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MISSION

Building valuable relationships, seeking the prosperity of
customers, the development of people and admirable profits with
a balance between the environment and society.

VISION

To be the best and be among the three largest companies in Brazil
in the segments of Paper for Packaging and Corrugated Card for
Packaging and among the best companies to work for.

PRINCIPLES AND VALUES

Innovation and a Pioneering Spirit
We cultivate innovation and a pioneering spirit in business,
processes, products and services.

Social and Environmental Responsibility
We are promoting agents and multipliers of economic, social,
environmental, community and personal development.

Integrity, Ethics, Courage, Transparency and Cordiality
We are upright, ethical, courageous, friendly and transparent in all
our attitudes and relationships.

Valuing People
We believe that people in permanent development, happy and
working together makes all the difference.

Focus on the Results

Our way of achieving excellence is by seeking determined and
sustained superior results through objectivity, simplicity, austerity
and interaction on the customer focus.
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Message from

the

Behind all these numbers, we see much

more than isolated indicators, protocol or
accountability. We see the potential to
increasingly influence positively the direct and
indirect public that we related with.

evelop deliberately is one of the principles that has mobilized us
D more. The Annual Sustainability Report, which we are publishing
for the tenth consecutive year, is nothing more than the provocation
and the monitoring of these developments, leveraged by the consis-
tency of the strategy, setting of priorities, indicators and targets. This
annual ritual has helped us a lot as a team - in the clearest and broad-
est sense of the term, which, for us, is synonymous with the team,

synergy and sense of commitment.

resident

In 2013, we continue to evolve in several in-
dicators, the environmental, economic and so-
cial dimensions, adding value to society with
an increasingly smaller environmental impact.
Our annual added value was RS 355.6 million,
distributed as follows: 32% for individuals,
21% for shareholders, 18% for taxes and 29%
for financial institutions. In the environmental
dimension, the highlight goes to the continu-
ous improvement of various indicators con-
tained in the report and the Life Cycle Analysis
of our products - a study we conducted to un-
derstand better the impacts that generate and
identify new savings opportunities. Behind all
these numbers, we see much more than iso-
lated indicators, protocol or accountability.
We see the potential to increasingly influence
positively the direct and indirect public that we
related with.

This year we added to our business the In-
dustria de Papel e Papeldo Sdo Roberto S.A,,
which increased our share in the corrugated
packaging market to 6.63% (ABPO data cov-
ering IRANI and Sao Raberto, in 2013, mea-
sured based in the area of finished products
shipped in m2) and brought a new growth
platform for IRANI in the coming years. The
integration process of teams and cultures
was quite relevant and successful, highlight-
ing the commitment and motivation of peo-
ple in this transition. Processes and systems
are in advanced stages of standardization
with practices already adopted by us, seek-
ing to exploit synergies and achieve the de-
sired results. The merger with Sao Roberto
adversely impacted our financial leverage and
our average EBITDA margin, but brought us a
great potential for growth and profitability. It
also provided experience for our team in this
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consolidation process, a strong trend in the sector and a source of
opportunities for the coming years.

As in the previous year, in 2013, we were challenged once again
by the cost scenario and low GDP growth in Brazil. Prices of scrap
wooden chips soared, wages continued to grow, the interest rates
rose again and inflation impacted the price of many inputs. To
compensate, we sought productivity gains and cost savings, espe-
cially for investments in process automation in our packaging fac-
tories, improvements in scrubbing cellulose in the preparation of
chips in paper machine 5 and the modernization and expansion of
paper machine 1, besides continuous process improvements. The
devaluation of the Real during the year rescued a little global com-
petitiveness of the local industry, a sector where the main custom-
ers of our packaging are, enabling the supply chain to face these
cost challenges better.

We detailed and matured Irani 2020 Project, a new set of invest-
ments in competitiveness, innovation and growth. We are ready for
another desruptivo expansion cycle, during the search for the appro-
priate funding, and waiting for the best time to make the decision. We
also celebrate the FSC certification our forests in Rio Grande do Sul,
reaching 100% certification of our forest base.

2014 will be very important for Brazil. The developed world again
increased its growth levels and can help increase this trajectory, but
the key is for Brazil to do its homework. Policies and tax reforms,
investments in infrastructure and efficiency in public administration
are essential for the country to grow in a sustainable way. We have
presidential elections this year and in the early mandates and com-
mitted leaders, these changes become possible due to the support of
society to the new leadership through the ballot box. We can not miss
the chance, make the most of our vote and direct the important deci-
sions for our country. The positive point is that the populations seems
more aware of their responsibility and outraged by the corruption and
inefficiency of the state.

In this environment, the IRANI challenge for the coming years un-
dergoes a gain that is even more relevant in the markets in which it
operates, through the increased production of corrugated cardboard,
and a geographic expansion of activities. Our priorities in relation to
sustainability are:

> Cost competitiveness, excellence and innovation and our entire in-

vestment plan is focused on that;

> Integral development of individuals and leaders, already in 2014 we

have started an aggressive project in this direction;

> Market presence and positive economic impact on communities

and supply chains in which we operate, spreading prosperity;

> Creativity and determination to move forward with the reduction

of environmental impacts, especially focusing on the recycling of
products and byproducts.

The Company's growth is the catalyst for
achieving these objectives and should always
bring along the prosperity of all stakehold-
ers.We believe in the important role of com-
panies for the development of people and
society. Us at IRANI, we want to contribute
more and more - in a transparent, organized
and simple way to plan and execute.

We already have our inspiration, translated
very clearly by the IRANI 2020 project. We
also have a prepared and motivated team,
which is now reinforced by the team that
came from S3o Roberto.

A better business environment in Brazil in
the coming years will further enhance the
generation and distribution of wealth in the
country, honoring efficiency, meritocracy and
the commitment to sustainability, with posi-
tive impacts for everyone.

We believe in Brazil, democracy, and the
private sector.

As eternal optimists, we see opportunities
in difficulties and the not so difficult oppor-
tunities. Brazil is a young, resourceful coun-
try with almost everything to do. And, more
important than having great intentions, is to
roll up your sleeves and actually implement
actions. This is what we believe. That's what

we're doing.

Cood reading and a good 2014/

PERICLES PEREIRA DRUCK
Managing Director of IRANI
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About this Report

his report is aligned to the new guidelines of the Global Reporting
Tlnitiative (GRI), launched in 2013, the G4, adopts the guidelines for
a comprehensive account. The financial statements are consolidated
in accordance with International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Board (IASB) and in
accordance with accounting practices adopted in Brazil.

In the scope of this publication are the business units belonging to Ce-
lulose Irani SA in the states of Santa Catarina, Sao Paulo and Rio Grande
do Sul and its subsidiaries, Irani Trading S.A., Habitasul Florestal S.A,
HGE - Ceracdo de Energia Sustentavel Ltda., Iraflor Comércio de Madei-
ras Ltda., & Industria de Papel e Papeldo Sao Roberto S.A.

Engagement

IRANI seeks to establish strong partnerships, establishing consis-
tent communication channels and build relationships of mutual trust
with stakeholders guided by values such as ethics, integrity, transpar-
ency, friendliness, simplicity and valuing people.

The IRANI Sustainability Report is always published in the first half
of each year, and it covers information regarding events that occurred
in 2013, as well as commitments for the coming years. The data col-
lection process occurred throughout 2013 and early 2014. The content
was analyzed and approved by the Executive Board and approval by
independent external verification of BSD Consulting, responsible for
drafting the assurance statement contained at the end of this report.

To define the content of this Report, the materiality matrix that was
developed in 2012 was used, which was defined from consultations with
stakeholders by conducting six dialog panels, with the support of ex-
ternal consultants. The definition of the stakeholders occurred through
internal analysis of the groups about what impacts the Company more
and those that are most impacted by the Company. The representatives
of these groups were indicated by the IRANI leadership.



Map of stakeholders

In total, three panels were held with the surrounding communi-
ties, in Campina da Alegria (5C), Balneario Pinhal (RS) and Indaia-
tuba (SP); one with employees in Campina da Alegria (S5C); one with
suppliers and one with customers, both in Indaiatuba (SP). More
than 200 people took part in these panels.

During the dialogs, conducted by an independent company, the
leveling of knowledge on topics related to sustainability were
sought, and as a result, this focused on obtaining and the priori-
tisation of issues relevant in view of the participating public. The
outcome of these results formed the vertical axis of the materiality
matrix. The horizontal axis was drawn from the contributions made
by participants of the group of employees and senior officers of the
Company, which was responsible for validating the material topics.

In 2013, an internal review found the description of the origin of
the main impacts caused by material aspects and the main public
directly related to them, which are shown in the following table:

* Incentives in Campina da Alegria..

* Hiring local labor.

+ Contracting local suppliers.

+ Knowledge of the structure and organization
of suppliers.

» Number of internal vs. external recruitment.

Market
presence

* Investments in sacial - environmental projects.
* Encouraging local businesses.
+ Improving the physical appearance of the Vila

Relationships
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Government
and society

y

Communities

) LY

Employees

Residents of

the surrounding

communities and
local suppliers of
products

and services

Operations
of the Company

Indirect
economic
impacts

Training and

education

Unfair
competition

Campina da Alegria.

* Partnerships with technical colleges and
universities regarding technological
innovation.

« Greater geographic coverage for the actions.

» Empowerment and development.

» Career plan.
* Education for Sustainability.

+ Good practices for competition.

» Cost reduction seeking innovative packaging.

« Carbon credits.
* Odor

* Tons of compost.

Effluents * Protection of springs.
and Waste « Effluents.
+ Recycling.

About this Report
The Environment
and Relationships

Relationships

Relationships

The Company and
the Environment

Environment

Environment

Influence of IRANI Residents

on surrounding of surrounding
communities communities
Training programs

and benefits ET2l s
Buying and selling Customers

commercial
operations

Product Research
and Development

Operations of the
industrial units

Operations of the
industrial units

and Suppliers

Customers

Surrounding
Communities

Environment and
the Surrounding
Community

After validation of the materiality matrix, the leaders had access to the list of issues prioritized by stakeholders to be
used as inputs for decision making and to form relationships with the public that was consulted.
In the coming years, IRANI intends to enhance the stakeholder engagement process.
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Evolution of commitments

In the Sustainability Report 2012 several commitments were made for 2013. It is worth noting the status of each
of these.

10

Resume the search for new partners with the provision

Biodiversity of planting 700 ha in SC. 168 ha were planted 23
. . Lo . . Seven new properties
> Delivery of nine new properties in Campina da Alegria. were delivered 63
Local communities
Do the registry of all residents in Campina da Alegria with
e : . 63
the goal of raising the demographic profile.
3
Reduce toIZO.S m3 the amount of effluent produced per Reduced t019.24 m? 79
gross ton in the Paper Mill - SC.
Effluents and
Waste K h fer of he landfill bel
eep the transfer of waste to the landfill at rates below o
11% in the Paper Mill SC. Rate of 9.49% reached 80 and 81
Ener Keep the specific energy consumption at 0,80 MWh/net Consumption calculated 94
gy ton produced in the Paper Mill SC. at 0.78 MW/h
Reduce to 25m? the amount of water per gross ton g
E produced in the Paper Mill SC. Rl el 9 25327 2
Water
Maintain the percentage of water reused in, at least, 70%  75% of water reused in 98
in the Paper Mill SC. the Paper Mill SC
Reduce 34mil tons of CO2e for the Effluent Treatment 25,893 tons of CO,e 86
Plant project at the Paper Mill SC. were reduced
Air
Obtain, at least, 75% approvals on vehicle inspections in 93% approvals were 85
the Clean Up Environmental Program. obtained
In the IRANI Supplier Project, retain 60% of suppliers with !;ASI\;L/SUDDHH HIUISES
long-term signed contracts, and on in the Urban Forest 20
Market presence - ; ) ; . 70
Project, retain 80% of the wooden chip suppliers with .
stable purchase contracts Ui elfEst A G
' 70.75%
Training and Achieve 94% of attendance in the ratings for the reaction 48
education of the training conducted by internal staff.
> 75% annual retention of contracted personnel. Alcancado 60,11% 46
Employment ) .
Maintain the labor turnover at the Paper Mill SC at 9.5% Faipei WIS Bleiett
and achieve a percentage lower than 21% in other units >
' Other Units: 16.76
e eiand Reduce to 18 the total number of lost time accidents. 2% oS S Sl 51
safety at work were recorded.
Economic Maintain the operating leverage (net debt/EBITDA) Operational leverage
) ; 102 and 106
performance less than or equal to 3 times. recorded at 3.61 times
Key: } Target not reached } Target reached
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The Company

n the market for 73 years, Celulose Iraniis
| a Company with a renewable forest-base.
It produces packaging paper, corrugated
cardboard boxes and sheets that are bio-
degradable and 100% recyclable, and res-
ins. The production is integrated from the
forest to the final products, with absolute
respect for people and the environment.

The Company has industrial units in Var-
gem Bonita (SC), Balneario Pinhal (RS), In-
daiatuba (SP) and Santa Luzia (MG). The
offices are located in Joacaba (SC) and Sao
Paulo (SP), with the headquarters in Porto
Alegre (RS).

The Company had been traded on stock ex-
changes since 1977. The companies controlled
by IRANI are: Irani Trading SA, Habitasul

Forestry SA., HGE - Geracao de Energia

Sustentavel Ltda and Irani Geragao

de Energia Sustentavel Ltda., based
in Porto Alegre (RS) and Iraflor Co-
meércio de Madeiras Ltda, with its
headguarters in Vargem Bonita
(SO). In 2013 the Industria de
Papel e Papelao Sao Roberto

S.A. and Irani Geracao de

Energia Sustentavel Ltda

became part of the IRANI
businesses as subsidiaries.
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STRATEGY AND MANAGEMENT

Throughout its history, IRANI has been committed to sustainability.
One of the concepts that reinforces the practices aligned to this com-
mitment and that permeate its culture and the philosophy of Valid
Companies, i.e. organizations focused on creating and delivering goods
and services with a focus on the customer, that fully and continuously
meet human needs, be an agent that promotes the progress of the so-
ciety where it operates, it is commuted to the prosperity of all, develops
meaningful and lasting relationships with its stakeholders, and has the
ambition to be the best and build the best for the whole.

The IRANI Management System expresses how the company is
organized and how it does business, as it carries out activities such
as how to reach its goals and how retains its processes integrated .
The IRANI Corporate Palicies aim to align the culture and conduct as
well as to improve its management practices. To find out more, go to
http://www.irani.com.br/pt/info/politicas-corporativas

Aiming to improve and strive for excellence through the best practic-
es and results, ensuring commitment to sustainability, IRANI adopted
as a reference, in 2010, the Management Excellence Model® (MEG).
Since then, management has been assessed internally through a spe-
cific tool available in the portal RS Program of Quality and Productivity
(PGQP), in the category where the maximum score is 500. The evolu-
tion of the score given to the Company is as follows:
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In 2013, IRANI was recognized with the Bronze PGQP Trophy .

Another important component of The IRANI Management System
is the Lean philosophy. The key to the constant evolution is the di-
rect involvement and continuous training of employees, seeking to
build even more efficient processes. In order to ensure stable, agile
and flexible processes, high quality, perfect delivery and low produc-
tion costs, having as a direct customer focus, adopts the Lean Six
Sigma concept.
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The cultural refinement supported this philosophy promotes the
practice of continuous improvement through training of employees
who participate in kaizen events and systematically use the PDCA to
solve problems, whether they are routine or are directly linked to the
Company’s strategy. Another support for the construction of opera-
tional excellence is the formation of Greenand Black Belts who, mak-
ing use of the Six Sigma concepts, conduct specific improvement proj-
ects, with a direct impact on strategy.

In 2013, the Superintendency of Strategy and Management was cre-
ated with the objective of organizing and integrating all management
efforts in prioritizing resources for the effective achievement of goals,
and to promote the alignment of strategy and management and the

BRAND
STRATEGY

Creates a long-term value
for the business and defines
the corporate culture.

Stakeholders: employers, partners,
customers, communities, government

pursuit of shared vision for the support of the
results. This Superintendency integrates the
areas of Strategy and Market Intelligence,
Innovation and Research and Development,
Continuous Improvement, Project Manage-
ment Office, Controlling, Risk Management
and Internal Controls, Communication and
Management for Excellence.

For 2014, the main challenges of this Su-
perintendency are: carry out the new stra-
tegic planning cycle, adding the brand strat-
egy (branding) component and implement a
methodology for the deployment of targets
at all levels of the company, integrated with
the Supera (Outperform) Program.

The intangible assets are mapped from an
internal methodology that provides analysis
of the practices that can protect them and
develop them. One of the main intangible
assets is the brand. A strong brand protects
the business adds value to the supply and in-
creases the financial value of the Company. In
2013, a branding project was begun, in order
to make a diagnosis of the current position-
ing, create a value proposition to differentiate
the brand in the market, and build a business
culture driven brand, covering all companies in
the Group. The consolidation of this tripod will
create a long-term value for the business and
strengthen the organizational culture.

COMMUNICATION

BUSINESS
STRATEGY

Sets the range of products
and services to deliver the
Brand Value Proposition.

Stakeholders:
Executive Team

THE METHODOLOGY OF ANA COUTO BRANDING

STRATEGY

Communicates the
competitive advantage,
clearly and consistently
across all contact points.

Stakeholders:
Customers and Consumers
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In 2014, the Company willinitiate a new cycle of strategic planning with tﬂe o'|’-f,zon increased g ,
from five to 10 years, and will include the brand as anew componeﬁt in the strat-egy. The cycle

has five stages which involve the definition of guidelineé and strategic drivers that guide the

internal and external diagnostics for the consolidation of SWOT. In parallel to these activi-

ties, the Values, Mission and Vision of the Company are reviewed. From the SWOT intention,

a strategic map is unfolded. This occurs every three years with an annual review, and the final

position of the Board of Directors approval.

Strategic Planning / Cycle 2012-2016

~
Financial Perspective > Increase thevalue <
I of the company ] ]
Grow withvalueand | ' Obtain admirable
sustainability < > profits
N\

Create meaningful
and long-lasting
relationships

Customer
Perspective Be a recognized and

preferred brand

Contribute to the
L prosperity of the client

Offer products and
services with the focus
on the customer

/\

Process

Sustainability
Perspective

Adopt appropriate
environmental and
innovative practices

Use resources
sustainably

Personnel =
- Contribute to the
Perspective
3 development of the
(Learning and o
communities around
Knowledge)

the Company

Promote a
culture of
innovation

Expand the geographic
presence and increase
the market share

DI

Innovation Production
Research and
develop based on the
customer focus

Increase
production

Promote continuous
improvement in cost,
safety and quality

Innovate products,
services, processes
and management

Strengthen the
results-oriented
culture

Practicing
participatory
management

Suppliers

To establish stable
partnerships with
mutual benefits

Have safety in the
supply of fibers
and energy

Use the talents

In 2013, the implementation and monitoring of the strategy were continued with the ad-
vancement in the studies and the details of the investments that make up the IRANI 2020
Project, covering competitiveness and innovation across the entire supply chain and a new
cycle of growth in the Company.

13
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INNOVATION MANAGEMENT

In IRANI, sustainability is a precondition for innovation. Incorporated
into the IRANI management system, innovation is an important com-
ponent of the strategy, with the goals of promoting an innovative cul-
ture in the company, promote research and development with a client
focus, innovating products, processes and management.

One of the great challenges of the Company is to embed the innova-
tion Culture. IRANI has carried out, since 2011, an annual innovation
diagnosis that uses the of Euvaldo Lodi Institute (IEL) methodology
to assess the maturity level of the perspectives of practice and per-
formance in Brazilian and international companies. In 2013, the third
edition showed a clear evolution in both perspectives, pointing to the
positive management and organization of innovation culture points,
whose practices exceed global leaders, as well as innovation-friendly
work environment. Job opportunities relate to the needs of accelerat-
ing the process of product development, homogenize leadership sup-
port and work in the understanding of innovation as a tool capable of
generating lasting and admirable results in the Company.

To support the strategy and achieve these goals, the INOVA pro-
gram was developed, which consists of culture of innovation modules,
idea management, open innovation, intellectual property, competi-
tive intelligence, resources for innovation and portfolio management
of innovative projects. The program is aligned with the best practices
of innovation management and with the participation of employees,
universities, science and technology, customers and suppliers.

The culture of innovation was crafted in
formats such as the massification, training
of facilitators, behavioral courses, creativ-
ity labs, technology meetings, Workshop on
Research & Development, internal market-
ing campaigns and awards, mobilizing 739
employees and completing 3696 hours of
innovation training. The creativity laborato-
ries were directed to 21 specific topics that
resulted in the generation of 267 ideas sug-
gested by employees.

The practice of conducting technological
weeks was reformulated, giving way to the
realization of Technology Meetings . Seg-
mented by business units, the event had
the participation of 263 people. One of the
events held a round-table with suppliers
from the Packaging business in which plans
were drawn up and actions for the future
conversion of corrugated cardboard. The Sec-
ond R & D Workshop brought together em-
ployees, customers and universities with the
aim of promoting interaction, sharing goals
and future plans.

Evolution of the number of hours of training
in innovation (per employee)

2:31
2:01

20Mm 2012 2013

The Value of Ideas program is ongoing and
open to all employees for the generation and
management of innovative ideas aligned with
the strategic objectives of the Company. It is
understood as an innovative idea that produc-
es economic, social, environmental and be-
havioral outcomes. The idea passed through
a stream of reviews at various times that in-
volved technical committees, platforms and a
strategic committee, composed of employees
who support the innovation process.
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The technical committees act specifically with the evaluation of ideas
regarding topics like the technical applicability and necessity of apply-
ing the evaluated idea. From the identification of the demands for new
technologies, technology platforms are formed, which are the guiding
filter for innovation based on the corporate strategic planning and are
responsible for directing the technological developments of the Com-
pany. Also under the responsibility of these platforms is the strategic
evaluation of ideas and technology projects, investment analysis, im-
pact and return on projects with autonomy in the defining of the man-
agers, deadlines and prioritizing projects. They have a strong alignment
with the areas and lines of research, analysis of internal and external
demand and monitoring of technological developments of competitors.
The strategic committee is responsible for approving investments and
the strategic orientation of innovation.

The work in the Research & Development areas of the IRANI busi-
ness focus on the lines of technological research, especially the line
of smart and innovative packaging, which have been recognized by
the Embanews Packaging Award, such as the Tamper Proof Box, A
Returnable Corrugated Cardboard Packaging Box, My Fellow Ice, Cor-
rugated Box for Appliances Packaging and Cooler Box.

The Value of Ideas program began in 2012, when 1,350 ideas were
recorded. Em 2013, com a continuidade do Programa, foram inscritas
1.069 ideias, chegando a um total de 2.419. Of these, 1,813 were as-
sessed and considered valid and 69 ideas have already been put into
use. The recognition of the program is through international travel
and participation in the financial results generated by the innovation.

