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Presentation

The Duratex 2014 Annual and Sustainability Report con-
tains a Sustainability Platform, a chapter on Duratex
2020 strategic planning, which covers the theme of sus-
tainability, as well as aspects of social, environmental and
economic performance in its operations.

Queries, comments and suggestions should be sent in
through our dedicated communication channel. G4=31
May | wish you good reading!

Corporate Directives ca-se

Mission

To meet client demands in an excellent manner, through
the development and offering of products and servic-
es that contribute to people's quality of life, generating
wealth in a sustainable manner.

Vision

To be a benchmark company, recognised as the best op-
tion for customers, employees, the community, suppliers
and investors, for the quality of our products, services
and relationships.

Values
® ntegrity
e Commitment e Continual Improvement
e Appreciation of ® |[nnovation
Human Worth e Sustainability

e Excelling in results
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Below the Company presents its main financial and
environmental indicators for the last five years G4=9

Financial indicators

RETURN TO SUMMARY <€ 2 >

Net Revenue (R$ million)

39845 38727
I I 3,372.5
2,970.3
I I 2,741.8
2014 2013 2012 201 2010

Recurring net earnings (R$ million)

561.6
455.5

359.0 349.7

2014 2013 2012 20M

439.4

2010

Shareholders’ Equity* (R$ million)

4,608.9
4,365.0
I 4,023.6
3692.8
I I I |
2014 2013 2012 201 2010

*Consolidated in IFRS.

Ebitda - adjusted and recurring*
(R$ million) and Ebitda margin** (%)

31.0 31.0
30.4
26.9
23.9
12001
1.024,6
I 7995 8506

2013 2012 201 2010

9521

2014

*Earnings before interest, taxes, depreciation and amor-
tization (Ebitda) - medida de desempenho operacional
dado pelo lucro antes de juros, impostos, depreciacado
e amortizacdo, ajustado pela variacao do valor justo do
ativo biologico e do beneficio a empregados.

**Ajustada e recorrente consolidada.
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Wood Division - volume shipped (m?®)

2,787,597
2,668,228 5 535084

I I I 2068822 2312177

2014 2013 2012 2011 2010

Deca Division - volume shipped (thousands of pieces)

27,983
26,577 25772 25505
I I I I |
2014 2013 2012 2011 2010

Environmental
indicators in 2014*

8.1%

REDUCTION IN WATER
CONSUMPTION

3.3%

REDUCTION IN ENERGY
CONSUMPTION

38.4%

REDUCTION
IN EFFLUENTS
DISPOSED OF

18%

REDUCTION IN
GREENHOUSE
GAS EMISSIONS**

*Results attained as a function of projects
implemented to improve performance, as
well as cutbacks in production, reflecting the
slowdown in the national economy.

**Reduction in Scope 1 greenhouse gas emis-
sions compared to base year (2012).
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Forestry areas (‘OO0 hectares)*

I sS
B <s

. Planted forests

. Preservation areas

*this chart does not include other areas
such as roads, improvements, electric power
networks etc.

272,000

HECTARES OF TOTAL
FOREST AREA*

*areas owned, leased and incentivized.

ISO 14001
CERTIFICATION
Deca Division:
Metais Jundiai;
Metais Sao Paulo;
Loucas Sul; Loucas
Jundiai I; Loucas
Jundiai ll; and
Loucas Paraiba.

Wood Division:
Painéis Botucatu;
Painéis Itapetininga;
Paineéis Taquari;
Painéis Uberaba;
Painéis Agudos;
Florestal Botucatu;
and Florestal
Lencois Paulista
(sapling nursery).
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MESSAGE FROM THE CHAIRMAN

OF THE BOARD OF DIRECTORS

With an eye on the future, Duratex's planning focuses on

business longevity

Strategy linked to sustainability

2014 was a very difficult year for Duratex, as well
as the vast majority of Brazilian industry. And in-
deed for Brazil itself!

Right from the start of the second quarter, due
to among other factors, the approaching World
Cup, consumption started to slow. In June and
July, during the World Cup itself, any product not
directly linked to the games remained stuck firm-
ly on the shelves. August then followed, with the
presidential elections. Every day that went by the
economy slowed still further. Subsequently, we
saw a significant increase in interest rates and the
start of acute depreciation in the Brazilian Real,
all of which unleashed significant pressure on in-
flation. In addition to this, Brazil had zero GDP
growth, while for industry and construction GDP
actually shrunk, by 1.2% and 2.6%, respectively.

As a result of this scenario, although we man-
aged to achieve a slight increase in our net rev-

enue, of about 3%, our recurring net earnings
dropped significantly (-36%), as did adjusted and
recurring Ebitda (-21%).

None of this, however, altered our work in 2014
and we continued to implement our five-year
Strategic Planning project, which is reviewed an-
nually. Thus the Board of Directors, in its off-site
meeting in August 2014, assessed and approved
Duratex 2020, drawn up by the Executive Board
and the Company's management body. This is
an in-depth study that establishes the directives
that will guide Duratex over the next few years,
with a view to longevity of the business and the
identification of risks and opportunities. Of par-
ticular note is the Sustainability Platform, which
has been included as part of our planning strat-
egy. In practice this means that we are including
socio-environmental criteria in our decision-mak-
iINg process - in the construction or acquisition
of new units and development of new products.
For its part, the Board of Directors, directly and
through its committees, accompanies the de-
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Left to right, standing: Raul Calfat, Alvaro Antonio Cardoso de Souza, Henri Penchas,
Rodolfo Villela Marino, Francisco Amaury Olsen and Ricardo Egydio Setubal.

Left to right, seated: Helio Seibel, Alfredo Egydio Arruda Villela Filho, Salo Davi Seibel e
Olavo Egydio Setubal Junior.
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velopment and implementation of the Strategic
Plan and the Sustainability Platform.

In effect, to provide the support necessary for
the Company's management, the Board of Direc-
tors is supported by advisory committees who
follow the best corporate governance practices.
These are: the Committee for Auditing and Risk
Management, the Committee for Staff, Gover-
nance and Nomination, the Sustainability Com-
mittee, and the Committee for the Evaluation of
Transactions with Related Parties. It should be
pointed out that these committees must be pre-
sided over by an independent board member or
specialist, the Committee for the Valuation of
Transactions with Related Parties consisting ex-
clusively of three independent board members.
In April 2014, the board member Raul Calfat re-
placed Fabio Schvartsman. In this way the con-
trolling shareholder’'s determination to maintain
a board of high-level executives, always with the
participation of three highly qualified and inde-
pendent board members, remained upheld. We
would like, here, to express our gratitude for the
inestimable contribution made by Fabio Schvar-
tsman to Duratex over the last four years, as well
as welcoming aboard Raul Calfat.

The fact that 2014 was a difficult year, with a
sharp drop in profitability and cash generation,
did not prevent Duratex from concluding and

ANNUAL SUSTAINABILITY REPORT 2014

consolidating a very important investment cy-
cle, which included the completion of the ramp-
ups of the MDF production line in Itapetinin-
ga/SP (+ 520,000 m?®/year), the MDP produc-
tion line in Taquari/RS (+230, 000 m?®/year) and
the vitreous chinaware plant at Queimados/RJ
(+2.4 million pieces/year), not to mention sig-
nificant expansion in the Company's forestry
pase, metal bathroom fitting production capac-
ity and low pressure standard and high gloss
coating capacity.

It should be mentioned that in spite of the size of
these investments, net debt increased by only R$
200 million, rising from R$ 1.5 billion in 31/12/13
to R$ 1.7 billion in 31/12/14.

It is evident that, now this cycle has come to
an end, we shall be sharply reducing our capi-
tal expenditure. This will not, however, affect the
mMaintenance of our excellent assets and the im-
plementation of our operational optimization
and cost reduction projects. For this reason the
capital expenditure budget for 2015 is R$ 400
million, which compares to R$ 608 million, R$
601 million and R$ 832 million, in 2014, 2013 and
2012, respectively.

In other words, while it is true that we have ma-
jor underutilized capacity both in the Deca Divi-
sion and the Wood Division, it is also true that

we are the only company in our operational sec-
tor in a position to capture the lion's share of
growth in the market when it happens, probably
between the second half of 2016 and the begin-
ning of 2017.

In addition to this, while the Brazilian economy
is at a standstill, Duratex is using the time to
build even more solid foundations to support
future development. To this end we are imple-
menting broad-reaching projects which aim
to improve management flexibility and quality,
making it possible to significantly reduce costs
and expenses.

In this way, our Company is well-prepared both
to deal with the current challenging scenario, as
well as to continue on its upward path when con-
ditions permit.

Salo Davi Seibel
Chairman of the Board Of Directors
G4-1; G4-2

RETURN TO SUMMARY
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MESSAGE FROM

[HE CEO

Organic growth, internationalization and new businesses

are covered by Duratex 2020

The pillars of growth

The more challenging Brazilian economic sce-
nario ended up having an influence on Dura-
tex's results. In 2014 consolidated performance
growth was substantially less than in 2013: net
revenue amounted to R$ 3,984.5 million, up
2.9%, Ebitda totalled R$ 952.1 million, with Ebit-
da margin of 23.9%, while recurring net earnings
came to R$ 359 million, down 36.1% compared
to the previous year.

At the Deca Division cost pressure resulting
from capacity expansion at the Queimados vit-
reous chinaware plant and the repositioning of
the Thermosystem brand-name to the Hydra
name, contributed to maintaining pressure on
gross margins, net revenue and Ebitda. At the
Wood Division, cost increases as a result of in-
flation, the exchange rate and fixed costs, due
to the increased scale of production capacity -
which were not accompanied by price resetting,
resulted in a narrowing in margins.

In 2014, the Duraseg program was launched to
deal with the management of health and safe-
ty aspects in all the Company's units. Even with
all the safety measures and initiatives adopted,
lamentably we had four fatalities in 2014, one
being a traffic accident and three in the forestry
operations, leading us to take specific actions
and review our processes, with the aim of signif-
icantly improving the whole question of safety,
with respect to medicine, well-being and pro-
tection in the workplace.

Despite all this, we forged ahead with our long-
term vision and have formulated a strategic
plan, Duratex 2020, which is based on three key
elements, or pillars. The first of this is organic
growth within our operations: we will be making
the most of opportunities to expand our busi-
nesses over the next six years. For the Wood
Division we have already announced new plants
in the Northeast and Minas Gerais, which to-
gether will add a further 50% to our production
capacity.

RETURN TO SUMMARY € 6 2

[
-

I
|

lf
1

11
|

e

a0 |
A |

b
Vv

NG

By

a ‘fl{-a
!"llulllll|

| - oo s Sl
- A _ yE - e BT, T S

Left to right, standing: Bruno Basile Antonaccio, Paulo César
Marostica, Alexandre Coelho Nascimento, Marco Antonio Milleo,
José Ricardo Paraiso Ferraz and Roney Rotenberg.

Left to right, seated: Flavio Marassi Donatelli,
Antonio Joaguim de Oliveira, Raul Penteado de Oliveira Neto e
Maria Julieta Pinto Rodrigues.
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The second of these pillars is expansion of the
Company's International side, both through new
pbusinesses, as well as increasing exports. The
objective is to boost our international revenues
to 20% of the overall total. In addition to gain-
ing expertise in the search for new businesses
outside Brazil, the international moves will also
enable us to diversify our revenue source risk.

The third planning pillar is our work on new
business fronts, adjacent in concept terms to
our own. We already produce electric showers,
following the acquisition of Thermosystem, to-
day called Hydra. And now we are evaluating
opportunities in other lines of construction and
finishing materials.

Aspects of sustainability are directly linked to
Duratex 2020. In 2014, we also moved ahead
with our Sustainability Platform, introducing the
theme into our day-to-day routine, so that sus-
tainability has become an intrinsic part of the
business. Our goal is to reach a strategic level in
terms of governance, environmental, economic
and social aspects,.

To this end, we are changing our way of view-

ing sustainability, enabling it to be considered as a
business opportunity. We hope that by 2020 sus-
tainability will no longer be treated as an invest-
ment, but rather a supporting pillar of the business.

ANNUAL SUSTAINABILITY REPORT 2014

It is important to draw attention to the recogni-
tion that Duratex's work has received. For the
third year running, we have been listed as part of
the Dow Jones Sustainability Emerging Markets
Index (DJSI) and since 2007, we have been in the
BM&FBovespa Corporate Sustainability Index.

The building of this sustainability agenda is
achieved with the participation of internal and
external stakeholders, investors, NGOs, employ-
ees and consultants. Risk is minimised as trans-
parency and dialogue is improved, creating a
closer relationship with the Company's stake-
holders. For this reason | believe that sustain-
ability initiatives greatly reduce Duratex's risk
exposure. In this context | reaffirm the Com-
pany's commitment to the 10 principles of the
Global Compact, a voluntary initiative which
contributes globally to the perfection of the
management models and business practices of
organisations such as Duratex, who are commit-
ted to sustainable development..

For the next few years, in addition to indicating
the path ahead, our strategic planning will es-
tablish how we walk that pathway. We are in the
process of consolidating Duratex's leadership
and its future.

Antonio Joaquim de Oliveira
Chief Executive Officer G4-1; G4-2

RETURN TO SUMMARY <« 7

Aspects of sustainability are directly connected to Duratex
2020. We are changing the way we view this theme,
starting to consider sustainability as a business opportunity.
Our goal is to bring governance, environmental, economic
and social aspects to a strategic level
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[HE COMPANY

Outstanding portfolio, good geographical
distribution and sound governance

= CHAPTER

Duratex, a listed company founded in 1957, is a
Brazilian industrial company that manufactures
and sells finishing products for the construction
industry, as well as products for the furniture man-
ufacturing sector. The Company has two business
units. The Deca Division produces metal bathroom
fittings and vitreous chinaware, and related acces-
sories, as well as electric showers and solar heat-
ers, including the Hydra brand portfolio - which
includes products from the acquisition of Thermo-
system, in 2013. The Wood Division manufactures
laminated flooring, Medium Density Fiber Board
(MDF) and Medium Density Particle Board (MDP)
panels, fiberboard sheets and other products car-
rying the Durafloor and Duratex brand names.
G4-3; G4-4; G4-7

Headquartered in the city of Sao Paulo, Duratex
has over 11,000 employees and 15 industrial units,
strategically located in the states of Sdo Paulo,
Minas Gerais, Pernambuco, Paraiba, Rio Grande do
Sul, Rio de Janeiro and Santa Catarina. The Com-
pany also has four production plants in Colombia,
through its 80.62% equity stake in Tablemac, that
country's largest panel manufacturer. Duratex's
presence in Colombia represents its first step to-
wards international expansion. In addition to this,
the Company also has commercial and sales oper-
ations through its offices in the United States and
Europe - subsidiaries Duratex North America and
Duratex Europe N.V. In total, besides Brazil, Dura-

RETURN TO SUMMARY € 9 o

tex serves customers in more than 35 countries.
G4-5; G4-8; G4-9; G4-10; G4-17

The Company also has a major presence in the
forestry sector, with around 272,000 hectares of
land, including land owned, leased and incentiv-
ized, with planted forests and environmental con-
servation areas, distributed across the states of
Sao Paulo, Minas Gerais and Rio Grande do Sul,
87% of which are certified by the Forest Steward-
ship Council® (FSC®). G4-6; G4-9

In 2014, the Deca Division sold 26,577,000 piec-
es, while the Wood Division sold a volume of
2,787,597 m3, resulting in net revenue growth of
2.9% for Duratex. G4-9

15

INDUSTRIAL
UNITS IN
BRAZIL

A

PRODUCTION
PLANTS IN
COLOMBIA
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NEW FORESTS

At the end of 2014 Duratex Florestal and the Car-
los Lyra Group announced the creation of a joint-
-venture for the planting of eucalyptus forest in
Alagoas. The plantation area comprises 13,500
hectares of leased land, not requiring capital in-
vestment on the Company's part for the purchase
of land. In this way Duratex is setting up bases
in the Northeast of Brazil, with the intention in
the future of building its first MDF factory in the
region. The Company already has a distribution
centre in Recife (PE). Planned investment is R$
12 million a year, to be borne equally by the two
partners over the next six years. G4-13

Raw material brought closer to the plant

Meanwhile, in the first quarter of 2014 Duratex an-
nounced the purchase of forests belonging to Ca-
xuana Ltda., in Nova Ponte (MG), and the leasing
of this land. Of a total of 30,000 hectares, 21,000
are planted with eucalyptus and pine. These fo-
rests will supply all the needs of the plant in Ube-
raba, located at an average logging distance of
76 km, significantly reducing wood freight costs.
This investment amounts to approximately R$ 150
million, paid in large part with the exchange of
5600 hectares of land owned by Duratex in the
state of Sdo Paulo, which have been leased by the
Company for a period of 39 years, at market value.
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Products sold by Duratex in its Deca
and Wood divisions G4-4

Deca Division

e \itreous chinaware: sinks, bases, wash tubs, lavatory
powls and bidets

e Metal bathroom fittings: taps, mixers, discharge valves,
stop cocks (residential and industrial), showers and
bathroom accessories

e Electric showers and taps

e Accessories: toilet paper roll holders, towel holders and soap
dishes, among others

Wood Division

e MDF panels, of medium density manufactured from
wood fiber based on re-forested eucalyptus and pine,
offering various application and finishing possibilities.
ldeal for furniture, mouldings, and coverings in general.

e MDP panels, of medium density, produced from wood par-
ticles from reforested eucalyptus and pine, which can be ap-
plied to the furniture industry as well as the building sector.

e High-density, narrow thickness fiberboard, produced
from eucalyptus wood fiber.

e | aminated flooring made from MDF, for residential and
commercial spaces.

e | VT (Luxury Vinyl Tile) floors, made from PVC, 100% re-
cyclable, water resistant, permitting installation in a vari-
ety of residential and commercial environments.

e \Wood and polystyrene skirting board.

e Through its forestry business, the Company also sells
logs and wood chips to various clients, including those
in the sawmill, paper and pulp and bio-energy segments.

sanitaria

=

" PERNAMBUCO
Cabo de Santo
Agostinho
1 planta de
— ceramica
sanitaria
’ ’RIO DE JANEIRO

de ceramica sanitaria

Queimados 1 planta
SANTA CATARINA

Tubardo Duchas SAO PAULO
eletronicas e h Sao Paulo 1 planta
aguecedores solares de metais
h Jundiai 1 planta de
metais e 1 planta de

ceramica sanitaria
Jacarei Valvulas
industriais de bronze

RIO GRANDE DO SUL
Sao Leopoldo 1 planta
de ceramica sanitaria

h Plantas y“‘ Florestas

a Distribuicdo
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Diversificacao geografica G4-6
PARAIBA
Jodo Pessoa
1 planta de
ceramica

PERNAMBUCO
Recife Centro
de distribuicdo

D
¥

MINAS GERAIS
Uberaba
MDF e MDP

»
b ,p'

&

RIO GRANDE

DO SUL A
- SAO PAULO
Taquari MDF Itapetininga
MDP e MDF

Agudos 2 linhas de MDF,

£l

COLOMBIA piso laminado e fabrica
(Tablemac) de resinas (DRD)
Manizale MDP Botucatu Chapa de
Yarumal MDP fibra e MDF

Barbosa MDF
Guarne Moveis

Para o abastecimento das unidades fabris, a Companhia possui florestas no Brasil,
nos estados de S&o Paulo, Minas Gerais, Rio Grande do Sul e Alagoas, e na Coldmbia.
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CHAPTER

The year 2014, replete with macro-econom-
ic challenges both in Brazil and the rest of the
world, represented a period of consolidation in
the Company’s strategic plan, known as Duratex
2020. This plan has been developed to organ-
ise, direct and define goals and actions to en-
able the Company to continue to grow, deliver-
Ing good results for its shareholders, while devel-
oping products and services to improve people’s
guality of life.

This long-term plan also has the objective of en-
suring the longevity of the business and provid-
iIng guidance for the Company’s executives in the
identification of risks and opportunities. Duratex
2020 is directly based on sustainability direc-
tives. These were re-worked in 2014, with their
horizon being extended from 2016 to 2020 (see
more on page 32).

This strategic plan was developed by the Exec-
utive Board and its team, and approved by the
Board of Directors. Its implementation will be
monitored by the Board of Directors based on
an annual evaluation.

® organic growth;
® internationalization;
® new businesses.

RETURN TO SUMMARY

Organic growth

Duratex continually invests in expanding and
modernizing its plants, as well as increasing its
production capacity and improving efficiency.
The new vitreous chinaware unit in Queimados
and the new MDF production line in Itapetinin-
ga were both concluded in 2013, with an invest-
ment of R$ 601.5 million. Both are expected to
be functioning fully by the end of 2015, after the
ramp-up Process.

The Company is also keeping a watch for acqui-
sition and partnership opportunities. In 2014 it
formed an alliance with the Carlos Lyra Group in
Alagoas, and bought the forestry assets of Cax-
uana Ltda., in Minas Gerais (see more on page
10). Investment in organic growth amounted to
approximately R$ 607.9 million, including these
two acquisitions, together with the increase in
the Company’s equity stake in Tablemac, from
37% to 80.6%.

One of the investments already announced, of
R$ 1.3 billion, is the construction of an industrial-
ized wood panel plant, with MDP and MDF pro-
duction lines, at Fazenda Nova Monte Carmelo,
located in the so-called Mineiro triangle (MG). Its
effective capacity of 1.4 million m?® per year will
make it Latin America’s largest panel producer,
expanding the Company’s total capacity to 5.6
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million m?/year, representing an increase of 34%.
Due to the current economic situation, this in-
vestment is under review waiting for a better
moment to bring this capacity onto the market.

Internationalization

The purchase of Tablemac, the Colombian indus-
trialized wood panel manufacturer, represents
the first step in Duratex’s industrialization strate-
gy outside Brazil. The operations in that country
have raised the Company’s revenue from abroad
from 5% to 10%, taking exports from Brazil and
Colombia production together.

In order to continue its international expansion,
Duratex intends to evaluate new opportunities
that are related to its core business. In addition
to broadening the Company’s growth, interna-
tional expansion also signifies diversification
of risk, reducing Duratex’s exposure to a single
economy.

New businesses in adjoining products

The purchase of Thermosystem, concluded in
2013, was Duratex’s first initiative in the diver-
sification of its business, investing in adjoining
products. Today, after the re-branding of the
name, Nnow incorporated into the Hydra line, Du-
ratex manufactures and sells electric showers
and taps, discharge valves and solar heaters.

2014 ANNUAL SUSTAINABILITY REPORT

Following the good performance represented
by this acquisition, Duratex also intends to ex-
pand its business through the purchase of com-
panies that work with products that have affin-
ity to those the Company has already developed,
preferably in the construction materials market.

Duratex’s Differentials

Verticalized production, strategic geographical
location, a constant search to reduce risks in-
herent in the businesses, continual investment in
processes and innovation, and especially a well-
structured corporate governance, together con-
stitute Duratex’s main differentials.

The Company’s verticalized production is essen-
tial in reducing costs and continually improv-
ing productivity in its 15 industrial complexes. In
the Wood Division, the Company has 272,000
hectares of land, counting land that is owned,
leased and incentivized. Of this total, 185,000
hectares are planted, principally with eucalyp-
tus trees, providing 95% of the wood supply
needs for the plants. In addition to guaranteeing
the supply of raw material, the plants are built
very close to the forests ensuring that logging
distances and freight costs are the lowest in the
market. In Agudos (SP), the average logging
distance between the plant and forest is only
45 km, the lowest in the world for the sector.

CHAPTER

Among its future investments, the plant in Nova
Monte Carmelo is to be built on its own farm,
reducing the average distance between forest
and plant still further.

Duratex is always alert to supply solutions
available in the market. While in the Southeast
the Company operates with its own forests,
in the Northeast it operates on a partnership
model, while in Rio Grande do Sul, the model
Is incentivization. Under this model Duratex’s
wood supply is guaranteed by a pool of ex-
ternal producers - on eucalyptus farms with a
minimum of 1 hectare in size. The majority of
the Company’s forestry areas carry FSC certifi-

RETURN TO SUMMARY 14

cation, as well as some of its external suppliers

(see more on page 40).

In addition to wood, MDF and MDP panels use
other raw material imports, the main ones be-
iIng resin (based on urea and formaldehyde)
and coating paper. Input prices vary with the
market and the dollar exchange rate. In order
to guarantee its supply, Duratex has built its
own resin plant in Agudos (SP), the production
of which is totally dedicated to the Company’s
plants located in the same state. The rest of
the demand from the other plants in Brazil is
supplied by external producers.
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In the Deca Division, an extensive portfolio com-
pining characteristics such as quality, advanced
design and product diversity, together with a
strong brand presence, is the differential that
maintains the Company’s leadership in the vitre-
ous chinaware and metal bathroom fittings seg-

ments (see more on page 37).

2014 ANNUAL SUSTAINABILITY REPORT

Intangible assets

Since its foundation, Duratex has combined attri-
butes that contribute to the generation of value
for the business that are not measured in finan-
cial terms on its balance sheet, such as its con-

CHAPTER

tinual quest to improve its operational processes.
These characteristics are present in the aspects
mentioned below.

Brand-name

The brand names Duratex, Durafloor, Deca and
Hydra are well-recognized by the market and
seen by consumers as being synonymous with
quality and reliability. The Company’s logo, up-
dated in 2012, emphasizes characteristics that
are important for the customer, such as proxim-
ity, flexibility, innovation and dynamism.

Innovation

Duratex continually invests in the research and de-
velopment of new products, solutions and technol-
ogies. New technological trends are monitored in
order to develop products that meet the demands
and needs of consumers, with improvement in pro-
ductivity and competitiveness.

In order to encourage innovation within the Com-
pany, the Imagine Program was launched in 2012
with the aim of promoting and disseminating a cul-
ture of innovation, creating networks of multi-disci-
plined relationships and multiple skills (internal and
external). By the end of December 2014 the pro-
gram had already received over 2070 suggestions,
1030 in 2014 alone.
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The Imagine Program is open to the entire organi-
zation and is based on incentives for innovation in
five key areas: products, processes, new businesses,
organization and marketing. In 2014 Duratex invest-
ed R$ 41.6 million in these innovation programs.

Quality

Duratex’s standard of product quality, a refer-
ence in the domestic market, is ensured by oper-
ational processes and practices adopted through
its measuring and monitoring systems. The Com-
pany also has a highly trained sales team, a na-
tionwide technical support network, as well as
client service channels such as the Customer Call
Center which projects a sense of credibility and
safety to consumers (see more on page 67).

Technology

Technological improvements to Duratex’s indus-
trial processes are carried out constantly, com-
bining increased productivity and a reduction
in environmental impacts. The industrial park is
equipped with machinery using the latest gen-
eration software and hardware and robotic pro-
cesses. Under its Business Continuity Plan, it is
possible to replicate the Company’s database,
which is stored in an external safe environment.
The IT infrastructure uses leading-edge technol-
ogy, based on the SAP platform.
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Eco-efficiency

The environmental aspects of Duratex’s produc-
tion processes are monitored continuously and
in a systemised manner, with a focus on reduc-
iIng the use of natural resources and increas-
ing efficiency. The wood used in the manufac-
ture of sheets and panels comes from forestry
plantations. The forestry areas managed by the
Company carry FSC certification, while its envi-
ronmental management system is certified by
ISO 14001. In its industrial plants the Company
invests in equipment and programs to reduce
water and energy consumption. It also has pro-
grams for increasing the level of recycling and
carrying out the correct disposal of residues,
while also encouraging the use of renewable
sources in its energy matrix, with a view to re-
ducing greenhouse gas emissions (see more
from page 40 onwards).

Geographical diversification

Duratex’s industrial plants are in strategic loca-
tions, enabling it to serve the domestic market
with a maximum of flexibility and quality. In the
international market, Duratex is a shareholder of
Tablemac, Colombia’s largest companies, provid-
ing the Company with a strategic presence with
which to serve the remainder of the Latin Ameri-
can market (see more on page 7).
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Our people

The engagement of its employees is an im-
portant differential for Duratex. The Compa-
ny encourages the training of its professional
staff and the attraction and retention of talent
through staff management, which is both inte-
grated and dynamic. It also provides an Om-
budsman Service structure for its employees, in
addition to important tools for the carrying out
of their activities, such as the Code of Ethics
and Conduct, as well as other internal policies
(see more on page 56).
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RAW MATERIALS USED

Copper in the form of bars, pipes and brass strips, copper and
bronze scrap, clay-based minerals (clay, kaolin and phyllite)
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DECA DIVISION

and non-clay-based minerals (quartz, feldspar or granite) electronic showers and solar heaters

Metal bathroom fittings, vitreous chinaware,
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WOOD DIVISION
MDF and MDP laminated flooring,

. resin and paper
panels and fiberboard

RAW MATERIALS USED

Woods, urea and formaldehyde-based

" INPUTS & RESOURCES

Financial capital

funds allocated
(R$ million)

Shareholders equity: R$ 4.609

Short and long-term loans:
R$ 2,807.8

Cash generation: R$ 1,0811

Capital manufactured

funds allocated
(R$ million)

Fixed assets: R$ 3,715.8

Cash utilized in investment
activity: R$ 6079

Natural capital

Cultivated forests: 185,000 hectares

Total water catchment: 5,480,422.85 m?®

Total consumption of materials and inputs:
4,349,534.71 metric tons

Human capital - funds allocated (R$ million)

Own employees: 11,057

Investment in the implementation of the Somos Assim
(how we are) program: R$ 0.2

Values associated with the attraction of talent: R$ 6.831

Preparation for leadership: R$ 1.76

VALUE & IMPACTS GENERATED

2014 results and environmental impacts

Costs of preventative measures and environmental management:
R$ 24.840/0 ('O00)

% of conservation areas: 24%

Reduction in water catchment: 8.1%

Cost of residue disposal, emission treatment
and mitigation: R$ 23,748.5 ('O00)

Reduction in residues sent to landfill: 0.57%

Energy saving: 3.3%

Absolute emission scope 1, 2 and 3: 487.502,48 tCO_e

Results and social impacts

Climate research: participation by 89% of employees

Ideas generated under the Imagine Program: 904

Investment in training: R$ 3,271

Outsourced staff: 3,019

Intellectual capital

Capital invested in innovation: R$ 41.6 million

New product launch: Deca Division (170 stock keeping units -
sku’s) and Wood Division (158 sku’s)

Professional staff involved in innovation processes: 24

Brand-names of value: Duratex, Deca, Hydra and
Durafloor

Training of employees (average hours): 71.53 hours
(organizational skills); 26.35 (SSO); and 12.59 (environmental)

Duratex supplier management (GFD)

Market recognition associated with brand-name: the list of
prizes received is on page 39

Distribution of value added- R$ 2,106.5 ('000) - total

Government: 31.6%

Employees: 34.7%
Shareholders: 6.3%

Financing: 15%

2014 highlights

Capital invested:
R$ 697.9 millions

Sales volumes in each
division: Deca Division -
26,577 pieces (5% less than
the previous year); and Wood
Division - 2.787.597 m*® (4.5%
more than the previous year)

Revenue: R$ 3,984.5 million
(2.9% more than the previous
year)

Adjusted and recurring
Ebitda: R$ 904.7 million
(variation - down 24.6% on
the previous year)

Shareholder remuneration:
R$ 146.9 million

New hirings: 2085
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RAW MATERIALS USED

Copper in the form of bars, pipes and brass strips, copper and
bronze scrap, clay-based minerals (clay, kaolin and phyllite)
and non-clay-based minerals (quartz, feldspar or granite)

HOW VALUE IS ADDED

Metal bathroom fittings, vitreous chinaware,
electronic showers and solar heaters

2014 ANNUAL SUSTAINABILITY REPORT

DECA DIVISION
BUSINESS

Governance

Continual improvement in strategic planning and
management

Committees and commissions governed by regulations

Participation of independent board members, in line
with Novo Mercado rules

Adoption of internal policies and standards -such as
the Environmental Policy and Risk Management Policy

Expansion to the industrial park

Acquisition of companies in co-related segments in
Brazil and abroad

Technology

Innovation

Business strategy

Strategic planning and sustainability platform,
connected and with the vision for 2020, which
involves: promoting the theme of integration

in various departments of the Company;
improving relationships with stakeholders; and
incorporating sustainability criteria in decision-
making processes

Diversified product portfolio

Alignment with best capital market practices

Investment in industrial and forestry units

Strategic geographical distribution of plants

International-ization

Quest for new business opportunities

Verticalized management and production
process

CHAPTER

WOOD DIVISION

MDF and MDP laminated flooring,
panels and fiberboard

Stakeholders

Shareholders and investors
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RAW MATERIALS USED

Woods, urea and formaldehyde-based
resin and paper

Object-ives 2020

Sustain-ability platform

Financial agents

To reach a level of strategic
management in the economic,
environmental and social areas, as

Clients, consumers and opinion-forming
public audiences, such as architects,
decorators, specifiers, shop front
attendants, joiners and plumbers

well as in terms of governance.

Suppliers

Employees

Community

Government and society

Press
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CORPORATE

GOVERNANCE

Duratex is continuing to improve its management, with
active participation by the Committees for Sustainability,
Staff Governance and Nomination, and Auditing and Risk

Management

Duratex is continually seeking to improve the
running of its business. Its management is based
on the best practices and corporate governance
directives, aiming to ensure perpetual generation
of wealth, customer satisfaction and an ethical
and transparent relationship with employees, so-
ciety, and other stakeholders, as well as achiev-
ing sustainable growth.

Management of the Company is carried out by
pbodies, committees and commissions governed
by regulations that are clear and available for con-
sultation by any interested party. A series of inter-
nal policies and standards are also adopted - such
as Environmental Policy and Risk Management -,
which provide support and direction for employees
in their work.

In 2014 the committees carried out a series of
tasks which are worthy of note, such as the prep-
aration and approval of the Company’s Social In-
vestment Policy. The Committee for Staff, Gover-
nance and Nomination established, together with
the Executive Board, Duratex’s first trainee pro-

gram, revised the Code of Ethics and Conduct
and reviewed the stock option plan for directors
and management, in addition to drawing up a suc-
cession plan for the main posts within the Com-
pany. The Committee for Auditing and Risk Man-
agement accompanied the work of the newly ap-
pointed external auditors and monitored the au-
diting work carried out internally. G4-38; G4-40

A Brazilian private-sector company, with shares
listed on the stock exchange since its foundation,
and controlled by Investimentos Itad S.A. (ltau-
sa) and Companhia Ligna de Investimentos, Du-
ratex is listed on the Novo Mercado, the segment
of BM&FBovespa dedicated to companies with
the highest corporate governance standards, and
which only have ordinary shares in issue (with the
right to vote at general shareholders meetings).
The Annual General Meeting is held once a year,
when shareholders vote on the election of mem-
bers of the Board of Directors and questions re-
lating to their remuneration, among other mat-
ters. Shareholders can also convene Extraordinary
General Meetings whenever they deem necessary.
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Governance Structure G4-34

General Shareholders Meeting

Board of Directors

Committee for the
Evaluation of Transactions
with Related Parties

Committee for Auditing
and Risk Management

Committee for Staff,
Governance and Nomination

Committee for Trading
and Disclosure

Executive Board
Commission for Innovation

Comité de Sustentabilidade

Commission for Investments

< 19 =2
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Shareholding breakdown* (%)
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Board of Directors

40.0% 20.0% 29.2%
il
0.4% —
M Itausa .
M Ligna O,4A o

M Foreign investors
Other local investors

B Pension funds

B Treasury

Obs.: Total shares in issue: 665,565,438. Shares in treasury:
2,485,759.

*Shareholding base as at 31/12/2014.

The Board of Directors is Duratex’s highest gov-
erning body, consisting of 10 members, of which
three (30%) are independent. Their involvement
in the definition of major company strategy is ex-
tremely consistent and takes place at meetings
at which investment plans are also discussed
and approved, the performance of the business,
as well as other subjects pertinent to manage-
ment. Members of the Board have mandate of
one year with pre-election permitted, at the Gen-
eral Shareholders’™ Meeting. In 2014 the Board
met 11 times, with its members having an aver-
age attendance rate of 93.58%. From 2015 the
Board will also have a mission to carry out annu-
al assessments and suggest revisions to Duratex
2020. G4-38

The performance of this collegiate is assessed
formally once a year, with the procedure being
conducted by an external consultant. Prior to
this, the processes and procedures are estab-
lished by the Committee for Staff, Governance
and Nomination, considering economic, social
and environmental aspects. After the evaluation,
the consultancy firm provides individual feed-
back for each member of the Board. G4-44

The Chairman of the Board of Directors, as is the
case of the other board members, does not hold
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DURATEX ONCE AGAIN WAS INCLUDED IN THE DJSI AND ISE INDICES

Duratex, for the third year running was listed
as part of the Dow Jones Sustainability Emer-
ging Markets Index (DJSI), the New York Sto-
ck Exchange sustainability index for emer-
ging markets. In results terms (O to 100), the
Company has improved from a general score
of 76 in 2013, to 81in 2014, based on three key

aspects: economic, environmental and social.
For the environmental aspect, the score in-
creased from 78 to 88, with advances being
seen principally in Environmental Policy/Ma-

nagement Systems, Operational Eco-Effi-
ciency and Sustainable Forest Management.

86 companies were listed, from 12 different
countries, of which only 17 are Brazilian. Dura-

an executive post within the Company, thus en-
suring the Executive Board’s independence in
carrying out the tasks necessary to run the busi-
ness. The Executive Board, in turn, is composed
of 11 executives elected by the Board of Directors
for a mandate of one year, and is responsible for
implementing action plans and investment pro-
grams. The relationship between members of the
Board of Directors and Executive Board can be

tex was also included in the 2015 Sustainabi-
lity Yearbook, receiving the bronze medal for
pbeing an Industry Mover, awarded to compa-
nies which have significantly improved their
sustainability performance compared to the
previous year. This international recognition
is the result of the differentiated governan-
ce and sustainability controls adopted by the
Company. Since 2008, Duratex has also been
included in the BM&FBovespa (Sao Paulo
Stock Exchange) Corporate Sustainability In-
dex (ISE).

Committees and Commissions

Duratex has committees and commissions which
provide assistance to the Board of Directors and
the Executive Board, respectively, in the manage-
ment and decision-making process. All these bod-
ies include one member of the Board, and, with
the exception of the Committee for Trading and
Disclosure, also include the participation of an in-
dependent specialist. G4-35; G4-36; G4-42; G4-43
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The committees have their own agenda, with
each one holding regular meetings. The work is
shared with the members of the Board of Direc-
tors through quarterly reports, and when special-
ists participate in meetings, committees also make
recommendations on what should be approved.
Evaluation of the committees is carried out annu-
ally, and in 2014 this task was carried out by an ex-
ternal assessor. To learn about the composition of
the committees and commissions, click here.

The committees established within the Compa-
ny to provide support for the Board of Directors,
are described below.

Committee for Auditing and Risk Management:
supervises internal controls and the management
of risks inherent in the Company’s activities and
those of its subsidiaries, as well the work carried
out by the internal and external auditors. It also
assesses the quality and integrity of the finan-
cial statements. This committee also has a direct

denouncements of failure to comply with legal or
regulatory requirements, and any cases of fraud
or errors in internal controls, accounting or audi-
ting activities. The procedure adopted using this
communication channel is described in the Policy
for Receiving and Dealing with Denouncements
and the Combating of lllicit Acts, which can be
accessed on Duratex’s website. G4-49; G4-58
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Committee for Staff, Governance and Nomina-
tion: analyses and makes recommendations on
the Company’s corporate governance structure,
the succession process for its managers, as well
as employee remuneration and development po-
licy. It ensures that policies and plans exist and
are maintained, so resulting in a cohesive, com-
petent, high-performance workforce.

Committee for the Evaluation of Transactions
with Related Parties: ensures that transactions
with related parties take into consideration
Duratex’s interests, observing conditions that
are strictly in line with market prices, and are ne-

gotiated in an independent manner, through a

transparent and ethical process, in compliance

CHAPTER

with the legislation in force. It consists of three
members, all independent.

Committee for Sustainability: plays an active
role in the definition of the strategic positioning
of sustainability in the business units to be co-
vered by the Sustainability Platform, in the defi-
nition of consequent priority themes; in the ad-
justment of the organisational structure of the
area; in the definition of performance measure-
ments; and in the incorporation of sustainability
in a transverse manner across the Company’s va-
rious business areas. (see more on page 32).

Committee for Trading and Disclosure: analy-
ses and discusses facts and events material to the
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Company to be published in the market, moni-
tors the trading of its securities, and ensures com-
pliance with the Policy for Trading and Disclosure.

The commissions which provide support for the
Executive Board are:

e Executive Commission: analyses and discuss-
es all Duratex’s strategic and operational as-
pects, defining general directives.

¢ Innovation commission: aims to ensure the
growth, competitiveness and outstanding reli-
ability of the Company.

e Commission for investment: analyses Duratex’s
competitiveness and its competitors, in addition
to accompanying and approving investment in
fixed assets.

e Commission for risks: assesses and monitors
the risks involved in the Company’s opera-
tions and recommends appropriate policies to
management.
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Make-up of groups responsible for governance in 2014
G4-LA12

Board of directors Executive Board

(by gender) % (by gender) 10%

B Men (12) B Women (1) B Men (9) B Women (1)

By age bracket

Below 30 | Between 31 and 50 Over 51

Board of Directors 0% 15% 85%
Men 0% 17% 83%
Women 0% 0% 100%
Men 0% 1% 89%
Women 0% 0% 100%

Obs.: The complete table is available on a 78.
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Code of ethics and conduct

The Company’s values are expressed in its Code
of Ethics and Conduct, drawn up to provide di-
rection for employees and managers in their
daily work, and clarifying what the Company
expects in terms of conduct. G4-DMA; G4-41;
G4-56

In it, Duratex establishes ethical standards to be
adopted in the conducting of its business, espe-
cially with regard to the combating of corrup-
tion, as set out in Law No. 12,846/13, known as
the Clean Company Law. Nonetheless, the Com-
pany continues to make improvements to poli-
cies and procedures, with the objective of com-
plying with the regulations of this law.

In general, the document provides details of:

® Duratex’'s commitment to society, in particu-
lar its employees, customers, consumers and
suppliers;

® Standards of conduct expected from employ-
ees in the exercising of their personal and pro-
fessional responsibilities.

The Code also covers Duratex’s policies and ini-
tiatives to ensure respect for human rights in its
activities and in the production chain. As a sig-
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natory, since 2007, of the Global Compact (an
initiative by the United Nations Organisation to
encourage the corporate sector to adopt good
socio-environmental practices), the Company
monitors the compliance with these issues in
100% of its operations and trains all its new em-
ployees on joining the workforce. Training in poli-
cies and human rights procedures involved 1043
hours of training in 2014, for all those hired dur-
ing the year, corresponding to 19% of the em-
ployee total - the remaining 81% having received
training in previous years. The Company’s poli-
cies for contracting suppliers takes the same as-
pects into account. G4-DMA; G4-15; G4-HR2;
G4-HR9; G4-S04

Any queries about the code or situations which
could give rise to potential conflicts of interest
must be reported to the Ombudsman Depart-
ment. In 2014 this department received three
consultations on themes related to potential con-
flict of interests on the part of employers, and
provided clarification on queries and requests for
guidance with respect to the code. All requests
were dealt with.G4-57

Risk management

The principal risks to which the Company is
exposed are managed by a policy that iden-
tifies, monitors and prioritises each one. The
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Committee for Auditing and Risk Management
mappedthese risks in 2011, with assistance from
an external consultancy firm (see table summary
on pages 24 and 25).

Every year, in accordance with the risk manage-
ment policy established, and in order to ensure
its continued improvement, the risk map is re-
visited and assessed with respect to the prob-
ability of occurrence and possible impact on the
businesses. In this way, the internal auditing de-
partment submits a report to the Board of Direc-
tors with suggestions and/or recommendations
to mitigate or even eliminate these risks. G4-45;
G4-46; G4-47

Each risk is continually assessed with respect to
possible occurrence and financial impact on the
businesses. Whenever necessary, Duratex com-
municates the results of the steps in the risk
Mmanagement process in a transparent and objec-
tive manner to the Board of Directors, contribut-
ing to an understanding of the current situation
and the efficiency of the action plans. G4-14

Some of the main market risks from which the
Company seeks protection, are described below.

e Exchange rate risk: exchange rate risk is the
risk of reduction in the value of the Company’s
assets or an increase in its liabilities as a con-
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seguence of alteration in the exchange rate.
Under this policy, the Company periodically
monitors its net asset and liability exposure in
foreign currency (natural hedge) and takes out
hedging operations to protect additional expo-
sure. Another way of mitigating the risk is cov-
ered in the Duratex 2020 strategic plan, which
focuses on the Company’s growth, based on
three key elements. One of these is the inter-
nationalisation of its operations, which should
ensure that the Company has lessened its de-
pendence on one economy - in this case, the
Brazilian economy-, seeing that currently 90%
of the Company’s commercial operations are
carried out in Brazil.

® Credit risk: the Company’s sales policy is di-
rectly associated with the level of credit risk
to which it is disposed to subject itself in the
course of its business. The diversification of its
receivables portfolio and the selection of its cli-
ents, as well as the monitoring of sales financ-
ing terms and individual credit limits, are all
procedures adopted with a view to minimising
the level of overdue accounts or losses.

e Environmental risk: the Company’s instal-
lations and operations, as well at its forestry
base, are subject to federal, state and munici-
pal laws and the regulations and authorisations
required on environmental questions. Its activi-
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ties are constantly inspected by government

environmental protection bodies, and Duratex
fulfils all the requirements of the applicable
environmental regulations. In addition to le-
gal guestions, the Risk Commission evaluates
the Company’s environmental risk, such as the
availability, shortage and dispute for critical re-
sources and energy; risks associated with cli-
mate change; pollution etc. Some projects pro-
vide support for this evaluation, among these
being Economic Sensitivity Analysis and Sus-
tainability Assessment of Hydrographic Basins
(see more on page 41).
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Risks and opportunities for the organisation’s activities as a result of climate change G4-DMA; G4-2; G4-EC2

Risk factor Description

Management method

Risks due to changes in physical climate parameters*

Extreme changes due to heavy rainfall and Alteration to the rainfall cycle, increasing the risk of drought and reduced forestry
drought production

The Brazilian energy matrix is mainly composed of hydroelectric energy. As a conse-
Change in average rainfall guence, security in the supply of energy in Brazil depends on rainfall and the quan-
tity of water available in the reservoirs

Lack of water for catchment
Alteration to rainfall patterns Reduction in supply of raw materials
Increase in the number of forest fires: reduction in forestry production

Reduction in the quality of land available for planting, as a result of demand for agri-
Other factors of climate change cultural areas, as a consequence of alteration in rainfall patterns, which is causing
droughts and floods

Changes induced in national resources Reduction in inputs

Physical risks imply costs as a function of repairs following extreme events, improve-
ments in safety and operational investment. In case of electricity, Duratex manages the-
se risks through a series of initiatives that makes its energy matrix more independent.
Currently, 44% of its energy matrix is based on biomass originating from its own in-
dustrial processes. Considering the physical risks in general, in the forestry area studies
are being carried out with its Flow Tower Project, which aims to study the balance of
carbon, water and nutrients in the eucalyptus forest cycle. In the case of water, a study
is in place to evaluate the sustainability of the hydrographic basins where Duratex’s
industrial units are located. In addition to this, reduction targets have been established
as part of its Sustainability Platform for water, energy, residue, effluent and emission
indicators, and for the management of the Company’s supply chain under the Duratex
Supplier Management Program (GFD)

Risks that are brought about by changes in other developments related to climate *

Alteration in consumer behaviour Calculation of carbon footprint during product life-cycle

Management of supplier chain, taking into account the environmental and social

Other criteria .
variables

Increase in inflation and/or other rates and reduction in incomes: reduction in

Fluctuating socio-economic conditions .
consumption

Risks due to changes in regulatory parameters

Other climatic risks imply costs due to unexpected situations. To manage these risks,
Duratex has the following initiatives: quantification of greenhouse gas emissions, throu-
gh its annual greenhouse gas emission inventory, with verification by an independent
company. In its supplier chain, the Duratex Supplier Management Program strengthens
relationships with the Company’s suppliers and disseminates good practices, based on
criteria that go beyond the merely economic, in the selection of partners.

Charges Levying of charges on carbon emissions
Limits to air pollution Trend in state regulations referring to emission reduction targets

Requirements for greenhouse gas emission inventories to obtain environmental

Environmental regulation .
licences

Obligatory emission reporting Demand for report on carbon emissions

Trend: increase in Duratex’s carbon emissions as result of new acquisitions or an

International agreements increase in the emission factor of the National Grid

Regulatory risks can imply costs referring to taxes and charges on products and services
that emit CO2 and penalties in the event of reduction targets not being met. Duratex ma-
nages these risks through a series of initiatives such as: participation in groups and repre-
sentative associations involved in policy decisions in the discussion of subjects related to
greenhouse gas emissions (Companies for Climate, Brazilian GHG Protocol program, GHG
agriculture, Carbon Efficiency Index and CDP); monitoring of environmental legislation,
such as federal and state policies on climate change; quantification of greenhouse gas
emissions through an annual inventory with independent verification, in order to guarantee
the quality and improvement in the day; calculation of carbon fixed by plantations.
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Risk factor Description
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Management method

Opportunities arising as a result of changes in regulations*

Launching of a Voluntary Brazilian Carbon Market
Cap and trade market . .
Carbon stock fixed by forestry plantations

Other regulatory directives Development of competitive technologies, processes, products and services

Regulation of renewable energy Increase in the consumption of energy from renewable sources

In order to manage these opportunities, Duratex has initiatives such as: the Commit-
tee for Innovation, to ensure that growth and competitiveness go hand in hand with
high profitability for the Company; laboratory research and implementation of pilot
projects for new products. Opportunities were also identified for the development of
projects, such as ProAgua, which aims to provide solutions for clients who wish to
implement the efficient use of water in their buildings. To calculate the carbon stock
fixed in commercial plantations, forestry inventory data is used. Duratex participates
in initiatives such as Companies for Climate, the Brazilian GHG Protocol program, GHG
Agriculture, the Carbon Efficiency Index and CDP, with a view to future opportunities
in the domestic market. In the Companies for Climate initiative, Duratex participated in
the Commerce Emission Simulation System (SCE). The object of this exercise was to
engage Brazilian companies in the debate on the subject of the cap and trade market
to reduce greenhouse gas emissions

Opportunities arising from alteration to physical climatic parameters

Extreme changes due to heavy rainfall and

drought ture reconstruction, or the substitution of inefficient products

Changes in natural resources Reuse/recycling of materials

In the event of extreme events occurring, the Company would be able to supply Duratex manages these opportunities through strategic plans, with a time horizon to
wood panels, metal bathroom fittings and vitreous chinaware to help in infrastruc- 2020, which consider: a diversified product portfolio; vertically integrated production

processes; regular investment in industrial plants and forestry units; strategic geogra-
phical distribution of plants, guaranteeing a rapid response to customer demand. The
Company also looks for opportunities to increase its use of recycled materials

Opportunities brought about by changes in other developments related to climate*

Serving market indices such as ISE, GRI, CDP, ICO2 etc.

Reputation

Duratex’s proactive stance with respect to strategic carbon management and agre-
ements between companies in the same sector

*Duratex is improving its evaluation method of associated courses.

In 2013 the Company created its Sustainability Platform, with a medium-term strategic
plan which includes management of climate change. Duratex also participates in Brazi-
lian forums that discuss this theme, such as Companies for Climate (EPC), co-ordinated
by the Getulio Vargas Foundation, the Brazilian GHG Protocol Program, GHG Agricul-
ture, The BM&FBovespa Carbon Efficiency Index (ICO2), and CDP. An initiative by the
Company is its report on market indices. For the second year, Duratex was selected to
be part of the New York Stock Exchange DJSI index, one of the world’s strictest indices,
which evaluates the economic and socio-economic performance of listed companies.
Duratex has also been included since 2008 in the BM&FBovespa ISE index, being one
of 51 companies listed, which evaluates concepts of sustainability in the management
of the business
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NEW AREA OF COMPLIANCE IN SUPPORT OF ETHICS

In 2014 Duratex created an area dedicated

to compliance, coming under the respon-
sibility of the Legal Department. In this
way, Duratex takes a lead, being one of
the few companies to meet the require-
ments of renewed registration for Pro-Eti-

ca, an initiative of the General Comptroller

of the Union and the Ethos Institute. In
registering, companies publicly and vo-

luntarily commit themselves to preventing

and combating corruption, in support of
ethics in business. G4-S04

Before this new area was set up, through
its internal auditing department Dura-
tex already carried out audits, whenever
necessary, at all its units, with the aim

of identifying and deterring possible oc-
currences of fraud and corruption, and
minimising the risks related to them. The
audits are planned based on the risks
identified in the risk map. These risks can
include financial or operational losses,
damage to the Company’s image and
regulatory sanctions. The results of the
evaluation carried out by the internal au-

dit department did not indicate any signi-
ficant risks of corruption.

In 2014 the Ombudsman Department re-
ceived four communications referring to
cases of corruption: two were investigated
and judged to be groundless, while two are
currently under investigation. No employee
has been punished or dismissed for cor-
ruption, and there is no record at Duratex’s
Legal Department of any process of this
type. G4-41; G4-49; G4-SO3; G4-SO5

For 2015, in addition to constant risk evalu-
ation, the internal audit department is in-
cluding the forecasting of freight payments
in its planning, as well as management

in the use of fuel, management of assets
security, expenditure on travel expenses,
commissions on the sale of products, and
mMmanagement of general maintenance.
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Financial implications associated with
climate change G4-EC2

In 2014, Duratex began a project to analyse the
economic sensitivity from the impacts of the
main environmental themes on the Company’s
operations and its market value. The Company
also participates in the Companies for Climate
initiative (EPC), which seeks to help companies
achieve a more in-depth knowledge of the finan-
cial implications and costs associated with risks
of climate change.

Political contributions G4-DMA; G4-SO6

While Duratex has no defined policy for financial
contributions to election campaigns, in 2014 it
contributed R$ 1,385,000 to political candidates
for public office. The amounts were approved by
the Executive Board, bearing in mind that no do-
nation may exceed 2.5% of the total budget for
each candidate (see more on page 7/6).

Internal control policies

Duratex adopts an internal control policy with
the objective of instituting directives and pro-
cedures to ensure that the risks inherent in the
Company’s activities are identified and managed
appropriately, in the following aspects:
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e compliance with laws and applicable
regulations;

e cfficiency and effectiveness of operations;

® consistency, timeliness and appropriate protec-
tion of information;

e safeguarding of assets.

