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PRESENTATION OF FINANCIAL AND OTHER INFORMATION
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Unless otherwise indicated or the context otherwise requires, all references in this annual report to “Arco” or the “Company,” “we,” “our,” “ours,” “us

or similar terms refer to Arco Platform Limited, together with its subsidiaries.

The term “Brazil” refers to the Federative Republic of Brazil and the phrase “Brazilian government” refers to the federal government of Brazil.
“Central Bank” refers to the Brazilian Central Bank (Banco Central do Brasil). References in the annual report to “real,” “reais” or “R$” refer to the
Brazilian real, the official currency of Brazil and references to “U.S. dollar,” “U.S. dollars” or “US$” refer to U.S. dollars, the official currency of the
United States.

All references to “IFRS” are to International Financial Reporting Standards, as issued by the TASB.
Financial Statements

Arco was incorporated on April 12, 2018, as a Cayman Islands exempted company with limited liability, duly registered with the Cayman Islands
Registrar of Companies. Arco became the parent company of Arco Educagdo S.A., or Arco Brazil, through the completion of the initial public offering and
the corporate reorganization described in note 1 of our consolidated financial statements.

We present in this annual report our audited consolidated financial statements as of December 31, 2019 and 2018 and for the years ended
December 31, 2019, 2018 and 2017. Our financial statements are prepared in accordance with IFRS, as issued by the IASB.

We maintain our books and records in Brazilian reais, the presentation currency for our financial statements and also the functional currency of our
operations in Brazil. Unless otherwise noted, our financial information presented herein as of December 31, 2019 and 2018 and for the years ended
December 31, 2019, 2018 and 2017 is stated in Brazilian reais, our reporting currency. The consolidated financial information contained in this annual
report is derived from our audited consolidated financial statements as of December 31, 2019 and 2018 and for the years ended December 31, 2019, 2018
and 2017, together with the notes thereto. All references herein to “our financial statements,” “our audited consolidated financial information,” and “our
audited consolidated financial statements” are to our consolidated financial statements included elsewhere in this annual report.

This financial information should be read in conjunction with “Item 5. Operating and Financial Review and Prospects” and our consolidated financial
statements, including the notes thereto, included elsewhere in this annual report.

Our fiscal year ends on December 31. References in this annual report to a fiscal year, such as “fiscal year 2019,” relate to our fiscal year ended on
December 31 of that calendar year.

Corporate Events

We are a Cayman Islands exempted company incorporated with limited liability on April 12, 2018. On October 29, 2019, we completed a follow-on
public offering, consisting of 3,450,656 Class A common shares issued and sold by us, and 4,268,847 Class A common shares sold by certain selling
shareholders. The public offering price was US$43.00 per Class A common share. We received net proceeds of US$143.9 million, after deducting US$3.7
million in underwriting discounts and commissions. On November 26, 2019, an additional 661,112 Class A common shares were sold by General Atlantic
Arco (Bermuda), L.P. following the exercise by the underwriters of their option to purchase additional shares.

Furthermore, we are currently implementing certain additional changes to the organizational structure of certain of our operating subsidiaries in Brazil.
This reorganization will be an internal corporate reorganization and is not expected to affect us on a consolidated basis.




Organizational Structure

The diagram below depicts our organizational structure as of the date of this annual report:

Founding Shareholdersit) — GA Entity(2 —  Public Shareholders
{lass B common shares Class A common shares Class A common shares
*  51.0% of voting power In Issuer *  1.8% of voting power in lssuer = 7.2% of voting power in lssuer
*  50.4% of economic interest in lssuer v 10.0% of economic interest in lssuer *  39.5% of economic Interest in lssuer

Arco Platform Limited
(Issuer)

Arco Educacdo S.A.
(Arco Brazil)

Operating Subsidiaries

(1) Includes Class B common shares beneficially owned by our Founding Shareholders.

(2) Includes Class A common shares beneficially owned by the GA Entity. See “Item 7. Major Shareholders and Related Party Transactions—A.
Major Shareholders.”

Financial Information in U.S. Dollars

Solely for the convenience of the reader, we have translated some of the real amounts included in this annual report from reais into U.S. dollars. You
should not construe these translations as representations by us that the amounts actually represent these U.S. dollar amounts or could be converted into U.S.
dollars at the rates indicated. Unless otherwise indicated, we have translated real amounts into U.S. dollars using a rate of R$4.031 to US$1.00, the
commercial selling rate for U.S. dollars as of December 31, 2019 as reported by the Central Bank. See “Item 3. Key Information—A. Selected financial
data—Exchange Rates” for more detailed information regarding translation of reais into U.S. dollars and for historical exchange rates for the Brazilian real.

Special Note Regarding Non-GAAP Financial Measures

This annual report presents our Adjusted EBITDA, Adjusted Net Income and Free Cash Flow information for the convenience of investors. Adjusted
EBITDA, Adjusted Net Income and Free Cash Flow are the key performance indicators used by us to measure financial operating performance. Our
management believes that these Non-GAAP financial measures provide useful information to investors and shareholders. We also use these measures
internally to establish budgets and operational goals to manage and monitor our business, evaluate our underlying historical performance and business
strategies and to report our results to the board of directors.




We calculate Adjusted EBITDA as profit (loss) for the year plus income taxes plus/minus finance result plus depreciation and amortization plus share
of loss of equity-accounted investees plus share-based compensation plan, restricted stock units and related payroll taxes (restricted stock units), plus M&A
expenses and plus non-recurring expenses.

We calculate Adjusted Net Income as profit (loss) for the year (or period) plus share-based compensation plan, restricted stock units and related payroll
taxes (restricted stock units) plus amortization of intangible assets from business combinations (which refers to the amortization of the following intangible
assets from business combinations: (i) rights on contracts, (ii) customer relationships, (iii) educational system, (iv) trademarks, (v) non-compete agreement
and (vi) software resulting from acquisitions) less/plus changes in fair value of derivative instruments (which refers to (i) changes in fair value of derivative
instruments—finance income, and plus (ii) changes in fair value of derivative instruments—finance costs), less/plus changes in accounts payable to selling
shareholders plus share of loss of equity-accounted investees plus interest expenses plus/minus changes in current and deferred tax recognized in statements
of income applied to all adjustments to net income, plus/minus foreign exchange gains/loss on cash and cash equivalents, plus M&A expenses and plus
non-recurring expenses.

We calculate Free Cash Flow as net cash flows from operating activities less acquisition of property and equipment less acquisition of intangible
assets. We consider Free Cash Flow to be a liquidity measure that provides useful information to management and investors about the amount of cash
generated by operating activities and cash used for investments in property and equipment required to maintain and grow our business.

We understand that, although Adjusted EBITDA, Adjusted Net Income and Free Cash Flow are used by investors and securities analysts in their
evaluation of companies, these measures have limitations as analytical tools, and you should not consider them in isolation or as substitutes for analysis of
our results of operations as reported under IFRS. Additionally, our calculations of Adjusted EBITDA, Adjusted Net Income and Free Cash Flow may be
different from the calculations used by other companies, including our competitors in the education services industry, and therefore, our measures may not
be comparable to those of other companies.

For a reconciliation of our non-GAAP measures, see “Item 3. Key Information—A. Selected Financial and Other Information—Reconciliations for
Non-GAAP Financial Measures.”

Special Note Regarding ACV Bookings

This annual report presents our Annual Contract Value bookings, or ACV Bookings, for the convenience of investors. ACV Bookings represents our
partner schools’ commitments to pay for our solutions offerings. We believe it is a meaningful indicator of demand for our platform and the market’s
response to it. In particular, we believe ACV Bookings is a helpful metric because it is designed to show amounts that we expect to be recognized as
revenue for the 12-month period between October of one fiscal year through September of the following fiscal year. We deliver our educational materials to
our partner schools for their convenience in the last calendar quarter of each year, so that our partner schools can prepare their classes in advance prior to
the start of the following school year in January. As a result, our results of operations for the last quarter of a given fiscal year contain revenues relating to
the following school year, which reflects the content that has been delivered prior to the start of the new fiscal year. Therefore, ACV Bookings conveys
information that has predictive value for subsequent months, and which may not be as clearly conveyed or understood by simply analyzing our revenues in
our income (loss), especially in view of our recent growth.