Evolution of the number of
ideas per employee

0,81
0,64
0,04
[ =]
20Mm 2012 2013

The challenge undertaken in 2013 in relation to the specific and ob-
jective for open innovation and partnerships were achieved for the
joint development of projects focused on the research in strategic de-
velopment topics were established with the Universidade Federal de
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2014 GOAL:
REGISTER ON
AVERAGE 1IDEA
PER EMPLOYEE AND
DEPLOY 3% OF THE
TOTAL VALID IDEAS.

)’
il
\T‘

Santa Catarina (UFSC), Universidade Federal
de Vicosa (UFV), Universidade Tecnoldgica
Federal do Parana (UTFPR), Universidade
Federal de Santa Maria (UFSM), Universi-
dade Federal do Rio Grande do Sul (UFRGS)
e a Empresa Brasileira de Pesquisa Agro-
pecuaria (Embrapa).

From 2014, IRANI will have a corporate re-
search laboratory located in Vargem Bonita
(SC) which will be focused on developing so-
lutions for surface applications of paper and
packaging. There will also be a structure ded-
icated to research in the UFSC.

In 2013, the project helped some clients
build their innovation strategies through
sharing their experiences. Two patent appli-
cations were made in 2013. Since 2009, IRA-
NI has eight registered patent applications.

In IRANI, the competitive intelligence for
innovation is crafted through The Planeta
Inovador, a computer program that provides
knowledge of new technologies for employ-
ees, innovation management and cases of
success.

The Lei do Bem (Good Law) creates tax in-
centives for companies that perform techno-
logical innovation research and development.
Five years ago, IRANI has been structured to
use the benefits of this law and registered
during this period, an increase of 608% re-
turn on the declared value.

Innovation management is supported by
management portfolio of innovative proj-
ects. This portfolio is managed through the
innovation funnel and the projects with
internal methodology based on best prac-
tices from the Project Management Body of
Knowledge(PMBOK ©).

15
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RISK MANAGEMENT AND INTERNAL
CONTROLS

The
IRANI Corporate Risks were carried out in

identification and classification of

2012 considering the strategic, operational,
financial and compliance perspectives. The
assessment of these risks, including the envi-
ronmental, takes into account criteria such as
the frequency, the different types of impact
and the various aspects of management.

Unfavorable weather conditions were one
of the risks assessed by the methodology
that can lead to impacts such as financial
losses and delays in the production cycle,
The assessment of this at a moderate level,
is classified as operational, and one of the
risk factors is global warming.

Ethical issues are also considered by the
risk management methodology. A case of

Map of Celulose IRANI Processes

Management Processes

Corporate Governance

Planning
and Control

Managing
for Excellence

Main Processes

Communication

compliance with these frauds would cause
financial losses and damage to the image,
presenting as risk factors corruption, extor-
tion and inadequate formal procedures to
conduct investigations.

Corporate risks will be reassessed, at
least, with every revision of the Strategic
Planning, which will occur in 2014.

Risk management processes that was ini-
tiated in 2012 was continued in 2013, through
the identification of the risks of the manage-
ment, production, marketing and support ac-
tivities. Based on this structure, vulnerability
in the processes through the gualitative im-
pact assessment of the risk and the calcu-
lation of the probability of their occurrence,
considering the level of implementation of
the controls was diagnosed.

4 e
x i}
g Paper Production Packaging Production g
o
= Forest Production Commercialization g
wv
Rosin resin and Turpentine Production Il
Support Processes
Stocks/ Information =
Maintenance
Inventory Technology
Personnel Development
o/ =
[- COMMUNITIES ( SHAREHOLDERS [ SOCIETY AND GOVERNMENT [ EMPLOYEES
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Identifies the representativeness of the quantity of risk management processes, principal ad supporting, as shown below:

Process Management Key Processes
Planning and Control (NN 31% Gommerciahzatinn _ 299,
Managing for Excellence (D 21%
Forest Production — 9
Corporate Governance (I 19% Sk

Communication (D 19%
Innovation @D 9%

Packaging Production 15%

Rozin and Turpentine

0,
Production e

Paper Production - 15%

Support processes . ,
BROSEE For the Planning of responses to risks, we

Personnel Development (NI 18% adopted the periodic monitoring model of
Supplies [IIITITTITIITINTITIITIEEITENNNNN 16% risk management, evaluating the effective-
Financial CT TN 14% ness of established objectives and identi-

Legal I 147 fying possible needs for process improve-

) ments. This offers a cyclical and dynamic
Information Technology I 7%

manitaring, which enables a proactive ap-

Assets 7%
proach toward any new risks, any change in
el 3 6% the potential of existing risks or in response
Lilies 5% to a specific fact. The risk management re-
Fiscal 5% sults are given to the Board for approval.
Maintenance 5%

Accounting 4%
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Methodology for Risk Management in IRANI

Monitor the behavior of
the risks in time and the
adequacy of the existing

exposure level..

Response Planning

Decide how to deal with
each risk considering
tolerance or aversion to
prevailing risks.

SUSTAINABILITY COMMITTEE

The pursuit of high standards of gover-
nance based on transparency and ethics with
the stakeholders is part of the mission of
this committee which consists of seven em-
ployees representing different areas. It also
encourages the promotion of innovative and
everyday activities for the development of
the company in an economically viable, envi-
ronmentally correct and socially just way.

The main achievements in 2013 were the
promotion of two workshops on sustainabil-
ity reporting with suppliers in partnership
with GRI through the Tell or Explain (Relate
or Explique) initiative. The event included the
participation of 131 people. Also carried out
was a campaign allusive to Arbor Day, where
1,860 liters of used cooking oil were collected
and 1,300 tree seedlings were distributed.

Identification

Identify the risks and
understand some of
its features for further
analysis.

Gerenciamento

de Riscos

Understand the
importance of the risk
using impact and
probability scales.

Ethics and integrity

In 2013, there were no lawsuits filed due to actions characterized
as practices of unfair competition, anti-trust and monopoly. Ethics
and integrity are part of the IRANI values, whose waork is guided by
transparency and a code of ethics that guides its relationships. In the
company culture, the rejection of acts of corruption and/or extortion,
which can cause, among others, financial losses and damage to its
image in the area where it operates.

The revision in the structure of the ethics committee was in 2013
with the selection of new members for its composition that came to
be appointed by the Executive Board. Its function is to monitor com-
pliance with ethical commitments, examine cases of violation of the
Code of Ethics and issue guidance and opinion to the Board. The revi-
sion of this document will provided for the assessment and valida-
tion of the Board and the Board of Directars in 2014. The challenge is
to disseminate information in all units and subsidiaries, taking the
opportunity to reinforce commitments with the adherence to Global
Pacts and Business Pacts for Integrity and Against Corruption.

An electronic form is available on the IRANI website to receive inter-
nal and/or external manifestations. Confidentiality is respected and
ascertainment of cases is treated in a confidential way.

O

The Code of Ethics, including the means of communication available to
make a manifestation, is available to all interested parties on the site
http://www.irani.com.br/en/info/ethical-guidelines.


http://www.irani.com.br/en/info/ethical-guidelines

Business

The commitment to sustainability and building ethical and trans-

parent relations govern the business. The performance of IRANI is dif-
ferentiated and focused on developing innovative solutions, reduction
of raw material and process optimization.

PAPER

The Group manufactures packaging paper from 30 to 200 g/m2 in
the following lines: FineKraft, FlatKraft, FlashKraft, FlexiKraft, and
EnveloKraft and BagKfrat suitable for flexible packaging and Kraft-
liner, TestLiner, Cores and Recycled for rigid packaging.

The use of certified and controlled raw materials in the manufac-
turing process has given the plant located in Vargem Bonita (SC) the
Chain of Custody - FSC certification.

Total production and sale of paper (in tons)

251.209

195.470 200.013

120.016
72 151 77 626

Productlon Sale

. 20m . 2012 . 2013

Note: part of the paper production is responsible for the supply of industrial pa-
ckaging plants to be transformed into sheets and cartons.

According to the Brazilian Association of
Pulp and Paper (BRACELPA), the market
share in 2013, considering the production of
packaging paper, was 4.68%.

The main customers are independent con-
verters and they cater for the bakery, coal,
sugar segments, seeds with the manufac-
ture of bags and large retailers with the
manufacture of carrier bags. The envelopes,
adhesive tape and papers segments for spe-
cial applications such as plotter for clothing
and paint masking are also catered for with
specific lines of paper.

The paper produced with 100% virgin fiber
meets the requirements of ISECA, the AN-
VISA analysis of Ordinance no. 177/99 and
the RoHS Directive, and are suitable for di-
rect contact with food. Recycled paper is pro-
duced from wooden chips .

Information relating to the content, includ-
ing substances that may generate environ-
mental impacts, as well as instructions for
the safe use and forms of disposal are part
of the labeling of IRANI papers.
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PACKAGING

The technologies used in the paper that is Growth of packaging sales (thousand m?)
used for the production of corrugated boxes 315.610
and sheets provides products with lighter 273.166 276.587
weights and greater resistance. The Com-
pany also produces the Hard System that
allows large sizes of packages with a high
mechanical strength.

The production is located in IRANI located
in Vargem Bonita (SC), Indaiatuba (SP) and
in the Sao Roberto subsidiary. The units are
certified with the FSC Chain of Custody. In
accordance with the requirements is the

e Note: Data for 2013 considers the IRANI packaging units in
monitoring from the forest to the marketed the period and the Sao Roberto subsidiary from October.
product.

20m 2012 2013

The packaging serves the food market such as oils and fats, meat, dairy, fast food, pastas
and biscuits. It also sells to the beverage, plastics, rubber, textiles, leather, footwear, clothing,
pharmaceuticals, perfumery and chemical industries. It also has a share in the sheets market
that are sold to independent converters.

The IRANI market share, measured in square meters of corrugated board, was recorded to be
85% according to the Brazilian Association of Corrugated Cardboard (ABPO).
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RESINS

From the natural extraction of Pinus ac-
cording to environmental management
standards, the Company produces rosin resin
and turpentine, raw materials with a great
versatility of applications in products such
as varnishes, paints, adhesives and enam-
els. This is located in Balneario Pinhal( RS).
In 2013, the Company was granted the 1SO
9001:2008 certificate. In that same year, the
Company became the first producer of rosin
resin and turpentine in the world to receive
a recommendation for certification from the
FSC Chain of Custody.

Production and total sales of paper (in tons)

7.930

6.620 6.878

8.019
4,582
I 4.339
Production Sale

8 2on 8 o £ 20

In 2013, IRANI was the
first Company producing
rosin resin and turpentine
in the world to receive
the recommendation for
the FSC Chain of Custody
certification.

FORESTRY

In Santa Catarina, the business focuses on
the assurance of the timber supply, making
the production process of paper at competi-
tive costs, with quality of fiber and opera-
tional safety. Through the management of
pine and eucalyptus forests, the Company
seeks to supply the production process of
industrial units for Paper and Packaging and
the production of energy from biomass. It
also operates in the timber trade in the re-
gional market through the transactions re-
lating to buying and selling.

In Rio Grande do Sul, investments in the
forest-based business and assets of the
Company is the primary goal. The manage-
ment of pine forests supplies of the indus-
trial unit with resins for the production of
rosin resins and turpentine. The other part is
supplied with resin from the regional market.
The Company purchases wood for energy
production and sale of small logs and logs in
the market.

In 2013, a platform with several strategic
lines of research was created. In Santa Ca-
tarina, opportunities for specific lines of en-
ergy yield and fiber quality were sought. In
Rio Grande do Sul, the specifics are related
to the development of new products. Some
topics are common to forestry areas in both
states such as forest productivity, genetic
improvements, improvement of techniques
and forestry operations and biodiversity.

In Santa Catarina and Rio Grande do Sul
the Company has forests that are certified
by FSC © The correct management of planted
forests contributes to the preservation of
native forests and the maintenance of local
biodiversity.

Sustainability Report 2013
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Land Use in SC

6,6%

FORESTRY AREAS IN SANTA CATARINA

Part of the property is adjacent to or is
partially inside the Araucarias National
Park (PARNA), a federal conservation
unit that was created in 2005 by a fed-
eral decree. IRANI is part of the Advisory
Board of the location and helped with the
preparation of its Management Plan.

For 2014, we intend to perform the re-
moval of exotic vegetation that is in an IRA-
NI uncompensated area and Buffer Zone
(ZA). A request for direct authorization to
the ICMBio for carrying out direct forestry
operations in these areas and the mitiga-
tion of potential impacts will be prompted,
always respecting the criteria set forth in
the PARNA Management Plan.

Pinus Spp.

19%

.Production . Conservation . Infrastructure

areas

areas

By 2013, about 60% of the wood used for
pulp production was from the Company’s
own planted areas. In 2014, that percent-
age should increase to 80%, allowing for a
reduction in the cost of the timber and ex-
pected quality gains in the pulp manufactur-
ing process causing an increased stability of
the raw material. The main impacts of this
change are related to the adequacy of pro-
cesses and the better use of the own wood
as a function of forestry management, har-
vesting and transportation efficiency.

With this change, it is expected that there
will be an increase in the percentage of FSC
certified timber from the forestry areas lo-
cated in Santa Catarina for pulp production.
By 2013, this percentage was about 85%

Eucalyptus Spp.
23%



and, for 2014, it is expected to be above
95%. The remainder is considered as raw
material from a controlled source and are
evaluated by the compliance to the corpo-
rate buying wood policy relating to, origin
and environmental requirements.

The generation of income to surrounding
communities is encouraged by the Forestry
Partnerships Program. In 2013, the search
for new partners was resumed and new
contracts were signed, totaling a planted
area of approximately 168 ha. In 2014, there
is an intention to establish new contracts.

The asset management is performed
based on the continuous updating of land
use in a Geographic Information System
(GIS). This type of tool allows the coupling
of a vector base to a database that contains
the information of the entire forest regis-
try. Besides the registry base, forest growth
is continuously :monitored based on the
forestry inventory data and mathematical
models of growth, which iindicate the pro-
ductivity and mortality in stands by species
and location. To improve these estimates,
IRANI signed an agreement with the Forest
Research Center (CEPEF), which in addition
to the findings on forest productivity, work
. With the Company in monitoring project
watersheds; an important environmental
con1trolldeveloped by IRANLI.

A Fire Brigade is responsible for con-
trolling and fighting fires in IRANI areas,
providing support in case of accidents in
partner or neighboring properties. For this
purpose, it has a firefighter truck, a tower
for monitoring the forest, and other ap-
propriate equipment to assist in these
procedures. In 2013, RS 10,200.00 was
transferred to the Irani (SC) Volunteer Fire
Department in the form'of an agreement to
support the Company in case of incidents,
training and educational activities.

Aiming to meet the standards for the FSC
Forest Management certification, a ques-
tionnaire was sent to key stakeholders
about the definition of the areas mapped
as High Conservation Value Forests, which
have features such as: significant concen-
tration values for biodiversity; extensive ar-
eas with populations of species and natural
areas within rare, threatened or endangered
ecosystems.

The Company has, since 2003, two pro-
cesses underway in the Federal Court re-
lating to events that occurred more than
a decade ago: a civil action and a criminal
action. Both are to indicate the occurrence
of alleged environmental damage: In 2013,
IRANI was acquitted in the criminal action
and formalized an agreement in a Public
Civil Action. The agreement was signed
with the purpose of terminating the pro-

cess, since studies have indicated that-t_h.t.; .

area involved in the subject of the action is
an example of forest conservation with high

_environmental richness.

Sustainability Report 2013
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IRANI and its subsidiary Iraflor Comércio de Madeiras Ltda. signed
a Terms for the Adjustment of Conduct (TAC) in 2071, because of
the planting of exotic species in permanent preservation areas. The
companies have committed to undertake the recovery of these areas,
supporting the environmental suitability of the property maintaining
forest partnerships and initiating the creation of a Private Natural
Heritage Reserve (PRNP). The obligations assumed by the TAC have
been fulfilled within the time limits set out in that document. The
area proposed for the PRNP has 285 hectares of preserved native
forest and is located in Vargem Bonita (SC), in the Fazenda Campina
da Alegria. The approval process is in progress in the environmental
agency. In this space, besides the conservation of biodiversity, envi-
ronmental research and education activities will be carried out.

In 2012, IRANI received 10 labor fines referring to forestry service pro-
viders in Santa Catarina. These were issued in the name of IRANI due
to labor inspections in this state that understands that these activi-
ties should use IRANI labor and not be outsourced. The Company ap-
pealed the decisions issued by the Ministry of Labor and Employment
(DRT-SC), but the court upheld its decision. Understanding that out-
sourcing of forestry activities is legal, the Company elected to make
payment of fines that totaled the amount of RS 238,087.16 since this
does not imply recognition of the alleged irregularities pointed out by
the MTE.

Despite knowing the legality of the Service in 2013, the Company
conducted a study that based its decision to prioritize forestry ac-
tivities, concluding that its own management enable could obtain in-
creased productivity, modernization and standardization in the imple-
mentation of the operations. In early December 2013, the Company
informed the service providers about its decision allowing them the
organization to terminate the contract. Since February 2014, the ac-
tivities of nursery, forestry and surveillance became The Company’sin
SC and RS, keeping outsourced jobs mechanized for tillage, mainte-
nance of roads and logging.

@ EXCLUSIVE

ONLINE

CONTENT

MONITORING OF THE FAUNA AND FLORA

The research to monitor the local flora and
the planted forests are aimed at improving
practices and management methods as well
as the identification and definition of envi-
ronmental indicators.

In the flora and fauna studies that have
been made in the IRANI areas Santa Ca-
tarina, identified 125 plant species, five of
which are on the IBAMA list of endangered
species, which are: Araucaria angustifolia
(Parana pine), Ocotea porosa (Brazilian wal-
nut), Dicksonia sellowiana (Tree Fern), Butia
eriospatha (Wooly Jelly Palm) and Quillaja
brasiliensis(Soap tree). Similarly, the 201
fauna study, identified three species that
are classified as vulnerable on the IBAMA list
these are, the Puma concolor (Cougar), the
Leopardus pardalis (Ocelot) and Leopardus
spp.,and five other species are considered as
threatened species.

In 2013, IRANI joined the NGO Espaco Sil-
vestre-Instituto Carijos, supporting a project
that aims to reintroduce the purple breasted
Puffin in the Araucaria National Park (PAR-
NA) and the socioeconomic development of
communities surrounding the park. The IRA-
NI Forest Guards assist in sighting of parrots
that have a radio collar for monitoring those
that inhabit the forest areas of the Park and
its surroundings, in areas where IRANI has a
direct confrontation.



It also supports other projects nature conservation projects in the

state of Santa Catarina. Examples of projects are the monitoring of
Wild Boars and the Capuchin Monkey, the latter in partnership with
Embrapa. Moreover, IRANI also supports research projects in partner-
ship with universities to conduct the completion and the Master's and
Doctoral Theses.

In 2013, it completed the mapping of soil properties with the pur-
pose of improving the handling and give the correct direction for the
genetic material used, seeking the greater productivity and better use
of resources.

In 2013 it implemented, the genetic improvement project of Euca-
lyptus for the purpose of selecting superior quality genetic material
and to meet the energy demand from the biomass productivity of the
Company. The genetic improvement of Pinus project is expected to
start in 2014, in partnership with Embrapa Forestry, that aims to map
the material used by IRANI, develop the classical genetic improve-
ment and the creation of its own Seed Production Areas (SPA).

In 2013, it established a partnership with the Federal University of
Santa Maria (UFSM) for the development of the mapping of the wood
guality of the wood used by IRANI. We seek to contribute to the in-
tegration of forestry and industrial operations, with the analysis of
the processes used in the production of wood, pulp and power gen-
eration, identifying opportunities and defining actions for continuous
improvement and maintenance of processes, stability, and innovation
and/or the technology upgrade.
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There was a saving of I
RS 3,500 from the reuse
of the actual substrate for
the production of pine and
eucalyptus seedlings
for the production of
native seedlings.

There was a
reduction of 22
thousand liters of
disposed waste
compared to the
volume in 2012.

FORESTRY NURSERY

The production capacity of the IRANI forestry nursery is about 6 mil-
lion seedlings per year. In 2013, 2,547,961 seedlings of Pinus spp were
produced. and 633,299 seedlings of Eucalyptus spp.

In the same year, approximately 10,800 units of native seedlings
were produced at the native seedlings forestry nursery. Of these,
more than 2.400 were Araucaria and Imbuia, endangered species. To
encourage the recovery of areas and environmental education, Irani
made a donation of over 11,000 native seedlings and the planting of
over 2,550 for the recovery and enrichment of Permanent Preserva-
tion Areas.

RANI
The Public Summary of the Forest Stewardship
Plan contains information about the activities
of the IRANI forest and is available at the link
http://www.irani.com.br/en/info/forest.



http://www.irani.com.br/en/info/forest

Relatério de Sustentabilidade 2013

FORESTRY AREAS IN Rio GRANDE DO SUL
Forestry operations are interspersed with

areas of permanent preservation and na-

tive vegetation in environments character-

ized by the formation of dunes and salt
EXCLUSIVE
marshes near the coastal environments. The &D ONLINE
CONTENT

Company’s own forestry areas comprise a ~ =rereerereesereees
total of 16.597 hectares, distributed across MONITORING OF THE FAUNA AND FLORA IN Rio GRANDE DO SUL

five municipal areas. Awaiting review and In 2013, two years of monitoring wildlife in forest farms were com-
approval of the State Department of Forests pleted in Rio Grande do Sul The campaigns were carried out at quar-
and Protected Areas (DEFAP) regarding the terly intervals, covering all seasons of the year in order to obtain a
definition of Legal Reserve areas. significant sampling of the fauna. The wild bird species were the maost

significant group of wild animals with 98 species recorded, distributed

in 38 families. Medium and large mammals such as the tuco-tuco as

the capybara were identified from remains and the Pampas fox and

Land use in Rio Grande do Sul the Brown Hare from photographic records. Furthermore, eight spe-
4% cies of amphibians, and nine species of reptiles have been identified.

In 2013, we started monitoring the flora aimed at initial character-

ization of floristic formation in preserved areas, the basis for further

50% studies. Two areas of high conservation value were determined: one in

46% \ \ \ .,
Cidreira (RS) and another in Sao José do Norte (RS).

. Preservation a Infrastructure

areas areas
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The Cidreira area has a Salazar bathed
spring and displays ecosystems near to and
next to each other, including, pioneer for-
mations of marine influence denominated
coastal salt marshes. In this area there are
copies of the Ficus organensis, at an ad-
vanced age forming galleries forests that
house specimens of species representing
families of the Bromeliaceae and Orchi-
daceae . Among the ecosystems that are
members of the groups of this landscape,
is a spring that supplies an area of bathed
cord leading to lakes in the region. These
lakes, in turn, have a watershed, a source of
water for the community.

The area of Sao José do Norte (RS), known
as Bojuru, is situated on the shores of the
Paura Lake, separated from the sea by a line
of dunes. On site is a gallery forest with char-
acteristic species of dense tropical rain forest
formed by the Coussapa microcarpa, Scutia
bruxifolia,Sebastiania commersoniana, Psid-
ium araca, Londina rhombifolia, Myrsine um-
bellata, which harbor species of aorchids and
bromeliads. The Cereus spp. also occur fairly
frequently, and large individuals, showing
their old age, were found. Surrounding this
gallery forests were dunes and coastal fields.