Management of economic, social
and environmental aspects

Duratex bases itself on a policy of defining di-
rectives and management principles, continual
improvement and communication to ensure the
sustainability of its businesses, acting in a res-
ponsible manner with respect to the socio-envi-
ronmental aspects inherent in the characteristics
and scale of each of its units. G4-44

Occupational health and safety

Duraseg is an Occupational Health and Safety
Management System, set up in 2013. It coordi-
nates Duratex’s entire occupational health and
safety policy and establishes its directives (see
more on page 59).
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Sector participation

Duratex actively participates in various forums,
being represented in various institutions (see
list), at which matters and themes relevant to the
Company’s businesses are discussed. These fo-
rums for dialogue are run by different sector en-
tities and associations. G4-16

® Brazilian Foundry Association (Abifa)

® Brazilian Furniture Industry Association
(Abimovel)

® Brazilian Tree Industry (lba)

® Brazilian Association of Listed Companies
(Abrasca)

e Commercial Association of Uberaba (Aciu)

e Association of Forestry Companies from Rio
Grande do Sul (Ageflor)

e S50 Paulo Association for Planted Forestry
Producers (Florestar)

® Minais Gerais Silviculture Association (AMS)

e National Power Consumer Association (Anace)

2014 ANNUAL SUSTAINABILITY REPORT

e National Association of Manufacturers of Ce-
ramics for Coatings, Vitreous Chinaware and
Similar Products (Anfacer)

® Brazilian Association of Architectural Firms
(Asbea)

e Centre for Industry of the State Sao Paulo
(Ciesp)

® S50 Paulo State Industry Federation (Fiesp)

e Brazilian Financial Executives Institute (lbef)

® |nstitute for Industrial Development Studies
(ledD)

® |nstitute for Forestry Research and Studies
(Ipef)

® Society for Forestry Investigations (SIF)

CHAPTER

D,

L ] >3

RETURN TO SUMMARY

-
3
3
A
L

27




OSTRATEGY

Duratex’s Ombudsman Policy

Duratex Ombudsman Service has been in exis-
tence since 2012, and is an additional channel for
dialogue between the Company and its public au-
diences, which deals with suggestions, consulta-
tions, criticisms and praise received. It is the for-
mal forum for the receipt of denouncements which
may involve deviations from the Company’s Values
and Code of Ethics and Conduct. This body an-
swers directly to the Chairman of the Board and,
operationally, to the CEO. Every six months the
Ombudsman Department submits a report on its
work to the Committee for Staff, Governance and
Nomination, and makes a presentation to the Ex-
ecutive Board. G4-S04

The Ombudsman Department also provides a ren-
dering of its accounts on a half-yearly basis to the
Committee for Auditing and Risk Management,
and whenever requested, to the Board of Direc-
tors. It also draws up a series of indicators which
enable the managers of the various areas to mea-
sure their business performance and participate in
the evolution process. G4-49; G4-58

The activities of the Ombudsman Department are
confidential, accepting anonymous reports. Cur-
rently it provides a service to employees from all
the business areas, as well as suppliers. Any reports
received from stakeholders not yet served by the
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Ombudsman Department are sent in through the
Company’s existing formal communication chan-
nels or dealt with internally by the areas respon-
sible. Duratex’s Ombudsman Policy is available for
consultation on the Company’s website , under In-
vestors> Corporate Governance> Regulations and
Policies> Ombudsman Policies, as well as through
the Company intranet. G4-DMA; G4-49; G4-50;
G4-S04

Cases relating to deviations from ethical standards
(possible cases of harassment, discrimination,
among others) are investigated by the Ombuds-
man Department, with information being sent to
the director of the area involved, and also reported
to the CEO and Board Chairman. Any cases involv-
INng Mmanagers are communicated to the CEO and
the Chairman of the Board and the Chairman of
the Committee for Staff, Governance and Nomina-
tion. If proven, the cases are also passed on to the
Chairman of the Committee for Auditing and Risk
Management. Depending on the nature of the sub-
ject matter, the Ombudsman Department may also
employ the services of the Internal Audit Unit. G4-
DMA; G4-50; G4-58

The Ombudsman Department sends out com-
munications to the Company’s units on a regular
basis, making use of the various communication
channels to publish information on its own dedi-
cated communication channel, making employ-
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ees aware of its use. In this way it ensures that
all employees are aware of it and know how and
when to access it. G4-58

OMBUDSMAN DEPARTMENT
COMMUNICATION CHANNELS
E-mail: ouvidoria@duratex.com.br
Internet: electronic form available

on website

Voicemail: 0800 55 75 77
Correspondence, letters addressed to:
Av. Paulista, 1.938 - 9¢ andar

- A/C Quvidoria Duratex - Sdo Paulo
(SP) - CEP 01310-942

The Ombudsman Department also has
the following additional communication
channels.

EMPLOYEES
Intranet: electronic form on Ombuds-
man Department link

Suggestion boxes: available in the
Company’s units

SUPPLIERS
Suppliers Portal

G4-57; G4-58
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FINANCIAL ASP

Performance of the businesses

Predictions for a challenging business environ-
ment in this year of the World Cup in Brazil and
the Presidential Elections proved correct. This
combined with an adverse macro-economic sce-
nario, heavy levels of consumer debt, high inter-
est rates and low GDP growth. Against this back-
ground, Duratex still manage to grow its net rev-
enue by 2.9%, but adjusted and recurring Ebitda
fell by 20.7%, with net recurring earnings down

by 36.6%. In 2014 the Company’s capital expen-
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diture amounted to R$ 607.9 million, including
the increase in its equity stake in the Colombian
company Tablemac, from 37% to 80.6%, the ac-
quisition of the forestry assets of Caxuana and
the creation of a joint-venture with Usina Caeté,
to plant eucalyptus forests in the Brazilian North-
east. The Company also adopted rising targets
for cutting costs. In this way, it is well-prepared
to meet any growth in demand when it happens.
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Main indicators (R$ 000, except where indicated)

2014 2013 2012 20M 2010

SHIPMENTS
Wood Division (m?) 2.787.597

Deca Division (thousands of pieces) 26.577

RESULTS (R$ '000)

Net revenue 3.984.507
Domestic market 3.577.744
International market 406.763
Recurring Ebitda 952141
Recurring net earnings 359.048
Net earnings per share (R$)* 0,60
Value added 2106.557

PROFITABILITY

Gross margin (%) 30,5
Recurring Ebitda margin (%) 23,9
Recurring net margin (%) 9,0
Recurring return on equity 79

(ROE) (%)

2.668,228 2.635.084 2.268.822 2.312177
27.983 25.772 25.505 21.639
3.872.705 3.372.546 2.970.365 2.741.810
3.718.366 3.245.573 2.835.969 2.629.069
154.339 126.973 134.396 12.741
1.200.097 1.024.591 839.349 893.002
561.638 455.489 374.860 467247
0,88 0,84 0,68 0,85
2155.494 1.841.928 1.694.756 1.571.236
37,3 35]1 34 40,8

31,0 30,4 26,9 31,0

14,5 13,5 11,8 16,0

13,3 1,8 9,8 13,3

INVESTMENTS

Education, training and development 5912
programs

The environment 48.588
Research and development 24.305
Resource application plan 6079
Number of employees** 1.742

3.078 1.826 956 1.378
45.048 27.679 26.680 17.574
22.048 19.118 19.322 23.341
©601.476 832.214 ©635.846 459.564

11.733 10.601 10.668 9.690

*Earnings per share is calculated by dividing earnings attributable to shareholders of the Company, by the weighted average of
ordinary shares in issue during the financial year, excluding ordinary shares held in treasury. Note that for periods prior to April
2014, adjustments have been made to this indicator to reflect the 10% share bonus issue in that month.

**Includes employees abroad, student trainees and Deca Hydra.
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Distribution of value added comparison

Duratex’s value added in 2014 came to a total
of R$ 2,106.5 million, down 2.27% compared to
2013, with 31.6% of this total going to federal,
state and municipal governments in the form of
taxes and contributions (see more on page 72).
G4-EC1

Distribution of value added in 2014 (%)
G4-EC1

34,7%

31,6%

B Remuneration for labour

B Remuneration to government

B Remuneration of financing
Retained earnings

B Remuneration to shareholders

2014 ANNUAL SUSTAINABILITY REPORT

Government financial assistance
received G4-EC4

At the end of 2014 Duratex’s total debt amount-
ed to R$ 2,684.815. Two credit lines- Fundiest
and Fundopem (company operations fund) - are
supported by government financial assistance,
although not significant.

Both these credit lines were taken out in coun-
terparty to investments made in the municipal-
ities of Taguari (RS) and Uberaba (MG). These
units are already contributing, and will continue
to contribute, directly to the social and econom-
ic development of these regions, through the
creation of direct and indirect jobs, as well as in-
creased levying of contributions and taxes at the
municipal and state level.

Fundiest, a credit line granted by the Minais
Gerais Development Bank (BDMG), is in the pro-
cess of being paid back. As at the end of De-
cember 2014, the balance owing amounted to R$
131,355,000, to be paid back by the end of De-
cember 2020. The Fundopem credit line is still
in the payout phase, and at the end of 2014 the
balance owed amounted to R$ 30,382,000.

Therefore, these two types of government assis-
tance amounted to total lending of R$ 161,717,000
at the end of 2014, which represents 6% of the

= CHAPTER
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Qutros incentivos fiscais G4-EC4

- : . . : Total in 2014

INSS welfare contribution cal-

Welfare contribution on sales
(INSS) *

Industrial development support
fund (Fain)**

Pernambuco state develop-
ment program (Prodepe)***

Total

Credit authorised of 60.6%

Credit authorised of 75%

culated at a rate of 1% on sales
(products listed under Law No.

Indeterminate 6,950
12,546/11)
Indeterminate 1,471
March/2023 7184
15,605

*Federal benefit for the metal bathroom fittings and vitreous chinaware unit.
**Benefit granted by the state of Paraiba for the Paraiba vitreous chinaware unit.
***Benefit granted by the state of Pernambuco for the Recife vitreous chinaware unit.

Company’s total debt. In addition to this, Duratex
receives other tax incentives (state and federal), as
shown in the table below. In 2014, tax incentives
amounted to approximately R$ 16 million. The gov-
ernment does not have an equity stake in Duratex .

Deca Division

The Deca Division ended 2014 with a shipment
volume of 26,577,000 pieces, down 5% com-
pared to 2013 as a result of the adverse scenario
in the Brazilian economy. Pressure on costs, as-
sociated with the capacity increase at the vitre-
ous chinaware plant in Queimados and the repo-
sitioning of the Thermosystem brand name to the

Deca Hydra brand, contributed to keeping gross
net revenue margins and Ebitda under pressure.
However, with the investment made in the Quei-
mados plant, it is now ready to cater to demand
in a more flexible manner, at a lower cost - thanks
to modernisation and its good geographical loca-
tion. Net revenue for the Division, which totalled
R$ 1,342.6 million, registered a drop of 1.8% com-
pared to the previous year, while sales in the sec-
tor as a whole dropped by 6.6%, according to a
survey by Abramat, the Brazilian Construction
Materials Industry Association. This reflects resis-
tance by consumers to making commitments on
their income due to major uncertainty about fu-
ture conditions in the labour market.
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To adjust capacity to demand and increase ca-
pacity utilization at its more efficient plants, in
December Deca closed the Loucas Jundiai Il unit,
transferring production to the unit at Queimados
(RJ). This decision, part of the Company’s long-
term plans, was based on two principal factors:
the uncertain economic scenario, with unstable
demand and a desire to increase capacity utiliza-
tion at its more modern plants. This change has
resulted in an improvement in industrial produc-
tivity, with lower labour costs and the use of tax
benefits offered in the Queimados region.

Wood Division

According to data from the Brazilian Tree Industry
(Ibd), the sale of panels in the Brazilian market -
which represent around 95% of the Division's rev-
enues - fell by 2% last year. The MDF panel seg-
ment showed a better performance, with ship-
ment volume up 3% in the domestic market. While
the MDP panel market suffered a retraction of 8%.

The Wood Division reported a 5.4% increase in
net revenue in 2014, compared to the previous
year, as a function of a recovery in prices in the
third quarter. Shipment volume totalled 2,787,597
m3, up 4.5% on 2013.

Demand having improved in the third and fourth
quarters of 2014, as a conseguence of a recovery

2014 ANNUAL SUSTAINABILITY REPORT

Wood Division - breakdown of flooring
and panel sales in 2014 (%)

30%
B Furniture industry M Construction . J
M Re-sales Others 4%

in MDF prices, recurring Ebitda margin amount-
ed to 38.6%, although this was still below the
43.7% reported in 2013.

The purchase of forests in Minas Gerais, in 2014,
reduced costs and made for more efficient in-
dustrial supply. While the partnership with the
Caeté, group, in the Northeast, laid the founda-
tion for the planting of forests to support expan-
sion in panel manufacturing.
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Capital markets

Duratex ended 2014 with a market capitalization
equivalent to R$ 5,324.5 million, based on a closing
share price of R$ 8.03, with a total of 665,565,438
shares in issue, and 2,485,759 shares held in trea-
sury - a free float of 40%.

There were 1,458,800 trades in the Company's
shares in 2014 on the Sao Paulo stock exchange -
BM&FBovespa, with a total of 228.1 million shares
changing hands representing a total trading vol-
ume of R$ 4,721.0 million, or an average daily vol-
ume of R$ 19.0 million. This level of liquidity guar-
anteed the Company's presence in the lbovespa in-
dex, comprising approximately 60 shares for which
the principal inclusion criteria are aspects related
to share liquidity.

Duratex's shares are listed on the Novo Mercado,
the segment of BM&FBovespa which concentrates
companies with the highest level of corporate gov-
ernance. The Company also has a differentiated
dividend distribution policy with a payout ratio of
30% of adjusted net earnings, while also conform-
ing to the Abrasca Code of Self Regulation and
Good Practices for Listed Companies (see more
on page 19).

Duratex's investors can contact the Company by
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conference calls with capital market specialists, as
well as a public meeting for members of Apimec,
the Association of Capital Market Analysts and
Professionals, in S&do Paulo, which brought togeth-
er approximately 112 investors.
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A CORNERSTONE OF OUR

BUSINESS

The objective is to reach a level of strategic management in
governance, economic, environmental and social aspects by 2020

Duratex views sustainability as an inherent part
of its business and an obligatory condition for its
longevity, seeing that it is increasingly regarded
as a competitive advantage. This means that the
Company intends to think even more effective-
ly about its business, using socio-environmental
criteria in decision-making, in the opening or ac-
quisition of new units, and in the development
of new products, always establishing a dialogue
with the principal stakeholders involved. G4=-36

The Company's projects are systematically evalu-
ated by the Committee for Sustainability, which
assesses them particularly from an environmen-
tal and social perspective. Today, no plant is ei-
ther built or acquired without its socio-environ-
mental aspects being carefully considered.

Owing to its wish to strengthen sustainability as
a transverse theme throughout all the Compa-
ny's areas, Duratex invests in the development
and management of this area. Structurally, in
2013 this area was individualized within the Com-
pany's units, thus creating Deca, Wood and Cor-
porate Sustainability divisional management de-

partments, each with their own budgets. G4-36;
G4-37

The Corporate Sustainability Management De-
partment reports directly to the CEO and is re-
sponsible for the development of integrated stra-
tegic planning and the evaluation of opportuni-
ties for improvement within the Company, based
on analysis of external scenarios, materiality and
a combination of environmental and market in-
dicators. The area also co-ordinates engagement
and dialogue initiatives, social investment poli-
cies and community relationships. G4-45

The development of sustainability strategy, ap-
proved in 2013 previously operated on a horizon
to 2016. This was reviewed in 2014, being broad-
ened and consolidated as the Sustainability Plat-
form, establishing medium-term sustainability di-
rectives for the entire Company, in consonance
with the Duratex 2020 strategic plan.

Approved in 2014 by the Board of Directors and
Shareholders, the Sustainability Platform has the
principal objective of achieving a level of stra-

Structure of sustainability governance

Committee for
Sustainability

A

Corporate
Sustainability

VP VP
Wood Division Deca Division

Deca Division
Sustainability
Department

Wood Division
Sustainability
Department

C.A. = Board of Directors VP = Vice Presidency

tegic management for its fundamental key ele-
ments, in terms of governance, economic, envi-
ronmental and social aspects*. In practice, the
Company intends to establish sustainability as
another cornerstone of the business by 2020, to
generate value over the long term.

Duratex recognizes that the social aspect is that
which currently demands the highest investment.
As a basis for its development, in 2014 the Com-
mittee of Sustainability revised Duratex's social
policy, which was renamed as Social Responsibil-
ity Policy, incorporating Social Investment Poli-
cies and Stakeholder Engagement.
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Sustainability Platform: three fronts
and seven themes

) Dialogue and relationship
\\_\ People (top management, employees
and leaders)

Quality in relationships (clients, specialist,
communities and suppliers)

Q Environmental management
\® and performance
Efficient use of resources and energy
Management of residues and emissions
Conservation and biodiversity

Transparency and responsi-
bility in the businesses
Product quality and impact

Inclusion of social and environmental
criteria in management and reporting

Goals of the Sustainability Platform

Goal for
2020

Three-year
goal

Dimen-

sions* Current stage

Strategic | Strategic

Governance NigltEle]®

Environ- . :
mental Management Strategic | Strategic
Economic IMEREeEaaE Strategic | Strategic
Social Obedience Strategic

*The reference for this analysis and these concepts were de-
fined and adapted in accordance with Ekobe, based on ZA-
DEK, S., The Path to Corporate Responsibility. Harvard Busi-
ness. Review. Dez./2004.
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Sustainability Agenda G4-DMA

Vision for 2016 Vision for 2020

Dialogue and Relationship

To define and implement indicators and targets for
social performance and structure of them within the
scope of an integrated management system

To guarantee the implementation of a plan for staff
management and occupational safety, integrating
sustainability assumptions and references

To define and implement a policy for the engagement
of stakeholders, including methodologies for the as-
sessment and prioritisation of these public audiences

To develop a diagnosis and action plan for the socio-
environmental and economic impacts of the units
and operations

To develop a process for the analysis and contracting
of suppliers, based on socio-environmental, as well as
economic criteria

To develop and implement social investment plan
is (objectives, targets, budgets, flows, structure and
modus operandi)

To revise the Company's social policy and related
standards

To implement specific relationship strategies for
priority stakeholders of the Company

To develop an action plan to adopt working con-
ditions to new social demands, with a focus on
improving quality of life

To develop an agenda of commitments focused
on human rights and the valuing diversity

To define an engagement plan for consumers, cli-
ents and specifiers, with a focus on innovation and
product development, associating principles of
sustainability

To define a proposal for the carrying out of public
policies to generate value in a form that contrib-
utes to the sustainable development of society

To develop partnership models with stakeholders
and social entrepreneurialism

Environmental management and performance

To define and implement a system for the manage-
ment of environmental performance, improving the
data collection system, based on SAP

To define, gradually, absolute targets for the reduction
of water and energy consumption, reduction in the dis-
posal of effluents and greenhouse gas emissions, and a
reduction in the amount of residues sent to landfill

To develop an economic sensitivity analysis of envi-
ronmental aspects (water, energy, emissions)

To develop an integrated system for the analysis of
environmental and economic data to form the ba-
sis of strategic decision-making for the businesses

To define criteria and scenarios related to sustain-
ability to provide guidance for the Company's
buying decision process

To develop a diagnosis and an action plan for
adaptation of the energy matrix, with a focus on
reducing emissions and pollutants and the diversi-
fication of energy sources

Vision for 2016

To investigate the sustainability where the industrial
units are located

To contribute with groups of specialists, participating in
work for the sector - integrated with government agen-
cies, for the development of regional strategies (outside
the Company) for the conservation of biodiversity

To develop and implement the process of analys-
ing risks and opportunities related to climate change
(adaptation to the low carbon economy)

To develop a pilot project for the circular economy,
from cradle to cradle

To involve an integrated Report Model (to identify the
influence of the capitals and their impact on Dura-
tex's business model)

To develop a program for analysis and continu-
al improvement of market indices and voluntary
commitments

To develop, analyse and calculate the gains obtained
from projects that have resulted in innovative actions
and good sustainability practices

To improve the alignment of the BSC with the vision for
sustainability

To include sustainability criteria in expansion and
merger projects, as well as the acquisition of new
businesses

To develop a sustainability strategy for the planning
and adaptation of new businesses (Duratex's sustain-
ability standards and new business models, innova-
tive products, new materials etc.)

Vision for 2020

To develop and implement monitoring of biodiver-
sity indicators, based on analysis of areas of high
value for conservation

To develop activity with a focus on the analysis of
ecosystem services

Transparency and responsibility of the businesses

To develop and publish an integrated strategic
plan for innovation and sustainability

To improve and implement a structured process for
the analysis of the impact of products with respect
to the environment and health, throughout their
life-cycle (from raw material, to use and disposal)

To guarantee the presence of a sustainability and
governance structure in the theme for new busi-
nesses and operations, in alignment with Duratex's
directives, strategies and corporate practices

To analyse and review policies, training and prac-
tices for the prevention of corruption and to guar-
antee fair practices in commercial relationships

To develop a communication plan (internal and ex-
ternal), with a focus on transparency and reinforcing
sustainability as an attribute of brand and image

To define targets for quality and product impacts
in terms of sustainability aspects



Sustainability Platform: Goals for 2014

In 2014, Duratex launched a public document
presenting the goals of the Sustainability Plat-
form for the year, with the aim of clearly com-
municating its commitments to the advances
proposed in its strategic planning. The estab-
lishment of objective goals linked to sustainabil-
ity strategy is fundamental for the integration
of social and environmental aspects as part of
executive management and decision-making, in
a transverse manner within the Company. The
goals were arrived at jointly with the various
business areas.

Verification in the meeting of targets and the
rendering of accounts in performance terms will
take place between January and April 2015, as
well as the launching of goals for 2015. The infor-
mation will be made available on the Company'’s
website.
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Business strategies aligned with socio-environmental
performance in the rendering of accounts
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Integrated management

By 2020 Duratex intends to have integrated social
and environmental criteria into its management, ap-
plying them as tools to identify risks for the busi-
nesses and opportunities to add value to its prod-
ucts. To this end, the Company has adopted inter-
national standards, models and criteria, in addi-
tion to certified management systems, to evaluate
its performance. These tools increase the level of
transparency in the process of rendering accounts
to employees, suppliers, plans, consumers, govern-
ments, regulatory bodies and society in general.

Since 2007, Duratex has published its Annual and
Sustainability Report in accordance with the direc-
tives of the Global Reporting Initiative (GRI), a multi-
stakeholder organization recognised internationally
for the establishment of clear criteria which permit
the assessment of the economic, social and envi-
ronmental performance of organizations. In line with
the principles of transparency and continual im-
provement in management, in 2013 the Company
adhered to the G4 of GRI, and in 2014, it took anoth-
er step forward towards an integrated report model,
by starting the adoption, in this report, of the struc-
ture and content based on this standard. One of the
principal differences between the models is that the
Integrated Report permits still further alignment be-
tween business strategies and socio-environmental
performance in the rendering of accounts.


http://www.duratex.com.br
http://www.duratex.com.br/pt/Download/plataforma_2016_metas_2014.pdf

OSUSTAINABILITY PLATFORM

ANNUAL SUSTAINABILITY REPORT 2014

= CHAPTER

RETURN TO SUMMARY € 36 2>

Deca has approximately 300 water-saving products,
including vitreous chinaware, metal bathroom fittings,
wash basins, flushing systems, showers and taps

In addition to good corporate governance prac-
tices, Duratex is listed on the BM&FBovespa ISE
(corporate sustainability index) and the Dow Jones
Sustainability Index Emerging Markets (New York
Stock Exchange), indices which consider the socio-
environmental performance of listed companies
(see more on page 20). The Company also includes
sustainability targets in the calculation of the vari-
able remuneration of its executives, measuring the
results obtained on an annual basis. G4=51

Product quality and impact

The products developed and sold by Duratex in its
divisions (Wood and Deca Divisions) are planned
to meet the demands of its customers, improving
people's quality of life.

For the Wood Division, in 2014 alone R$ 15.2 mil-
lion was invested in technology to reduce resin
consumption and increase the productivity of the
manufacturing process. Right from the initial devel-
opment phase, products from the Wood and Deca
divisions have always met the standards of the
Brazilian Technical Standards Association (ABNT)

and undergo laboratory testing to guarantee qual-
ity, as well as consumer health and safety. In ad-
dition to thism electric showers carrying the Hy-
dra brand are also subject to performance analysis
by the National Institute for Metrology, Quality and
Technology (Inmetro). G4-DMA; G4-PR1

Products are monitored during the manufacturing
process, undergoing laboratory tests for internal as-
sessment, as well as being submitted to audits by a
third-party entity. These products (both in crude and
finished form) are collected by this entity on a ran-
dom basis from our stock, and evaluated in external
laboratories. This process is part of the Sector Quality
Program run by Ib3a, and permits the Company to par-
ticipate in the Brazilian Habitat Quality and Productiv-
ity Program (PBQPH), run by Ministry for Cities. For
poth divisions periodic analyses are carried out after
the product launch to assess performance and identify
aspects for possible improvement. G4-DMA; G4-PR1

Deca's portfolio has more than 300 water-sav-
Ing product solutions. Hydra produces electronic
showers and taps, which use less electricity than
conventional electric showers. Sales of power
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showers and taps, which use less electricity than
conventional electric showers. Sales of power
savings showers in 2014 amounted to 1,479,273
units, of which 972,206 were electronic showers,
487554 multi-temperature showers and 19,513
FIT showers. 224,839 electric water-saving taps
were also sold. G4-DMA; G4-EN7

To mitigate environmental impacts, the Deca Divi-
sion's area for Rationalisation and Improvement im-
plemented a product optimization program which:

® reduced the use of raw material, labour and in-
put levels in production;

® resulted in productivity gains;

® obtained gains in reducing the level of rejects,
having the effect of reducing resource con-
sumption (e.g. power), with fewer products be-
ing sent back for correction.

In 2014, there was a reduction of R$ 402,000 in
inputs consumed on rejects. G4-DMA; G4-EN27

Over 90 such projects have been implemented
since 2006 which have resulted in a saving in the
consumption of metals of around 800 metric
tons a year, and a reduction in the industrial vari-
able cost of R$ 12,500,000/year. G4~-EN27
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Deca's products focus principally the saving of
water. In 2014 three important products were
launched with this environmental aspect:

® Hydra Ecoconforto, which saves water by limit-
ing each flush to a maximum of 6 litres;

® showers with air injection, resulting in a water-
saving of up to 42%;

® urinals fitted with an integrated tap, saving
water by combining the water used for hand-
washing with flushing of the urinal.

The Wood Division manufactures panels and
flooring with wood from forestry plantations ei-
ther on the Company's own land, leased or in-
centivized land or bought in the market, origi-
nating from certified forestry (87%) or from FSC
controlled sources. Forestry plantations and the
production of panels from wood produced from
re-forestry, according to impartial sources, con-
tribute to a reduction in the deforestation of na-
tive forests. Water consumption and emissions in
the use of panels applied, direct emission of ef-
fluent and sound pollution are not directly relat-
ed to product use. Up to the present time no val-
uation has been carried out of product impacts
based on standardised methodology and quan-
tification. G4=-EN27
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Energy-saving G4-EN7

Electronic showers Green band

Yellow band Red band

. Power OWa500W 500 Wa3800W 3800 W a7.500 W
Saving 100%to91% | 91%t0 50% 50% to 0%
o Power OWto500W 500 W i02750 W 2750 W t05.500 W
Saving 100% to 91% | 91%to 50% 50% to 0%

Obs.: Data refers to a flow of 3.0 litres/min. Savings are greater with the use of lower power.
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Resin: alternatives and reduction in the use
Resin is a necessary input and is as yet irre-
placeable in the manufacturing process of re-
constituted wood panels, because it is the only
product which efficiently glues the wood fibres
and particles together. All resins contain formol
(an agueous formaldehyde solution) in their
mMmake-up.

Duratex strictly meets the legal requirements in
this area, and goes beyond those that are oblig-
atory. With regard to free residual formalde-
hyde, the panels comply with the Brazilian stan-
dards for ABNT NBR 15316:2014, for MDF, and
NBR 14810:2013, for MDP.

For several years the Company has been invest-
ing in new Mmanufacturing technologies to de-
velop and improve technigues for reducing the
use of formaldehyde and its residual emissions.

From an occupational safety perspective, the
Company meets the criteria defined by the
ABNT, in its Regulatory Standard No. 15, for un-
healthy activities and operations, with a max-
imum limit on daily exposure (8 hours) of 1.6
ppm (parts per million), or 2,3 mg,/m?>. Verifica-
tion and improvement in this standard is car-
ried out by a tripartite commission, consisting
of government, employers and employees, and
the figures of NR 15 are based on the American
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Conference of Governmental Industrial Hygien-
ist (ACGIH) of 2002.

Packaging recovered

In addition to the pieces themselves which are
normally collected at customer service outlets,
Deca has implemented a pilot project in the
commercial area to encourage and promote re-
verse logistics, while at the same time raising
environmental awareness. A discount is given
to consumers who hand over their old metal
pathroom fittings, vitreous chinaware or elec-
tric showers when purchasing a new Deca or
Hydra product fittings, thus encouraging sus-
tainable development and the correct disposal
of material.

The result of this reverse logistics initiative, car-
ried out in December, was the return of 27 com-
plete products. In the electronic shower line,
100,570 pieces were returned to the manufac-
turing plant, which represented 5.51% of the to-
tal products sold.

In 2014, Deca recovered 30,432 product com-
ponents from customer service outlets.

In the Wood Panel Division, the plant at Ita-
petininga (SP) has an area for receiving wooden
stacking separators from clients, in a pilot proj-
ect. In 2014, 84,905 units were collected, rep-
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CIRCULAR ECONOMY: CRADLE TO CRADLE

In 2014 Duratex began the implementa-
tion of its Duratex Cradle to Cradle project
adopting premises of the circular economy.
The concept proposes the development of
an industrial system that replaces the idea
of "end of product life”, with a new design
vision for materials, products and systems,
with the development of a circular produc-
tion chain.

Still in its initial phase, in 2014 Duratex car-
ried out training on the concept with the
purpose of discussing sustainability chal-
lenges with employees, that can be trans-
formed into a force for innovation. In 2015, a
new training session will be carried out, con-

resenting 1.82% of the total. At the Taquari, the
pilot project for the collection of panel off-cuts
from customers/local associations, represent-
ed 241.82 m3 of MDP, in other words, 0.001%
of the total. Control is carried out by a man-
agement system run by the accounting depart-
ment. G4-EN28

tinuing the move already started, with the
aim of consolidating concepts and assess-
ing formats for implementing practical ex-
periments on the basis proposals arrived at.

The circular economy aims to create an in-
dustrial system that is regenerative in its

intent, focusing on the use of renewable

energy, favouring the elimination of toxic
chemical products and seeking to eliminate
the concept of residues, giving rise in the
final analysis, to new business models.

€ 38 =2
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Social and environmental criteria

Since 2009 Duratex has been responding vol-
untarily to the Carbon Efficiency Index (ICO2),
in the same year that it helped with its creation.
The objective of the index is to recognize com-
panies that are more efficient in their carbon
emitting activities, based on a greenhouse gas
emission report (GEE).
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This initiative provides greater transparency in
reporting on Duratex's environmental perfor-
mance, while at the same time giving greater vis-
ibility to initiatives developed to manage green-
house gas emissions. Internally, it functions as a
tool for analysis and management improvement
(see more of greenhouse gas emission manage-
ment, on page 50).

Corporate awards and highlights 2014

Epoca Green Company Awards: promoted by
the magazine Epoca, in partnership with the con-
sultancy firm PricewaterhouseCoopers (PwC),
Duratex was the winner in the industrial category.

Exame Sustainability Guide: published by the
magazine Exame, in its 2014 edition, Duratex was
highlighted in the Construction Materials Sec-
tor for its supplier management practices, being
classified as "above average”, and for its work on
reducing residue disposal.

As Melhores da Dinheiro (the best in money
terms): promoted by the magazine /stoE Dinhei-
ro, the Company was elected for the eighth time
as Best Company in the Construction Materials
and Decoration Segment.

Environmental Merit: promoted by Fiesp, Du-
ratex was awarded first place in the Large and
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Medium-Sized Company category for its residue
mMmanagement project at Its Deca Units.

Industry Mover: a RobecoSAM, the consultancy
firm responsible for classification of Dow Jones
index companies, in its 2015 Sustainability Year-
book awarded Duratex with the Bronze Seal.

Other awards, by division

DECA

Green Building - Outstanding Brand Names: read-
ers of the magazine Green Building, produced by the
publisher Nova Gestao, elected Deca and Durafloor
as outstanding brand names in sustainable building.
Deca was ranked in first place in the toilet bowl, show-
er and metal bathroom fittings segments. Durafloor,
which was ranked in third place in the flooring cate-
gory, was the only laminate brand cited in the survey.

Top of Mind: the magazine Revenda Construcéo (re-
sales in construction) received responses from 3368
retailers which put Duratex in first place in four cat-
egories: Bathroom Accessories, Toilet Bowls, Metal
Bathroom Fittings and Metal Water-Saving Flush-
ing Fittings. In the toilet seat category it was ranked
as outstanding, with the second most-remembered
brand name.

Strong partnership awards: promoted by Tel-
ha Norte, Deca was elected as the best supplier

RETURN TO SUMMARY € 39 >

throughout the supply chain, in addition to being
ranked in the first place in Vitreous Chinaware
and Metal Bathroom Fittings, for the second
year running.

Supplier trophy - Outstanding in the Hotel
Business: organised by Revista Hotéis magazine,
Deca was the winner in the Metal Bathroom Fit-
tings category. These awards, already in their
third edition, aim to give recognition to compa-
nies outstanding in the supply of products and
services for the hotel segment.

Anamaco 2014: promoted by the National As-
sociation of Construction Material Merchants
(Anamaco), the Hydra Duo Color won the prize
in the category of Product of the Year.

C&C Casa e Construcao (house and building):
awarded for best performance in Metal Bath-
room Fittings and Accessories, as well as Vitre-
ous Chinaware.

WOOD DIVISION

Top Mdbile 2014 - Most Remembered Brand
Names: already run for eight years by the maga-
zine Revista Mobile, published by Alternativa Edi-
torial, the Wood Division won the Wood Flooring
category for the seventh time running.
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ENVIRONM

ENTAL MANAGEMENT
AND PERFORMANCE

Solid internal policies contribute to continual improvement

Monitoring and efficiency

Duratex has solid internal environmental policies
and constantly analyses and monitors its indica-
tors, enabling it to evaluate the efficiency of its
processes for the rational use of natural resourc-
es and the evolution in the environmental perfor-
mance of its industrial units. The management
systems adopted by Duratex are certified accord-
ing to the standards of the Forest Stewardship
Council (FSC) - forest management and custody
chain -, ISO 9001 (quality) and ISO 14001 (envi-
ronmental management). In 2014, Duratex began
monitoring environmental performance indica-
tors in its new units - Deca Loucas Queimados
and Deca Hydra - as well as water catchment and
energy consumption indicators at the operations
of Tablemac, in Colombia, broadening the moni-
toring work. G4-DMA

Duratex’'s initially established its Environmental
Policy in 1996, with the harmonisation of its ac-
tivities to ISO 14001 and FSC requirements, in the
forestry area. By 2002 this policy had reached

throughout the organization, and in 2013 was
revised to serve as the basis for an approach
by the Company's management on this theme
(learn more about Duratex's Environmental Poli-

Since 2007 the Company has been a signatory of
the Global Compact, a United Nations initiative to
encourage the corporate sector to adopt good so-
cio-environmental practices - associated with the
Ethos Institute for Corporate Social Responsibil-
ity. In 2014, Duratex worked in partnership on two
voluntary initiatives of the Getulio Vargas Foun-
dation Centre for Sustainability Studies (GVces)
which covered the theme of climate change and
ecosystem services, through the groups: Compa-
nies for Climate (EPC) and Trends in Ecosystems
Services (TeSE). G4-15; G4-HR2; G4-HR9

Environmental aspects are accompanied by the
Risk Commission, the auditing department and
the Committee for Sustainability. In 2014 Duratex
invested a total of R$ 48,588,522.14 in environ-
mental initiatives. G4=-EN12; G4-EN31
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VOLUNTARY INITIATIVES

EPC is an initiative which seeks to bring com-
panies together for discussion on the theme
of climate change and to collaborate in the
development of tools, solutions, strategies
and policies related to sustainable develop-
ment. In this initiative, the principal activity
developed, in which Duratex participated
in 2014, was the simulation of an Emission
Trading System (SCE). The objective of this
exercise was to engage Brazilian companies
in the debate on an approach for the cap
and trade, market, to reduce greenhouse
gas emissions and at the same time with this
group, to make clear proposals to govern-
ment as to how this market should be de-
signed. In 2014, the participating companies
of SCE EPC sold securities in order to reach
the global cap in the market, based on real
levels in the reference year (2013).

Certifications

Duratex's industrial units, both in the Deca and Wood
Divisions carry ISO 9001 and ISO 14001 certification. In
2014, 1ISO 14001 certification was granted for the Botu-
catu Panel Unit (Wood Division) and the Paraiba Vitre-

ous Chinaware Unit, Deca's sixth plant to be certified.
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The TeSE initiative aims to develop strategies
and tools for the corporate management of im-
pacts, consequences, risks and opportunities
with respect to ecosystem services. By partici-
pating in this initiative, the Company will be able
to improve its ability to: understand and evalu-
ate its external socio-environmental aspects;
to incorporate their consequences and the im-
pacts of ecosystem services in business deci-
sions; to develop strategies to reduce risks and
exploit opportunities related to this theme; to
make the importance of biodiversity for its busi-
nesses more tangible; and to introduce good
practices to other companies based on the ex-
change of experiences. Duratex has developed

a pilot-project for the economic assessment of

water quantity from the perspective of depen-
dence and impact, and is compliling a case on
this subject that will be published for academic
purposes through GVces.
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In all, the units certified are:

® |SO 14001 - Metais Jundiai, Metais Sao Paulo,

Loucas Sul, Loucas Jundiai I, Loucas Jundiaf Il
and Loucas Paraiba (Deca Division); and Pai-
neis Botucatu, Itapetininga, Tagquari, Uberaba
and Agudos, in addition to the farms in Botu-
catu and the sapling nursery in Lencois Pau-
lista (Wood Division).
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® |ISO 9001 - Uberaba, Itapetininga, Agudos,
Botucatu and Taquari (Wood Division); and
Metais Sao Paulo, Metais Jacarei, Metais Jun-
dial and Loucas Sul (Deca Division).

The forestry units in Rio Grande do Sul, S&do Paulo
and Minas Gerais carry FSC certification for forestry
management. The industrial panel units and the dis-
tribution centre in the Northeast are also certified by
the FSC within the custody chain.

Total investment and expenditure on environmental protection in 2014 * G4-EN31 (R$)

Costs of residue disposal, treatment of emissions and mitigation
Costs of residue disposal, treatment of emissions and mitigation
Tratamento de emissdes (ex.: gastos com filtros. agentes)

Depreciacao de equipamentos especificos e despesas com materiais e servicos de
manutencao e operacdo. além das despesas com pessoal para essa finalidade

Cost of environmental prevention and management

Staff used in education and training
External environmental management services

External certification of management systems

Staff for general environmental management activities

Research and development
Other environmental management costs

Total

23,748,514.02
19,623,109.40
187,423.81

3,937,980.81

24,840,008.12
115,625.82
2,750,357.05
179,745.33
4,198164.97
13,278,820.35
4,317,294.60
48,588,522.14

*In 2014, Duratex reclassified its investment categories in a more detailed manner, providing greater transparency in the reporting
of information. For this reason no historic series is shown for investment in previous years.
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ECONOMIC SENSITIVITY ANALYSIS
In 2014, Duratex began a project to analyse
the economic sensitivity of the main environ-
mental impacts on the Company's operations
and its market capitalization. Initially, a diag-
nosis was carried out of five environmental as-
pects (water, energy, missions, materials and
residues, with the development of a pilot proj-
ect for energy-related aspects, with a view to
constructing an economic sensitivity model.

The pilot project aimed to understand the im-
pacts in an external context to the Company
(inducers), creating possible stress scenarios
and analysing the economic impacts under
these different scenarios and how they could
affect the value of the Company. As a result, a

tool was created, together with the accounting
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department, for use in internal management on
this theme, in a systemic and strategic manner.

Initial diagnosis permitted the identification
of transverse and specific challenges, based
on which recommendations were drawn up,
considering each aspects studied. Following
the analysis, it was decided to prioritise the
study of economic sensitivity from a water
perspective, in 2015.

The project also produced an external view of
risks and opportunities related to these five
environmental aspects, and using an eco-
nomic model to analyse their impacts, helped
to strengthen integration between the finan-
cial and sustainability departments.
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Environmental targets

In 2007 Duratex created an environmental indi-
cator map for its industrial activities, together
with performance targets to be monitored. Ini-
tially, relative targets were defined, seeking to
provide evidence of a reduction in the use of
natural resources, inputs and energy per unit
produced.

In a process of continual improvement, in 2012
the first target was established for an absolute
reduction in greenhouse gas emissions. Opting
for creating environmental targets for absolute
reduction, instead of a model defining relative
targets (associated with production), as part of
Duratex's commitment to raise the level of trans-
parency in the communication of its impacts and
its continual quest to improve its management.
In 2013, the scope of this initiative was extended,
with absolute targets for reduction in water con-
sumption and effluent disposal being established
for the Divisions. In the Deca Division, absolute
and total targets were defined for the reduction
of electricity consumption, as well as targets for
residue sent to landfill, all applied for the year
2014. G4-DMA
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DURATEX* G4-DMA

Bi-annual greenhouse gas reduction targets**

Scope 1 greenhouse gas emissions

(0)
(direct emissions) 0,70%

*Refers to units in the Deca business (Vitreous Chinaware and Metal Bathroom Fittings), Wood Division (Panels and Forestry) and

corporate units.
**Refers to Scope 1in relation to the base year 2012.

DECA METAL BATHROOM FITTINGS G4-DMA

Reduction target

Water consumption 0,40%
Total energy consumption 0,60%
Electricity consumption 0,50%
Effluent disposal 0,40%
Residues dispatched to landfill 4910%

DECA VITREOUS CHINAWARE* G4-DMA

Reduction target

Water consumption 3,20%
Total energy consumption 2,10%
Electricity consumption 1,00%
Effluent disposal 7,40%
Residues dispatched to landfill 4,50%

*Target analysis does not take Loucas Queimados into account.

PANELS G4-DMA

Reduction target

Water consumption 1,50%
Total energy consumption Manter os niveis de consumo de energia de 2013
Electricity consumption
Effluent disposal 3,00%

Residues dispatched to landfill
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18%

19,73%
7,49%
6,74%

19,81%

68,71%

12,50%
8,86%
5,39%

28,65%
5,27%

10,02%
3,96%

Manter os niveis de consumo de energia elétrica de 2013 Aumento de 2,89%

8,12%

Manter o volume de envio de residuos para aterro de 2013  Aumento de 4,14%
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TARGET RESULTS
The absolute targets reached are the re-
sult of initiatives implemented by Duratex,

presented for each environmental aspect,

the projects for which are described in this
chapter. In addition to projects realised by the
Company to improve performance, the target
attainment was also helped by the decline in
production levels, which accompanied the
slowdown in the national economy. G4-EN23

PANELS

The 2014 electricity consumption target for the
Panel Division was not reached because, due
to lower demand from the market it proved im-
possible to reach the best operating model, so
resulting in an increase in electricity consumed
per unit produced. With respect to the quanti-
ty of residues sent to landfill, in 2014 there was

an increase in this figure at the Uberaba Panel

Unit, as a function of adjustments made in the
industrial residue composting process, as well
as the disposal of wood residue which did not
meet the technical specifications for electric-
ity generation. G4-DMA; G4-EN23

« 42 >
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Conservation and biodiversity

Duratex invests in initiatives for the protection of
biodiversity, management of forestry plantations
and the rational use of natural resources on all its
land - approximately 272,000 hectares, including
land owned by the Company, leased land and in-
centivised land -, in addition to research in the
monitoring of fauna and flora. Fauna research in-
dicates that species are remaining on the areas
studied and that new species are being located
as the survey's progress. This area includes plant-
ed forest, conservation areas and areas for other
uses (rights of way for electricity grid networks,
agricultural buildings, etc.). G4-DMA; G4-EN13

The operations of the Forestry Division are guid-
ed by procedures and training in order to avoid
damage to areas identified as being of high con-
servation value. As a result of the fauna and flo-
ra research projects, it has been established that
species have remained in the areas, without any
events being recorded which could constitute a
significant threat to species of fauna and flora.
G4-EN12

In its quest for efficient management, based on
documents prepared in 2014, Duratex began the
registration of its forestry properties as part of the
Rural Environmental Registry (CAR), constituted
under Law No. 12,651, of May 25, 2012. The objec-
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tive is to carry out environmental regularisation of
its rural properties, as well as environmental recu-
peration of degraded areas in Brazil.

In the area of forestry management, based on the
results of its own research and that carried out in
partnership with universities and institutions, the
Company applies techniques which ensure grow-
iINng productivity in its planted forests, with im-
proved economic results. An example of the return
achieved as a result of this research, is in the ratio-
nalisation in the use of fertilisers, with a projected
saving of R$ 8 million for 2015 as a conseguence of
applying information from the Flow Tower Project
(see more on page 45).

For the conservation of its cultivated land, Duratex
uses minimal cultivation technigues, considered as a
reference in the agribusiness sectors. Under this pro-
cedure the planting of new trees is carried out main-
taining the residues from trees already felled, which
form a soil protection layer, thus avoiding erosion
and excessive exposure to sun. This measure has the
effect of better water conservation, because it mini-
mises the impact of rainfall and allows it to percolate
through to the deeper solil layers. Other research is
being carried out in the selection of trees resistance
to diseases, as well as on biological control, thus ra-
tionalising the use of chemical defences, the appli-
cation of which is carried out in accordance with the
best staff safety and environmental practices.
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Protected or restored habitats* G4=-EN13

Leased
Owned
Incentivised
Subtotal
Leased
Owned
Incentivised
Subtotal
Leased
Owned
Incentivised
Subtotal

S&o Paulo

Minas Gerais

Rio Grande do Sul

General total

INCERGIEaEIE))

Total | Conservation*
22,936.23 5,341.30
107,204.18 26,069.52

3,064.78 -
133,205.19 31,401.82
106,500.11 28,803.50
1,324.48 -
107,824.59 28,803.50
3,628.70 1,380.91
7,230.67 2,967.37
20,197.53 -
31,056.90 4,348.28
272,086.68 64,562.60

*All the Company's conservation areas (APP, legal reserve and other fragments of native vegetation) are protected, with some of
these undergoing recuperation through natural regeneration. In areas where a pilot studies and research work is being carried out
(by the research firm Kronka, which uses its own methodology), the situation has been monitored and it has been concluded that
restoration through natural flora regeneration is occurring in these areas. The Company has a number of projects in partnership

with universities that monitor these conservation pilot projects.

**Permanent preservation area (APP), legal reserve, lakes etc.

The eucalyptus genetic improvement program
permits the selection of clones that are more
resistant to variations in climate (drought and
frost), as well as those that are more productive
(producing more wood per hectare cultivated).
In 2014 a program was begun for the specific
genetic improvement of the species Eucalyptus
longirostrata, with a view to adding greater den-
sity to the wood.

In 2015, forest management will become more
efficient and costs will be reduced, as a result of
the new silvi-culture protocol, drawn up in 2014.
This document was developed by a multi-disci-
plined team, involving planning, development,
accounting and operational staff, and establishes
parameters for the analysis and planning of for-
estry production land.



For the protection of the environment and its for-
estry plantations, Duratex has a well-prepared sys-
tem in place for the prevention and combat of
fire outbreaks. In 2014 the prolonged period of
drought made forest fires more likely to occur, re-
quiring the activation of fire-fighting teams in the
Company's operating regions. These teams from
the Company, with the collaboration and co-opera-
tion of the community, contributed to the combat-
ing of fire in neighbouring areas, often in response
to requests from the local authorities. G4-DMA

The habitats of endangered species are not signif-
icantly affected by the forestry operations, there
being procedures and training in place so that em-
ployees protect the conservation areas during the
forestry plantation management process. G4-EN14

Protected areas

In areas where Duratex has forestry operations,
next to the plantations areas are maintained for
the conservation of local natural vegetation, in
accordance with that established under the for-
estry laws. Among the conservation areas, a
number of locations have been identified as areas
of high conservation value (AAVCs), these being:

® In Sdo Paulo: the Olavo Egydio Setubal Na-
ture Reserve (RPPN), on the Rio Claro farm, in
Lencois Paulista, with 615.50 hectares, and a
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fragment of 245.92 hectares on the Jodo XXII|
farm, in Pilar do Sul. In these two locations the
attributes identified were classified as AVC T1*.

® |[n Minas Gerais: the Nova Monte Carmelo farm,
with 2315.45 hectares, and the Agua Emendada
farm, with 2004.05 hectares, with identified attri-
butes classified as AVC 3;* and the Patrocinio farm,
with 3925.68 hectares, where the identified attri-
butes were classified as AVC 1, 2 and 3*. G4=-ENT1

Duratex has farms that are located in environ-
mental protection areas (APA). In the state of
Sao Paulo, there are 7209.01 hectares within the
APA of the Batalha River and 16,346.28 hect-
ares within the Corumbatai, Botucatu and Tejupa
APASs. In Minas Gerais, there are 1025.99 hectares
in the River Uberaba APA and 1337.78 hectares
in the Serra da Canastra National Park. G4=ENT11

In 2014 initiatives were undertaken to integrate
the Company's information on biodiversity with
that of other organisations, to provide flora and
fauna conservation efforts with a regional reach.

* AVC 1: areas containing a significant concentration of bio-
diversity at a global, regional or national level (eg: endemism,
endangered species, biodiversity havens); AVC 2: extensive
areas, with a countryside of global, regional or national sig-
nificance, where the viable populations are either all, or in the
majority, natural species, occurring in natural levels of distri-
bution and abundance; and AVC 3: areas situated within, or
which contain rare ecosystems, that are threatened or in dan-
ger of extinction.
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Duratex seeks to demonstrate the importance of
these regional initiatives in a sector-wide forum,
as part of the Forestry Certification Cooperative
Program, run by the Institute for Forestry Stud-
ies and Research (PCCF/Ipef), and with a pre-
sentation to the Sao Paulo Association of Forest-
ry Companies (Florestar) at the 2nd Biodiversity
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Meeting of Sdo Paulo (EPBIio), organised by the
Sao Paulo Environmental Secretariat. G4-DMA;
G4-ENT1

No forestry operations take place in conservation
areas, there being only areas of land cultivated
with forestry plantations.

Waterfall at the Santa Luzia farm, located in Botucatu
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IMPACTS OF PLANTED FORESTS ARE MONITORED

The Flow Tower, an important and innova-
tive project which has been being developed
since 2008 by the Company, seeks to clarify,
among other issues, how carbon sequestra-
tion functions in biomass and in the soil, as
well providing information on sustainability in
forests with a high degree of productivity.

The program is coordinated by the French
Agricultural Research Centre (Cirad), the In-
stitute for Forestry Studies and Research
(Ipef), the Luiz de Queiroz Higher School of
Agriculture (Esalg), the University of Sdo Pau-
lo (USP) and the North Carolina State Univer-
sity (NCSU). In addition to this, eight national
companies in the forestry sector participated
in this project with Duratex. The principal ob-
jective of the study is to analyse the balance
of carbon, water and nutrients during the cy-
cle of a eucalyptus forests (typically between
Six and seven years).

The project occupies an area of 200 hect-
ares, in the centre of which the tower has
been erected, equipped with a series of sen-
sors (temperature, humidity, CO2 concentra-
tion, wind direction and speed). The soil is

also constantly monitored with sensors up to
10 metres deep, to capture the level of hu-
midity and the nutrient content available to
the forest. The trees are constantly measured
and evaluated, including the use of apparatus
that analyses photosynthesis levels and sap
flow through the trunks.

Duratex also has a number of regional strat-
egy projects with well-known institutions in
the forestry sector, such as the Brazilian Tree
Industry (1ba), which has the participation of
70 companies in the sector, the majority of
which are major pulp industries, as well as
the Forestry Research and Study Institute
(lbef). G4-DMA
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Partnerships with universities

and institutions G4-EN13

In 2014, Duratex maintained a number of part-
nerships with institutions, among these being
the being the Julio de Mesquita Filho Sdo Paulo
State University (Unesp), the Federal University
of Uberlandia (UFU), the USP Zoological Muse-
um (MZUSP) and the non-governmental organ-
iIsation, the Mineiro Triangle Association for So-
cio-environmental Management (Anga), for the
development of research on fauna and flora. This
year a new cooperative study was also begun,
under the project "Populational and taxonomic
study with a view to reintroduction of the bicudo
bird (Sporophila maximiliani)”, to be developed
at RPPN Olavo Egydio Setubal, on the Rio Claro
farm, at Lencois Paulista.

RETURN TO SUMMARY

This study is significant because of its initiative in
seeking to reintroduce highly endangered bird spe-
cies on this reserve. The project duration will be for
five years, involving researchers from the Pro-Terra In-
stitute, the USP Zoological Museum (MZUSP) and the
Federal University of Sao Carlos (UFSCar), with sup-
port from the Ornithological Federation of the State
of Sao Paulo (Feosp) and the Brazilian Biodiversity
Fund (Funbio). The birds to be acclimatised and rein-
troduced will come from bird breeders that are duly
registered with the Brazilian Institute for the Envi-
ronment and Renewable Natural Resources (Ibama).
Under this project information will be disseminated
about the conservation of fauna throughout the net-
work of the institutions directly involved, providing
additional information for other initiatives for the con-
servation of endangered species, with results contrib-
uting towards the goal of the Sustainability Platform.
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Water

In 2014, Duratex enlarged its study involving
the Evaluation of the Sustainability Index of
Hydrographic Basins to evaluate the hydrologi-
cal resources of the basins where its industrial
units are located. In 2013 the project covered
the units in Sao Paulo and, in 2014, were ex-
tended to Minas Gerais, Rio Grande do Sul and
the Northeast. This study has the objective of
gaining an understanding of the hydrological
resource situation of the hydrographic basins
and helping the Company to assess the risk of
water shortage in each manufacturing plant, so
as to prioritise mitigation initiatives as part of
its strategic planning. G4-DMA; G4-EN9

The project enabled Duratex to carry out a broad-
reaching diagnosis of the water resource situation
with respect to its units and gain a vision of some
aspects which could affect the Company. The risk
analysis matrix indicates the units where detailed
monitoring of the situation is recommended, as
well as the identification of supply alternatives.

This project uses the most recent data made
available by the hydrographic basin commit-
tees and government bodies, such as the Na-
tional Water Agency (ANA) and the Brazilian
Institute for Geography and Statistics (IBGE),
in addition to international organisms. G4=-EN9
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The methodology of the study uses internation-

ally recognised indicators for the evaluation of
the hydrographic basins, considering hydro-
logical, economic, social and political aspects,
which have repercussions on the quality and
availability of water, as well as assessment of
the neighbouring conservation area situation,
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population pressure and the vestments made
by each municipality in the hydrographic basins
- in addition to local risk factors, one of these
being Local Water Availability, Dependence on
Surface Catchment and Environmental Condi-
tion, also making it possible to project future
scenarios. G4-EN9
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THE EVALUATION OF THE
SUSTAINABILITY INDICES
OF THE HYDROGRAPHIC
BASINS INCLUDES:

* 3 survey covering the current water re-
source situation and trends, considering
aspects such as climate change, risk to
water supply, etc;

analysis of water resource sustainabil-
ity in each basin in which the industri-
al units are located, using international
indicators;

development of a risk assessment ma-

trix, which enables the Company to as-

sess and re-evaluate the risk of water
shortages, based on risk parameters for
each industrial plant.
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The recommendations of this study for the in-
dustrial plants indicate that an effort should be
made to reduce dependence on natural springs,
through investment in water efficiency, water re-
use, reduction in effluents and water loss, as well
as the drawing-up of contingency plans in antici-
pation of possible water shortages (see more on
page /3). G4-EN9

Many of these recommendations are already be-
Ing practised at Duratex's units. The Company
has targets and programs in place that are aimed
at reducing the consumption of this resource in
its industrial units and production processes, as
well as reusing the water drawn off.