We define ACV Bookings as the revenue we would contractually expect to recognize from a partner school in each school year pursuant to the terms
of our contract with such partner school, assuming no further additions or reductions in the number of enrolled students that will access our content at such
partner school in such school year. ACV Booking is a non-accounting managerial operating metric and is not prepared in accordance with IFRS. We
calculate ACV Bookings by multiplying the number of enrolled students at each partner school with the average ticket per student per year; the related
number of enrolled students and average ticket per student per year are each calculated in accordance with the terms of each contract with the related
partner school. Although our contracts with our partner schools are typically for three-year terms, we record one year of revenue under such contracts as
ACV Bookings. For example, if a school enters into a three-year contract with us to provide our Core Curriculum solution to 100 students for a contractual
fee of $100 per student per year, we record $10,000 as ACV Bookings, not $30,000.




We measure our ACV Bookings on a monthly basis throughout the school year, starting in November of the preceding fiscal year. Pursuant to the
terms of our contracts with our partner schools, they are required, by the end of November of each year, to provide us with an estimate of the number of
enrolled students that will access our platform in the next school year. Since we allow our partner schools to make small adjustments to their estimates to
account for late admissions and dropouts, this number may fluctuate slightly until March 31, when it becomes more accurate. Accordingly, we believe this
metric is most accurately reflected as of March 31 of each year. Average ticket per student per year reflects the average price per student for the relevant
school year, and is presented in order to link this average price with the number of enrolled students in our partner schools, resulting in the ACV Bookings
metric.

We understand that, although ACV Bookings may be used by investors and securities analysts in their evaluation of companies, it has limitations as an
analytical tool, and you should not consider it in isolation or as a substitute for analysis of our results of operations as reported under IFRS.

Market Share and Other Information

This annual report contains data related to economic conditions in the market in which we operate. The information contained in this annual report
concerning economic conditions is based on publicly available information from third-party sources that we believe to be reasonable. Market data and
certain industry forecast data used in this annual report were obtained from internal reports and studies, where appropriate, as well as estimates, market
research, publicly available information (including information available from the United States Securities and Exchange Commission website) and
industry publications. We obtained the information included in this annual report relating to the industry in which we operate, as well as the estimates
concerning market shares, through internal research, public information and publications on the industry prepared by official public sources, such as the
Central Bank, the Brazilian Institute of Geography and Statistics (Instituto Brasileiro de Geografia e Estatistica), or IBGE, the Brazilian Education
Ministry (Ministério da Educagdo), or MEC, the National High School Exam (Exame Nacional do Ensino Médio), or ENEM, the National Exam for the
Assessment of Student Performance (Exame Nacional de Desempenho de Estudantes), or ENADE, the National Index for Basic Education (Indice de
Desenvolvimento da Educagdo Bdsica), or IDEB, the Brazilian National Institute for Educational Studies and Research (Instituto Nacional de Estudos e
Pesquisas Educacionais Anisio Teixeira), or INEP, as well as private sources, such as Hoper Consultoria and Gismarket, consulting and research companies
in the Brazilian education industry, and Getulio Vargas Foundation (Fundagdo Getulio Vargas), or FGV, among others.

Industry publications, governmental publications and other market sources, including those referred to above, generally state that the information they
include has been obtained from sources believed to be reliable, but that the accuracy and completeness of such information is not guaranteed. Except as
disclosed in this annual report, none of the publications, reports or other published industry sources referred to in this annual report were commissioned by
us or prepared at our request. Except as disclosed in this annual report, we have not sought or obtained the consent of any of these sources to include such
market data in this annual report.

Rounding

We have made rounding adjustments to some of the figures included in this annual report. Accordingly, numerical figures shown as totals in some
tables may not be an arithmetic aggregation of the figures that preceded them.




FORWARD-LOOKING STATEMENTS

This annual report on Form 20-F contains statements that constitute forward-looking statements. Many of the forward-looking statements contained in

3 s

this annual report can be identified by the use of forward-looking words such as “anticipate,” “believe,” “could,” “expect,” “should,” “plan,” “intend,”
“may,” “predict,” “continue,” “estimate” and “potential,” among others.

3« 2«

Forward-looking statements appear in a number of places in this annual report and include, but are not limited to, statements regarding our intent,
belief or current expectations. Forward-looking statements are based on our management’s beliefs and assumptions and on information currently available
to our management. Such statements are subject to risks and uncertainties, and actual results may differ materially from those expressed or implied in the
forward-looking statements due to various factors, including, but not limited to, those identified under the section entitled “Risk Factors” in this annual
report. These risks and uncertainties include factors relating to:

general economic, financial, political, demographic and business conditions in Brazil, as well as any other countries we may serve in the future
and their impact on our business;

fluctuations in interest, inflation and exchange rates in Brazil and any other countries we may serve in the future;
our ability to implement our business strategy;

our ability to integrate and realize the anticipated benefits and synergies from mergers and acquisitions;

our ability to adapt to technological changes in the educational sector;

our ability to enhance our brands;

our ability to obtain government authorizations on terms and conditions and within periods acceptable to us;

our ability to continue attracting and retaining partner schools;

our ability to maintain the academic quality of our programs;

the availability of qualified personnel and the ability to retain such personnel;

changes in the financial condition of the students enrolling in our partner schools or private schools in general and in the competitive conditions in
the education industry, or changes in the financial condition of our partner schools in the primary and secondary education sector;

our capitalization and level of indebtedness;
the interests of our controlling shareholder;
changes in government regulations applicable to the primary and secondary education industry in Brazil;

government interventions in the primary or secondary education industry that affect the economic or tax regime, the collection of tuition fees or
the regulatory framework applicable to primary and/or secondary educational institutions;

a decline in the number of our partner schools or the amount of fees we can charge for our educational platform;
our ability to compete and conduct our business in the future and adapt to changes in circumstances;
the success of our marketing initiatives, including advertising and promotional efforts;

our ability to develop new educational products, services and concepts;




changes in consumer demands and preferences and technological advances, and our ability to innovate to respond to such changes;
changes in labor, distribution and other operating costs;
our compliance with, and changes to, government laws, regulations and tax matters that currently apply to us;
other factors that may affect our financial condition, liquidity and results of operations; and
other risk factors discussed under “Risk Factors.”
Forward-looking statements speak only as of the date they are made, and we do not undertake any obligation to update them in light of new

information or future developments or to release publicly any revisions to these statements in order to reflect later events or circumstances or to reflect the
occurrence of unanticipated events.




PART1
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

A. Directors and senior management

Not applicable.
B.  Advisers

Not applicable.
C.  Auditors

Not applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
A. Offer statistics
Not applicable.
B.  Method and expected timetable
Not applicable.
ITEM 3. KEY INFORMATION
A. Selected financial data

You should read the following selected financial data together with “Item 5. Operating and Financial Review and Prospects” and our Consolidated
Financial Statements and the related notes appearing elsewhere in this annual report.

The summary balance sheet as of December 31, 2019 and 2018 and statement of operations for the years ended December 31, 2019, 2018 and 2017
have been derived from our audited consolidated financial statements included elsewhere in this annual report, prepared in accordance with IFRS, as issued

by the IASB.