Both areas have species that are immune
to cutting Erythrina cristagalli and Ficus or-
ganensis, besides related species that are on
the list of endangered species.
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Environmental investments with a forestry focus

FSC Forest Certification
Training

Survey and audit for
FSC recertification

Forestry
Certification

RPPN Creation Process of creating a RPPN

Transfer Plastics Waste
and Resin to the Landfill.

Disposal of
Solid Waste.

Licensing and
environmental
adaptations

Environmental permits

Environmental
monitoring
R

Hiring a service provider

o T

Biodiversity monitoring

Monitoring and research
with capuchin monkeys
~ in commercial and
conservation forests

Environmental

Research Monitoring of the Fauna

Classification AAVC

Study of the Flora

PR - R DL
- Removal of exotic species,
marking, planting and the
regeneration in APPs

Environmental

Recovery

Removal and regeneration
in natural areas

Action/Design Environmental Benefits m

Resource capacity team building and awareness of the

environmental benefits of the FSC forest management standard. R52.850.00
W T
Adapting international sustainability, standards, viability and
certification of management actions for the conservation and RS$ 84.100,00
sustainability of the forestry business.
Biodiversity conservation and environmental education. RS 6.434,48
T O T 4 e T <
Correct Disposal of Solid Waste Generated by Forest Activities
for the Correctly Licensed Landfill. R540.000,00
T R T e T e " W L S
. Environmental regulation of the property together with RS 66.371.51
| regulatory agencies. T
o *'l L i - W% L P
Levelmg and updating of environmental laws with forestry R$13.177.70
operations.
TEFEE ™~ T O Lt T TR S R =
Knowledge of the dynamics of dispersal and management of
X L : RS$ 16.853,94
Pinuscomo forests tool for mitigating actions.
Understanding the dynamics and behavior of primate
species to provide the proper management of the native and RS 20.900,00
commercial flora, as well as the local fauna.
f
Qualitative and quantitative monitoring of the existing fauna
in the tree nurseries of the Company during the seasons of RS 91.104,00
the year.
Study for the characterization and classification of the High RS 15.300,00

Conservation Value areas of the Company.

Phytosociological survey of Natural Areas Located in tree
nurseries of the Company.

A Tk WY RN

R$10.000,00

Maintenance and preservation of biodiversity along with

fitness for environmental restrictions. R318.627.75

Removal of the regeneration of Pinus in APP’s, natural areas
and bordering areas.

R$10.053,00

a WU R .

TOTAL © R$ 395.772,38
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IRAFLOR COMERCIO DE MADEIRAS LTDA.
Operates in the administration and marketing of timber and planta-
tion forests for IRANI and for the market.

HABITASUL FLORESTAL
Performs exclusively in Rio Grande do Sul, the extraction and mar-
keting of pine woods. It is a supplier of raw resins to IRANI.

HGE - GERACAO DE ENERGIA SUSTENTAVEL LTDA.
(SUSTAINABLE POWER GENERATION LTDA)

In 2013, a partnership was signed to the viability of the Parque Eélico
Pinhal (Pine Wind Farm), located in the municipality of Palmares do
Sul (RS), with an installed capacity of 22.0 MW. The Installation Li-
cense and other requirements have been requested.

IRANI SUSTAINABLE ENERGY GENERATION LTDA.

(IRANI - GERACAO DE ENERGIA SUSTENTAVEL LTDA)
Created at the end of 2013, this aims to develop two wind energy

projects, which together have an installed capacity of 138.60 MW.

> The agreement to enable the Cidreira Complex undertaking, located
in Cidreira (RS) is still in progress. The project has an installed capac-
ity of 67.2 MW and has the Preliminary License suspended because
of a precautionary measure. There is also a civil action in progress;

> The Cidreira-Pinhal Complex, located in the municipalities of Cidreira
and Balneario Pinhal (RS), has an installed capacity of 71.4 MW. The
Fundacao Estadual de Protecao Ambiental (Fepam) has not yet com-
pleted the analysis for issuing the Preliminary License.

IRANI TRADING S.A.

IRANI is the main customer of this subsid-
iary that exports, on their own or for third
party’s goods, products and merchandise. It
also has a real estate activity

INDUSTRIA DE PAPEL E PAPELAO
SAo RoBERTO S.A.

Headquartered in Sao Paulo, it is a tradi-
tional company in the corrugated packaging
sector in the country that produces packing
paper, boxes and corrugated board sheets.
It develops products according to the needs
of each client, studying the characteristics
of their products, such as handling, stacking,
transport and storage in order to give maxi-
mum strength and protection. Since October
2013 it became a part of the subsidiary group
of companies of Celulose Irani SA.

@ Go to http://www.irani.com.br/en/info/external-initiatives to see

the commitments to external initiatives


http://www.irani.com.br/en/info/external-initiatives

|
|
|
|
|
1
|

e

o
S —
pra
SE———
s —
e

ey
P ——

o ey

e T

T I | — R s TP -

A — . g e

R — T, S~

Major markets served

PAPER
Foreign Markets

South Africa, Germany, Saudi Arabia, Ar-
gentina, Austria, Bolivia, Chile, Singapare,
Colombia, United Arab Emirates, Nether-
lands, Israel, Jordan, Nigeria, Pakistan, Para-
guay, Peru, Portugal, Taiwan, Trinidad and
Tobago, Turkey, Uruguay and Venezuela.

Domestic Markets

Amazonas, Bahia, Ceara, Distrito Federal,
Espirito Santo, Parana, Pernambuco, Goias,
Minas Gerais, Rio de Janeiro, Rio Grande do
Sul, Rondénia, Santa Catarina e Sao Paulo.

Sustainability Report 2013

PACKAGING

Acre, Amazonas, Bahia, Ceara, Distrito Federal, Es-
pirito Santo, Goias, Mato Grosso, Mato Grosso do Sul,
Maranhao, Minas Gerais, Parana, Para, Pernambuco,
Rio de Janeiro, Rio Grande do Norte, Rio Grande do
Sul, Santa Catarina and Sao Paulo.

RESINS
Foreign Markets

Canada, Chile, China, Spain, France, Holland, India,
Japan and Portugal.

Domestic Markets
Bahia, Ceara, Rio Grande do Sul and Santa Catarina.
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Governance Structure

The main governance bodies are the General
Meeting of Shareholders, the Board of Direc-
tors and the Executive Board. The administra-
tion is conducted by the Board of Directors,
who have deliberative functions, and the Ex-
ecutive Board, with executive and represen-
tative functions. The companies Habhitasul
Forestry SA and Irani Trading SA, controlled
by Irani, have are separate Boards, each con-
sisting of three members who are also part of
the Celulose Irani SA. Board of Directors.

At the Extraordinary General Meeting held
on October 16, 2013, the capital increase of
the Company was approved in the amount of
RS 12,918,356.62 with the issue of 4,630,235
common shares. Accordingly, on December 31,
2013, the Company's share capital, subscribed
and paid was RS 116,894,847.81, consisting
of 166,720,235 shares, of which 92% (153 509
975) were ordinary shares, entitled to vote

Number of members of the

Board of Directors

Non-executive Directors

Sustainability Report 2013

IRANI adopts corporate governance that
is guided by its values and committed to
the best practices in the market, offering
transparency in the relationship with
shareholders and other stakeholders.

and 8% (12,810,260) preferred shares without voting rights. Preferred
shares are entitled to dividends on an equal basis with ordinary shares
and have priority in the payment of capital, without premium, at the
equity value in the event of liquidation of the Company, the refund is
assured to the majority shareholders to receive 100% of the paid up
values in the case of transfer of control (tag along).

Note: A non-executive Director does not exercise a management function in the

Company.

33



Sustainability Report 2013

With respect to the variable remuneration of the Executive Board,
20% of this remuneration refers to an individual assessment of skills
that encompasses many items that capture a broad view of sustain-
ability, including environmental and social aspects. In addition, the
directars also receive a long-term compensation proportional to the
valuation of the shares of the Company every three years, capturing
these intangibles and economic results.

@ Information regarding executive renumeration and those
responsible for the governance and how this compensation
is related to performance in the short, medium and long term

is disclosed in the Reference Form, available on the Investor
Relations site (www.irani.com.br/en/ri/home/index), at the

link Financial Information/CVM Archives on the Securities
Commission (CVM) website.

Corporate Office -
S3o Roberto (SP)

EXCLUSIVE
ONLINE
CONTENT

The structure of Corporate Governance
encompasses the General Meeting of Share-
holders, the Board of Directors and the Ex-
ecutive Board who all act in unison in the
pursuit of results and sustainability in busi-
ness. The Company does not currently have
a functioning Audit Committee or advisory
committees to the Board.

The implementation of decisions is the re-
sponsihility of each director and their teams
through projects, budget reviews, prioriti-
sation of needs and the implementation of
controls and organizational modifications.
Process management for sustainability is
the responsibility of management of the
Management for Excellence, which reports
to the Superintendent of Strategy and Man-
agement. This, in turn, reports to the Chief
Executive Officer of IRANI.



www.irani.com.br/en/ri/home/index

GENERAL ASSEMBLY

The supreme body of the Company is the
Ceneral Assembly, which gathers its share-
holders and meets in ordinary or special meet-
ings, upon call, as provided in the Corporations
Act and the Company’s Bylaws.

The Annual General Meeting is held in the
first quarter of each year for the analysis,
discussion and voting on the financial state-
ments presented by the directors, decision on
the allocation of net income from the period,
dividends and the election of members of the
Board of Directors. The meetings are always
held at the company headquarters and the
Call Notice contains a description of all issues
to be addressed and the necessary procedures
for shareholders wishing to be represented at
the Meetings. According to current law, the
Management Proposal containing informa-
tion about the subjects that will be brought to
vote are always available.

The Extraordinary General Meeting shall
be held when called to consider relevant
materials that are not the competence of
the Annual General Meeting, and also will
be made available, according to current
law, the Management Proposal containing
information about the subjects that will be
brought to a vote.

Sustainability Report 2013

BoARD OF DIRECTORS

The Board of Directors shall meet whenever necessary, by fixing at-
tention to the strategic issues of the Company such as: business risks,
market relations, corporate policies, investments and monitoring the
results reflected in the Financial Statements Report. All duties of the
Board are in Article 12 of the Bylaws of the Company. Among them,
there is the inspection of the directors management, allowing Board
members to examine, at any time, Company books and papers, re-
guesting information on contracts and any other acts.

Elected by the General Assembly for a term of 2 years with the pos-
sibility to be re-elected, the Board consists of five members, one in-
dependent, with representation from shareholders. Women and/or
other minorities are not represented on the Board.
> Péricles de Freitas Druck - President;
> Eurito de Freitas Druck - Vice president;
> Paulo Sérgio Viana Mallmann - Director;
> Péricles Pereira Druck - Director.
> Paulo Rabello de Castro - Independent Director.

Since April 2012, the Chairman of the Board no longer has the posi-
tion of Managing Director and since then, does not exercise executive
functions in the Company. Similarly, the composition of the Board
includes the participation of an Independent Director. This enhance-
ment in terms of management demonstrates a constant search for
adherence to best corporate governance practices in the Company.

In the selection and appointment of members to the Board of Direc-
tors, the participation of at least 20% independent directors, is taken
into account, as provided in the Bylaws. There is the participation of
stakeholders (shareholders belonging to the controlling block) and are
taken into account knowledge related to economic, environmental and
social aspects, according to the area of expertise of each Board member.
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The Reference Form makes public informa-
tion regarding conflicts of interest such as
the cross-participation in management bod-
ies, cross share holding control with suppliers
and other stakeholders; existence of major
shareholder and dissemination of information
on related parties. In this form information
is provided on relevant shareholding (greater
than 5%) to the individual and there is no ex-
isting shareholders agreement. Transactions
between the Company and its related parties
are all based on existing business operations
that are in practice and use market values. It
has no formal rule or policy for these transac-
tions, following the rules and laws applicable
to each subject. All operations are regularly
evaluated by the management, it is recog-
nized and widely disclosed in the financial
statements (quarterly and annual) and in the
Reference Form of the Company.

!
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The Board of Directors is responsible
for the validation of the Company's
Code of Ethics, which prohibits conflicts
of interest. Conduct that is in disagree-
ment with this Code will be subject to
disciplinary action, according to the
employment contract, the Rules of the
Company and based on civil or criminal
labor law.

The measures taken to develop and
enhance the knowledge of the highest
governance body on topics related to
sustainability, mainly involves the con-
tinuous participation in external events,
conferences, lectures, class associations
and Representative entities.

The Company does not have a struc-
tured process for determining a sustain-
ability and self-assessment qualifica-
tion for the highest governance body.



The Board of Directors performs the man-
agement of inherent risks in decision mak-
ing. Currently, the diagnosis, management
and approval of the Company’s risk tolerance
strategy has the participation of the Execu-
tive Board and CEQ, who are part of the IRANI
Board of Directors. The formal involvement
of other Board members is expected to oc-
cur after the construction of the new cycle of
strategic planning of the Company in 2014.

The process used to communicate critical
concerns to the highest governance body, is
performed by the Executive Board and the
consolidated figure of the CEQ, who directs
the discussions and decisions, Monthly, at-
tending the ordinary meetings of the Board.
There is no formal survey of the nature and
the number of critical concerns brought to
the Board of Directors.

The Corporate Disclosure Palicy and Use
of Information and Trading of Securities,
approved by the Board of Directors and dis-
closed under current legislation seek to en-
sure fairness, transparency and immediate
dissemination of information to all inter-
ested parties without any public privileges.
These cover issues such as the disclosure
of decisions of the cantrolling shareholder,
resolutions of the General Assembly or the
management bodies and the restrictions on
trading with the Company’s securities during
certain periods, among other issues consid-
ered relevant.
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STATUTORY BOARD
The Executive Board shall meet, ordinarily, to face every month
way, and by videoconference when necessary, it is their competence
to make decisions related to economic, environmental and social as-
pects and the practice of all acts necessary for regular operation the
Company which are not within the competence of the General Meet-
ing or the Board of Directors, in accordance with the duties set out in
Article 14 of the Bylaws of the Company. The members are elected
by the Board for a term of two years, with reelection permitted. The
Board, will complete the current administration in May 2015, and it is
composed of the following members:
> Péricles Pereira Druck - Chief Executive Officer;
> Odivan Carlos Cargnin - Director of Administration, Finance
and Investor Relations;
> Sérgio Luiz Cotrim Ribas - Director of Paper and Packaging Business;
> Tualio Cesar Reis Gomes - Director of Forestry Business

REMUNERATION OF THE BOARD OF DIRECTORS
AND THE STATUTORY BOARD
IRANI adopts a remuneration policy that establishes guidelines to
be observed as to the compensation of key management personnel,
composed of members of the Board of Directors and Executive Of-
ficers. The global remuneration of the management is set annually
by the Annual General Meeting, and consists of: i) fixed fees and ben-
efits and ii) short term variable remuneration linked to the goals to be
achieved.
The practice of remuneration of directors of the Company seeks to:
i) align the interests of managers with those of shareholders;
ii) direct the behavior and encourage the short and long-term vi-
sion of the directors;
iii) encourage a sense of ownership and commitment;
iv) attract, retain and motivate the directors.
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The remuneration of the Board of Directors and Executive Officers
is based on three parts:

Fixed fees All directors and directors
President and Vice President
Benefits of the Board of Directors and

directors

President and Vice President
of the Board of Directors
and directors

Short-term variable
compensation (Quarterly
bonus)

Long-term variable
remuneration (Upside and/or
profit sharing scheme)

All members of the Board of
Directors and Statutory Board

Each renumeration element fulfills the short, medium and long-
termrole. As there is a strong relation with the results, the Company
ensures coherent compensation, without affecting any other invest-
ments.

> Fixed compensation: base salary (Board of Directors and Executive
Directors). Purpose: To recognize and reflect the value of the posi-
tion internal (Company) and external (market);

> Benefits: Health Insurance, Dental Plan, Life Insurance and Car (ex-
ecutive board and CEO and vice president of the Board) Objective:
Complement social assistance benefits;

> Short Term Incentives: Quarterly Bonus (executive board and CEQ
and vice president of the board). Purpose: To reward the reach and
exceed targets related to the financial performance of the com-
pany, individual areas, aligned to the budget, strategic planning
and competition;

> Long-Term Incentives: Upside Program, which has the premise the
theoretical value of the shares in the year of its implementation
and planned future, and that gives each participant a fee based on
the theoretical number of shares, and should take payment in cash
on the verification date; and/or a Share in the Expected Statutory
Profit (executive officers and members of the board). Objective: To
enhance the retention of executives and directors and align inter-
ests with those of shareholders to create value for the business in
a sustainable manner in the long term

The expenses with management fees,
without payroll taxes totaled RS 8.175 thou-
sand in the fiscal year of 2013 (RS 6.954 on
Dec 31, 2012). The total remuneration of di-
rectors was approved by the Ordinay Gen-
eral Assembly held on April 29, 2013 in the
maximum value of RS 10,000 thousand.

To verify the consistency and integrity of
its operations, the Company retains Inde-
pendent Auditors who are responsible for
issuing The Independent Auditors’ Report,
guarterly and annually.

To send suggestions, questions,

recommendations, or request more
information visit the Investor Relations site
(www.irani.com.br/en/ri/home/index),
use the contact link> Fale Conosco. If you
prefer to speak directly with the Director of
Investor Relations his e-mail is available in
the Investor Shareholder Services link.


www.irani.com.br/en/ri/home/index

Sustainability Report 2013

General Structure

Shareholders' Meeting

.

Board of Directors

.

Executive Board

°

Functional
Management Packaging PO
Processes*

RS Forestry

and-Resins New Business

* Finance, Accounting, IT, Procurement, Personnel Development, Communication, Control, Market Intelligence, Innovation,
Legal, Managing for Excellence, Strategic Projects, Project Management Office, Risk Management, Continuous Improvement,
Investor Relations and Institutional Affairs.

Chart

Board of Directors

Chief Executive Officer
PERICLES PEREIRA DRUCK

Director of the Director of Paper and Director of Administration,
Forestry Business Packaging Business Finance and Investor Relations
TuLio GOMES SERGIO RiBAS ODIVAN CARGNIN
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Shareholders

Celulose Irani belongs to the traditional segment of the BM &
CFBOVESPA, with shares listed under the RANI3 (Ordinary) and
RANI4 (Preferred) codes.

The percentage of the capital stock in circulation (free float) was 9%,
and Habitasul Group, Controller of the Company held 88% of the total
capital of the company in December 2013.

Sustainability Report 2013

Shareholding structure - 12/31/2013
Shareholders Shareholders Preferential Shares Total Shares

Controllers 138,898,087 90.24% 8,582,660 67.00% 147,480,747 88.46%
Treasury shares 24,000 0.02% 2,352,100 18.36% 2,376,100 1.43%
Shares of directors 1,444,923 0.94% 711,060 5.55% 2,155,983 1.29%
Shares in Circulation 13,542,965 8.80% 1,164,440 9.09% 14,707,405 8.82%
Total de agoes 153,909,975 100% 12,810,260 100% 166,720,235 100%

CHANNELS OF COMMUNICATION
IRANI offers shareholders, investors and professionals in the capital
market a site Investor Relations (www.irani.com.br/ri), available in Portu-
guese and English, with various contents that keeps the market informed
of their activities and their results.
The Dialog with shareholders and potential investors also occurs
through the following channels:
> Direct channel to the Director of Investor Relations and the Investor
Relations team by e-mail ri@irani.com.br;
> There is a Contact Us Toal on the IR site;
> E-mail Alert;
> Disclosure of Annual Financial Statements and Quarterly Informa-
tion (ITR);
> Ordinary and Extraordinary General Meetings, and
> Sustainability Report.

DISTRIBUTION OF DIVIDENDS

Celulose Irani shall, in accordance with law,
provide a minimum mandatory dividend pay-
ment of 25% of adjusted net income.

The Annual General Meeting held on April
16, 2014 approved the distribution of dividends
for the financial year 2013, amounting to RS
19,516 thousand, equivalent to RS 0.118749 per
ordinary and preferred share. Given the interim
dividend approved by the Board of Directors on
January 31, 2014 and distributed to sharehold-
ers on February 25, 2014 in the amount of RS
17,000 thousand, corresponding to 0.103441
per share, leaving RS 2.516 million, correspond-
ing to RS 0.015308 per share, which was dis-
tributed onMay 29, 22014. Income tax will not
impact on these values.
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Customers

Committed to sustainability and driven by
the concept of customer focus, seeks to share
their values and knowledge through stable
trade policies, clear rules of trading and long-
term commitments. Advocates transparency,
ethics and open competition, not with accept-
ing illicit attitudes in their operations. These
factors have enabled the steady growth of
IRANI in the market. In 2013, there was no re-
cord of fines for violation of the laws govern-
ing the market, including antitrust and unfair
competition practices.

Customer focus also underlies the develop-
ment projects of products covering all stages
of the process, from the seed to the final
product. Efforts are directed towards the de-
velopment of inputs, raw materials and new
lines of Kraft paper and recycled in the Paper
Business while in the packaging business the
focus is on reducing costs and seeking inno-
vative packaging.

The development of innovative packag-
ing seeks design proposals for reducing the
area or the thickness of the packaging while
maintaining or increasing the performance
of the product. Observe a reduction of pro-
duction costs and CO, emissions due to the
logistics gains, and benefits in the storage
of products. In the Packaging SC and Pack-

aging SP units, the improvements are recorded and are the basis for
the designation of projects and return through the use of the Lei do
Bemn (Good Law).

Preventive technical assistance and the development helps to an-
ticipate needs and points to opportunities in the customers produc-
tions lines, creating value for its clients and IRANI. Several clients
have received technical training conducted by IRANI. In 2013, in order
to strengthen partnerships and provide a forum to exchange informa-
tion and to find joint solutions, 23 training courses were offered by the
Packaging SP team and nine by the Packaging SC team.

Since 2012, through a partnership between the Commercial areas
and Sustainability area, IRANI developed the Sharing Value project
with the aim of contributing to the growth of its customers, creat-
ing a competitive advantage through the dissemination of sustain-
ability practices of the Company and its transparent management
for customers to recognize them as a differential purchase. This
project also encourages the use of Carbon Neutral and FSC seals.
In 2013, 18 meetings were held with active and prospective clients,
four of which resulted in the use of the recommended seals.

The 2" R & D Workshop was held, which brought together em-
ployees, customers and university’s, for the presentation of re-
search work carried out throughout the year, as well as projections
for 2014.

CUSTOMER SATISFACTION SURVEY

An annual achievement cycle, that assesses general aspects
and specific topics related to business, research and development
areas, logistics, financial, product and production planning and
IRANI Onlinesoftware. The Resins business conducted a customer
satisfaction survey for the first time in 2013.

