness awarded by Datafolhéutes theFolha Top
of Mind. We were the airline company most recalled byzBiemns, mentioned by 39% of those surveyed.

We received, for the second consecutive year, werdias themost admired Brazilian airline company granted by the
magazineCarta Capital. In the ranking involving all industries, we weneluded among the 14 most admired companies in
Brazil.

We are the largest company in the Transportatiehlangistics industry in terms of net revenues ia Ranking Valor 1000
published by the newspap¥galor Econdmico. Among the one thousand largest companies frommaduistries surveyed, we
ranked 28 among the 20 companies with the highest net rofin theGeneral Ranking Valor 100(repared based on
analysis of the net revenues posted by companiai imdustries surveyed, we ranked2&he same as in 2008.
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Other highlights
We expanded oupperations in Argentina, surpassing the mark of 57 thousand passengerdibgan July 2010, a rise of

85% over the number of passengers boarding in2L0Y. Moreover, we began operating daily flighttween Porto Alegre
and Buenos Aires, using Aeroparque, central airplofirgentina’s capital.
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Comments on Performance
(In Millions of Reais)

3Q10vs.
3Q10 3Q09 3Q09
Gross operating revenue 3,014.50 2,470.10 22.0%
Passenger revenues 2,369.1 1,970.5 20.2%
Domestic 1,465.7 1,307.0 12.1%
International 903.4 663.5 36.2%
Cargo revenues 276.2 238.1 16.0%
Domestic 128.4 113.7 12.9%
International 147.8 124.4 18.8%
Other operating revenues 369.2 261.6 41.1%
TAM Fidelidadeprogram 106.4 116.2 -8.4%
Travel agency 14.3 12.1 18.2%
Other (including expired air tickets) 2485 133.3 86.4%
Taxes and other deductions (75.7) (89.0) -14.9%
Net operating revenue 2,938.8 2,381.2 23.4%
Expenses on services rendered and operating expesse
Fuel (875.1) -701.3 24.8%
Selling and marketing (231.6) -198 17.0%
Lease of aircraft, engines and equipment 17.@) -129.3 -9.0%
Personnel (577.1) -485.5 18.9%
Maintenance and repairs (except personnel) (132.8) -139.5 -4.8%
Outside services (193.6) -175.6 10.3%
Departure, landing and navigation fees @arpo -142.8 5.3%
Depreciation and amortization (166.9) -162.8 2.5%
Aircraft insurance (13.1) -15.9 -17.6%
Other 210.0 -174.7 -220.2%
Total expense on services rendered and operatingpenses (2,248.3) (2,325.4) -3.3%
Earnings before interest and taxes (EBIT) 690.5 55.8 1137.5%
Changes in fair values of fuel
derivatives 12.7 2.9 337.9%
Gain (loss) on aircraft revaluation - (155.3) -
Income (expenses) after changes in fair value ofdl
derivatives and aircraft revaluation 703.2 (96.6) -828.0%
Financial income 652.2 670.5 -2.7%
Financial expense (207.4) (271.3) -23.6%
Income before income tax and social contribution 1.148.0 302.6 279.4%
Income tax and social contribution (396.0) (74.0) 435.1%
Income before non-controlling interest 752.0 228.6 229.0%
Non-controlling interest -12 -0.2 5900.0%
Net income for the quarter 740.0 228.4 224.0%
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Gross revenue
Rise of 22.0% in 3Q10 compared with 3Q09, reacRfi2,938.8 million, due to the following:

Domestic passenger revenues
Increase of 12.1%, reaching R$ 1,465.7 million gnio the rise in demand - measured in RPKs - t8%4partly offset
by the 10.2% drop in yield. Our supply, measured$Ks, rose 18.4%, and our occupancy rate inccehge.7 p.p. to
70.3%. With the combination of these factors, RASK increased by 22.8% to R$ 0.16.

International passenger revenues
Rise of 36.2%, reaching R$ 903.4 million, due t® tise in yield in dollars by 19.2%, while the géh reais rose 11.7%.
The increase in demand was 21.9%, which, combiri#hdtihe 9.1% increase in supply, raised our occopaates by 8.7
p.p. to 82.7%, the best quarterly figure since 2086 a result, our RASK, measured in US$, roséB3whereas in reais
the increase was 24.8%.

Cargo revenues
Rise of 16.0%, reaching R$ 276.2 million, as a ltesuthe 12.9% increase in domestic revenues &h89% growth in
international revenues, despite the 6.2% appreciaii the real when compared to the average fopéhneds.

Other revenues
Increase of 41.2%, up to R$ 369.3 million, due ryatn the 86.6% rise in revenues from expired tiskand others,
partly offset by the 8.4% drop in revenues fromtmpenships with the frequent flyer program, chiedlying to the 6.2%
appreciation of the Brazilian currency, impactirgnps sold to financial institutions, which areqail in dollars.

Operating Expenses
Drop of 3.3%, falling to R$ 2,244.3 million in 3Qbdmpared with 3Q09, due to the reversal of théf surcharge, partly
offset by the rise in expenses on fuel, sellingemges and marketing and personnel expenses.