For the Year Ended December 31,

2019 2019 2018 2017 2016 2015
USS$ millions(1) R$ millions

Statement of Operations Data

Net revenue 142.1 572.8 381.0 244.4 159.3 116.5
Cost of sales (29.1) (117.3) (80.7) (58.5) (41.3) (28.0)
Gross profit 113.0 455.5 300.2 185.9 117.9 88.5
Selling expenses (49.6) (199.8) (113.3) (65.3) (40.3) (20.3)
General and administrative expenses (47.5) (191.4) (129.8) (48.9) (32.7) (24.6)
Other income (expenses), net (1.6) (6.2) 4.9 3.3 3.6 (2.0)
Operating profit 14.4 58.1 62.1 74.9 48.6 41.6
Finance income 17.9 72.0 36.6 12.5 47.2 14.4
Finance costs (42.4) (170.8) (198.8) (20.4) (1.8) (3.1)
Finance result (24.5) (98.8) (162.2) (7.9) 45.4 11.3
Share of loss of equity-accounted investees (0.4) (1.8) (0.8) 0.7) (1.1) (0.6)
Profit (loss) before income taxes (10.5) (42.5) (100.9) 66.4 92.8 52.3
Income taxes—income (expense) 8.2 33.1 18.0 (22.7) (18.4) (8.3)
Current (11.6) (46.9) (26.5) (31.0) (13.0) (11.3)
Deferred 19.8 80.0 44.5 8.3 (5.5) 3.0
Profit (loss) for the year (2.3) (9.4) (82.9) 43.6 74.4 43.9

Profit (loss) attributable to:




For the Year Ended December 31,

2019 2019 2018 2017 2016 2015
US$ millions(1) R$ millions

Equity holders of the parent 2.3) 9.9) (82.4) 44.3 75.1 43.9
Noncontrolling interests — — (0.5) (0.6) 0.7) —
Basic earnings per share—RS$ (unless otherwise

indicated)(2)

Class A Common Shares (0.04) (0.18) (1.64) 0.88 1.49 1.05

Class B Common Shares (0.04) (0.18) (1.64) 0.88 1.49 1.05
Diluted earnings per share—RS$ (unless otherwise

indicated)(3)

Class A Common Shares (0.04) (0.18) (1.64) 0.85 1.49 1.05

Class B Common Shares (0.04) (0.18) (1.64) 0.85 1.49 1.05

(1) For convenience purposes only, amounts in reais as of December 31, 2019 have been translated to U.S. dollars using an exchange rate of R$4.031 to
US$1.00, the commercial selling rate for U.S. dollars as of December 31, 2019 as reported by the Central Bank. These translations should not be
considered representations that any such amounts have been, could have been or could be converted at that or any other exchange rate. See “—
Exchange Rates” for further information about recent fluctuations in exchange rates.

(2) Calculated by dividing the profit (loss) attributable to the shareholders by the weighted average number of common shares outstanding during the year.

(3) Calculated by dividing the profit (loss) attributable to the shareholders by the weighted average number of common shares outstanding during the year
plus the weighted average number of common shares that would be issued on conversion of all potential common shares with dilutive effects.

As of December 31,

2019 2019 2018 2017 2016

US$ millions(1) R$ millions
Balance Sheet Data:
Assets
Current assets
Cash and cash equivalents 12.1 48.9 12.3 0.8 4.4
Financial investments 142.6 574.8 806.8 83.0 65.6
Trade receivables 81.7 329.4 136.6 94.9 65.2
Inventories 9.9 40.1 15.1 18.8 12.6
Recoverable taxes 3.9 15.6 11.2 5.1 3.2
Financial instruments from acquisition of interests 0.9 3.8 — — 4.5
Related parties 0.3 1.3 — — 2.5
Other assets 3.6 14.7 6.1 7.3 4.1
Total current assets 255.0 1,028.6 988.1 210.0 162.0
Non-current assets
Financial instruments from acquisition of interests 8.0 32.2 26.6 12.5 16.1
Deferred income tax 38.9 156.7 99.5 5.9 3.7
Recoverable taxes 1.6 6.6 1.0 3.3 2.3
Financial investments 1.2 4.7 4.4 0.2 0.2
Related parties 3.7 14.8 1.2 1.3 0.8
Other assets 3.6 14.4 1.1 — —
Investments and interests in other entities 12.1 48.6 119 12.7 45.8
Property and equipment 5.3 21.3 13.3 9.1 5.7
Right-of-use assets 5.4 21.6 — — —
Intangible assets 449.5 1,811.9 187.7 175.5 86.3
Total non-current assets 529.3 2,132.8 346.7 220.4 160.8
Total assets 784.4 3,161.4 1,334.9 430.4 322.9
Liabilities

Current liabilities




As of December 31,

2019 2019 2018 2017 2016
US$ millions(1) R$ millions

Trade payables 8.6 34.5 14.8 3.9 3.1
Labor and social obligations 17.0 68.5 15.9 8.7 4.9
Taxes and contributions payable 1.9 7.5 2.6 1.1 0.4
Income taxes payable 12.9 52.0 17.3 17.4 2.6
Dividends payable — — — 10.5 17.8
Advances from customers 6.4 25.6 6.0 5.9 1.9
Lease liabilities(2) 1.7 6.8 — — —
Loans and financing 24.5 98.6 — — —
Financial instruments from acquisition of interests — — — 1.8 4.7
Accounts payable to selling shareholders 29.3 118.0 0.8 14.9 8.1
Other liabilities 0.1 0.6 0.4 5.5 6.4
Total current liabilities 102.4 412.1 57.9 69.7 50.1
Non-current liabilities

Labor and social obligations 0.7 2.8 — — —
Lease liabilities(2) 4.7 19.0 — — —
Financial instruments from acquisition of interests 8.4 33.9 25.0 11.9 25.4
Provision for legal proceedings 0.1 0.3 0.1 — —
Deferred income tax — — 1.4 0.1 6.2
Accounts payable to selling shareholders 272.5 1,098.3 180.6 43.1 —
Other liabilities — 0.2 — _ _
Total non-current liabilities 286.4 1,154.5 207.1 55.0 31.6
Total liabilities 388.8 1,566.6 265.0 124.7 81.7
Equity

Share capital — — — 55.9 48.5
Capital reserve 398.8 1,607.7 1,089.5 160.7 81.9
Earnings reserves — — — 82.0 105.5
Share-based compensation reserve 21.0 84.5 67.4 7.1 5.2
Accumulated losses (24.2) (97.4) (86.7) — —
Equity attributable to equity holders of the parent 395.6 1,594.8 1,070.2 305.6 241.1
Non-controlling interests — — (0.3) 0.1 0.1
Total equity 395.6 1,594.8 1,069.9 305.7 241.2
Total liabilities and equity 784.4 3,161.4 1,334.9 430.4 322.9

(1) For convenience purposes only, amounts in reais as of December 31, 2019 have been translated to U.S. dollars using an exchange rate of R$4.031 to
US$1.00, the commercial selling rate for U.S. dollars as of December 31, 2019 as reported by the Central Bank. These translations should not be
considered representations that any such amounts have been, could have been or could be converted at that or any other exchange rate. See “—
Exchange Rates” for further information about recent fluctuations in exchange rates.

(2) OnJanuary 1, 2019 the Company adopted the new pronouncement of IRFS 16, see note 2.5 to our audited consolidated financial statements.

Non-GAAP Financial Measures

Adjusted EBITDA, Adjusted Net Income and Free Cash Flow

For the Year Ended December 31,

2019 2019 2018 2017 2016
US$ millions(1) R$ millions
Adjusted EBITDA(2) 52.0 209.4 142.0 91.1 56.4
Adjusted Net Income(3) 42.1 169.6 112.3 66.6 60.3
Free Cash Flow(4) (15.3) (61.7) 55.9 51.3 34.1

(1) For convenience purposes only, amounts in reais as of December 31, 2019 have been translated to U.S. dollars using an exchange rate of R$4.031 to
US$1.00, the commercial selling rate for U.S. dollars as of December 31, 2019 as reported by the Central Bank. These translations should not be
considered representations that any such amounts have been, could have been or could be converted at that or any other exchange rate. See “—
Exchange Rates” for further information about recent fluctuations in exchange rates.

(2) For a reconciliation between our Adjusted EBITDA and our profit for the year, see “—Reconciliations for Non-GAAP Financial Measures—
Reconciliation between Adjusted EBITDA and Profit for the Year.”

(3) For a reconciliation of our Adjusted Net Income, see “—Reconciliations for Non-GAAP Financial Measures—Reconciliation of Adjusted Net Income
from Profit (Loss) for the Year.”

(4) For a reconciliation of our Free Cash Flow, see “—Reconciliations for Non-GAAP Financial Measures—Reconciliation of Free Cash Flow from Net
Cash Flows from Operating Activities.”






Operating Data

ACYV Bookings
As of March 31,
2020(1) 2020(2) 2019(3) 2018(4) 2017(5)
US$ (except  RS$ (except
number of number of
enrolled enrolled
students)(1) students) RS$ (except number of enrolled students)
Number of enrolled students n/a 1,362,141 498,553 405,814 322,031
Average ticket per student per year 183.2 738.4 884.3 793.8 711.9
ACYV Bookings (in millions)(6) 249.5 1,005.8 440.9 322.1 229.3
(1) For convenience purposes only, amounts in reais as of March 31, 2020 have been translated to U.S. dollars using an exchange rate of R$4.031 to

2

3
“)
®)
(6)

US$1.00, the commercial selling rate for U.S. dollars as of December 31, 2019 as reported by the Central Bank. These translations should not be
considered representations that any such amounts have been, could have been or could be converted at that or any other exchange rate. See “Item 3.
Key Information—A. Selected financial data—Exchange Rates” for further information about recent fluctuations in exchange rates.