Paper Resins Packaging  Sao Roberto

Customers Customers Customers Customers
Customers Customers Customers Customers
surveyed surveyeds surveyed surveyed

117
A\

Total
Answers

82

(32 complete

14
A\

432 249
AV AV

and 50 summarized)

Total
Answers

14

Total Total
Answers Answers

184 102

(44 complete (30 complete
and 140 summarized) and 72 summarized)




Domestic Foreign Domestic Foreign
EH R EH Paper Paper
Market Market Market Market

Packaging Packaging Sao
SC Roberto
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Resins Paper Packaging

Sao Roberto

Evaluated Items |[Domestic market| Foreign market |Domestic market| Foreign market | Packaging SC Packaging SP

2011|2012 2013 | 2011|2012} 2013 | 2011|2012 | 2013 | 2011 | 2012 | 2013 | 2011 | 2012|2013 | 2011 | 2012 | 2013 | 2011 | 2012 | 2013

Influence of
sustainable actions
in the purchase 45 41 44 44 45 42 42 37 4 38 | 59 | 39
decision of the
customer
Contribution to the
business customer
Product

quality (average
indices)

Service

quality (average
indices)

If the customer
indicates IRANI to
other companies

If timely delivery

is better than the
competitors

If differential
services are
provided compared
to those offered by
competitors

If the cost-benefit
of buying with
IRANIi is the best in
the market
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Employees

For IRANI, a company is essentially formed
by people and beliefes that it is possible to
achieve excellence by investing in programs
and activities that provide, a pleasant work-
ing environment, conditions that offer per-
sonal and professional development for its
employees.

The labor relations are guided by the Univer-
sal Declaration of Human Rights, the Interna-
tional Labour Organisation (ILO) and the Con-
solidation of Labor Laws (CLT). Ensure decent
waorking practices that respect the privacy and
the diversity of employees, not allowing dis-
criminatory attitudes or that may interfere
with the freedom of assaciation and collec-
tive bargaining agreements. The Code of Eth-
ics, Corporate Sacial Responsibility Policy and
joining the Global Compact and the Business
Pact for Integrity and Against Corruption also

underlie their relations.

In 2013, we perfaormed a cycle of training on
labor liabilities with the objective of dissemi-
nating knowledge related to laws govern-
ing labor relations, giving greater support to
managers in conducting employer-employee
relationships.

EMPLOYEES REMUNERATION

Standards and existing laws are fully com-
plied with by the IRANI salary structure and
the benefits granted to its employees, it also
considers as fundamental components in this
context the valuing of people, the sense of
justice, motivation and commitment. Periodi-
cally IRANI conducts salary surveys in order to
adjust the compensation of employees to the
market reality in which they live.




Proportionally, the highest paid individual in
the organization receives 39.83 salaries higher
than the average of other employees. To com-
pile this data, the total annual remuneration
the following composition was considered:
base salary + 13° salary + vacation.

Considering the data from 2012 and 2013
and analyzing the percentage increase rela-
tive to the values practiced with the total
compensation of the highest paid individual in
the organization and the average increase in
the average renumeration of employees, the
highest paid individual received, proportion-
ately, an increase of 21.37% above the others.

Sustainabili

The average of the lowest remuneration
offered is equivalent to 1.34 of the mini-
mum wage in force in Brazil, on December
31, 2013. In the Corporate Unit, 2.56% of
employees fall into this remuneration in
relation to the total number of employees;
in the Paper Mill in SC, they are 11.23%; in
the MG Paper Mill they are 6.70%; Packag-
ing in SC, they are 39.53%; Packaging in SP,
31.46%; and the Resins Division, 40.32%.
In Habitasul Florestal they are 94.27% and
30.93% in Sao Roberto.

The following table shows the ratio of average wages paid to men and women.

Leadership 1 0.75
Administrative 1 0.82
Technicians 1 0.92
Operational posts 1 079

1 1

0.69 0.83
1 0.84 1 0.80
1 1 1 0.83
1 0.82 1 0.78

The commission responsible for defining the criteria of the Profit
Sharing Plan (PPR) of each unit with the participation of representati-

ves elected by the employees.

Variable remuneration (in thousand of reais) m m m

Profit Sharing - PPR*

Programa Supera**

3,229 2,979 4,605

2,155 2,627 4,592

* Amount paid in January 2013, corresponding to the program for 2012.
** The value was considered in the Company result in 2014.

eport 2013
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Benefits (in thousands of reais)

Food 4,647 3,959 4,796
Transport 2,649 3,450 3,842
Life insurance 160 155 165
Health plan 3,034 3,084 4,529
Daycare Help - 24 56
Total 10,490 | 10,672 13,388

A major restructuring took place in the
Personnel Development (DES) area in 2013,
reorganizing the activities of the Corporate
DES and DES cores in industrial units. The
corporate core focused on strategic issues
of the area and the alignment of actions, de-
fining a unigue language for the Company,
while the cores installed in industrial units
dedicated their efforts to meet specific local
needs, providing more agility to processes,
generating synergy, focus and a better per-
formance.

The actions in the People Development
area is organized into five major programs:
GERA, GROW, CARE, MOTIVATION and EX-
CEL. The first two cover material issues iden-
tified in the stakeholder panels made in 2012
and are described in the following.

GERA PROGRAM

Focused on attracting, selecting, hiring,
the continued employability of employees
and management until the enf of the career
through specific techniques, training and
outplacement projects, where applicable.

The target of 75% annual retention for
the period of 2013 was not met. The veri-
fied result records the moment of transition
of the Company, considering the period of
cultural adaptation of the integration of the
Paper Mill MG and the Sao Roberto subsid-
iary. With the increase in the market, with
the installation of new businesses in the re-
gions near the units located in Sdo Paulo and
Santa Catarina, also instigated resignation
requests by employees.

Annual Retention Index

72,47%

66,81%

54,02%

2010/20M 2011/2012 2012/2013
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Partnerships with educational institutions INTERNAL RECRUITMENT
and retaining talent is also encouraged by the In IRANI, the internal recruitment processes are preferred and op-
IRANI Internship Program. Seek the profes- portunities are only open to external recruitment when the require-
sional development of young participants. ments of the vacancies are not attended by the employees. Con-

From the trainees IRANI in 2013, 62% were siderable progress in the calculation of this index can be seen when
hired as permanent employees. This index compared to the rates in previous years.
was calculated at 65% in the previous year.

Number of Interns (Consolidated) Percentage of positions filled through
internal recruitment (consolidated)
57

50

64,52%

4 52,10%

49,51%

20Mm 2012 2013 201 2012 2013
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Percentage of positions filled through internal recruitment (per business unit)
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CRESCE PROGRAM

IRANI believes that people in continuous > Basic Skills: Leadership; Communication; Planning, organization and

development are the main driver for achiev- control; Focus on results; Culture of Excellence and Teamwork.

ing the goals and objectives of the Company.

Therefore, it promotes and subsidizes train- > Differentiating skills: Customer focus; Entrepreneurship; Self-devel-
ing and development opportunities, external opment; Building relationships and Innovation.

or in-company and work-related events in

order to qualify employees for the challenges The work conducted internally were continued in 2013 with the com-
of the Company. The actions seek technical pletion of behavioral and management courses as well as the prepa-
and behavioral refinement. In 2013, the com- ration and recycling of applicable standards. A target of 94% of com-
petencies were reviewed in the light of the pliance of the expectations in the evaluations to the reaction of the
new cycle of strategic planning of the Com- training conducted by internal staff was achieved.

pany, which are described below:
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In 2013, an agreement was signed with the Investment in Training (in RS)
rederal Universty of Vicosa (MO) for don > . I TN IETTN
in company, Lato Sensu Post-graduate course
. , Training and
in Pulp and Paper. The completion of the Development 1,786,598.55 1,759,331.00 1,406,966.16
course work will be submitted by mid-2014.

Educational incentives

through subsidies 646,305.37 848,124.05 763,436.38

A lower investment in training and development was seen because
the training sessions were conducted internally.

Average hours of training per employee category

Average hours
of training

4

Number of employees

6

Executive Board 612 768 104 5 102 154 26
[-9
= .
] Superintendency and 212 4215 1137 27 33 38 78 128 30
3 Management
1]
[T} . .
al JEceidinasichisnd 5,000 6,322 7,730 141 126 150 35 50 52
Supervision
Administrative 5,607 5,987 13,950 212 246 313 26 24 45
Technical 4,286 5,352 7,700 198 207 264 2 26 29
Operational 26,845 28,341 28,882 1138 1149 1,590 24 25 18
TOTAL 44,462 50,985 59,503 1,722 1,766 2,359 26 29 25

From 2014, the monitoring of this indicator will be stratified also by genre.

1.094

Education

814
737 I

396
265 254
182 170

Incomplete Complete Incomplete High Incomplete Complete Incomplete Complete Full master
primary primary secondary school higher College postgraduate  postgraduate
education

B on @ 20n B 200
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The number of employees receiving educational incentives.

I Y T T T
TS [T T T [ I N I I [ I
40 66 17 15 29 1 0 2 22 24 48

Corporate 27

Paper Mill SC 54 42 67 50 56 103 93 61 91 4 1 21
Paper Mill MG 1 8 3 0
Packaging SC 19 14 24 19 18 32 68 43 57 3 6 10
Packaging SP 15 12 21 34 36 50 3 1 1 10 14 16
Resins 0 1 1 2 3 7 1 0 0 0 8 8
Sao Roberto 3 20 0 2
IRANI Trading 0 0 0 4 3 3 0 0 0 3 4 3
MMM 2 2 0 4 2 6 0 3 3 1 1 1
TOTAL n7 m 183 130 133 258 166 108 157 43 68 109

Note: The Paper Mill MG and the Sao Roberto subsidiary joined the Company in 2013.

2014 GOAL:

ACHIEVE 88%
SATISFACTION IN

THE RATINGS OF THE
REACTIONS OF THE
PARTICIPANTS IN THE 2020
PROJECT LIDERA.

> Development project coordinators and su-
pervisors: aims to develop today's leaders
to ensure the sustainability of the Compa-
ny, with admirable profits, supporting the
challenges of growth and competitiveness.
The guiding principles are a knowledge of
Leanculture, in alignment with the project
to develop potential leaders; training in
management techniques and the develop-

ment of behavioral skills. This action covers
an internal process, because most of the

LIDERA 2020 actions will be conducted by IRANI's own
Created in 2013, the program is one of the main challenges for 2014 managements. Altogether, this will include
and is focused on the improvement of leadership, which unfolds in 236 hours of training over three years.

two projects:

ELIDA DE FREITAS E CASTRO DRUCK LIBRARY

> Talents: aims to ensure the process of the succession of leaders, to sup- The activities of the Library were con-
port the challenges of growth and competitiveness of the Company in tinued and, in 2013, they were strongly in-
the future, forming leaders based on Lean Manufacturing, behavioral is- volved with the | Elida de Freitas e Castro
sues, arts, philosophy and history, innovation, DES programs and Com- Druck Literary Contest, encouraging em-

pany strategies. Altogether, this will include 804 hours of training over ployee participation and lending books.
four years.
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MOTIVA PROGRAM

Groups the actions that ensure a good or-
ganizational climate in a stimulating and
motivating environment as a way to encour-
age a shared responsibility between employ-
ees and the Company.

AThe main tool of this program is the Or-
ganizational Climate Survey, conducted ev-
ery two years in all units and subsidiaries.
The latest round of research was carried out
in 2012 and recorded a rate of return of 84%
of the questionnaires and rate of 75% em-
ployee satisfaction, ten percentage points
above the previous research cycle.

In 2013, the work of the Management
Groups for the Support of the Climate Survey
was continued and plans were carried out in
order to follow the necessary actions related
to the opportunities for improvement identi-
fied in the 2012 survey. In 2014, a new survey
will be held, through which you can observe
the effectiveness of actions taken. In this
cycle, the research universe will be expanded
to include the Paper Mill MG and Sao Raoberto.
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CUIDA PROGRAM

Responsible for the planning, the technical support and guidance re-
lating to the policies, guidelines and strategies for the Health and Safe-
ty at Work of employees and service providers, the Specialized Security
Services and Medicine at Work (SESMT) in partnership with the Internal
Commissions Prevention of Accidents (CIPA) of the units.

Establishes an integrated management model in health and safety
with the aim of reducing the number of accidents. Campaigns focused
on health and quality of life of the employee and the study of working
conditions are part of the strategy of the program to achieve the pro-
posed objectives. Altogether, there are mare than 20 studies related
to health and safety activities to be held before 2016. The studies that
have been undertaken, approved and/or in progress, discuss electri-
cal services, working at heights, accident investigation, emergency
and contingency, blocking hazardous energy, confined spaces, forestry
work, unhealthy activities and operations.

EXCLUSIVE

ONLINE

CONTENT

In union agreements, no specific issues relating to health and

safety are dealt with beyond what is provided in the law. In 2013, 24
lost time accidents were reported. Although the target set for the
period has not been reached, a 21.6% reduction in the total number
of accidents was observed (with and without lost time).
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FREQUENCY OF TOTAL
ACCIDENTS (WITH AND
WITHOUT LOST TIME)
these issues and relevant management information shall be disclosed LESS THAN OR EQUAL

as follows: TO 17.16.

indicators have been enhanced, with the goal of making the manage-
ment more effective and establish a positive culture is addressing

From the integration of the Paper Mill MG and the subsidiary Sao 2014 GOAL: )’
Raoberto to the Company in 2013, the monitoring of health and safety KEEP THE RATE OF -

Frequency Rate of total accidents (with and without lost time)

42,76

25,14
I14 ,92

35,83 33,97

32,43
30,04

24,86
17,89 17, 70
15,77 16,57 5,93 1471
1,31
. s 91

Paper Mill SC Paper MillMG  Packaging SC  Packaging SP Resms Sao Raoberto Hflor Total

8 2on

27,23

Note: in the periods that were analyzed, the frequency rate of total accidents showed . 20M
zero index in the Corporate Unit or its subsidiaries IRANI Trading and Iraflor.

9,52%

Absenteeism rate

8,14%
7,99%

Corporate Paper Mill SC  Paper Mill MG Packaging SC  Packaging SP Resins Hflor Sao Total
Roberto

. 20Mm . 2012 . 2013

Note: in the analyzed periods, the rate of absenteeism showed zero in subsidiaries Irani
Trading and Iraflor index.

Rate of occupational diseases
2,00

1,23

0’51 0,56
Note: in the periods that were analyzed
the rate of occupational diseases sho-
wed a zero index in the Corporate, Pa-
. . per Mill MG, Packaging SC, Resins and
Paper Mill SP Packaging SP Total the Sao Roberto, IRANI Trading and

. 2012 . 2013 Iraflor subsidiaries
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Note: in the periods that were analyzed the rate of days lost was zero in the Corporate Units and IRANI Trading and Iraflor subsidiaries. We
saw an increase if the rate of days lost in Sao Roberto due to accidents between 2008 and 2012 that influenced the calculation, due to the
dismissal of the employees involved. With the integration of this company controlled by IRANI, a commitment was made to reduce accidents.
For this, the focus was on the recruiting of a technician to work with safety and accident prevention strategies.

Total number of accidents involving third parties

19
15
9
4
3 2
L @ =
— 0 " e ®

Paper Mill SC Paper Mill MG Packaging SC Packaging SP Resins Sao Total
Roberto

8 2o 8 20

Note: No work based accidents were reported involving third parties in Cor-
porate Unit or its subsidiaries IRANI Trading, Iraflor and Habitasul Florestal

No deaths of employees and/or service providers were registered in the period 2011-2013.

EXCLUSIVE
ONLINE
CONTENT

BLOOD DONATION CAMPAIGN VACCINATION CAMPAIGN
Guided by the Volunteer Policy, this en- ~ AGAINST INFLUENZA
courages its employees to be blood donors. The new Campaign held in 2013, covering

These actions are held in partnership with ~ all units and encouraging employees to be
the Concordia Blood Bank (SC) and the Santa ~ vaccinated against common and HIN1 flu

Catarina Hematology Center (Hemosc) - Joa-  free of charge. In all, 1,237 employees were
¢aba Unit. immunized.
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EMERGENCY BRIGADE

This is made up of volunteer employees
who receive training on first aid, care when
working at a height and in confined spaces
and are responsible for coordinating the
abandonment of the units in case of emer-
gencies. In 2013, rescue teams were formed
for all shifts in the Paper Mill and Packaging
SP units. In other units, the focus was on
the retraining of already established train-
ing teams.

SAFETY AND EXCELLENCE D1ALOGS (DSE’s)

Rapid training with the goal of sharing in-
formation about the risks of the workplace
and the ways indicated for prevention. The
frequency of these trainings accompany’s
the schedule of each area and may be held
daily or weekly.

GYMNASTICS IN THE COMPANY

CGymnastics in the workplace is offered
to employees as a preventive way to avoid
occupational diseases, and encourage the
guality of life of the employees. In the Pack-
aging Unit SC, this is accomplished through a
differentiated work where IsoSteching tech-
niques are implemented and physical thera-
py approaches, considering the work activity
of each group of employees. In 2014, theses
action are due to be implanted in the Paper
Mill MG and resin units.

WORKER HEARING QUALITY PROGRAM
(PQAT)

Focused on the adoption of initiatives for
the conservation of the hearing health of
employees, the program is based on NR7,
through periodic evaluations by profession-
als specializing in audiometric services.



INTEGRATED NOISE AND ERGONOMICS COM-
MITTEE (CIRE)

Seeks to improve the working conditions
and production optimization in Paper Mill,
taking into consideration aspects like physi-
cal, noise and ergonomic hazards. All IRANI
plants have specific ergonomics report,
which assesses the physical, cognitive and
organizational loads applied, considering the
environmental, labor and cultural differences

of each person.

RESPIRATORY PREVENTION PROGRAM
Aims to ensure the conditions for respira-
tory health of employees and caters a re-
guest from the MTE. In the Paper Mills SC,
Packaging SC and Resins SC units, evalua-
tions were conducted in the environments

Committee/
Commission

L AT O L ATO
CIPA 8 2 5 7 1 2 0 5
(e /5 0 000 000 O
Noise
Emergency 5 2105 4 0 3 24
Brigade
DSE 16 6 15338 6 4 3 98

CUIDAProgram 9 1 2 2 2 1 2 1

L
3

0

0

10

8

where employees have contact with chemi-
cals in order to ensure air quality and ad-
equacy of control measures and the use of
the safety equipment used.

ANTI-SMOKING PLAN

Since 2012, smoking on IRANI premises is
prohibited and subject to the application of
disciplinary rules described in the Internal
Regulations. In 2013, the program was ex-
tended to the Paper Mill MGC. In this unit,
of the 20 employees identified as smokers,
only seven were willing to participate in the
program. The others reported a reduction in
consumption and no employee is permitted
to smoke on the premises of the Unit.

AT O L ATO L ATUO L A
112 1 00 7 2 2 0 4 2 1
0 0 0 000 O O0OOTGOGC OO
1T 118 1 0 546 1 1 1 9 10 3
19 15320 10 25 3 288 0 0 0 O O O

T 12 101 2 2 8 1 2 2 2

Key: L (leadership); A (Administrative/Commercial); T (technical) and O (operational)

SUPERA PROGRAM

Through the Supera Program, annually, employees are evaluated

Overall average of competency
assessments of the SUPERA Program

based on Skills and Results. This program allows a deep analysis of

the performance and career development of each one. After evalu-
ation, individual action plans are developed and implemented that
are focused on employee development, for maintenance six monthly
feedbacks are held. At the end of the cycle, the evaluation result en-
ables employees get paid a portion which may vary between 20% and

150% of the salary.

One can perceive a clear impetus for the achievement of goals and

teamwork in the pursuit of superior results.

3,26 3,3

20m 2012
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Number of participating employees
Paper Mill SC § Paper Mill MG § Packaging SC | Packaging SP m

T O
0 5
0 O
2 30
0 O
2 1

3,31

2013

Percentage

of employees
represented

100%

50%

100%

100%

100%
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Quantity of employees (consolidated)

2.359

20m 2012 2013

Number of employees (by job category)

Number of employees (by gender)

1.969
1.394 1.434
II T i
Male Female

. 20Mm . 2012 . 2013

1.590

1138 1.150

Leadership

Age group (consolidated)

Administrative

Technical Operational

8 o 8 o [ BE

997
839 837
740
528
487
437
285 284
156
90 96
=] SR
e s O

Up to From 31
30 years to 40 years

From 51 Over 60

to 50 years to 60 years years old
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Time in the company (consolidated)

696 701

147
103
76
64 58 a7 4 28 38 38
Sl S8l E 8l S8l G080 0 oe® —ee . - .o
Up to From1to From 5 From 10 From 15 From From 25 to Over 30
Tyear 5years to 10 years to 15 years to 20 years 20 to 25 30 years years old

8 2on 8] o [ RUE

Turnover (%)
The goal related to the turnover of the

Company has been reached, as recorded in 24,87
the following chart. In 2013, the Unit Mill SC
also hit the target set for the period, record-
, 17,14
ing a rate of 9.48% of turnover. 16,76
20Mm 2012 2013
Proportion of men and women (by functional category) 1.383
945 375
245
184 193 190 207
Eefl o8 cefl- o0 68°H ra-8
Male Female Male Female Male Female
20M 2012 2013

. Leader . Administrative .Technical . Operational
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Number of employees by race (consolidated)
1.954

1460 1507

305
200 195 100

White Brown Black

8 2o 8 o B on

Number of employees (by business unit)

698694 721

388
353366356

139146 157

1 11

Corporate Paper Paper Packaging Packaging Resins Irani Trading HABITASUL Iraflor Sao Roberto
Mill SC Mill MG SC SP Florestal

8 2o 8 2o £ 2o

Corporate . Paper Mill SC . Paper Mill MG

636 634 659 159

62 60 62 20

Male Female Male Female Male Female

8 2on

8  BUE 8 2on

8 £ 2o 8 2on
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Packaging SC

233 236
216

77
64 60

Male Female

. 20m . 2012 . 2013

HABITASUL Florestal

108
95 93
53 49
44 I |

Male Female

8 2o 8 o [ BN

Irani Trading
4 4q 4
0 0 0
Male Female

8 2on 8

£ 2o

8 2on
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Packaging SP
315 314
296
57
51 42
Male Female

8 o £ 20

Resins

Male Female

. 20m . 2012 . 2013

Iraflor Sao Roberto

326

62

Female

B o £ 20

Male Female Male
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The prioritization of hiring employees from the surrounding communities is demonstrated in the graph below, althou-

gh there is no formal procedure involving this criteria.

Members of senior Maleagement from the local community (by %)
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EFFICIENT DIVERSITY PROGRAM

This was implanted in 2004 and has since extended to all IRANI units,
the program considers diversity issues and equal opportunities for
people with disabilities. Issues such as individual responsibility, profes-
sional qualification and the excellent performance are the big goals.

The program includes actions to adapt the work environment, ad-
aptation and integration of employees with disabilities. It also aims
to meet Article 93 of Law # 8.213/91 concerning the legal reserve for
positions for People with Disabilities (PWD).