As an example of the project carried out in 2014,
of particular note was the reuse of water for the
manufacture of Duratree fibreboard at the unit
in Botucatu. In ltapetininga, at the MDP plants,
the reuse of water for the washing of wood
chips also resulted in savings of this resource. By
the same token, at the metal bathroom fittings
plant in S&ao Paulo initiatives were implemented
to reuse the water disposed of in the galvaniza-
tion process. The reuse of water in this process
amounts to around 98%, resulting in an annual
saving of R$ 1.5 million. This water, after treat-
ment, is used in industrial processes, boilers, and
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flushing in the plant's washrooms, among other
applications. G4A=-DMA

All these projects, together with improvement in
the measurement of this indicator in the Taquari
Panel Unit, as well as the decline in production
levels this year, contributed to reducing water
catchment by 8.1%, compared to 2013. In 2014,
Duratex's total water catchment amounted to
5,480,422.85 m* (see more on page 73). G4-EN8

A total of 2,561126.97 m® of water was reused,
which represents 47% of the Company's total
water catchment for the year. The panel units
are responsible for 91% of the Company's total
water reuse. Duratex increased its rate of water
reuse by improving its recirculation and reuse
processes. In 2014 the units of Tablemac cap-
tured a total water volume of 124,640.00 m?®
and reused 335 m?® of this (see more on page
74). G4=-EN10

Duratex has also been responding voluntarily,
since 2012, to the CDP Water Disclosure ques-
tionnaire, which involves companies and govern-
ments in the disclosure of global environmental
data, such as water volume captured, effluents
discarded and possible situations of hydrological
vulnerability in the regions where they operate.
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PROAGUA - SAVINGS FOR THE CLIENT

The Deca Division developed the ProAgua pro-
gram in 2013, the aim of which is to reduce wa-
ter wastage in buildings in urban centres, and
began to offer it to clients in 2014. Under this
program Decca carries out a detailed diagnosis
of the environment, eliminating sources of leak-
age, installing efficient products and technolo-
gies and contributing to raising awareness with

Total water drawn off* - 2014 G4=EN8 (m?)

6,247,238.85 5,961,752.06 5,480,422.85

2012 2013 2014

*the data presented contemplates all Duratex’'s industrial and
forestry units in Brazil. Data from the Tablemac units has been
presented separately in the text.

Obs.: the complete data is available on page 73.

regard to user consumption habits. The Sao
Paulo Museum of Modern Art (Masp) contract-
ed this service and reduced water consumption
by 40%. For 2015, a partnership between Deca
and the municipality of Atibaia (SP) will result
in the introduction of the ProAgua program in
all the municipality’'s public buildings. More in-
formation on this project is available on this
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http://www.deca.com.br/sustentabilidade/pro-agua
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Effluents

Duratex monitors the discharge of effluents gen-
erated in its operations. In 2014 the total volume
discharged amounted to 2,613,669.13 m3, down
8.4% compared to the previous year. Reduction
in effluent discharge levels has been a steady
process over the years, reflecting a series of im-
provements and investment in production effi-
ciency at the manufacturing plants, as well as the
reuse of water. As with other environmental as-
pects, this result was influenced by this year's fall
in production (see more on page 75). G4-EN22

Total effluent discharged* - 2014 G4=-EN22
(m?)

3,213,159.31

2,854,631.88 2,613,669.13

4O o6 8

2012 2013 2014

*the data presented includes all Duratex's industrial forestry
units in Brazil. Monitoring of these data is to be started at the
units of Tablemac.

Obs.: The complete data is available on page 75.
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At the metal unit in Sdo Paulo, for example, the
reuse of effluent was implemented in the process
for the treatment of metal surfaces and flushing
in the washrooms, among other applications. In
addition to this, the water reuse project at Dura-
tree will reduce the generation of effluent at the
Botucatu Panel Unit.

Energy

Duratex has been progressively analysing its en-
ergy matrix and has invested in the substitu-
tion of fuel in its units, in a quest for greater effi-
ciency and lower environmental impact. In 2014
it partially replaced BPF oil with biomass in the
plant at Itapetininga, contributing to a reduction
in the use of fossil fuels. In the same unit, devices
were installed for the recuperation of thermal en-
ergy, which can be reused in the production pro-
cess. At the Metal Bathroom Fittings Unit in S&o
Paulo, natural gas and electricity consumption
was reduced through the utilisation of a rotary
furnace for the smelting of brass, the installation
of valves to keep compressed air pressurised and
hermetically sealed, and installation of timers to
automatically turn off air conditioning equip-
ment and LED lamps, among other measures.
G4-DMA; G4-EN6

As a result of the actions implemented and
the decline in production levels, there was a
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3.3% drop in power consumption, a total of
10,742,451.52 GJ. In the energy matrix, 68% of
consumption was from renewable sources (bio-
mass, bio-diesel, ethanol and a percentage of
electric power)*, representing 7,269,421.07 GJ.
Energy consumption from non-renewable re-
sources amounted to 3,473,030.46 GJ. The use
of biomass, in turn, represented 44% of the Com-
pany's energy matrix in 2014 (see more on page
75). G4A4-EN3

In 2014 Duratex's total energy savings amounted
to 267,351.71 GJ. G4-EN6

Total energy consumed outside the Compa-
ny, represented by the use of fuel in the trans-
port of finished products and raw materials,
and the transfer of products between plants,
among other uses, amounted to 1,950,590.72
GJ in 2014, above the figure of 1,680,093.9 GJ
recorded in the previous year. This increase
was principally due to expansion in the scope
considered to include new energy sources.
G4-EN4

Energy intensity amounted to 0.002696 GJ,
calculated based on the total power directly
consumed in Duratex’'s operations, as a pro-
portion of net revenue (R$ 3,984,507,000).
This result was less than that reported in 2013,
as a function of the drop in total power con-

RETURN TO SUMMARY € 48 >

Total power consumed within the
organisation in 2014* G4=EN3 (GJ)

1,235,688.15 1,113,565.46 10,742,451.52
p—— o =
— a et
W \ 4 A4
2012 2013 2014

*the data presented includes all Duratex’s industrial and forest-
ry units in Brazil. The data for the units of Tablemac has been
presented separately in the text.

Obs.: The complete data is available on page 75.
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sumed and the increase in net revenue. Power
consumption in the units of Tablemac, in 2014,
amounted to 429,589.36 GJ. G4-ENS

Energy Matrix G4=-EN3 (%)

- JE
B 32

B Energy from renewable sources*
M Energy from non-renewable sources**

Obs.: According to the results reported in the
monthly monitoring bulletin published by the Bra-
zilian Electricity System, which comes under the
Ministry for Mines and Energy, 79% of the electricity
generated in Brazil came from renewable sources in
2014.

*Biomass, hydrated ethanol, anhydrous ethanol, bio-
diesel and electricity.

**Natural gas, gasoline, diesel, LPG, BPF oil and elec-
tricity.
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Residue management

In 2014 Duratex’'s units disposed of a total of
252,463.36 metric tons of residue, an increase of
9% compared to 2013, as a function of adjust-
ments in the industrial residue composting pro-
cess at the Uberaba Panel Unit, , the disposal of
wood residues that did not meet technical spec-
ifications for the generation of electric power,
and enlargement in reporting scope with the in-
clusion of new units (another reason that made it
more difficult to meet the targets for this indica-
tor). G4-DMA; G4-EN23

With respect to the disposal of residues there was a
19.2% increase in recycling and a reduction of 0.5% in
the amount sent to landfill sites, compared to 2013.

At the Agudos Panel Unit, the project begun in
2013 to make use of the sludge produced in the
Effluent Treatment Station and the ash resulting
from the burning of biomass, in the production of
organic compost, reduced the amount of residue
sent to landfill sites by 19,845.2 metric tons in 2014.
This volume generated approximately 11,000 met-
ric tons of organic compost fertiliser for the Com-
pany's forests. Since the start of this project, the
disposal of of some 30,000 metric tons of residue
has been avoided. A similar program is being im-
plemented at the panel unit in Uberaba. Expecta-
tions are that these measures will avoid the need
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to dispose of around 11,000 metric tons of residue
in landfill sites, in 2015.

The Deca Division also has a structured program for
the reuse of residues in its industrial process, subse-
quently used as raw materials as part of a new vit-
reous chinaware and metal bathroom fittings pro-
duction cycle. In the project for the use of vitreous
chinaware chips (pitcher), there was a resulting re-
duction in the consumption of quartz and feldspar
and the sending of part of this material to landfill
sites. Approximately 6000 tons of vitreous chi-
naware chips are generated annually, of which ap-
proximately 30% are reused. Another residue gener-
ated during vitreous chinaware production is scrap
(unfired pieces that have been rejected due to im-
perfections) which is 98% reused in the production
of new pieces. At Duratex, 44% of residues are used
for electricity generation, corresponding to 111,42711
tons (see more on page /6). G4-DMA; G4-EN23

The Company produced a total of 6,191.31 tons
(2.45%) of dangerous residues in 2014, while non-
dangerous residues came to a total of 246,272.05
tons (97.55%). Duratex does not charge for resi-
dues classified as dangerous, internationally. All
dangerous residue generated by the Company is
treated within Brazil. The Company transports this
residue volume generated only to companies that
specialise its disposal and treatment, in compliance
with all the required standards. G4-EN23; G4-EN25
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Disposal of residues (metric tons)

G4-EN23
208.804,12 231123,96 252.463,36
2012 2013 2014
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Greenhouse gas emissions

For seven years now Duratex has been monitor-
ing, quantifying and publishing its emission in-
ventory, based on the GHG Protocol, a method-
ology used to account for and classified green-
house gas emissions resulting from all the Com-
pany's processes and operations. Since 2011, the
data collected has been audited by independent
companies, guaranteeing the credibility of its re-
cord base, and improving the degree of trans-
parency. The Company also responds to the Car-
bon Disclosure Project (CDP) questionnaire on a
voluntary basis. This is the world's largest data-
pank on climate change, in the name of 767 insti-
tutional investors, which highlights initiatives by
companies to reduce their emissions, in various
production sectors.

In 2014, Duratex improved its performance and
transparency in its report on climate change
mMmanagement, according to an assessment by the
CDP. The Company's score was better than av-
erage in the Materials sector and the Paper and
Forestry Products subsector, the category in
which the Company is classified. On the issue of
transparency, it increased its score from 75 to 83
points, on a scale from O to 100. In its scoring on
climate change performance, Duratex rose from
C to B (on a scale of A-BE).
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Greenhouse gas emissions stufa (GEE)
(tCO,e)

s scop 2 | Eseopod

2012 264,37599  56,918.06 57,646.39
2013 235,426.41 81,021.04 137,992.61
2014 216,607.26 118,396.21 152,499.01

Note: the data presented includes all Duratex’s industrial and
forest units in Brazil. The data for the units of Tablemac has
been presented separately in the text

*Emissions directly related to the Company’s activities.
**Emissions indirectly related to the consumption of electricity.

***Emissions indirectly related to outsourced services (busi-
ness trips, residue generation, transport and outsourced op-
erations).

In addition to its report to the CDP, Duratex
also adhered to the Public Greenhouse Gas
Emission Registry, an online platform devel-
oped by the Brazilian GHG Protocol Program
for the compilation and disclosure of corporate
greenhouse gas emission inventories. In be-
coming part of this platform, Duratex has fur-
ther increased the transparency with which it
manages this theme.

With the aim of reducing its emissions, in 2014 a
pilot project was implemented at the plant in Agu-
dos, which is to be extended progressively to all the
other industrial units. In its first stage, the project

Emission history* (tCO.e)

378,940.44 454,440.06 487,502.48
° ® ®
2012 2013 2014

*Consolidated data for Scopes 1, 2 and 3. The increase in Du-
ratex’s total emissions is due principally to the enlargement of
Scope 3, and the increased greenhouse gas emission factor
from the consumption of electricity (Scope 2).

consists of carrying out a detailed energy diagno-
sis of the plant, which includes a survey of expen-
diture on thermal and electric power, compressors,
refrigeration and other aspects, subsequently iden-
tifying actions and investments needed to reduce
power consumption. Another project of note was
the replacement of BPF oil with wood-based bio-
mass at the panel unit in Itapetininga. The objective
is to optimize the consumption of power producing
inputs at the MDP plants and the new MDF plant at
the unit, reducing the use of fossil fuels.

In addition to internal projects, in 2014 Duratex
began to produce and supply wood chips to
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small and medium-sized companies in the so-
called Mineiro Triangle region (MG), encourag-
ing the replacement of fuel oil with biomass.

In 2014, the Company's emissions came to
a total of 216,607.26 tCO,e for Scope 1, a re-
duction of 18%, being approximately 50,000
tCO,e, compared to the base year (2012). The
initiative is presented here contributed to this
result, as well as the meeting of the two-year
target of reducing its Scope 1 greenhouse gas
emissions by 0.7%.

Despite the drop in production at the business
units, the result achieved was principally due
to the improvement in the operational per-
formance of the operations. Wood Panel and
Deca Metal Bathroom Fittings units achieved
a reduction in greenhouse gas emissions per
unit, in 2014. It is also important to point out
that there was an enlargement in reporting
scope from 2013 to 2014, with the inclusion of
greenhouse gas emissions from the Deca Vit-
reous Chinaware Unit in Queimados and Deca
Hydra as well as from the Caxuana forestry op-
erations. If the same reporting scope were to
be used as in the previous year, the reduction
would have been even greater (see more on
page /5). G4-DMA; G4-EN15; G4-EN19
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Scope 2** emissions, referring to electricity
consumption, increased by 40% in 2014, com-
ing to a total of 118,396.21 tCO,e. This result was
due to the greater use of thermoelectric plants
in the National Grid, as a consequence of low
rainfall and the drop in reservoir levels at hydro-
electric power stations, due to the prolonged
drought during the year. As a conseqguence,
there was an increase in emission factors.

In 2014, emissions under Scope 3 ***totalled
152,499.01 tons of tCO,e. There was an increase
compared to the previous year, due to an en-
largement in reporting scope, which started to
take into account other types of transport. As
it deals with emissions only indirectly related to
the Company's activities, this reporting scope is
pbeing constantly extended and improved (see
more on page /5). GA=-EN17

This was the first year that a greenhouse gas emis-
sion inventory was carried out for the industrial op-
erations of Tablemac. G4-EN15; G4-EN16; G4-EN17

Emissions amounted to 14,707.45 tCO,e for
Scope 1 and 10,021.54 tCO,e for Scope 2.
G4-EN16

The intensity of greenhouse gas emissions
amounted to 0.000084 GJ/tCO,e in 2014, high-
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er than the 0.000082 GJ/tCO,e reported in the
previous year. The calculation considers met-
ric tons of CO, of Scope 1 and 2 (333,653.08
tCO,e) as a proportion of net revenue (R$
3,984,507,000). G4-EN18

Emissions of NO,, SO, and other significant
atmospheric emissions™ G4=EN21 (t)

] Fonte amissors | _2014| 2013|2012

NO, Burning of fuelin 372590 3,422.32 2,026
industrial opera-
tions and use of

SO, fertiliser in for- 1153.44 1,34510 1,224.18

estry operations

Note: the emissions of NOx and SOx of Tablemac for 2014,
respectively, 51.09 t and 74.35 t, considering just Scope 1, be-
cause no Scope 3 inventory has yet been carried out of the
Colombian operations.

*These indicators consider all the operational and forestry
units of Duratex Brasil and consider Scope 1 and 3.

Emission of substances harmful to the
ozone layer* G4=-EN20 (tCO,e)

2014 2013 2012

5,207.81 2,888.24 2,214.94

*The following gases were considered: HCFC 22, HCFC 141B,
HCFC 124 and HCFC 142B. The indicator also considers all the
operational and forestry units of Duratex Brasil. Monitoring is
to begin of these data for the units of Tablemac.
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INITIATIVE ON CLIMATE CHANGE
Duratex became part, in 2014, of one of the
initiatives of the Climate Disclosure Standards
Board (CDSB), a group formed of eight com-
panies and environmental organisations, such
as CDP and WRI, among others, who work
in collaboration with companies, investors,
regulators and stock exchanges on initiatives
related to the theme of climate change.

This initiative has the objective of encourag-
iINng companies to incorporate information on
climate change in their principal corporate re-
ports, providing a broad vision on how compa-
nies perceive the impact of this theme on their
performance, and the actions required to deal
with resulting the risks and take advantage of
opportunities arising. This being the case, in its
Annual Sustainability Report and other simi-
lar publications, Duratex has begun to pulb-
lish more broad-reaching information on how
it manages the theme of climate change in its
businesses, the associated risks and opportuni-
ties, its annual greenhouse gas emission perfor-
mance, and the meeting of established targets.

This initiative will contribute to CDSB's ob-

jective of making more complete information

available on the theme in traditional corpo-
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rate reports, adding value for the sharehold-
ers and assisting in the indication of policy
decisions on commitment by companies to
deal with economic risks and opportunities
associated with climate change. This will also
encourage other companies to make similar
information available in their traditional cor-
porate reports.

By becoming part of the CDSB, Duratex in-
tends to underline the importance of this
subject for its businesses, society and gov-
ernment, and further strengthen its manage-
ment of this aspect, providing more transpar-
ency on the initiatives already carried out by
the Company.

In addition to this, Duratex participates in a
numlber of Brazilian forums which accompany
this subject and which propose suggestions
for a broader reaching agenda, namely: Com-
panies for Climate (EPC), part of the Getulio
Vargas Foundation; The Brazilian GHG Proto-
col program; GHG Agriculture; The Carbon Ef-
ficiency Index (ICO2), part of BM&FBovespa;
And the Public Emissions Registry. The Com-
pany also responds to the Carbon Disclosure
Project on a voluntary basis.
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Materials

In 2014 4,349,534.7* tons of raw material and
materials associated with production and for-
estry conservation, were consumed. The drop of
4.69% compared to 2013 was the result of var-
ious factors, including lower production levels
as a result of the current market scenario. The
Wood Division used a higher volume of fertiliser
(81,418.00 tons, of which 14,180 was organic and
67,238 being traditional chemical fertiliser), be-
cause it started to apply organic compost on its
plantations, produced from the bio-decomposi-
tion of sludge from its Effluent Treatment Plants.
In addition to these materials, the Vitreous Chi-
naware and Metal Bathroom Fittings units used
37,058.395 items which make up their packaging
(see more on page /6). G4=EN1

In 2014 Duratex reused 58,597.45 tons of recy-
cled material, representing 1.35% of the total ma-
terials used (4,349,534.62 tons) in its industrial
processes. Some types of material, such as brass
and bronze, permit a high level of recycling (see
adjacent chart). G4=EN2
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Percentage of materials used from
recycling sources** G4=EN2

I 09.4%
I co.*

| 0.44%

B s~

B 5.00%

B Bronze M Brass W Zamac B Vitreous M Plastic
chinaware

*The data presented includes all Duratex’s industrial and for-
estry units in Brazil. Monitoring of this data will begin in the
next cycle for the units of Tablemac.

**These data refer to the operations of Deco, which use the
respective materials from recycling sources.
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Transport G4-EN30

Transport related to Duratex’'s activities follows a
logistics strategy of travelling over the shortest
distance possible. Currently in the panel market,
the record for the shortest distance between raw
materials and production plant is held by Dura-
tex's Agudos Panel Unit. G4-DMA

In its transport activities, the main environmen-
tal impact comes from the use of fuel, the possi-
ble emission of black smoke and greenhouse gases.
With the aim of reducing these impacts, the Wood
Division has a series of procedures in place to verify
the operational condition of the equipment and ve-
hicles hired, requiring preventative maintenance to
be carried out to ensure the efficient consumption
of fuel and a satisfactory emission standard. In the
event of irregularities, a Technical Bulletin of Irregu-
larities is issued and the transport firm responsible
is notified and given a time limit to take remedial
action. If the situation re-occurs, the vehicle in ques-
tion is refused access to the Company's premises
and is not allowed to continue to provide a service.

In the Panel Division, the Company maintains a pro-
cedure for surveying standardised environmental
aspects and impacts within its units, carrying these
out in accordance ISO 14001 certification specifica-
tions. In the Forestry area, equipment regularly un-
dergoes preventative maintenance with a view to
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Significant environmental impacts
referring to the transport of products and
employees G4=EN30 (tCO,e)

| 2014] _2013| 2012

For logistics purposes® 9597402 66,161.35 e

For transport of
employees**

1,66816  1,268.45 1115.55

*Transport of finished wood panel and vitreous chinaware products
(closed cargo).

**The Deca Loucas Jundiai I unit has its own bus for the transport

of employees within the unit. The fuel consumption and respective
greenhouse gas emissions of this transport are monitored. The other
units are not equipped with similar employee transport. Duratex also
monitors business trips by employees and their respective emissions.
The emissions under these two categories have been considered in
the data reported.

**Data not reported, due to adjustments made to information collec-
tion methodology in 2013.

minimising environmental impact. Evaluations have
shown that it is not possible to reduce smoke emis-
sions from vehicles and machinery within the cur-
rent limits, due to economic unfeasibility.

At the Deca Division, as a measure to mitigate
the environmental impacts of transport, black
smoke testing is carried out for diesel-powered
vehicles operating within its units. There is an en-
vironmental instruction in place, which is part of
the units’ environmental management system,
related to environmental aspects and impacts
assessed as part of the ISO 14001 certification
process, which regulates and defines how these
tests should be carried out.

€ 53 >
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DIALOGUE AND

RELATIONSHIPS

Improving relationships and communication
IS the focus of Duratex's initiatives

The importance of stakeholders

In the last few years Duratex has carried out
work in the identification of its stakeholders
(public audiences with which it relates). The ob-
jective is to establish a solid relationship with
each one, based on a knowledge of their needs
and aspirations, and at the same time commu-
nicate the Vision and Values of the Company to
these public audiences in a transparent manner.

As a way of organizing its initiatives on the
Dialogue and Relationship front, Duratex di-
vides these public audiences into two groups.
The first of these is internal, consisting of em-
ployees, leaders and top management. While
the second, external group covers suppliers,
clients, specialists, and neighbouring commu-
nities. The strategies adopted for each stake-
holder are covered in the following pages.

SUSTAINABILITY
FOR EMPLOYEES

A video approximately 4 minutes long ex-
plains to employers, in the form of a lesson,
what sustainability means for Duratex and
how to assemble initiatives on this theme.
It also shows the three different fronts of

the Sustainability Platform, Dialogue and

Relationships, Environmental Manage-
ment and Performance, and Transparency
and Responsibility. This video can be ac-

cessed on the following
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Duratex's communication channels and relationship programs with its public audiences Number of complaints and grievances received
related to environmental impacts G4-EN34

Duratex's commmunication channels and relationship programs with its public audiences Duratex's commmunication channels and relationship programs with its public audiences

Shareholders + Sustainability Portal, internal communication channel with information on _ 2014 | 2013 | 2012

« Quarterly conference calls on the Company's results the theme, polls and a space for comments Total number of grievances and
« Roadshows and public meetings in Brazil and abroad * Sustainability Bulletin E;TEE;Z: ilg?itset:(ejrzodei}r?\gk:znprgig_d 25 2 T
. i i * Organisational Climate Research

Investor relations site 9 | . N covered by this report
« E-mail alert for the publication of events of interest . Comumcatlon channel: sustentabilidade@duratex.com.br Total number of grievances and - . 1
* Quarterly reports containing discussion of the Company’s results and social Suppliers complaints addressed
and environmental performance * Duratex Ombudsman Service Total number of grievances and o5 5 :
« Committee for Disclosure and Trading * Code of Ethics and Conduct complaints resolveq
» Securities trading policies and the publication of Material Events or Facts * Buying policy Vel ngmber of grievances e

. - _ S . o . complaints before the period

+ Sustainability Bulletin + Guidelines on technical characteristics in the launch of new products techni- covered by this report and re- 1 O O
« Communication channel: investidores@duratex.com.br cal characteristics solved during this period
. ' _ ' » Technical assistance and support for small producers in the South of Brazil . .

Customer Service (SAC) by telephone and e-mail o " Communication channels G4-EN34
. Technical support + Communication channel: sustentabilidade@duratex.com.br

+ Development of products with a view to eco-efficiency |

. Trade fairs, meetings and showroom * Press room communication channel on Duratex’s website In 2014, the Ombudsman Department received three
. Deca and Wood Division websites . Training sessions complaints concerning environmental and social im-
« Communication vehicles for specific areas of the business * Awards and publication of work carried out pacts, relating to grievances by residents close to one of
e Ciclo Saber é Vender (to know is to Se“) training program « Communication channel: SUStentabilidade@dUratex.com.br its p|aﬂtS, Cltlﬂg the h'gh ﬂOISG |e\/e|S geﬂerated by the
» Communication channel: sustentabilidade@duratex.com.br plant’s operations. As an action plan, Duratex adopted
Employees * Support for social projects additional measures and expanded its dialogue with the
. Duratex Ombudsman Department * Programs for supplementing income local community. The Company maintains a number of
+ Code of Ethics and Conduct * Visitors’ Centre (Avap and Cesa) communication channels to deal with stakeholder de-
« Somos Assim (how we are) program, with Mission, Vision and Values . Mtanagement of demands from interested parties (registry of FSC and ISO re- mands, among these being: G4-DMA

* Mural journal, intranet, videos, communication campaigns; direct commu- porting scopes)

nication initiatives such as Café com Ideias (ideas at coffee time) roadshows: * Participation in associations and entities of civil interest, such as the Ethos Insti- N

and the Duramais <|ast |Onger> program, with events focused on We“_being, tute for Compaﬂies and their Social ReSDOﬂSibthy, Global Compact, Mao Certa <|ﬁ ® Corporate: SUStentabllldade@duratexCombr
motivation, celebration and recognition the right hands) program, Green Building, FSC, Fiesp, GHG Agriculture, Pro-Etica, ¢ Deca and Wood Divisions: formal mechanisms for receiv-

Brazilian GHG Protocol program, Brazilian Commission for Integrated Report

_ o _ o Monitoring, Sustainable Leadership Platform, ACV Brazilian Corporate Network, _ _ _ _
« Mnternal recruitment program, providing employees with opportunities for other sector entities (Ipef. Iba) and municipal councils G4-15 clusive telephone line for the community, and complaints

growth and new experiences + Communication channel: sustentabilidade@duratex.com.br directly made at the factory gates, or by telephone.

« Education and training programs INg grievances and complaints via e-mail, a direct and ex-


mailto:investidores@duratex.com.br
mailto:investidores@duratex.com.br
mailto:investidores@duratex.com.br
mailto:sustentabilidade@duratex.com.br
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People

Based on professional development and training,
Duratex's staffing policy focuses on well-being
and quality of life, and a concern to provide a
satisfactory working environment. The Company
has 11,131 employees, who work at the industri-
al and forestry units, as well as the administra-
tive centre - this figure does not include student
trainees or employees abroad (see more on page
/7). G4=10

Another major continuous investment by the Com-
pany is in the safety of its workers - particularly the
Duraseg Program - and in the strengthening of cor-
porate culture, values and organisational identity,
covered in the document entitled “Somos Assim”
(how we are).

Duratex's Human Resources Department began the
introduction, in 2014, of a SAP integrated staff man-
agement program. In this first year, the payroll sys-
tem was installed, and in 2015 a number of other
features will be introduced, such as the assessment
of competence and performance, training (Learning
Management System) and recruitment.

This was also the first year in which the Company
held a Corporate Trainee Program. Duratex's idea is
to invest in the career and training of these young
professionals with a view to preparing them to be
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Employee profile* G4=10 (2014)
Total: 11,131
1,446

9,685

B \Women B Men

*not including student trainees and employees abroad.

tomorrow's leaders. 15,784 inscriptions were com-
pleted with 624 applicants selected for personal
valuation. 69 went on to be screened by the As-
sessment Centre, with a total of 18 being hired.

At the end of 2013, Duratex carried out Climate
and Satisfaction Research, in which 9473 employ-
ees participated. In 2014 the Company worked on a
number of action plans to introduce improvements.
Another climate research study will be carried out
in 2015. 139 action plans were conceived, 31 at the
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Deca Division, 68 at the Wood Division and 38 at
the Central Offices. Of these, two were corporate
in nature, in other words for the entire company.
These are: Somos Assim Open Day and the Internal
Recruitment Policy Review.

Somos Assim Open Day invited Duratex’s man-
agers to reflect on their behaviour, and how they
can participate in the working climate and output
of the teams. The campaign included games, vid-
eos, debates and the sharing of experiences. After
participating in the Open Day, managers participat-
ed in the Somos Assim challenge, with the objec-
tive of encouraging the practice of Duratex's values
among its teams. 670 team leaders were trained, 64
mMmanagers and 33 groups.

The strengthening of internal recruitment has the
objective of offering more development opportuni-
ties to employees. In 2014, criteria were established
that are even more objective, for the proper func-
tioning of selection processes, including more trans-
parent communication with the professional staff
selected. 1423 were approved through internal re-
cruitment in 2014, with 860 coming from the Deca
Division, 347 from the Wood Division, 144 from the
Forestry Division, and 72 from the Central Offices.

New climate research is to be carried out in 2015.
Duratex's expects, as a result of these efforts, to see
an improvement in employee satisfaction levels.
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Employee distribution, by region* G4-10
(2014)

Number of outsourced employees, by region G4-10

_ December/2014 December/2013

women 62 1025 259 South 122 240 86 241
Men 1,241 7274 1170 Southeast 1,556 1134 1,094 1,447
Northeast 99 86 90 61
*Not including student trainees and employees abroad. Total 1,777 1,460 1,270 1,749
General total 3,237 3,019
Total new hiring rates and numbers, and employee turnover G4=LA1
Numlber of new hirings 2014 Number of staff leaving 2014 Turnover®* (%)
Total: 2.085 Total: 2.825 Total geral: 22%
I 1426 I 1653 I ;4
B 632 B 1008 B 4
| 27 B 54 B
W Up to 30 M Between B Over 50 B Up to 30 M Between Bl Over 50 W Up to 30 M Between Bl Over 50
years of age 31and 49 years of age years of age 31and 49 years of age years of age 31and 49 years of age

*Definition: employee turnover (numlber joining + number
leaving/2)/headcount).

Obs.: The complete data is available on page 77.
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Somos Assim (how we are)

“Somos Assim” transmits the Company's values,
mission and vision, as well as explaining Dura-
tex's identity. Although in operation since 2010,
Somos Assim Day was held in 2014, to include

coordinators and supervisors, who participated

ANNUAL SUSTAINABILITY REPORT 2014

in discussions carried out at each of Duratex's
units. All the content contained in this document
was worked on using practical cases and exam-
ples. An evaluation between the participants on
the effectiveness of the Open Day, immediately
after the event, noted a score of 4.6, on a scale
of 5. G4-56
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Leadership development

Duratex has a Development Platform, offer-
ing content and training on important manage-
ment themes, such as marketing, strategy and
finance, as well as behavioural themes, covering
coaching, leaderships style and other aspects. In
2013 managers carried out their training using
this platform, and in 2014, it was the turn of 250
coordinators to be given access to these cours-
es. In 2014, there were an average of 71.53 train-
iNng hours in general organisational skKills, 26.35 in
SSO and 12.59 on the environment. In addition to
this general training, the Company invested R$
356,506.16 in 42 university and post-university
education student grants, awarded in 2014 (see
more on page /8). G4-DMA; G4-LA9; G4-LA10

Duratex has been expanding its performance
analysis process. Of the total employees, 3% of
the men (252) and 4% (52) of the women, re-
ceived performance analysis in 2014, a higher
percentage than in the previous year - 1% of the
men (93) and 1% of the women (7). No analysis
was carried out in 2012. G4-LAT1
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TRAINING IN SUSTAINABILITY

In addition to the training carried out
through the Development Platform, in
2014 the entire sales area of both the
Deca and Wood Divisions underwent
training in sustainability, in the use of
the theme as a brand-name attribute at
sales outlets. The objective was to de-
velop a training program for employ-
ees in the sales and marketing depart-
ments of the two divisions, including
those outsourced, preparing them for
dialogue with customers, through dis-
semination of the Sustainability Plat-
form. The training involved pamphlets,
quizzes and specific presentations for

these stakeholders, with the support of

an external consultancy firm. The target,
which was to train 70% of employees,
was exceeded. Approximately 800 staff
were trained. The training session lasted
3 hours, coming to a total of 2400 indi-
vidual training hours.
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Duraseg

Duraseg, Duratex's occupational health and safe-
ty management system, is based on three key
elements - staff, equipment and procedures -
which involves awareness raising and training,
and the checking of equipment, in full compli-
ance with the Brazilian legislation. The program
also establishes an occupational health and safe-
ty policy, with a manual for the operation of the
system and operational procedures that must be
adopted by employees. The program also en-
sures the distribution of individual protection
equipment, and periodically carries out critical
and medical exams, with a view to monitoring
the health of employees exposed to some type
of disease, such as loss of hearing, muscular al-
teration, intoxication, dermatosis and respiratory
diseases. G4-DMA

In 2014, 100% of the procedures connected to
occupational health and safety legislation were
revised, with 33 operational procedures being
set up to be implemented in 2015. Duratex's in-
vested a total of R$ 20 million in bringing up
equipment to current safety standards. With re-
spect to the key staff element, the Duraseg team
worked with the Internal Communications De-
partment to publicise the program to employ-
ees, with the safety rules that must be followed
internally.
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PROCEDURES

DURASEG

EQUIPMENT

Overhaul of machinery
and equipment
legislation compliance

For 2015, the Duraseg will be working on OHSAS
18001 certification for the Loucas Sul, Loucas
Queimados and Metais Jundiai Plants in the
Deca Division, and the Taquari and Agudos Pan-
el Plants in the Wood Division, as well as for the

Forestry Units in Agudos and Taguari. G4-LA6

The Company's operational activities do not
generate a high incidence or high risk of occu-
pational diseases. Any diseases diagnosed at the
various units of the group are monitored clini-
cally. There have been no diagnoses which pro-
vide proof of inability to work or engagement in
social living, and the rate of disease incidence is
low. The employees with such diagnoses work
in operational activities suitable to their physi-
cal condition. Considering the care given, both
preventative and curative, by all the occupational
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Systems management
legislation compliance

Awareness raising and
training

health and safety team, the rate of occupational
diseases at the Company are minimal, consider-
ing the number of workers involved. Indicators
for the area are regularly monitored. G4-LA7

Although the Company has made strenuous ef-
forts to improve employee safety, carrying out
refresher training, lamentably there were four fa-
talities, one of them being a traffic accident and
three in the Forestry Unit. Efforts and initiatives
are being implemented to deal with the root
cause of these occurrences.

As part of its goals for 2015, Duratex intends to im-
prove its management programs, with better inte-
gration between the teams involved (Occupational
Safety, Occupational Medicine, Human Resources,
Area Coordination and the Environment). G4=LAZ7
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Lesion rates, occupational diseases and
days lost G4-LA6

Health and safety 2014 2013 2012

Number of accidents
Accidents involving

time off work Ies 19 122
Variation between last

year and the previous 42.31% -10.30% 3.60%
year

ACCldent not involving 63 24 90
time off work

Days lost through time 19.573 1372 1208
off work

Days lost in transport 2,862 1,763 2,062
Days calculated and

debited © © 500
Total days 22,435 3135 3,570
Absenteeism - for medi- 155% 103%  163%
cal reasons

AISSENIEEEE 0.82%  ON% 012%
- accidents

Lesion rate * 0.47 0.39 0.41
Rgte of occupational 0.01 N/D N/D
diseases

Work-related deaths 4 @) 1
Accident frequency rate

(days last/HHT) 642 A2 =
Accident severity 11233 1448 1745

(ACM/HHT)

Obs.: Days lost consider total days lost through time off work
+ days lost in transport.

*Except for RSI (repetitive strain injury) or WRMD (work-relat-
ed osteomuscular disturbances), all accidents are considered
involving lesions, independent of their severity.

HHT: man hours worked.
ACM: accidents involving time off work for medical reasons.
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2014
Distribution Accidents Accident
oV reqion involving | not involving Days lost | Absenteeism TEA* | TGA**
yred time off work | time off work
South 10 3 696 1.88 76 13535
Southeast 164 60 21159 2.36 4.2 415.5
Northeast 1 @) 220 2.89 4.2 91.7
2013
Distribution Accidents Accident
by reqion involving | not involving Days lost | Absenteeism TEA* | TGA**
yreg time off work | time off work
South 12 4 206 0.91 5.49 113.12
Southeast 100 68 2,738 0.99 3.73 159.61
Northeast 18 2 197 215 6.36 71.47
2012
L . Accidents Accident
Distribution . . : ) .
by reaion involving | not involving Days lost | Absenteeism
yreg time off work | time off work
South 14 13 153 1.62 5.66 86.61
Southeast 116 77 2,963 1.62 549 184.87
Northeast 15 @) 454 2.6 5.62 170.14
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“*TGA: accident severity rate.




OSUSTAINABILITY PLATFORM ANNUAL SUSTAINABILITY REPORT 2014

Formal agreements Ombudsman Department

Duratex complies with the procedures neces- Already in operation for two years, Duratex's Ombuds-

sary for the safety and health of its employees. man Department is one of the dialogue channels for
It also elects an Internal Accident Prevention employees and suppliers that enforces the practice of
Commission (Cipa). For this reason, the Com- the Company's values and its Code of Ethics and Con-
pany Mmaintains clauses in its collective agree- duct, in addition to contributing to evolution in process-
ments with unions on health and safety in its  es and behaviour. In 2014, the Ombudsman Department
business segments -Wood/Forestry and Metal registered 706 complaints. Of these, 617 were received
Bathroom Fittings/Vitreous Chinaware. In 2014,

21 formal agreements with unions were anal-

from employees and 36 from suppliers. Additionally, in
2014, the Ombudsman Department received 657 com-
ysed, that cover themes of collective occupa- plaints from other stakeholders, as yet still not dealt with
tional health and safety for all the Company’'s by this channel. These contacts were passed on to the
units. G4-LA8 Company's existing communication channels or referred

internally to the areas responsible. G4-DMA; G4-50
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Of the 670 complaints received 2014, 551 were
referred to the management areas for assess-
ment and positioning, which represented 82% of
the total contacts from this public audience. The
other complaints received were not dealt with,
either due to lack of detailed information or due
to the fact that the complainant decided to drop
the case.

The themes touched on were in the majority
(63%) related to technical issues - standards and
policies, processes, procedures and infrastruc-
ture. The other reports (37%) referred to behav-
loural issues involving leaders or teams.
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Health and safety related themes covered by formal union
agreements G4-LAS8

Percentage difference between agreements that con- N .
tain this information and those that do not 9 °

Number of complaints and grievances received relating to labour
practices, registered through formal mechanisms G4-LA16

e ———— 22

Total grievances and complaints

Individual protection equipment 15 71% S——— 3 -
otal grievances and complaints

Joint health and safety committees consisting of . 230, proceised o 477 579 375
governance and workers ? _ _
Participation of employee representatives in :;)Sts:vg;éréevances and complaints 416 540 266
health and safety inspections, audits and accident 3 14%
investigations Total grievances and complaints Received in 20T
Measures or structures for resolving problems 11 52% reg|stered.before the period cove = £ 341 Dealt with in

ered by this report, resolved in this &4l
Commitments related to performance standards de- 5 10% oeriod 201 (233)

sired or level of practice to be applied

Obs.: The following themes were not dealt with: training, education, complaints sys-
tem, right to refuse unsafe work, regular inspections, and compliance with the ILO.

Employees trained in anticorruption
policies and procedures in 2014* G4-S04

— 0.5%

1.4%
3.2%

8.2%

B Executive Board (1) B Supervision (7)
Management (10)

B Co-ordination (3) M Trainees (18)

Obs.: There were no communications sent to outsourced staff,

student trainees or apprentices, neither were there any sent to
other regions of the Country.

*Total number of participants: 219. Employees trained were in
the Southeast (218) and South (one manager).

Total number of processes received by
the Ombudsman Service*

Public audience* 2014 2013 2012**

Employees 670 886 569
Suppliers 36 27 8
Total 706 913 577

“Public audiences formally dealt with by the communication channel.

**Data refers to the period from January to December 2012.
The Ombudsman Service was formally opened on May 23,
2012. Before its opening, denouncements received were dealt
with by the Internal Audit Department.

B Administrative/Operational (180)
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Nature of employee process filed, dealt
with by the Ombudsman Service G4-50

6 6% 6%

Consultation 2%

Praise 9% 5% 3%
Criticisms 82% 81% 74%
Denouncements o o o
(ethical deviations) e e ok
Suggestions 4% 5% 8%

In 2014 Duratex's Ombudsman Team carried out
a number of presentations to employees and to
publicize the Ombudsman Service process and
its operational policy, touching on themes such
as the Code of Ethics and Conduct and the Com-
pany's Values. In total, 219 employees, from the
corporate, industrial and forestry units, attended
the presentations. G4-S04

At the Vitreous Chinaware Unit in Queimados
(RJ), the Ombudsman Service was introduced
in 2014, with the holding of eight presentations,
reaching 93% of the plant's employees. A sign
language interpreter was also made available for
employees with hearing deficiencies. G4-S04
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Paratodos (for all) program

Launched in 2012 to emphasise the theme of di-
versity in staff management, the Paratodos pro-
gram focuses on the hiring and inclusion of em-
ployees with some type of handicap. Last year
the Company hired 41 handicapped employees,
making progress in the method of selection and
inclusion of these professional staff in its respec-
tive areas, through training and qualification for
managers. G4-DMA

One of the differentials of this program was a
mapping of all Duratex's units to identify posi-
tions in which handicapped staff can be hired,
and what requirements they must meet. In this
way, a broader-reaching effort is being made for
the inclusion of these people and the apprecia-
tion of diversity. In Lencois Paulista, most of the
handicapped staff are employed in the produc-
tion of saplings in the nursery. The other units of
the Company are developing initiatives to meet
the legal quota.

In 2015 Duratex's began initiatives for the training
and qualification of handicapped staff. Currently
there are 354 handicapped staff working within
the Company.
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Handicapped personnel in 2014

T N N N A A

Corporate

Deca 204 203 203 206 206
Madeira 129 128 127 127 125
Hydra - - - - -
Total 342 340 339 342 340

206 204 202 207 204 204 201
121 18 121 123 122 124 126
- - - 20 20 20 20
337 332 332 360 356 358 356

Obs.: In 2013 the guota was 3.11%, ending at 3.20% in 2014. The workforce of handicapped personnel has increased

by 3.5%. Calculation: ((344,/356-1)*100).

Remuneration and benefits policy

Duratex has a remuneration policy that is defined
in accordance with its job and salary plan, as well
as its staff management strategy. The plan is
based on the relative weighting of job positions,
salary amounts practised in the market, while
also aiming to achieve an internal balance be-
tween the various job functions. Periodically sal-
ary research is carried out of remuneration and
benefit practices at national and multi-national
companies in different sectors. It is important to
emphasise that there is no difference in remuner-
ation between genders within the Company. Dif-
ferences occur according to meritocratic criteria.
G4-DMA; G4-LA13

The proportion between the total annual remu-
neration of the best paid individual in the organ-
Isation and the average annual total remunera-
tion of the other employers, was 20.32 times, as
a result of a special short-term incentive plan,
based on the meeting of targets, a model based
on Balanced Scorecard methodology and struc-
tured from two key perspectives: the collective
perspective, with corporate and unit indicators,
and the individual perspective. G4-54

Annual salary adjustments are carried out in ac-
cordance with the rates defined in the collective
wage agreements, negotiated with each union
in the respective category. The variable remu-
neration policy consists of short-term incentives
paid in the form of profit sharing, the objective
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of which are to reward employees for the year's
results, encouraging them to meet and exceed
targets and results, and also in accordance with
individual performance, in their respective area
of operation, as well as from a global perspective
within the organisation. G4-52

Employees in all Duratex’s units are entitled to a
series of benefits, described below. G4-LA2

Duratex benefits - General

® transport/freight vouchers

e |ife insurance

e collective personal accident insurance (APC)

7
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® health plan

e pension fund (PAI Plan)

e Christmas benefits (toys and Christmas basket)

e funeral assistance

e flu vaccination campaign

® personal and special loans (through the foun-
dation or banks -payroll loans)

® purchase of products under special prices and
conditions

® meal vouchers

® pharmacy agreement for the purchase of
medicines

Duratex’s benefits - Collective wage
agreement

® créche assistance

® pbasic foodstuffs basket

® sickness benefit

Partnership/agreements

® dental plan

® [tau private pension fund, with reduced rates

® [tau vehicle insurance at a reduced cost for Du-
ratex employees

® bank agreement with exemption from charges

® |carning institutions

® Duramais (various partnerships)

Retirement
The Individual Retirement Plan (PAI-CD) pro-
vides various basic contribution levels to the par-
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ticipating employee, that vary from 1% to 10%,
depending on salary bracket. For these contribu-
tions, the amount contributed by Duratex match-
es that of the participant. Provision is also made,
In an easy manner, for contributions by the par-
ticipant based on variable remuneration, where-
by the sponsor contributes 50% of the partici-
pant contribution, limited to 2 nominal salaries.
In 2014 the PAI-CD had 5667 active participants,
780 self-sponsored participants with propor-
tional deferred benefit, and 280 participants link
to Duratex, receiving assistance. The Company's
contributions to this plan totalled R$ 7.5 million,
this amount coming from a fund set up for this
purpose. The equity value of the PAI-CD at the
end of 2014 amounted to R$ 1.868 billion, which
iIncludes mathematical reserves, as well as retire-
ment and administrative funds, without restric-
tions as a function of salary, position, region,
time with the Company, etc. G4-DMA; G4-EC3;
G4-LA2

The Defined Benefit Plan (BD) is closed to new
entrants, and does not receive contributions
from active participants. At the end of 2014 this
plan had a total of 47 active participants, 31 self-
sponsored or the proportional deferred benefit
participants and 522 receiving assistance. Its eg-
uity value amounted to R$ 246.2 million at the
end of 2014, including mathematical reserves, re-
tirement and administrative funds. The estimat-

RETURN TO SUMMARY € 63 >

ed value of total liabilities was R$ 148.401 million
as at 30/09/2014, calculated on an actuarial ba-
sis, taking demographic assumptions, assuming
conservative interest rates, and adherence by the
majority of participants. G4=-EC3

Local hiring G4-EC6

At Duratex there is no policy which gives prefer-
ence to the hiring of local residents. However, at
all the units there is a practice of hiring residents
from the region, for all job levels. With regard to
members of top management, the Company'’s
practice is to promote employees from within
the existing workforce, and as a consequence,
employees that live locally.

In 2014 seven new managers were promoted
from within the workforce, being therefore mem-
bers of the local community. In addition to these,
eight managers were hired in the market, all resi-
dent in the same city. The percentage of employ-
ees from local communities was only calculated
in 2014, and amounted to 96.24%. With respect
to members of top management from local com-
munities, the proportion was 90% in 2012, 89%
in 2013, and 80% in 2014. Duratex is of the un-
derstanding that members of top management,
as they come from the local community, are also
members from the same state.
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Proportional relationship between the
salary increase of the highest-paid
and the average salary increase in the
organisation G4-55

Highest-paid @)

Average salary increase of

other employees 59

Difference 35

Obs.: data disregards collective wage increase.

Proportion of base salary between women
and men G4-LA13

6%
o N
_6% _33%

25%
"
_]7% _35%

28%
o T

-9% -42%

. Management
. Administrative
. Operational

Obs.: Average salary of female sex/average salary of male sex.

Proportion between the lowest salary within the organisation and the local minimum salary

G4-EC5 (R%)

Percentage

Percentage
relationship

Annual national minimum salary 9412001 -1 88400 -

4.63%

Duratex's lowest annual salary- exclusive*

Duratex's lowest annual salary- inclusive**

2014 : . 2013

relationship
Men 9,987.48 6.11% 9,221.79
Women 9,987.48 6.11% 10,574.61
Men 10,199.18 8.36% 9,221.79
Women 10,172.44 8.08% 10,873.45

19.98%
4.63%
23.37%

Obs.: The reference for the calculation is the minimum national salary. However no employee receives the equivalent of the annual
national minimum salary. There are no differences between either gender among the main operational units. Only those employ-
ees are considered who have been active over the last 12 months.

*Without profit-sharing.

*With profit-sharing.

Rates of return to work and retention after maternity/paternity leave G4-LA3

| 2014] 2013] 2012]
. . . . Men 375 406 33]
Those with the right to maternity/paternity leave Women 64 66 c
Total 439 472 389
. . . Men 375 406 331
Those taking maternity/paternity leave Women 64 66 53
Total 439 472 389
Those returning to work after the end of maternity/paternity Men 374 405 331
leave Women 62 66 56
Total 436 471 387
Those returning to work after maternity/paternity leave and Men 330 316 331
still employed in the same year Women 54 31 29
Total 384 347 360
Rate of return to work Men 100% 100% 100%
Women 97% 100% 97%
Total 99% 100% 99%
Rate of retention in work Men E5 Ui 1007
Women 84% 47% 50%
Total 87% 74% 93%

Concept used:

Considers those employees that left on leave in 2013 and returned in 2014.
And how many of those who took leave remained with the Company in 2014.
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Quality of relationships

The Company considers an in-depth knowledge
of the public audiences with which it relates -
and their needs - to be fundamental, as this
contributes to a fairer society, the attainment
of excellence by the Company and its part-
ners, being one of the main supporting pillars

of sustainability.

Suppliers

Duratex has a formal set process for the iden-
tification of risks in its relationship with nation-
al and international suppliers. This identifica-
tion is carried out through the Duratex Suppli-
er Management Program (GFD), conceived in
May 2012, and in alignment with the guidelines
of the Sustainability Commission. Its objective
is to ensure that Duratex’'s Vision and Values
are reflected through its suppliers, making for a
closer relationship and encouraging good prac-
tices. This program uses metrics for the moni-
toring of suppliers through the use of question-
naires, scheduled visits and document control,
taking into consideration legal, social and en-
vironmental questions. Financial and quality is-
sues, as well as level of service offered, are also
considered in the supplier management model,
and have been included in the questionnaires
from 2015. G4-DMA; G4-HR4; G4-HR5; G4-HR6
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Since 2013, the Company has used the services
of a consultancy firm to carry out visits to its
strategic suppliers in Brazil, as a way of iden-
tifying environmental, social and legal risks. In
201, 4 130 suppliers were analysed by the pro-
gram, chosen from among the most important
and those which demonstrated the highest risk.
Of these companies, 84 completed the stan-
dard questionnaire which, in 2014, covered so-
cial, legal and environmental aspects. Based on
the reading of these guestionnaires, Duratex,
with the help of external consultancy firm, car-
ried out 31 visits to check the veracity of the
responses. When something irregular is detect-
ed in loco, Duratex helps the company to pro-
pose an action plan to remedy the situation. In
2014, a number of points for attention and im-
provement were identified at a number of sup-
pliers. However, only three suppliers implement-
ed a formal action plan in combination with the
Company. G4-DMA; G4-HR4; G4-HRS5; G4-HR6

For 2015, 40 new supplier assessment visits are
planned, with the reassessment of some com-
panies already visited to check on the improve-
ment initiatives taken. If operations constituting
a risk are encountered, the situation will be re-
ferred to the Sustainability Committee for the
definition of an action plan to prevent occur-
rence in the future.
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Duratex's suppliers are monitored annually. The
aim of this is to identify evidence on social and
human rights impacts, as well as labour anad

environmental practices

Suppliers in commerce, the mineral process-
ing industry, security service, transport service,
and machine and tool industry sectors are those
most exposed to the occurrence of risk: viola-
tion of the right to exercise freedom of associa-
tion and collective bargaining; child labour: risk
of youngsters being exposed to dangerous work;
and forced labour or the equivalent of slave la-
bour. However, in 2014 no operations were iden-
tified that constituted significant risks in these
areas. G4-DMA; G4-HR4; G4-HRS5; G4-HR6

The Supply Department, together with the Risk
Commission, has developed a map of potential
risks, in which it was observed that the North-
east is the most vulnerable to occurrences of
child labour, dangerous work and forced labour
or equivalent slave labour, as a function of its
prevailing social, political and legal conditions.
Duratex identified risk mitigating initiatives in its
risk map of this region. As a result, it has decid-

ed to seek alternative suppliers, in other loca-
tions. G4-DMA; G4-HR4; G4-HRS5; G4-HR6

Every year, suppliers are subjected to monitor-
INng in order to assess aspects of social impact,
human rights and labour and environmental
practices. Of the supplier total, 25 were submit-
ted to evaluation in 2013, and 31 in 2014. Since
2012 no occurrences have been identified of a
negative impact on social and human rights is-
sues. G4-DMA; G4-HR11; G4-SO10

Negative impacts in relation to environmental
themes were identified in two suppliers in 2013.
In 2014 similar identification was found in anoth-
er two companies, involved in the mineral pro-
cessing business (Mining companies). The sup-
plier relationship was not terminated because it
involves the supply of raw materials (kaolin and
gravel) that are obligatory for the Company's
manufacturing process. After the definition of an
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improvement plan, the resulting actions were im-
plemented in 2014. All suppliers carry the neces-
sary documentation for their operations, in com-
pliance with federal bodies. G4-HR11; G4-SO10

With regard to labour practices, the Company
only identified one case in 2013, at which point
it helped to develop and train the supplier. This
decision was made after presenting the poten-
tial risks to the Sustainability Committee, which
established an agreement on improvements with
this supplier (1I00%). In 2014 no evidence was
identified of negative impacts on these themes,
neither was any supplier contract terminated.
G4-LA11; G4-LA15; G4-EN33; G4-SO10

Duratex's Code of Ethics and Conduct estab-
lishes that no form of exploitation, discrimina-
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tion or disrespect can be practised as part of its
activities, on its premises and within the value
chain, with regard to ethnic group, gender, po-
litical, sexual or religious preferences or handi-
caps. This code is directed at all the Company's
managers, employees, and student trainees and
is explained to new employees on joining the
workforce. G4-HR3

The Company invites its suppliers to attend an
annual meeting, at which it presents its Values
and Vision. At the end of the meeting, suppliers
with the best practices are given awards. In 2015,
legal and financial aspects will be worked on.