For the 2020 school year (which we define for purposes of ACV Bookings as the period starting in October 2019 and ending in September 2020).
Includes the ACV Bookings of Positivo, which we acquired in November 2019.

For the 2019 school year (which we define for purposes of ACV Bookings as the period starting in October 2018 and ending in September 2019).

For the 2018 school year (which we define for purposes of ACV Bookings as the period starting in October 2017 and ending in September 2018).

For the 2017 school year (which we define for purposes of ACV Bookings as the period starting in October 2016 and ending in September 2017).

We define ACV Bookings as the revenue we would contractually expect to recognize from a partner school in each school year pursuant to the terms
of our contract with such partner school, assuming no further additional or reductions in the number of enrolled students that will access our content at
such partner school in such school year. ACV Bookings is a non-accounting managerial operating metric and is not prepared in accordance with IFRS.

For more information about ACV Bookings, see “Presentation of Financial and Other Information—Special Note Regarding ACV Bookings.”

As of March 31, 2020, our total number of students enrolled was 1,362,141, our average ticket per student per year was R$738.4 and our total ACV

Bookings were R$1,005.8 million.

Reconciliations for Non-GAAP Financial Measures

The following tables set forth reconciliations of Adjusted EBITDA and Adjusted Net Income to our profit (loss) for the years ended December 31,

2019, 2018, 2017 and 2016, our most recent directly comparable financial measures calculated and presented in accordance with IFRS, as well as
reconciliations between Free Cash Flow and net cash flows from operating activities for the years ended December 31, 2019, 2018, 2017 and 2016, our
most recent directly comparable financial measures calculated and presented in accordance with IFRS. For further information on why our management
chooses to use these non-GAAP financial measures, and on the limits of using these non-GAAP financial measures, please see “Presentation of Financial
and Other Information—Special Note Regarding Non-GAAP Financial Measures.”
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Reconciliation between Adjusted EBITDA and Profit for the Year

For the Year Ended December 31,

Adjusted EBITDA reconciliation 2019 2019 2018 2017 2016
US$ millions(1) R$ millions
Profit (loss) for the year (2.3) 9.4) (82.9) 43.6 74.4
(+/-) Income taxes 8.2) (33.1) (18.0) 22.7 18.4
(+/-) Finance result 24.5 98.8 162.2 7.9 (45.4)
(+) Depreciation and amortization 12.0 48.3 19.6 14.3 5.8
(+) Share of loss of equity-accounted investees 0.4 1.8 0.8 0.7 1.1
(+) Share-based compensation plan 16.6 67.0 60.3 1.9 2.0
(+) M&A expenses(2) 7.2 28.9 — — —
(+) Non-recurring expenses(3) 1.8 7.1 — — —
Adjusted EBITDA 52.0 209.4 142.0 91.1 56.4

(1) For convenience purposes only, amounts in reais for the year ended December 31, 2019 have been translated to U.S. dollars using an exchange rate of
R$4.031 to US$1.00, the commercial selling rate for U.S. dollars as of December 31, 2019 as reported by the Central Bank. These translations should
not be considered representations that any such amounts have been, could have been or could be converted at that or any other exchange rate. See “—
Exchange Rates” for further information about recent fluctuations in exchange rates.

(2) M&A expenses corresponds to the non-recurring expenses related to the acquisitions of the year, which was recorded in the statement of operations by

Arco of R$28.9 million.

(3) Non-recurring expenses are related to consulting and legal services for the implementation of SOX.

Reconciliation of Adjusted Net Income from Profit (Loss) for the Year

For the Year Ended December 31,

Reconciliation of Adjusted Net Income 2019 2019 2018 2017 2016
US$ millions(1) RS$ millions

Profit (loss) for the year (2.3) 9.4 (82.9) 43.6 74.4
(+) Share-based compensation plan restricted stock

units and related payroll taxes (restricted stock

units) 16.6 67.0 60.3 1.9 2.0
(+) Amortization of intangible assets from business

combinations(2) 5.7 23.1 11.8 9.6 4.4
(+/-) Changes in fair value of derivative

instruments(3) (0.1) (0.5) 0.7) 6.7 (31.7)
(+/-) Changes in accounts payable to selling

shareholders(4) 22.2 89.4 130.4 — —
(+) Share of loss of equity-accounted investees 0.4 1.8 0.8 0.7 1.1
(+) Foreign exchange on cash and cash equivalents 0.1 0.6 34.4 — —
(+) Interest expenses (income), net(5) 10.2 41.2 9.8 11.2 0.1
(+/-) Tax effects(6) (19.8) (79.6) (51.5) (7.1) 9.9
(+) M&A expenses(7) 7.2 28.9 — — —
(+) Non-recurring expenses(8) 1.8 7.1 — — —
Adjusted Net Income 42.1 169.6 112.3 66.6 60.3
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(1) For convenience purposes only, amounts in reais for the year ended December 31, 2019 have been translated to U.S. dollars using an exchange rate of
R$4.031 to US$1.00, the commercial selling rate for U.S. dollars as of December 31, 2019 as reported by the Central Bank. These translations should
not be considered representations that any such amounts have been, could have been or could be converted at that or any other exchange rate. See “—
Exchange Rates” for further information about recent fluctuations in exchange rates.

(2) Refers to the amortization of the following intangible assets from business combinations: (i) rights on contracts, (ii) customer relationships,
(iii) educational system, (iv) trademarks, (v) non-compete agreement, and (vi) software. For further information, see note 14 to our audited

consolidated financial statements.

(3) Refers to (i) changes in fair value of derivative instruments—finance income, plus (ii) changes in fair value of derivative instruments—finance costs.
For further information, see note 23 to our audited consolidated financial statements.

(4) Refers to changes in fair value of contingent consideration and accounts payable to selling shareholders—finance costs. For further information, see
note 17 to our audited consolidated financial statements.

(5) Refers to interest expenses related to accounts payable to selling shareholders from business combinations and investments in associates, net of interest
income related to receivables from sale of subsidiary and loans to related parties.

(6) Refers to tax effects of changes in deferred tax assets and liabilities recognized in profit or loss corresponding to financial instruments from acquisition
of interests, tax benefit from tax deductible goodwill, share-based compensation and amortization of intangible assets. For further information, see

note 24 to our audited consolidated financial statements.

(7) M&A expenses corresponds to the non-recurring expenses related to the acquisitions of the year, which was recorded in the statement of operations by
Arco of R$28.9 million.

(8) Non-recurring expenses are related to consulting and legal services for the implementation of SOX.
Reconciliation of Free Cash Flow from Net Cash Flows from Operating Activities

For the Year Ended December 31,

Reconciliation of Free Cash Flow 2019 2019 2018 2017 2016
USS$ millions(1) RS$ millions
Net cash flows from operating activities (1.9) (7.6) 92.1 62.7 41.2
Acquisition of property and equipment 2.7) (11.0) (6.9) (5.3) (1.6)
Acquisition of intangible assets (10.7) (43.1) (29.4) (6.0) (5.6)
Free Cash Flow (15.3) (61.7) 55.9 51.3 34.1

(1) For convenience purposes only, amounts in reais for the year ended December 31, 2019 have been translated to U.S. dollars using an exchange rate of
R$4.031 to US$1.00, the commercial selling rate for U.S. dollars as of December 31, 2019 as reported by the Central Bank. These translations should
not be considered representations that any such amounts have been, could have been or could be converted at that or any other exchange rate. See “—
Exchange Rates” for further information about recent fluctuations in exchange rates.

Exchange Rates

The Brazilian foreign exchange system allows the purchase and sale of foreign currency and the international transfer of reais by any person or legal
entity, regardless of the amount, subject to certain regulatory procedures.