Number of employees with disability’s (per business unit)

36
33
25
n
7 9
4
Corporate Paper Paper Packaging
Mill SC Mill MG SC

Packaging
SP

Sustainability Report 2013

Number of employees with
disabilities. (Consolidated)

20Mm 2012 2013

4 5
Resins HABITASUL Sao Roberto
Florestal

. 20m . 2012 . 2013

To send your electronic resume you be

aware of the location of the vacancy:

> Rio Grande do Sul:
oportunidadesrs@irani.com.br

> Santa Catarina:
oportunidadessc@irani.com.br

> Sdo Paulo e Indaiatuba (SP):
oportunidadessp@irani.com.br

> Minas Gerais (MG):
oportunidadesmg®irani.com.br
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Surrounding Communities

The following are considered to be Surrounding Communities, the
municipalities where the IRANI employees live with some form of
impact as a result of the Company’s activities, whether adverse or
beneficial.

Neighbors of industrial units in Santa Catarina, the Campina da
Alegria community is comprised of properties owned by Irani Trading
SA meant for renting to direct employees, traders, civil servants and
contractors. The management of rents is done with a computerized
system. There are also other buildings used for providing services to
the community, that are owned by the institutions installed in them.

In Santa Catarina, where it has been located for more than 70
years, IRANI is recognized as a provider of jobs and income for resi-
dents of the surrounding communities, it is reputable and commit-
ted to sustainability.

Being located in IRANIs own areas, Vila Campina da Alegria has
a high degree of dependence on IRANI on topics such as incentives
for the community in the form of environmental projects, incentives
for local businesses focused on the beautification of the location
and actions were identified as material during dialog cycles and con-

firmed by the Company's internal analysis.
With a population of approximately 700 resi-

dents, the local businesses in Campina da

Alegria are dedicated to meeting the basic
needs of the community with products and
services offered by bakeries, grocery stores
and market, snack bars, gas station and
auto repair shop and clothing and bazaar
items.

IRANI, to meet the units installed in this
community, tries to encourage the develop-
ment of trade by making purchases in the
local market, filling and washing its auto-
motive fleet, besides contracting coffee
breaks and buying food items for employ-
ees staying at the Company inn or who work
in the forestry areas. With these actions,
IRANI helps facilitate community trade
and directly influences the quality of life of
residents, especially traders and their direct
employees.




The presence of the Company’s industrial units in this community
generates positive impacts such as holding activities in partnership
with the government for improvement of common interest, and spe-
cialized educational institutions, offering residents opportunities for
training and development without cost or at the lowest possible cost.

In 2013, the Company prepared a registry of all residents in Campina da
Alegria with the objective of raising the demographic profile of the com-
munity, meeting the target released in the last sustainability report.

That same year, a survey was conducted with the abjective of evaluat-
ing various aspects related to community and environmental projects
carried out, promoting events and satisfaction with the management
of the area, as well as involving the community in initiatives such as
recycling cooking oil and food composting.

Services related to construction are recorded by means of a specific
document, which is signed by the resident of the house who is also re-
sponsible for assessing the services provided. The guality of the ser-
vices performed and the degree of satisfaction of residents in relation
to them are monitored monthly.

It has, since 2007, the Revitalization of Campina da Alegria Project,
which aims to promote activities for the well-being and the quality of
life of residents. IRANI is the interface with the Residents Assaciation
of Campina da Alegria (AMOCA) and the local government. These part-
nerships translate into actions of histarical recovery of the community
and encourage integration of residents through social, cultural, reli-
gious, and sport activities, besides doing works.

Difficulties such as the distance between Campina da Alegria and the
surrounding communities increases the cost of civil works of the Revi-
talization Project. Therefore, a team of employees was hired to devote
to exclusively dedicate themselves to the renovations. Hiring of service
providers from the surrounding areas was prioritized to build seven new
homes. The new homes have a system for the capture and reuse of
rainwater. The target set for the delivery of the nine new homes was
not achieved during the year.

Investment in works for Campina
da Alegria (InR$)

1,746,713.00 1,556,036.18 925,000.00

2014 GOAL:

DELIVER TWO NEW
BUILDINGS AND CIVIL
REFORM IN FIVE
OTHERS, COMPLETING
THE COMMUNITY
MASTER PLAN.

)’
=
\"H‘
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The construction of a Basic Health Unit
was started in Campina da Alegria aiming
to offer the community a better and more
suitable space for providing medical and
dental services. The funds were transferred
by the Federal Government to Vargem Bo-
nita (SC) and the project is scheduled for
completion in December 2014.

The interface between AMOCA and the
local government also provides revitalizing
the community infrastructure in public and
private projects. These last items are the re-
sponsibility of the planning and the inspec-
torate of the Company and the contracting
of services and buying material should be
from the surrounding communities when-
ever possible.

The optimization of human and mate-
rial resources of the Company and the lo-
cal government and the voluntary work of
the members of the community have made
possible the realization of various social,
cultural, religious, sporting, educational ac-
tions and collaborative cleaning efforts.
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INCENTIVES TO THE SURROUNDING COM-
MUNITIES

Residents of the surrounding communi-
ties, employees and their families, partners
and service providers participate in theater
and choir workshops offered by IRANI in
Campina da Alegria (SC). Social benefits are
perceived as personal development and the
integration of participants as well as the
ability to make joint decisions and leadership
empowerment. In 2013, the total investment
was R$138,000, with RS 96,000 for the the-
ater and RS 42,000 for choir

A partnership with the Military Police pro-
vided the implementation of the National
Drug Resistance Program in Campina da
Alegria (SC), benefiting 17 young people from
the 5" year of the Galeazzo Paganelli Basic
School.In order to recognize the five best stu-
dents in the Galeazzo Paganelli School of Ba-
sic Education and encourage them to contin-
ue their studies in an excellent manner, IRANI
launched the Featured Student Project. The
selected students were evaluated according
to their academic performance, attendance
and behavioral aspects and received monthly
scholarships. Participants underwent voca-
tional tests and the activities are monitored
by an educator who is dedicated exclusively to
the project, applying activities to develop each
ones potential. In 2013, R$ 30,000.00 was in-
vested in this project.

Through a partnership with the City of Var-
gem Bonita (SC), the Citizenship Week of
Campina da Alegria was held. The program

offers lectures on healthy living and guality
of life, motivation, entrepreneurship and edu-
cation, traffic safety and family, retirement
and pension benefits. The community could
also rely on the offer of public utility services
such as guidance from the municipal Council
of Guardianship, health-care services and is-
suing documents.

In 2013, IRANI donated an ambulance to
the City of Vargem Bonita (SC). In partner-
ship with AMOCA the Company also donated
machines and equipment for the installation
of a dentists office for the exclusive use of
Campina da Alegria residents and Company
employees.

Campina da Alegria Community

- Vargem Bonita (SC)
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In 2013, a pilot project for basic sanitation
form the Santa Catarina Company for Water
and Sanitation (CASAN) was implanted in
Campina da Alegria in order to ensure collec-
tion points for analysis of the water supplied
to the residents. The project also aims to
comply with the Ordinance 2.914/11, focused
on monitoring the water quality.

The program “Renewing Campina: IRANI
and your family doing this together” was con-
tinued, forming bonds of partnership with 22
families in the community for the painting of
buildings. Families enrolled in the program
receive a technical visit from the IRANI engi-
neering Dept. which quantifies the materials
necessary for painting. These materials are
purchased by the Company and delivered to
the family, who assumes the responsibility
for the execution of service within an agreed
time period between the parties. The closure
takes the form of a small get together party

with the family.
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In 2013, the “Family Horta program: cultivate health at home”, en-
couraged growing organic food and the quality of life of residents, at-
tending 46 families. The seeds are donated by the Secretaria de Estado
do Desenvolvimento Rural e da Agricultura (Secretary of State for Rural
Development and Agriculture) of Santa Catarina.

The partnership with the residents association and local organiza-
tions made possible the development of diverse and free courses to
the community, including short-term with a focus on empowering lo-
cal merchants.

In 2012, the amount of RS 430,755.52 was transferred to the City of
Vargem Bonita (SC) relating to the Services Tax (ISS). The amount rep-
resented 2.16% of the total collected by the municipality. In 2012, the
value was RS 430,755.52, relating to 2.75% of the total collected, and in
2011, the value and percentage of the total contributions amounted to
RS 399,424.28 and 2.35%, respectively .




Sustainability Report 2013

In 2002 a complementary law was passed Communication with the community of Campina da Alegria is
in the municipality of Vargem Bonita (SC) performed through the management of the Village, an area of the
in which the responsibility was transferred Company dedicated exclusively to the demands of the community.
to IRANI to withhold the payment of 3% The Open Conversation Journal is a monthly communication channel
from payments to its providers in cases recaognized by the locals as well as the notice board installed in the
of ISS payments. This percentage, 2.5% central square. These tools are available to the community for con-
is allocated to the municipality and 0.5% tent suggestions, including environmental issues and the dissemi-
is for the Campina da Alegria Residents nation of actions. When necessary meetings with the AMOCA board

Association (AMOCA) as a way to encour-  and residents are held.
age the development of this community.
The contribution totaling R $ 73,307.95 in
2013, provided the performance of several
actions in the community such as conduct-
ing courses, revitalizing the recreation area
CTG of the Silver Spur, acquisition of ma-
terials for Campina Fitness Gym, and the
support for events in general. In 2012, the
value was RS 82,603.16.
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In other surrounding communities around
Rio Grande do Sul, Sao Paulo and Minas
Cerais, communication is made through con-
tact with community leaders and the press.
Local development is encouraged through
the participation of the leadership of the
Company in representative associations.

In 2013, the first round of external re-
search in surrounding communities near
the units in Rio Grande do Sul was held
to identify environmental impacts due
to the presence or IRANI operations and
Habitasul Florestal. This study contrib-
uted to the FSC certification process for
strengthening relationships with the con-
sulted stakeholders.

The results of this study indicate a positive
image in relation to the Company. Despite
the difficulty in understanding the relation-
ship between the two companies, the com-
munity recognizes them by the generation of
employment and direct and indirect income
in the region, with good working conditions
and delivering on the signed contracts. The
communities also recognize as positive the
planting of Pinus in the region, which repre-
sents an alternative to the economy, previ-
ously devoted to the cultivation of onions.

Sustainability Report 2013

The service providers and owners of neighboring lands had a greater
degree of satisfaction in relation to the form of relationship and com-
munication. The location of the industrial plantin Tdnel Verde positively
influences local commerce. There are opportunities to approach stake-
holders as public administrators and social organizations.

The internal analysis of social impacts on the surrounding communi-
ties was reviewed with the help of managers throughout the Compa-
ny. Besides promoting the alignment of practices to the expectations
of the communities, this methodology contributes to the assertive
decision making for the implementation of projects and continued in-
vestment. This is a preventive measure, especially in operations that
are most likely to cause any significant negative impact.

Based on the Social Respansibility Palicy, the Company conducts
social investments and specfic donation focused on surrounding com-
munities, providing opportunities for income generation and produc-
tive occupations, as well as programs focused on training young peo-
ple and the access to culture.

Social investments (in RS)

Direct Investment 199,601.49 202,534.62 182,542.38
Rouanet Law 170,000.00 100,000.00 100,000.00
SP Cultural Action _ 137141 56.550.00
Program

Sports Incentive Law 5,000.00 - -
Municipal Rights

Fund of the Child and 5,900.00 = =
Adolescent

Timely donations 10,350.00 25,958.94 47,517.90
Total 390,851.49 339,864.97 386,610.28

O

To find out more on the projects and social activities encouraged by IRANI,
visit: http://www.irani.com.br/en/info/managing-for-sustainability
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Suppliers

Negotiations with suppliers meet specific
procedures for the identification, qualification
and evaluation. Suppliers are prioritized, be-
sides the appropriate conditions of quality and
price, they present sustainability practices.

Periodically, the purchasing processes under-
go internal and external audits, critical reviews
meetings to monitor the monitoring indicators
and assessments based on the Management
Excellence Model (GEM®). IRANI believes this is
an important step to engage their suppliers in
the commitment to sustainability.

In 2013, workshops were held in Vargem
Bonita (SC) and Indaiatuba (SP) in order to
share the first steps for the preparation of
sustainability reports as well as practical ac-
tivities for the familiarization with the GRI
methodology. The initiative involved the par-
ticipation of 131 people.

To strengthen partnerships and ensure the
continuity of business relationships, IRANI
evaluates its critical suppliers, through a tool
that measures the quality of the products and
services as well as the effective communica-
tion and business process. The result of this
analysis is translated in the form of the per-
formance index of suppliers (IDF). All suppli-
ers receive feedback about their performance.
In 2013, the practice was enhanced in order to
map the critical points in reviews and improv-
ing communication for the implementation of
action plans with suppliers who had an index
below the minimum score.

Type of supplier Region
Energy MG, SP e SC
Chips MG, SP e SC
Forestry PR, SCeRS

Pulp and Paper MG, SP, PR, SCe RS

Chemicals and otherinputs  SP, PR, SC
Logistics SP, PR, SC
Services MG, SP, PR, SC, e RS

Consumables MG, SP, PR, SC e RS

Specific criteria are applied according to the
buying groups distributed as: provision of criti-
cal services, usage and consumption and ex-
ternal services materials, critical and chemical
products, transportation and logistics service for
shipping, and FSC and forestry products.

Growth index score of suppliers
performance (IDF)

92,39 93,13

89,62

20m 2012 2013

The main suppliers that comprise the sup-
ply chain are the raw materials for the forestry
area, pulp and paper, wooden chips, and other
chemical inputs, use and consumption of lo-
gistics, services and energy. The number of
suppliers per group, the total purchase value
and the approximate percentage of the total

purchase amount is given below:

2013 .
ofh;l:lmblli!;rs I /:J::htao::sl
PP (in RS million) P

14 13 3%

87 88 17%

88 42 8%

43 54 10%

95 49 10%

63 32 6%

1121 31 6%

4,900 22 4%



Whenever possible, IRANI prioritizes making
purchases with suppliers from the surrounding
communities as a way to stimulate local devel-
opment. In 2013, we saw a substantial increase
in purchases of local communities due to the
integration of the Unit Paper MG and the Sao

Roberto subsidiary.

EXCLUSIVE
ONLINE
CONTENT

Total purchases from
local suppliers (in reais)

Percentage of total
purchases made
by the Company

Shopping with suppliers in the surrounding communities (in RS)

Balneario Pinhal (RS)
Catanduvas (SC)

Cidreira (RS)*

Concérdia (SC)

Guarulhos (SP)**

Indaiatuba (SP)

Irani (SC)

Joagaba, Herval d"Oeste and Luzerna (SC)
Mostardas (RS)**

Ponte Serrada (SC)

Porto Alegre (RS)**

Rio Negrinho (SC)***
Santana de Parnaiba (SP)***
Salto (SP)*

Santa Luzia (MG)**

S3o Bento do Sul (SC)***
Sao José do Norte (RS)*

Sao Paulo (SP)****

Tavares (RS)**

Vargem Bonita (SC)

Total

821,307
2,877,178

4,209,350
1,538,744
17,768,631
7,402,222

10,148,332
139,825.

1,179,421

540,265.

7,437,762

RS 54,063,036

* Monitoring of purchases at these locations commenced in 2012.
** Monitoring of purchases at these locations commenced in 2073.

*** Operations in this district were closed, and the community ceased to be regarded as an IRANI surrounding environment.

128,363.
2,397,261
361,782.
4,941,349
963,667.
17,529,533
9,125,582

10,983,463

48,434.

307,622.
257,599.78

2,470,072

8,487,083

RS 58,001,811

54,063,036

15.49%

453,026.
5,386,233
794,958.
7,775,772
166,384.
960,266.
21,428,460
9,386,954
2,594,220
11,595,679

5,045,880

1,329,748
1,154,556
4,350,922
4,776,590
903,428.
9,689,515

RS 87,792,592

58,001,810

16.74%

The amounts recorded in Guarulhos (SP) and S&o Paulo (SP), only includes purchases made to meet the subsidiary Sao Roberto. In
Porto Alegre (RS), purchases registered were for the head-office.

108,680,257

17.07%
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The 2" Meeting of Resin Producers was held in Mustardas (RS) with
the aim of bringing the Company closer to the pine forests owners,
resin producers and reinforce commitments with these audiences.

In 2013, the Forest Workshop was held with all the leaders of IRANI
for the presentation of business activities. Actions of the Wood Tech-
nology Committee were performed that was created to contribute to
the integration of forestry and industrial operations by analyzing pro-
cesses, identifying opportunities and defining actions for the continu-
ous improvement, maintenance of processes, technological innovation
and stability.

All forms of child Iabor or slave labor are repelled. In companies re-
sponsible for conducting forestry service, regular inspections are car-
ried out. Aligned with the FSC standard is applied the evaluation of
suppliers of wood and paper. Audits including wood suppliers to ascer-
tain compliance with the Purchasing Policy Wood and FSC principles,
including aspects related to human rights are also held.

In supply and/or services contracts signed from 2009 certain clauses
relating to human rights, quality of services and the environment were
contained. Upon registration of all providers, the black list of the Min-
istry of Labor and Employment (MTE) is consulted. In 2013, 10 suppli-
ers were identified in these conditions. Their registers with IRAN| were
blocked and may only resume trade relations with the Company after
the legalization of the affairs. The information is updated whenever
the MTE publishes an update to the site.

The contracting of suppliers, is impartial, transparent and ethical.
The Company declares itself in favor of the Anti-Corruption Law and
encourages this behavior with their suppliers. The Company seeks to
share its commitments to external initiatives with suppliers disclosing
the Global Business Pact for Integrity and against Corruption. About
60% of providers have access to the content of these pacts through
a link available on IRANI Online, sending along with the purchase or-
ders, and also accessing the Company's own website. For 2014, IRANI
undertakes to disclose these commitments to the leaders of its 300
largest suppliers.

In 2013, the integration of suppliers and service providers has been
strengthened through a specific procedure that aligns the internal is-
sues, health and safety, environment and documentation standards
required by law.

Legal and related environmental health and safety information as
well as feedback and issues of common concern are addressed through
regular meetings with forestry services providers.

The IRANI Supplier Program showed in-
dices recorded in 2013, 2012 and 2011 of
54.57%, 52.67% and 40.70%, respectively.
Despite the significant growth, the 60% tar-
get set for 2013 was not achieved. The main
factors influencing this outcome were the
difficulties encountered in the market and
reducing the volume of contractual purcha-
ses of some important items for the compo-
sition of this indicator.

Urban Forest Project, projected for 2013,
the target of maintaining 80% of wooden
chip purchases from suppliers witll'| stable
supplies. The index reached during this pe-
riod was 70.75%. In 2012, it was 72.41% and
in 2011, 61.76%. Throughout the year, the
availability of chips in Rio Grande do Sul
was reduced and, as a result, the Company
reduced, with due consent of the partner,
the guantities taken from existing contractsise
with some suppliers to ensure the economic
balance of this raw material. ;

The direct contact with the negotiating
team and the IRANI Quotes Online portal, _r‘
besides events, the corporate site and the =
sustainability report are the main forms of
communication with suppliers.



2014 GOAL:

MAINTAIN 60% OF SUPPLIERS WITH
LONG-TERM CONTRACTS IN THE
I[RANI SUPPLIER PROJECT

AND THE URBAN FOREST PROJECT,
KEEP 80% OF THE SUPPLIERS

OF CHIPS WITH STABLE
PURCHASING CONTRACTS.
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Number of service providers
(consolidated)

) >

\(‘-‘

2011 2012 2013
Number of employees (per business unit)
434
389
340
230
210, 226
6’6 7877,
31 34II
10 8 13
6 7 2 6 5
1-- __I I S — [ _-2 iiz N
Corporate Paper Paper Packaging Packaging Resins Irani HABITASUL  Iraflor HCGE Sao Roberto
Mill SC Mill MG SC SP Trading Florestal
8 2on 8 o (B
Governments

and Society

In 2013, IRANI created in its governance
structure, the Institutional Relations depart-
ment, responsible for the narrowing of com-
munication with government leaders and so-
cial organizations representative of the society.
Along with other IRANI leaders, this new field
supports and forwards processes and relation-
ships with representatives of local, state, fed-
eral governments and social agencies.

Pro-actively it develops and supports social
programs and actions in the surrounding com-
munities. Whenever possible, it has the sup-
port of local governments for the development
of socio-environmental projects. In 2013, it re-
ceived an honorable mention for the contribu-
tion to the development of Vargem Bonita (SC).

The Company has projects for the expansion of existing units and
the establishment of new industrial plants in the country, whose main
direct social impacts are linked to the generation of employment, in-
come and the recovery of taxes. These projects are presented and dis-
cussed with governments and entities, striving for influence in public
policy, increase the economies and social development, among other
impacts that may occur in communities where IRANI is installed or
may be installed.

The Company believes that the extension of benefits to dependents
of employees provides quality of life and significantly contributes in re-
ducing the burden of public services.

In Santa Catarina, which this is present in the Midwest region for 73
years ago, a certain degree of socio-economic dependence can be seen
by some municipalities in relation to the Company. To transform this
scenario, the IRANI leaders actively participate in representative bodies
in the region, encouraging through various actions, the sustainable de-
velopment of communities and municipalities in the surrounding areas.
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RANI conduz suas atividades de acordo com

as melhores praticas de gestao ambiental,
comprometendo-se, por meio de sua politica
ambiental, a atender a legislacdo vigente, a
promover a melhoria continua e a buscar a
prevencdo da poluicao. Pautada nos critérios
da legislacdo, monitora os pontos de impactos
ambientais decorrentes da atividade industri-
al como efluentes liquidos, emissdes gasosas,
residuos sélidos e sua disposicao final.

IRANI conducts its activities in accordance
with the best environmental management
practices, undertaking, through its environ-
mental policy to meet the current legislation,
to promote continuous improvement and
seek the prevention of pollution. Guided by
the criteria of legislation, monitors the points
of environmental impacts of industrial activi-
ties such as liquid effluents, gaseous emis-
sions, solid wastes and their final disposal.

The Environmental Management System
has a number of programs and monitoring
processes to minimize the potential impacts
for the purpose of undertaking business in
order to contribute to a healthy and balanced
environment, reinforcing its commitment to
sustainability. In 2013, all programs and envi-
ronmental monitoring were replicated for the
Paper Mill MG and the subsidiary Sao Roberto.

Several steps are taken to minimize the en-
vironmental impacts of the Company’s activi-
ties. Among the projects developed in 2013, the
highlight is the achievement of IS0 14001:2004
by the Packaging Unit SP, which demonstrates
their commitment to environmental issues
and practices focused on sustainability, as well
as to consolidate the credibility of IRANI with
stakeholders. The units in Santa Catarina are
undergoing a suitability process for the deploy-
ment of this certification, intensifying envi-
ronmental controls through monitoring wells,
soil surveys and performing the suitability of

restraints to prevent the contamination of soil
and water resources.

In 2013, we completed the first stage of
the Life Cycle Analysis of the FineKraft 35¢g
paper and corrugated cardboard packaging,
considering a scenario that covers activities
from the planting to shipping the products.
This work enabled the identification of 19
detailed impacts generated by the product
throughout its chain. The second phase will
be held in 2014 to extend the scope of the
study as far as the final disposal of the prod-
uct, enabling a more complete review of the
entire production chain.

Revalidation in the United Nations (UN) of
the Clean Development Mechanism (CDM)
Project of the CHP was effectuated after
seven years as well as the maintenance of the
CDM for the Wastewater treatment station.