Duratex is currently analysing a suitable way of
measuring the extent of its supplier chain in the
future. G4-DMA; G4-12
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Percentage of new suppliers selected based on environmental and labour criteria
G4-EN32; G4-LA14

2012

2014 2013

Environmental criteria

Total suppliers considered for contracting 9,313 9,145 8,850
thal ;uppllers contract based on environmental ac 90 90
criteria

Percentage (%) 0.91% 0.98% 1.02%

Labour criteria*

Total suppliers considered for contracting 9,313 9145 8,850
Total suppliers contract based on labour criteria 239 293 172
Percentage (%) 2.57% 3.20% 1.94%

*The criteria used were the health and safety practices employed by service providers.
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Local suppliers
Despite not having a formal policy or practice in
this area, Duratex tends to give preference to the
hiring of companies located close to its major
operational units, to facilitate logistics aspects.
G4-DMA; G4-EC9

Proportion of expenditure with local
suppliers locais G4=-EC9

%
3112% 5214

24.50%

2014 2013 2012
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SUPPLIER OMBUDSMAN SERVICE
In 2014, 36 reports were received, 16 of which
were dealt with by the formal Ombudsman
Process, 17 referred to the areas responsible
to be dealt with initially in the first instance,
while three were not dealt with due to lack
of contact data, detailed information, or
because the gquestions had been resolved
before the ombudsman process could be-
gin. The theme of the processes filed were
mainly to do with payment questions and

contractual and logistics issues. G4=50

Clients

In order to cater to its 25,000 clients in the Deca
Division and 4250 in the Wood Division, Duratex
has specific communication channels, conducts
regular satisfaction research and carries out loy-
alty promotions with the support of the Market-
ing and Communication departments. In order to
improve dialogue with its customers, in 2014 the
Company carried out training of its employees in
the Commercial and Marketing departments of
the two Divisions, including outsourced person-
nel, in order to publicize its Sustainability Plat-
form and content related to sustainability and its
businesses (see more on page 58).
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The Deca Division has sales affiliates that exclusive-
ly cater to construction companies and retailers,
and has a pre-sales team whose job is to emphasize
the attributes of the brand-name in the offices of
architects and construction firms. Despite the fact
that Deca’s sales are not directly to the consumer,
the Company invests in its relationship with opinion
formers, in order to reach customers that are remod-
elling their houses, or looking for saving solutions.

In the Wood Division, this service is divided into
two structures. One of these is responsible for
serving industrial clients (particularly in the furni-
ture sector), while the other deals with wood retail-
ers and the construction materials sector. Support
for these structures is provided by teams specializ-
INg in communication, product development, tech-
nical support and customer relationships.

With the objective of evaluating the products
and services provided, and identifying points
for improvement in projects and processes, and
mMmeasuring customer satisfaction, Duratex car-
ries out customer research once a year, using the
external services of the TNS/Kantar Group, the
world leader in customised research, and which
follows the ICC/Esomar code of ethics, and the
Brazilian Association of Research Companies
(Abep) quality code, as well as ISO 20252. In
2014 the results presented showed a score of
810, on a scale of O to 10. G4-PR5
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As part of the customer satisfaction research among
clients of the Deca Division (structural industry,
wholesalers, home centres and commercial retailers)
also carried out by TNS/Kantar, in 2014 products and
services offered were also evaluated, with a resulting
general satisfaction score of 7.76 and a recommen-
dation rate of 8.83. This research enabled customer
relationship quality to be assessed, with the identifi-
cation of points for improvement. G4-PR5

Additionally, Duratex develops customer relations
activities, promoting meetings at furniture centres,
training and technical support services, always seek-
INg to create brand-name loyalty, developing the
market and adding value of the products and ser-
vices provided. G4-PR5

Duratex's policies and standards establish a pro-
cess of information security, with a view to ensuring
the confidentiality, integrity and availability of in-
formation, and its correct use, while preventing the
release of confidential and restricted information
(standard Nti-3, of Information Security Policy, and
standard NsC-1, of Annex AD-46 of Professional
Buying Directives). In the Code of Ethics, provision
is made for confidential information, agreement,
concepts, projects, studies, etc. to be kept secret
and confidential, with access limited to employees
who require access to this content in the perform-
ing of their jobs. G4-DMA; G4-PR2; G4-PR4
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With respect to the labelling and packaging of all
products and services from the Deca and Wood
divisions, all the relevant information is printed on
packaging labels or tags, complying with legal in-
formation requirements for customers and con-
sumers. This packaging also includes data on safe
use of products, contained in Installation Manuals,
instructions for the installation of Durafloor prod-
ucts and Moulding skirting boards, and installa-
tion guides for Durafloor LVT products. G4-PR3

In the case of Deca’s eco-efficient products, the
differentials in terms of water-saving are highlight-
ed on the label. When necessary, information is
included on precautions for use. In its instruction
pamphlets, Deca encourages the correct dispos-
al of its packaging and recyclable products. For
products from the Wood Division, whenever nec-
essary, information is included on precautions for
use in the communication materials. G4-PR3

Community

Duratex has a policy of investing in social, environ-
mental and cultural initiatives in the communities
where its units are located. In 2014 the Company
carried out an assessment of its Private Social Invest-
ment directives, with the assistance of an external
consultancy firm, with the objective of making this
strategic for its businesses and society. A variety of
leaders were listened to, both within the Company
and outside, who contributed to a process of compil-
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iNng investment headings capable of promoting local
development in the communities where the Compa-
ny is located. This process was approved by the Sus-
tainability Committee and resulted in the revision of
Duratex's Social Policy, which was subsequently re-
named the Social Responsibility Policy, incorporat-
ing the Policies for Social Investment and in Engage-
ment with Interested Parties, based on the recom-
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mendations of the ABNT NBR ISO 26000 standard.
In 2014 the Company invested R$ 4,700,000 in so-
cial projects of its own, or those incentivised by it.
One of the projects was Water, Art and Sustainabil-
ity, represented in the photograph above.

With regard to the social aspect counterparty to the
construction of the MDF plant in Itapetininga and
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COMMUNITY RELATIONSHIP
PROGRAM - PILOT

PROJECT IN UBERABA

One of the outstanding programs in 2014
- as part of the mapping process of in-
terested parties - was the carrying out
of a diagnosis of principal stakeholders
in the community surrounding the Uber-
aba panel plant, with the drawing up of
a relationship plan to be implemented
during 2015. Teams from the Corporate
Sustainability Management Department
and the unit itself, started the mapping
of the positive and negative impacts of
the Company's operations in the region,
with the aim of creating partnerships and

reconciling dilemmas. R$133,000 was in-

vested in this first phase. Duratex intends
to expand this work to other communi-
ties, based on this experience.

forestry planting and maintenance, as part of a con-
tract with the National Bank for Economic and So-
cial Development (BNDES), Duratex is in the process
of installing bicycle racks and open-air gymnasiums
in the municipalities of Cabo de Santo Agostinho
(PE), Séo Leopoldo (RS), Joao Pessoa (PB) and
Queimados (RJ), with a total investment of R$
800,000. The use of these areas is free and the lo-
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cal municipality is responsible for their maintenance.
Also as a counterparty to this contract, more than
R$ 800 millions was invested in community libraries
in the towns of Agudos (SP), Itapetininga (SP), Jodo
Pessoa(PB) and Queimados (RJ). G4-DMA; G4-EC7

These projects contribute to promoting the quality of
life and the practice of physical activities and sports,
with free usage by all age groups. The local munici-
pality is responsible for maintenance, ensuring the
preservation and greater longevity of the equipment.

In addition to this, approximately 420 people from the
community received training in Librarian and Read-
ing Promotion courses, 98 representatives from the
public authorities took part in a Public Management
Workshop, while 560 people from the community
were elected to represent the municipalities in the
project. G4-DMA; G4-EC7

The principal impacts generated by this project are:

® Improvements in this structure of municipal pub-
lic schools as a result of the remodelling and/or
building necessary to set up the libraries;

® Re-assignment of teachers removed from the
classroom, and allocated to reading rooms/
libraries who rediscovered, in the courses of-
fered by the project and the work involved in
developing the library, a new opportunity to re-
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main working as teachers; G4-DMA

® Broadening of the perception that the effectiveness
of public policies is a conseguence of interaction
between civil society and the public authorities;

e Perfection of the knowledge of public employ-
ees in the municipalities responsible for the
building budget of the municipality, through
courses in management and sustainability of-
fered by the project;

® Involvement of employees from the sponsoring
company as volunteers in the library initiatives,
resulting in social mobilization;

e Opening up/broadening of relationships with
local public authorities in the municipalities
where the sponsor has a relationship;

e Contribution to the implementation of Law No.
12,244/10, which determines that all the Coun-
try’s learning institutions must have a library by
2020. G4-DMA; G4-EC7

In 2014, Duratex achieved success in its negotiations
with the Minas Gerais State Government and the mu-
nicipal authorities where the Nova Monte Carmelo
farm is located (Araguari, Estrela do Sul, Indianopo-
lis, Nova Ponte and Romaria) so that the taxes gen-
erated by the plant being built will be divided among
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all these different municipalities. In this way the Com-
pany hopes to stimulate growth in the region.

With the objective of assessing and publishing in-
formation of a socio-environmental nature of in-
terest to the Company and local society, one of its
first initiatives, initiated in 2013, was the Environ-
mental Diagnosis of Uberabinha River basin, car-
ried out in partnership with Anga. This river, which
supplies water to important towns in the locality,
Is to be studied by researchers to collect infor-
mation on fauna, flora and soil in the area. In this
way, the environmental impacts of integrated and
sustainable management of natural resources can
be better analysed and understood by the popu-
lation. This project should be completed in 2014.

Meanwhile, the Project for Social Use of the For-
est, seeks to achieve a closer relationship with the
communities around Duratex's forestry units. The
project was formalised in 2012 through the devel-
opment of a procedure setting out a series of activ-
ities which are already being developed in various
areas of the Company, with the possibility of addi-
tional activities to follow. During 2014 a number of
sporting activities were developed, such as fishing,
cycling, rally races, in addition to production activi-
ties, such as beekeeping and agriculture. G4-DMA

During 2014, 4712 people visited the Piatan Envi-
ronmental Nursery (Avap), in Agudos, and the Bu-
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riti Socio-environmental Education Centre (Cesa),
in Estrela do Sul. These two centres were created
with the objective of publicising concepts of for-
estry management and sustainable wood produc-
tion. In the location, presentations and supervised
walks are offered, that aim to show the impor-
tance of conserving soil, water, air, fauna and flora.

Impacts managed

The potential environmental impacts which the
operation can generate internally are moni-
tored and registered on the Environmental Im-
pact Aspects Spreadsheet. This initiative seeks,
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among other aims, to avoid impacts on the local
communities.

Even so, at the units of Uberaba, Agudos and Taquari,
of the Wood Division, which are close to inhabited
areas, there have been complaints received about
noise and particle emissions, in certain situations. In
the forestry areas, there have been complaints about
damage to roads and dust, referring to the transport
of wood. This operation is seasonal, and measures
have been adopted to avoid these impacts. These
grievances are registered and dealt with according to
procedure. Control measures have been adopted to
mitigate the impacts mentioned. G4-DMA; G4-SO2

Percentage of operations involving engagement programs with the local community

G4-S01 (%)

Evaluations of social impact based on participatory processes, including gender impact 33.4
Evaluations of environmental impact and continuous monitoring 33.4
Public disclosure of the results of environmental and social impact evaluations 33.4
Community programs for local development based on local community needs 6.7
Stakeholder engagement plan based on mapping of stakeholder priorities 6.7
Public con.sultlation committees or groups (community), based on local communities and pro- 00
cesses which include vulnerable groups

Occupatipngl health and safety councils or committees and other worker representation bodies, 00
to deal with impacts

Formal complaint processes or ombudsman service communication channel 100.0
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Within the Deca Division, the Sao Paulo Met-
als Unit is situated within a mixed environmen-
tal area, in the municipality of Sdo Paulo, close
to residential condominiums, universities, etc. The
Hydra unit is in a residential area, in the munici-
pality of Tubarao, among houses and commercial
properties. Both units have received complaints
from neighbours about noise. However, initiatives
have been taken with respect to the communi-
ty, both about the operations of the Sao Paulo
Metals Unit, as well as the activities of the Hydra
Unit in Tubarao. In the first instance, other sourc-
es of noise were identified as also coming from
surrounding areas, from companies, streets and
avenues. Operational changes were made at the
two units and dialogue has been opened up with
the local community. As a consequence, there has
been a reduction in the number of complaints on
this issue. G4-DMA; G4-SO2

Ombudsman Service

Duratex's Ombudsman Service can also be ac-
cessed by the community. In 2012 and 2013, no
complaints grievances were received relating to
social impacts. However, in 2014 three complaints
were received from residents around one of the
plants, about noise generated by the Company's
operations. As part of its action plan, Duratex ad-
opted additional measures and expanded its dia-
logue with the local community. G4=-SOT1
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Statement of value added 2014

Statement of value-added (R$) G4-EC1
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2013

Shareholders (remuneration on Total of items 11 to 1.3 I
capital) 6.50% 10-54% 11 Sal f handi duct d
: : ' .a €s of merchandise, products an Includes ICMS and IPI levied on these revenues, in other words corresponding to gross revenues or gross sales 5,063,836.00 4,911,231.00
Employees (remuneration, benefits services
34.74% 30.75%
and charges for employees) 1.2) Other revenues 150,672.00 72,050.00
Government (taxes, charges and 2158% 34.91% 1.4) Bad debt provisions -reversion/booking Booking/write-off of bad debt provisions -9185.00 -6,721.00
contributions) ' ' 2 -Inputs acquired from third parties (includes il G i 2t 4
Profit/loss retained for the period 12.38% 13.79% ICMS & IPD otal OFILEMS 2.1 Lo 2.
Interest and rent (remuneration of ‘ -
. i ¢ 15.00% 10219 | |2 Cost of products, merchandise and ser Not including expenditure on own staff -2136,957.00|  -1,889,520.00
third-party capital) vices sold
Investments in the community - - 2.2) Materials, energy, outsourced services and | Referring to acquisitions, and payments to third parties. In the cost of products sold, materials and services, energy etc.
. . . -497,671.00 -400,322.00
others consumed, the ICMS and IPI included at the moment of purchase is taken into account, whether recoverable or not
2.3) Loss/recovery of asset values Amounts referring to the market value of inventory and investments, etc. - -
3 -Gross value added Difference between items 1& 2 (1-2) _—
Statement of value ;
dded - summary (R$) 2014 2013 [ S n OF S e I
o aty \4.1) Depreciation, amortisation and exhaustion \ Expenses booked in the period \ —607,448.00\ -625,597.00
1 - Revenues 5.205.323.00 4.976.560.00 5 -Net value added prodgced by the entity Dlﬁcerenlce between items 3 and 4 (3 - 4) _—
2 - Inputs required 6 -Value added received in transfer Sum of items 6.1 and 6.2 _—
from third parties -2,634,628.00 -2,289,842.00 6.1) Equity income result Includes amounts received as dividends, related to investment valued at cost 142,644.00 102,656.00
6.2) Financial revenues Includes all financial revenues, independent of origin 666 2,743.00
3 - Gross value added
2,570,695.00 2,686,718.00 6.3) Results from discontinued operations -11,026.00

a-2)

Sum of items 5 and 6 (5 + 6)
Sum of items 8.1 to 8.5

Includes charges associated with regulations, 13th salary, FGTS, food, transport etc. appropriated to the cost of

product or result in the period including INSS charges

¢

542,322.00

598,481.00
94,055.00 83,736.00
36,966.00 34,663.00

4 - Retentions -607.448.00 -625 59700 7 -Total value added to be distributed
5 - Net value added 8 -Distribution of value added
produced by the or- 1,963,247.00 2,061,121.00 8.1 Staff and charges

ganisation (3 - 4) 8.1.1) Direct remuneration

6 - Value added re- 8.1.2) Benefits

ceived in transfer 143,310.00 94,373.00 81.3) FGTS

7 - Total value added to 2,106,557.00  2,155,494.00

be distributed (5 + 6)

8.2) Taxes, charges and contributions

In addition to contributions due to INSS, income tax and social contribution, all the other taxes, charges and
contributions are included in this item. Amounts referring to ICMS and IPI are included as values owed, to be
collected by the public coffers, representing the difference between taxes on sales and the amounts consid-

ered, within item 2 - inputs acquired from third parties

Report the economic value accumulated (economic value generated - economic value distributed)

2,106,557.00

2,155,494.00
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ENVIRONMENTAL ASPECT

WATER

Total water drawn off, by source
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Percentage
20l 2013 2012 participation in 2014

(m*)

Wood Division 4,902,744.52 5,353,020.69 5,709,401.57 89%
Deca Division 572,931.53 602,765.76 532,445.65 10.5%
Corporate 4,746.80 5,965.61 5,391.64 0.10%
Total 5,480,422.85 5,961,752.06 6,247,238.85 100.00%

Catchment by source

Water received from utility concessionaire

2014 PAGIK

2012

Percentage
participation in 2014

(municipal water supply or other water sup- 376,349.60 753,546.061 755,963.64 7%
ply companies)
Water captured from local watercourse (sur-

2,607,780.50 3,401,426.41 3,904,256.98 48%
face water)
Water captured from artesian semi-artesian 2 485,059.75 1794,434.04 1574.248.63 A5%
wells (subterranean water)
Rainwater catchment (ramvvatq d|lrect|y col- 11.233.00 12.345.00 12.769.60 0%
lected and stored by the organisation)
Total water captured (m?) 5,480,422.85 5,961,752.06 6,247,238.85 100%

Obs.: Data presented includes all Duratex's industrial and Forrester units in Brazil. Data for Tablemac units will be presented

separately in the text.

= CHAPTER

WATER SOURCES SIGNIFICANTLY AFFECTED BY
THE DRAWING-OFF OF WATER G4-DMA; G4-EN9
The management of water sources should be adaptable and col-
laborative, with combined efforts by government, society and
science so as to ensure that the measures taken are effective
and sustainable. Duratex’s relationship with water sources is as
described below, according to an Evaluation of the Sustainability
Index of Hydrographic Basins.

® Only the panel units in Botucatu and Taguari Chill capture wa-
ter directly from a surface spring. However the volume drawn
off is below the annual average flow over a long period (Qm),
representing 0.86% and 0.005%, respectively. Therefore no
water sources are affected by the drawing-off of water.

® Duratex’s surface water springs are not listed as systems that
are sensitive, rare, threatened or endangered, neither do they
represent an exclusive support system for any threatened
species of animal or vegetation.

® No surface water spring for the supply of Duratex’s units is
characterised as a swamp area. Therefore none apply to the
list of the Ramsar Convention and neither are they characte-

rised as springs earmarked for conservation.

® None of the surface springs that supply Duratex's Units is
characterised as having a high biodiversity value, endemism
or protected species.

® Both surface springs that supply the panel units at Botucatu
and Taquari are of major importance for the local communi-
ties. However, water catchment by the Botucatu panel units
is located below where the water is drawn off for the urban
supply, thus not interfering with its availability, while the water
captured by the panel unit at Taquari is at a large waterfall,
not affecting other water catchment. However, water catch-
ment by the Botucatu panel unit is affected by the capture of
water in this town.
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The Deca Units (Loucas Ideal, Loucas Jundiai, Metais S&o
Paulo, Loucas Paraiba, Loucas Recife, Loucas Sul and Metais
Jacarefl) and the Uberaba and Taquari panel units use the pu-
blic water supply to supply all part of their water needs. This
being the case, the various springs are described below.

Deca: Loucas ldeal, Loucas Jundiai and Metais Jundiai are
located in the municipality of Jundiai, which is supplied by
the Atibaia River (re-direction), the Jundiai Mirim dam, the
Moises River and the Simplicio stream. The condition of the
supply system is considered satisfactory, with re-direction of
the water from the Atibaia River to the Jundiai Mirim dam
(ANA, 2010), which means that water catchment directly
affects water availability in the Jundiai Mirim water source.

Deca Metais Sao Paulo: is located in the city of Sdo Paulo and
is supplied by the Cantareira, Guarapiranga and Alto Tieté sys-
tems. Other systems are part of the Integrated Watersupply
System, which can compensate for problems in the other sys-
tems. However, ANA (2010) indicates that of the 36 municipa-
lities present in the Sdo Paulo Metropolitan Region, 31 require
investment. As there is an Integrated Watersupply System at
the head of the Tieté River, public water catchment interferes
significantly with the water availability in adjacent springs and
hydrographic basins, such as the Cantareira System.

Uberaba Panel Unit: located in the municipality of Uberaba
(MG) and supplied by the public utilities concessionaire, whi-
ch captures its water directly from the Uberaba River, which
in turn, requires re-direction from the Claro River. ANA (2010)
classified the supply as satisfactory. However re-direction in-
dicates that the water catchment for urban supply directly
influences the availability of spring water.

Deca Loucas Paraiba: located in the municipality of Jo&o
Pessoa, which is supplied by the re-direction of the integra-
ted system of Acude Gramame/Mamuaba, Mumbaba and
Acude Marés. Of the 13 municipalities situated in the Jodo
Pessoa Metropolitan Region, 12 require investment in the wa-
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ter production system (ANA, 2010). Specific studies indicate
that there is a conflict for the use of water in this region, par-
ticularly for urban supply and irrigation.

Deca Loucas Recife: located in the municipality of Cabo de
Santo Agostinho, the Recife Metropolitan Region, which is su-
pplied by the Suape Integrated System, which captures wa-
ter from the Ipojuca River, the Utinga River weir and the Bita
weir; by the Gurjau integrated system, which captures water
from the Gurjaul/Pirapama weir; and from the Cabo de Santo
Agostinho Isolated System. The supply system is satisfactory
for S| Suape and the Cabo de Santo Agostinho Isolated Sys-
tem, while that for SI Gurjau requires expansion (ANA, 2010).
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® Deca Loucas Sul: located in the municipality of Sdo Leopol-

do, the water captured by the public concessionaire is being
directly drawn off the Sinos River. The supply system requi-
res expansion and it is the only one, which indicates that the
spring will supply future demand (ANA, 2010).

Deca Metais Jacarel: located in the municipality of Jacarei,
the water captured by the public concessionaire comes from
the Paraiba do Sul River, Alpes and Bela Sdo Pedro. Its sup-
ply situation is considered satisfactory (ANA, 2010), and the
Paraiba do Sul River should support future demand.

Percentage of total water volume recycled and
reused (m?®)
Total water volume recycled/reused

2014

2,561126.97

2013

2,579,980.32

2012

2,524,498.33

Rate of reuse* (%)

47%

43%

40%

Obs.: The data presented include all Duratex's industrial and the forestry units in Brazil. The data for

the units of Tablemac has been presented separately in the text.

*In order to calculate the water reuse rate, volume of water recycled was divided by the total volume

of water captured.

PROTECTED AREAS
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Location and size of area owned G4-ENTI1

Corumbatai, Botucatu and Tejupa Environmental Protection
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APA - Batalha River
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Area (APA) Farm Total farm area
(hectares) | Latitude | Longitude
(hectares) América 46573|  -22.31|  -49.8
Agua Bonita 178463 -23.25 -48.51 Lar dos Desamparados 19.54| -22.42| -49.04
Barra Longa 4781 -22.84 -48.39 Saltinho 2 33179 -22.21 -49.26
Bofete 1,680.81 -23.22 -48.38 Palmeiras 863.98| -22.09 -49.25
Capao Rico 112197 -23.29| -48.35 Paraguassu 100.32| -22.22| -49.29
Cascata 714.63 -2313 -48.48 Bela Vista 2 13.47 -22.25 -49.24
Cerrados do Tamandua 1,764.76 -2318 -48.51 Santa Helena 410.92 -22.33 -49.36
Corrego Fundo 615.49 -2317 -48.28 Miracema 638.42 -22.27 -4976
Corrego Fundo 2 470.83 -2317 -48.29 S30 José 3 7453 2202 -4914
Estancia Livia 328.77 -22.91 -48.32 Nossa Senhora Aparecida 2 186.62 -22.23 -4912
Estancia Livia 2 41719 -22.92 -48.36 Nova Esperanca 2 85.71 -22.25 -4912
Invernadinha 179.48 -23.26 -48.66 Cristina 275.48 -22.26 -49]
Invernadinha 2 178.51 -23.25 -48.66 Sao Francisco 305.88 -22.38 -49.2
Maria Cristina 896.3 -23.2 -48.51 Sdo0 Pedro 1,603.17 -22.42 -49.717
Monte Belo 1,028.13 -23.23 -48.66 Triangulo 24.8 -22.39 -49718
Nova Esperanca 629.26 -2315 -48.2 Santa Luiza 1,040.65 -2213 -49.45
Paredao 314.36 -23.3 -48.69 Santo Anténio da Nova
Quatro Meninas 274.87 -23.28 -48.32 Floresta 668 2218 “49.26
Saltinho 487.02 -23.2 -48.74 APA - Uberaba River (environmental protection area)
Santa Fé 2 27039| -2286| -483 -
Santa Lucia 421.06 -23.21 -48.68 (hectares)
S&o Pedro da Terra Nova 448.01 -23.26 -48.54 Forguilha 125.71 -19.63 -47.96
Tapioca 994.08 -23.22 -48.7 Santo Antonio 3 237.75 -19.59 -47.82
Tapioca 2 275.64 -23.2 -48.69 Rio Bora 662.53 -19.58 -4793
Umuarama 571.98 -23.18 -48.57 Serra da Canastra National Park

o

(hectares)
Posses 24119 -20.27 -46.59
Chapadéao da Babilonia 1 321.86 -20.39 -46.51
Chapadéo da Babilénia 2 161.39 -20.42 -46.46
Chapadéo da Babildnia 3 149.52 -20.47 -46.46
Talhados 463.82 -20.61 -46.36
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Total number of species included on the IUCN Red List and other conservation lists G4-EN14

Federal legislation IUCN Red List
(Ibama)

State legislation

Sdo Paulo| Minas Gerais| Rio Grande do Sul
Fauna
Critically threatened (CR) 4
Endangered (EN) 9 6 7 3 2
Vulnerable (VU) 18 1 12 13 12
Almost threatened (NT) N 1 - - N
Insufficient data (DD) - - - - 2
Flora
Critically threatened (CR) - - -
Endangered (EN) - - 6
Vulnerable (VU) 2 1 17
Almost threatened (NT) - - -
Insufficient data (DD) - - -

i N =
=N

EFLUENTS
Total discharge of effluent, by destination* (m3) G4-EN22

e 2014 2013 2012 Percentage participation in 2014

Wood division 2,297,428.87| 2,501,28516 2,877052.62 88%
Deca division 311,493.47 347,381.11 330,715.05 12%
Corporate area 4,746.80 5,965.61 5,391.64 0.20%
Total 2,613,669.13| 2,854,631.88 3,213,159.31 100%
Type of treatment 2014 2013 2012 Percentage participation in 2014
Physical-chemical treatment 394,584.47| 334,389.34 Amounts not available 15%
Biological treatment 3,749.73 2,71716 Amounts not available 0%
Physical-chemical and biological 52350215  613,54018| Amounts not available 20%
treatment

:nge:ttce? (septic tank, irrigation 1,691,832.79| 1,903,98520| Amounts not available 65%
Total 2,613,669.13| 2,854,631.88 3,213,159.31 100%
*The data represented includes all Duratex's industrial and forests units in Brazil.

Monitoring is to begin of these data for the units of Tablemac.

2014 2013 2012

DBO (mg/D 119 47 40

SST (mg/D 85 45 51

Note: the DBO and SST data in previous years has been revised, because there has been a change in accounting methodology. Being
parameters of concentration, it is understood that the sum of the DBO and SST values of each of its units do not represent Duratex'’s
effluent discharge quality. In this sense, the data for 2012 and 2013 have been recalculated based on the weighted average of the DBO
and SST final values of the effluent at each Effluent Treatment Station (ETE). The data for 2014 is already presented in accordance
with this new methodology. It is important to emphasize that the data only considers the units of the Panel Division, seeing that, con-
sidering the effluent characteristics of the Deca Division (inorganic), DBO and SST are not significant parameters. Even so, the Deca
Division carries out periodic analysis of the DBO and SST of its effluents. For the Panel Division the DBO and SST values presented
consider all the Panel Units, with the exception of the unit at Botucatu, which discharges its effluents in the form of fertilizing irrigation,
with no discharge from this unit into any water body. Furthermore, data from Tablemac has not been included (monitoring is to start-
ed shortly). This indicator is not applicable to the forestry operations, which only generate domestic effluents, discharged into septic
tanks, and the administrative offices in S&o Paulo, which discharges its effluent for treatment in the public sanitation network.

ENERGY
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Energy consumption within the organization* G4-EN3

By Business Unit 2014 2013

Total energy

Electricity consumption

Wood Division 9,022,709.22 9,384,733.04
Deca Division 1,712,649.09 1,721,035.67
Corporate 7,093.22 7,796.74
Total 10,742,45.52 11,113,565.46
Natural gas 1,849,568.75 1,808,399.08
Gasoline** 2776213 24,752.47
Ethanol 1,51.69 4,347.85
Diesel*** 346,230.02 382,108.43
LPG 14,5423 51,016.52
Biomass 4,751,740,86 5,054,215.84
BPF oil 505,664.53 730,942.84
Electricity 3145,431.42 3,057,782.42

3145,431.42

3,057,782.42

Heating consumption

7,597,020.10

8,055,783.04

Refrigeration
consumption

Steam consumption

General total

10,742,451.52

11,113,565.46

*The data presented include all Duratex's forestry and industri-
al units in Brazil. The data from the units of Tablemac has been
presented separately in the text.

**25% anhydrous ethanol and 75% gasoline.
***5% biodiesel and 95% diesel.
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EMISSIONS

Other direct greenhouse gas emissions (tCO.e)
G4-EN15

= selllies 2014 2013 2012

Biogenic emis-
sions (coming
from the burn-
ing or biodeg-
radation of

534,026.001  454,440.06 451,090.75

biomass)

Obs.: The data presented include all Duratex's forestry and
industrial units in Brazil. The data from the units of Tablemac
has been presented separately in the text.

Other indirect greenhouse gas emissions (tCO,e)
G4-EN17

2014 2013 2012

2,261.89

By source

Biogenic emissions
(coming from the
burning or biodegra-
dation of biomass)

8,252.31 6,257.04
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RESIDUE MANAGEMENT MATERIALS SOCIAL

Destination of residues (tons) G4-EN23 Materials used, by weight (tons) G4-EN1 FINANCIAL CONTRIBUTIONS

2014 2013

Percentage participation in

Category

2014 Non-renewable sources 676,153.1 660,627.0 Policies for financial contributions to political parties,
. 0, . . ag s m . . .
Recycling 73,308.51 61,497.29 35.652.58 295’ Vitreous chinaware 182,387.9 205,766.0 po||t|c|ans or institutions G4-SO6
Reuse 159.88 199.98 0% Rebars 3,727.0 4,569.0 Total monetary value
Industrial landfill 24,92770 40,91231 25,84800 10% Deca Brass discs and Stl’lp 3270 406.0 LUIZ HUMBERTO CARNEIRO -
R . o) P
Co-processing 220841 152019 7,434.89 %} |Division | Zamac 203.0 1290, | STATE CONGRESSMAN (CNPJ 50,000
Incineration 25945 878 0% Brass castings 2,726.0 39620  |20.574155/0001-49)
Composting 1597115 2193814 27830.20 7f’ Bronze 10,439.0 11,7510 OLAVO BILAC PINTO NETO -FED-
Elrestsu_r?t cooker g - 427?] = ozi'g - 42(; Plastic 1650.0 1893.0 ERAL CONGRESSMAN (CNPJ 100,000
8 etc el ty ge”e:,a on VRS e - o; Traditional fertiliser 67,238.0 60,064.0 20.574.500/0001-44)
eturns to supplier : : 0 Lubricants (production GUSTAVO DE VASCONCELLOS
Incorporation in agricul- 0 0 0% orocess) 600.7 514.0 MOREIRA -STATE CONGRESSMAN 30,000
tural soil 83,068.83 Resin acquired from third (CNPJ 20.564.350/0001-98)
Decontamination 2.35 23816 0% oarties 117,982.4 113,784.0 SP FINANCIAL COMMITTEE DIS-
Chemical treatment 744 .88 199.68 0% TRICT/STATE FOR PSDB GOVERNOR 200,000
F ldehyd 101,423.4 103,524.0 ’
Total 252,463.36 231,098.85 208,804.12 100% C‘;:zzntfaé deurea (CNPJ 20.592.601/0001-48)
7.821.9 16,605.0 EDSON DE OLIVEIRA GIRIBONI
Obs.: Residues are disposed of directly by Duratex or by third parties. The data considered is from Duratex's in- formaldehyde
. ) . . : T . -STATE CONGRESSMAN (CNPJ 50,000
dustrial and forestry operations in Brazil. Tablemac carries on monitoring of the volume of residue generated, but Urea 85,479.2 67,618.0 20.562.093/0001-55)
its classification is different from that used in Brazil. For this reason the information has not been presented here. Me|amme | 7,057.2 5,551.0 ANTONIO DUARTE NOGUEIRA
*In 2012, the classification was grouped. Paraffin emulsion 1n,671.3 15350 JUNIOR -FEDERAL CONGRESSMAN 50,000
Wood . ,
Division Fluminium sulohate 2,063.9 2,405.0 (CNPJ 20.560.239/0001-23)
Ammonium sulphate 2,704.6 2,694.0 JOSE GUSTAVO FAVARO BARBOSA
Paint 2146.7 1,652.0 SILVA - FEDERAL CONGRESSMAN 40,000
Methanol 57.653.9 43,815.0 (CNPJ 20.561.291/0001-02)
Other materials* 10,4111 1,873.0 AECIO NEVES DA CUNHA - PRESI- 400.000
Renewable sources 3,673,381.6 3,902,915.0 |DENT (CNPJ 20.572.776/0001-93)
Processed wood (humid) 3,639,485.6 3,884,3790| | PAULO ANTONIO SKAF - GOVER- 300,000
: . NOR (CNPJ 20.572.804/0001-72) ’
Paper acquired from third
oarties 14,809.5 13,572.0 RODRIGO GARCIA - FEDERAL CON- 25 000
Sawn wood (hurmid) 49065 49640 GRESSMAN (CNPJ 20.560.574/0001-21)
Oraanic combost-based SANDRO TORRES AVELAR -FED-
fer?iliser P 14180.0 0.0 ERAL CONGRESSMAN (CNPJ 30,000
Total 434 a7 4 42 20.578.774/0001-01)
ota ,349,534. ,563,542.00 LUIZ FERNANDO RAMOS FARIA -
Obs.: Considers the data from Duratex's industrial and forestry operations in FEDERAL CONGRESSMAN (CNPJ 30,000
Brazil. Monitoring of these indicators is to be introduced for Tablemac. 20.579.557/0001-36)
*Varnish, paraffin 140/145 Petrobras, macro-crystalline soft paraffin, sol? fatty- JOSE LEONARDO DE MOURA
acids, liquid di-ethanolamine 98-100% and liquid ammonium hydroxide 24%. COUTINHO FILHO ~STATE CONGRESS- 30,000
MAN (CNPJ 20.560.861/0001-31)
TOTAL 1,385,000
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PEOPLE

Employee profile, by functional level G4-10
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Number of employees, by type of contract (CLT)
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Total quantity and rate of new hirings and employee turnover G4-LA1
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B Dec./2014 Dec./2013 G4-10 _
Menlloman ot Total Number leaving the 5014 5013 2012 Staff turr;over rate, by 5014 5013 5012
Board of Dec,/2014 Dec,/2013 Company, by gender gender (%)
Directors 12 1 13 15 Women Masculine 2,372 1892 2,077 Masculine 21% 23% 21%
Executive Set period 191 71 262 278 Feminine 453 326 322 Feminine 28% 32% 29%
Board 9 1 10 12 Unlimited Total 2,825 2,218 2,399 Total 22% 24% 22%
. 9,494 1,375 10,869 10,779 B o
Total 20 5 25 27 period y age group By age group (%)
Management 84 8 92 89 Total 9,685 1,446 11,131 11,057 Below 30 years of age 1663 1,346 1,496 Below 30 years of age 34% 37% 35%
Co-ordination 21 51 262 261 ietheoﬂ 3149 f 12(532 7;2 173721 Between 3149 14% 15% 12%
Supervisor 303 23 326 318 VEr oL years ol age Over 50 years of age 12% 8% 10%
Leaders 692 413 1,105 971 Total 2,825 2,218 2,399
: ’ _ Total 22% 24% 22%
frainees © 12 18 © Number of employees, by type of employment (CLT) o By region (%)
Administrative 687 323 1010|1035 ployees, by P oy South 441 230| 225 T . . .
Technical 749 46 795 326 G4-10 Southeast 1,879 1,487 1,626 South 34% 26% 25%
i Midwest 0 0 ) Southeast 23% 21% 19%
Operathna\ 6,762 499 7,261 7,279 Dec./2014 Dec./2013 . . : .
Apprentices 191 71 262 278 Northeast 505 50T 548 Midwest 0% 0% 0%
I T Toro IR ; A
Total (CLT)* 9,685 1,446 11,131 11,057 . or Northeast 0% 39% 41%
Full-time 9,499 1,383 10,882 11,044
Student Total 2,825 2,218 2,399 North 0o 0o 0%
trainees 34 35 69 78 Part-time 186 63 249 13 ° ° °
: Total 9,685 1,446 1,131 11,057 Total 22% 24% 22%
Non-continu-
- - 1,777 1,270
ous outsourced NumMb £ hird b
. umber of hirings, by
Continuous ) ) 1460 1749 Sencier 2014 2013 2012
outsourced
Total 34 35 3,306 3,097 Masculine 1,807 2,482 1,891
General total 9,739 1,486 14,462 14,181 Feminine 278 441 299
*Consolidation of Labour Laws. Number of employees, by region (CLT) G4-10 Total 2,085 2,923 2,220
Dez,/2014 Dez,/2013 By age group
I BT BT MR MR oo 50 oo of aoe 1426|2018 1684
South 1170 359 1,529 946 Between 3149 632 880 528
Southeast 7,274 1,025| 8,299 8,661 Over 50 years of age 27 25 8
Midwest 0 0 0 0 Total 2,085 2,923 2,220
oo i2a] 62l 1303] 1450
North O O 0 0 South 215 251 246
Total 9,685 1,446 11,131 1,057
Southeast 1,514 2,070 1,41
Midwest 0O 0 0
Northeast 356 602 563
North @) @) 0
Total 2,085 2,923 2,220
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Programs for skill management and continuous Make-up of groups responsible for governance G4-LA12

Average training hours per year, by employee

G4-LA9 learning* G4-LA10
Functional Organisational Environ- e A _ By gender
S o o b 00 S o | T S T R
Lol = SAele WP | employees ] Men Men Men
l\\//l\/eor:hen %22 8:88 8:88 %22 ?Rrg?u”t invested 356.50616| 194.594.64| 2929534 Board of Directors 73% 27% 73% 27% 77% 23%
Executive board 0.40 0.40 Number of grants Executive Board 9006 1004 9206 80%; 9306 7°A>
Men 0.00| 000 0.00 0.00 awarded 42 53 3 Total 80% 20% 81% 19% 86% 14%
Women 044|000 0.00 0.44 Management 91% 9% 93% 7% 93% 7%
Total 0.32/0.00 0.00 0.32 Obs.: Duratex only offers in total courses and academic qual- Co-ordination 81% 19% 80% 20% 84% 16%
fication Supervisors 93% 7% 95% 5% 04% 6%
Men 28.25| 0.38 0.00 28.63 Leaders 63% 37% 59% 41% 62% 38%
Women 33.40| 0.33 0.40 3414 Trainees 33% 67% 0% 0% 0% 0%
35.81 Administrative 68% 32% 68% 32% 65% 35%
Men 3272 213 1.80 36.65 Technical 94% 6% 93% 7% 94% 6%
\Women 36.56 | 140 3.21 4117 Operational 93% 7% 96% 4% 96% 4%
2.12 Apprentices 73% 27% 79% 21% 76% 24%
Men 2407} 2.87 741 34.34 Total 87% 13% 89% 1% 89% 1%
' Student trainees 4% 5% 47% 53% 59% 1%
Men 24711 03] 0.00 34742 General total 87% 13% 88% 12% 89% 1%
Women 340.00| 029 0.00| 34029
Trainees | 361.33] 033] 000 _ 361.67]
Men 9.77| 160 266 14.03 Negroes
e — Asalme el — - o0 | oz | 20 |
el e Vel e T
Women 1237 124 16.45 30.06 Board of Directors 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
5] Executive Board 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Men 884 122 745 17.51 Total 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Women 34711 0.31 0.00 347.42 Management 110% 0.00% 110% 0.00% 110% 0.00%
029]  0.00| 340.29] Co-ordination 3.40% 1.50% 4.20% 0.80% 4.40% 0.40%
Men 7.41] 0.90 1.05 9.36 Supervisors 10.40% 0.60% 8.20% 0.30% 8.80% 0.00%
Women 8.95| 124 7.93 1812 Leaders 6.30% 2.90% 5.40% 310% 5.40% 2.60%
2.4] Trainees 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Men 4.42| 0.5 0.30 5.23 Administrative 20.20% 4.00% 2010% 3.20% 18.80% 3.80%
_\I’_Vi”l‘e” "122 (1)'32;;1 07-22 2(2)-28 Technical 17.40% 1.40% 17.30% 1.50% 16.20% 110%
ota _ : : : : Operational 33.40% 1.80% 3510% 1.50% 3410% 1.60%
' Apprentices 2710% 11.50% 29.50% 9.70% 28.20% 6.90%
Wornen 1 107 209 005 Total 26.50% 2.20% 27.80% 1.90% 27.00% 1.90%
General total Student trainees 8.70% 4.30% 3.80% 3.80% 4.60% 110%
(average) .86 1.35 7.08 20.29 General total 26.40% 2.30% 27.60% 1.90% 26.70% 1.90%

Obs.: Not considering outsourced staff.
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Board of Directors 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Executive Board 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Total 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Management 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Coordination 0.50% 0.00% 0.40% 0.00% 0.50% 0.00%
Supervisors 1.00% 0.00% 1.30% 0.00% 1.00% 0.00%
Leaders 1.40% 0.50% 0.50% 0.20% 110% 0.60%
Trainees 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Administrative 4.40% 1.50% 2.90% 0.50% 4.70% 1.70%
Technical 2.40% 0.00% 2.30% 0.00% 1.90% 0.00%
Operational 3.80% 5.40% 3.50% 0.30% 3.40% 3.60%
Apprentices 0.00% 1.40% 0.00% 0.00% 0.00% 310%
Total 3.30% 2.40% 2.90% 0.30% 3.10% 1.70%
Student trainees 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
General total 3.30% 2.40% 2.80% 0.30% 3.00% 1.60%

2014

Between 31 Between 31 Between 31

Below 30 2nd 50 Over 51 and 50 Below 30 and 50

Board of Directors 0% 27% 73% 27% 0% 38%
Men 0% 18% 82% 0% 50% 50% 0% 33% 67%
Women 0% 50% 50% 0% 18% 82% 0% 40% 60%
Executive Board | 10%] 90% L 75%| 0% | 73%]
Men 0% 1% 89% 0% 0% 100% 0% 100% 0%
Women 0% 0% 100% 0% 27% 73% 0% 21% 79%
Total 0% 20% 80% 0% 26% 74% 0% 32% 68%
Men 2% 64% 33% 0% 67% 33% 0% 83% 17%
Women 0% 75% 25% 1% 63% 36% 1% 65% 33%
Men 10% 71% 18% 6% 86% 8% 6% 86% 8%
Women 10% 78% 12% 8% 70% 22% 7% 71% 23%
Men 17% 69% 14% 27% 67% 7% 40% 45% 15%
Women 35% 57% 9% 16% 67% 16% 15% 67% 19%
Men 40% 51% 10% 41% 55% 4% 37% 58% 5%
Women 38% 56% 6% 41% 50% 9% 42% 50% 8%
100%
Men 100% 0% 0% 0% 0% 0% 0% 0% 0%
Women 100% 0% 0% 0% 0% 0% 0% 0% 0%
Administrative
Men 54% 41% 5% 53% 43% 4% 54% 42% 4%
Women 54% 42% 4% 55% 40% 5% 57% 39% 4%
Men 30% 62% 8% 46% 52% 2% 47% 51% 2%
Women 50% 50% 0% 29% 61% 10% 30% 59% 1%
Operational
Men 39% 55% 6% 33% 62% 5% 39% 57% 3%
Women 41% 56% 3% 41% 53% 6% 43% 51% 5%
Apprentices 100% 100% 100%
Men 100% 0% 0% 100% 0% 0% 100% 0% 0%
Women 100% 0% 0% 100% 0% 0% 100% 0% 0%
Total 40% 54% 7% 41% 52% 7% 42% 51% 7%
Student trainees 100% 100%
Men 100% 0% 0% 100% 0% 0% 100% 0% 0%
Women 100% 0% 0% 100% 0% 0% 96% 4% 0%
General total 40% 53% 7% 41% 52% 7% 42% 51% 7%
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Proportion of salary base between men and women, by job category* (R$)

G4-LA13
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2014 2013 2012 2014 2013 2012
Board of Directors 24,089.39 18,644.97 20,465.75 Trainees 4,755.27 0.00 0.00

Women 14,416.67 772727 10,307.69 Women 4,875.16 0.00 0.00
Men 27,633.59 23,840.00 22,666.67 Men 4,515.49 0.00 0.00
Proportion (%) -48% -68% -55% Proportion (%) 8% 0% 0%

Executive Board 70,264.78 58,588.63 32,468.67 Administrative 1,687.09 1,629.01 1,501.45
Women 50,618.67 42,661.82 40,000.00 Women 1,748.70 1,879.34 1,747.57
Men 72,279.76 59,813.77 32,230.34 Men 1,657.22 1,504.45 1,364.70
Proportion (%) -30% -29% 24% Proportion (%) 6% 25% 28%
Women 20,095.52 16,625.54 16,686.98 Women 2,557.76 2,786.38 2,645.37
Men 21,486.67 20,086.03 18,253.25 Men 3177.40 3,168.86 2,974.31
Proportion (%) -6% -17% -9% Proportion (%) -20% -12% -N%
Coordination Operational 1,765.01 164218 1,497.46
Women 9,485.74 8,712.55 8,107.35 Women 1,207.77 1,088.66 876.52
Men 10,163.14 9,684.01 9,221.09 Men 1,796.15 1,665.10 1,524.35
Proportion (%) -7% -10% -12% Proportion (%) -33% -35% -42%
Supervisors 5,695.44 5,368.86 5,086.28 Apprentices 417.29 387.42 387.87
Women 5,499.21 5,411.85 5054.24 Women 44577 388.43 371.60
Men 5,707.64 5,366.44 5,088.49 Men 408.62 38711 3921
Proportion (%) -4% 1% -1% Proportion (%) 9% 0% -5%
Leaders | 444186l 427657
Women 4,369.61 4,188.33 412453 Women 1,368.46 1,292.36 1,471.43
Men 4,830.39 4,613.65 4,367.53 Men 1,277.71 1,259.70 1,416.58

Proportion (%)

-10%

-9%

-6%

Proportion (%)

7%

3%

4%

*Todas as Unidades Duratex foram consideradas como operacionais relevantes.
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1 -Calculation base 2014 (R$'000) 2013 (R$'000) 2012 (R$'000) 2011 (R$'000)

Net revenue (RL) 3,984,507 3,872,705 3,394,399 2,970,365
Operating result (RO) 620,219 821,979 692,566 576,366

Gross payroll (FPB) 769,681,507 719,565 614,030 496,313

Total value added (VAT) 2,106,557 2,155,494 1,841,928 1,694,756

2 -Internal social indicators 2014 (R$ '000) % of FPB % of RL % of VAT | 2013 (R$ '000) % of FPB % of RL % of VAT | 2012 (R$' O00) % of FPB % of RL % of VAT 201 (R$' ©00)
Food 30,909 4.3% 0.8% 1.4% 29,622 41% 0.8% 1.4% 23,999 1.3% 0.7% 1.3% 22,568
Compulsory social job positions 241,852 33.6% 6.2% 1.2% 213,495 29.7% 5.5% 9.9% 180,295 9.8% 5.3% 9.8% 180,472
Private pension plan 8,025 11% 0.2% 0.4% 7196 1.0% 0.2% 0.3% 6,765 0.4% 0.2% 0.4% 6,177
Health 41,091 5.7% 11% 1.9% 33,819 4.7% 0.9% 1.6% 25,168 1.4% 0.7% 1.4% 21,014
Occupational health and safety 15,886 2.2% 0.4% 0.7% 14,207 2.0% 0.4% 0.7% 12,311 0.7% 0.4% 0.7% 11,098
Education 5,326.00 0.0% 0.0% 0.0% 474 0.1% 0.0% 0.0% 164 0.0% 0.0% 0.0% 242
Culture 30 0.0% 0.0% 0.0% 57 0.0% 0.0% 0.0% O 0.0% 0.0% 0.0% 28
Professional training and development - 0.0% 0.0% 0.0% 3,078 0.4% 0.1% 0.1% 1,826 0.1% 0.1% 0.1% 1,732
Créche and créche assistance 156 0.0% 0.0% 0.0% 135 0.0% 0.0% 0.0% 104 0.0% 0.0% 0.0% 63
Sport 377 0.0% 0.0% 0.0% 307 0.0% 0.0% 0.0% 146 0.0% 0.0% 0.0% 204
Employee profit sharing 50,015 7.0% 1.3% 2.3% 38,773 5.4% 1.0% 1.8% 30,649 1.7% 0.9% 1.7% 34,071
Transport 17,970 2.5% 0.5% 0.8% 16,673 2.3% 0.4% 0.8% 15,108 0.8% 0.4% 0.8% 13,557
Others 2,852 0.4% 0.1% 0.1% 3,955 0.5% 0.1% 0.2% 2,296 0.1% 0.1% 0.1% 2,073
Total -internal social indicators 409,027 56.8% 10.6% 19.0% 361,789 50.3% 9.3% 16.8% 298,831 16.2% 8.8% 16.2% 293,299
Education 128,000 17.8% 3.3% 5.9% 1,288 0.2% 0.0% 0.1% 5,056 0.3% 0.1% 0.3% 1176
Culture 2,977,966 413.9% 76.9% 138.2% 4,769 0.7% 0.1% 0.2% 1,819 0.1% 0.1% 0.1% 3,049
Health and sanitation 475,000 66.0% 12.3% 22.0% 0 0.0% 0.0% 0.0% 575 0.0% 0.0% 0.0% 0
Sport 757173 105.2% 19.6% 351% 3,335 0.5% 0.1% 0.2% 1,805 0.1% 0.1% 0.1% 0
Combat of hunger and nutritional safety @) 0.0% 0.0% 0.0% @) 0.0% 0.0% 0.0% @) 0.0% 0.0% 0.0% @)
Sector indicator 0 - - - N/D - - - @) 0.0% 0.0% 0.0% 0]
Others 0 0.0% 0.0% 0.0% 583 0.1% 0.0% 0.0% 78 0.0% 0.0% 0.0% 2
Total contributions to society 4,338,139 602.9% 112.0% 201.3% 9,392 1.3% 0.2% 0.4% 9,333 0.5% 0.3% 0.5% 4,227
Taxes (excluding social charges) - - - - N/D - - - ) 0.0% 0.0% 0.0% @)
Total -external social indicators - 0.0% 0.0% 0.0% 9,392 1.3% 0.2% 0.4% 9,333 0.5% 0.3% 0.5% 4,227
4 Environmental indicators 2014 (R$ '000)
41 -Investments related to the Company's production/operation

Expropriation of land ) - - - 0 - - - @) 0.0% 0.0% 0.0% )
Environmental contingencies and liabilities @) - - - @) - - - 169 0.0% 0.0% 0.0% 385
Program the technological and industrial 13,279 1.8% 0.3% 0.6% 3,517 0.5% 0.1% 0.2% 3,370 0.2% 0.1% 0.2% 0
development

Energy conservation ) - - - @) - - - @) 0.0% 0.0% 0.0% 0O
Environmental education 115.625 0.0% 0.0% 0.0% 73 0.0% 0.0% 0.0% 160 0.0% 0.0% 0.0% 177
Sector indicator 0 - - - 0] - - - ©) 0.0% 0.0% 0.0% 0
Others 35194 4.9% 0.9% 1.6% 41,458 5.8% 11% 1.9% 24148 1.3% 0.7% 1.3% 26,503
Total investments related to the company’s 48,588 6.8% 1.3% 2.3% 45,048 6.3% 1.2% 2.1% 27,847 1.5% 0.8% 1.5% 27,065
production/operation
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4.2 -Investments in external programs and/or projects

trative and/or court proceedings

Environmental projects in communities @) - - - @) - - - @) 0.0% 0.0% 0.0% 14
Preservation and/or recuperation of degraded ©) - - - o - - - I 0.0% 0.0% 0.0% 49
environments - - - - - - 0.0% 0.0% 0.0%

Others 0 - - - ) - - - 0 0.0% 0.0% 0.0% 0
Total investment in external programs and/or o - - - o - - - a1 0.0% 0.0% 0.0% 63
projects - - - - - - 0.0% 0.0% 0.0%

{Zzal '2"29)Stme"t in the environment 48,588 6.8% 1.3% 2.3% 45,048 6.3% 1.2% 2.1% 27,888 1.5% 0.8% 1.5% 27,128
Distribution of investment in the environment 2014 (R$’' ©00) % of total 2013 (R$' O00) % of total 2012 (R$' O00) % of total 2011 (R$' O00)
Total invested in environmental prevention 24.840 16.560 2597 3.990
measures ’ ! ! !
Total investment in environmental maintenance 23,748 28,488 25,081 22,704
measures

T_otal investment in environmental compensa- o o 210 434
tion measures

Number of environmental, administrative and g 4 5 3
court cases brought against the entity

Amount of fines and compensation payment of

an environmental nature, determined by adminis- 259,046 21170 241,280 49,762

With respect to the establishment of annual targets
to minimise residues, consumption in general in the
production/operational process and increasing effi-
ciency of the use of natural resources, the Company

5 -Workforce indicators

() has no targets

() has no targets

() has no targets

() has no targets

() fulfils 51% to 75%

() fulfils 51% to 75%

(x) fulfils 51% to 75%

(x) fulfils 51% to 75%

() fulfils 0% to 50%

(x) fulfils 0% to 50%

() fulfils 0% to 50%

() fulfils 0% to 50%

(x) fulfils 76% to 100%

2014 (units)

() fulfils 76% to 100%

2013 (units)

() fulfils 76% to 100%

2012 (units)

() fulfils 76% to 100%

2011 (units)

No. of employees at the end of the period 11,131 11,057 10,353 10,390
No. of employees joining during the period 2,085 2,923 2,220 2,647
No. of employees leaving during the period 2,827 2,218 2,399 2,128
No. of outsourced employees 3,237 1,641 1,822 1,929
NO. of student trainees 69 78 87 107
No. of employees over 45 years of age 1,915 1,603 1,460 1,387
Less than 18 years of age 179 213 15 99
Between 18 and 35 6,385 6,467 6,192 6,362
Between 36 and 45 2,864 2,774 2,586 2,542
Between 46 and 60 1,623 1,544 1,140 1,334
Over 60 years of age 80 59 50 53
llliterate 12 1 7 0
Elementary education 3,874 3,886 2,891 3,017
High school/technical education 5,777 5,682 5,716 5,631
Higher education 1122 1,120 1,467 1,491
Postgraduates 346 358 272 251
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No. of women working at the company 1,446 1,239 1,117 1,109
% of management posts occupied by women 16.67% 10.30% 9.60% 8.4%
No. of men working at the company 9,685 9,818 9,236 9,281
% of management posts occupied by men 83.33% 89.70% 90.40% 91.6%
No. of negroes working at the company 3,205 3,288 2,988 2,978
% of management posts occupied by negroes 3.95% 10.60% 10.40% 10.9%
Number of handicapped employees 356 344 302 283

Gross remuneration broken down by: 2014 2013 2012 201
Employees 385,539 372,480 331,761 315,498
Managers 13,480 14,534 12,837 13,581

Difference between the highest-paid salary paid
by the company and minimum salary (national or

2014 PAOIKS 2012 201

regional) *

Difference between the lowest salary paid by the
company and the minimum salary

6 -Relevant information with respect to the exer-
cising of corporate citizenship

Ratio between the highest and lowest paid remu-
neration in the company

6.11%

©63.77

24.90%

63.94

2.90%

99.13

0%

(¢}
2014 PAOIKS 2012 201

89.76

Total number of accidents in the workplace

248

204

235

241

Social and environmental projects developed by
the company were defined by:

() Directors

() Directors

() Directors

() Directors

(x) directors and management

(x) directors and management

(x) directors and management

(x) directors and management

() All employees

() All employees

() All employees

() All employees

Standards of safety and cleanliness in the work-
ing environment are defined by:

() directors and management

() directors and management

() directors and management

() directors and management

() All employees

() All employees

() All employees

() All employees

(x) Everyone + Cipa

(x) Everyone + Cipa

(x) Everyone + Cipa

(x) Everyone + Cipa

With respect to freedom to join a union, the right
to collective bargaining and internal representa-
tion of employees, the company:

() Had no involvement

() Had no involvement

() Had no involvement

() Had no involvement

(x) follow the norms of the WTO

(x) follow the norms of the WTO

(x) follow the norms of the WTO

(x) follow the norms of the WTO

() incentivates and follow the norms of the WTO

() incentivates and follow the norms of the WTO

() incentivates and follow the norms of the WTO

() incentivates and follow
the norms of the WTO

The private pension scheme includes:

() Directors

() Directors

() Directors

() Directors

() Directors and management

() Directors and management

() Directors and management

() Directors and management

(x) All employees

((x) All employees

(x) All employees

(x) All employees

Profit-sharing includes:

() Directors

() Directors

() Directors

() Directors

() Directors and management

() Directors and management

() Directors and management

() Directors and management

(x) All employees

(x) All employees

(x) All employees

(x) All employees

In the selection of suppliers, the same standards
of ethics and socio-environmental responsibility
adopted by the company:

() are not considered

() are not considered

() are not considered

() are not considered

(x) are suggested

() are suggested

() are suggested

() are suggested

() are required

(x) are required

(x) are required

(x) are required

With respect to the participation by employees in
voluntary work, the company:

() Has no involvement

() Has no involvement

() Has no involvement

() Has no involvement

() Support

() Support

() Support

() Support

(x) organises and incentivises

(x) organises and incentivises

(x) organises and incentivises

(x) organises and incentivises
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At the company - 71,045

At the company - 40,991

At the company - 39,022

At the company - 51,515

Total number of consumer complaints and

At Procon - 31

At Procon - 43

At Procon - 54

At Procon - 42

criticisms

In court - 67

In court - 113

In court -105

In court - 62

At the company - 100%

At the company - 100%

At the company - 100%

At the company - 100%

% of complaints and criticisms dealt with or

At Procon - 100%

At Procon - 100%

At Procon - 100%

At Procon - 42%

resolved

In court - 36.36%

In court - 22.60%

In court -13%

In court -18%

Amount of fines and compensation payments to At Procon - O At Procon - O At Procon - O At Procon - O
customers determined by consumer defence and In court - 171,090 In court - 66,508 In court - 69,433
protection bodies or in the courts

Actions taken by the gntlty to resolve or minimise 5014 5013 5012 5011

the causes of complaints

Number of labour related court cases 907 833 - -
Brought against the entity 617 540 375 341
Ruled as having a case to answer 165 149 156 128
Ruled as groundless 92 78 37 53

Total number of fines paid and compensation is 9732363 7223.669 4.500.955 2894529
paid as determined by the courts

Total value added for distribution (R$' 000) 2,106,557 2,155,494 1,841,928 1,694,756
Government 665,353 30.9% 752,542 34.9% 618,393 33.6% 566,449
Employees 731,746 33.9% 662,731 30.7% 559,077 30.4% 536,658
Shareholders 175,984 8.2% 222,893 10.3% 157,951 8.6% 128,848
Third parties 315,898 14.7% 220,079 10.2% 204,747 11.1% 216,789
Retained 217,576 10.1% 297,249 13.8% 301,760 16.4% 246,012

Note: item 4.2 - preservation and/or revitalisation of degraded environments - amounts refer to the fulfilment of Terms of Adjustment to Conduct (TACS).