Fuel
Rise of 24.8%, reaching R$ 875.1 million, mostlyedo the 7.4% rise in the average price per litdrich reflects the
11.6% jump in the average price of WTI (West Tehkdsrmediate) oil in the quarter against the samod last year,
and the 6.2% appreciation of the real against tilardin the average for the same period. The mawf fuel consumed
rose 16.2%, due to the 13.4% increase in the nuofidesurs flown and the five and a half percentpgmts (5.5 p.p.) in
the occupancy rates of aircraft, which increasesl wieight carried. This increase was partly offsgtthe average
stopover rate of 4.7%. In terms of ASK, the rises\8.9%.

Selling and marketing expenses
Increase of 17.0%, reaching R$ 231.6 million. éhation to net revenue, there was a reduction fB8% in 3Q09
to 7.0% in 3Q10, due to gains in scale of costsnipanarketing expenses, since these expensesngseportions that
were lower than the rise in revenues. MeasuréBiK, the rise was 2.1% for the quarter.

Lease of aircraft, engines and equipment
Reduction of 8.9%, down to R$ 117.7 million, pripaily due to the average appreciation of the neaklation to the
dollar (6.2%) for the quarter over the same peii@009, while the number of aircraft classified gserating lease
remained constant if we exclude the ATR-42 aircréftterms of ASK, the reduction was 20.5%.

Personnel expenses
Rise of 18.9%, up to R$577.1 million, owing to 6% salary adjustment granted at the end of 20@tha 11.9%
increase in the number of employees for the peribbde rise was complemented by incorporation ofahployees of
Pantanal. Measured in ASK, the rise was 3.7%.

Maintenance and repairs (except personnel)
Decrease of 4.8%, down to R$ 132.8 million, duentyaio the 6.2% appreciation of the real over tiodlad compared
with the same period in 2009 and the rise in trerage stopover of 4.7%, partly offset by the insecia our fleet by ten
aircraft (excluding the ATR-42) and the 13.4% liisehe number of hours flown. In terms of ASK, thevas a 16.9%
drop.
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Outside services
Increase of 10.2%, reaching R$ 193.6 million, owimghe normal rise in operations from one yeahtnext and in line
with the previous quarter, reflecting gains in sca$ a result of our ongoing cost-reduction effoAs measured in ASK,

there was a reduction of 3.8%.

Departure, landing and navigation fees
Rise of 5.3%, up to R$ 150.4 million, due to th&%.increase in the number of stopovers and 14.88fjin kilometers
flown in the period, partly offset by the effect thfe 6.2% appreciation of the real over the dohenjch impacted
international flight tariffs. Measured in ASK, tlieewas a drop of 8.1%.

Depreciation and amortization
Rise of 2.5%, reaching R$ 166.9 million, princigatiwing to the addition of 10 new aircraft to oleet classified as
finance lease. This rise was partly offset by@t®% appreciation of the real in relation to théatmver the same period
in 2009, and by the aircraft revaluation carrietl @uthe end of 2009, which impacted the valuewfassets. In terms of

ASK, there was a drop of 10.0%.

Aircraft insurance
Reduction of 17.7%, down to R$ 13.1 million, mairdye to the 6.2% appreciation of the real agaihst dollar
comparing 3Q10 to 3Q09. This reduction was partfget by the fleet increase by ten aircraft (edolg the ATR-42),
the 19.3% rise in the number of passengers caanddhe 9.6% increase in the number of stopovedermathe quarter.
Measured in ASK, the reduction was 28.1%.

Other
Other operating expenses of R$ 210.0 million in @@ampared with R$ 174.7 in 3Q09, due to the relerkthe tariff

surcharge.

Changes in fair value of fuel derivatives
Gain of R$ 12.7 million in 3Q10, against R$ 2.9limil in 3T09.

Aircraft revaluation
As in 1Q10 and 2Q10, in 3Q10 we did not carry dw tevaluation of our aircraft, since the excharage did not have a material

impact in this line. In 3Q09 we recorded an expesfsR$ 183.3 million in this line.

Net financial result
Financial income of R$ 444.8 million (impacted e treversal of the tariff surcharge by R$ 181.diom) in 3Q10, compared with

income of R$ 399.3 million in 3Q09.

Net Income
Net income of R$ 742.7 million in view of the reasabove, which represented a margin of 22.5% ih03Qompared with a margin

of 9.0% in 3Q09.

EBIT
Our EBIT margin was 23.5%, reaching R$ 690.5 millia 3Q10, which represented a rise of 21.2 p.prelation to 3T09, as a
consequence of the 23.4% rise in net revenue, eduplth a drop of 3.3% in operating expenses, rebeemg that this number

reflects the reversal of the tariff surcharge.

EBITDAR
Our EBITDAR margin was 33.2%, reaching R$ 975.1ianilin 3Q10, representing an 18.6 p.p. increageangin in relation to 3Q09,
due to all the factors described above in our reesmand expenses, along with the tariff surchargersal.
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