2013

Realization of Life Cycle
Assessment of Products

Certification of the Packaging SP Unit
by NBR IS0 14001

Revalidation of the CDM
Co-generation Plant by the UN

Evolution of environmental
management in industrial units
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Actions with an environmental focus pro-
moted by the Company resulted in several
recognitions in 2013. For the seventh consec-
utive year, the actions have been recognized
by the Environmental Benchmarking Program
with the case-study “Water Resources Man-
agement”. With the scope and international
recognition, the Program aims to spread, the
strengthening and incentive to the adoption
of best socio-environmental practices in Bra-
zilian companies and institutions.

The Company was awarded the trophy for
the 20th Green Wave Ecology Award in the
Environmental Management category. The
award recognized a project developed over
recent years with the objective of mainlin-
ing the balance between industrial impactos
processes, environment and the surrounding
communities. The Company also received
the Certificate of Sustainability for the best
performance among the 93 participants in
the 9th Sustainable Management Survey, on
the “Environment” theme of 1SO 26000.

The Brazilian Technical Association of
Pulp (ABTCP) promoted the Pulp and Paper
Highlight award, nationwide, that recog-
nized IRANI as a reference in the Sustain-
ability category.

Environmental information that covered
the Paper Mill MG and the Sao Roberto be-
gan to be cleared-up in April 2013.

In 2013, no claims or complaints related to

environmental impacts were recorded.




Material Management

IRANI in its production process, uses a lot
of recycled paper, enabling economic and
social benefits, as it provides the recovery of
raw materials and relocates these in the con-
sumption cycle, generating employment and
income for chip suppliers and cooperatives.
Environmentally, this action reflects a sig-
nificant reduction in paper waste in landfills.

To answer the Notice of Public Appeal from
the Ministry of Environment (MMA) about
the implementation of the National Policy
on Solid Waste (PNRS), IRANI participated
in discussions of the Coalition to construct a
document that was sent for the analysis of
the MMA, which will give an opinion as to the
responsibilities of packaging paper producers
in the process of the selective collection for
the promotion of reverse logistics. Currently,
recycling of packaging paper promoted by
sector has reached an average of 70%. IRANI
is strongly engaged in this initiative, aligned
to PNRS.

Sustainability Report 2013

Percentage of recycled materials -
Paper Mills SC and MG

24% 22% 26%

20m 2012 2013

Percentage of recycled fiber --
Paper Mills SC and MG

65%
61% 60%
39% 40%
I I 35%
20m 2012 2013

Pulp Chips
. (virgin fiber) . (recycled fiber)
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Whenever possible, the Company recycles Percentage of chips recovered from the
its products after they are sold and used by Packaging SC and SP by the Paper Mill SC
the Packaging SC and Packaging SP units.

The chips generated from these units are 10,05% 9,82%
reprocessed by the Paper Mill SC and rein- 8,78%

serted in the production process. In 2013,

9.82% was recycled of all paper sold to

these units. This practice is used only be-

tween IRANI units to ensure the tracea-

bility of the product, since there is no evi-

dence that can prove its validity when the

chips are purchased in the market.

20Mm 2012 2013

The Material consumption in 2013 was equivalent to 922,382 tons
which is represented by inputs and raw materials such as wood, pulp,
chips, ink, glue, soda, borax, paper, wax and resins. Consumption du-
ring this period was higher than the previous year due to the integra-
tion of the Paper Mill and the Sao Roberto subsidiary in the determi-
nation of information.

Materials used in the production
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Of the total materials consumed, approximately 98% comes from

"’;I'?

renewable sources, according to the following table.

Volume of renewable and non-renewable materials (tons)

Paper Mill SC
Paper Mill MG
Packaging SC
Packaging SP
Resins

Sao Roberto
Total renewable materials
Paper Mill SC
Paper Mill MG
Packaging SC
Packaging SP
Resins

Sao Roberto

Total non-renewable materials

614,973.82
52,813.69
66,490.28
83,725.62
81,425.85
9,598.40

Renewable

909,027.66

10,744.48
1,026.81
619.38
656.27
307.83
0,00

Nonrenewable

13,354.76

Specific consumption of material (tons) per ton produced

Specific consumption/
gross production

Specific consumption/
net production

Paper Mill SC
Paper Mill MG
Packaging SC
Packaging SP
Resins

Sao Roberto
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Effluent Management

Effluent management is based on current
legislation, the National Water Resources
Plan and reducing losses and waste. The
reviews regarding the management of this
are directly linked to the achievement of
internal and external audits of certification
standards. The main impact of wastewater
generation is related to the eutrophication
of the aquatic environment in the Chapeco
River Basin.

Documented procedures are available that
are based on environmental laws that define
and guide the monitoring of liquid effluent,
by which the frequency of analyzes, param-
eters, responsibilities, records and specifica-
tions of the characteristics of the effluent
are established.

The monitoring includes analyzes of vari-
ous parameters and constants actions are
developed in order to reduce the volume of
effluent. By using daily worksheets, we can
proceed to the monitoring of physical, chem-
ical and microbiological parameters of the
effluent in compliance with applicable envi-
ronmental legislation. Periodic monitoring

el DT iyt

reports are sent to environmental agencies as evidence of meeting
the standards set out in legislation .

The IRANI history in relation to the reduction in water consumption,
effluent generation and loss of fiber shows that the actions of closing
the circuit implemented in recent years have been effective.

Volume of effluent generated (m3/year)

BT BT BTN TR

Paper Mill SC 4,761,352 4,497,216 4,186,864
Paper Mill MG Closed circuit
Packaging SC 4,629 13,034 10,890
Packaging SP 9,655 10,844 10,094
Resins 2,001 3,671 4,871
Sao Roberto Closed circuit
Total 4,777,637 4,524,765 4,212,719

Notes: In the closed circuit, the effluent is treated and returns to the process;

Until 2011, monitoring the amount of effluent generated only included industrial
equipment. In 2012, an increase of flow in the Packaging SC Unit was seen because
IRANI began to also monitor the sanitary effluent. The alteration in this follow-up
methodology included an estimate, calculated from the last three months of the
year, representing approximately 70% of the water consumed. This percentage was
replicated for all months in 2012. In 2013, IRANI implemented a flow-meter that will
make the monitoring of the total effluent more precise.




Specific volume of effluent (m3) per ton produced

N N N T N

Paper Mii SC 2276 21.02 19.18 24.36 22.48 20.56
Packaging SC 0.08 0.21 0.6 0.09 0.22 0.17
Packaging SP 0.13 0.14 013 0.14 0.15 0.14
Resins 0.62 0.62

Notes: In the Paper Mill MG and the Sao Roberto subsiduary the generation of effluent
is done in a closed circuit and therefore it is not destined to the water resources.

Destination of treated effluent

Sustainability Report 2013

2014 GOAL: ’
REDUCE THE AMOUNT
OF EFFLUENT TO ).
19.30 M3 PER GROSS

TON PRODUCED.

“ Water bodies affected Size of the water body

Paper Mill SC

Paper Mill MG

Packaging SC

Disposal in the Rio do Mato, in Santa Catarina, complies with the parameters of
CONAMA 430/2011. This river is not designated as a protected area.

Closed circuit

Disposal in the Rio do Mato, in Santa Catarina, complies with the parameters of
CONAMA 430/20T11. This river is not designated as a protected area.

Disposal is intended for the WWTP Indaiatuba (SP), complying with the

Packaging SP parameters of the Decree 8468/76. Is subsequently released in Jundiai River.
This river is not designated as a protected area.
Disposal is released in the Arroio Rancho Velho in the city of Balneario Pinhal,
Resins complying with the parameters of CONSEMA Resolution No. 128/2006.

71.2 km long

The effluent is not intended to
be sent to any water resource.

71.2 km long

110km long

5.8 km long

This river is not designated as a protected area.

Sao Roberto Closed circuit

Fiber loss

The number of fish found in the area of the
(monthly average)

Mato River, where the effluent is released

from the Santa Catarina units, is formed 433

generally by generalist species (e.g. Astyanax 379

scabripinnis, A. bimaculatus, 0. brevioris, G.
brasiliensis) which have some degree of flex-
ibility as to their food and reproductive needs,
adjusting easily to varying resources and the
alternation of common environmental condi-
tions for the region due to the altitude. Ac-
cording to the International Union for Conser-

vation of Nature (IUCN) Red book of species 2011 2012

threatened with extinction in Brazil and the
State of Santa Catarina, the threat of extinc-
tion is nonexistent for fish in the region.

In the Paper Mill SC there is a specific job to
monitor the fiber loss. As a result of actions
taken in 2013, it was found that there was a

2013

The effluent is not intended to
be sent to any water resource.

342

In 2013, there were no spills
that had a significant environ-
mental impact on IRANI indus-
trial units.

There was a reduction
of 37 tons of fiber
destined to the
WWTP, improving
the efficiency of the
equipment.

reduction of 37 tons of fiber loss compared to
fiscal year 2012.

IRANI

There were savings of
RS 15,985.46 in 2013,
through actions to
reduce fiber loss.
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Solid Waste
Management

The solid waste management is guided
by the IRANI Solid Waste Management pro-
gram, which prioritizes the reduction, recy-
cling and reuse of waste and is in line with
the current National Policy. Through this pro-
gram, there is a strict control of waste gener-
ated in the production process.

Specific procedures guide the collection,
storage and proper disposal of all waste
generated in the Company. The separa-
tion is performed in accordance with NBR
10.004/2004 in Class | (hazardous) waste,
Class II-A (non-inert) waste and Class II-B
(inert) waste. The storage of this material is
carried out in appropriate locations according
to the characteristics of each waste product
in order to avoid contamination of the soil,
groundwater and water resources.

The management is increasingly more ra-
tional, increasing the rates of reuse and re-
cycling and reducing the volume of material
disposed of in landfills. Only 9.46% of the to-
tal waste generated in 2013 in the Paper Mill
SC were sent to the industrial landfill. The
remaining waste was recycled and reused in-
ternally or externally.

2014 GOAL:

REDUCE THE TRANSFER OF
WASTE TO THE LANDFILL
TO RATES BELOW 11% IN
THE PAPER MiLL SC.

)’
il
\\.‘

As a contribution to reducing the percentage of external recycling
and the percentage of waste sent to landfill, the Company has de-
veloped an innovative project that consists of a separation plant for
plastic and fiber. Plastic can be used in various applications like pole
cross-arms, pallets, railroad sleepers, plastic wood, ecological tiles,
among others.

A reduction of 72 tons of plastic
and 68 tons of fiber, which

are no longer intended to be
sent to the industrial landfill,
contributing to the increase of
their useful life.

Hazardous waste received specific treatment performed by speciali-

Savings of RS
29,240.00 in 2013,
were attained through
the fiber recovery
that was returned to
the process.

zed companies that perform the collection and promote the transport
and treatment. The lamps are decontaminated and recycled, il is refi-
ned and reused, batteries and ambulance room waste are transported
to a Class I landfill . The contractors have an environmental permit for
transportation, as well as for the handling of the waste to meet the
requirements of the environmental agency.

Hazardous waste (tons)

Waste generated and treated

Paper Mill SC 17,43 115,27 19,07
Paper Mill MG 2,46
Packaging SC 31,46 21,06 25,48
Packaging SP 1,00 1,12 118
Resins 0,00 0,90
S#o Roberto generated i the prod.
TOTAL 49,89 137,45 149,09
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Total waste generated by the units (tons)

Paper Mill SC Paper Mill MG Packaging SC Packaging SP m TOTAL

20M 185,742 9,500 8,416 188 203,856
2012 182,838 9,029 9,044 462 201,374
2013 187,275 2,405 10,13 9,573 2,321 2,950 214,643

Total weight of waste generated (by type)

177.257 175.292
163.716

37.461 39.201

26.460

Class | Class II-A Classe II-B

Total weight of waste by disposal method

112.375
101.340 103.565

87.614
82.965

73.027

. Recycled externally

23.464 . Recycled internally

£ Lanaril

18.454 17.069

20m 2012 2013

Total weight of waste by disposal method - SC Unit Paper

60,40%
55,20% 54,81%

35,69% 35,73%

29,97%

Recycled
internally (%)

Recycled or processed
9,46% externally (%)

. Sent to an industrial
landfill (%)

20m 2012 2013
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Management of atmospheric
emissions

Atmospheric emissions are characterized as one of the main environ-
mental issues because of industrial operations. The emission of Green-
house Gases (GHG) is directly related to global warming. The emission
of non-condensable gases (GNCC and GNCD) can cause a characteristic
odor and soil acidification. Over the years, Irani has devoted efforts to
mitigate the impact caused by emissions into the environment and
surrounding communities. Remove the atmosphere an amount ex-

’ ceeding that emits carbon, demanstrating that their activities are Car-

bon Neutral.

According to the current environmental regulations, IRANI periodi-
cally monitors the emission points of their industrial units through
the Fixed Sources of Emissions Program from Stationary Sources. All
points are cataloged, identified and periodically they have to define the
concentration of emitted gases.

Also periodic monitoring of air quality is performed, and the analy-
sis is performed at points where there is a large movement of people
from the industrial units in Santa Catarina and in the Campina da
Alegria community.

The GHG inventory is prepared in accordance with procedures and
practices recommended by the GHG Protocol and in accordance with the
principles and requirements of the I1SO 14.064:2006 International stan-
dard. The Inventory is the principal source of information on atmospheric
emissions to the extent that it aims to identify and quantify all relevant
sources of emissions and the reduction/removal of greenhouse gases.
This work helps to environmental management to identify and assess
the feasibility of new Clean Development Mechanism (CDM) projects.
The Company has, since 2006, carried out the GHG inventory of emis-

sions and removals, that is prepared in accordance with the proce-
dures and practices recommended by the GHG Protocol as the
principles and requirements of the ISO Standard 14.064:2006

and aligned to the National Policy on Climate Change. The
Inventory is the main source of information on atmo-
spheric emissions and it aims to identify and quan-
tify all relevant sources of emissions and remavals

of greenhouse gases. This work helps environ-
mental management and allows for the
identification and quantification to identify
and evaluate the possibility of new Clean
Development Mechanism (CDM) projects.
The following are considered as Scope 1

sources of fuel, reagents, waste and ef-
fluents, Scope 2 includes purchased
energy and Scope 3 covers

waste combustibles.



The new base year for information regarding the GHG Inventory became 2013. This is due to
the incorporation of the Paper Mill MG and Sao Roberto, as well as changes in the GWP - Global
Warming Potential parameters and the increased use of thermoelectric power stations in Bra-
zil. These variables influenced the recording of the information presented below.

Scope 1- Direct GHG Emissions (in tons of CO,e)

71.850 72.515

42,557

17.454

13.003
s aq7 10-846  10.823 .

2006 2007 2008 2009 2010 20M 2012 2013
(base year)

Scope 2 - Indirect Emissions by Energy (in tons of CO,e)

7.279

2.480 2,432
1.118 1.013

1400 1.520
HE He

2006 2007 2008 2009 2010 201 2012 2013
(base year)

Scope 3 - Other indirect GHG emissions (in tons of CO,e)

11.665

10.414
9.910

9.315
6.927
5741 5945
i I I

2006 2007 2008 2009 2010 20M 2012 2013
(base year)

The mapping of emissions at the Paper Mill MG and Sao Roberto will be improved in 2014.
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Throughout 2013,the Resins Unit presented operational problems in the Wastewater Treatment
Plant. A new treatment plant will be implemented to rectify the situation. The following chart inclu-

des all sources of emissions.

Tons of CO.e per ton produced in 2013

1,79

0,72
0,22
0,07 0,03 0,08 -
= —
Papel Mill SC Papel Mill MG Packaging SC Packaging SP Resins Sao
Roberto

Notes: The chart considers the gases CO,, CH, and N, converted into CO,e.

Since 2009, IRANI has had a partnership
with the National Transport Confederation
(CNT), Federation of Transport Companies
Freight and Logistics in the State of Santa
Catarina (Fetranscesc), The Union of Cargo
Transportation Companies of the West and
Midwest od Santa Catarina (Setcom) and
the Union of Cargo Transportation Compa-
nies of Catanduvas and Region (Setccar) in
the Clean-Up Program, in the Vargem Bonita
units. Based on Scope 3 of the GHG inven-
tory, the objective is to reduce air pollutants
emitted by vehicles, mitigating the environ-
mental impacts of transporting products,

Atmospheric emissions (mg/Nm3)

contributing to improved air quality and the
rational use of fuels. It also promotes envi-
ronmental education for carriers, aiming to
make them vigilant and to disseminate good
environmental practices.

IRANI joined the monthly measurements
program on all vehicles, internal and out-
sourced, performed by a qualified technician.
If they are within the correct parameters, the
vehicles are approved and given a specific
seal. Between 2009 and 2013, 2,088 mea-
surements were performed. The average
percentage of approved vehicles was 82%.

MP/gross production NOx/gross production

| zon | 2012 § 2013 J zon | 202 | 2013
2.42 1.27

Paper Mill SC 479 11.85 12.08 2.23

Paper Mill MG 0.37 0.91
Packaging SC 0.01 0.03
Packaging SP = 0.07
Resins 5.32 1.22

Notes: Prior to the 2013 periods they did not include conducting atmospheric tests in Packaging SC, which is supplied by a boiler in the Paper Mill SC.
The boiler installed in this unit is turned on a few times a year and has low air emissions, as shown in the table. In the Packaging SP, the analysis of
particulate does matter because of the fuel used in the boiler; this monitoring will be extended to the Sao Roberto subsidiary in 2014.
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From 2013, IRANI began to adopt the CML-IA methodology to monitor emissions from the re-
frigerant R-22, also known as HCFC-22 or chlorodifluoromethane, used for the maintenance of
air conditioners. The characterization factor is 0.05 kg of CFC-11eq for each kilogram of HCFC-22.

Emissions of substances that destroy the ozone layer (in kilograms of CFC-11 eq)

73

69
40
8 won
8 v
0 0,7 1,4 3 3 3
Paper Mill SC Packaging SC Packaging SP . 2013

Note: The information in this monitoring of the units Packaging MG and Resins and in the Sao Roberto subsidiary will be implanted in 2014

Number of measurements taken in trucks from the Vehicle from the Paper Mill SC and Packaging SC
Paper Mill SC and Packaging SC approved in the vehicle inspection
93%
645 85%
545 72%
372
28%
15%
7%
20M 2012 2013 20M 2012 2013

. Vehicles approved . Vehicles disapproved

Note: In the Packaging Unit SP, monitoring was initiated in
late 2013 and is made internally using the Ringelmann Scale.
The data will be compiled and published in 2014. The Paper Mill
MG and the Sao Roberto subsidiary wll initiate monitoring in
the coming years. IRANI has two CDM projects, the Co-generation Boiler

and the Modernization of the Wastewater Treatment
Plant. These projects replace old sources of methane
emission for carbon dioxide and contribute to minimizing
global warming and the reduction of GHG emissions.
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Certified reductions in emissions from the Cogeneration Plant (in tons of COze)

1.117.749

157.059 159311 174.535 181.830 180.057

115.233 135.611
a0 8E8808 - -

2005 2006 2007 2008 2009 2010 20m 2012 2013 Total

Certified reductions in emissions from the WWTP (in tons of CO,e)
239.500

30.707 39.100 34.081 34.239 37.687 37.792

2007 2008 2009 2010 20m 2012 2013 Total

Total Emissions (tons CO,eq)

Balance

I 28.101
. 91.459

n
© -
w n
R g
Total Removals -
—

Total Emissions

-447.776

-525.461
-537.625

-527.849

-515.055
-487.458

-577.160
-668.534
-622.971
-675.637
-578.917
-651.668
-603.798
-650.701
-700.640

-728.741

8 2006 () 2007 £ 2008 £ 2009 B0 B o 8 o [ B
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Extent of mitigation of environmental impacts of products and services

I I

Paper Mill SC

Paper Mill MG

Packaging SC

Packaging SP

Resins

Sdo Roberto

«In 2013, 72 tons of plastic and 68 tons of fiber were no longer to be sent to the landfill because of the
implantation of a plastic recycling plant, and fiber recovery plant. This measure allows for increased service life
of the landfill and conserves natural resources.

« Construction of wells for groundwater monitoring and probing for the analysis of sail quality.

« Approval of the investment for the containment of transformers and enclosures in the warehouse, which helps
to avoid soil contamination.

« Disposal of waste from the manufacturing are to be co-processed in cement kilns, serving as fuel. This action
prevents the destination of 268 tons to the industrial landfill
« construction of an oil containment wall around the boiler to prevent soil contamination

« Acquisition of approximately 80% of used pallets, reducing the consumption of raw materials

« Construction of contention embankments and interconnection network of chemical effluents in all areas that
use chemicals, the building splitter boxes for the areas that use them/or generate lubricating oil

» Waterproofing of all contention areas for chemicals.

« Construction of wells and groundwater monitoring for the analysis of soil quality.

« Buffering the decanter, cleaning and covering the unused biological tank from sewage treatment station and
drilling of artesian well, contributing to the reduction of environmental impacts and obtaining the ISO 14.0001
certificate.

- Replacement of pipework to supply of drinking water from the water treatment station to the tank (water tank)

 Waterproofing the internal reservoir for legal compliance

» Aquisicao de, aproximadamente, 80% de paletes usados, reduzindo o consumo de matérias-primas

« Construcao de digues de contencao e rede de interligacao de efluentes quimicos em todas as areas que utilizam
produtos guimicos, construcao de caixas separadoras para as areas que usam e/ou geram 6leo lubrificante

» Impermeabilizacdo de todas as contengdes de produtos quimicos

« Construcado de pogos de monitoramento do lengol fredtico e sondagem para andlise de qualidade do solo

» Tamponamento do decantador, limpeza e cobertura do tanque biolégico desativado da estacao de tratamento
de efluentes e perfuracao de pogo artesiano, contribuindo para a reducao dos impactos ambientais e obtencao
do certificado ISO 14.0001.