*Source: payroll.
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- XECUTIVE

HELD ON FEBRUARY 04, 2015

BOARD MEETING
MINUTES SUMMARY

DATE, TIME AND PLACE: on February , 04
2014, at 1 p.m. at Avenida Paulista, 1938 - 5°
andar, em Sao Paulo (SP).

PRESIDING: Antonio Joaguim de Oliveira - Pre-
sident; and Flavio Marassi Donatelli - Secretary.

QUORUM: Most of the elected members of
the Executive Board.

DECISIONS TAKEN UNANIMOUSLY: Having exa-
mined the financial statements referring to the
financial year ending December 31, 2014, and
the report from PricewaterhouseCoopers Er-
nest & Young Auditores Independentes S/S,
the Executive Board decided, unanimously and
in observance of the terms set out in subpara-
graphs V and VI of Article 25 of CVM (Brazilian
Securities Exchange Commission) Instruction
No. 480/09, to declare that:

a) it has revised, discussed and agreed with the
opinions expressed in the report issued by
Ernest & Young Auditores Independentes
S/S; and,

b) it has revised, discussed and agreed with
the financial statements, referring to the
financial year ending December 31, 2014.

MEETING CLOSURE: There being no fur-
ther business to attend to and with no one
wishing to make any additional comments,
the meeting was declared closed, with the
meeting minutes duly written up in the re-
cord book, which having been read and ap-
proved, were signed by all those present, as
set out below. Sado Paulo (SP), February 4,
2015. Signed: Antonio Joaguim de Oliveira
- Chief Executive Officer; Raul Penteado de
Oliveira Neto - Director Vice-President of the
Deca Business Unit; Alexandre Coelho Neto
do Nascimento, Bruno Basile Antonaccio,
Flavio Marassi DonatelliMarco Antonio Mil-
leo, Maria Julieta Pinto Rodrigues Nogueira,
Paulo Cesar Marostica and Roney Rotenberg
- Directors.

FLAVIO MARASSI DONATELLI
Investor Relations Director

= CHAPTER RETURN TO SUMMARY € 85 2



OFINANCIAL STATEMENTS

ANNUAL SUSTAINABILITY REPORT 2014

REPORT FROM THE AUDIT

AND RISK MANAGEMENT

COMMITTEE

INTRODUCTION

Duratex S.A’s Audit and Risk Management
Committee, created in November 2009, has
the following main responsibilities: (i) to su-
pervise the internal control processes and
the management of risks inherent in the ac-
tivities of the Company and its subsidiaries,
as well as the work carried out by the In-
ternal and External Auditing Units; and (ii)
to evaluate the quality and integrity of the
financial statements.

RESPONSIBILITIES

The Management is responsible for correctly
preparing the financial statements of Duratex
S.A. and its subsidiaries and affiliates, as well
as the implementation and maintenance of in-
ternal control systems and the management

of risks in consistent with the size and struc-
ture of the Company. It also Management’s
responsibility to establish procedures guaran-
teeing the quality of the processes that gener-
ate financial information.

The Internal Auditing Unit has the task of eval-
uating the risks of main processes and con-
trols used in the mitigation of these risks, as
well as verifying the fulfillment of the policies
and procedures determined by the Manage-
ment, including those focused on the prepara-
tion of financial statements.

Ernest & Young Auditores Independentes S/S
is responsible for auditing of the financial state-
ments and must assure that they satisfactorily
represent, in all relevant aspects, the equity and
financial position of Duratex S.A. and its sub-
sidiaries, and that they were prepared in ac-
cordance with the Brazilian current accounting

= CHAPTER

practices, as determined by the CVM - The Bra-
zilian Securities and Exchange Commission.

In fulfilling its duties, the analysis and evalua-
tions carried out by the Committee are based
on information received from the Manage-
ment, the Internal Audit Unit, external auditors
and executives responsible for risk manage-
ment and for internal controls in the various
segments of the Organization.

ACTIVITIES OF THE COMMITTEE

During the course of the year 2014, the Audit
and Risk Management and Committee met
on 11 occasions, with the following objectives:

* To carry out a review of the Indebtdness,
Financial Application, Inventory and Bio-
logical Asset Valuation and Recognition of
Revenues Policies.

* To analyze financial, operational and en-
vironmental risks, and main internal con-
trol risk mitigations, in meetings with the
Management.

* To discuss and analyze main accounting
practices used to prepare quarterly finan-
cial statements and yearly balance.

RETURN TO SUMMARY
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« Knowledge of the Company’s main

contingencies.

* To analyze aspects of the Reference Form,
mainly the ones regarding risks, before it is
filed with the CVM - The Brazilian Securities
Exchange Commission.

* To discuss and approval of the External Au-
ditor’s work planning for the year 2014.

* Knowledge of the Internal Controls Report
prepared by External Auditors, dated of
3112.2013.

* To discuss of points that require attention
or improvement observed during the work
carried out by External Auditors regarding
internal controls and accounting aspects.

* To approve the Work Plan for the Internal
Audit Unit for 2015.

* To analyze the results of the work carried
out by the Internal Audit Unit.

* To monitore the action plans resulting from
the recommendations of the Internal Au-
dit Unit, in meetings with the Company’s
directors.
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* To acquaint itself with and monitor the ac-
tivities of the Ombudsman Department.

e To evaluate the external and internal au-
dits, and conduct the self-evaluation of the
Committee.

In meeting held in February 04, 2015 the fi-
nancial statements of 3112.2014 were dis-
cussed and analyzed.

CONCLUSION

The Audit and Risk Management Committee,
pased on the information received and the ac-
tivities carried out during the period, consider-

ANNUAL SUSTAINABILITY REPORT 2014

iNg appropriately its responsibilities and limita-
tions from its performance scope, understands
that the individual and consolidated financial
statements of 3112.2014 have been prepared
in compliance, respectively, with accounting
practices adopted in Brazil and with the Inter-
national Financial Reporting Standards (IFRS)
issued by the International Accounting Stan-
dards Board (IASB), and recommends its ap-
proval by the Board of Directors.

Sé&o Paulo, February 4, 2015.

Audit and Risk Management Committee
Tereza Cristina Grossi Togni - President

Henri Penchas

Raul Calfat (from May/2014)
Ricardo Egydio Setubal
Rodolfo Villela Marino
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STATEMENTS

NDEPENDENT AUDITOR'S
REPORT ON FINANCIAL

To the Shareholders, Board of Directors
and Officers of
Duratex S.A.

Sédo Paulo - SP

We have audited the accompanying indivi-
dual and consolidated financial statements
of Duratex S.A. (“Company”), identified as
Company and Consolidated, respectively,
which comprise the balance sheet as of De-
cember 31, 2014, and the related statement
of income, statement of comprehensive inco-
me, statement of changes in equity and cash
flows statement for the year then ended, and
a summary of significant accounting practi-
ces and other explanatory information.

MANAGEMENT'S
RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

Management is responsible for the prepa-
ration and fair presentation of the individu-
al and consolidated financial statements in
accordance with the accounting practices
adopted in Brazil, and in accordance with the
International Financial Reporting Standards
(IFRS) issued by the International Accounting
Standards Board (IASB), and for such inter-
nal control as management determines is ne-
cessary to enable the preparation of financial
statements that are free from material miss-
tatement, whether due to fraud or error.
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AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion
on these financial statements based on our
audit. We conducted our audit in accordan-
ce with Brazilian and International Standards
on Auditing. Those standards require that we
comply with ethical requirements and plan
and perform the audit to obtain reasonable
assurance about whether these financial sta-
tements are free from material misstatement.

An audit involves performing procedures to
obtain audit evidence about the amounts and
disclosures in the financial statements. The
procedures selected depend on the auditor’s
judgment, including the assessment of the
risks of material misstatement of the finan-
cial statements, whether due to fraud or er-
ror. In making those risk assessments, the
auditor considers internal control relevant to
the Company's preparation and fair presen-
tation of the Company’s financial statements
in order to design audit procedures that are
appropriate in the circumstances, but not for
the purpose of expressing an opinion on the
effectiveness of the Company's internal con-
trol. An audit also includes evaluating the ap-
propriateness of accounting practices used
and the reasonableness of accounting esti-
mates made by management, as well as eva-
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luating the overall presentation of the finan-
cial statements.

We believe that the audit evidence we have
obtained is sufficient and appropriate to pro-
vide a basis for our opinion.

OPINION

In our opinion, the individual and consolidated
financial statements referred to above present
fairly, in all material respects, the individual
and consolidated financial position of Duratex
S.A. as of December 31, 2014, and its individu-
al and consolidated financial performance and
its individual and consolidated cash flows for
the year then ended in accordance with the
accounting practices adopted in Brazil and
in accordance with the International Finan-
cial Reporting Standards (IFRS) as issued by
the International Accounting Standards Board
(IASB).
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OTHER MATTERS

Statements of value added

We have also audited the individual and con-
solidated statements of value added for the
year ended December 31, 2014, prepared
under the responsibility of the Company’s
management, and which presentation is re-
quired by Brazilian Corporation Law for pu-
blicly-held companies, and as supplementary
information under IFRS, which do not require
the presentation of the statement of value
added. These statements have been subject
to the same audit procedures previously des-
cribed and, in our opinion, are fairly presen-
ted, in all material respects, in relation to the
financial statements as a whole.

ANNUAL SUSTAINABILITY REPORT 2014

Audit of the financial statements for
previous year

The accompanying individual and consolida-
ted financial statements of Duratex S.A. iden-
tified as Company and Consolidated, respec-
tively, which comprise the balance sheet as
of December 31, 2013, and the related state-
ment of income, statement of comprehensive
income, statement of changes in equity, cash
flows statement and statements of value ad-
ded for the year then ended, presented for
comparative purposes, were audited by other
auditors who issued an unqualified audit opi-
nion dated February 17, 2014.

Sao Paulo, February 04, 2015.
ERNST & YOUNG
Auditores Independentes S.S.

CRC - 25P015199/0-6

Drayton Teixeira de Melo
Accountant CRC - 1SP236947/0-3
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MANAGEMENT
REPORT 2014

SCENARIO AND MARKET

The year 2014 was characterised by events
that exercised a negative influence on the
pbusiness environment. Firstly, the World Cup
influenced the rhythm of sales in the retail
chain, due to the large number of holidays.
In order to get through the period in ques-
tion, retail commerce anticipated this by car-
rying out a sharp adjustment in stock levels,
impacting the general level of demand right
from the first quarter of the year. Another
important and disruptive event was the gen-
eral election and its repercussion in the eco-
nomic agents’ expectations.

In parallel with these events, we also saw
the following: high inflation hovering
around the target ceiling, a fall in interna-
tional commodity prices and Brazil GDP
growth of close to zero.

In this scenario, the wood panel segment ex-
perienced a YoY drop in shipment volume

in the domestic market of 2%, according to
data released by the IBA (Brazilian Tree In-
dustry - www.iba.org). The MDF panel seg-
ment has shown better performance, with a
3% increase in shipment volume in the do-
mestic market, while the MDP panel seg-
ment, over the same period, experienced a
retraction of 8%.

The indicator from ABRAMAT, which mea-
sures sales performance of construction
materials, in the domestic market, showed a
drop of 6.6% during the year, compared with
the performance in 2013 with a consumer
more resistant to its income commitment, in
a great uncertain environment linked to the
labour market’s future conditions.

The year 2014 ended with inflation close to
the ceiling of the target range band, with
continuing pressure from items with con-
trolled prices, such as electric power and fuel.

= CHAPTER

STRATEGIC MANAGEMENT

2014 saw the conclusion of the strategic plan-
ning program, known internally within the
Company as Duratex 2020. This plan intro-
duces targets for the next 6 years based on
organic and inorganic growth, as well as in the
diversification of the company's product port-
folio in co-related sectors, as in the case of the
acquisition of Thermosystem (electric show-
ers) and Mipel (industrial valves).

On the organic growth front, of particular note
is the focus on taking up capacity in manu-
facturing plants that have been the subject
of substantial investment, concluded back in
2013. These are the new MDF unit in Itapetin-
inga (SP), de-bottlenecking of the MDP unit in
Taquari (RS) and the new vitreous chinaware
unit in Queimados (RJ). As a result of the de-
terioration in the economic scenario, another
important investment of approximately R$1.3
billion, for the construction of two new panel
plants, in Minas Gerais, is under revision. This
is because the Company believes, for the mo-
ment, that it has sufficient capacity to meet
short-term demand.

Through inorganic way, Duratex made some
important moves in 2014. The first of these
was to increase its equity stake in Tablemac
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from 37.0% to 80.7% (an investment of R$152.1
million) while the second, was the acquisition
of the forestry assets of Caxuana (with invest-
ment of R$ 150 million, paid for in large part
part, with 5,600 hectares of land owned by
Duratex in Sao Paulo, which was subsequently
re-leased by the Company for a period of 39
years, at market value). Finally, in the fourth
guarter, the Company announced a joint ven-
ture with Usina Caeté with the object of cre-
ating eucalyptus forests in the Northeast of
Brazil, in the state of Alagoas. With a planted
area of 13,500 hectares, a total of R$ 12 mil-
lion will be invested per year, paid out by the
two partners over the next six years. This for-
est is being created to support, in the future,
production at a new MDF plant to cater to the
growth in the consumption of wood panels in
the region. This move is in keeping with the
vision of creating sustainable operations to
generate long-term value for the Company’s
shareholders.

Seeking to balance supply with demand and
attain a higher capacity utilisation rates in its
more profitable plants, in December 2014 Du-
ratex ceased activities in Jundiai Il vitreous
chinaware factory, the Company's oldest plant
redirecting its production to the recently inau-
gurated plant in Queimados, which operates
more efficiently at a lower cost.


http://www.iba.org
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A total of R$607.9 million was invested dur-
ing the year, which included the acquisitions
mentioned above. For 2015, this figure is like-
ly to converge towards the amount needed

CONSOLIDATED FINANCIAL
SUMMARY
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only for maintenance of the Company’s
manufacturing plants and forestry of around
R$400 million, of which R$ 177 million refer
to planting and maintenance of forest areas.
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(N R$ '000) 4q14 3G14 aqrs 2014 2013

DESTAQUES

Volume shipped Deca (‘OO0 items) 5.927 6.917 -14,5% 6.486 -8,6% 26.577 27983
Volume shipped Wood (m?) 744.254 763.725 -2,5% 718.526 3,6% 2.787.597 2.668.228
Consolidated net revenue 1.040.033 1.057.291 -1,6% 1.008.148 3,2% 3.984.507 3.872.705
Gross profit @ 273110 329161 -17,0% 348.886 -21,7% 1.217189 1.443.667
Gross margin 26,3% 311% 34,6% 30,5% 37,3%
Ebitda according to CVM No. 527/12@ 302.227 304.324 -0,7% 352.420 -14,2% 1.227.667 1.433.259
Ebitda Margin CVM No. 527/12 29,1% 28,8% 35,0% 30,8% 37,0%
Adjustments for non-cash events (35.408) (66.993) -471% (42.169) -16,0% (230.445) (207.463)
Non-recurring events & 433 - (5.739) (45.081) (25.699)
Recurring adjusted Ebitda ¢ 267.252 237.331 12,6% 304.512 -12,2% 952.141 1.200.097
Recurring adjusted Ebitda margin 25,7% 22,4% 30,2% 23,9% 31,0%
Net income 90.189 83.528 80% 70.289 28,3% 393.560 520.142
Recurring net income 85.716 83.528 2,6% 118.124 -27,4% 359.048 561.638
Recurring net margin 8,2% 7,9% 1,7% 9,0% 14,5%
Current ratio® 1,79 1,95 -7,9% 1,98 -9,7% 1,79 1,98
Net debt © 1.726.754 1.849.946 -6,7% 1.453.998 18,8% 1.726.754 1.453.998
Net debt/Ebitda LTM @ 1,81 1,87 -3,0% 117 55,0% 1,81 117

-5,0%
4,5%
2,9%

-15,7%

-14,3%

-20,7%

-24,3%
-36,1%

-9,7%
18,8%
55,0%
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(N R$000) 4q14 3014 _ ek _ 2014 2013 _

Average net equity
ROE(S)
Recurring ROE

Basic net earning per share (R$) @
Closing share price (R$)
Net equity per share (R$)

Shares held in treasury (shares)

4.605.516 4.552.960 4.371198 4 517.896 4225728
7,.8% 7,3% - 0,4% - 8,7% 12,3% -
7.4% 7.3% - 10,8% - 7.9% 13,3% -
0,1339 01224 94% ONIKY 18,3% 00,6023 00,8809 -31.6%
8,03 9,04 -11.2% 11,95 -32,8% 8,03 11,95 -32,8%
0,95 0,94 0,1% 0,57 58% 0,95 6,57 58%
2.485.759 2.485.759 - 1.405.054 - 2.485.759 1.405.054 -
5.324.530 5.994.240 -11.2% 7.939.735 -32.9% 5.324.530 7.939.735 -32.9%

Market Value (R$1.000)

(1) Gross Profit: diregarded the Non-recurring events described at item (4) below, that affect the Sold Product Cost we would have a recurrent Gross Profit of R$ 304,518,000 and Gross Margin of 29.3% on the quarter, and R$ 1,248,597,000 and of 31.3% respectively for
2014 (2) EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization): Measure of operational performance in accordance with CVM Instruction 527/12. (3) EBITDA adjusted for non-cash events due to variation in the fair value of biological assets and com-
bination of businesses, in addition to extraordinary, non-recurring, events. (4) Events of an extraordinary nature, namely: 4Q14: Reversion/Booking of contingency provision, the principal reversion being of the Plano Verdo (Summer Plan) provision (+) R$ 48,220,000;
write-off of the Thermosystem brand name and other adjustments (-) R$ 27,339,000; Provision for the closure of activities at Loucas Ideal LJII(-) R$ 21,314,000; 1Q14: results from the sale of 5600 hectares given in part payment for the acquisition of the forests of Caxu-
ana S.A. (Material Event notice of March 13) (+) R$ 45,514,000; in 2013: referring to the reversion of surplus reserves in the Company’s closed defined benefit pension plan - Fundaco /tadsa (+) R$ 42,318,000; discontinuation of the operations of Deca Piazza (-) R$
14,362,000; other adjustments (-) R$ 2,257,000 (5) Current liquidity: Current Assets Divided by Current Liabilities. Indicates the amount available in R$ to cover each R$ of short-term obligations (6) Total indebtedness: Total Financial Debt (-) Cash Balance held. (7)
Financial gearing calculated on recurring EBITDA over the last 12 months, adjusted by events of a purely accounting and non-cash nature. (8) ROE (Return on Equity): measure of performance obtained by taking Net Earnings over the period, annualized, and dividing by
Average Net Equity. (9) Net Earnings Per Share is calculated by dividing the profit attributable to the Company's shareholders, by the weighted average numlber of ordinary shares in issue during the period, excluding ordinary shares held in treasury. Note that for peri-
ods prior to April 2014 an adjustment has been made to this indicator to reflect the 10% bonus share issue distributed in that month.

DIVIDENDS/
INTEREST-ON-EQUITY

Shareholders are statutorily guaranteed
with a minimum obligatory dividend of 30
% of adjusted net profit for the period. For
the year as a whole, total gross remunera-
tion to shareholders amounted to R$172.8
million, equivalent to an adjusted net val-
ue of R$146.9 million, or approximately
R$0.221 per share. This figure is equivalent
to 40 % of adjusted net earnings for the

period, and thus 33 % higher than the mini-
mum dividends requirement.

A net distribution was previously paid out
on August 15, 2014, in the form of inter-
est-on-equity, in the sum of R$61.8 million.
Therefore the balance, with a net value of
R$85.0 million, or approximately R$0.128
per share, will be distributed to sharehold-
ers until April 30, 2015 onwards.

VALUE ADDED

Value Added in the gquarter totalled R$ 530.2
million (R$ 2,106.5 million in the year). Of this
total, R$153.6 million, equivalent to 29,0% of
total Value Added, went to Federal, State and
Municipal governments in the form of taxes
and contributions.
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OPERATIONS

Wood Division

HIGHLIGHTS 4Q14 3Q14 % 4Q13 % 2014 2013 %

ANNUAL SUSTAINABILITY REPORT 2014

= CHAPTER

RETURN TO SUMMARY

€ 94 >

SHIPMENTS (IN M%)

STANDARD

COATED

TOTAL

FINANCIAL HIGHLIGHTS (R$1.000)

Net revenue

Domestic market

Export market

Net unit revenue (in R$/m?3 shipped)
Unit cash cost (1) (em R$/m3 expedido)
Gross profit

Gross margin

Sales expenses

General and administrative expenses
Operating profit before financial results
Depreciation, amortization and depletion
Depletion tranche of biological assets
EBITDA according to CVM N2 527/12 @
EBITDA margin according to CVM N2 527/12
Variation in fair value of biological assets
Employee benefits

Others

Extraordinary event @

Recurring adjusted Ebitda

42 tri/14
423.794 429.222 -1,3% 416.449 1.8% 1.580.654 1.543.240 2,4%
320.460 334.503 -4,2% 302.077 6.7% 1.206.943 1124.988 /3%
744.254 763.725 -2,5% 718.526 3,6% 2.787.597 2.668.228 4,5%

FINANCIAL HIGHLIGHTS R$100) |
731.657 706.288 3,6% 675.351 8,3% 2.641.893 2.505.914 5,4%
©636.523 610.709 4,2% 646.140 -1,5% 2.266.749 2.382.404 -4,9%
95134 95.579 -0,5% 29.21 225,7% 375.144 123.510 203,7%
983,07 924,79 6,3% 939,91 4,6% 947,73 939,17 0,9%
(543,48) (561,86) -3,3% (500,82) 8,5% (559,55) (490,40) 14,1%
218.705 214.864 1.8% 226.128 -3,3% 806.231 914.068 -11,8%
29,9% 30,4% - 33,5% - 30,5% 36,5% -
(77.732) (87.308) -11,0% (64.580) 20,4% (303.636) (244.693) 24,1%
(19.175) (19.163) 0,1% (15.402) 24,5% (71.582) (63.273) 13,1%
145.286 107.599 35,0% 84.526 71,9% 496.392 540.039 -8,1%
99.098 90.820 9,1% 133.960 -26,0% 343.997 337.980 1.8%
48.974 43113 13,6% 57.071 -14,2% 180.604 218.088 -17,2%
293.358 241532 21,5% 275.557 6,5% 1.020.993 1.096.107 -6,9%
40,1% 34.2% - 40,8% - 38,6% 43, 7% -
(32.770) (64.608) -49,3% (40.863) -19,8% (221135) (191.519) 15,5%
(3.093) (376) - (1.008) 206,8% (2.502) (7.797) -6/,9%
O O - (192) -100,0% (3.163) (357) /86,0%
(24.151) - - - - (69.665) (15.803) 340,8%
233.344 176.548 32,2% 233.494 -0,1% 724.528 880.631 -17,7%
31,9% 25,0% - 34,6% - 27,4% 35,1% -

Recurring adjusted Ebitda margin

(1) Refers to EBITDA, in accordance with the system outlined under CVM instruction 527/12. Based on this result, and as a way of better expressing the Company’s operational cash generation, two adjustments have been made: the stripping out of events of an account-
ing and non-cash nature from EBITDA and the disregarding of extraordinary items. Thus, in line with the best practices, there follows the calculation of the indicator which best reflects the Company’s cash generation. (2) Extraordinary items, namely: 4Q14: Reversal/book-
ing of contingency provision, the main reversion being of the Plano Verdo (summer plan) provision (+) R$ 24,151,000 1Q14: referring to the real-estate gain from the sale of 5600 hectares of land given in payment for the acquisition of the forests of Caxuana S.A.. 1Q13: (+)
R$18,060,000, referring to the return of the excess in the closed defined benefit pension program of Fundacéo Itatisa and (-) R$2,257,000, referring to other adjustments.



OFINANCIAL STATEMENTS

From the first quarter of 2014 onwards, the
results of Colombian subsidiary Tablemac
began to be consolidated in Duratex’'s fi-
nancial statements. Being a foreign subsid-
lary, and covered by CVM Deliberation 698
of 20/12/2012, CPC 36 R3, which in its items
B92 and B93 deals with the consolidation
of financial statements with different dates,
the information from this subsidiary will
have a time-lag of 1 (one) month from the
usual reported in Brazil. As the transaction
took place at the end of January, only eleven

Deca Division

As a result of the discontinuation of Deca Pi-
azza's operations in Argentina, and the con-
sequent application of, CPC 31 (IFRS), the

HIGHLIGHTS
PRODUCT SHIPPED (IN ‘000 ITEMS)
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months of Tablemac's operations have been
consolidated, namely January to November,
for the year as a whole. In the fourth quarter,
the months of September to November has
pbeen consolidated. With the improvement
in demand in the third and fourth quar-
ters, associated with the recovery in MDF
prices, the Wood Division achieved a recur-
ring EBITDA margin of 31.9% in the fourth
qguarter, well above that reported in previous
quarters, and more in line with the Division's
long-term sustainable margin levels.

figures for 2013, below, are shown net of the
results from the Argentinian operation, which
are consolidated under the heading of “Dis-
continued Operations”.
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The pickup in prices led to an increase of
6.3% in unit net revenue, on a quarterly
comparison, showing an increase of 0.9%
YoY. Additionally, adjusted recurring EBIT-
DA margin widened from 25% to 31.9% in
this quarter, but still showing a drop com-
pared to the previous year, from 351% 2013
to 27.4% in 2014. Thus both revenue and
margin in the fourth quarter are higher
than the results in the previous quarter, de-
spite the drop in volume.
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This quarter, the Wood Division held an
event, entitled "A Meeting of Friends”, a
customer relations initiative which brings
together the Company’'s main clients in
five different furniture centres - Bento
Goncalves, Arapongas, Mirassol, Uba and
Linhares - with attendance by more than
1000 people from this important sales
segment, which represents approximately
45% of all sales in the Wood Segment. This
event was combined with a social initiative
in local communities.

BASIC PRODUCTS

FINISHING PRODUCTS

TOTAL

FINANCIAL HIGHLIGHTS (R$1.000)
NET REVENUE

DOMESTIC MARKET

EXPORT MARKET

2.084 2.380 -12,4% 2142 -2,7% 9.210 9.429 -2,3%
3.843 4537 -15,3% 4.344 -11,.5% 17.367 18.554 -6,4%
5.927 6.917 -14,3% 6.486 -8,6% 26.577 27.983 -5,0%
FINANCIALHIGHLIGHTS R$100O) |
308.376 351.003 -12,1% 332.797 -7,3% 1.342.614 1.366.791 -1,8%
300.612 343132 -12,4% 325472 -/,6% 1.310.995 1.335.962 -1,9%
7.764 7.871 -1,4% 7.325 6,0% 31.619 30.829 2,6%
52,03 50,74 2,5% 51,31 1,4% 50,52 48,84 3,4%

Net unit revenue (in R$ per item shipped)
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Unit cash cost (in R$ per item shipped)
GROSS PROFIT®

Gross margin

Sales expenses

General and administrative expenses
Operating profit before financial results
Depreciation and amortization
Discontinued operations

EBITDA according to CVM 527/12 @
EBITDA margin according to CVM 527/12
Employee benefits

Discontinued operations

Extraordinary event &

Recurring adjusted EBITDA

Recurring adjusted EBITDA margin

(39,49) (31,44)
54.405 14.297
17,6% 32,6%
(57.459) (54.820)
(14.882) (15.986)
(13.300) 41.088
22.169 21.704
8.869 ©62.792
2,9% 17.9%
455 (2.009)
24.584 -
33.908 60.783
11,0% 17,3%

25,6% (29,93) 31,9%
-52,4% 122.758 -55,7%
- 36,9% -

4,8% (50.232) 14,4%
-6,9% (16.892) -11.9%
-132,4% 53.143 -125,0%
2,1% 17.98]1 23,3%

- 5.739 -100,0%
-85,9% 76.863 -88,5%
- 23,1% -
-122,6% (106) -529,2%
- (5.739) -
-44,2% 71.018 -52,3%
= 21,3% -

(32,30) (27,83) 16,1%
410.958 529.599 -22,4%
30,6% 38,7% -
(220.582) (201123) 9,7%
(64.452) (64.625) -0,3%
123.827 281.940 -56,1%
82.847 ©69.574 19,1%

- (14.362) -100,0%
206.674 337152 -38,7%
15,4% 24,7% -
(3.645) (7.790) -532%
- 14.362 -100,0%

24.584 (24.258) -201,3%
227.613 319.466 -28,8%
17,0% 23,4% &

(1) Gross Profit: disregarding the Non-recurring events of (-) R$31,408,000 mainly linked to the closure of operations of Sanitary Ware Jundiai Il, we would have a recurrent Gross Profit of R$ 85,813,000 and Gross Margin of 27.8%, on the quarter, and R$
442 366,000 and 32.9% respectively for 2014 (2) Includes discontinued operations (Deca Piazza, Argentina). (3) 2014: 4Q14: reversal/booking of contingency provisions, the main items being the reversion of the Plano Verdo (summer plan) provision (+) R$
24,06,000; the write-off of the Thermosystem brand name and other adjustments (-) R$ 27,339,000; a provision for the closure of Loucas Jundiaf Ideal: (-) R$ 21,314,000. In 2013: (+) R$24,258,000 referring to the return of the excess in the Private closed defined

benefit pension plan for Duratex employees.

With the aim of adjusting its capacity to the
level of demand and increasing the capacity
utilization rates in its more efficient plants,
at the end of December Deca ceased opera-
tions at its Loucas Jundiai Il unit, transferring
production to its plant in Queimados. This
decision, as part of the Company's long-
term plans, was guided by two main aspects:
the uncertain economic scenario that has

caused demand levels to be unstable, and
the wish to increase the capacity utilization
rate in its more modern plants. This change
will result in better industrial productivity,
lower labour costs.

In this way, the ceasing of operations at
Jundiai Il and the relocation of produc-
tion will reduce nominal vitreous chinaware

production capacity from 12,250,000 to
11,500,000 pieces a year, capacity enough
to supply the projected market for the next
years. The closure costs of this unit were
recognised in the fourth quarter, and are
considered as non-recurring.

Deca's results for the year show a 5.0% drop
in shipment levels compared to the previous

year, with a negative impact on Net Rev-
enue of 1.8%. During the quarter shipment
volumes were down 14.3%, with a 12.1% drop
in net revenue. We attribute this situation to
the more challenging macro-economic sce-
nario, with the significant reduction in activ-
ity in the furniture industry, particularly with
regard to the launching of new units. This
fact is evidenced by the weak performance
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in primary and secondary property sales
in the period, affecting direct sales to con-
struction firms, and the refurbishment
segment.

Net Unit Revenue in the guarter showed an
increase of 2.5% on a quarterly comparison,
and of 3.4% in the year. However, the Cash
Unit Cost showed increase of 25.6%, com-
pared to the third quarter, and 16.1% com-
pared to 2013. This increase in the fourth
qguarter is explained by the costs related to
the readjustment in the metal and sanitary
ware lines in its different locations and small-
er dilution of fixed costs due to decreased
volume of production and sales. For the year
as a whole there was also an increase in pro-
motion and 7 advertising expenses as a re-
sult of the rebranding of the Thermosystem
brand to the Hydra brand. These items con-
tributed to a decline in adjusted recurring
EBITDA margin from 17.3% in the third quar-
ter to 11.0%, and from 23.4% in 2013, to 17.0%
in 2014. With these changes we understand
that Deca starts the year of 2015 prepared to
the markets needs.

Deca is continuing with its policy of con-
stantly carrying out innovations in its product
portfolio. During the quarter seven new lines
were launched, including vitreous chinaware
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and metal bathroom fittings Among the vari-
ous market recognitions received, we cite the
prize for best product of the year awarded by
the magazine Revenda, ranking in first place
in the vitreous chinaware, metal bathroom
fittings and metal bathroom fittings water
economy segments. Deca was also ranked in
first place at the design awards of the Museu
da Casa Brasileira, in addition to the Top of
Mind prize in the category of showers, vitre-
ous chinaware and metal bathroom fittings.

CAPITAL MARKETS AND
CORPORATE GOVERNANCE

At the end of the third quarter 2014, Dura-
tex had a market capitalization equivalent to
R$ 5,324.5 million, taking a closing share
porice of R$ 8.03.

During the final quarter of the year, there
were 1,458,800 trades in the shares of Dura-
tex, on the spot market of da BM&FBovespa,
with 2281 million shares changing hands,
representing a trading volume equivalent to
R$ 4,721.0 million, an average daily trading
volume of R$ 19.0 million. This liquidity level
guaranteed the inclusion of the Company's
shares in the Ilbovespa index, which con-
sists of approximately 60 shares, the main

= CHAPTER

criteria for which include aspects related to
share liquidity.

Duratex's shares are listed on the Novo Mer-
cado section of BM&FBovespa, which brings
together companies with the highest stan-
dards of corporate governance. The Compa-
ny also has a differentiated dividend policy,
with the distribution of 30% of adjusted net
earnings to shareholders, while also adhering
to the Abrasca Code for Self-Regulation and
Good Practices for Listed Companies.

It is important to note that in 2014 Dura-
tex was selected, for the third year running,
to be part of the Dow Jones Sustainability
Emerging Markets Index (DJSI), one of the
most rigorous and demanding indices that
evaluates the economic and socio-environ-
mental performance of listed companies.
The Company was classified in the industri-
al materials group, under the Paper & For-
estry Products segment. In all, 86 compa-
nies were selected for this index, of which
only 17 are Brazilian. Duratex was included
as part of the 2015 Sustainability Yearbook,
and also received the bronze prize in recog-
nition as an Industry Award to companies
that have made significant improvements
in terms of sustainability performance com-
pared to the previous year.

RETURN TO SUMMARY € 97 >

Additionally, the shares of Duratex remained
included in the new 2014/2015 version of the
BM&FBovespa Corporate Sustainability Index
(ISE), which came into force on January 5,
2015 and runs to January 2, 2016. Duratex’s
shares have featured in this index since its
2008/2009 edition.

Duratex’'s 2013 Annual Sustainability Report
was highlighted at the 16th Abrasca Awards,
promoted by the Brazilian Listed Company
Association. Duratex was awarded fourth
place in the journal rankings and received
an honourable mention on the question of
Strategy.
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SOCIAL AND ENVIRONMENTAL
RESPONSABILITY

At the end of the period, the Company had
a total of 11,742 employees, who received re-
muneration of R$104 million in the quarter,
and a total of R$408.9 million for the year as

(R$ ‘000)
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a whole. The fourth quarter saw a 4% drop
in the number of employees, but the consoli-
dated figure for the year as a whole remained
unchanged compared to the previous year.

(o)
, 1 70

= CHAPTER
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EMPLOYEES (QUANTITY) 1.742 12.235 1.733 1.742 1.733

Remuneration
Obligatory legal charges
Differentiated benefits

improved its performance and
transparency with respect to its report-
ing on the management of climate change,
according to an analysis by CDP (Carbon
Disclosure Project), an organisation which
operates a system of global disclosure on
climate data on behalf of 767 institutional
investors. By means of a questionnaire, CDP
aims to gain an understanding of how com-
panies are seeking to minimise the environ-
mental impacts of their businesses in the
face of climate changes. In 2014, Duratex's
scores exceeded the average scores in the
construction materials sector, and the sub-
sector of paper and forestry products, in
which it is classified.

Duratex

104.0387 102.071
54.613 51.997
25.735 23.450

Duratex also received the Sustainable Forestry
Certificate awarded by the Government of the
State of Sado Paulo to companies who carried
out good environmental practices in their for-
estry production, in the business year 2013. This
certificate is part of the Agro-environmental
Forestry Sector Protocol, signed by the Secre-
tary of the Environment, the Secretary of Agri-
culture and Supply and the S&o Paulo Planted
Forest Association - Florestar Sao Paulo. To re-
affirm its commitment to the sustainability of its
operations, Duratex signed its adhesion to this
protocol for the next few years.

The Company also received the Epoca
Green Company Award promoted by Epoca

1,9% 99.055 50%
50% 53.053 2,9%
9,7% 23.936 /,5%

magazine and the consultancy firm PriceWa-
terhouseCoopers (PwC) in the industrial cat-
egory, with recognition for Duratex’s programs
for the reuse of residues. The Company was
also highlighted in the 2014 edition of Guia
EXAME for sustainability in the construction
materials segment, principally for its good
supplier management practices.

Duratex held its third edition of its Meeting
of Suppliers - GFD (Management of Duratex
Suppliers) which brought together represen-
tatives of 68 companies that provide servic-
es to the Company. Introduced in 2012, GFD
has the aim of reflecting Duratex's Mission,
Vision and Values with its suppliers, through

408.928 378.095 82%
215.010 207.687 3,5%
94.057 83.736 12,3%

a process of management, defined by socio-
environmental, economic and quality criteria,
as well as level of service offered. In 2014, 130
companies were analysed by the program. Of
these, 84 responded to questionnaires, and 31
received visits from the company.

In the socio-cultural sphere, Duratex con-
tinues to invest in various projects with the
aim of establishing a closer relationship
with the communities close to its industrial
and forestry units.

In the months of October and November
2014, Duratex sponsored the “Water, Art
and Sustainability” project, which received
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over 5000 visitors. The project involves
the participation of the municipal authori-
ties of Jundiai and Sao Paulo, for the proj-
ect's implementation. Also in October, the
town of Uberaba hosted two shows featur-
ing the singer and composer Milton Nasci-
mento and the theatre group Ponto de Par-
tida, in a spectacle inspired by the works of
Carlos Drummond de Andrade: “Ser Minas
Jao Gerais”. In the same month the town of
Tubardo/SC was host to the cultural proj-
ect Casinha de Livros (little house of books)
with a collection of 500 books for each
school. With a view to stimulating the read-
ing of books, in the towns of Jodao Pessoa
and Queimados we inaugurated "Ler E Pre-
ciso" (the need to read) community librar-
ies. We also took the “Cineco” project to
Tubarao to two municipal schools. Also in
the months of October and November, the
Company held a number of presentations
namely, the cultural project Atitude, Diversdo
e Arte (attitude, entertainment and art) in
Sao Miguel Arcanjo, ltapetininga, Botucatu,
ltatinga, Agudos, Lencois Paulista and Jaca-
rei, in the interior of Sao Paulo.
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INDEPENDENT AUDITORS

The Company's policy for procuring non-
external audit services from its independent
auditors is based on internationally accepted
principles that preserve the independence of
the auditors, and consists of the following 9
porinciples: (a) the auditor should not audit
their own work, (b) the auditor should not
carry out management functions within the
client, and (c) the auditor must not promote
the interests of the client.

In accordance with CVM Instruction No. 387,
dated January 14, 2003, and Circular Letter
CVM/SNC/SEP No. 002/2006 of Decem-
ber 28, 2006, Duratex and its subsidiaries
reported that in the period from January to
December 2014 did not contract other ser-
vices that are not related to external audit, of
Ernst & Young Independent Auditors SS, re-
sponsible for external audit of the Company.

= CHAPTER

ACKNOWLEDGES

We are deeply grateful for all the support re-
ceived from our shareholders, the dedication
and commitment of our employees, the part-
nerships we have with our suppliers and the
confidence placed in us by our clients and
consumers.

The Management
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BALANCE SHEET

In thousands of reais
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PARENT COMPANY

12/31/2014 12/31/2013 12/31/2014 12/31/2013

= CHAPTER

CONSOLIDATED ASSETS

CURRENT - 2.096.453 2.009.732 2.795.554 2.588.905

Cash and equivalents

Clients accounts receivable

Inventory

Ammounts receivable

Accounts receivable from related parties
Recoverable taxes and contributions
Other assets

Assets of discountinued operations

518.497
792.644
588.632

29133
1 119139
9 41.377
7.031

0 N O O

NON-CURRENT ] 5.665.155
6

Partes relacionadas

Linked deposits

Amounts receivable

Pension plans credit

Recoverable taxes and contributions

Deffered income tax and contributions

Investments in subsidiaries and addiliates

Other investments
Fixed assets
Biological assets

Intangible assets

11

26.094

8 24974
30 104.581
9 34.550
10 127.436
12 1.965.995
1.002

13 2.842.395
14 -
15 538.122

511.239 1.081.089 996.843
787.303 864.435 873.956
508.949 650.694 546.948
36.120 40.843 42.377
106.636 53.895 39.406
53.767 96.184 80.572
5718 8.414 6.733
- - 2.070
13.597 - -
25.366 40.066 28.290
35.378 47127 62.691
99.245 113.666 107.927
49.256 35.224 50.544
48.060 139.244 61.530
1.678.474 - 121.446
298 1.514 772
2.856.325 3.715.882 3.456.787
- 1.354.693 1125.616

537872 554137 573.819

TOTAL ASSETS ] 7.761.608 7.353.603 8.797107 8178.327

RETURN TO SUMMARY
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BALANCO PATRIMONIAL

In thousands of reais

PARENT COMPANY CONSOLIDATED (IFRS)
LIABILITIES AND STOCKHOLDERS EQUITY Note 12/31/2014 12/31/2013 12/31/2014 12/31/2013

CURRENT - 1239.778 1.087.568 1.560.728 1305132

Loans and financing 751.867 569.505 1.008.909 710.075
Charge of debentures 18 6.701 6.298 6.701 6.298
Suppliers 143.077 163.225 166.832 180.167
Partes relacionadas 1 26.660 25.774 - -
Staff obligations 136.475 125.970 149.659 138.462
Accounts payable 19 79.692 70.708 113.484 110.822
Taxes and contribution 37.962 47.391 57.758 79.426
Dividends and equity-on-interest payable 57344 78.697 57.385 78.697
Liabilities of discontinued operations 1185
-
Loans and financing 1.432.311 1.397.866 1.675.906 1.625.525
Charge of debentures 18 116.327 108.943 116.327 108.943
Contigency provisions 20 76.150 84.591 87.254 123.808
Deffered income tax and social contribution 10 326.126 279.624 610.706 505.593
Other accounts payable 27.817 30.006 137.286 144.321
SHAREHOLDERS'S EQUITY 22 45430591 | 4365005 | 4808900] 4363005
Equity 1.875.800 1.705.272 1.875.800 1.705.272
Cost of share issued -7.823 -7.823 -7.823 -7.823
Capital reserves 331.616 323.342 331.616 323.342
Re-evaluation reserves 70.207 74.993 70.207 74.993
Profit reserves 1.896.384 1.860.195 1.896.384 1.860.195
Adjusts in equity valuation -27.931 -18.344 -27.931 -18.344
Shares held in treasury 404.846 427.370 404.846 427.370
Patriménio Liquido atribuido aos acionistas da controladora 4.543.099 4.365.005 4.543.099 4.365.005
Participation of non-controlling shareholders 65.801

TOTAL LIABILITIES AND SHAREHOLDER'S EQUITY e 7.761.608 7.353.603 8797107 8178.327
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STATEMENT OF INCOME

In thousands of reais

PARENT COMPANY CONSOLIDATED (IFRS)
CONTINUING OPERATIONS Note 12/31/2014 12/31/2013 12/31/2014 12/31/2013

NET SALES REVENUE _ 3.526.209 3.610.721 3.984.507 3.872.705

Variations in the fair value of biological assets 221135 191.519
Cost of products sold (2.687.670) (2.450.386) (2.988.453) (2.620.557)
(GROSSPROFIT | | 838539]  1160335] 127189 1443667]
Selling expenses (461.886) (420.465) (524.218) (445.816)
General and administrative expenses (107.994) (1M0.259) (136.034) (127.898)
Management expenses (16.804) (14.432) (16.868) (14.433)
Other operating income (expenses), net 27 (16.102) 19.263 79.484 (36.284)
Equity in the results of investees 275.561 111.263 2.743
_
Financial income 63.645 59.432 142.644 102.656
Financial expenses (222.797) (166.339) (317.786) (219.621)
_
Income tax and social contribution - current (89. 848) (73. 331) (155. 797)
Income tax and social contribution - deferred 38.187 (29.030) 21.814 (14.713)

NET INCOME FOR THE YEAR FROM CONTINUING OPERATIONS _ 390.349 519.920 393.560 534.504

DISCONTINUED OPERATIONS

NET INCOME FOR THE YEAR FROM DISCONTINUED OPERATIONS I e Y (14.362)
NET INCOME FOR THE YEAR ] 390.349 519.920 393.560 520,142

Net income attributable to:

Owners of the company 390.349 519.920
From continuing operations - - 390.349 534.282
From discontinued operations - - - (14.362)

Noncontrolling interests
From continuing operations - - 3.21 222
Net income per share (R$):
Basic: 31 0,6023 0,8809 0,6023 0,8809
Diluted: 31 0,5838 0,8553 0,5838 0,8553
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STATEMENT OF COMPREHENSIVE INCOME

In thousands of reais

PARENT COMPANY CONSOLIDATED
12/31/2014 12/31/2013 12/31/2014 12/31/2013

NET INCOME FOR THE YEAR 390.349 519.920 393.560 520.142

Other components of comprehensive income
Participation in the comprehensive income (loss) of subsidiaries (22.524) 3.947 (22.524) 3.947

COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX 367.825 523.867 371.036 524.089

Attributable to:

367.825 523.867 367.825 523.867

Owners of the company
- - 3.211 222

Noncontrolling interests
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STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

In thousands of Reais

_ Capital

COMPREHENSIVE INCOME FOR THE YEAR
Net Income for the year

Participation in the comprehensive income of subsidiaries

ANNUAL SUSTAINABILITY REPORT 2014

Costs on
issue of
shares

Capital
reserves

Revaluation
reserves

Revenue

= CHAPTER

Carrying
value

reserves |adjustments

BALANCES AS AT DECEMBER 31, 2012 | | 1550246 | (7823)| 314.984 83332 | 1665920 | 423423 (oion|  -| 4.019.981 3.624 4.023.605

3.947

Treasury
shares

RETURN TO SUMMARY

Retained
earnings

519.920

Noncontrolling

interests

€ 104 >

Total

Stockholders'

equity

Share options granted

Acquisition of treasury shares

Sales of treasury shares

Capital increase

Capital increase using revenue reserves
Interest on capital - 2012 complement
Realization of revaluation reserve
APPROPRIATION OF NET INCOME FOR THE YEAR
Allocated to the legal reserve

Interest on capital 1st half-year

Interest on capital 2nd half-year
Dividends 2nd half-year

Proposed additional dividend

Appropriation to tax incentives (Article 195 - Law no. 6.404/76)

Appropriation to reserves

1
155.025

8.358

(8.339)

(155.025)

(5.833%)

49.330
8.958
270.849

(14.751)
6.508

215

8.339

(25.996)
(95.184)
(73.817)
(4.340)

(49.330)
(8.958)

(270.849)

519.920 222 520142
3.947 3.947
8.358 8.358

(14.751) - (14.751)
6.723 - 6.723

1 - T

(5.833) - (5.833)

(95.184) (95.184)

(73.817) (73.817)

(4.340) - (4.340)

(3.846) (3.846)

BALANCES AS AT DECEMBER 31, 2013 | 1705272  (7823)| 323342 74.993 | 1860195| 427370 | (18.344) _ 4.365.005 _ 4.365.005

COMPREHENSIVE INCOME FOR THE YEAR
Net Income for the year

Participation in the comprehensive income of subsidiaries

(22.524)

390.349

TOTAL COMPREHENSIVE INCOME FOR THE YEAR -_-—_- (22.524) - 390349 | 367.825 3.211 371036

Share options granted
Acquisition of treasury shares

8.274

(9.753)

390.349 3.211 393.560
(22.524) (22.524)
8.274 8.274
(9.753) (9.753)
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STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

In thousands of Reais

Costs on
issue of Capital | Revaluation Revenue
Note Capital shares reserves reserves reserves

Sales of treasury shares

Capital increase using revenue reserves 170.528 - - - (170.528)
Interest on capital - 2013 complement - - - - (58.800)
Realization of revaluation reserve - - - (4.786) -

Consolidation of Tablemac S.A. after acquisition of the control - - - - -
APPROPRIATION OF NET INCOME FOR THE YEAR

Allocated to the legal reserve - - - - 19.517
Interest on capital 1st half-year 22 d - - - - -
Interest on capital 2nd half-year 22 d = = = =
Complementary interest on capital (exceed minimum mandatory

dividend) 22 d - - - - 43184
Appropriation to tax incentives (Article 195 - Law no. 6.404/76) - - - - 8.473
Appropriation to reserves - 194.343

= CHAPTER

adjustments

RETURN TO SUMMARY

Treasury | Retained
EIES earnings

- 4.786

- (19.517)
- (72.743)
(56.846)

- (43184)
- (8.473)
- (194.343)

Total
137
(58.800)

(72.743)
(56.846)

€ 105 >

Total

Noncontrolling | Stockholders’
interests equity

- 137

- (58.800)

©62.590 ©62.590

(72.743)
(56.846)

BALANCES AS AT DECEMBER 31, 2014 | 1875800 (7.823) 331,616 70207 | 1896.384 | 404846 | (2793  -|4.543.099 65.801 4.608.900
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STATEMENT OF CASH FLOWS

In thousands of Reais

OPERATING ACTIVITIES:
PROFIT BEFORE INCOME TAX AND SOCIAL CONTRIBUTION
ADJUSTMENTS:

Depreciation, amortization and depletion
Variations in the fair value of biological assets
Interest, foreign exchange and monetary variations, net
Equity in the results of investees
Allowance for doubtful accounts
Provisions, disposal of assets
(Increase)/Decrease in Assets

Trade accounts receivable

Inventory

Other assets
Increase (Decrease) in Liabilities

Suppliers

Personnel liabilities

Accounts payable

Taxes and contributions

Other liabilities
Cash provided by operations

Income tax and social contribution paid

Interest paid

CASH PROVIDED BY OPERATING ACTIVITIES
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352.162

294132
200.957
(275.561)
7.448
26.622

23.540
(55.486)
44.750

(25.389)
5.73]
11.878
(12172)
(39.192)
559.420
(1.831)
(177.926)
379.663

638.798

256.084
146.552
(1M.263)
©.548
33.369

(91.098)
(123.181)
(14.921)

(17.481)
24234
465
(43.383)
4.565
709.288
(73.828)
(116.073)
519.387

= CHAPTER

445.077

©607.448
(221135)
251.983
(666)
9.185
(62.389)

(2419)
(37172)
52.538

(27.873)
9.617
(14.243)
(28.960)
(13.919)
945.372
(71.903)
(195.426)
678.043

PARENT COMPANY CONSOLIDATED

12/31/2014 12/31/2013 12/31/2014 12/31/2013

705.014

625.666
(191.519)
177125
(2.743)
©.721
47.931

(125.014)
(132.676)
(20.207)

(31.423)
27.460
11.464
(52.863)
(16.529)
1.028.407
(121.714)
(138.308)
768.385

RETURN TO SUMMARY
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STATEMENT OF CASH FLOWS

In thousands of Reais

PARENT COMPANY CONSOLIDATED
12/31/2014 12/31/2013 12/31/2014 12/31/2013

INVESTMENT ACTIVITIES:

Investments in biological, fixed and intangible assets (234.001) (376.594) (459.645) (567.621)
Acquisition of subsidiary = (56.402) (148.247) (33.855)
Dividends received from subsidiary 42509 31.273 - -
Payment of subscribed capital in investees (153.094) (8) - -
Net cash received on the merger of subsidiary 659 - - -
CASH USED IN INVESTMENT ACTIVITIES (343.927) (401.741) (607.886) (601.476)

FINANCING ACTIVITIES:

Financing 745.046 544804 875.023 577248
Debentures (6.737) (6.320) (6.737) (6.320)
Amortization of financing (541.405) (549.144) (634.762) (571.489)
Interest on capital/Dividends (209.534) (191.427) (209.600) (191.638)
Loans from subsidiaries (6.233) (13.602) = >
Treasury shares and others (9.615) (8.025) (9.615) M.871n)
NET CASH FLOW FROM FINANCING ACTIVITIES (28.478) (223.714) 14.309 (204.070)
Exchange variations on cash and cash equivalents - - (220) 1.927
INCREASE (DECREASE) IN CASH FOR THE YEAR 7.258 (106.068) 84.246 (35.234)

OPENING BALANCE 511.239 617.307 996.843 1.032.077

FINAL BALANCE 518.497 511.239 1.081.089 996.843

RETURN TO SUMMARY
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STATEMENT OF VALUE ADDED
(Required by accounting practices adopted in Brazil and supplementary information under IFRS)

In thousands of Reais
PARENT COMPANY CONSOLIDATED

12/31/2014 12/31/2013 12/31/2014 12/31/2013
REVENUE 4.551.536 4.665.632 5.205.323 4.976.560

Gross sales revenue 4.505124 4.599.471 5.063.836 4.911.231
Other revenue 53.860 72.709 150.672 72.050
Allowance for doubtful accounts -7.448 -6.548 -9.185 -6.721
Inputs acquired from third parties -2.838.015 -2.659.521 -2.634.628 -2.289.842
Cost of sales -2.400.788 -2.283.756 -2136.957 -1.889.520
Materials, energy, outsourced services and others -437227 -375.765 -497.671 -400.322
Gross value added 1.713.521 2.006.111 2.570.695 2.686.718
Depreciation, amortization and depletion -294132 -256.084 -607.448 -625.597
Net value added 1.419.389 1.750.027 1.963.247 2.061.121
Value added received through transfer 339.206 170.695 143.310 94.373
Financial income ©63.645 59.432 142.644 102.656
Equity in the results of investees 275.561 111.263 666 2.743
Discontinued operations - - - (11.026)
Value added to be distributed 1.758.595 1.920.722 2.106.557 2.155.494

DISTRIBUTION OF VALUE ADDED

Personnel compensation 630.891 578.113 731.746 662.731
Direct compensation 518.559 477238 598.481 542.322
Benefits 77267 68197 94.055 83.736
Severance indemnity fund (FGTS) 33.036 30.768 36.966 34.663
Other 2.029 1.910 2244 2.010
Government taxes 515.345 657.989 665.353 752.542
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STATEMENT OF VALUE ADDED

(Required by accounting practices adopted in Brazil and supplementary information under IFRS)
In thousands of Reais

PARENT COMPANY CONSOLIDATED
12/31/2014 12/31/2013 12/31/2014 12/31/2013

Federal 291165 414.433 462.200 504.484
State 221.321 240.848 198.244 243.740
Municipal 2.859 2.708 4,909 4.318
Financing remuneration (interest) 222.010 164.700 315.898 220.079
Stockholders' remuneration 390.349 519.920 393.560 520.142
Interest on capital 172.773 222.671 172.773 222.671
Retained earnings 217576 297.249 217576 297.249
Noncontrolling interests - - 3.211 222
Total value added distributed 1.758.595 1.920.722 2.106.557 2.155.494
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NOTES TO THE FINANCIAL

INFORMATION

(ALL AMOUNTS IN THOUSANDS OF BRAZILIAN REAIS,

UNLESS OTHERWISE INDICATED)

NOTE 1 - OPERATIONS

a) General information

Duratex S.A. (the Company) is a publicly-
traded corporation headquartered in the city
of Sdo Paulo, SP, Brazil. Its controlling share-
holders are Itausa - Investimentos Itau S.A,,
which has significant operations in the finan-
cial and industrial sectors, and Companhia
Ligna de Investimentos, which operates prin-
cipally in the retail market, the distribution of
civil construction and woodworking materi-
als, and in property construction and rental.