The real depreciated against the U.S. dollar from mid-2011 to early 2016. In particular, during 2015, due to the poor economic conditions in Brazil,
including as a result of political instability, the real depreciated at a rate that was much higher than in previous years. On September 24, 2015, the real fell
to its lowest level since the introduction of the currency, at R$4.1945 per US$1.00. Overall in 2015, the real depreciated 47.0%, reaching R$3.9048 per
US$1.00 on December 31, 2015. In 2016, the real fluctuated significantly, primarily as a result of Brazil’s political instability, appreciating 16.5% to
R$3.2591 per US$1.00 on December 31, 2016. In 2017, the real depreciated 1.5% against the U.S. dollar, ending the year at an exchange rate of R$3.308
per U.S.$1.00. The real/U.S. dollar exchange rate reported by the Central Bank was R$3.8748 per U.S.$1.00 on December 31, 2018, which reflected a
17.1% depreciation in the real against the U.S. dollar during 2018, primarily as a result of lower interest rates in Brazil, which reduced the volume of
foreign currency deposited in Brazil in the “carry trade,” as well as uncertainty regarding the results of the Brazilian presidential elections held in October
2018. On December 31, 2019, the period-end real/U.S. dollar exchange rate was R$4.031 per U.S.$1.00. There can be no assurance that the real will not
depreciate or appreciate further against the U.S. dollar.
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The Central Bank has intervened occasionally in the foreign exchange market to attempt to control instability in foreign exchange rates. We cannot
predict whether the Central Bank or the Brazilian government will continue to allow the real to float freely or will intervene in the exchange rate market by
re-implementing a currency band system or otherwise. The real may depreciate or appreciate substantially against the U.S. dollar in the future.
Furthermore, Brazilian law provides that, whenever there is a serious imbalance in Brazil’s balance of payments or there are serious reasons to foresee a
serious imbalance, temporary restrictions may be imposed on remittances of foreign capital abroad. We cannot assure you that the Brazilian government
will not place restrictions on remittances of foreign capital abroad in the future.

The following table sets forth, for the periods indicated, the high, low, average and period-end exchange rates for the purchase of U.S. dollars
expressed in Brazilian reais per U.S. dollar. The average rate is calculated by using the average of reported exchange rates by the Central Bank on each day
during a monthly period and on the last day of each month during an annual period. As of March 30, 2020, the exchange rate for the selling real/dollar
exchange rate was R$5.159 to U.S.$1.00, as reported by the Central Bank. The real/dollar exchange rate fluctuates and, therefore, the selling rate at March
31, 2020 may not be indicative of future exchange rates.

Year Period-End Average(1) Low High
2015 3.905 3.339 2.575 4.195
2016 3.259 3.483 3.119 4.156
2017 3.308 3.193 3.051 3.381
2018 3.875 3.656 3.139 4.188
2019 4.031 3.946 3.652 4.260

Month Period-End Average(2) Low High
October 2019 4.004 4.087 3.979 4.174
November 2019 4.224 4.155 3.979 4.260
December 2019 4.031 4.110 4.031 4.226
January 2020 4.269 4.149 4.021 4.269
February 2020 4.499 4.341 4.238 4.499
March 2020 (through March 30, 2020) 5.159 4.869 4.488 5.159

Source: Central Bank.
(1) Represents the average of the exchange rates on the closing of each business day during the year.
(2) Represents the average of the exchange rates on the closing of each business day during the month.
B. Capitalization and indebtedness
Not applicable.
C. Reasons for the offer and use of proceeds
Not applicable.
D. Risk factors
Our business, results of operations, financial condition or prospects could be adversely affected if any of these risks occurs, and as a result, the trading

price of our common shares could decline. The risks described below are those known to us and those that we currently believe may materially affect us.
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Certain Factors Relating to Our Business and Industry

We face significant competition in each program we offer and each geographic region in which we operate. If we experience increasing
consolidation in the K-12 school industry in Brazil or if we fail to compete efficiently, we may lose market share and our profitability may be
adversely affected.

We compete directly with private education platform providers and indirectly with certain traditional educational content providers. Our competitors
may begin to offer educational solutions similar to or better than those offered by us, have access to more funds, be more prestigious or well-regarded
within the academic community, or charge lower fees. To compete effectively, we may be required to reduce our fees that we charge partner schools or
increase our operating expenses in order to retain partner schools or attract new schools or to pursue new market opportunities. As a result, our revenues
and profitability may decrease. We cannot assure you that a migration from traditional education content providers to education platform providers will be
successful in the future, or that we will be able to compete successfully against our current or future competitors. Moreover, at present, there have been
certain isolated cases of market consolidation in the private primary and secondary, or K-12, industry in Brazil. In the event that such industry consolidation
intensifies, a trend that has been and is currently taking place in the post-secondary education industry in the country, we may face increasing levels of
competition in the markets in which we operate. If we are unable to maintain our competitive position or otherwise respond to competitive pressures
effectively, we may lose our market share, our profits may decrease and we may be adversely affected.

We may not be able to update, improve or offer the content of our existing educational platform on a cost-effective basis.

Our educational platform is designed to offer a complete suite of turnkey curriculum solutions intended to prepare the primary and secondary
education students at our partner schools to sit the ENADE, which is used by the MEC to evaluate and grade our partner schools and their students, and the
ENEM (which is equivalent to the Gaokao in China), for entry into post-secondary educational institutions. To differentiate ourselves and remain
competitive, we must continually update our content and develop new educational solutions, including through the adoption of new technological tools to
deliver our content. Updates to our current content and the development of new educational solutions may not be readily accepted by our partner schools,
their students or by the market. Also, we may not be able to introduce new educational solutions at the same pace as our competitors or at the pace required
by the labor market. If we do not adequately modify our educational platform in response to market demand, whether due to financial restrictions,
technological changes or otherwise, our ability to attract new schools and retain partner schools may be impaired and we may be materially adversely
affected.

Our business depends on the continued success of our brands, and if we fail to maintain and enhance the recognition of our brands, we may face
difficulty increasing our network of partner schools, and our reputation and operating results may be harmed.

We believe that market awareness of our brands, SAS Plataforma de Educacdo, or SAS, SAE Digital S.A., or SAE, and International School Servigos
de Ensino, Treinamento, Editoracdo e Franqueadora S.A., or International School, among others, has contributed significantly to the success of our
business. Maintaining and enhancing our brands is critical to our efforts to increase our network of partner schools, which is in turn critical to our business.
We rely heavily on the efforts of our sales force and our marketing channels, including online advertising, search engine marketing, social media and word-
of-mouth. Failure to maintain and enhance the recognition of our brands could have a material and adverse effect on our business, operating results and
financial condition. We have devoted significant resources to our brand promotion efforts and the training of our sales force in recent years, but we cannot
assure you that these efforts will be successful. Our ability to attract new partner schools depends not only on investment in our brand, our marketing
efforts and the success of our sales force, but also on the perceived value of our services versus competing alternatives among our client base. In addition, a
failure by our clients to distinguish between our brands and the different content that they provide may result in a reduction in sales volume and revenue,
margins or market share of one of our brands at the expense of the others. If our marketing initiatives are not successful or become less effective, if we are
unable to further enhance our brand recognition, or if we incur excessive marketing and promotion expenses, or if our brand image is negatively impacted
by any negative publicity, we may not be able to attract new partner schools successfully or efficiently, and our business and results of operations may be
materially and adversely affected.

In addition, if any partner school using our educational platforms engages in unlawful activities or uses our educational platforms in an unauthorized
manner, the general public may associate such school’s behavior with our brand, generating negative publicity that may adversely affect our reputation.
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If we continue to grow, we may not be able to appropriately manage the expansion of our business and staff, the increased complexity of our software
and platforms, or grow in our addressable market.

We are currently experiencing a period of significant expansion and are facing a number of expansion-related issues, such as the acquisition and
retention of experienced and talented personnel, cash flow management, corporate culture and internal controls, among others. These issues and the
significant amount of time spent on addressing them may result in the diversion of our management’s attention from other business issues and
opportunities. In addition, we believe that our corporate culture and values are critical to our success, and we have invested a significant amount of time
and resources building them. If we fail to preserve our corporate culture and values, our ability to recruit, retain and develop personnel and to effectively
implement our strategic plans may be harmed.

We must constantly update our software and platform, enhance and improve our billing and transaction and other business systems, and add and train
new software designers and engineers, as well as other personnel to accommodate the increased use of our platform and the new solutions and features we
regularly introduce. This process is time intensive and expensive, and may lead to higher costs in the future. Furthermore, we may need to enter into
relationships with various strategic partners other online service providers and other third parties necessary to our business. The increased complexity of
managing multiple commercial relationships could lead to execution problems that can affect current and future revenues, and operating margins.