« Substituicao das tubulagdes de aducao de agua potavel da estacdo de tratamento de agua para o reservatério
(caixa d’agua)

» Impermeabilizacao interna do reservatério para atendimento a legislacao

« Installation of a deep bore wells for groundwater extraction in accordance with the environmental licensing
agency, to replace the current wells, lowering the risk of groundwater contamination and improving the quality
of water obtained. This resulted in the decreased use of chemicals for the water treatment used in the boiler

» Approval of three projects for the reduction of environmental impacts to be implemented in 2014:
1) Drilling a bore-hole with an automatic filter for removing fluoride

2) Acquisition of compact effluent treatment plant to improve the treatment system of effluent such as ink and glue
3) construction and/or adequacy of containment system for chemicals that are used and stored; Construction of
oil separation tanks for pipes from the contention of chemicals that use this type of material and construction
of monitoring wells for the groundwater survey for the analysis of soil quality
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Environmental investments in 2013

88

Costs of waste
disposal,
treatment of

maggtﬁ:;;ecﬁt Restoration of the area around the lakes PEER ISt [ 19,624,53
preservation area and the Anta Stream Packaging SP RS 48,744.61

Paper Mill SC R$1,206,999.82

Packaging SC RS 78,577.58

Waste Disposal Swtable 0ol G i B Packaging SP RS 49,919.52
in the process

Resinas RS 18,914.00

Sao Roberto

RS 151,698.20

emissions. and Paper Mill SC RS 28,396.74
remediation .
costs Monitoring of Water Resources, Packaging SC R$38,367.00
External gnalytmal Air and SOII|, Wastewater, construction Packaging SP R$ 33100.00
laboratories and analysis of water from wells,
tank cleaning. Resinas R$12,791.00
Sao Roberto RS 29,481.00
\B/ﬁZICC;fnnngﬁglodg Zolre;hriz Adequate disposal of waste Paper Mill SC RS 11,119.89
E0n§truction of Preyention of accidentg vvh‘ich may cause Packaging SC RS 57,340.00
retaining walls environmental contamination
Paper Mill SC RS 13,040.07
Packaging SC RS 13,040.06
FSC Certification Audit and FSC annuity
Packaging SP RS 24,775.22
Resins RS 5,566.00
Advice relating . . -
to environmental S];Ja:gt\\//ean:gnetr;wronmental monitoring Sao Roberto R$13,420.00
management processes p
IS0 14001 Certification ~|1VeStment in infrastructure and IS0 Packaging SP RS 118,400.00
14001 certification sing ' ’
ACV Analsis of Life Cycle Assessment of Products ~ Paper Mill SC/Packaging SC RS 36,749.90
Environmental Sensibilizacao e motivacao de stakeholders Paper Mill SC R$12,462.93
Education para o desenvolvimento de acoes
conscientes e favoraveis ao meio ambiente Packaging SC RS 6,685.46
- Awareness and motivation of
c?:;::;:z:t::d Ichthyofauna Project stakeholders to develop conscious and Paper Mill SC RS 47,955.00
znvironmental environment friendly actions
management Paper Mill SC RS 286,560.72
. Monitoring of relevant environmental | and
Licenses environmental licensing legislation and Paper MG RS 30,563.21
acquisition of the applicable standards
Resins RS 11,149.00
. Validation and reducing of emissions via .
CDM project the COM projects (CERs) Paper Mill SC RS 28,105.26
Plastic Separation Reuse the plastic reducing the percentage )
Plant of waste sent to the landfill Fepper (Al STt RS 5E.101L50
Instqllatllon of Enwronmental monitoring of the quality Paper Mill SC RS 48.150.00
monitoring wells of the soil and groundwater
Reeularization of Regularization of the tubular well avoiding
TugularWell contamination of groundwater and licensing ~ Resins RS 66,250.00
by the State environmental agency.
Renewal of Operating . . . .
License, CADRI's, CRQ, ]Boerggliitlt?jli?adtceog;%“;nce with faws in Packaging SP RS 29,573.41
CRBIO, City Hall
Total RS 2,631,821.99



Sustainability Report 2013

Environmental investments (RS)

7.850.000
5.887.456
2.631.822
20Mm 2012 2013

Note: In 2011 and 2012, major projects such as the
step-down substation and effluent treatment in the
MPV system were implemented, raising the value of
environmental investments in these periods.

Environmental education program

IRANI aims to spread environmental education to a wide audience that In 2013, 1474 hours environmental education
includes employees and residents of the surrounding communities. for employees were provided During this about
Develop environmental education and support projects for environmen- 5,813 people became involved, including em-
tal purposes in conjunction with schools and community groups seeking  ployees, students from surrounding schools,
to involve the various stakeholders. To do so, carry out actions throughout  suppliers, customers and the community.
the year emphasizing holidays that are consolidated in the calendar such
as Water Day, Environment Day, Arbor Day and Day of the River

Hours available for People involved in
environmental education environmental education
5.813
1.543 4,442
1.489 1.474 :

3.709

20Mm 2012 2013 20Mm 2012 2013
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The ACV of the FineKraft 35g paper and corrugated cardboard pack-
aging was initiated in 2012 by the Life Cycle Analysis Research Group,
from the Federal University of Santa Catarina (UFSC). The first stage
of the study was completed in 2013. This research aimed to describe
and analyze the main processes of pulp and paper that create environ-
mental impacts, a scenario that contemplates from the production of
raw materials to shipping the finished product (cradle to gate) using
the SYMAPROsoftware associated the CML model of the Linden Uni-
versity, the Netherlands. The tool allows measuring of any point along
the supply chain, the impacts associated with the product and/or the
manufacturing process to the delivery of the product to the final con-
sumer, as well as to evaluate various scenarios.

PSP e
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At all stages analyzed were data on chemicals, origin, quantity, inputs, energy consumption, production and transpor-
tation. Data was entered into the software and then the different analyzes were performed, according to the 19 catego-
ries of impacts presented in the following table:

Bread bags Cardboard box
Impact Categories

Climate changes Kg CO,eq -29 -4.002 -26 -31
Depletion of the ozone layer Kg CFC-Tleq 0.0000001 0.0001 0.00002 0.00003
Human toxicity Kg1,4-DB eq 4.8 657 106 126
Formation of photochemical oxidants Kg NMVOC 0.04 6 2 2.2
Particle formation Kg PM 10 eq 0.02 3 0.9 1
lonizing radiation Kg U235 eq 0.8 109 34 41
Terrestrial acidification Kg S0,eq 0.04 6 2 2.3
Aquatic eutrophication Kg P eq 0.002 0.32 0.07 0.08
Marine eutrophication KgNeqg 0.02 3 1.2 1.4
Terrestrial ecotoxicity Kg1,4-DB eq 0.01 0.8 04 0.5
Agquatic ecotoxicity Kg1,4-DBeq 0.06 8 1.6 2
Marine ecotoxicity Kg1,4-DB eq 0.05 7 1.5 2
Occupation of agricultural land m2a 12 1.587 123 146
Occupation of urban land m2a 02 27 2 2.7
Transformation of natural land m? 0.004 0.54 0.17 02
Depletion of water m3 033 46 4 5
Depletion of metal Kg Fe eq 0.5 65 17 20
Fossil Depletion Kg oileq 2 242 107 127
Cumulative energy demand M) 97 13.332 6.490 7.699

Note: the impact category “climate change” shows negative results, which means that carbon sequestration from forest plantations is greater
than the emission of greenhouse gases.

Actions Related to the mitigation of these > Perform purchase of 100% renewable energy, helping to reduce GHG
impacts are being studied as a way to reduce emissions associated with non-renewable sources emissions that
the environmental impacts. With prelimina- contribute to climate change;
ry results, some possible solutions to reduce > Deploy collection of non-condensible gases that aid soil acidification;
environmental impacts were listed as: > Deploy the closure of the effluent circuit in industrial units in Santa

Catarina,reusing them in the process. Thus, the environmental im-

pacts on water resources will be reduced.

In 2014, the ACV study will consider the universe from the cradle to
the cradle, ie, the production of raw materials to the stage of recycling
or disposal of the product in landfills.
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EXCLUSIVE
ONLINE
CHAPTER

Energy Management

In 2013, 80% of the energy demand of the Paper Mill SC was supplied by the Company’s own production from three
hydroelectric plants located in the vicinity of this unit, and a thermoelectric units powered by biomass.

Percentage of self-generated and purchased
power in the Paper Mill SC

80%
77%

69%

31%

o
23% 20%

2011

. self-generated energy . purchased energy

2012 2013

Thermal and hydro power generated in the

Paper Mill SC

n
[y
~
=]
N
~N

224.388

Over the years it has been possible to obtain a reduction in power con-

sumption due to the investments in preventive and corrective mainte-

nance, as well as in the generation and transmission of energy. In 2013,

the Packaging SC deactivated Corrugator |, an old machine that had a

high power consumption. With this, the Company reduced the energy
consumption calculated in the year by 75.77 MW. In the Paper Mill SC,

Purchased energy (in G))
0
3
g

o
m
m
<
m
]

63.945

25.601
25,338

Paper Mill SC

8 2on

Paper Mill MC

[ [

£ 20

25.065

22.484
23.095
24.083

Packaging SC

Packaging SP

248.292
233.075
225,205

2012 2013

. Water (G))

()

several actions were undertaken in the areas
that resulted in the reduction of 45.908MW in
the period . Energy consumption was stipula-
ted as one of the overall goals for the evalua-
tion of the results on the structure of the Unit
in the SUPERA Program.

58.711

3
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The amount of energy purchased by the Paper Mill SC, in 2013, decreased 42% to the base
year 2004, as is shown in the following graph:

Amount of energy purchased and the respective percentage of reduction (MWh)

- Paper Mill SC
60.000 0
55.720
5

— 50.000 49.985

= 10 3
z ~
T 40.000 37.314 15 5§
[« =
g 32.404 0 3
‘S 30.000 o
a 25 g
> 3]
‘£ 20.000 30 €
c [«9)
5 B 5
< 10.000 &

40
0 45
2004 ano base 20M 2012 203
. Purchased Energy Percentage reduction compared to 2004

Note: \We defined 2004 as the base year because the date marked the installation of the Energy Co-generation
boiler, that uses biomass.

The specific energy consumption has been decreasing over the years, at the Paper Mill SC.
In 1995, the consumption that was calculated was 1.30 MWh of energy per net ton produced.

In 2013, this consumption was 0.78 MWh of energy per gross ton produced, representing a
decrease of 40%.

Specific energy consumption (in MWh) per ton produced

e . e . 2014 GOAL:
Specific consumption/ Specific consumption/ M
gross production net production AINTAIN THE
SPECIFIC ENERGY
XN EIHEZE EZE EZEEEE covsuvenonar

0.80 M\WWH /NET TON

Paper Mill SC 077 075 073 0.82 0.80 078 PRODUCED AT THE
Paper Mill MG - - 0.40 - - 0.41 PAPER MiLL SC.
Packaging SC 01 0.12 0.1 0.12 0.12 0.1
Packaging SP 0.09 0.08 0.09 0.09 0.09 0.09
Resins - - 0.04 - - 0.04

Sao Roberto - - 0.22 = = 0.23

¢
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The main fuels for the production of thermal energy used by the
Paper Mill SC and Packaging SCis forest waste from their own are-
as and planted forests, and pine and eucalyptus from suppliers in
the region, that covers the timber sector and is encouraged.

Fuel consumption

Paper Mill SC Biomass (tons) Renewable 422,207 2,932,413 403,827 2,804,758 419,534 2,913,848
BPF oil (tons) Norenewable 396.14 16,004
Paper Mill MG
Natural gas (m3)  Norenewable 13,060,85 509,504
Packaging SC  BPF ail (tons) Norenewable 71.09 2,872 30.3 3,648 100,719 4,069

Packaging SP  Natural gasl (m3) Norenewable  1481,760,54 57,803,479 1955,353,92 76,278,356 1,605,288 62,622,285
Resins Biomass (tons) Renewable 1,850 7,338

Sio Roberto Natural gas (m3)  Norenewable 5,607,615 218,753,052

Steam consumption

Unidade
|
Paper Mill SC 1,182,155 2,361,946
Paper Mill MG 62,572 123,267
Packaging SC 27,159 54,264

Sao Roberto 18,831 36,288

TOTAL 1,290,717 2,575,764
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EXCLUSIVE
ONLINE
CHAPTER

Management of water resources

The main environmental benefits in the implantation and conti- the reuse of water and the reduced gene-
nuity of water management are: ensure the community and em- ration of waste by means of closed circuits
ployees that the rivers, springs and streams located in areas close in productive areas. Water consumption is
to the company are protected according to existing laws, maintain one of the global targets set for the pe-
the permanent preservation areas, and ensure that the effluent is riod in the review of Unit results in Supera
dispersed in the appropriate conditions. This suggestion includes Program.

Total water withdrawal by source (m3)

Water consumption

Total Percentage Total Percentage Total Percentage

Surface - River 5,597,552 99.77% 5,525,973 99.81% 5,078,414 39.79%
Paper Mill SC

Casan 12,701 0.23% 10,732 0.19% 10,822 0.21%
Paper Mill MG Well - - - - 105,717 100%

Surface - River 9,381 60.59% 11,815.82 70.18% 11,168 65.92%
Packaging SC

Casan 6,101 39.41% 5,020.85 29.82% 5,773.71 34.08%
Packaging SP Well 29,172 100% 27,365.90 100% 29,504.80 100%

Well = = 45,763 = 39,537 96.94%
Resins

Corsan = = 788 = 1,247 3.06%

Well - - - - 96,153 99.78%
Sao Roberto

Sabesp = = = = 216 0.22%
Total 5,654,907 5,627,458 5,379,553

Specific water consumption (in cubic meters) per ton produced The specific water consumption has been

reducing over the years. The technologies

Specific consumption/ Specific consumption/ deployed in Paper Mill SC allowed the reuse

gross production net production

of water in some cases using closed circuits.

mmm mmm These measures meant that the Company

Paper Mill sC 26,81 2587 2332 2870 2768 2499 failed to capture, on average, the equivalent
Paper Mill MG - - 2,35 = = 2,46 0f 15,602,850 m3 in one year.

Packaging SC 0,25 0,28 0,26 0,28 0,28 0,27

Packaging SP 0,40 0,36 0,38 0,42 0,38 0,40

Resins - - 5,16 - - 5,16

Sao Roberto = = 1,30 = = 1,39

36



Sustainability Report 2013

Analyzes, parameters, responsibili- Amount of recirculated water

ties, records and specifications for the
;

control of the characteristics of water
] ETE HPB 300,00 216,000.00 2,592,000.00

resources have a given frequency and
o . TC1 450,00  324,000.00 3,771,612.72

occurs by monitoring water quality,
. ) . TC2 450,00 324,000.00 2,820,344.51

addressing all the physiochemical and
) ) ) TG3 250,00 180,000.00 2,098,893.60

microbiological analyzes, and through
o _ , Torres 500,00  360,000.00  4,320,000.00

monitoring of all species of fish present
Total 1.950,00 1,404,000.00 15,602,850.83

in the areas examined. The monitoring
of fish populations is performed, since
2011, by authorization of the Brazil-
ian Institute of Environment (IBAMA)

Percentage of reused water - Paper Mill SC

in the area of influence of the reser- 73% 72% 7%
voirs of Small Hydroelectric Units at
Sdo Luiz, Cristo Rei and Flor do Mato.
Based on the results obtained, could it
be possible to define in the future, the
conservation and management mea-
sures of the fish community suitable
for community tanks.
2011 2012 2013

Results of Fish sampling in Small Hydroelectric Power Units (SHP) Reservoirs - 2012

5 8

Sao Luiz 338
Cristo Rei 6 7 198
Flor do Mato 5 9 279

Water sources significantly affected by the withdrawal of water

The uptake occurs in the watershed of the Rio Chapecd, Santa Catarina, belonging to the Uruguay Basin. A draw-off point
is the Anta Stream, a tributary of the Rio Mato, where the most important capture point is located. IRANI made the user

registry at the Sustainable Development Secretariat (SDS) and filed a request for the use. The agency is not giving grants

for industrial purposes, but there are no restrictions on water draw-offs.

Paper Mill SC

The draw-off comes from artesian wells that are duly approved by the Mining Institute of Water Management
Paper Mill MG (IGAM) and are complemented, when necessary, with the water draw-off from surface sources. It is part of the Rio
das Velhas watershed, belonging to the Sao Francisco River Basin.

The water comes from a surface source in the Anta Stream belonging to the Uruguay Basin. IRANI made the user
Packaging SC registry at the Sustainable Development Secretariat (SDS) and filed a request for the use. The agency is not giving
grants for industrial purposes, but there are no restrictions on water draw-offs.

The capture is performed in three shallow wells located on the Company's site duly authorized by the Department of Water

Rackaging 5P and Power (DAEE), according to case number 9807880, according to the decree No. 3221 0f 12/19/2013.

The collection comes from artesian wells. The Unit is arranging a usage request from the State Environmental Protection
Foundation (FEPAM).

Power is supplied from a single bore hole located within the company, duly authorized by DAEE according to the case
number 9901925, in accordance with decree No. 1505 of 05/13/2013, which supplies productive areas for non-potable
purposes and is intended for human consumption after undergoing appropriate treatment. Moreover, it is also supplied by
SABESP, the local utility.

Sao Roberto
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RANI evolved consistently on economic indicators, the result of the consolidation strategy

adopted over the years.

Consolidated Net Revenues evolved to an annual average of 8.6% over the last ten years. In
this same period, adjusted EBITDA showed an average annual growth of 10.1%, from RS 48
million in 2003 to RS 126 million in 2013.

CAGR 10 YEARS

ROL: 8.6% pa |
EBITDA: 10.6% pa

604

2003 2004 2005 2006 2007 2008 2009 2010 201 2012 2013

m - +8% 2% +8% +16% 1% -3% +18% +T% +2% +25%

O EBITDA - +4% -30% +9% +37% +13% +56% 0% +20% +4% +9%
@ net Revenue. RS million 0 net Revenue. USS Million ——— EBITDA Millions R$

CAGR: Compound Annual Growth Rate

On the other hand, the indicators showed
high levels of domestic consumption, which
favored the paper and packaging industry,

Economic context and as highlighted by the Brazilian Association
. . of Corrugated (ABPO). Total sales of boxes,
principal results

accessories and corrugated cardboard she-

In 2013, the economies of the United States and Europe showed et reached 3.4 million tons accumulated in
signs of recovery, albeit moderate, highlighting the improvement in 2013, 2.9% higher than in the same period
leading economic indicators in the last quarter of the year and an indi- last year. In other words, the sector’s perfor-
cation of the proximity of the withdrawal of economic stimulus in the mance was slightly above that recorded for
United States. In Brazil, the consequences of this scenario have been the GDP, demonstrating the more favorable
experienced in the last months of the year with the strengthening of dynamics of the corrugated cardboard pa-
the dollar, administrated by the intense action of the Central Bank in ckaging sector than the economy as a whole.
the foreign exchange market. Inflationary pressures returned to worry The performance of the sales volume of the
all, leading the Central Bank to a sequence of high interest rate raising IRANI Market increased more that the ABPO
the Selic to 11% per year at its meeting in April 2014. Whereas the Market in the year when compared to 2012.
economic activity in the country has being showing signs of weakness,
registering a GDP in 2013 of 2.3 %, below initial expectations.
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Internally, 2013 was highlighted by the in-
tegration to the operations of Industria de
Papel e Papeldo Sao Roberto S.A., which be-
came a wholly owned subsidiary of the Com-
pany from October 17. At the Extraordinary
General Meeting held on October 16, 2013,
the capital increase of Celulose Irani on the
value of R$ 12,918 thousand, with the issue
of 4,630,235 ordinary shares, which were
paid by the shareholder Irani Participacdes
SA was approved, through the contribution
of 100% of the shares issued by Wave Par-
ticipagdes SA This in turn holds a 100% in-
terest in Inddstria de Papel e Papeldao Sao
Roberto S.A... With the consolidation of the

Sao Roberto operations, Celulose Irani is
among the leaders of Corrugated Cardboard
sector in the country.

In the last sustainability report, IRANI
committed to seek, in 2013, the maintenance
of operating leverage (net debt/EBITDA) less
than or equal to 3 times. The result, however,
was recorded at 3.61 times due to rising le-
vels of debt assumed with the consolidation
of the subsidiary’s operations Sao Roberto
SA and is adjusted for the present situation
of the Company. Its reduction will be gradual
as the results are captured in the operations
of this subsidiary.

PROFORMA*

Var.

Economic and Financial (RS thousand)

Net Operating Income 604.241
Domestic Market 527.527
Foreign Market 76.714

Gross Profit (* included) 186.256

(*)Variation in the fair value of biological assets 20.107
Gross Margin 30,8%

Operating Income before Taxes and Interests/Stakes 56.109
Operating Margin 9,3%

Net Result 67.408
Net Margin 11,2%

Adjusted EBITDA 126.210
Adjusted EBITDA Margin 20,9%

Net Debt 495,8

Net Debt / Adjusted EBITDA (x)? 3,61

Operating Data (t)

Corrugated cardboard packaging
Production / Sales 148.486

Packaging Paper
Production 251.209
Sales 120.016

RS Forestry and Resins
Production 7.930
Sales 8.019

483.449 25,0% 697.436 646.444
421303 25,2% 620.722 618.298
62.146 23,4% 76.714 62.146
167.965 10,9% 203.622 195.631
36.767 -45,3% 20.107 36.767
34,7% -3,9p.p 29.2% 30,3%
24.895 125,4% 42793 (1.008)
5,1% 4.2p.p 6.1% -0,2%
26.381 155,5% 55.361 478
5,5% 5.7p.p 7,9% 0,1%
115.422 9,3% 137.355 129.155
23,9% -3,0p.p 19,7% 20,0%
3104 59,7% 4958 3104
2,69 34,2% 3,61 2,69
126.340 17,5%
200.013 25,6%
77.626 54,6%
6.620 19,8%
6.878 16,6%

TEBITDA (earnings before interest, taxes, depreciation, amortization and depletion)
2The Net Debt/EBITDA indicator for 2013 is being calculated considering the proforma EBITDA, which includes the operations of the subsidiary

Sao Roberto SA, as if it was already consolidated in the Company from January 2013.

* Proforma: considers the outcome of the subsidiary’s operations Sao Roberto SA, as if they were already consolidated from the beginning of
the periods for comparison purposes.



NET OPERATING INCOME

Sustainability Report 2013

In 2013, net operating revenue totaled RS 604.241 thousand, an increase of 25% compared
to the revenue for the same period in the previous year, reflecting the increase in revenue from
paper sales from the leased plant in Santa Luzia (MG) and sales revenues from the packaging

of Sao Roberto SA.

In the domestic market, the net operating income was RS 527.527 thousand, an increase of
25.2% compared to 2012. The revenue from the domestic market accounted for 87% of total

IRANI revenues in 2013, which is the largest market in the Company.
Exports in 2013 totaled RS 76,714 thousand, an amount 23.4% higher than in 2012, represen-
ting 13% of total net operating revenues, the result of a higher exchange rate. South America

was the main destination of exports, concentrating 41% of export revenues.

Net Revenue (RS million)

f +25,0%

483,4

604,2

2012 2013

. Domestic market . Foreign Market

Net Revenue Foreign Market by
Region in 2013

Europe
31%

Asia
20%

Africa
7%

North
America 1%

South
America 41%

The composition of net revenue per segment is shown as follows.

Net Revenues by Segment (2013)

Packaging
Paper 40%
Corrugated
Cardboard
Packaging
54%

RS Forestry
and Resins
6%

GROSS PROFIT

Gross profit increased by 10.9% compared to
2012 and reached RS 186.2 million, with gross
margin of 30.8%, the increase in net revenue
was the main factor for this increase.

Net Income of RS 67.4 million in
2013, an increase of 155%
in relation to 2012.
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EVALUATION OF FAIR VALUE OF BioLoGICAL ASSETS (FORESTS)

As of 2010, the Company has measured the fair value of its biologi-
cal assets (forests) periodically, as determined by CPC 29. The varia-
tion in the fair value of its biological assets produced effects on the
Company's results of 2013, as shown below:

Effects of the variation of the fair value of biological assets

T s ] aon | ame |

Variation in the fair value of biological assets 20,107 36,767

Depletion in the fair value of biological assets (17,887) (15,851)

The change in fair value of biclogical assets was less than the varia-
tion in 2012, this was mainly due to the stability seen in the in timber
prices in 2013, while in 2012 there was an increase and also by the
increase in the discount rates used in determining the fair value of
biological assets.