The main activities of Duratex and its subsidiar-
ies (collectively the Group) comprise the manu-
facture of wood panels (through its Wood Di-
vision), vitreous chinaware, sanitary ceramics,
metal products and showers (the Deca Divi-
sion). Duratex presently has 15 industrial plants
in Brazil and 4 industrial plants in Colombia,
and maintains branches in the main Brazilian
cities. Duratex also has commercial subsidiar-

ies in the United States and Europe. The Wood
Division operates five industrial plants in Brazil,
and four industrial plants in Colombia, respon-
sible for the production of hardboard, medium
density particle (MDP) panels, medium, high
and super density fiberboard (MDF, HDF and
SDF) panels, Durafloor laminate flooring and
components for the furniture industry.

The Deca Division operates ten industrial
plants in Brazil, responsible for the produc-
tion of sanitary ceramic, metal products and
showers under the trademarks Deca, Hydra,
Belize, Elizabeth and Thermosystem.

b) Approval of financial statements

The financial statements of Duratex S.A. and
subsidiaries (Parent company and Consoli-
dated) was approved by the Board of Direc-
tors of Duratex S.A. on February 4, 2015.
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NOTE 2 - SUMMARY OF
SIGNIFICANT ACCOUNTING
POLICIES

The main accounting policies applied in the
preparation of these financial statements are
as set out below. These policies were consis-
tently applied to the exercises presented.

2.1 - BASIS OF PREPARATION

The financial statements were prepared on
the basis of historical costs, with financial
assets held for trading and financial liabilities
(including derivative instruments) measured
at fair value.

The preparation of financial statements re-
quires the use of certain critical accounting es-
timates and the use of judgment by the Com-
pany's management in the process of applying
the Group's accounting policies. The areas re-
quiring the highest level of judgment and hav-
iINng the greatest complexity, as well as the areas
where assumptions and estimates are signifi-
cant to the financial statements, are disclosed
in Note 3.

The non-financial data included in these finan-
cial statements, such as number of planted
area and number of units, and others, have not
been audited by the independent auditors.
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For better presentation and comparability
some balances of the prior year have been
reclassified.

(a) Consolidated financial statements

The consolidated financial statements were
prepared and are being presented according
to the accounting practices adopted in Brazil,
including the pronouncements issued by the
Brazilian Accounting Pronouncements Com-
mittee (CPCs), as well as by International Fi-
nancial Reporting Standards (IFRS) issued by
the International Accounting Standards Board
(IASB).

The presentation of individual and consolidat-
ed Statements of Value Added Statement is
required by the Brazilian corporate legislation
and Brazilian accounting practices for listed
companies. As result, the IFRS does not require
the disclosure of that statement. It is consid-
ered supplementary information, without preju-
dice to the financial statements.

(b) Individual financial statements

The individual financial statements of the
Parent Company were prepared in accor-
dance with the accounting practices adopt-
ed in Brazil, comprising the requirements
of Brazilian corporate legislation, in accor-
dance with the law 6.404/76 with altera-
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tions in the law 11.638/07 and law 11.941/09,
and the accounting pronouncements, inter-
pretations issued by the Brazilian Account-
INg Pronouncements Committee (“CPC"),
approved by the Brazilian Securities and
Exchange Commission ("CVM"). Until De-
cember 31, 2013, these practices were dif-
ferent from IFRS, applicable to the separate
financial statements only in respect of the
valuation of investments in subsidiaries and
associates based on the equity method of
accounting, where IFRS requires valuation
at cost or fair value.

With the issuance the pronouncement |AS 27
(Separate Financial Statements) reviewed by
the IASB in 2014, the separate financial state-
ments in accordance with IFRS have allowed
the use of the equity method for valuation of in-
vestments in subsidiaries, associates and jointly
controlled subsidiaries. In December 2014, the
CVM issued the resolution no. 733/2014, which
approved the Standards Review Technical Doc-
ument No. O7 regarding the CPC Pronounce-
ments 18, CPC 35 and CPC 37 issued by the Ac-
counting Pronouncements Committee, receiv-
iNng the said revision of IAS 27, and allowing its
adoption from the years ended December 37,
2014. Therefore, the individual financial state-
ments of the parent began to be in accordance
with IFRS from that statement.
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2.2 - CONSOLIDATION

2.2.1 - Consolidated financial statements
The following accounting policies were ap-
plied to the preparation of the financial
statements:

(a) Subsidiaries

Subsidiaries are all entities (including spe-
cific-purpose  entities) financial
and operating policies can be controlled by
the Company and in which the Company has a
shareholding exceeding half of the voting rights.

whose

The consolidated financial information includes
the following companies: Duratex S.A. and its
direct subsidiaries: Duratex Florestal Ltda., Es-
trela do Sul Participacdes Ltda., Duratex Em-
preendimentos Ltda., Duratex Comercial Ex-
portadora S.A., Bale Comércio de Produtos
para Construcao S.A., Pescara Administracao
e Participacdes S.A., Trento Administracao e
Participacdes S.A., and its indirect subsidiaries:
Duratex North America Inc., Duratex Europe
NV, Duratex Belgium NV, Tablemac S.A. and
Tablemac MDF S.A.S.

The business combination is accounted for
based on the acquisition method. The amount
transferred for the acquisition of a subsidiary
represents the fair value of the assets trans-
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ferred, liabilities incurred and equity instru-
ments issued by the Company. The consid-
eration transferred includes the fair value of
assets and liabilities resulting from a contin-
gent consideration agreement, if applicable.
Acquisition-related costs are recognized in the
income statement as incurred. The identifiable
assets acquired and the liabilities and contin-
gent liabilities assumed in a business combi-
nation are initially measured at their fair value
on the acquisition date. The group recognizes
non-controlling interests in acquirees either at
their fair value or at the non-controlling inter-
est’'s proportionate share of the acquiree's net
assets. The measurement of the non-control-
ling interest is determined for each acquisition.

The excess of the consideration transferred
the amount of any non-controlling interest in
the acquiree and the acquisition date fair value
of any previous equity interest in the acquiree
over the fair value of the group’s share of the
identifiable net assets acquired is recorded as
goodwill. If the acquisition cost is less than the
fair value of the net assets of the acquired sub-
sidiary, the difference is recognized directly in
the statement of income as gain.

Intercompany transactions, as well as the bal-
ances and unrealized gains and losses in rela-
tion to those transactions, were eliminated.
The subsidiaries’ accounting policies were
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adjusted to ensure consistency with the ac-
counting policies of the Company.

(b) Transactions with and participation in
non-controlling entities

These are recorded in a manner identical to
transactions with the Group’s shareholders.
For acquisitions of non-controlling owner-
ship interests, the difference between any
consideration paid and the acquired por-
tion of the controlling shareholder's net as-
sets are recorded in stockholders’ equity, as
along with the gains or losses on sales to
non-controlling shareholders.

2.2.2 - New accounting standards,
amendments and interpretations

Were issued by the International Account-
ing Standards Board (IASB) but were not
effective until the date of issue of this finan-
cial statements and not early adopted by
the Company.

IFRS 9 - Financial Instruments - in July 2014,
the IASB issued the final version of IFRS 9 - Fi-
nancial Instruments, which reflects all stages of
the financial instruments project and replaces
IAS 39 - Financial Instruments: Recognition and
Measurement and all versions previous IFRS 9.
This standard introduces new requirements on
classification and measurement, loss on impair-
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ment and hedge accounting. IFRS 9 is effec-
tive for annual periods beginning on January T,
2018 or after that date, early application is not
allowed. Retrospective application is required,
it is not mandatory, however, the presentation
of comparative information. Early adoption
of earlier versions of IFRS 9 (2009, 2010 and
2013) is allowed if the initial application date
is earlier than February 1, 2015. The adoption
of IFRS 9 will have an effect on the classifica-
tion and measurement of financial assets of the
Group not causing, however, no impact on the
classification and measurement of financial li-
abilities of the Group.

IFRS 15 - Revenue from Contracts with Cus-
tomers, issued in May 2014, establishes a new
model with five steps that will be applied to
revenues originated from contracts with cus-
tomers. According to the IFRS 15, revenues
are recognized in an amount that reflects the
consideration to which an entity expects to
be entitled in exchange for the transfer of
goods or services to a customer. The prin-
ciples in IFRS 15 include a more structured
approach to measure and recognize revenue.

The standard of the new revenue is appli-
cable to all entities and will replace all cur-
rent revenue recognition requirements under
IFRS. A full or amended retrospective appli-
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cation is required for annual periods begin-
ning as of January 1, 2017 or after that date,
with earlier application permitted, under dis-
cussion in Brazil. Management is evaluating
the impacts of this adoption.

There are no other standards and interpreta-
tions issued and not yet adopted that, in man-
agement’s opinion, have a significant impact on
the results or equity disclosed by the Company.

2.3 - PRESENTATION OF SEGMENTED
INFORMATION

Segmented information is presented consis-
tently with the segmented information provid-
ed to the main operating decision maker. The
main operating decision maker, responsible
for allocating funds and evaluating the per-
formance of operating segments, is the Com-
pany's Board of Directors, which is in charge
of the Group's strategic decision making, with
the support of the Supervisory Board.

2.4 - FOREIGN CURRENCY
TRANSLATION

(a) Functional currency and presentation
currency

The items included in the financial state-
ments of each of the companies are mea-
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sured using the main currency of the eco-
nomic environment in which the respective
company operates (the functional currency).
The individual and consolidated financial
statements are being presented in Brazil-
lan Reais, which is the Company’s functional
and presentation currency.

(b) Transactions and balances

Transactions in foreign currencies are con-
verted into the functional currency using
the exchange rates prevailing on the trans-
action dates, or on the valuation dates in
the event that the items are remeasured.
Exchange gains and losses arising from the
settlement of those transactions and from
the conversion at period-end exchange
rates of monetary assets and liabilities in
foreign currencies are recognized in the
statement of income as financial income or
expenses, except when they are recorded in
stockholders' equity and considered to be a
hedge of net investments.

(c) Companies of the group with different
functional currencies

The net income and financial position of the
subsidiaries located abroad (none of which
have the currency of a hyperinflationary
economy), whose functional currency differs
from the presentation currency (Brazilian
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Reais), are converted into the presentation
currency as follow:

* Assets and liabilities are translated at the
exchange rate on the balance sheet date

* Income and expenses are translated at
the average exchange rate for the month
in which they are recorded

* All resulting exchange-related differences
are recognized in stockholders' equity as
“accumulated conversion adjustments”
and are recognized in the statement of
income when the investments in the sub-
sidiaries are realized.

« Goodwill and fair value adjustments re-
sulting from the acquisition of a foreign
entity are recognized as assets and liabil-
ities of the foreign entity and translated
at the closing exchange rate.

2.5 - CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash, bank
deposits and other short-term highly liquid
investments with original maturities of three
months or less, and subject to an insignificant
risk of changes in value.
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2.6 - FINANCIAL ASSETS

2.6.1 - Classification

The classification of financial assets is deter-
mined by management when they are initially
recognized, and depends on the purpose for
which they were acquired. The financial as-
sets are classified into two categories:

(a) Financial assets measured at fair value
through profit or loss

These are financial assets maintained for trad-
iNg, acquired mostly for short-term sale, includ-
ing derivatives not designated as hedge instru-
ments, which are classified as current assets.

Derivatives are also categorized as held for
trading, unless they have been designated as
hedging instruments.

(b) Loans and receivables

Loans and receivables represent non-derivative
financial assets with fixed or determinable pay-
ments which are not quoted in an active mar-
ket. They are included in current assets, except
for those maturing at least 12 months after the
palance sheet date, which are classified as non-
current assets. Loans and receivables represent
trade accounts receivable, other accounts re-
ceivable and cash and cash equivalents, except
for short-term investments.
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2.6.2 - Recognition and measurement
Purchases and sales of financial assets are
recognized on the trading date, which is the
date when the Company and its subsidiaries
commit to buy or sell the asset.

Loans and receivables are recorded at am-
ortized cost using the effective interest rate
method.

Financial assets classified at fair value
through profit or loss are initially recognized
at their fair value, and transaction costs are
charged to the results. Financial assets are
written off when the rights to receive cash
flow from the investments have been real-
ized or transferred, and, in the latter case,
as long as the Company and its subsidiaries
have transferred virtually all of the risks and
benefits of ownership. Financial assets mea-
sured at fair value through profit or loss are
subsequently recorded at fair value.

Gains or losses resulting from fluctuations in
the fair values of financial assets measured at
fair value through profit or loss are presented
in the statement of income in "Other net gains
(losses)" in the year in which they occur. Divi-
dends from financial assets measured at fair
value through profit or loss (e.g. shares) are
recognized in the income statement as part of
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other operating income net when the Compa-
ny establishes the right to receive dividends.

The fair values of publicly guoted assets and li-
abilities are based on their current purchase
prices. If the market for a financial asset (for se-
curities not listed in a stock exchange) is not ac-
tive, the Company establishes fair value by using
valuation technigues. These technigues include
the use of transactions with third parties, refer-
ence to other substantially similar instruments,
analysis of discounted cash flow models and
option pricing models making the maximum use
of information generated by the market and the
least possible use of information generated by
the management of the Company.

2.6.3 - Offsetting of financial
instruments

Financial assets and liabilities can be report-
ed at their net amounts in the balance sheet
only when there is a legal right to offset the
amounts recognized and there is an intent to
settle them on a net basis, or to realize the
asset and settle the liability simultaneously.

2.6.4 - Impairment of financial assets

At the end of each reporting year, the Com-
pany evaluates whether there is objective
evidence that a financial asset or group of
financial assets has been impaired. An asset
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or group of financial assets is deemed to be
impaired, and impairment losses are incurred,
only if there is objective evidence of impair-
ment as a result of one or more events oc-
curring after the initial recognition of the as-
sets (a loss event) which will have an impact
on the estimated future cash flow from the
financial asset or group of financial assets
which can be reliably estimated.

The criteria used by the Company to deter-
mine whether there is objective evidence of
an impairment loss include:

* Financial difficulties of the issuer or debtor

« A breach of contract, such as a default
or delay in the payment of interest or
principal

» The disappearance of an active market
for that financial asset due to financial
difficulties

* Observable data indicating a measurable
reduction in the estimated future cash flow
from a financial asset portfolio since the
initial recognition of those assets, even if
the decrease cannot yet be allocated to
the individual financial assets in the port-
folio, including:
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a) Adverse changes in the payment situation
of the portfolio’s borrowers

) National or local economic conditions cor-
relating with adverse changes in the payment
situation of the portfolio’s borrowers

c) National or local economic conditions
correlating with defaults on the portfolio’s
assets.

The Company and its subsidiaries first eval-
uate whether there is objective evidence of
Impairment.

The loss amount is measured as the differ-
ence between the book value of the assets
and the present value of estimated future
cash flow (excluding future credit losses not
yet incurred) discounted based on the inter-
est rates originally contracted for the finan-
cial assets. The book value of the assets is
reduced and the amount of the loss is rec-
ognized in the consolidated statement of
income. If a loan or investment maintained
through maturity has a variable interest rate,
the discount rate utilized to measure the im-
pairment loss is the current effective interest
rate determined in accordance with the con-
tract. For practical purposes, the Company
and its subsidiaries can measure the impair-
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ment based on the fair value of the instru-
ment, obtained by utilizing an observable
market price.

If, in @ subsequent period, the value of the im-
pairment loss decreases and the decrease can
pe objectively related to an event occurring
after the impairment has been recognized,
such as an improvement in the debtor's cred-
it classification, the reversal of the previously
recognized impairment loss is recognized in
the consolidated statement of income.

2.7 - DERIVATIVE FINANCIAL INSTRU-
MENTS AND HEDGING ACTIVITIES

Derivatives are initially recognized at fair value
on the date when the derivative agreement is
entered into, and are subsequently remeasured
at fair value through the results.

Derivatives are contracted as a form of finan-
cial risk management, and the Company’s
policy is not to enter into leveraged derivative
transactions.

Although the Company does not have a hedge
accounting policy, it has designated certain
debts at fair value through profit or loss, be-
cause of the existence of derivative financial
assets directly related to loans, as a means of
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avoiding the recognition of gains and losses in
different periods.

Hedges of net investments in foreign opera-
tions are recorded as cash flow hedges. Any
gain or loss on the hedging instruments is rec-
ognized in stockholders' equity in “accumulat-
ed conversion adjustments”, and the gains or
losses related to the non-effective portion is re-
ported in the statement of income immediately
in “other operating income (loss), net”.

Gains and losses accumulated in equity are in-
cluded in the statement of income when the
foreign operation is partially or totally trans-
ferred or sold.

2.8 - TRADE ACCOUNTS RECEIVABLE

Trade accounts receivable are recorded
and maintained at the nominal value of the
amounts obtained on sales of products, plus
exchange variations, where applicable. Trade
accounts receivable mainly relate to short-
term operations, and are therefore not dis-
counted to their present value, as no signifi-
cant adjustments would arise from this. The
provision for doubtful receivables (allowance
for doubtful accounts or impairment) is made
based on the analysis of the risk of realization
of the credit receivables, at an amount con-
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sidered sufficient by management to cover
potential losses on the realization of these
assets.

Recoveries of written-off items are credited
to "other operating income (losses), net”, in
the statement of income.

2.9 - INVENTORY

Inventory is stated at the average purchase
or production cost, not exceeding the re-
placement cost or realizable amount, which-
ever is less. Imports in transit are stated at
the cost of each import.

The cost of finished goods and work in prog-
ress comprises the cost of raw materials, di-
rect labor, other direct costs and related di-
rect production costs (based on normal ca-
pacity). The net realizable value is the esti-
mated selling price in the normal course of
business, less the estimated costs of comple-
tion and the estimated costs necessary to
make the sale.

2.10 - INTANGIBLE ASSETS

The account group that comprise the intan-
gible assets are as follows:
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Goodwill for future profitability

Goodwill is the positive difference between
the amount paid or payable for the acquisi-
tion of a business and the net fair value of the
assets and liabilities of the acquired subsid-
lary or business combination. Goodwill is not
amortized, but it is tested annually to identify
whether there is any need to record impair-
ment losses.

Goodwill is allocated to Cash Generating Units
for impairment. The allocation is made to the
Cash Generating Unit or group of Cash Gen-
erating Units that is expected to benefit from
the business combination on which the good-
will arose, and are identified for each operat-
INg segment.

Trademarks and patents

Separately acquired trademarks and licenses
are initially stated at historical cost. Trade-
marks and licenses acquired during a business
combination are recognized at their fair value
on the acquisition date. Since they have a de-
fined useful life, trademarks and licenses are
subsequently recorded at cost less accumu-
lated amortization.

Contractual relationships with customers -
customer portfolio
Only customer relationships acquired during
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a business combination are recognized at fair
value on the acquisition date. Customer re-
lationships have finite useful lives and are re-
corded at cost less accumulated amortization.
Amortization is calculated using the straight
line method over the expected useful life of
the customer relationship.

Softwares

Acquired software licenses are recorded as
capital expenditure at the amount of the costs
incurred to acquire the software and prepare
it for use. The cost is amortized over the esti-
mated useful life of the software.

2.11 - PROPERTY, PLANT AND
EQUIPMENT

ltems of property, plant and equipment are
stated at their cost of acquisition, formation
or construction, including financing costs re-
lated to the acquisition of assets that require
some time to get done, less accumulated de-
preciation calculated using the straight line
method, and taking into consideration the
estimated economically useful lives of the as-
sets, which are reviewed at the end of each
year.

Subsequently incurred costs are added to
an asset’s book value, or are recognized as a
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separate asset, as applicable, only when it is
likely that the future economic benefits asso-
ciated with the asset will be realized, and the
cost of the asset can be reliably measured.
The book values of replaced items and parts
are written off. All other maintenance and re-
pair costs are recorded in the results for the
year in which the costs are incurred.

The book value of property, plant and equip-
ment is reduced to its recoverable amount if
the book value exceeds the estimated recov-
erable amount.

Gains and losses on disposals are determined
by comparing the results with the book value
and are recognized in “other operating in-
come (losses), net”.

2.12 - IMPAIRMENT OF NON-FINANCIAL
ASSETS

Assets which have an indeterminate use-
ful life, such as Goodwill, are not subject to
amortization and are tested annually for im-
pairment. The assets subject to depreciation
or amortization are tested whenever there is
objective evidence that the book value may
not be recoverable. For this purpose, the
companies take into consideration the effects
arising from obsolescence, demand, competi-

RETURN TO SUMMARY € 115 >

tion and other economic factors. For impair-
ment testing purposes, assets are grouped at
the lowest level for which there is separately
identifiable cash flow (Cash Generating Unit
level).

2.13 - BIOLOGICAL ASSETS

Forest reserves are recognized at their fair
value, less the estimated selling costs at har-
vest time, as described in Note 14. For imma-
ture plantations (up to one year old), the cost
is considered to approximate the fair value.
Gains or losses on the recognition of biologi-
cal assets at their fair value, less selling costs,
are recognized in the results. The depletion
appropriated to the results is made up of the
formation costs portion and the fair value ad-
justments portion.

The formation costs of these assets are rec-
ognized in the results as incurred. The effect
of the variation in the fair value of a biological
asset is presented in a separate account in
the statement of income.

2.14 - LOANS AND FINANCING

Borrowing is initially recognized at its fair
value when funds are received, net of trans-
action costs, and subseguently stated at
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amortized cost, that is, with the addition of
charges and interest proportional to the pe-
riod elapsed (calculated on a pro rata basis),
using the effective interest rate method, ex-
cept for borrowing hedged by derivative in-
struments, which is stated at fair value.

Borrowing costs that are directly attributable
to the acquisition, construction or production
of a qualifying asset, i.e. an asset that requires
a substantial period of time to prepare for its
intended use or sale, are capitalized as part
of the cost of the asset when it is probable
that these costs will result in future economic
benefits to the entity which can be reliably
measured. Other borrowing costs are recog-
nized as expenses in the year in which they
are incurred.

2.15 - ACCOUNTS PAYABLE TO
SUPPLIERS AND PROVISIONS

Suppliers

Accounts payable to suppliers are obliga-
tions to pay for goods or services that were
purchased in the ordinary course of business,
and are classified as current liabilities if pay-
ment is due within one year. Otherwise, the
accounts payable are presented as non-cur-
rent liabilities. Accounts payable are initially
recognized at their nominal value, which is
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equivalent to the fair value, and subsequently
measured at amortized cost using the effec-
tive interest rate method.

Provisions

Provisions are recognized when there is a
present legal or constructive obligation result-
ing from past events, and it is likely that a dis-
pbursement of funds will be required to settle
the obligation, and the amount can be reliably
estimated. Provisions are not recognized for
future operating losses. Provisions are mea-
sured at the present value of the amount ex-
pected to be required to settle the obliga-
tion, and reflecting the risks specific to the
obligation.

2.16 - CURRENT AND DEFERRED
INCOME TAX AND SOCIAL
CONTRIBUTIONS ON NET INCOME

The income tax and social contributions are
calculated based on the net income for the
year before taxation, adjusted for inclusions
and exclusions in accordance with the tax
legislation. Deferred income tax and social
contributions are recognized on temporary
differences arising between the tax bases
of assets and liabilities and their carrying
amounts in the financial statements.
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In practice, tax adjustments to the account-
iINg net income, such as the inclusion of ex-
penses and exclusion of revenue, are tempo-
rary differences and generate deferred tax
assets or liabilities.

These taxes are recognized in the statement
of income, except for the proportion related
to items directly recognized in equity. In this
case, the tax is also recorded in equity.

Income tax and social contributions are pre-
sented in liabilities on a net basis when there
are amounts payable, or in assets when the
amount paid in advance exceeds the total
owed at the reporting date.

Deferred taxes and contributions are recog-
nized only if their offsetting against future
taxable income is probable.

2.17 - EMPLOYEE BENEFITS

a) Pension plans

The Company and its subsidiaries offer all of
their employees a defined contribution plan
managed by Fundacao Itausa Industrial. The
regulations of the plan establish that the
sponsoring companies will make a contribu-
tion ranging from 50% to 100% of the amount
contributed by the employees. The Company
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previously offered a defined benefit plan to
its employees, but this plan is being phased
out, with enrollment not permitted for new
participants.

In relation to the defined contribution plan,
the Company and its subsidiaries have no
further payment obligations after the contri-
butions are made. The contributions are rec-
ognized as employee benefit expenses when
they fall due. Contributions made in advance
are recognized as an asset to the extent that
these contributions lead to an effective re-
duction in future payments.

(b) Share-based compensation

The Company offers its executives a compen-
sation plan based on stock options, accord-
iINng to which it receives their services as con-
sideration for the stock options granted. The
fair value of the employee services, received in
exchange for the stock options granted, is rec-
ognized as an expense, with a corresponding
entry to stockholders’ equity during the year in
which the executives render the services and
acquire the right to exercise the stock options.

The fair value of the options granted is calculat-
ed at the grant date of the options, and at each
financial statement date the Company revises
its estimates of the quantity of shares it expects
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to issue, based on the vesting conditions.

(c) Profit sharing

The Company and its subsidiaries compen-
sate their employees through profit sharing
If established performance targets are met
in the year. This remuneration is recognized
as a liability and an expense in the operating
results (under cost of goods sold, selling ex-
penses and administrative expenses) when
the employee fulfils the established perfor-
mance conditions.

2.18 - CAPITAL

The common shares are classified in equity.
Incremental costs directly attributable to the
issue of new shares or options are presented
in equity as a deduction from the funds ob-
tained, net of taxes.

The amount paid for the acquisition of trea-
sury shares, including any directly attribut-
able costs, is deducted from the equity at-
tributable to the shareholders until the shares
are cancelled, sold or utilized in the stock op-
tion plan.

2.19 - REVENUE RECOGNITION

Revenue represents the fair value of the con-
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sideration received or receivable for the sale of
products in the normal course of the activities
of the Company and its subsidiaries. Revenue
is stated net of taxes, returns, discounts or re-
bates granted, as well as the elimination of in-
tercompany sales, and is recognized when its
amount can be reliably measured, and when it
is probable that future economic benefits will
be obtained by the Company and specific cri-
teria, detailed below, for each of the relevant
activities have been met.

(a) Sales of goods

Sales revenue is recognized on the delivery of
the products, as well as upon the transfer of
the risks and benefits to the buyer.

(b) Financial income

Financial income is recognized in accordance
with the elapsed period, using the effective
interest rate method. When an impairment
loss is identified on a financial instrument,
the Company and its subsidiaries reduce the
book value to its recoverable value, which
corresponds to the estimated future cash
flow, discounted at the original effective con-
tractual interest rate of the instrument.

2.20 - LEASES

The Company has lease contracts on land
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utilized for forestry activities. In these con-
tracts, the risks and rights of ownership are
retained by the lessor, and the leases are
therefore classified as operating leases. The
costs incurred in operating lease agreements
are recorded as part of the cost of formation
of biological assets, using the straight line
method, over the contractual period.

2.21 - DISTRIBUTION OF DIVIDENDS
AND INTEREST ON CAPITAL

The distribution of dividends to Company
shareholders is recognized as a liability in the
financial statements at the end of each year,
or on interim dates, as determined by the Su-
pervisory Board. The balance is calculated
based on the minimum dividend established
in the Company’s bylaws, net of the amounts
approved and paid during the year.

The portion of dividends exceeding manda-
tory minimum declared by management after
the accounting period to which they refer to
the financial statements, but before the date
of authorization for issuance of these state-
ments is recorded under “interest on capital
complementary (exceeding the mandatory
minimum dividend)” in the equity, and its ef-
fects are disclosed in note 22 (d).

RETURN TO SUMMARY €« N7 >

As provided in the bylaws, the Company
may pay interest on capital, attributing the
amounts as dividends, for purposes of cal-
culating taxes.The tax benefit of the interest
on capital is recognized in the statement of
Income.

NOTE 3 - CRITICAL ACCOUNTING
JUDGMENTS AND ESTIMATES

During the preparation of the financial state-
ments, accounting judgments, estimates
and assumptions are utilized to record the
amounts of certain assets, liabilities and oth-
er transactions. The estimates and account-
iNng judgments adopted by management were
based on the information available on the date
when the financial information was prepared,
based on experience of past events and fore-
casts of future events. The financial state-
ments includes several estimates, including
the useful lives of property, plant and equip-
ment items, the realization of deferred tax
credits, the allowance for doubtful accounts,
inventory losses, the evaluation of the fair val-
ue of biological assets, and provision for con-
tingencies and impairment losses, and others.

The following are the main estimates and as-
sumptions that entail a substantial risk of re-
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quiring adjustments to the book values of as-
sets and liabilities:

a) Risk of variations in the fair value of
biological assets

The Company used several estimates to val-
ue its forestry reserves in accordance with
the methodology established by CPC 29/
IAS 41. These estimates were based on mar-
ket references, and are subject to changes
which could impact the Company’s financial
statements. Specifically, a 5% reduction in
standing wood prices would result in a re-
duction in the fair value of biological assets
by about R$ 44,333, net of tax effects. If the
discount rate used were increased by 0.5%,
this would result in a reduction in the fair
value of biological assets of about R$ 9,642,
net of tax effects.

b) Estimated impairment of goodwill
The Company and its subsidiaries test the
goodwill on an annual basis or if there is
an indication that the goodwill may be im-
paired, in compliance with the accounting
policy presented in Notes 2.10 and 2.12. The
balance could be impacted by changes in
the economic or market scenario.

c) Pension plan benefits
The current value of assets related to pen-
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sion plans depends on a number of factors
that are determined using actuarial calcula-
tions. These calculations involve a series of
assumptions, including the discount rate and
current market conditions. Any changes in
these assumptions will affect the correspond-
ing book values.

NOTE 4 - FINANCIAL
RISK MANAGEMENT

4.1 FINANCIAL RISK FACTORS

The Company and its subsidiaries are ex-
posed to market risk in relation to fluctua-
tions in interest, and also to exchange rates
and credit risk.

Conseqguently, risk management is based on
the policies approved by the Board of Di-
rectors, and is monitored by the Audit and
Risk Committee. The Company and its sub-
sidiaries have procedures to manage these
situations and can use hedging instruments
to reduce the impact of the risks in this re-
gard. These procedures include monitoring
the level of exposure to each market risk,
in addition to establishing decision-making
levels. All hedging transactions entered into
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by the Group are intended to protect its
debts and investments. The Group does not
utilize leveraged financial derivatives.

(a) Market risk

) Exchange rate risk: Exchange rate risk
arises from the risk that there will be a re-
duction in the value of the Group’s assets or
an increase in its liabilities due to changes in
exchange rates. The Group has an exchange
rate risk policy establishing the maximum
amount in foreign currency to which it is ex-
posed in relation to exchange rate variations.

In line with the risk management procedures,
the objective of which is to minimize the for-
eign exchange exposure of the Company
and its subsidiaries, hedging mechanisms are
maintained, in order to mitigate, in large part,
the foreign exchange exposure.

(1) Derivatives: In terms of derivative instru-
ments, no verifications, monthly settlements
or margin calls are made, and the contracts
are settled upon maturity and recorded at
fair value, considering the market conditions
for terms and interest rates.

The outstanding contracts as at December
31, 2014 were as follow:
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a - US$ vs. Interbank deposit certificate
(CDI) swap agreements

The Company had seven agreements of this
nature, with an aggregate notional amount of
US$ 306,300,000, and varying maturities up
to June 18, 2018, being an asset (purchase)
position in US Dollars and a liability (sale) po-
sition in CDI.

The Company made these agreements in or-
der to convert its debts denominated in US
Dollars into debts indexed to the CDI.

b - Fixed rate vs. Interbank deposit cer-
tificate (CDI) swap agreements

The Company had four agreements with an
aggregate amount of R$ 95,170, maturing
through November 4, 2016, consisting of an
asset position at a fixed rate and a liability
position at a percentage of the CDI.

The subsidiary Duratex Florestal Ltda., had
two agreements with an aggregate amount
of R$ 211,998, maturing on November 17, 2016,
being an asset position at a fixed rate and a
liability position at a percentage of the CDI.

¢ - Calculation of the fair value of
positions

The fair value of the financial instruments was
calculated by utilizing the estimated present
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Reference Value
(notional)

31/12/15 31/12/14 31/12/15 31/12/14

809.277 486.864 114.408 -
342.738 334.283 1.531 -
(1.036.076) (774.385) - -

l. SWAP CONTRACTS

Asset position

Foreign currency (USD) 681.364 436.876

Fixed rate 307168 308.442
Liability position

CDlI (988.532) (745.318)

The gains or losses on the transactions listed
above were offset against the liability and as-
set positions in interest rates and foreign cur-
rency, the effects of which were recognized
in the financial statements.

Sensitivity analysis table

Amounts in thousands of R$

Probable Possible Remote
Risk Instrumento/Operacao Description Scenario | Scenario | Scenario

Instrument/Operation

Int t
Merest  SWAP - FIXED / CDI
rate risk
Subject to hedge: fixed rate loans.
SWAP - US$ / CDI ( Res. 4131)
Foreign Subject to hedge: foreign currency
exchange debt (US$)
Net Effect
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Quadro Demonstrativo

Efeito Acumulado em
Valor Justo 2014

Amount
payable/
paid

Amount
receivable/
received

d - Sensitivity analysis

The table below sets out a sensitivity analy-
sis of the Company’s financial instruments,
including derivatives, and describes the risk
scenarios which could generate material

(7103) 9.771)  (32.602)
Increase CDI 7103 19.771 32.602
9.717 (244.247) (498.211)

Decrease US$
( increase US$ ) (9.717) 244247 498.21

Total - - -
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losses for the Group. The analysis involves a
Probable Scenario (Base Scenario) plus two
other scenarios (under the terms determined
by CVM 475/08) representing a 25% and 50%
deterioration in the risk variables.

For the rates of risk variables used in the
probable scenario, BM&FBOVESPA (Sao
Paulo Stock, Futures and Commodities Ex-
change)/ Bloomberg quotations in the ma-
turity dates of the financial instruments
exposed to foreign exchange and interest
rates. The average dollar of R$ 31107 and
the average CDI of 13.26% was used.

(Il  Cash flow or fair value risk associated
with the interest rate

Interest rate risk is the risk that an economic
loss will be suffered due to adverse changes
in interest rates. This risk is continually moni-
tored in order to evaluate any possible need
to contract derivative transactions to hedge
against interest rate volatility.

(a) Credit Risk

The Company’s sales policy is directly asso-
ciated with the level of credit risk it is will-
ing to accept in the course of its business.
The measures adopted to minimize defaults
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or losses on accounts receivable include:
the diversification of the Group’s portfolio
of receivables, the selection of its custom-
ers, and the monitoring of sales financing
terms and individual position limits.

In relation to temporary cash investments
and all other investments, the Company fol-
lows the policy of working only with blue-
chip institutions and not concentrating its in-
vestments on any one economic group.

(b) Liquidity risk

The Company and its subsidiaries have a
debt policy which defines the limits and pa-
rameters for debt, and the minimum funds
which should be maintained, the latter be-
ing the higher of the following: an amount
eqguivalent to 60 days of net revenue or the
amount of the debt servicing expenses plus
dividends and/or interest on capital fore-
cast for the following six months.

The liquidity position is managed on a daily
basis, by means of monitoring the cash flow.

Listed below are the maturities of the Com-
pany and its subsidiaries’ contracted fi-
nancial liabilities presented in the financial
statements:
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Parent company Consolidated

From
2018 to
2022

Less

than one
year

From
2018 to
2022

2016 and
2017

Less than
one year

31/12/15

Loans/

Debentures 758568 882642 657785
Suppliers 143.077

Total 901.645 882642 657785

The budget projection approved by the Board
of Directors for the next fiscal year, if achieved,
shows that the Company will be able to gener-
ate sufficient cash to meet its obligations.

4.2 CAPITAL MANAGEMENT

The Company and its subsidiaries manage

8211 1015610 1043.723 739973 8.537
166.832
8211 1182442 1.043.723 739.973 8.537

their capital with the objective of ensuring
the continuity of their operations, as well as
providing shareholders with a return on their
investment. This is achieved through capital
cost optimization and controlling the level of
indebtedness as a result of monitoring the fi-
nancial leverage index based on the ratio of
net debt to total capital.
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A -Loans, financing and debentures
Short - term
Long - term
B-(-) Cash and cash equivalents
C=(A-B) Net debt
D- Stockholders' equity
C/D=Financial leverage index
The increase in financial leverage was due
mainly for the use of cash spent on the in-
vestment in Tablemac S.A. in a total R$ 151.7

million, for the extraordinary dividends paid
as interest on capital of R$ 58.8 million and

RETURN TO SUMMARY €< 120 >

Parent company Parent company

31/12/15 31/12/14 31/12/15 31/12/14

2.307.206 2.082.612 2.807.843 2.450.841
758.568 575.803 1.015.610 716.373
1.548.638 1.506.809 1.792.233 1.734.468
518.497 511.239 1.081.089 996.843
1.788.709 1.571.373 1.726.754 1.453.998
4.543.099 4.365.005 4.608.900 4.365.005
39% 36% 37% 33%

for the acquisition of forests of Caxuana
Reflorestamento Ltda. in the amount of R$
40.0 million and disbursements made dur-
ing the first semester of 2014.
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4.3 FAIR VALUE ESTIMATES

It is assumed that the book values of ac-
counts receivable from customers and ac-
counts payable to suppliers, less the provi-
sion for loss (impairment), are close to their
fair values. The fair value of the financial li-
abilities for disclosure purposes is estimat-
ed by discounting the future contractual
cash flow at the current market interest rate
which is available to the Company and its
subsidiaries for similar financial instruments.

The Company and its subsidiaries apply
CPC 40-R1/IFRS 7 for financial instruments
measured at fair value, which requires the
disclosure of the measurement criteria
used. As the Company has only Level 2
derivatives, it uses the following valuation
technigues:
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* The fair value of the interest rate swap is
calculated based on the present value of
the estimated future cash flow based on
the yield curves adopted by the market

* The fair values foreign currency forward
contracts are determined based on future
exchange rates at the balance sheet dates,
with the resulting amounts discounted to
their present values.

The consolidated financial instruments (by
category/level) are presented below:
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Financial liabilities

Loans and designated at fair

receivables [ Financial liabilities value
ASSETS
e sevelents 1040795  946.393 ] ] ] 1040795  946.393
Trade accounts
receivable 864.435  873.956 ] ] ] 864.435  873.956
Related parties 52895 39406 - - ) 53895  39.406
Restricted deposits 40066 28290 - - ) 40066  28.290
Total 1999191 1888045 ] ] ] 1999191 1888045

LIABILITIES

Loans/ debentures

- - 1771767 1672944 1036076 777897 2.807843 2.450.841
Suppliers : . 166832 180167 : . 166832 180167
Dividends/ Interest on

capital : . 57385 78697 ; . 57385 78697
Derivative financial

| ™

INstruments ) ) ) . . (4034) . (4034
Total - - 1995984 1931808 1036076 773.863 3.032.060 270567

(*) Derivative financial instruments are presented at the net value, as assets or liabilities, and are all Level 2 financial instruments.



OFINANCIAL STATEMENTS

ANNUAL SUSTAINABILITY REPORT 2014

NOTE 5 - CASH AND CASH EQUIVALENTS

03/31/2014 12/31/2013 | 03/31/2014

Cash and banks

Fixed income securities
Bank deposit certificates

Reclassification to discontinued operations

TOTAL

The bank deposit certificates in Brazil earn
interest with reference to the CDI rate, and
deposits abroad in US Dollars earn a fixed
Interest rate.

Consolidated

12/31/2013

25.069 35.023 40.294 50.450
343 163 2.726 1.539
493.085 476.053 1.038.069 945160
- - (306)
518.497 511.239 1.081.089 996.843

The bank deposit certificates (CDB) are re-
munerated at rates higher than the CDI ra-
tes. Although they have long-term maturities,
bank deposit certificates can be redeemed at
any time without loss of remuneration.

NOTE 6 - TRADE ACCOUNTS RECEIVABLE

Parent company
12/31/2014 12/31/2013 12/31/2014

Domestic customers

Foreign customers
Allowance for doubtful accounts
Reclassification to discontinued operations

TOTAL

Consolidated

12/31/2013

797.888 790.707 831.75] 866.363
30.743 29.616 70.510 41.467
(35.987) (33.020) (37.826) (33.815)
- - - (59)
792.644 787.303 864.435 873.956
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The balances of accounts receivable by ma-
turity are as follow:

Parent company
1

Not yet due

Past-due up to 30 days
From 31 to 60 days
From 61 to 90 days
From 91 to 180 days
More than 180 days
TOTAL

The Company and its subsidiaries have a
Credit Policy in place, the objective of which
is to establish the procedures to be followed
when granting credit in commercial opera-
tions, and sales of products and services,
both domestically and abroad.

The credit limit is determined based on a
credit analysis, considering the history of
the customer, its capacity as a borrower, and
market information.
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Consolidated

2/31/2014 12/31/2013 12/31/2014 12/31/2013

775.480 769.785 842.319 856.728
9.574 10.655 13.642 10.750
2.826 1166 3.263 1166
1.268 545 1.536 586
5.876 3.527 5.967 3.527

33.607 34.645 55.534 35.073
828.631 820.323 902.261 907.830

The credit limit is defined with reference to
a percentage of net revenue and the stock-
holders’ equity, or a combination of these.
Consideration is also given to the average
volume of monthly purchases. The decision
as to the credit limit is always supported by
an evaluation of the economic and financial
situation, an examination of the relevant doc-
uments and the customer’s reputation.
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Customers are classified as A, B, C or D based
on the length of the Company’s relationship
with the customer and their payment history.

CLASSIFICATION

Length of relationship

Payment history

ANNUAL SUSTAINABILITY REPORT 2014

% of customer portfolio

12/31/2014 | 12/31/2013

A over 5 years Current 60% 63%
B over 3 years Up to 1 day late, on average 6% 6%
C below 3 years Over 1 day late, on average 30% 27%
D Overdue 4% 4%

The maximum credit risk exposure at the date
of this report is the book value of each class of
trade accounts receivable listed above.

The allowance for doubtful accounts is re-
corded based on the trade notes overdue

_ il o

Opening Balance
Constitution of provision
Reversal (income statement)
Write-offs

Merger of Thermosystem

Closing Balance

- _ Parent company
more than 180 days and as individual analysis :

of the relevant overdue amounts (note 2.8).

Below the changes in the allowance for
doubtful accounts for the year ended De-
cember 31, 2014.

Consolidated

275201
(33.020) (28.168) (33.815) (28.852)
(9.248) (7122) (10.984) (7.295)
1.800 574 1.800 574
4.600 1.696 5292 1.758
(M9) - (119) -
(35.987) (33.020) (37.826) (33.815)
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NOTE 7 - INVENTORY
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Consolidated

2/31/2014 12/31/2013 12/31/2014 12/31/2013

Finished goods 180.134
Raw materials 225.475
Work in progress 91.553
General warehouse 82.695
Advances to suppliers 8.775
Total 588.632

NOTE 8 - OTHER RECEIVABLES

Parent company
1

125.428
206.279
92104
81.991
3.147
508.949

211.279
240.795
104.724
84.691
9.205
©650.694

144.709
209.664
103.156
83.717
5.702
546.948

Consolidated

2/31/2014 12/31/2013 12/31/2014 12/31/2013

CURRENT

Fundacao ltausa Industrial (pension plan) @ 15.745
Sale of farms/ properties 5.741
Acquisitions Escrow 4.623
Others 3.024
Total Current 29133

NON-CURRENT

Fundacao ltausa Industrial (pension plan) @ 2.624
Sale of farms/ properties 11.966
Forest incentives -
Acquisitions Escrow 6.777
Others 3.607
Total Non-Current 24.974

(1) Credits from the review of defined benefit plan of Fundacédo Italsa Industrial.

14.037 15.745 14.037
13.488 15.732 19.506
2.592 4.623 2.592
©6.003 4743 ©.242
36.120 40.843 42.377
16.377 2.624 16.377
8.238 11.966 10.371
- 21162 26.012

8.315 6.777 8.315
2.448 4.598 1.616
35.378 47127 ©62.691

(2) Forest planting modality in which the company provides incentives, raw materials and technical assistance and maintenance as

established in the contract.
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NOTE 9 - RECOVERABLE TAXES
AND CONTRIBUTIONS

The Company and its subsidiaries have re-
coverable federal and state tax credits, the
composition of which is as follows:

Parent company Consolidated
12/31/2014 12/31/2013 12/31/2014 12/31/2013

CURRENT

Income tax and social contribution to be

offset 10.165 16.244 25.013 25.429
ICMS, PIS and COFINS on the acquisition of

property, plant and equipment © 24594 26.859 25.265 28.078
PIS and COFINS to be offset 1.731 2.679 14.759 10.553
ICMS and IPI recoverable 4543 7.333 30.326 15.350
Others 344 652 821 1162
Total 41.377 53.767 96.184 80.572

NON-CURRENT

ICMS, PIS and COFINS on the acquisition of
property, plant and equipment ©

Total

34.550
34.550

49.256
49.256

35.224
35.224

50.544
50.544

(") The recoverable amounts for State Value-Added Tax (ICMS), Social Integration Program (PIS) and Social Contribution on
Revenue (COFINS) were mainly generated from the acquisitions of property, plant and equipment items for the industrial plants.
Under current legislation, the PIS/COFINS credits will be utilized within 12 and 24 months, and the ICMS credits within 48 months.
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NOTE 10 - DEFERRED INCOME
TAX AND SOCIAL CONTRIBUTION

Deferred income tax and social contributions
are calculated on income tax and social con-
tribution losses, temporary differences be-
tween the tax and book bases of assets and
liabilities, and adjustments made to comply
with CPCs/IFRS. The tax rates applied in this
respect are 25% for income tax and 9% for
social contributions.
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Deferred tax assets are recognized to the
extent that it is probable that future taxable
income will be available to utilize temporary
differences, considering the projections of fu-
ture income. These projections are prepared
on the basis of internal assumptions and us-
ing future economic scenarios, and are, there-
fore, subject to change.

Parent company Consolidated
12/31/2014 | 12/31/2013 | 12/31/2014 | 12/31/2013

DEFERRED TAX ASSETS TO
BE RECOVERED WITHIN 12 MONTHS 98.362 26.330 104.391 32.402

Income tax and social contribution losses

Temporarily non-deductible provisions:
Provision for sundry labor charges
Provisions for losses on inventory
Provision for adjustment of assets to market value
Provision for commission payable
Sundry provisions
Swap result (cash vs. accrual basis)
Deferred tax asset to be recovered after 12 months
Provision for sundry labor charges
Tax provisions

Allowance for doubtful accounts

- ©60.922 -

18.991 16.257 20.966 17.729
2.405 692 2.457 742
2.9061 2.307 2.963 2.309
1.401 1.735 1.401 1.735
11.682 5.339 15.682 9.873
- - - 14
29.074 21.730 34.853 29128
12.751 9.683 14.530 11.281
11.712 8.893 14.408 14.679
4142 2.363 4142 2.377
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Provision for losses on investments
Sundry provisions
Effect of business combination - CPCs / IFRS

Total deferred tax assets

NON-CURRENT LIABILITIES

Revaluation reserve

Present value adjustment of loans

Swap result (cash vs. accruals basis)
Depreciation (25% credit of social contribution)
Fiscal depreciation

Sale of real estate

CPC/IFRS adjustments

Other fiscal obligations

Total deferred tax liabilities
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Parent company
1

2/31/2014 [ 12/31/2013 | 12/31/2014 | 12/31/2013

Consolidated

469

- 192 - 192

- 130 1.304 130

127.436 48.060 139.244 ©61.530
(27.292) (29.912) (53.505) (56.211)
(5.730) (7.748) (5.730) (7.748)
(43.527) (17.285) (43.697) (17.285)
- - (9.045) (8.005)
(96.204) (74.526) (96.204) (74.526)
(3.008) (4.097) (3.341) (5.278)
(129916)  (128.626) (376.169) (315.528)
(20.449) (17.430) (23.015) (21.012)
(326126) (279.624) (610.706)  (505.593)
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The Company’s management, based on pro-
jections of future taxable income, estimates
that the recorded credits will be realized until
2018, as follows the presentation:

Parent company and
Consolidated

2015 8173
2016 21.928
2017 26.431
2018 4.390
Total 60.922

Changes in the deferred income tax and social contribution

Parent company Consolidated
BALANCE AS AT DECEMBER 31, 2013 (231.564) (444.063)

(Expenses) and revenues of deferred tax 38187 21.814
Merger of subsidiary Thermosystem (1.925) -
Income tax and social contribution under identifiable assets on the

acquisition of Thermosystem (3.582) -
Adjustment of Income tax and social contribution until the date of

the disposal of identifiable assets 194 -
Business combination Tablemac - (49.213)

BALANCE AS AT DECEMBER 31, 2014 (198.690) (471.462)
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NOTE 11 - RELATED PARTIES

a) Balances and transactions with subsidiaries

Controlled company

Duratex Florestal Duratex Empreendimentos | Thermosystem

as/2004
ASSETS
Trade accounts receivable 8 33 - - 4
Dividends receivable @ 51.288 42.509 - - -
Accounts receivable 24 41 - - -
Subsidiaries @ 4 - 2 = 13.597
Suppliers & 26.660 25774 - - -
Subsidiaries @ - 4 - - .
Sales 3 28 - - 13
Purchases ® (310.046)  (295.751) - - -
Financial 6 2 - - -
Others 2 6 - - -

(1) Dividends receivable, provisioned by the subsidiary Duratex Florestal Ltda. (2) Intercompany operations at market conditions in
order to the centralization of cash. (3) Accounts payable for the acquisition of raw material listed in item (4). (4) Regular acquisition
of timber harvested, pine and eucalyptus, at market prices for production of wood panels.
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Indirect subsidiaries

TCI Trading | Duratex N. America

DESCRIPTION 12/31/2014| 12/31/2013| 12/31/2014| 12/31/2013| 12/31/2014| 12/31/2013| 12/31/2014| 12/31/2013
ASSETS

Trade accounts

receivable @ - - 9.088 11.056 - 7.929 4.837 5.636
Accounts receivable = 22 = = - = = -
RESULTS

Sales @ - - 28.908 29.620 - 655 13.254 10.979
Purchases & - (37.808) - - - - - -
Financial - - 1.098 783 (310) 1.039 445 123

(1) Trade accounts receivables about sales listed in item (2). (2) Supplies of products for sales in the United States, Canada and
Colombia. (3) Importation of raw materials and property, plant and equipment.

b) Transactions with other related parties

Leo Madeiras Leroy Merlin Cia Ligna
Mags.& Fer. Ltda Bras Bricolagem Florestal Ltda. Elekeiroz S.A.