We cannot assure you that our current and planned platform and systems, procedures and controls, personnel and third-party relationships will be
adequate to support our future operations. In addition, our current expansion has placed a significant strain on management and on our operational and
financial resources, and this strain is expected to continue. Our failure to manage growth effectively could seriously harm our business, results of
operations and financial condition.

An increase in delays and/or defaults in the payment of amounts owed to us by partner schools may adversely affect our income and cash flow.

We depend on the full and timely payment of the amounts owed to us by partner schools. Our partner schools may face financial difficulties, and in
certain cases, insolvency or bankruptcy. An increase in payment delinquency or default by partner schools may have a material adverse effect on our cash
flows and our business, including our ability to meet our obligations, and in certain circumstances, we may, at no cost to us, decide to terminate our
contracts with such partner schools, increasing our attrition rates. Our allowance for doubtful accounts expenses as a percentage of our net revenue was
3.0%, 2.5% and 2.1% for the years ended December 31, 2019, 2018 and 2017, respectively.

Our business is subject to seasonal fluctuations, which may cause our operating results to fluctuate from quarter-to-quarter and adversely impact
our working capital and liquidity throughout the year, adversely affecting our business, financial condition and results of operations.

Our revenues and operating results normally fluctuate as a result of seasonal variations in our business, principally due to the number of months in a
fiscal quarter that our partner schools are fully operational and serving students. Our main deliveries are shipped to partner schools in the last quarter of
each year (typically in November and December), and in the first quarter of each subsequent year (typically in February and March). Furthermore, the
materials we deliver in the fourth quarter are used by our partner schools for the following school year, and as such, our fourth quarter results reflect the
growth in the number of our students from one school year to another, leading to generally higher revenues in our fourth quarter compared to the preceding
quarters in each fiscal year. Consequently, in aggregate, the seasonality of our revenues has generally produced higher revenues in the first and fourth
quarters of our fiscal year. In addition, we bill partner schools and collect the sales we charge them in the first half of each academic collections year,
generally resulting in a higher cash position in the first half of each fiscal year relative to the second half of each fiscal year.

A significant portion of our expenses are also seasonal. Due to the nature of our business cycle, we require significant working capital, typically in
September or October of each year, to cover costs related to production and accumulation of inventory, selling and marketing expenses, and delivery of our
teaching materials at the end of each fiscal year in preparation for the beginning of each school year. Therefore, such operating expenses are generally
incurred in the period between September and December of each year.

Accordingly, we expect quarterly fluctuations in our revenues and operating results to continue. These fluctuations could result in volatility and

adversely affect our liquidity and cash flows. As our business grows, these seasonal fluctuations may become more pronounced. As a result, we believe that
sequential quarterly comparisons of our financial results may not provide an accurate assessment of our financial position.
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Our working capital needs have increased, and may continue to increase for the near future. We have historically relied on our cash flow generation to
satisfy our working capital needs. If we do not increase our cash flow generation or gain access to additional capital, whether through a line or credit or
other sources of capital, which may not be available on satisfactory terms or in adequate amounts, then our cash and cash equivalents may decline, which
will have an adverse impact upon our liquidity and capital resources. We expect our working capital needs to increase as our business expands. If we do not
have sufficient working capital, we may not be able to pursue our growth strategy, respond to competitive pressures or fund key strategic initiatives, which
may harm our business, financial condition and results of operations.

The sales cycle of our business may cause our operating results to fluctuate from quarter-to-quarter and adversely impact our working capital and
liquidity from year to year, adversely affecting our business, financial condition and results of operations.

Our platform has evolved into a complex solution. The adoption of our platform by partner schools requires us to first build a high level of trust and
confidence in our solutions, which can only be achieved by demonstrating a proven track record of success and quality, while constantly monitoring client
satisfaction and feedback.

We have a lead time (which we define as the period from the moment of first contact to the execution of a contract) for the acquisition of new partner
schools, and we typically enter into contracts with new partner schools within one year from the moment of first contact, which requires a series of
interactions and constant contact, including dedicated sessions for experimentation with our platform and testing, events aimed at target partner schools,
product journeys and guided visits to our business units, and industry fair exhibits. Accordingly, we expect quarterly fluctuations in our cash flows. These
fluctuations could result in annual volatility and adversely affect our liquidity. As our business grows or if our business stops growing and we lose clients,
these fluctuations may become more pronounced.

We do not currently control some of our acquired technologies, which could adversely affect our ability to develop and commercialize our products.

We acquire interests in third parties for the expansion, development or commercialization of our products. To date, we have acquired a 25% interest in
WPensar S.A., or WPensar, a company engaged in the development and licensing of school management systems software, and expect to acquire the
remaining 75% of its outstanding share capital by September 2020. We have also acquired an 48.04% interest in Geekie Desenvolvimento de Softwares
S.A., or Geekie, a company that provides adaptive assessment and learning products, as well as develop and license educational software, with an option to
acquire the remaining 51.76% of its outstanding share capital in May 2022. We do not currently have a controlling interest in these companies and any
disagreements or disputes with these or other companies where we have a minority interest could adversely affect our ability to develop and commercialize
our products and in turn, our financial condition and results of operations. To date, we have not directly implemented the technologies related to these
investments in our educational platform, but we may do so in the future. The failure to continue any investment arrangement or to resolve disagreements
with current or future companies where we have a minority interest could materially and adversely affect our ability to transact the business that is the
subject of such investment arrangement, which would in turn negatively affect our financial condition and results of operations.

We may pursue strategic acquisitions or investments. The failure of an acquisition or investment to produce the anticipated results, or the inability to
integrate an acquired company fully, could harm our business.

We are currently evaluating possible acquisition opportunities, and we may from time to time submit non-binding proposals or acquire or invest in
complementary companies or businesses, as part of our strategy to expand our operations, including through acquisitions or investments that may be
material in size and/or of strategic relevance. The success of an acquisition or investment will depend on our ability to make accurate assumptions
regarding the valuation, operations, growth potential, integration and other factors related to that business. We cannot assure you that our acquisitions or
investments will produce the results that we expect at the time we enter into or complete a given transaction. Furthermore, acquisitions may result in
difficulties integrating the acquired companies, and may result in the diversion of our capital and our management’s attention from other business issues
and opportunities. We may not be able to integrate successfully the operations that we acquire, including their personnel, financial systems, distribution or
operating procedures. If we fail to integrate acquisitions successfully, our business could suffer. In addition, the expense of integrating any acquired
business and their results of operations may harm our operating results. We may also require approval from Brazil’s Administrative Council for Economic
Defense (Conselho Administrativo de Defesa Econémica), or CADE, or other regulatory authorities, in order to conduct certain acquisitions or investments.
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We may require additional funds to continue our expansion strategy. If we are unable to obtain adequate financing to complete any potential
acquisition and implement our expansion plans, our growth strategy may be adversely affected.

If we lose key personnel our business, financial condition and results of operations may be adversely affected.

We are dependent upon the ability and experience of a number of our key personnel who have substantial experience with our operations. Many of our
key personnel have worked for us for a significant amount of time or were recruited by us specifically due to their industry experience. It is possible that
the loss of the services of one or a combination of our senior executives, certain members of our board of directors or key managers, including Ari de Sa
Cavalcante Neto, our chief executive officer and founder, and Oto Brasil de Sa Cavalcante, our chairman, could have a material adverse effect on our
business, financial condition and results of operations. Our business is particularly dependent on our chairman, who is also our controlling shareholder. We
currently do not carry any key man insurance.

The ability to attract, recruit, retain and develop qualified employees is critical to our success and growth.

In order for us to successfully compete and grow and increase the number of partner schools, we must attract, recruit, retain and develop the necessary
personnel who can provide the required expertise across the entire spectrum of our high quality educational content needs, including with respect to sales
and marketing. While a number of our key personnel have substantial experience with our operations, we must also develop succession plans capable of
maintaining continuity in the midst of the inevitable unpredictability of human capital. However, the market for qualified personnel is competitive, and we
may not succeed in recruiting additional personnel or may fail to effectively replace current personnel who depart with qualified or effective successors. We
must continue to hire additional personnel to execute our strategic plans. Our effort to retain and develop personnel may also result in significant additional
expenses, which could adversely affect our profitability. We cannot assure that qualified employees will continue to be employed or that we will be able to
attract and retain qualified personnel in the future. In particular, we may not achieve anticipated revenue growth from expanding our sales and marketing
teams if we are unable to attract, develop and retain qualified sales and marketing personnel in the future.