The Variation in fair value of biological assets, as well as its exhaus-
tion, is recognized in the Cost of Goods Sold (COGS). This new account-
ing determination allows to more accurately assess the market value
of the Company’s forests, providing greater accuracy and adequacy of
its financial statements.

_,
iy
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OPERATING INCOME BEFORE TAXES AND
INTERESTS/STAKES

In 2012, operating income before taxes and
interest amounted to RS$56,109 thousand,
higher when compared to 2012, recorded at
RS 24,895 thousand. The growth in operat-
ing income is positively affected by opera-
tional performance and mainly by gains in
adhering to the Tax Recovery Program (RE-
FIS) in the Sao Roberto subsidiary.

NET RESULT

In 2013, net income was RS 67,408 thou-
sand compared to RS 26,381 thousand re-
corded in 2012. The main factor that im-
pacted this result was an increase in sales
volumes and the consequences of joining the
REFIS program of Law 11.941/09 in the Sao
Roberto subsidiary.
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Operating Cash Flow (Adjusted EBITDA)

PROFORMA*

Operating Income before Taxes and Interests/Stakes 56.109 24.895 125,4% 42.793 (1.008)
Depletion 21.386 19.220 1,3% 21.386 19.220
Depreciation and Amortization 34.415 40.729 -15,5% 40.180 50.978
Financial Results 52.928 50.351 5,1% 63.840 79.738
EBITDA 164.838 135.195 21,9% 168.199 148.928
EBITDA Margin 27,3% 28,0% -0,7 p.p. 24,1% 23,0%
Adjustments conf Inst. CVM 527/12
EBITDA from Discontinued Operations @ - 7.002 - - 7.002
Variation in the fair value of biological assets @ (20.107) (36.767) -45,3% (20.107) (36.767)
Stock Option / Participation of Directors @ 8.073 3.308 144,0% 8.073 3.308
Non-recurring events (26.594) 6.684 - (18.810) 6.684
Ajustated EBITDA 126.210 115.422 9,3% 137.355 129.155
Ajustated EBITDA Margin 20,9% 23,9% -3,0 p.p. 19,7% 20,0%

TEBITDA of discontinued operation: refers to the EBITDA generated by the discontinued operations of the subsidiary Meu Mével de Madeira
- Comeércio de Maveis e Decoragoes Ltda.

2 Variation in the fair value of biological assets did not mean a cash generation in the period;

3 Stock option/management participation: the Stock option corresponds to the fair value of the instruments and has a counterpart in the
reserve capital in the net equity: the participation of the directors is related to the distribution of the Company’s results, and none of them
represent a cash disbursement in the period.

4 Non-recurring events refer to the loss by impairment to machinery worth RS 4,590 thousand, a positive result for adhering to the REFIS
program in the controlled Ind. Papel e Papeldo Sao Roberto SA amounting to RS 33,432 thousand, and other investments in subsidiaries
amounting to RS 2,248 thousand.

* Proforma: considers the outcome of the subsidiary’s operations Sao Roberto SA, as if they were already consolidated from the beginning
of the periods for comparison purposes.

The operating cash generation, as measured by the Adjusted EBITDA in 2013 amounted to RS
126,210 thousand with margin of 20.9% and 9.3% higher than 2012, calculated as RS 115,422
thousand, due to the improved operating performance, albeit negatively affected by lower
margins in the Sao Roberto SA subsidiary, incorporated into the Company’s operations in the

last quarter of 2013.




104

Sustainability Report 2013

FINANCIAL RESULTS

In 2013, the financial result was RS 52,928
thousand negative, an increase of 5.1% com-
pared to 2012 which amounted to R $ 50,351
thousand negatives. Financial expense was
RS 72,619 thousand compared to RS 69,889
thousand in 2012. In 2013, the financial in-
come was RS 19,691 thousand versus RS
19,538 thousand in 2012.

The bottom line is distributed as follows:

BT T T

Financial Income 19,691 19,538
Expenses (72,619) (69,889)
Financial Results (52,928) (50,351)

Nas receitas e despesas financeiras apre-
sentadas, estdo inclusas as varia¢cbes cam-
biais ativas e passivas, conforme segue:

BT TN T

Active exchange variation 7,858 12,457
Passive exchange variation (9,495) (17,744)

Net exchange variation (1,637) (5,287)

The exchange rate changes negatively im-
pacted the results of the Company by RS
1,637 thousand in 2013, explained by the de-
preciation of the real against the dollar.

The financial result without exchange rate
variation is shown as follows:

T T T

Financial Results
without foreign (51,291) (45,064)
exchange

NET DEBT

Consolidated net debt at December 31, 2012 totaled RS 495.8
millions, compared to RS 310.4 millions at December 31, 2011. The
net debt indicator/EBITDA increased from 2.69 times at the end of
2012 to 3.67 times at the closure of 2013. The variation of this indica-
tor was influenced by higher levels of debt assumed with the conso-
lidation of the subsidiary's operations Sao Roberto SA. The manage-
ment monitors this indicator and considers that it is suitable for the
current situation of the Company, and that its reduction will occur
gradually, by capturing the results of the operations of the subsidia-
ry Sao Roberto SA, in synergy with the operations performed by the
parent Celulose Irani SA.

Debt Coverage
4958
288,6 280,4 285,3 310,4
2009 2010 2011 2012 2013
. Net Debt (RS million) a Net Debt/EBITDA (x)

* The Net Debt/EBITDA ratio is being calculated considering the EBITDA proforma
for 2013, which includes the operations of the subsidiary Sao Roberto SA, as if
they were already consolidated in the Company from January 2013.



DIRECT ECONOMIC VALUE GENERATED AND DISTRIBUTED (IN R$ THOUSAND)
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The statement of added value (DVA) shows the figures for the wealth generated by the Company and its distribution
between the parties that contributed to the generation of this wealth, such as employees, government, financial intu-
itions and shareholders. In 2013, the total value added, 32% was distributed to employees, 18% to the government, 29%

as compensation for debt (lenders) and 21% distributed as compensation for equity (shareholders).

—
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. REVENUE

1.1) Sales of goods, products and services
1.2) Other revenues
1.3) Provision for doubtful accounts - constitution

. SUPPLIES PURCHASED FROM THIRD PARTIES

2.1) Cost of goods and services sold
2.2) Materials, energy, outsourced services and others

2.3) Loss/Recovery of assets

. GROSS ADDED VALUE (1-2)

. DEPRECIATION, DEPLETION AND AMORTIZATION

. VARIATION IN THE FAIR VALUE OF ORGANIC ASSETS

.NET ADDED VALUE PRODUCED BY THE UNIT (3-4-5)

. ADDED VALUE RECEIVED IN TRANSFER

7.1) Financial income

TOTAL VALUE ADDED TO DISTRIBUTE (6 +7)

. DISTRIBUTION OF ADDED VALUE

9.1) Staff
9.1.1 - Direct Remuneration
9.1.2 - Beneficios
9.1.3-F.GC.T.S.
9.2) Taxes and contributions
9.2.1- Federal
9.2.2 - State
9.2.3 - Municipal
9.3) Remuneration of third party capital
9.3.1- Interest

9.3.2 - Rents
9.4) Remuneration on equitys

9.4.1 - Dividends
9.4.2 - Profits (losses) from the retained exercises
9.4.3 - Minority interest in the retained earnings

8.4.4 - Directors Participation

EITN RN ETTN B

820.248
783.003
38.006
(767)

448.632
385.895
58.147
4.590

371.616

55.801

(20.107)

335.922

19.691
19.691

355.613

355.613
13.813
92.685
15.980

5.138
63.018
43.595
18.709
714
103.884

72.620

31.264
74.898

19.516
47.894
@)
7.490

100,00%
32,00%

17,72%

29,21%

21,06%

630.083
621.536
8.921
(374)

343.669
310127
33.542

286.414

60.028

(36.767)

263.153

19.538
19.538

282.691

282.691
88.174
72130

11.921
4123
69.470
44.765
24.060
645
95.735

£9.800

25.935
29.312

9.789
16.594
(2)
2.931

100,00%
31,19%

24,57%

33,87%

10,37%
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Balance Sheets (in RS thousand)

ASSETS Consolidated LIABILITIES AND STOCKHOLDERS 'EQUITY Consolidated

CURRENT
Cash and cash equivalents 135.005 96.922
Accounts receivable from 129.970 96.781
Customers
Stocks/Inventory 60.838 38.110
Recoverable taxes 7.721 4.083
Banks linked account 2.730 931
Other assets 11.672 12.845
Total current assets 347.936 249.672
NON CURRENT
Recoverable taxes 3.625 2.766
Judicial Deposits 1122 632
Other assets 7.542 9.218
Related parties 1.005 1.553
Biological assets 268.725 263.292
Total realizable assets over 282.019 277.461
the long term
Fixed Assets 888.403 679.734
Intangibles 113.163 1.223
Total non-current assets 1.283.585 958.418
TOTAL ASSETS 1.631.521 1.208.090

106

CURRENT
Funding 119.705
Debentures 53.041
Suppliers 90.575
Social security and INSS liabilities 32.534
Tax liabilities 13.591
Tax and social contribution payable 761
Tax installments 10.260
Advances from customers 1.618
Dividends payable 19.772
Other accounts payable 15.518
Total current liabilities 357.375
NON CURRENT
Funding 350.855
Debentures 109.885
Provision for civil, labor and tax risks 44.078
Tax installments 40.159
Tax liabilities 16.911
Other accounts payable 1.344
Income tax and differed social contributions 222.673
Total non-current liabilities 785.905
TOTAL LIABILITIES 1.143.280
EQUITY
Capital 116.895
Capital reserve 960
Profit Reserve 151.280
Adjustments for equity valuation 219.094
Net equity attributable to controlling interests 488.229
Participation of non-management 12
Total equity 488.241
TOTAL LIABILITIES AND NET EQUITY 1.631.521

79.225
39.026
43.747
23.657
6.684
891
5.235
975
8.957
10.485
219.882

209.001
80.978
38.037
6.379
16.005
183.803

534.203

754.085

103.976
377
106.405
243.241
453.999
6
454.005

1.208.090



Statements of Income (in RS thousand)
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Continued operations
NET SALES

Variation in the fair value of biological assets

Cost of goods sold

GROSS PROFIT

(EXPENSES) INCOME

With sales

General and administrative
Other operating income
Other operating expenses

Participation of managers

INCOME BEFORE FINANCIAL RESULT AND TAXES

Receitas (despesas) financeiras, liguidas
Receitas financeiras

Despesas financeiras

OPERATING PROFIT BEFORE TAXES
Income Tax and Social Contribution

Deferred income tax and social contribution

NET INCOME FROM CONTINUING OPERATIONS

Discontinued operation

NET INCOME FROM DISCONTINUED OPERATIONS

EARNINGS IN THE PERIOD

Profit attributable to:

Controlling shareholders

Non-controlling shareholders

BASIC AND DILUTED EARNINGS PER ON SHARE - RS
BASIC AND DILUTED EARNINGS PER PN SHARE - RS

604.241

20.107
(438.092)

186.256
(53.097)
(44.971)
38.006
(9.667)
(7.490)
109.037
(52.928)
19.691
(72.619)
56.109
(1.284)

12.585

67.410

67.410

67.408

67.410

0,4201
0,4201

483.449

36.767
(352.251)

167.965
(42.897)
(40.653)

2.952
(9.190)
(2.931)
75.246

(50.351)

19.538
(69.889)
24.895
(997)

(2.052)

21.846

4.537

26.383

26.381

26.383

0,1652
0,1652
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DiScCLOSURE OF ANNUAL FINANCIAL
STATEMENTS

The full text of the Annual Financial State-
ments is available on the Company Investor

LEARN MORE

The Sustainability Report 2013 is available in English, Portuguese
and Spanish at http://www.irani.com.br/en/info/sustainability-re-
port. To request a printed version in Portuguese, send an e-mail to

Relations website (www.irani.com.br/ri). The
full report covers the Financial Statements,
the Explanatory Notes, the opinion of the .

. y . . faleconosco®irani.com.br
Independent Auditors and the Management
Report, prepared in accordance with the Bra- : :
» i For questions or to make suggestions for future reports, the channel
zilian Corporate Law and its amendments,
and with the standards established by the

Securities Commission (CVM). The release of

faleconosco@irani.com.br is available.

the report took place on February 28, 2074,
in newspapers with a large circulation where

IRANI discloses its corporate documents, as
well as in the CVM and BM&FBOVESPA sites.
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GRI Index for option 'Compliance' - Comprehensive

CONTENT OF THE GENERAL REPORT

General Report Page External Verification
Contents

Strategy and analysis

G4-1 6
G4-2 6,10, 16, 42, 66

Organizational Profile

G4-3 n
G4-4 19
G4-5 n
G4-6 n
C4-7 n
C4-8 31
G4-9 56
G4-10 68
Ga-M 100% of employees are included in

collective bargaining agreements
G4-12 68 4
G4-13 1l
C4-14 16 v
G415 http://www.irani.com.br/pt/info/

iniciativas-externas

G4-16 36

Material aspects identified and limits

G4-17 8
G4-18 8

G4-19 8
G4-20 8

G4-21 8
G4-22 52,85
G4-23 Not applicable

DN N N N NN

Engagement of stakeholders

G4-24 8,67 4
G4-25 8 v/
G4-26 8,9 v
G4-27 8 4

Report Profile

G4-28 8
G4-29 8
G4-30 8
G4-31 108
G4-32 8 4
G4-33 8 4
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G4-34 34

G4-35 34

G4-36 34

G4-37 8

G4-38 33,35

G4-39 35

G4-40 35 v/
G4-41 33,36

G4-42 13

G4-43 36 v
G4-44 36 v/
G4-45 9,37

G4-46 37

G4-47 13,37

G4-48 8,112 v/
G4-49 37

G4-50 37

G4-51 37

G4-52 37,44

G4-53 45

G4-54 45

G4-55 45

Ethics and integrity

G4-56 contracapa
G4-57 18
(4-58 18

SPECIFIC CONTENT OF THE REPORT

Page External
4 Verification

Relevant aspects

Market presence

DMA 44 v
G4-EC5 45
G4-ECE 60

Indirect economic impacts

DMA 62,71 v
G4-EC7 62, 63, 64, 65, 71 4
G4-EC8 62,63, 64, 65, 67

Purchasing practices

DMA 69 4
G4-EC9 63, 69
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Training and education

DMA 48 v
. The monitoring of stratified data by

G4-LA3 = gender will be monitored from 2014.

G4-LA10 48, 50 v

G4-LAN 55 4

Unfair competition

QOutside the
G4-507 18, 42 scope of external
verification

DMA 75 v
G4-EN1 75,76,77
G4-EN2 75

DMA 82 v
G4-EN15 82, 83

G4-EN16 82, 83

G4-EN17 82, 83

G4-EN18 84

G4-EN19 85, 86

G4-EN20 85

G4-EN21 84

Effluents and waste

DMA 78, 80 v/
G4-EN22 78,79 v/
G4-EN23 81 v/
G4-EN24 78
G4-EN25 80

G4-EN26 78,79
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Assurance Statement

SD Consulting carried out the independent verifi-
Bcation process of the preparation process of the
IRANI Sustainability Report, which was prepared in
accordance with the guidelines of the 2013 Global Re-
porting Initiative, version G4. The verification process
took place for the seventh consecutive year and aims
to provide IRANI stakeholders with an independent
opinion on: the quality of the report, the process of
engagement with stakeholders, compliance with the
principles of AAT000AS 2008; and the sustainability
management in the company.

INDEPENDENCE

We work independently and we ensure that no member
of the BSD has consulting contracts or other commercial
ties with IRANI. BSD Consulting is licensed by Account-
Ability as an assurance provider (AA1000 Licensed Assur-
ance Provider), under the registry 000-33.

OUR EXPERTISE

BSD Consulting is a company specializing in sustainabil-
ity. This work was conducted by a team of professionals
experienced and trained in procedures for external verifi-
cation.

THE RESPONSIBILITIES OF IRANI AND BSD

The preparation of the Sustainability Report as well as
the definition of its content is the responsibility of IRANI.
The appraisal of the contents of the report and the veri-
fication of the level of the GRI application level were the
object of the BSD work.

SCOPE AND LIMITATIONS

The scope of our work includes the information in the
complete version of the IRANI 2013 Sustainability Report,
in the period covered by the report from January 1, 2013 to
December 31, 2013 report.

The independent verification process was conducted in
accordance with the standard AAT000AS 2008 (AA1000

Assurance Standard 2008), verification Type 1, providing
a moderate level of assurance. The objectives of the As-
surance Statement are to inform stakeholders about the
findings of the BSD process encompassing adherence as-
sessment to process accountability of the IRANI accounts
to three principles: Inclusion, Materiality and Responsive-
ness. The verification of financial data was not the object
of the work of BSD Consulting.

METHODOLOGY
The approach to the verification of AAT000AS process
consisted of:

> Evaluation of the content of the Sustainability Report
2013;

>We understand the flow of procedures for obtaining and
generating information for the Sustainability Report;

> Search for public information about the company and
the sector (press, websites and legal bases);

> Interviews with managers from key areas in relation to
the relevance of the information for the reporting and
management of sustainability;

> When relevant, confirmation of information on sustain-
ability performance with the understanding of the gov-
erning body of the company;

> Review of the evidence of consultations with external
stakeholders;

> Analysis of the relevance of the information in the Sustain-
ability Report from the standpoint of external audiences.

> Based on sample testing, confirmation of details of the
Sustainability Report with support documentation, inter-
nal management reports and official correspondence;

> The activities of this assurance process were carried out
at the corporate offices in Joagaba - SC, the Sao Roberto
packaging unit in Sao Paulo - SP.



KeYy FINDINGS ON THE ADHERENCE TO THE AA1000AS

2008 PRINCIPLES

1. Inclusion - deals with the participation of stake-
holders in the development of a sustainability man-
agement process that is transparent and strategic.

>In 2013 there was no process of stakeholder consul-
tations nor evaluation and further review based on
secondary sources. We recommend establishing a
process of engagement with stakeholders compris-
ing: a way of engaging, periodicity, and stakeholder
groups that should be involved. The process should
be conducted based on clear criteria for selection
and prioritization of stakeholders, as described in
previous years, to ensure the inclusion of strategic
groups in a balanced way. It is important o mention
that the assessment limits of the impacts of IRANI
can contribute to the structuring of stakeholder en-
gagement strategy.

> The Superintendence of Strategy and Management,
created in 2013 to promote the alignment between
the IRANI strategy and management processes, may
contribute to the improvement of the engagement
and materiality process with the area of sustainabil-
ity, as well as establishing relationships with other
areas so that opportunities for improvement can be
identified through the processes of engagement.

> The process of engagement supports the structur-
ing of the sustainability report. It is important that
the process evolves to a strategic approach beyond
the report, by strengthening relationships with stra-
tegic public for IRANI, such as customers, universi-
ties, and representations from the Vila Campina da
Alegria.

2. Materiality (or relevance) - matters necessary for
stakeholders to arrive at conclusions on the eco-
nomic, social and environmental performance of
the organization.

> The sustainability report 2013 follows the standard of
the new GRI G4 guidelines, however, it presents a lot
of non-material aspects and indicators. It is neces-
sary that the process for determining materiality is
conducted consistently following the G4 guidelines,
so the content of the report is focused on the mate-
rial aspects. The use of external sources for review of

Sustainability Report 2013

material issues can contribute to the identification and
confirmation of the relevance of the topics.

> Materials issues addressed in the sustainability report

include sectoral issues in a clear and objective manner.
However, as previously recommended, the process of
stakeholder consultation can be enhanced in ways that
ensure that other topics addressed by the sector, such
as, occupational health and safety, management and
monitoring of the supply chain and biodiversity are as-
sessed, considering the sectoral sustainability context.

> The process of defining materiality focuses on struc-

turing the content of the sustainability report. To
strengthen this process it is important that the results
of the material issues provide strategic and practical
knowledge to other areas of IRANI.

> The identification and evaluation of the limit of the im-

pacts, positive and negative, (inside or outside the or-
ganization), was conducted by the Sustainability area.
However, the process should be conducted based on clear
criteria and with the involvement of other areas related
to materials topics to arrive at a consistent result.

3. Responsiveness - addresses the actions taken by the

organization due to the specific demands of stake-
holders.

> The area of Risk Management grew in 2013 by identify-

ing risks in IRANI operational processes, which result-
ed in the establishment of an action plan and to con-
trol and mitigate the identified risks. It is important
that the new units, Paper Mill (MG) and Packaging (Sao
Roberto), pass through this analysis of operational and
business risks.

> Studies of health and safety related to the CUIDA

Program, refer to the operating procedures of job se-
curity. It is recommended to incorporate the manage-
ment of health and safety, procedures such as the
internal audit, critical analysis, corrective and preven-
tive actions in the units.

13
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> The Value of Ideas program goes beyond encourag-

ing creativity to employees. The program has a con-
sistent structure of sending, analysis and validation
of ideas aligned with IRANI"s strategic objectives, ie,
ideas that generate greater efficiency in production
processes and product improvements.

> The Resins unit (RS) improved its management sys-

tem, resulting in the 1509001 certification and FSC
certification (in progress) from forestry activities.
Much of the production comes from small producers
not included in the custody of the FSC certification.
It is recommended that the IRANI develop a policy
of inclusion for the adeguacy of legal requirements,
considering the level of risk associated with the pro-
ducers and the commercial and strategic interest to
IRANI.

> The management processes of the Vila Campina

da Alegria are consolidated, facilitating synergy
with AMOCA (Residents Association of Campina da
Alegria) in carrying out the practices and events in
the community. It is recommended that the manage-
ment of Vila Campina da Alegria establish strategic
objectives (medium and long term), aligned to the
growth and strategy of IRANI, for example, the IRANI
Project 2020.

> The area of Personnel Development has undergone
restructuring that favors corporate management. In
2013 the Projecto Lidera was created for the improve-
ment of the leadership, with a broad training matrix.
It is recommended that this training matrix includes
items related to the sustainability strategy, such as:
reverse logistics, education for sustainability and the
chain of value.

> The initial analysis of the impacts limit the review
process of the materiality approach reflected in the
account of the ways of managing the material as-
pects. For the next sustainability report, it is recom-
mended to improve the description of impacts (ac-
tual and potential), with the ratio of the relevance
of appearance and way of managing the respective
impacts.

FINAL THOUGHTS

We would like to highlight IRANI"s efforts in the sus-
tainability reporting process in 2013, using the GRI-G4.
As the G4 focus is on the aspects and material topics,
it is important that the company establish a consistent
process for determining materiality, incorporating the
impacts of value chain (delivery and post-consumption).
This strategic analysis must take into account the objec-
tives of the IRANI Project 2020 IRANI and the impacts for
the company and its stakeholders.

Sao Paulo, April 7, 2014.

BSD Consulting - Brasil
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