DESCRIPTION 12/31/2014(12/31/2013|12/31/2014|12/31/2013| 12/31/2014{12/31/2013| 12/31/2014(12/31/2013
ASSETS

Trade accounts
receivable @

22777 12.601 31N8  26.805 - - - -

Acquisition of property,
plant and equipment - - - 2.500 - -

LIABILITIES

Suppliers - - - - - - 215 556
Sales @ 100.686 82.354 95326  110.356 - - 1 785
Purchases & - - - - - - (15.420) (29.368)
Other purchases - (29 - (7132) - - - -

Lease costs ¥ - - - - (8.668) (22.079) - -

(1) Trade accounts receivables about sales listed in item (2). (2) Supplies of products for domestic market. (3) Acquisition of raw material
for production of resin destined for production of wood panels. (4) Refers to the costs of the rural leasing agreement with Ligna

Florestal Ltda. (controlled by Ligna de Investimentos) entered into by the subsidiary Duratex Florestal Ltda. in connection with land used
for reforestation. The monthly charges for this lease amount to R$ 1,622. The agreement will expire in July 2038, but may be renewed
automatically for a further 15 years, readjusted annually based on the variation of the National Consumer Price Index (INPC), calculated by
the Brazilian Institute of Geography and Statistics (IBGE).
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ltausa
Empreendimentos ltausa Investimentos

[tautec S.A. ltal Unibanco ltal Seguros

DESCRIPTION
ASSETS

12/31/2014| 12/31/2013| 12/31/2014| 12/31/2013| 12/31/2014| 12/31/2013| 12/31/2014| 12/31/2013| 12/31/2014| 12/31/2013

106.434

Financial investments @ = = = 199104 =
Trade accounts receivable - - 27 - -
LIABILITIES

Suppliers - - - - 86 492
SUPPLIERS

Sales 37 - 3 36 428 -
(4.281) (2.8471) = ;

(2.645)

Rent expenses @ -
Insurance expenses & - - - i
11.301 29.056 -
(180) (133) -
(2.471) - - z -

Remuneration on financial investments (¥ - -
Financial expenses ® - - -
Equipment maintenance ©

Other operating income

(expenses), net - (308) (1.250) - - - -

(D Financial investments at Itad Unibanco, done under the conditions agreed between the parties and within the limits established by Company management. (2) Rent expenses rooms at building
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The transactions with related parties are real-
ized in the course of the Company’s business,
under agreement between the parties.

As at December 31, 2014 it was not necessary
to make provision for allowance for doubtful
accounts involving transactions with related
parties.

¢) Management remuneration

A remuneracaoc paga Ou a pagar aos ex-
ecuThe remuneration paid or payable to the
executives of the Company and its subsidia-
ries up to December 31, 2014 was R$ 16,868
in fees (R$ 14,433 - December 31, 2013), R$
7199 in the form of profit sharing (R$ 13,934 -
December 31, 2013), and R$ 6,522 in the form
of long-term remuneration based on stock
options (R$ 6,736 - December 31, 2013).

of the Company’s headqguarters. (3) Contract operational risk insurance, covering the Company’s plants and machinery and forestry equipment of the subsidiary Duratex Florestal during the year of
2013. For the year 2014, the Group contracted unrelated company to cover its assets. (4) Gains from financial investments listed in item (1). (5) Expenses with demands for payment. (6) Expenses with
maintenance of computers. (7) Services contracted of analysis, economic and corporate planning.
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NOTE 12 - INVESTMENTS IN SUBSIDIARIES AND ASSOCIATE

a) Change in investments

Estrela
ofe) Sul

= CHAPTER

Pescara
Admin. Part.

RETURN TO SUMMARY

Trento
Admin. Part.

Mykonos
Admin. Part.

€ 128 >

Direct subsidiaries

Duratex
. Florestal
234

Duratex | Thermosystem Bale Com.
Empreend. Eletro Eletron. Prod.

Duratex
Europe Total

Number of shares/quotas held (Thousand) 33 2.874
Interest % 100,00 99,99 99,99 99,99 99,99 90,00 90,00 0,02
Capital 342.400 701.547 12 2.874 10 1 1 345.510
Equity 327.307 1.629.936 6.251 7.323 10 1 1 285165
Net income for the year 53.662 215.772 674 501 - - - 25.962
Changes in investments
______
Equity in results of mvestees (69. 326) 173 659 17 6.398 - m 263
Acquisition of Thermosystem Eletro Eletréonica Ltda - - - - 56.402 - - - - - 56.402
Establishment of Bale Com. Produtos p/construcédo S.A. - - - - - 9 - - - - 9
Establishment of Mykonos Admin. e participacdes Ltda. - - - - - - - - 9 - 9
Exchange variations on equity 4141 - - - - - - - - - 4141
Dividends - (42.509) - - - - - - - - (42.509)
Other (64) (1.342) (1.406)
‘__‘_
Equity in results of mvestees 53.662 215.762 4,961 275.561
Capital increase 152.200 - - - 21.500 - - - - - 173.700
Exchange variations on equity (22.530) - - - - - - - - 4 (22.526)
Sale of shares to Duratex Empreendimentos - - - - - - - - (9 - (9
Merger of subsidiary on 08.29.2014 - - - - (55.406) - - - - - (55.406)
Acquisition of Pescara Admin.and Participacdes S.A. - - - - - - 1 - - - 1
Acquisition of Trento Admin. and Participacdes S.A. - - - - - - - 1 - - 1
Reclassification of Trandmark to intangible assets - - - - (9.660) - - - - - (9.660)
Reclassification of assets from business combination to
property, plant and equipment - - - - (880) - - - - - (880)
Reclassification of Income tax and social contribution on
adjustments - - - - 3.583 - - - - - 3.583
Reclassification of goodwill to intangible assets - - - - (25.577) - - - - - (25.577)
Dividends - (51.288) - - - - - - - - (51. 288)

Other

AS AT DECEMBER 31, 2014 327307 | 1625099 | 6.250 7.323 _n———— 1565905
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I R e e
America Europe Belgium Trading Tablemac
27.301.840
80,62
54.332
324.000

22632

Number of shares/quotas held (Thousand) 32.545 1.880
Interest % 100,00 100,00 99,998 100,00
Capital 426 885 345.510 46.762
Equity (414) 9.309 285.165 35.848
Net income for the year 4.836 517 25.962 4.506

Changes in investments

AS AT DECEMBER 31, 2012 6144 6737 | 194179 47903 16510 173704 _

Equity in results of investees (13.774) 27) (65.916) (13.680) (76)
Dividends - - - - (100)
Exchange variations on equity 674 999 (4.416) (3.538) -
Acquisition of shares of TCI| Trading - - - - 3.813
Disposal of exchange variations on Goodwill of Tablemac - - 9.202 3.520 -

Disposal of Goodwill - Tablemac - - - - -

Other
—

Equity in results of investees 4.836 25.961 4.506 (403)
Dividends - - - - e71)
Acquisition of shares by OPA as at January 22, 2014 - - - - -
Capital increase - - 148.698 - -
Capital decrease - - - - (16.000)
Acquisition of 90 shares - - - - -
Sale of shares of TCI Trading as at October 30, 2014 - - - - (3.083)
Capital increase throught the merger of a subsidiary on 09.30.2014 - - - - 10
Exchange variations on equity 1.706 1.083  (22.549) (2.863) -

Provision to cover the negative net equity

A AT DECEMBER 312018 500 | 28I 35as | 281200

= CHAPTER

Indirect subsidiaries

(884)
(1.382)
16.186

(66.296)

18.912

141.629

(20.778)

Mykonos
Admin. Part.

(10)
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b) Acquisition of subsidiary

As at January 22, 2014, Duratex, through its
subsidiary Duratex Europe, has completed
the execution of a takeover bid (OPA) to
acquire an additional equity stake in Table-
mac S.A., a Colombian leading company in
the industrialized wood panel making bu-
siness. The number of shares acquired was
14,772,002,647 at a price of COP$ 8.60 per
share, representing an increase of participa-
tion of 43.62%, which amounts to an addi-
tional investment of approximately US$64
million in the company. The total amount
transferred was R$ 151,722.

Duratex thus now holds 80.62% of the equi-
ty capital of Tablemac S.A. In compliance
with to CPC 15 - R1 - Business Combinations,
in case of step acquisitions, the Company
should recognize gains or losses and reme-
asure the previously held equity interest at
its acquisition-date fair value. In advance the
Company evaluated the necessity of impair-
ment of goodwill recorded at the initial ac-
quisition of Tablemac in 2012, in a total of R$
53.6 million (R$ 66.3 million of goodwill and
R$ 12.7 million of exchange variation previou-
sly recorded in the equity) and recognized
this amount in the results of 2013.
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At the date of acquisition of the control the
Company recalculated the fair value of 37% of
the previously held interest, which value com-
pared to book value resulted in a positive ad-
justment of R$ 8,512, recorded under the cap-
tion “ Other operating income (expenses), net”.

Tablemac S.A. is a publicly traded company
which was established in 1988. It has shares
listed on Colombia’ s stock market, has four
plants located in the center of Colombia, with
a production capacity of 110,000 m3/year for
MDP and started up the first continuous MDF
production line in the country, with a capac-
ity of 132,000 m3/year. The Tablemac owns
8,544 hectares of land, of which 5,907 hect-
ares are planted. Tablemac’s panel market
share is about 33% in Colombia.

The deal allows for diversification of the pan-
el making business in a country with stable
political and economic environment, with
growth rate above the Brazilian average, be-
sides favorable characteristics of population
and income in favor of the furniture segment,
the main destination of the panels sold.

Duratex with this deal advances further in
its strategic growth plan abroad with initial
focus in Latin America, always aiming at the
creation of value to its shareholders.
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The nominal value of receivables acquired on
the acquisition date, considered by the fair
value is R$ 30,769 of short-term, and has no
expectation of loss.

Since January 22, 2014, the date of its acqui-
sition, Tablemac contributed to the Group
with a net sales revenue of R$ 240,085 and
net income of R$ 22,632, including noncon-
trolling interest.

If the acquisition had occurred at the be-
ginning of the year, the Tablemac had
contributed to the Group with a net sales
revenue of R$ 259,478 and net income of
R$ 24,431 including noncontrolling interests
(non audited).

The fair value of identifiable assets and liabili-
ties of Tablemac S.A. on the acquisition date
is as follow:

= CHAPTER
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Fair Value on
acquisition Book value

Cash and cash equivalents

Trade accounts receivable

Inventories

Recoverable taxes and contributions

Other credits

Deferred income tax and social contribution
Other investments

Property, plant and equipment

Biological assets

Intangible - Customer portfolio

Loans and financing - current

Suppliers

Personnel

Accounts payable

Taxes and contributions

Dividends

Loans and financing - non current

Deferred income tax and social contribution
Total net assets

Noncontrolling interest

Previously held interest

Consideration transferred

Cash flow on acquisition

Cash and cash equivalent balances acquired
Cash consideration

Net cash outflow on acquisition

Fluxo de saida de caixa, liquido

19,38%
37,00%
43,62%

3.481
30.769
57.269
5153
2.338
718

41
359.803
23.885
17.817
(14.999)
(14.207)
(1.656)
(14.160)
(6.369)
(62)
(48.685)
(53.394)
347.742
(67.392)
(128.665)
151.721
(36)

3.48]1
(151.721)
(148.240)

3.48]1
30.870
48.595

5153

2.338
684

41
309.321
23.885
630
(14.999)
(14.207)
(1.656)
(14.160)
(6.369)
(62)
(48.685)

324.860
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c) Merger of subsidiary Mergered Balance Sheet at August 29, 2014
As at August 29, 2014, the Extraordinary Thermosystem Industria Eletro Eletronica Ltda.

ratex S.A. of its subsidiary Thermosystem In- ASSETS its rights and obligations, jointly answering

dustria Eletro Eletronica Ltda., aiming to opti- CURRENT ASSETS for the obligations of Thermosystem in accor-
mize and rationalize the number of subsidiar- ~ ©ash and cash equivalents 659 dance to Articles 227 and 232 of the Brazilian
ies, as well as the reduction of administrative Trade accounts receivable 37.719 Corporation Law. Thus the balance sheet of
activities and annual accessory obligations. Inventories 24195 Duratex was affected by mergered balances

Other receivables 1.501 presented in the table above.

Recoverable taxes and contributions 3.566

Other credits 148

Recoverable taxes and contributions 398

Property, plant and equipment 27778

Intangible assets 651

Trademark 9.660

Total Assets 106.275

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES 17.686

Loans and financing 976
Suppliers 5194
Personnel 4774
Accounts payable 1.843
Taxes and contributions 4.899
Loans and financing 2.900
Contingencies 198
Related parties 17.621
Deferred income tax and social contribution 5.507
Stockholders’ Equity 43.912

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 62.363
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NOTE 13 - PROPERTY, PLANT AND EQUIPMENT

a) Change

Structures and | Machinery, equipment and Furniture and
PARENT COMPANY Land improvements facilities Assets in progress fixtures Vehicles Other assets Total

BALANCE AS AT 12/31/2012

Cost 90.686 627932 2.708.014 658.939 28.693 22182 102.707 4239153
Accumulated depreciation - (247.520) (1188.997) - (19.410) (18.688) (70.433) (1.545.048)
Net book value 90.686 380.412 1.519.017 658.939 9.283 3.494 32.274 2.694.105
Opening balance 90.686 380.412 1.519.017 658.939 9.283 3.494 32.274 2.694.105
Acquisitions 2.500 838 40.330 336.075 3.620 67 3.807 387.237
Write-offs - - (5155) (5) (84) (851) 748 (5.347)
Depreciation = (24.101) (185.469) = (1.687) (1.084) (7.329) (219.670)
Transfers 19.076 132.319 467.425 (623.371) 715 105 3.731 -
Net book value 12.262 489.468 1.836.148 371.638 11.847 1.731 33.23]1 2.856.325
Cost 112.262 761.089 3.210.614 371.638 32.944 21.503 110.993 4.621.043
Accumulated depreciation - (271.621) (1.374.466) - (21.097) (19.772) (77.762) (1.764.718)
Net book value 112.262 489.468 1.836.148 371.638 11.847 1.731 33.23]1 2.856.325
Opening balance 1n2.262 489.468 1.836.148 371.638 11.847 1.73]1 33.23]1 2.856.325
Acquisitions 7 598 46.812 169.562 3.41 1.222 4.86] 226.473
Write-offs (1.040) - (4.894) (946) 421 (10) (834) (8.145)
Depreciation - (28.898) (220.356) - (2101 (958) (7.723) (260.036)
Transfers 2.846 59.889 216133 (293.381) 1.656 (3) 12.860 -
Merger of Thermosystem 1.599 2.512 11.002 10.527 599 128 1.4M 27778
Net book value 115.674 523.569 1.884.845 257400 14.991 2110 43.806 2.842.395
Cost 115.674 824.088 3.479.667 257.400 38.189 22.840 129.291 4.867149
Accumulated depreciation - (300.519) (1.594.822) - (23.198) (20.730) (85.485) (2.024.754)

Net book value 115.674 523.569 1.884.845 257400 14.991 2110 43.806 2.842.395
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Structures and | Machinery, equipment and Furniture and
CONSOLIDATED Land improvements facilities Assets in progress fixtures Vehicles Other assets Total

BALANCE AS AT 12/31/2012
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Cost
Accumulated depreciation
Saldo contabil, liquido
NET BOOK VALUE
As at 12/31/2013
Opening balance
Acquisitions
Write-offs
Depreciation
Transfers
Acquision of Thermosystem
Goodwill Thermosystem
Exchange variations
Net book value
BALANCE AS AT 12/31/2013
Cost
Accumulated depreciation
Net book value
AS AT 12/31/2014
Opening balance
Acquisitions
Write-offs
Depreciation
Transfers
Exchange variations
Goodwill Thermosystem
Acquision of Tablemac

Assets from business combination

Tablemac
Net book value
BALANCE AS AT 12/31/2014
Cost
Accumulated depreciation
Net book value

607.63] 653.536 2.688.320 659.998 36.757 47.578 107.485 4.801.305
- (261.828) (1144.865) - (26.628) (37.523) (73.378) (1.544.222)
607.63] 391.708 1.543.455 659.998 10129 10.055 34107 3.257.083
[NETBOOKVALVE
607.63] 391708 1.543.455 659.998 10129 10.055 34107 3.257.083
27.050 845 42.932 348523 3.811 453 4.329 427.943
(511 (1.274) (5.999) (44) (265) (2112) (60) (10.265)
- (24.695) (195.644) - (1.887) (3.739) (7.808) (233.773)
19.482 132.461 474.964 (633.456) 758 1689 4102 :
361 1.704 1.308 551 5T 138 705 15.278
198 914 (1.489) 1.040 167 18 3 851
(82) (150) (57) : M : : (290)
: (40) - : : : : (40)
654.129 501.473 1.869.470 376.612 13.223 6.502 35.378 3.456.787
[BALANCEASATR/3V2003
654.129 787.996 3.209.979 376.612 41.738 47.764 116.564 5.234.782
: (286.523) (1340.509) : (28.515) (41.262) (81186) (1.777.995)
654.129 501.473 1.869.470 376.612 13.223 6.502 35.378 3.456.787
AsaTiZ3VOM
654.129 501.473 1.869.470 376.612 13.223 6.502 35.378 3.456.787
112 2198 58.596 187.217 3.685 3.753 7.891 263.452
(46.246) (634) (5.425) (947) (621) (65) (853) (54.791)
: (31.362) (242148) : (2.336) (3.604) (8.676) (288126)
2.846 54143 224,287 (301.253) 1.656 1283 17038 -
202 (2.296) (3.002) (155) 9 an 140 (5113)
: (26) 73 : (18) @ 1 28
35182 99.098 163.934 694 1.010 642 (5.540) 295.020
48.625 - : - - - - 48.625
694.850 622.594 2.065.785 262168 16.608 8.498 45.379 3.715.882
[BALANCEASATIZ/3V2014 .
694.850 940.479 3.648.442 262168 47.459 53.364 135.241 5.782.003
- (317.885) (1.582.657) - (30.851) (44.866) (89.862) (2.066.121)
694.850 622.594 2.065.785 262168 16.608 8.498 45.379 3.715.882
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b) Assets in progress

Assets in progress refer mostly to the expan-
sion of: (i) Wood Division the industrial plants
in ltapetininga-SP, Botucatu-SP, Uberaba-MG,
for producing wood panels (ii) Deca Divi-
sion the industrial plants of Loucas Paraiba
and Loucas Queimados-RJ, for producing
sanitary ceramic and in plants Metal-SP and
Metal Planidil-SP for producing metal prod-
ucts. As at December 31, 2014 these formal-
ized contracts for the expansion of industrial
plants totaled approximately R$ 170,1 million.

In the period ended December 31, 2014,
no interest was capitalized in the Property,
plant and equipment (R$ 12,723 as at De-
cember 31, 2013).

c) Review of the useful life of the assets
As provided in the Pronouncement CPC
27 27 - Property, Plant and Equipment, the
Company revised the estimated useful lives
of the assets for the calculation of deprecia-
tion. The following methodology was adopt-
ed in the review of rates:

e internal antecedents: Investments in re-
placements, information about the survival
of the assets, technical specifications;
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» external antecedents: Economic environ-
ment in which the Company operates new
technologies, benchmarking, recommenda-
tions and manufacturer’s literature;

e conservation status and operations of the
goods: Maintenance, failures and efficiency
of goods and other information used for
determination of residual useful life;

* residual value of assets, maintenance histo-
ry and use until destination for offscourings;

* alignment to the general planning of the

Company.

ANNUAL DEPRECIATION RATES 12/31/2014

Structures and improvements 4,0%
Machinery, equipment and facilities 7,5%
Furniture and fixtures 10,0%

20% to 25%
10% to 20%

Vehicles

Other assets

d) Assets offered as guarantee

As at December 31, 2014, the Company
had a land totaling R$ 15,820, recorded in
the fixed assets offered as guarantee in

= CHAPTER

lawsuits and machinery and equipment in
an amount of R$ 80 offered as guarantee
of loans.

NOTE 14 - BIOLOGICAL ASSETS
(FOREST RESERVES)

Through its subsidiaries Duratex Florest-
al Ltda. and Tablemac S.A., the Company
is the owner of eucalyptus and pine for-
est reserves, which are primarily utilized as
raw materials for producing wood panels,
floors and components, and also for sale to
third parties.

These reserves guarantee supplies to the
factories, and also protect the Company
against the risk of future wood price in-
creases. Integrated with the manufactur-
ing facilities, these reserves, together with a
supply network, provide the Company with
a high degree of self-sufficiency in terms of
wood supplies.

As at December 31, 2014 the Group had rou-
ghly 164,600 hectares, of planted areas (De-
cember 31, 2013: 139,500 hectares), in the
States of Sao Paulo, Minas Gerais, Rio Gran-
de do Sul and in Colombia.
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a) Fair value estimate

The fair value is calculated based on an es-
timate of the volume of wood ready for har-
vesting, at the current prices for standing
wood. In this respect there are exceptions for:
(i) forests which are less than one year old,
which are stated at cost (because the cost
approximates the fair value in such cases),
and (ii) forests in formation, for which the
discounted cash flow method is employed.

Biological assets are measured at fair value,
less selling costs at the time of harvesting.

Fair value is determined by valuing the es-
timated ready-to-harvest volumes at current
market prices, based on volume estimates.
The assumptions utilized were:

I. Discounted cash flow - the estimated vol-
ume of ready-to-harvest wood at current
market prices, net of costs still to be incurred
and the capital costs of the respective land
(brought to their present value) by the dis-
count rate of 10.1% p.a. as at December 31,
2014 and December 31, 2013.
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Ii. Prices - the cubic meter prices in R$ ob-
tained from market surveys carried out by
specialized firms surveying regions and prod-
ucts similar to those of the Company, in addi-
tion to prices obtained from third party trans-
actions in active markets.

iii. Differentiation - the volumes harvest-
ed were categorized and valued according
to: (a) species, either pine or eucalyptus,
(b) region, (¢) destination, either sawmill or
processing.

iv. Volume - the estimated volumes ready
for harvesting (i.e. in the sixth year for eu-
calyptus trees and in the twelfth year for
pine) were based on the projected aver-
age productivity for each region and for
the two species. Average productivity may
vary based on age, rotation, climatic condi-
tions, quality of seedlings, fires, and other
natural risks. In the case of mature forests,
the actual volumes of wood are utilized in
order to arrive at the estimates. Rotating
physical inventory is realized from the sec-
ond year of a forest’s life, and the effects
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of this are incorporated into the financial
statements.

v. Regularity - expectations regarding fu-
ture wood prices and volumes are reviewed
at least every quarter, or when the rotational
physical inventory is concluded.

b)Composition of balance
The biological assets balance is made up of
the cost of forest formation and adjustments
to fair value, as shown below:

T 2o

Cost of formation of

12/31/2013

biological assets 785.021 595.096
Difference between

cost and fair value 569.672 530.520
Fair value of the

biological assets 1.354.693 1125.616

The forests are unencumbered by any third
party liens or pledges, including to financial
institutions. In addition, none of the Compa-
ny’s forests has a restricted legal title.
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c¢) Changes in balance

The following are the changes in the bal-
ance from the beginning to the end of the
fiscal year:

31/12/14 31/12/13
OPENING BALANCE 1125.616 1102.337

Variation in fair value

Volume/price 221135 191.519

Depletion (180.604) (218.088)
Variation in book value

Formation 292.062 132.407

Depletion (103.516) (82.559)

FINAL BALANCE 1.354.693 1125.616

Effect of the variation in fair value of biological assets in the
Statement of Income

221135
(180.604)

191.519
(218.088)

Variation in fair value

Depletion at fair value

The amount of depletion for the year is pre-
sented in the Statement of income under
“Cost of products sold”.

The adjustments related to the variations of
the fair value are due the market price, pro-
ductivity, harvested volume and acquisition
of all the forests belonging to the company
Caxuana Ltda in the first quarter of 2014,
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NOTE 15 - INTANGIBLE ASSETS

PARENT COMPANY Software Trademarks and patents Goodwill Customer portfolio

BALANCE AS AT 12/31/2012

Cost 46.604 3.885 229.221 396.161 675.871
Accumulated amortization (26.284) > a (79.517) (105.801)
Net book value 20.320 3.885 229.221 316.644 570.070
Opening balance 20.320 3.885 229.221 316.644 570.070
Additions 1.308 809 - - 217
Amortization (7.283) (565) - (26.467) (34.315)
Net book value 14.345 4129 229.221 290.177 537872
Cost 47912 4.694 229.221 396.161 677.988
Accumulated amortization (33.567) (565) - (105.984) (140.116)
Net book value 14.345 4129 229.221 290.177 537872
Opening balance 14.345 4129 229.221 290.177 537.872
Additions 7136 1.013 - - 8149
Write-offs = (9.660) - = (9.660)
Amortization (7.235) (424) - (26.468) (34.127)
Merger of Thermosystem 651 9.660 25577 = 35.888
Net book value 14.897 4.718 254.798 263.709 538122
Cost 55.699 5707 254.798 396.161 712.365
Accumulated amortization (40.802) (989) = (132.452) (174.243)
Net book value 14.897 4.718 254.798 263.709 538122

Average amortization rate 17.57% 410% 0% 6,67%
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CONSOLIDATED Software Trademarks and patents Goodwill Customer portfolio

BALANCE AS AT 12/31/2012

Cost 47.271 3.895 229.221 396.161 676.548
Accumulated amortization (26.576) = = (79.517) (106.093)
Net book value 20.695 3.895 229.221 316.644 570.455
Opening balance 20.695 3.895 229.221 316.644 570.455
Additions 1.795 803 - - 2.598
Write-offs (72) (5) - - 77)
Amortization (7.4371) (565) - (26.467) (34.463)
Acquision of Thermosystem 64 5 - - 69
Goodwill Thermosystem 9.660 25.577 - 35.237
Net book value 15.051 13.793 254,798 290177 573.819
Cost 49.058 14.358 254,798 396.161 714.375
Accumulated amortization (34.007) (565) - (105.984) (140.556)
Net book value 15.057 13.793 254.798 290177 573.819
Opening balance 15.051 13.793 254798 290177 573.819
Additions 8189 1.013 = = 9.202
Write-offs - (9.660) - - (9.660)
Amortization (7.402) (424) - (27.404) (35.230)
Customer portfolio - Acquision of Tablemac - - - 16.447 16.447
Foreign exchange variances 47) - - (394) 4471
Net book value 15.791 4722 254.798 278.826 554137
Cost 57.200 57N 254,798 412.214 729.923
Accumulated amortization (41.409) (989) - (133.388) (175.786)
Net book value 15.791 4.722 254,798 278.826 5547137

Average amortization rate 17,57% 4,10% 0% 6,67%
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NOTE 16 - IMPAIRMENT TESTING OF GOODWILL

Goodwill on acquisition of the com-

panies Ceramica Monte Carlo, Eliza-

beth Loucas, Satipel, Metalurgica Ipé e

Thermosystem. consideration the cash-generating assets. In discount rate was set at 13.36%, with no need
The impairment testing was carried out by this test were considered long-term discoun-  for impairment, since the amounts are fully
the Company’s management, taking into ted cash flow projections, and the nominal recoverable.

NOTE 17 - LOANS AND FINANCING

12/31/2014 12/31/2013

NON NON
CHARGES AMORTIZATION GUARANTEES CURRENT CURRENT CURRENT CURRENT

PARENT COMPANY - LOCAL CURRENCY

BNDES TILP + 2.2% p.a. Monthly and Quarterly  Surety - [tadsa - Invest. Itau S.A. 76.462 69.166 59.869 145184
BNDES TILP + 2.7% p.a. Monthly Guarantee - Cia Ligna de Investimentos 2411 - 31.5M 24.03]1
BNDES TILP + 2.8% p.a. Monthly and Quarterly  Surety - 70% Itadsa - 30% natural person 66.019 208.062 57599 244923
BNDES 4.6 % p.a. Monthly and Quarterly  Surety - 70% Itadsa - 30% natural person 4919 10.543 4,334 13.556
BNDES Selic + 216% p.a. Monthly Surety - 70% Itausa - 30% natural person 987 2.809 877 3.353
BNDES REVITALIZA with Swap 8 % p.a. August 2014 - - - 50.583 -
BNDES PROGEREN TILP + 2.85% p.a. December 2015 Promissory Note 27027 - 29.042 25.000
BNDES PROGEREN 9% p.a. Monthly Trade note 626 - - -
FINAME TILP + 2.3% p.a./ Fixed 4.4 % p.a. Monthly and Quarterly  Chattel mortgage and PN 5.209 45.627 2144 33.544
FINAME 35%p.a. Monthly Chattel mortgage and guarantee 29 3.859 - -

INDUSTRIAL CREDIT with Swap 12.7 % p.a. Up to April 2015 Surety - Duratex Coml. Exportadora S.A. 58.227 - 6.653 52543
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INDUSTRIAL CREDIT

EXPORT CREDIT with Swap
EXPORT CREDIT

FUNDIEST

FUNDOPEM

PROINVEST / PRO FLORESTA
Discounted Rural Promissory Note
LEASING

Total Parent Company - Local currency

104.8 % of CDI

ANNUAL SUSTAINABILITY REPORT 2014

CHARGES
103.3 % of CDI

AMORTIZATION
Up to November 2015
8 % p.a. Up to November 2016
Up to May 2020
30 % IGP-M per month Up to December 2020
IPCA + 3% p.a.

IGP-M + 4% p.a. / IPCA + 6% p.a.

Up to June 2025
Up to January 2018
55 % p.a.

Fixed 1.3 % per month Monthly

GUARANTEES
Surety - Duratex Coml. Exportadora S.A.

= CHAPTER

Guarantee - Companhia Ligna de Investimentos

Surety - 70% Itausa - 30% natural person

Guarantee - Ligna and Mortgage of assets

Promissory Note

Machinery and equipments

RETURN TO SUMMARY

CURRENT

205144
669
©.472
20.092
1139
1.713

80
508.925

12/31/2014

58117
406.549
M.243
29.243
4.305

949.523

N[O
CURRENT CURRENT

273.905
o1/

17.370

11.922
7.720

554.146
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12/31/2013

CURRENT

184.483
52.870
123.574
16.017
13.812

932.890

PARENT COMPANY - FOREIGN CURRENCY

BNDES

BNDES

BNDES

BNDES

RESOLUTION 2770 / Swap
RESOLUTION 4131/ Swap
RESOLUTION 4131/ Swap
RESOLUTION 4131/ Swap
RESOLUTION 4131/ Swap
RESOLUTION 4131/ Swap
RESOLUTION 4131/ Swap
RESOLUTION 4131/ Swap
Total Parent company - Foreign currency

TOTAL PARENT COMPANY

Basket of currencies + 2.2 % p.a. Monthly
Basket of currencies + 2.4 % p.a. Monthly
US$ + Libor + 1.6 % p.a. Monthly
US$ + Libor + 21 % p.a. Monthly

US$ + Libor +1.7% p.a. Up to April 2014

US$ + Libor +1.7% p.a. August 2015

US$ +1.5% p.a. December 2015

US$ + Libor + 1.5% p.a. May 2016
US$ + 21% p.a. June 2018
US$ + Libor + 1.5% p.a. July 2016
US$ + Libor + 2.27% p.a. October 2017

US$ + 2.5% p.a. January 2017

Surety - Itausa - Invest. Itau S.A.
Guarantee - Cia Ligna de Investimentos
Surety - Itausa - Invest. Itau S.A.

Surety - 70% Itausa - 30% natural person
Surety - Ligna - Mortgage and trust
Promissory Note

Promissory Note

Promissory Note

Promissory Note

Promissory Note

Promissory Note

Promissory Note

11.284
4.686
1.343
397
104.204
118.270
162

109

216

814
1.457
242.942
751.867

10.254
160
2113
624

50.945
107.899
57657
127297
125.839
482.788
1.432.311

©.744
4633
1186
351
1.617

340

63

143

91

191
15.359
569.505

18.889
4.265
3.041
898

103.543
118.159
50.837
107.851
57493
464.976
1.397.866
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12/31/2014 12/31/2013

N[O N[O\
CHARGES AMORTIZATION GUARANTEES CURRENT CURRENT CURRENT CURRENT

SUBSIDIARIES - LOCAL CURRENCY

RURAL CREDIT NOTE with SWAP 9.4 % p.a. Setembro 2015 Aval - Duratex S.A. 112.813 - 68129 102140
RURAL CREDIT NOTE with SWAP 1.5 % p.a. Novembro 2016 Aval - Duratex S.A. - 110.954

EXPORT CREDIT NOTE 105.3% of CDlI Até Setembro 2015 Aval - Duratex S.A. 138.853 = 68.292 56.460
BNDES TILP + 2.8% p.a. Mensal e Trimestral Aval - 70% Itausa - Invest. Itau S.A. e 30% Pessoa Fisica 1.978 76.085 2.629 66.645
BNDES 55 % p.a. Mensal Aval - 70% Itausa - Invest. Itau S.A. e 30% Pessoa Fisica 790 1243 - -
BNDES PROGEREN 9% p.a. Mensal Duplicatas e Maqguinas - - 901 516
LEASING Fixed 1.3 % per month Mensal Maquinas e Equipamentos - - 324 23
FINAME Fixed 5.6 % p.a. Mensal e Trimestral Alienacao Fiduciaria e Nota promissoria 502 3.521 - -
FINAME 3.5 % p.a. Mensal Alienacao Fiduciaria e Fianca - - 263 1.875
FUNDAP 1% p.a. Mensal Aval - Duratex Coml. Exportadora S.A. - - 32 -
Total Subsidiaries - Local currency 254.936 191.803 140.570 227.659
LEASING BANCOLOMBIA DTF +2 % Monthly Promissory Note 10 779 - -
DEG/CII 54 % p.a. Semiannually Pledge and mortgage of equipments - 38.894 - -
ClI Libor + 3.95 % p.a. Semiannually Pledge and mortgage of equipments - 4.808 - -
Santander Bank-Hermes 459 % p.a. Semiannually Insurance (95%) 2.096 /.31 - -
Total Subsidiaries - Foreign currency 2.106 51.792 - -
TOTAL SUBSIDIARIES 257.042 243.595 140.570 227.659

TOTAL CONSOLIDATED 1.008.909 1.675.906 710.075 1.625.525
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Loans and financing designated

at fair value

Certain loans and financing (identified in the
table above as SWAPS) were designated at
fair value through profit or loss.

a) Sureties and letters of guarantee

Sureties and letters of guarantee securing the
porrowing of Duratex S.A. were granted by
ltalsa S.A., totaling R$ 397,941 (R$ 474,249
as at December 31, 2013), Companhia Ligna
de Investimentos, amounting to R$ 176,310
(R$ 232,735 as at December 31, 2013), Du-
ratex Comercial Exportadora S.A., totaling
R$ 263,371 (R$ 517,584 as at December 31,
2013). In the case of loans and financing ob-
tained by subsidiaries, sureties were granted
by Itausa S.A,, totaling R$ 56,067 (R$ 48,492
as at December 31, 2013), Duratex S.A., total-
ing R$ 362,620 (R$ 295,021 as at December
31, 2013) and Duratex Comercial Exportadora
S.A., totaling R$ 32 as at December 31, 2013.
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b) Other guarantees
For the financing obtained by Bndes Proger-
em totaling R$ 626 and Leasing totaling R$
80 were offered machinery, equipment and
duplicates guarantees.

Restrictive clauses

Loans from the National Bank for Economic
and Social Development (BNDES) are sub-
ject to restrictive covenants in accordance
with usual market practice, which in addi-
tion to certain common obligations specify
the following:

a) The MDP plant in Taquari and MDF plant
in Uberaba - presentation of operating li-
censes, adoption measures and actions
intended to avoid or remedy damage to
the environment, and measures related to
occupational health and safety. In the loan
agreement for the Taquari MDP plant, the
covenants are based on the consolidated
palance sheet of Companhia Ligna de In-
vestimentos, which should maintain: cur-
rent liabilities below 60% of total liabilities
and EBITDA margin above 13%. In the fi-

= CHAPTER

nancing agreement for the Uberaba MDF
plant, the covenants are based on the bal-
ance sheet of Duratex S.A, which should
maintain a debt coverage limit by means
of a ratio of net bank debt to EBITDA (*)
of not more than 3.5 times, and a ratio of
gross debt to gross debt plus stockhold-
ers’ equity of not more than O.75.

) HDF plant in Botucatu, MDFIl plant in
Agudos, industrial resins in Agudos, ce-
ramics in Jundiai, Deca sanitary metals in
Sao Paulo and Jundiai, and forestry area
- during the contractual period, maintain
the following ratios in the Duratex S.A. an-
nual audited balance sheet: (i) EBITDA (*)/
Net Financial Expenses: above or equal to
3.0 (i) EBITDA (*)/Net operating revenue
equal to or above 0.20, and (iii) Stockhold-
ers’ Equity/Total Assets equal to or above
0.45.

If these contractual obligations are not
met, Duratex S.A. should provide addition-
al guarantees.

RETURN TO SUMMARY €< 141 >

The Company declares that contractual
obligations, described above, for the year
2014 were met.

*EBITDA (Earnings Before Interest, Taxes,
Depreciation and Amortization)
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d) Loans and financing from non-current liability

by maturity.

Debt with financial institutions - Maturities

2016
2017
2018
2019
2020
2021
2022
Other
Total

2015
2016
2017
2018
2019
2020
2021
Other
Total

Parent company

= CHAPTER

RETURN TO SUMMARY

Local currency Foreign currency Total Local currency Foreign currency

221.677 119.984
103.344 321.310
160.019 41.494
126.906 -
309.320 -
12.228 -
7.818 -
8.211 -
949.523 482.788

341.66]1
424.654
201.513
126.906
309.320
12.228
7.818
8.211
1.432.311

Parent company

335.222 153.377
105.221 333.576
177.851 47627
162.525 -
329.651 -
14.330 -

7.989 -
8.537 -
1141.326 534.580

Local currency Foreign currency Total Local currency Foreign currency

458.865 237187
206.257 18.377
90.112 1.561
73.650 107.851
44.056 -
41.878 -
8.35]1 -
9.721 -
932.890 464.976

696.052
324.634
91.673
181.501
44.056
41.878
8.351
9.721
1.397.866

©620.005 237187
208.563 18.377
91.705 1.561
91.051 107.851
74.23] -
55.987 -
9.286 -
9.721 -
1160.549 464.976
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12/31/2014

Consolidated
Total
488.599
438.797
225.478
162.525
329.651
14.330
7.989
8.537
1.675.906
12/31/2013
Consolidated
Total
857192
326.940
93.266
198.902
74.231
55.987
9.286

9.721
1.625.525
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NOTE 18 - DEBENTURES
CONVERTIBLE INTO SHARES

As at February 8, 2012 the first private issue a new production line for the manufacture
of debentures, with a floating guarantee of MDF, a new low pressure coating line,
and convertible into common shares of the and a new low pressure line for the im-
Company, was approved. These debentures pregnation of laminated paper;

were and are to be issued through private

subscription. The proceeds from the (i) The acquisition by the Company of locally
debentures are to be allocated as follow: manufactured machinery and equipment

needed for ().

() Fixed investment in the Company’s indus-
trial unit in ltapetininga - SP in related to

Balance as at December 31, 2014

Qty Price as of
debentures Face value issue date

COMPOSITION Issue date Type of debenture Maturity date Annual finance charge Short term

private convertible IPCA index + interest of 6% p.a. 252 working days in
1t Issue 01/15/2012  into shares 01/15/2017 777.000 128,70 99.999,9 the year annual payments, on January 15 of each year
Used in the capital increase (1.875)
As at December 31, 2014 775125 6.701 116.327 123.028

The fair value of the liability component, in-
cluded in non-current borrowing, was cal-
culated using the market interest rate for an
eguivalent bond without conversion rights.
The residual amount, representing the sub-
scription bonus, is included in stockholders’
equity as a carrying value adjustment.
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NOTE 19 - ACCOUNTS PAYABLE

Parent company Consolidated
12/31/2014 12/31/2013 31/12/2014 31/12/2013

CURRENT

Advances from customers 4934 4.364 6.724 24253
Statutory share 8.555 13.292 8.555 13.292
Freight and insurance 10.397 13.094 14.390 13.094
Acquisition of companies 10.316 8.988 10.316 8.988
Distributed earnings (from SCP's) to shareholders @ - - 10.387 10.301
Commission payable 8.854 7.687 8.854 8.541
Product warranty, technical support and maintenance 7.407 7.816 9.509 7.816
License technology 2.058 1.239 2.058 1.239
Acquisition of land used for reforestation - - 7.264 3.207
Indemnities for judicial decisions 2.274 2.390 2.474 2.390
Renegotiation of healthcare 1.493 1.256 1.493 1.256
Consigned loans 1.270 953 1.386 1.042
Future delivery sales 6.937 8.423 6.937 8.423
Provision for restructuring of vitreous chinaware unit 10.869 - 10.869 -
Others 4.328 1.206 12.268 7.577
Reclassification to liabilities from discontinued operations - - - (597)
Total Current 79.692 70.708 113.484 110.822
Partnerships in which some partners are passive ¢ - - 97.939 97.939
Acquisition of companies 24.017 29.644 24.017 29.644
Acquisition of land used for reforestation . . 523 4752
Product warranty and technical support 3.041 - 3.041 -
Others 759 362 11.766 11.986
Total Non-Current 27817 30.006 137.286 144.321

(*) SCPs: Partnerships in which some partners are passive

(**) Refers to the value of the participation of third parties in reforestation projects at the Group, which the subsidiary Duratex Florestal has contributed with forest assets, basically forest reserves and
equity holders has contributed in kind.
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NOTE 20 - CONTINGENCIES

a) Contingent liabilities

The Company and its subsidiaries are parties
to judicial and administrative processes relat-
ing to labor, civil, and tax matters which arise
in the normal course of their business.

The provision for contingencies in relation
to these processes takes into consideration
the evaluation of the likelihood of loss by the
Company’s legal advisors.
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Based on the opinion of its legal advisors, the
Company’s management believes that the
recorded provision for contingencies, pre-
sented below, is sufficient to cover any po-
tential losses relating to these processes.As
contingéncias tributarias envolvem, principal-
mente, discussodes judiciais sobre:

PARENT COMPANY
BALANCE AS AT DECEMBER 31, 2012 65.888 28.378 _ 95.090

Monetary variance and interest
Constitution
Reversal
Payments

Closing balance as at December 31, 2013
Judicial deposits

Balance as at December 31, 2013 after
offsetting of judicial deposits

2.685 7.349 57 10.191
1.440 9.578 - 11.018
(5.316) (11.096) - (16.412)
(669) (6.710) - (7.379)
64.028 27.499 981 92.508
(1.067) (6.239) e11) (7.917)
62.961 21.260 84.591

BALANCE AS AT DECEMBER 31, 2013 64.028 27.499 _ 92.508
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CONSOLIDATED
BALANCE AS AT DECEMBER 31, 2012 112.974 31.491 _ 145.289

Monetary variance and interest 4.432 8.149 12.738
Acquisition of Thermosystem 1.429 30 95 1.554
Constitution 1.749 12.689 - 14.438
Reversal (7.445) (12129) - (19.574)
Payments (1.752) (7.701) - (9.453)

Closing balance as at December 31, 2013 111.387 32.529 1.076 144.992
Judicial deposits (14.149) (6.424) (e (21184)

Balance as at December 31, 2013 after

offsetting of judicial deposits 97.238 26.105 123.808

BALANCE AS AT DECEMBER 31, 2013 111.387 32.529 1.076 144.992

Monetary variance and interest 5120 18.244 23.583
Constitution 22.617 15.055 844 38.516
Reversal (81.581) (16.179) (95) (97.855)
Payments (1.305) (8.459) - (9.764)
Closing balance as at December 31, 2014 56.238 41190 2.044 99.472
Judicial deposits (4.232) (7.877) (109) (12.218)
Balance as at December 31, 2014 after
offsetting of judicial deposits 52.006 33.313 1.935 87.254

at December 31, 2014 for this discussion the
amount provisioned is R$ 12,272 (R$ 11,209 as
at December 31, 2013).

Tax contingencies mainly relate to legal dis-
cussions regarding:

1-) PIS - six-monthly - refers to the appeal
intended to acknowledge the right of pay-
ing PIS pursuant to Complementary Law No.
7/70, six months after the revenue recogni-

2-) ICMS - Disallowance of ICMS credits on
wood purchases made with a supplier that
having been declared an ineligible company,

Monetary variance and interest 3.694 16.490 20.403
Constitution 21.744 13.620 844 36.208
Reversal (42.219) (14.922) - (57147
Payments (387) (7.027) - (7.414)
Closing balance as at December 31, 2014 46.860 35.660 2.044 84.564
Judicial deposits (1145) (7160) (109) (8.414)
Balance as at December 31, 2014 after
offsetting of judicial deposits 45.715 28.500 1.935 76.150

tion. The discussion is only in respect of the
portion of disallowed credits for a different
interpretation from Secretariat of the Federal
Revenue of Brazil about updating indexes. As

being credits have been disallowed retroac-
tively by the State. As at December 31, 2014
the amount provisioned to this discussion is
R$ 15,423.
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3-) Plano Verao (Government economic plan)
- The legal advisers of the Group have reclas-
sified the probably loss to potential loss in
view of the procedural stage of the action.

b) Potential losses

Plano Verao (Government economic plan) -
refers to the in particular a lawsuit demand-
ing the right to update the 1989 fiscal year
pbalance sheet utilizing the full IPC inflation in-
dex (gross rate) of 70.28%, or the difference
of 51.83%, thereby avoiding distortions of the
Company’s balance sheet and the related in-
come tax burden due to the non-recognition
of the actual inflation rate. A judgment was
obtained acknowledging the right to adjust
the balance sheet using the rate of 42.72%,
which was in effect for the fiscal years 1994
to 1996. Though the Regional Federal Court
was opposed to the sentence, the Company
obtained, by means of a writ of prevention,
the suspension of the appeal to the Supe-
rior Court of Justice, and the judgment was
upheld. As at December 31, 2014 the total
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amount is R$ 53,916 (R$ 52,595 as at Decem-
pber 31, 2013).

The Company and its subsidiaries are in-
volved in other tax lawsuits with a risk of
loss classified as potential in the opinion of
the legal advisors. The main amounts are: R$
227,608 related to the taxation of the revalu-
ation reserve in the corporate operations of
demerger constituted by the subsidiary Es-
trela do Sul Participacdes Ltda. between the
years 2006 and 2009, and R$ 23,981 is re-
lated to the question of incidence and credit
of ICMS.

c¢) Contingent assets

The Company and its subsidiaries have filed
legal actions for the refunding of certain tax-
es and contributions. According to the legal
counsel, the likelihood of success in these
cases is high. Because the amounts, present-
ed below represent contingent assets, they
have not been recognized in the Company’s
financial information:

= CHAPTER
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s 20ma | 12/31/20

IPI credit premium from 1960 to 1985

Monetary Restatement of Federal Power Company (Eletrobas) credits

Refund of withholding Tax on Net Income (ILL) paid on dividend

distributions from 1989 to 1992

INSS (Social Security) - Accident Insurance (SAT), alteration of rural tax

rate, transport benefits (fares and passes) and health insurance plan

PIS - calculation basis
PIS and COFINS - Manaus Free-Trade Zone

PIS and COFINS - remittance of commission on overseas sales

Other
Total

NOTE 21 - RURAL LEASES

Amounts involved

Rural leases are agreements entered into by
the subsidiary Duratex Florestal Ltda. (con-
trolled by the Company) with Ligna Flo-
restal Ltda (controlled by Companhia Ligna
de Investimentos), in connection with prop-
erty in Minas Gerais and Rio Grande do Sul,
where the Company’s forests are located.
The monthly charges for these leases are R$
1,622. Duratex Florestal Ltda. Will pay until
2038 R$ 19,464 per year.

122.387 111.030
11.659 10.577
12.471 11.314
18.507 4.694
1.376 945
422 383
2.266 2.055
1.577 2.705

170.665 143.703

In compliance with CPC 06 - R1 - “Leases”,
the subsidiary Duratex Florestal Ltda. records
the costs of the rural lease agreements using
the straight line method.
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NOTE 22 - STOCKHOLDERS’
EQUITY

a) Capital

The Company’s authorized capital s
920,000,000 shares, and the fully subscribed
and paid-up capital is R$ 1,875,800, repre-
sented by 665,565,438 registered common
shares with no par value.

According to the Ordinary and Extraordinary
General Meeting held on April 22, 2014 the capi-
tal increased from R$ 1,705,272 to R$ 1,875,800
through the capitalization of reserves and a si-
mMultaneous bonus share issue, attributing to
shareholders one new ordinary share for every
ten ordinary shares held as at April 22, 2014.

b) Treasury shares

| ofshares

Balance as at

Amount

December 31, 2013 1.405.054 18.344
Acquisitions 870.000 9.753
Sale of treasury shares (14.800) (166)
Bonus share issue 225505

Balance as at

December 31, 2014 2.485.759 27.931

Prices

Weighted Lastest
Minimum [ Maximum Average Quotation

2,86 15,67 11,24 8,03
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Based on the most recent market quotation
as at December 30, 2014, the value of the
Company’s treasury shares was R$ 19,961 (R$
18,476 as at December 30, 2013).

c¢) Equity reserves
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Parent company and Consolidated

12/31/2014 12/31/2013

CAPITAL RESERVES 331.616 323.342

Premium on the subscription of shares

Tax incentives

Prior to Law 6404

Options granted

Options granted to be recognized (Note 29)

OTHER COMPREHENSIVE INCOME 475.053 502.363

Revaluation Reserves

Carrying Value Adjustments

REVENUE RESERVES 1.896.384 1.860.195

Legal

Statutory

Additional proposed dividend

Tax incentives (Article 195 - Law no. 6.404/76)

Treasury shares

The amount presented in the Capital Re-
serves balance as a premium on the sub-
scription of shares refers to the additional
amount paid by the shareholders in relation

218.720 218.720
13.705 13.705
18.426 18.426
93.447 84.934
(12.682) (12.443)
70.207 74.993
404.846 427.370
164.529 145.012
1.653.588 1.639.243
43184 49.330
35.083 26.610

(27931 (18.344)

to the nominal value per share at the time
of the subscription for the shares.

The amount of Options Granted in the Capital
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Reserves balance represents the recognition of
the awarding of the options on the grant date.

As provided for in the bylaws, the balance
appropriated to the statutory reserve will
be utilized for: (i) The Reserve for Dividend
Equalization, (ii) The Reserve for Increasing
Working Capital, and (iii) The Reserve for
Capital Increases in Investees.

Reserve for Dividend Equalization. Will be
limited to 40% (forty percent) of the capital
and its purpose will be the payment of divi-
dends, including as interest on capital (Arti-
cle 29,2) or its advances, to maintain the pay-
ment to shareholders, with resources:

(a) the equivalent of 50% (fifty percent) of
net income, adjusted in accordance with Ar-
ticle 202 of Brazilian Corporation Law;

(b) equivalent to 100% (one hundred per-
cent) of the portion of the Revaluation Re-
serves, recorded as retained earnings;

(c) equivalent to 100% (one hundred per-
cent) of prior year adjustments, recorded as
retained earnings; and

(d) resulting from the credit to interim divi-
dend payments (Article 29,1 of the bylaws)
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The Reserve for Increasing Working Capital.
Will be limited to 30% (thirty percent) of the
capital and its purpose is to guarantee funds
for the company’s operations, comprising
resources equivalent to up to 20% (twenty
percent) of net income, adjusted accordance
with article 202 of Brazilian Corporation Law.

The Reserve for Capital Increases in Invest-
ees. Will be limited to 30% (thirty percent)
of registered capital and its purpose will be
of exercising preemptive subscription right
in capital increases of such companies, being
made resources equivalent of to up to 50%
(fifty percent) of the net income, adjusted in
accordance with Article 202 of Brazilian Cor-
poration Law.

Tax incentives refer to: R$ 22,089 (R$ 15,074
in 2013) of PRODEPE - Pernambuco State
Development Program, R$ 7,088 (R$ 5,629
in 2013) of the FAIN - Paraiba Industrial De-
velopment Support Fund and R$ 5,907 (R$
5,097 in 2013) SUDENE - The Superintenden-
cy for the Development of the Northeast.
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d) Dividends and interest on capital

Under the bylaws, the stockholders are as-
sured a mandatory minimum dividend cor-
responding to 30% of net income. Present-

= CHAPTER

ed below is the dividend calculation, the
amounts paid/credited and the balance
payable.
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Dividends as at December 31, 2014 were cal-
culated as follows:

NET INCOME FOR THE YEAR 390.349

(-) Legal reserve

(-) Tax incentives

(-) Realization of revaluation reserve
Adjusted net income

Minimum compulsory dividend (30%)

(19.517)
(8.473)

4.786
367.145
110.143

DIVIDENDS DECLARED IN THE YEAR Valor bruto IRRF Valor liquido

The Board of Directors at a meeting held on July 29, 2014 resolved to credit interest on capital, on account
of the compulsory dividend for 2014, the amount of R$ 01097046084 per share totaling R$ 72,743, which

payment was made by August 15, 2014.

The Board of Directors at meeting held on December 15, 2014, “ad referendum” of General Assembly, decided
to credit interests on equity in December 30, 2014 due to 2014 mandatory dividends, the value of R$ 0.08573141

for share that which amounts to R$ 56,846 which payment will be made until December 30, 2015.

Stockholders remuneration

Complementary interest on capital (exceed minimum mandatory dividend )

As described in note 2.21 the portion of divi-
dends exceeding mandatory minimum de-
clared by management after the reporting
period of the financial statements, but before
the authorization date for issuance of these,
are not recorded as liabilities and their effects
disclosed in a note.

As at 31 December 2014 the amount of R $
43184, exceeding the minimum mandatory
dividend, under statute, in equity was record-
ed as “Interest on capital complement (ex-
ceeding the mandatory minimum dividend)”.

72743 (10.911) 61.832
56.846 (8.527) 48.319
129.589 (19.438) 110.151
43184 (6.477) 36.707
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NOTE 23 - INSURANCE NOTE 25 - EXPENSES, BY NATURE
COVERAGE
As at December 31, 2014, the Company tains an internal fire brigade, fire trucks and 12/31/2014 12/31/2013 ©
and its subsidiaries had insurance coverage motorized forest guards. The Group has Not  \/griation in fair value of biological assets ; 221135 191519
against fire and various risks relating to prop-  suffered losses as a result of forest fires. Variations in the inventories of finished
erty, plant and equipment, inventory and civil products and work in process 592.831 527.305 401.871 483.008
liabilities totaling R$ 3,444 million. The Group Raw materials and consumption materials (2267114)  (2.096.993) (2109.108) (1.901.727)
does not have insurance coverage for its for- Remuneration, charges and benefits to
ests. To minimize the risk to these, it main- employees (681.103) (613.176) (780.482) (698132)
Depreciation charges, amortization and
depletion (265.066) (224.837) (577.485) (539.709)
Transport expenses (240.282) (221901 (263.209) (227.503)
Advertising expenses (78.9006) (67.456) (94.082) (74.597)
NOTE 24 - NET SALES REVENUE Other expenses (317.910) (284.052) (226.210) (235.617)
Total (3.257.550) (2.981.110) (3.427.570) (3.002.752)

The reconciliation of gross and net sales rev-
enue is as follows:

The expenses by nature described above
represent the following captions of the state-
ment of income.