Failure to retain or attract key personnel could have a material adverse effect on our business, financial condition and results of operations.
Any increase in the attrition rates of students in our partner schools may adversely affect our results of operations.

We believe that the attrition rates at our partner schools are primarily related to the personal motivation and financial situation of their current and
potential students, as well as to socioeconomic conditions in Brazil. Significant changes in projected student attrition rates and/or failure to re-enroll may
affect the enrollment numbers of our partner schools, as well as their ability to recruit and enroll new students, each of which may have a material adverse
effect on our projected revenues and our results of operations.

We may face restrictions and penalties under the Brazilian Consumer Protection Code in the future.

Brazil has a series of strict consumer protection laws, referred to collectively as the Consumer Protection Code (Cédigo de Defesa do Consumidor).
These laws apply to all companies in Brazil that supply products or services to Brazilian consumers. They include protection against misleading and
deceptive advertising, protection against coercive or unfair business practices and protection in the formation and interpretation of contracts, usually in the
form of civil liabilities and administrative penalties for violations. Although we are a business-to-business-to-consumer, or B2B2C, business, some parents
may allege that we are directly liable for any problems in our solution and try to assess us based upon the Consumer Protection Code.

These penalties are often levied by the Brazilian Consumer Protection Agencies (Fundagdo de Protegdo e Defesa do Consumidor, or PROCONS),
which oversee consumer issues on a district-by-district basis. Companies that operate across Brazil may face penalties from multiple PROCONS, as well as
from the National Secretariat for Consumers (Secretaria Nacional do Consumidor, or SENACON). Companies may settle claims made by consumers via
PROCONSs by paying compensation for violations directly to consumers and through a mechanism that allows them to adjust their conduct, called a
conduct adjustment agreement (Termo de Ajustamento de Conduta, or TAC).
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Brazilian public prosecutors may also commence investigations of alleged violations of consumer rights and require companies to enter into TACs.
Companies that violate TACs face potential enforcement proceedings and other potential penalties such as fines, as set forth in the relevant TAC. Brazilian
public prosecutors may also file public civil actions against companies who violate consumer rights or competition rules, seeking strict adherence to the
consumer protection laws and compensation for any damages to consumers. In certain cases, we may also face investigations and/or sanctions by the
CADE, in the event our business practices are found to affect the competitiveness of the markets in which we operate or the consumers in such markets.

Our success depends on our ability to monitor and adapt to technological changes in the education sector and maintain a technological
infrastructure that works adequately and without interruption.

Information technology is an essential factor of our growth given that we deliver content through an integrated online educational platform. Our
information technology systems and tools may become obsolete or insufficient, or we may have difficulties in following and adapting to technological
changes in the education sector. Moreover, our competitors may introduce better products or platforms. Our success depends on our ability to efficiently
improve our platform while developing and introducing new features that are accepted by schools (including our partner schools) and their students.

Additionally, a failure to upgrade our technology, features, content, security infrastructure, network infrastructure, or other infrastructure associated
with our platform could harm our business. Adverse consequences could include unanticipated disruptions, slower response times, bugs, degradation in
levels of customer support, impaired quality of users’ experiences of our educational platform and delays in reporting accurate financial information.

In addition, we face risks associated with unauthorized access to our systems, including by hackers and due to failures of our electronic security
measures. These unauthorized entries into our systems can result in the theft of proprietary or sensitive information or cause interruptions in the operation
of our systems. As a result, we may be forced to incur considerable expenses to protect our systems from electronic security breaches and to mitigate our
exposure to technological problems and interruptions.

Our business depends on our information technology infrastructure functioning properly and without interruptions. Several problems regarding our
information technology structure, such as viruses, hackers, system interruptions and other technical difficulties may have a material adverse effect on us
and our business.

We recently engaged a third-party consultant to conduct a risk and vulnerability assessment of our cybersecurity infrastructure. The third-party report
made the following key recommendations: (1) establish asset controls and create application lists to monitor and mitigate malware infection risk;
(2) establish data-loss prevention measures for our hardware and servers; (3) develop a model to access and manage data through automation and controls
of user profile information; (4) build an audit and event-log infrastructure throughout our software platforms to help us monitor potential cybersecurity
breaches; (5) introduce scheduled routine infrastructure intrusion tests to verify the adequacy of our systems; (6) create background procedures to protect
secure access to our video applications; and (7) establish a cybersecurity training and awareness program for our employees. We are currently
implementing the recommendations and intend to conclude their implementation by the second half of 2020.

Our revenue derives from the contract fees per student that we generate from the sales of our educational content to our partner schools. Any
disruption in our relationship with our partner schools may materially adversely affect us.

Our network of partner schools to which we make available our educational platform and to which we supply the related educational materials
comprises 5,414 partner schools as of March 31, 2020. Our net revenue was R$572.8 million and R$381.0 million for the years ended December 31, 2019
and 2018. We typically enter into contracts with our partner schools for three-year terms, which contemplate penalties ranging between 20% and 100% of
the remaining total value of the contract in the event of termination. In addition, we also rely in part on existing partner school referrals to attract new
partner schools. Accordingly, maintaining a good relationship with our partner schools and developing new relationships and expanding our network of
partner schools are essential to the success of our business. We may also not be able to renew our contracts with our partner schools, including as a result of
new leadership in our partner schools deciding to discontinue the use or expansion of our educational platform in their curriculum. Any deterioration in our
relationship with our partner schools, and any early termination of, or a failure to renew, our contracts with our partner schools may harm our image, impair
our ability to pursue our growth strategy, and materially adversely affect our business, our operating and financial results and our cash flows.
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To support our growth and to help us retain our clients, we have a dedicated sales support team that provides pedagogical assistance to partner schools
and helps them train students and teachers to fully engage with the features of our platform, in order to maximize their results from using our solutions. Our
pedagogical support team also make visits and perform field work for these purposes, building rapport and strengthening our ties with our partner schools.
If we fail to provide efficient and effective customer support, or to maintain our customer support standards as our business grows, our ability to maintain
and grow our operations may be harmed and we may need to hire additional support personnel, which could harm our results of operations.

Increases in the price of certain inputs used to produce our printed educational materials and increases in the fees of our third-party printer
providers may materially affect us.

Increases in the price of the inputs used for editing and publishing the materials related to our educational platform, particularly the price of paper, the
cost of printing services and publishing, as well as increases in the fees of our third-party printer providers, which produce our printed educational
materials, could adversely affect our results, if we are not able to fully pass these cost increases onto our partner schools.

Paper and postage prices are difficult to predict and control. Paper is a commodity and its price may be impacted by fluctuations in foreign exchange
rates and commodities prices, and can be subject to significant volatility. Our third-party printer providers have adjusted their fees to account for changes in
prevailing market prices of their inputs, especially paper. Though we have historically been able to realize favorable pricing through volume discounts,
particularly as a result of our significant recent growth, no assurance can be provided that we will be able to continue to realize favorable printing and
publishing pricing. We cannot predict with certainty the magnitude of future price changes for paper, postage, and printing and publishing in general.
Further, we may not be able to pass such increases on to our partner schools.

We may not be able to pass on increases in our costs by adjusting the contract fees we charge our partner schools.

Our primary source of income is the payments we receive from our partner schools in connection with the contract fees per student that we charge
them to use our educational platform. For the year ended December 31, 2019, operation, sales and corporate personnel expenses represented 30.1% and
third-party services expenses represented 8.5% of our total costs and expenses for the period. Personnel costs are adjusted periodically using indices that
reflect changes in inflation levels. Personnel costs are also adjusted annually as a result of customary annual employee salary adjustments in line with
inflation. If we are not able to transfer any increases in our costs to partner schools by increasing the contract fees per student that we charge them, our
operating results may be adversely affected.

Any change or review of the tax treatment of our activities, or the loss or reduction in tax benefits on the sale of books (including digital content)
may materially adversely affect us.

We benefit from tax Law No. 10,865/04, as amended by Law No. 11,033/04, which establishes a zero rate for the social integration program tax
(Programa de Integragdo Social, or PIS) and the social contribution on revenues tax (Contribuigdo para o Financiamento da Seguridade Social, or
COFINS) on the sale of books. The sale of books is also exempt by the Brazilian constitution from Brazilian municipal taxes, Brazilian services tax
(Imposto Sobre Servigos, or ISS) and from the Brazilian tax on the circulation of goods, interstate and intercity transportation and communication services
(Imposto sobre Operagdes relativas a Circulagdo de Mercadorias e sobre Prestagées de Servigos de Transporte Interestadual e Intermunicipal e de
Comunicagdo, or ICMS). If the Brazilian government or any Brazilian municipality or tax authority decides to change or review the tax treatment of our
activities, or cancel or reduce the tax benefit applied on the sale of goods (including digital books and e-readers) and/or challenge it, and we are unable to
pass any cost increase onto our partner schools, our results may be materially adversely affected.
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If we are unable to maintain consistent educational quality throughout our partner schools network, including the education materials we provide to
our partner schools, we may be adversely affected.

The quality of our academic curricula is a key element of the quality of the educational platform we provide. We cannot assure you that we will be able
to develop academic curricula for our educational platform with the same levels of excellence as existing curricula and meeting the requirements of the
Base Nacional Comum Curricular, or the BNCC (established by Law No. 9,394 dated December 20, 1996), to which we are currently subject, or meeting
the requirements of our partner schools. Deficiencies in the quality of academic curricula for our educational platform and the requirements of the BNCC
may have a material adverse effect on our business.

In addition, our partner schools and their students are regularly evaluated and graded by the MEC. If our partner schools’ campuses, programs or
students receive lower scores from the MEC than in previous years in any of their evaluations, including the IDEB and the ENEM, or if there is a decline in
our partner schools students’ acceptance rates at prestigious post-secondary schools, we may be adversely affected by perceptions of decreased educational
quality of our educational platform, which may negatively affect our reputation and, consequently, our results of operations and financial condition.

We may become subject to various laws and regulations applicable to educational platform providers, and failure to meet such future laws and
regulations could harm our business.

Currently, we are subject to the requirements of the BNCC, and we are not regulated by the MEC nor are we subject to any government regulations
that are imposed by the CNE, or by the Primary and Secondary Education Board (Cdmara de Educagdo Bdsica), or CEB. Should we become subject to the
supervision and regulation of the MEC or any other authority or any government laws and regulations imposed by the CNE or the CEB or any other
authority, we may be required to meet certain legal and regulatory requirements that may be imposed on our operations, including, but not limited to, MEC
accreditation or re-accreditation requirements for our educational platform, which may adversely affect us. We may be adversely affected by changes in the
laws and regulations applicable to educational platform providers, particularly by changes that impose accreditation and re-accreditation requirements on
educational platforms and impose certain academic requirements for educational platform courses and curricula. In addition, we may be materially
adversely affected if we are unable to obtain these authorizations and accreditations in a timely manner or if we cannot introduce new features to our
educational platform as quickly as our competitors.

The quality of the pedagogical content we deliver to our clients is significantly dependent upon the quality of our editors, publishers and purchased
content.

The educational materials we provide are a combination of content developed by our internal production team and content purchased from certain
publishers in our market. Our editorial team is responsible for producing our materials, working in conjunction with our EdTech team to implement
additional features and technology delivery. Our content production process requires significant coordination among different teams as well as qualified
personnel with appropriate skill sets to ensure the quality of our pedagogical content is maintained. We may not be able to retain, recruit or train qualified
employees or obtain pedagogical content that meets our standards. Delays in the delivery of content purchased from authors may have a severe impact on
our annual content creation schedule. Additionally, a shortage of qualified editors, employees, publishers or suitable purchased content or a decrease in the
quality of produced or purchased content, whether actual or perceived, or a significant increase in the cost to engage or retain qualified personnel or acquire
content, would have a material adverse effect on our business, financial condition and results of operations.

We utilize third-party logistics service providers for the shipping of all of our collections of printed teaching materials. The successful delivery of our
materials to our clients depends upon effective execution by our logistics team and such service providers. Any material failure to execute properly
for any reason, including damage or disruption to any service providers’ facilities, would have an adverse effect on our business, financial condition
and results of operations.

The delivery of printed books to schools is a seasonal activity, with a cycle beginning with the creation and revision of content generally from April to
July, the purchase of printing services from August to October, and delivery from November to January. We have expanded our operations rapidly since our
inception. As our size increases, so does the size and complexity of our logistics operation.

There is a high volume of deliveries in November and December, requiring significant involvement in inventory/demand management and relationship
and planning alongside the printers. In an industry where one of the most valued indicators by the schools is the timely delivery of printed materials, failure
to meet deadlines, inadequate logistical planning, disruptions in distribution centers, deficient inventory management, and failure to meet client
requirements may damage our reputation, increase returns of our materials or cause inventory losses and negatively impact our gross margins, results of
operations and business.

20




Substantially all of the inventory for our printed teaching materials is located in warehouse facilities leased and operated by us and then delivered by a
third-party shipping company that handles shipping of all physical learning materials. If our logistics service providers fail to meet their obligations to
deliver teaching materials to partner schools in a timely manner, or if a material number of such deliveries are incomplete or contain assembly errors, our
business and results of operations could be adversely affected. Furthermore, a natural disaster, fire, power interruption, work stoppage or other
unanticipated catastrophic event, especially during the period from August through October when we are awaiting receipt of most of the curriculum
materials for the school year and have not yet shipped such materials to partner schools, could significantly disrupt our ability to deliver our products and
operate our business. If any of our material inventory items, warehouse facilities or distribution centers were to experience any significant damage, we
would be unable to meet our contractual obligations and our business would suffer.

Failure to protect or enforce our intellectual property and other proprietary rights could adversely affect our business and financial condition and
results of operations.

We rely and expect to continue to rely on a combination of trademark, copyright, patent and trade secret protection laws, as well as confidentiality and
license agreements with our employees, consultants and third parties with whom we have relationships to protect our intellectual property and proprietary
rights. As of December 31, 2019, we did not have issued patents or patent applications pending in or outside Brazil. We are party to approximately 1,984
agreements with third-party authors with respect to educational content, for indefinite terms. We own 148 trademark registrations in Brazil, 2 in Argentina,
2 in Bolivia, 1 in Chile, 2 in Ecuador, 2 in Paraguay, 1 in Peru and 1 in Uruguay. As of December 31, 2019, we owned 112 registered domain names in
Brazil. We also have a number of pending trademark applications in Brazil, the U.S. and Venezuela (111 in Brazil, 3 in the U.S. and 2 in Venezuela, as of
December 31, 2019) and unregistered trademarks that we use to promote our brand. From time to time, we expect to file additional patent, copyright and
trademark applications in Brazil and abroad. Nevertheless, these applications may not be approved or otherwise provide the full protection we seek. Any
dismissal of our “Arco Educacdo” trademark application may impact our business. Third parties may challenge any patents, copyrights, trademarks and
other intellectual property and proprietary rights owned or held by us. Third parties may knowingly or unknowingly infringe, misappropriate or otherwise
violate our patents, copyrights, trademarks and other proprietary rights and we may not be able to prevent infringement, misappropriation or other violation
without substantial expense to us.

Furthermore, we cannot guarantee that:
our intellectual property and proprietary rights will provide competitive advantages to us;
our competitors or others will not design around our intellectual property or proprietary rights;

our ability to assert our intellectual property or proprietary rights against potential competitors or to settle current or future disputes will not be
limited by our agreements with third parties;

our intellectual property and proprietary rights will be enforced in jurisdictions where competition may be intense or where legal protection may
be weak;

any of the patents, trademarks, copyrights, trade secrets or other intellectual property or proprietary rights that we presently employ in our business
will not lapse or be invalidated, circumvented, challenged or abandoned; or

we will not lose the ability to assert our intellectual property or proprietary rights against or to license our intellectual property or proprietary
rights to others and collect royalties or other payments.

If we pursue litigation to assert our intellectual property or proprietary rights, an adverse decision in any of these legal actions could limit our ability to
assert our intellectual property or proprietary rights, limit the value of our intellectual property or proprietary rights or otherwise negatively impact our
business, financial condition and results of operations. If the protection of our intellectual property and proprietary rights is inadequate to prevent use or
misappropriation by third parties, the value of our brand and other intangible assets may be diminished, competitors may be