_ I s
©
12/31/2014 12/31/2013 12/31/2014 12/31/2013¢ = T — Consolidated
Gross sales revenue 4.599.471 5.063.836 4 911.231 12/31/2014 12/31/2013 31/12/2014 | 12/31/2013 ©

Domestic market 4.447195 4.601.91 4.756.892 o . . _
Variation in the fair value of the biological
Foreign market 152.276 461.925 154.339 assets - - 221135 191.519
Taxes and contributions on sales (988.750) (1.079.329) (1.038.526) Cost of goods sold (2.687.670) (2.450.386) (2.988.453) (2.620.557)
Net sales revenue 3.610.721 3.984.507 3.872.705 Selling expenses (461.886) (420.465) (524.218) (445.816)
(*) net from discontinued operations Administrative and general expenses (107.994) (110.259) (136.034) (127.898)

Total (3.257.550) (2.981.110) (3.427.570) (3.002.752)

(*) net from discontinued operations
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NOTE 26 - FINANCIAL INCOME AND EXPENSES

FINANCIAL INCOME
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Parent company
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Consolidated

Remuneration on financial investments
Foreign exchange variances
Indexation adjustment
Interest and discounts obtained
Fundap - Discount
Other

Total

FINANCIAL EXPENSES

Charges on financing -Local currency
Charges on financing -Foreign currency
Foreign exchange variances
Indexation adjustment
Derivatives
Bank charges
Tax on financial operations
Other
Total
Total financial result

(*) net from discontinued operations

12/31/2014 12/31/2013 31/12/2014 12/31/2013 ©
38.525 31473 89.995 ©68.131
71.572 15.144 /7.833 16.579
8.271 6.609 10.626 9.076
5.842 5.352 31.362 5.873
2.649 - 2.649 2.755
/86 854 179 242
©63.645 59.432 142.644 102.656
(142.617) (112.926) (179.760) (144.227)
(103.099) (65.819) (103.441) (65.819)
(1.949) (8.179) (17.945) (10.193)
(5.027) (5.414) (7.350) (7.386)
34.428 33.251 33.836 36.447
(3.262) (4132) (5.780) (4.495)
(787) (1.640) (1.889) (2.203)
(484) (1.480) (35.457) (21.745)
(222.797) (166.339) (317.786) (219.621)
(159.152) (106.907) (175142) (116.965)
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NOTE 27 - OTHER OPERATING INCOME (EXPENSES), NET

Parent company Consolidated

12/31/2014 12/31/2013 31/12/2014 12/31/2013 ©

Amortization of customer portfolio (26.467) (26.467) (27.404) (27.567)
Profit sharing and Stock Options (15.473) (22.292) (15.473) (22.292)
Pension plan credits 5.743 56.696 6.146 58.013
Result from the reamesurement of previously held equity of Tablemac - - 8.512 -
Result from the sale of the farm of the company Caxuana Ltda. - - 45514 9 -
Result on sale of excess electricity 18130 - 18130 =
Reversal of Goodwill - Tablemac - - - (53.574)
Reversal of provision for tax contigencies - Plano Verao

(Government economic plan) and others 20.191 - 48.219 -
Gain (Loss) on disposal of assets and other operating income and expenses (18.226) 11.326 (4160) 9136
Total (16.102) 19.263 79.484 (36.284)

(*) net from discontinued operations

(**) Result from the sale of 5,600 hectares of land given as part of the payment for the acquisition of forests from the company Caxuana Ltda (see note 14, item ¢).
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NOTE 28 - INCOME TAX AND SOCIAL CONTRIBUTION

a) Reconciliation of income tax and so-
cial contribution expenses

The reconciliation of income and social con-
tribution tax expenses, at their nominal and
effective rates, is as follows:

Parent company
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Consolidated

12/31/2014 12/31/2013 31/12/2014 12/31/2013 @
PROFIT BEFORE INCOME TAX AND SOCIAL CONTRIBUTION 352162 705.014
Income Tax and Social Contribution at the rates of 25% and 9%, respectively (119.735) (217191) (151.326) (239.705)
Income tax and social contribution on additions and deductions from the result 157.922 98.313 99.809 ©69.195
Income from foreign investments - - 6.550 (31.978)
Interest on capital 65.529 59.661 65.529 59.661
Equity in results of investees 93.691 37.829 226 933
Other additions and exclusions (1.298) 823 27504 40.579
Income tax and social contribution on profit for the year 38.187 (NM8.878) (51.517) (170.510)
IN THE RESULTS:
Current income tax and social contribution (89.848) (73.331) (155.797)
Deferred income tax and social contribution (29.030) 21.814 (14.713)
Effective rate % 11% -19% -12% -24%

(*) net from discontinued operations
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b) Provisional Measure No. 627 convert-
ed into Law

In May 2014, this Provisional Measure was
converted into the Law No. 12,973, with ad-
justments on some measures, particularly re-
lated to the treatment of dividends, interest
on capital and evaluate investment by equity
value. Differently from the Provisional Mea-
sure No. 627, the Law No. 12,973 have not re-
quire the anticipated option of its application
for the year of 2014 as a condition for elimi-
nating tax effects related to differences re-
sulting from the application of current meth-
ods and accounting criteria and those exist-
ing in 31 December 2007 for the above items,
providing to the companies the possibility to
anticipate the effects of the standard accord-
Ing to the interests of each taxpayer.

The Company’s management has analyzed
the main impacts of the Law 12.973 and has
concluded that the anticipation of its effects
for 2014 would not bring impacts on individ-
ual and consolidated financial statements and
it was decided not to anticipate its applica-
tion for 2014 as this Law provides.
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NOTE 29 - STOCK OPTION PLAN

As provided for in the bylaws, the Com-
pany has a stock option plan, the objective
of which is to integrate executives into the
Company’s medium- and long-term develop-
ment process, enabling them to benefit from
the value that their work and dedication adds
to Duratex’s shares.

These options grant their owners the right,
pursuant to the Plan’s conditions, to sub-
scribe to common shares of Duratex’s autho-
rized capital.
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The rules and operating procedures of the
Plan are proposed by a People, Governance
and Appointing Committee designated by
the Company’'s Board of Directors. This
Committee submits proposals to the Board
of Directors regarding the implementation
of the Plan.

Options will only be granted for fiscal years
during which sufficient profits are earned to
permit the mandatory minimum dividend
distribution to shareholders. The total quan-
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tity of options to be granted during each fis-
cal year should not exceed 0.5% of the total
number of shares owned by the controlling
and non-controlling shareholders at the end
of the same fiscal year.

The exercise price payable to Duratex will be
defined by the People, Governance and Ap-
pointing Committee when granting the op-
tion. In order to define the exercise price, the
Committee will consider the average price of
Duratex’s common shares in BM&FBOVESPA
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trading sessions for a period of five to 90
days prior to the option issue date. This will
be at the discretion of the Committee, which
may make an upward or downward adjust-
ment of up to 30%. The prices established
will be readjusted, until the month prior to
the exercise of the options, based on the IGP-
M index, or, in its albbsence, an index specified
by the Committee.

2006 2007 2008 2009 2010 20M 2012 2013 2014

Total stock options granted
Exercise price on the grant date
Fair value on the grant date
Deadline to exercise

Vesting period

2.659.180 2.787.050 2.678.901
11,16 11,82 15,34

9,79 8,88 7,26

10 anos 10 anos 10 anos
1,5 ano 1,5 ano 1,5 ano

THE FOLLOWING ECONOMIC ASSUMPTIONS WERE UTILIZED TO DETERMINE THESE AMOUNTS:

2.517.951 1.333.914 1.875.322
9,86 16,33 13,02
3,98 7,04 51

8 anos 8 anos 8,5 anos
% anos % anos 3,5 anos

1.315.360 1.561.061 1.966.869
10,21 14,45 1,44
5,69 6,54 4,48

8,8 anos 8,9 anos 8,10

3,8 anos 3,9 anos 3,10 anos

2006 2007 2008 2009 2010 201 2012 2013 2014

Volatility of share price
Dividend yield

Risk-free rate of return @

Actual exercise rate

34,80% 36,60% 36,60%
2,00% 2,00% 2,00%
8,90% 7,60% 7,20%

96,63% 96,63% 96,63%

46,20% 38,50% 32,81%
2,00% 2,00% 2,00%
6,20% 710% 559%

96,63% 96,63% 96,63%

The Company settles this benefit plan by transferring shares, which are kept in treasury until the the actual exercise of the options by the executives. (1) General Market Price Index (IGP-M)

37,91% 34,13% 28,41%
2,00% 2,00% 2,00%
4,38% 3,58% 6,39%
96,63% 96,63% 96,63%
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Statement of value and appropriation of the

options granted:

Grant Date Qty Granted

03/30/2006 2.659.180
01/31/2007 2.787.050
02/13/2008 2.678.901
06/30/2009 2.517.951
04/14/2010 1.333.914
06/29/2011 1.875.322
04/09/2012 1.315.360
04/17/2013 1.561.061
02/11/2014 1.966.869
Total 18.695.608

Effective exercise rate

Value established

Vesting Date
from 06/30/2007
from 06/30/2008
from 06/30/2009

from 06/30/2012
from 12/31/2013
from 12/31/2014
from 12/31/2015
from 12/31/2016
from 12/31/2017

Term for Maturity
to 12/31/2016
to 12/31/2017
to 12/31/2018
to 12/31/2017
to 12/31/2018
to 12/31/2019
to 12/31/2020
to 12/31/2021
to 12/31/2022

1,16
11,82
15,34
9,86
16,33
13,02
10,21
14,45
11,44

53.740
1445154
1.512.330
830.467
1.420.779
1.859.377
1.287.309
1.498.804

9.907.960

Balance to be Exercised

Dec/13 * dez/14

59113
1.506.527
1.580.420
898.639
1.483.850
2.045.299
1411122
1.648.699
2163.532

12.797.201

Option Price
9,79

8,88

7,26

3,98

7,04

51

5,69

6,54

4,48
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Total Value
586

24.758
19.456
9.194
8.716
9.208
©.997
8.981
8.812
96.708
96,63%
93.448

RETURN TO SUMMARY

from 2007
to 2011

586
24758
19.456

8.447
4.45]
1.374

59.072
96,63%
57.081®

747
2.250
2.809

1.492

7.298
96,63%
7.052 @

Competence

2012 2013 2014

2.015 -
2.609 2.416
1.917 1.794
2109 2.290

- 2.062

8.650 8.562
96,63% 96,63%
8358 ® 8274 @
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Other
Periods

1.794
4.582
6.750
13.126

96,63%
12.682 ®

(1) Amount recorded against income from 2007 to 2011 (2) Amount recorded against income for 2012 (3) Amount recorded against income for 2013 (4) Amount recorded against income for 2014 (5) Amount to be recorded against income for next results (*) Includes bonus
share issue of 10% as provided in the Ordinary and Extraordinary General Meeting held on April 22, 2014

As at December 31, 2014, the Company had
2,485,759 treasury shares that could be uti-

lized for the exercise of options.
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NOTE 30 - PRIVATE
PENSION PLAN

The Company and its subsidiaries are part of
a group of sponsors of Fundacao Itadsa In-
dustrial, a non-profit organization which has
as its objective the administration of private
plans providing pensions or supplementary
income benefits, similar to those of the Na-
tional Social Security. The Fundacao manag-
es a Defined Contribution Plan and a Defined
Benefit Plan.

Defined contribution plan - (DC Plan)
This plan is offered to every employee and as
at December 31, 2014 had 6,727 participants
(6,613 as at December 31, 2013).

In the DC Plan - PAI (Individual Retirement
Plan) there is no actuarial risk, and the invest-
ment risk is borne by the participants. The
regulations stipulate sponsor contributions
of 50% to 100% of the amounts paid in by
participants.

Pension Program Fund

The contributions by sponsors that remain in
the plan as a result of participants who opted
to be paid out or who anticipated their re-
tirement formed the Pension Program Fund,
which, according to the plan’s regulations, is
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peing utilized to compensate the contribu-
tions by sponsors.

The present value of normal future contribu-
tions, calculated by Towers Watson, an inde-

= CHAPTER

pendent actuary, according to the projected
unit credit method, was recognized in the
December 31, 2014 financial statements under
“Pension Plan Credits” in the amount of R$
113,666 (R$ 107,927 as at December 31, 2013).
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The increase of R$ 5,739 was recognized in
the Statement of income under “Other net
operating income (expenses)”. Presented be-
low is the reconciliation with the recognized
amounts in the financial statements:

ASSETS AND LIABILITIES RELATING TO THE DB PLAN 12/31/2014 12/31/2013

Present value of the actuarial obligations

Fair value of assets

Assets calculated based on item 54 of CPC 33/IAS 19

Restriction on assets due to limit (item 58 of CPC 33/IAS 19)

Assets relating to DB Plan

Defined benefit Plan - (DB Plan)

The DB Plan has the basic purpose of grant-
ing benefits in the form of a lifetime monthly
income to complement National Social Secu-
rity payments, according to the plan’s regula-
tions. This plan is being discontinued, and en-
rollment by new participants is not permitted.

The plan includes the following benefits: a re-

tirement supplement, based on the period of
contribution, special conditions, age, disabil-
ity, lifetime monthly income, retirement pre-
mium, and a death benefit.

On January 28, 2013 the National Superinten-
dence of Pension Funds (Previc) approved the
revision of the Defined Benefit Plan (DB Plan)
solving the surplus and restoring the technical

(717.767) (658.130)
990.807 898.189
273.040 240.059
(159.374) (132.132)

113.666 107.927

balance of the plan. The Company recognized
this asset, which will be received in 36 install-
ments, beginning on February 2013, a total
of R$ 42,318, related to the special reserve in
the stockholders’ equity. As at December 37,
2014 the total receivable amount is R$ 18,369,
see note 8.

Presented below is the DB plan position as at
December 31, 2014:

ASSETS AND LIABILITIES RELATING TO THE DB PLAN 12/31/2014 12/31/2013

Present value of the actuarial obligations

Fair value of assets

(Liabilities) / Assets calculated based on item 54 of CPC 33/IAS 19
Restriction on assets due to limit (item 58 of CPC 33/IAS 19)

Net assets from defined benefit (Liability)

(65.468) (65.969)
121.033 133.114
55.565 67145

(35.882) (35.561)
19.683 31.584
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Actuarial assumptions

ECONOMIC ASSUMPTIONS 03/31/2014 03/31/2013

Discount rate 11,66% 12,73%
Future salary increases 7,59% 918%
Growth of benefits 520% 6,00%
Inflation 520% 6,00%
Capacity factor

Salaries 100% 100%

Benefits 100% 100%
Mortality Table AT - 2000 AT - 2000
Mortality table for desabled RRB 1983 RRB 1983
Table of entry into disability Modified RRB 1944 Modified RRB 1944
Turnover table Null Null
Retirement age First age entitled to one of the benefits First age entitled to one of the benefits
% of participation of married active participants on
retirement date 95% 95%
Age difference between participant and spouse Wives are 4 years younger than husbands Esposas sao 4 anos mais jovens gue maridos

Actuarial method Projected Unit Credit Projected Unit Credit
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NOTE 31 - EARNINGS PER SHARE

(a) Basic (b) Diluted

The basic earnings per share are calculated erage number of common shares outstanding  Diluted earnings per share are calculated by  conversion of all potential diluted common
by dividing the net income attributable to the  during the period, excluding common shares  adjusting the weighted average number of shares resulting from the Stock Option Plan:
Company’s stockholders by the weighted av-  purchased by the Company as treasury shares. common shares outstanding, assuming the

Weighted average number of common shares issued (In thousands) 650.439 591.308 Earnings attributable to the Company's stockholders 390.349 519.920
Weighted average of treasury shares (In thousands) (2.363) (1104) Weighted average number of common shares issued (In thousands) 650.439 591.308
Weighted average number of common shares outstanding (In thousands) 648.076 590.204 Call options for shares/ debentures convertible into shares 20.548 17.659
Lucro basico por acdo 0.6023 0,8809 Weighted average of treasury shares (In thousands) (2.363) (1104)

Weighted average number of diluted common shares outstanding and call
options for shares plus debentures (In thousands) 668.625 607.863

Diluted earnings per share 0,5838 0,8553
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NOTE 32 - INFORMATION ON
BUSINESS SEGMENTS

Management defines the Company’s oper-
ating segments as the areas which report to
the Board of Directors in order for the Board
to make strategic decisions.
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The Board analyzes the business based on
two main segments: the Wood Division and
the Deca Division. The segments presented
in the financial statements are strategic busi-
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ness units that provide different goods and
services. There are no sales between the
segments.

12/31/2014 12/31/2015
Wood Consolidated Wood Consolidated ¢

NET SALES REVENUE PACTARSICKS 1.342.614 3.984.507 2.505.914 1.366.791 3.872.705

Domestic market 2.266.749 1.310.995 3.577.744 2.382.404 1.335.962 3.718.366
Foreign market 375144 31.619 406.763 123.510 30.829 154.339
Variation in the fair value of the biological assets 221135 = 221135 191.519 = 191.519
Cost of goods sold (1.559.791) (858.451) (2.418.242)  (1.308.496) (778.655) (2.087151)
Depreciation, amortization and depletion (316.402) (73.205) (389.607) (256.781) (58.537) (315.318)
Depletion of adjustment in the biological assets (180.604) - (180.604) (218.088) (218.088)
Selling expenses (303.636) (220.582) (524.218) (244.693) (201123) (445.816)
Administrative and general expenses (71.582) (64.452) (136.034) (63.273) (64.625) (127.898)
Management expenses (10.806) (6.062) (16.868) (9.321) (5112) (14.433)
Other operating income (expenses) 75.519 3.965 79.484 (59.485) 23.201 (36.284)
Equity in the results of investees 2.743 2.743

OPERATING INCOME BEFORE FINANCIAL RESULT 496.392 123.827 620.219 540.039 281.940 SPARSYAC)

(*) net from discontinued operations
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These operating segments have been defined
based on the reports used for decision mak-
ing by the Supervisory Board. The account-
ing policies of each segment are the same as
described in Note 2.

The Company has a customer portfolio
sprayed with no revenue concentration.
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INDEPENDENT ASSURANCE
STATEMENT BUREAU VERITAS
CERTIFICATION

INTRODUCTION

Bureau Veritas Certification Brazil (Bureau Veritas) was en-
gaged by Duratex S.A. (Duratex), to conduct an independent
assessment of its Annual Sustainability Report (hereinafter
referred to as the Report), encompassing assessment of the
content, quality, and boundaries of same with regard to the
year 2014.

The information published in the Report is the sole responsi-
bility of Duratex management. Our responsibility was to pro-
vide independent verification, in accordance with the scope of
work defined below.

SCOPE OF WORK

A limited level of assurance (ISAE 3000") was provided and
conducted according to the Guidelines and Principles? of the
Global Reporting Initiative GRI-G4 (2013).

The main objective of a Limited assurance is to assess the abil-
ity of the organization to prepare a Report that adheres to the
Principles of the GRI and does not prioritize the assessment of

internal control mechanisms.

1 ISAE 3000: International Standard on Assurance Engagements

2 Materiality, Stakeholder Inclusiveness, Sustainability Context, Completeness, Balance,
Comparability, Accuracy, Periodicity, Clarity, and Reliability
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Excluded from the scope of this work was any assessment of

information relating to:

® Activities outside the defined assessment period;

® Statements of position (expressions of opinion, beliefs, go-
als, or future intentions) on the part of Duratex;

® Economic and financial information contained in this Report
which has been taken from financial statements verified by
independent financial auditors.

METHODOLOGY

The Assurancecovered the following activities:

1. Interviews with the personnel responsible for material issues
and Report content;

2. Analysis of documentary evidence provided by Duratex in
relation to the reporting period (2014);

3. Verification of performance data relating to the principles that
ensure the quality of the information, pursuant to the GRI-G4;

4. Review of Duratexinternalsystems for data aggregation;
5. Visits to the following sites: LoucasJundiai | e MetaisJundiai

- Jundiai/SP, PainéisAgudos - Agudos/SP and Head Office
- Sdo Paulo/SP.
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6. Desk review of Duratex stakeholder engagement activities.

OUR FINDINGS

® Duratex elaborated the Report pursuant to the GRI-G4 Principles;

® The boundaries of the Report were clearly defined by Duratex;

® Duratex conducted analyses of Materiality in the period
from 2010 to 2013, organizing panels and meetings with di-
fferent internal and external stakeholders, which resulted in
a Materiality Matrix.These studies and their results adhere to
the methodology described in the GRI-G4 Guidelines;

® Duratex uses a system of spreadsheets for collecting data
and information from its operational units.In the course of
our visits in the field we evidenced the existence of systems
for the management of information that generate reliable
data for the elaboration of the Report;

® The Report presents information about the evaluation of
the impacts of Duratex’s finished products on health and
safety (PR1 indicator). However, we did not evidence the
percentage of products (or their categories) for which these
evaluations are applied;

® The Report provides information about the labeling of pro-
ducts in the light of the legal requirements applicable to
the company (PR3 indicator). The percentage of products
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(or their categories) to which Duratex’s labeling procedures
were applied encompassing the following information were
not presented:outsourcing of product’s components, con-
tent (mainly content associated with hazardous substan-
ces), safe use and final disposition of end products;

® \Vith regard to Duratex’s remuneration policies, we eviden-
ced limited information regarding the highest governance
body and the executives of the organization, in light of the
General Standard Content G4-571;

® |n the course of our verification the inconsistencies identi-
fied in the Report regarding one or more principles of the
GRI-G4 were satisfactorily revised

OPPORTUNITIES OF IMPROVEMENT
FOR THE NEX REPORTING CICLE

® |ntensify the internal analyses concerning the assessment
of health, safety and labeling of end products, in order to
achieve more assertiveness about the percentage of pro-
ducts or their categories to which these evaluations apply,
pursuant to the PR1 and PR3 indicators;

® mprove information regarding Duratex’s remuneration po-
licies applied to the highest governance body and the exe-
cutives of the organization, as far as the General Standard
Content G4-51is concerned.
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CONCLUSION

As a result of our Assurance nothing has come to our atten-
tion that would indicate that:

® The information presented in the Report is not balanced,
consistent and reliable;

® Duratex has not established appropriate systems for the
collection, aggregation and analysis of quantitative and
gualitative data used in the Report;

® The Report is not in accordance to the GRI-G4 option
Comprehensive.

DECLARATION OF INDEPENDENCE

AND IMPARTIALITY

Bureau Veritas Certification is an independent professional
services firm specializing in Quality, Health, Safety, Socialand
Environmental Management, with more than 180 years’ experi-

ence in independent assessment.

No member of the assessment team has any commercial links
with Duratex. We performed this assessment independently
and understand that there was no conflict of interest.

Bureau Veritas has implemented a Code of Ethics throughout
its business, in order to preserve high ethical standards among
its staff in the performing of their activities.
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At the end of the assessment, a detailed report was drawn
up, showing all the topics verified, any deviations found, cor-
rective action taken and opportunities for improvement. This
Report ensures the traceability of the process and is kept as a
Bureau Veritas management system record.

CONTACT

Bureau Veritas Certification is available for further clarification

by telephone (55 11) 2655-9000.

Sao Paulo, Brazil, April 2015.

ey

Alexander Vervuurt
Lead Auditor; Assurance Sustainability Reports (ASR)

Bureau Veritas Certification - Brazil
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For the eighth year running Duratex is publishing its Annual and

Sustainability Report in accordance with the directives of the Global
Reporting Initiative (GRI), under the Comprehensive option, with
information from the period from January 1to December 31, 2014,
following the recommendations and principles of the G4 indicator
version, launched globally 2013. This represents an advance on the
model used by the Company, being the second year that the report
is using the new methodology. G4-28; G4-29; G4-30; G4-32

The adoption of the G4 directives is in line with Duratex’s strategy
of considering aspects of sustainability in all its strategic decisions
and maintaining its commitment to transparency and open dia-

logue with all its stakeholders

The compilation of this report involved consultation with the main
executives and the Chairman of the Board, who provided their
perspective on the content. The document represented an evolu-
tion in the Company's governance, with its content being validat-
ed by the Sustainability Committee, contributing to the adhesion
to level G4 and the Integrated Report directives adopted in this
report. G4-48

The financial data are presented in accordance with Financial
Reporting Standards (IFRS) and the Brazilian accounting stan-
dards currently in force. Both the financial statements, as well as
the GRI indicators, have had their content affirmed by the audit-
ing firm Bureau Veritas. G4-17; G4-33

MATERIALITY

The content presented in Duratex’s Annual and Sustainability Report
is in line with the Sustainability Platform, the document that formalis-
es the Company's strategic planning for the next few years. Revised
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in 2014 to bring it in line with Duratex's 2020 strategic plan, the con-
tent of the platform is split into three basic key elements: dialogue
and relationships; environmental management and performance; and

transparency and responsibility within the businesses.

The programs and initiatives associated with each element are
divided into seven priority themes, defined with the objective of
concentrating efforts on projects assessed as being of the great-
est importance for the integration of sustainability throughout the
Company's management.

The focus is to act in a unified and transverse manner in all the busi-
ness units in Brazil, so that all the results can be monitored in a more
consistent and integrated form. G4-18; G4-20; G4-21

Duratex began the process of building its materiality matrix in 2010,
following its First Stakeholder Meeting - the most recent meeting of
the specialist panel took place in 2013, and with employees, in 2012
-, in addition to interviews with members of top management and
strategic public audiences. G4-24; G4-25; G4-26

The themes defined as being material for Duratex in the construction
of its Sustainability Platform are described below.

Staff (internal public)

Quality of relationships (with a focus on suppliers, customers,
communities and specialists)

Efficient use of natural and energy resources

Product quality and impact

Residue and emission management

Conservation and biodiversity

Integration of socio-environmental criteria as part of manage-
ment and this report

In the cross-referencing of the strategic themes with aspects de-
fined in the GRI G4 model, Duratex, as a function of the diversity
of the Company's businesses and operations, and operations, it
was identified that all the aspects were considered to be impor-
tant, with the exception of: rights and traditions of indigenous
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people (the units are not located in areas that are indigenous or
have indigenous traditions), safety practices, unfair competition
and customer privacy.

These aspects do not share any convergence with the material

Materiality G4-19; G4-20; G4-21
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themes defined within the scope of the Sustainability Platform. The
materiality analysis considered the impacts and characteristics of
the Company's business divisions, its units, its public audiences (in-
ternal and external) and products. In this way it was concluded that
Duratex does not have any units located in indigenous or tradition-
al areas or activities of priority critical risk associated with themes
not included in the materiality matrix. G4-19; G4-27

Fronts Sl GRI Aspects Stakeholders
themes

Dialo-
gue and
relation-
-ships

Staff

Employment

Labour relations

Occupational health and safety

Training and education

Equality and diversity of opportunity

Equality of remuneration between men
and women

Grievance and complaint mechanisms
related to labour practices

Safety practices

Freedom of association and right to
collective bargaining

Non-discrimination

Investment (category: Social; subcate-
gory: Human Rights)

Grievance and complaints mechanisms
related to human rights

The fight against corruption

Grievance and complaints mechanisms
related to environmental impacts

Presence in the market

Top manage-
ment, em-
ployees and
leaders

Quality of
relation-
-ships

Assessment of suppliers in terms of
labour practices

Child labour

Forced labour or labour equivalent to
slavery

Assessment of suppliers in terms of
human rights

Evaluation (category: Social; subcate-
gory: Human Rights)

Investment (category: Social; subcate-
gory: Human Rights)

Local communities

Public policies

Unfair competition

Compliance

Assessment of suppliers in terms of
their impact on society

Grievance and complaints mechanisms
related to impacts on society

Environmental assessment of suppliers

Mechanisms for grievances and
complaints

Transport

Customer health and safety

Communication and marketing

Client privacy

Indirect economic impacts

Buying practices

Customers,
communi-
ties, spe-
cialists and
suppliers

[ENES
Materials
Efficient Energy
;JeSSeO?JT’CeS Water Employees
) and energy General (category: environmental) sup%ligrs '
Environ- Compliance (category: environmental) consumeyrs
-mental Effluents and residues customers,
manage- |Manage- Emissions the commu-
;r:gnt -ment General (category: environmental) nity, specia-
of resi- list, gover-
perform- |ques and | 1r@nsport : e and
-ance emissions | Compliance (category: environmental) regulatory
Economic performance bodies
Conserva- Biodiversity
tion and General (category: environmental)
biodiversity | Compliance (category: environmental)
Customer health and safety
Products and services
Quality and | Communication and marketing
impact of | Client privacy
Trans- products Compliance (c_:a_t_egory: Social; subcate- EmpIdees,
parency gory: responsibility for the product) suppliers,
and Labelling of products and services consumers,
respons- |Social and |Compliance (category: environmental) custqn;etrs,
-ibility in jenviron- Economic performance ;%?/Zlfn‘nsq;ﬁts
the busi- |-mental Presence in the market and regula-
-nesses |n;|u;|oh , — fory bodies
criteria in Indirect economic impacts
manage-
-ment The fight against corruption
and in this ] ]
report Buying practices
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GEOGRAPHICAL LOCATION
OF MATERIAL ASPECTS

A description of the geographical location of the mate-
rial GRI aspects and their relationship with the princi-
pal public audiences is presented below. The majority
of the GRI aspects that converge with Duratex's mate-
rial themes are geographically related to the locations
where the Company has its operations and units. The
geographical location of Duratex's units is shown in the
Profile chapter of this report, and the relationship of the
material aspects and the Company's stakeholders is con-
tained in the "Materiality” table, on page 161.

However, the evaluation of the impacts of the Company's
activities is a continuous process, which will be perfect-
ed from 2015 with the implementation of the Company’s
new Social Responsibility Policy, reviewed in 2015, which
defines criteria and directives for the engagement of in-
terested parties (the policy may be accessed on the fol-

In general, the material aspects related to the People theme (which
covers the internal public audiences - employees, top management
and leaders), such as employment, occupational health and safety,
training and education, diversity and equality of opportunity, equality
of remuneration between men and women and labour relations, free-
dom of association and collective bargaining, grievance and com-
plaints mechanisms referring to labour practices, safety practices,
among others (the relationship of all these aspects is described in
the "materiality” table on page 161), are geographically related to Du-
ratex's operational units and its central offices, in Sdo Paulo. Dura-
tex has around 11,000 employees in 15 industrial units, located in the
states of Sdo Paulo, Minas Gerais, Pernambuco, Paraiba, Rio Grande
do Sul, Rio de Janeiro and Santa Catarina (see location map of the
Company's units in the Profile chapter). The Company also has four
plants in Colombia. Furthermore, it has commercial and sales opera-
tions through its offices in the United States and Europe- the subsid-
iaries Duratex North America and Duratex Europe N.V.
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In the same way, environmental aspects, the impact of which is local,
related to the themes - Efficient use of resources and energy, Man-
agement of residues and emissions and Biodiversity conservation -
are also largely related to the municipalities in which the Company's
plants and forests are located. The aspects are: Compliance (catego-
ry: Environmental); General (category: Environmental); Materials; En-
ergy; Water; Emissions; Transport; Residues; and Effluents.

The bio-diversity aspect has a strong correlation with the presence of
the forestry areas, amounting to around 272,000 hectares, including
land owned, leased and incentivised, and forests and in conservation
areas, distributed across the states of Sao Paulo, Minas Gerais and
Rio Grande do Sul, 87% carrying certification from the Forest Stew-
ardship Council® (FSC®).

The Emissions aspect, in addition to the local impact, related to
production units and transport routes for products and materi-
als (including the transport aspect), are related to the question
of global warming, with the effects on society and the planet
as a whole, in a wide-reaching manner. As an organisation, Du-
ratex's carries out an inventory of its greenhouse gas emissions
and for direct emissions (Scope 1), it sets itself absolute reduc-
tion targets.

The Water aspect, in addition to the direct relationship with
the operation units and their locations (see map with the lo-
cation of the Company'’s units, in the Profile chapter) and with
the Central Offices - located in the municipality of Sdo Pau-
lo, a region that is suffering from a water supply crisis - is
related to its hydro-graphic basins, listed below: the Jundiaf
River hydro-graphic basin; Penha-Pinheiros hydro-graphic ba-
sin; Baixo Itapetininga hydro-graphic basin; Pardo River hydro-
graphic basin; Bauru River hydro-graphic basin; Uberaba River
hydro-graphic basin; Rio Gramame hydro-graphic basin; Bacia
the hydro-graphic basin of the Group of Small Coastal Riv-
ers 2 (GL2); the Sinos River hydro-graphic basin; Taquari-An-
tas hydro-graphic basin; and the Paraiba do Sul River hydro-
graphic basin-compartment CP3-PS-A.
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Aspects related to the Company's suppliers, which converge
on the Quality of Relationships and Inclusion of social and en-
vironmental criteria in management and reporting (see details
in the "Materiality” table on page 167), such as the evaluation of
suppliers' labour practices, with respect to child labour force or
labour equivalent to slavery, evaluation of suppliers on human
rights, evaluation of suppliers’ impacts on society, environmen-
tal evaluation of suppliers, indirect economic impacts, economic
performance and buying practices, are related, geographically -
in addition to the areas where the operational and central office
units are located - to municipalities where the Company's main
suppliers are located, in the states of S&ao Paulo, Minas Gerais,
Parana, Rio Grane do Sul, Goias, Pernambuco, Rio de Janeiro,
Bahia, Santa Catarina, Sergipe and Paraiba. In addition to a na-
tional presence, these aspects also relate to suppliers located in
Germany, Italy, Spain, China and Chile.

The surrounding communities also relate geographically to lo-
cations where the Company has a presence (see map with lo-
cation of the Company'’s units, in the profile chapter). Material
aspects related to this public audience include Local Commu-
nities, Public Policies and Investment (category: Social; subcat-
egory: human rights). Also, aspects such as indirect economic
impacts, economic performance, market presence (related to
themes such as quality of relationships, people, and inclusion of
social and environmental criteria in management and reporting)
are also related geographically through the presence of Dura-
tex's operational units, as described above.

Aspects related to the Government and Society public audiences,
such as the Fight against Corruption, Indirect Economic Impacts,
Market Presence, Economic Performance, Compliance, Evaluation
and Investment (category: Social; subcategory: human rights),
Public Policies, Mechanisms for Dealing with Grievances and Com-
plaints with Respect to Impact on Society and Environmental Im-
pacts and Unfair Competition are related, geographically, to the
respective public spheres in the municipalities and states where
the Company has its operations (see map of the location of the
Company’s units, in the Profile chapter), and the Federal Capital.
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Duratex’s products are sold throughout Brazilian national ter-
ritory, and in more than 35 countries, located in Europe, Lat-
in America and North America, and relate to aspects such as
Customer Health and Safety, Communication and Marketing,
Customer Privacy, Compliance, Products and Services, and La-
belling of Products and Services. In the Wood Division, the ma-
jority of the volume sold is concentrated in the furniture cen-
tres of Arapongas (PR), Bento Goncalves (RS), Uba (MG) and
the Greater S&do Paulo Region (SP).


http://www.duratex.com.br/sustentabilidade/pt/downloads/Politica_de_Responsabilidade_Social.pdf
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Standard General content
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griicon

External verification

Strategy and analysis

Material aspects identified and limits

G4-1 Message from the President 4:5.6;,7 No, 159
G4-2 Description of principal impacts, risks and opportunities 4:5;,6;,7; 24 Yes, 159
Organizational Profile
G4-3 Name of organisation 9 Yes, 159
G4-4 Principal brand names, products and/or services 9: 1 Yes, 159
G4-5 Location of the organisation’'s headquarters 9 Yes, 159
G4-6 Countries in which are located the principal operating units, or the most significant in terms of sustainability aspects 6 11 Ves. 159
for this report ' '
G4-7 Type and legal nature of ownership 9 Yes, 159
G4-8 Markets in which the organisation operates 9 Yes, 159
G4-9 Size of the organisation 2.9 Yes, 159
G4-10 Employee profile* 9:.56;, 57,77 Yes, 159
100% of the employees are covered by collective wage bargaining agreements. The Company manages and con-
trols, through its payroll, union, federal and assistance contributions, whether they be to the most predominating or
G4-11 Percentage of employees covered by collective wage bargaining agreements* that of the particular work category. Duratex, in its Code of Ethics and Conduct (PG13) Duratex's expresses its res- Yes, 159
pect for political and labour rights of employees, including the right to collective bargaining and Freedom Associa-
tion with political parties and unions.
G4-12 Description of the supply chain of the organisation 66 Yes, 159
G4-13 Significant changes in relation to size, structure, shareholder participation and chain of suppliers There were r_\o a.lfteratlc_)ns N the current units or_acqwsﬁ:!ons of cpmpames during the period which could Yes, 159
generate a significant impact on the supply chain. More information on page 10.
G4-14 Description of how the organisation approaches the subject of principal of precaution 23 Yes, 159
G4-15 Letters, principles or other initiatives developed externally 22; 40; 55 Yes, 159
G4-16 Participation in associations and organisations 27 Yes, 159

Engagement of stakeholders

G4-17 Entities included in the consolidated financial statements and entities not covered by this report 9 161 Yes, 159
G4-18 Process of defining the report content 161 Yes, 159
G4-19 List of material themes 161 Yes, 159
G4-20 Limit, within the organisation, of each material aspect 161 Yes, 159
G4-21 Limit, outside the organisation, of each material aspect 161 Yes, 159
G4-22 Reformulation of information provided in previous reports For sustainability aspects, there has been no significant reformulation. Yes, 159
G4-23 Significant alterations to scope and limits of material aspects, in relation to previous reports For sustainability aspects, there has been no significant reformulation. Yes, 159

Report profile

G4-24 List of stakeholder groups engaged by the organisation 161 Yes, 159
G4-25 Base used for the identification and selection of stakeholders for engagement 161 Yes, 159
G4-26 Approach used to involve stakeholders 161 Yes, 159
G4-27 Principal topics and concerns raised during engagement, by stakeholder group 161 Yes, 159

G4-28 Period covered by the report 161 Yes, 159
G4-29 Date of the most recent previous report 161 Yes, 159
G4-30 Report publishing cycle 161 Yes, 159

*These indicators are part of UNGC - Connection with the Ten Principles of the United Nations Global Compact.

Obs.: In 2014, there were no omissions in the responses to any indicators .
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Standard General content Page/response External verification

G4-31 Contact for questions with respect to the report or its content Yes, 159
G4-32 Option for the application of directives and location of the GRI table 161 Yes, 159
Governance
G4-33 Current policy and practice with respect to external verification of the report 161 Yes, 159
G4-34 Structure of the organisation’'s governance 19 Yes, 159
G4-35 Delegation process of the highest body of governance for economic, environmental and social topics 21 Yes, 159
G4-36 Executive posts and functions responsible for economic, environmental and social topics 21; 33 Yes, 159
G4-37 Consultation processes between stakeholders and the highest governance body of the organisation with respect 23 Ves. 159
economic, environmental and social topics ’
G4-38 Make-up of the highest body of governance and its committees 19; 20 Yes, 159
G4-39 President of the highest governance body 20 Yes, 159
G4-40 Selection criteria and nomination processes for the highest governance body and its committees 19 Yes, 159
G4-41 Processes for the prevention and management of conflicts of interest 22: 26 Yes, 159
G4-42 Role of the highest governance body and executives in the definition of policies and targets or the management of o1 Yes. 159
impacts '
G4-43 Measures taken to improve the knowledge of the highest governance body with respect economic, environmental 51 Ves. 159
and social topics :
G4-44 Processes for performance self-evaluation of the highest governance body 20; 26 Yes, 159
G4-45 Responsibilities for the implementation of economic, environmental and social policies 23: 33 Yes, 159
G4-46 Role of governance in the analysis of the efficiency of the organisation’s risk management processes, for economic, 53 Ves. 159
environmental and social themes '
G4-47 Freguency with which the highest governance body analyses impacts, risks and opportunities 23 Yes, 159
G4-48 The highest governance body responsible for formal approval of the sustainability report, guaranteeing the coverage 161 Ves. 159
of all material aspects ’
G4-49 Process adopted to communicate concerns and criticisms of the highest governance body 21; 26; 28 Yes, 159
G4-5A0 Nature and total number of concerns and criticisms communicated to the highest governance body and 28: 61: 62: 67 Yes, 159
solutions adopted
G4-51 Relationship between remuneration and performance of the organisation, including social and environmental aspects |36 Yes, 159
G4-52 Participation of consultants (internal and independent), in the determination of remuneration 63 Yes, 159

Not material. The subject of remuneration was identified as being of no significance in materiality tests carried

out at public stakeholder meetings (link to RAS 2010 -Materiality Matrix: http:/www.duratex.com.br/RAO/2010/

) . . . L L . port/download/Duratex_2010, pdf, p. 3 e 4). Additionally, the remuneration amounts proposed for managers

G4-53 Consultations with stakeholders about remuneration and its application in the organization’s policies and Board Members, and which are annually brought to the knowledge of. and subject to deliberation at, the Yes, 159

Shareholders Meeting (link to summary of Board of Directors meeting minutes, held on March 21, 2013-http:/

www.duratex.com. br/ri/pt/Download/1424 DUR 2013-03-21 RCA (FOR).pdf).
G4-54 Proportional relationship between the highest salary and the general average salary of the organisation, by country |62 Yes, 159
G4-55 Proportional relationship between the salary increase of the highest paid and the average salary increase of the or- 64 Ves 159
ganisation, by country '
G4-56 Values, principles, standards and norms of the organisation's behaviour 1. 22; 58 Yes, 159
G4-57 Internal and external mechanisms for providing guidelines on ethics and compliance 22; 28 Yes, 159
G4-58 Internal and external mechanisms for the communication of concerns with regard to non-ethical behaviour 21; 28 Yes, 159

*These indicators are part of UNGC - Connection with the Ten Principles of the United Nations Global Compact

Obs.: In 2014, there were no omissions in the responses to any indicators ..
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SPECIFIC CONTENT

Economic category

Material aspects DMAs and indicators Page/response m
verification

Economic performance G4-DMA Form of management 24 26 No
G4-EC1 Direct economic value generated and distributed 30;72 Yes, 159
G4-EC2 Financial implications and other risks and opportunities arising as a result of climate 24: 26 Yes, 159
change
G4-EC3 Coverage of obligations within the Company pension plan 63 Yes, 159
G4-EC4 Significant financial assistance received from government 30 No
Presence in the market G4-DMA Form of management 62 No
G4-EC5 Proportion between the lowest salary of the organisation and the local salary, by gender |64 Yes, 159
G4-EC6 Local hiring 63 Yes, 159
Indirect economic impacts G4-DMA Form of management 68; 69 No
G4-EC7 Impact of investments in infrastructure offered for the public benefit 69 No
G4-EC8 Description of significant indirect economic impacts In 2014, The Company did not register any indirect economic impact. No
Buying practices G4-DMA Form of management 67 No
G4-EC9 Policies, practices and proportion of expenditure with local suppliers 67 Yes, 159

Environmental categor

Material aspects DMAs and indicators Page/response Omissions External
verification
Materiais G4-DMA Form of management 36 No
G4-EN1 Materials used, broken down by weight or volume * 52: 76 No
G4-EN2 Percentage of materials used that come from recycling * 52 No
Energy G4-DMA Form of management 306; 37; 42: 48 No
G4-EN3 Energy consumption within the organisation® 48; 49; 75 Yes, 159
G4-EN4 Energy consumption outside the organisation® 48 No
G4-ENS5 Energy intensity* 49 No
G4-EN6 Reduction in energy consumption * 48 Yes, 159
G4-EN7 Reduction in the energy requirements of products and services * 37 Yes, 159
Water G4-DMA Form of management 42: 46; 47,73 No
G4-EN8 Total water drawn off, by by source* 4773 Yes, 159
G4-EN9 Water sources significantly affected by the drawing off of water * 46; 4773 No
G4-EN10 Percentage and total volume of water recycled and reused * 47; 74 Yes, 159
Bio-diversity G4-DMA Form of management 40; 43; 44 45 No
G4-ENT11 Location and size of area owned* 44; 74 Yes, 159
G4-EN12 Significant impacts on biodiversity from activities, products and services * Duratex identified among its two main business areas, the Deca and Wood Divisions, that Yes, 159
the potential for possible significant impacts on biodiversity would be concentrated in the
forestry activities. For this area, a series of initiatives have been defined, the reports of whi-
ch are covered on pages 40 and 43.
G4-EN13 Protected or restored habitats* 43; 45 Yes, 159
G4-EN14 Total number of species included on the IUCN red list and and other conservation lists* |44; 75 Yes, 159

*These indicators are part of UNGC - Connection with the Ten Principles of the United Nations Global Compact.

Obs.: In 2014, there were no omissions in the responses to any indicators .
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G4-DMA Form of management
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G4-EN15 Direct greenhouse gas emissions * Duratex carries out direct measurement of the fuel consumption of its activities. For mo- No
ving sources, it considers equipment maintenance reports. For fertilisers, it uses direct
measurement of synthetic fertiliser volume used and estimates for the quantity of nitro-
gen in residues from the forestry plantation, returned to the soil. More information on
pages 51 and 75
G4-EN16 Indirect greenhouse gas emissions resulting from the purchase of energy or electric 51 No
power *
G4-EN17 Other indirect greenhouse gas emissions * Indirect emissions are based on fuel consumption estimates for transport carried out by third No
parties, based on kilometrage travelled. For the residues, weighing is carried out of volumes
sent to treatment companies and end-destinations. For the fuel consumption of equipment
operated by third parties, operational efficiency figures and equipment hours operated are
used. For business travel, information is used from reports provided by travel agencies that
work with Duratex. There has been an adjustment in methodology and data source collec-
tion for the transfer of production between plants. More information on pages 51 and 75.
G4-EN18 Intensity of greenhouse gas emissions * 51 No
G4-EN19 Reduction in greenhouse gas emissions* 50 Yes, 159
G4-EN20 Emission of substances harmful to the ozone layer * 51 No
G4-EN21 Emissions of NOx, SOx and other significant atmospheric emissions* 51 No
Effluents and residues G4-DMA Form of management 42; 49 No
G4-EN22 Total water disposed of, broken down by quality and destination * 48; 75 Yes, 159
G4-EN23 Total weight of residues, broken down by type and method of disposal* 42:49; 76 Yes, 159
Effluents and residues G4-EN24 Total number and volume of significant spillages * In 2012 there were no spillages. In 2013 there was a spillage, in the town of Itapetininga (SP), No
of 5 m*® water used for washing wood, causing an impact on the water body, temporarily
altering its colouration, but with low significant effect. In 2014, there was also a spillage in the
same town, of 120 m? of water, from the industrial washing of wood, contained with in the
Company's areas, in the retention galleries. This water did not contain additional chemical
products. It is estimated that at least 1 m?® reached the water body. The impact, in turn, was
visual, with an alteration in water colouration in a small stretch of the watercourse. No fish
died as a conseguence.
G4-EN25 Peso de residuos transportados, importados, exportados ou tratados considerados 49 No
perigosos nos termos da Convencdo da Basileia, anexos I, II, Il e VIII, e percentual de carrega-
mentos de residuos transportados internacionalmente
G4-EN26 Identificac&o, tamanho, status de protecdo e valor da biodiversidade de corpos d'agua |Forestry: there was no effluent discharge in water sources. In addition to this, tech- No
e habitats relacionados significativamente afetados por descargas e drenagem de dgua realiza- |nigues such as minimum cultivation ensure that forestry management activities have
dos pela organizacao the lowest possible impact on water bodies.
The Deca and Panel Divisions: fulfil all the legal requirements with respect to the
discharge of water and the draining of their operations. There is no record of any
discharge of water which has significantly affected any water body.
Products and services G4-DMA Form of management 37 No
G4-EN27 Initiatives to mitigate environmental impacts * 37 No
G4-EN28 Percentage of products and packaging recovered, by product category * 38 No

*These indicators are part of UNGC - Connection with the Ten Principles of the United Nations Global Compact.

Obs.: In 2014, there were no omissions in the responses to any indicators .
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G4-EN29 Value of fines and total number of sanctions and penalties resulting from non-compliance Duratex did not suffer from any administrative or judicial sanctions for failure to comply No
with laws* with laws or environmental regulations which have resulted in the application of sanctions
or significant fines with respect to declarations, conventions, international treaties, and
national, sub-national regional or local regulations, nor any voluntary environmental agre-
ements with regulatory agencies or lawsuits brought against the organisation by interna-
tional arbitrage mechanisms, there are therefore having been no fines of significant mone-
tary value. With respect to non-monetary sanctions, the company received two warnings,
one to take remedial measures with respect to the emission of noise from the Company's
unit located in Sdo Paulo and the other, to take measures to reduce its atmospheric emis-
sions from the Company's unit in Agudos. The company presented a response, demons-
trating its reasons and the measures taken to conform with the legislation in force in both
cases, and is awaiting a report from the environmental authority.
Transport G4-DMA Form of management 53 No
G4-EN30 Significant environmental impacts with respect to the transport of products and employees* |53 Yes, 159
General G4-DMA Form of management 40 No
G4-EN31 Total investment and expenditure on environmental protection * 40; 41 Yes, 159
Environmental evaluation of |G4-DMA Form of management 65 No
suppliers G4-EN32 Percentage of new suppliers selected based on environmental criteria * 66 No
G4-EN33 Significant negative environmental impacts, both real and potential, in the supply chain * 66 No
Mechanisms for dealing with |G4-DMA Form of management 55 No
grievances and complaints G4-EN34 Number of complaints related to environmental impacts * 55 Yes, 159

with respect to environmen-
tal impacts
Social categor
Material aspects

- labour practices and decent work

DMAs and indicators

Omissions

Page/response

External
verification

Employment G4-DMA Form of management 63 No
G4-LA1 Total number, rate of firing and employees 57: 77 No
G4-LA2 Comparison between the benefits of full time and temporary employees 63 No
G4-LA3 Rates of return to work, and retention of the maternity/paternity leave 64 No
Labour relations G4-DMA Form of management 168 No
G4-LA4 Minimum advance notice period required for operational changes* Duratex takes care to inform its employees in advance before carrying out changes Yes, 159
to operational procedures, though neither procedure nor any formal advance period
form part of any collective employment agreement. Advance publication of informa-
tion to employees is dealt with in each case, in isolation.
Operational health and safety |G4-DMA Form of management 59 No
G4-LAS Percentage of employees represented on health and safety committees In 2014, 94.48% of employees had representation on formal health and Yes, 159
safety committees.
G4-LAG6 Rate of lesions, occupational diseases, days lost 59 Yes, 159
Operational health and safety |G4-LA7 Employees with a high incidence or high risk of diseases related to their occupation 59 Yes, 159
G4-LA8 Themes related to health and safety covered by the union agreements 61 No
Training and education G4-DMA Form of management 58 No
G4-LA9 Average hours of training, per year 58; 78 Yes, 159
G4-LA10 Programs for skill management and continuous learning 58; 78 No
G4-LA11 Percentage of employees that receive performance analysis 58; 66 Yes, 159

*These indicators are part of UNGC - Connection with the Ten Principles of the United Nations Global Compact.

Obs.: In 2014, there were no omissions in the responses to any indicators .
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Material aspects DMAs and indicators Page/response m
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practices
Social category - human rights

Material aspects

Diversity and equality of G4-DMA Form of management 34, 62

opportunity G4-LA12 Composition of groups responsible for governance and discrimination of employees, by |22; 78 Yes, 159
work category

Equality of remuneration be- |G4-DMA Form of management 62 No

tween men and women G4-LA13 Proportion of salary base, between men and women, by functional category and signifi- |62; 64; 80 Yes, 159
cant operational unit

Evaluation of suppliers with |G4-DMA Form of management 65 No

respect to labour practices G4-LA14 Percentage of new suppliers selected based on criteria relating to labour practices * 66 No
G4-LA15 Significant negative impact, real and potential, or labour practices in the supply chain * 66 No

Mechanisms for dealing with |G4-DMA Form of management ol No

complaints related to labour |G4-LA16 Number of complaints related to labour practices reported through formal mechanisms |61 No

DMAs and indicators Page/response External
verification

policies and procedures, considering that all the units of relevant relations. In 2014
Duratex offered training to 18 employees on joining the Company, with a presentation
on the Code of Ethics and Conduct, which covers subjects related to human rights.
This indicator is considering the number of staff that have been trained in human
rights policies or procedures, as a proportion of total employees. However, 100% of
safety staff hired (18 hired) in 2014 were trained. It is the responsibility of the outsour-
ced company to ensure the training of outsourced staff.

Investments G4-DMA Form of management 22 No
G4-HR1 Significant investment agreements and contracts that include clauses referring to human | The investments financed by development banks contain human rights clauses, whi- No
rights * ch means 100% of the contracts from these banks.

G4-HR2 Total number of training hours for employees and human rights policies and percentage |22; 40 No
of employees trained *

Non-discrimination G4-DMA Form of management 66 No

G4-HR3 Total number of cases of discrimination and corrective measures taken * In 2014 there were no cases recorded related to this theme. More information No
on page 66.

Freedom of association and |G4-DMA Form of management 65 No

collective wage bargaining G4-HR4 Degree of application of the right to freedom of association, and operations and suppliers |65 Yes, 159
identified as presenting a risk *

Child labour G4-DMA Form of management 65 No
G4-HR5 Operations and suppliers that carry a risk of the occurrence of child labour and 65 Yes, 159
measures taken *

Forced labour or labour ana- |G4-DMA Form of management 65 No

logous to slavery G4-HR6 Operations and suppliers identified as presenting a risk of forced labour or labour analo- |65 Yes, 159
gous to slavery, and measures taken *

Safety practices G4-DMA Form of management 169 No
G4-HR7 Percentage of safety staff trained in human rights policies or procedures In 2014, 0.2% (nine men and one woman) of training was dedicated to human rights No

*These indicators are part of UNGC - Connection with the Ten Principles of the United Nations Global Compact.

Obs.: In 2014, there were no omissions in the responses to any indicators .
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Material aspects DMAs and indicators Page/response m
verlflcatlon

Indigenous rights

G4-DMA Form of management

169

human rights
Social categor
Material aspects

-Societ

and resolved

on this theme.

G4-HRS8 Total cases of violation of the rights of indigenous people and measures Since the implementation of the Ombudsman Service in 2012, there has been no complaint No
received on this theme. Duratex has also not identified any case of violation of the rights of
indigenous people among its own employees or in adjoining communities.
Evaluation G4-DMA Form of management 22 No
G4-HR9 Total number and percentage of operations subjected to human rights analysis 22: 40 Yes, 159
Evaluation of suppliers with |G4-DMA Form of management 66 No
respect human rights G4-HR10 Percentage of new suppliers selected based on human rights criteria These criteria are not No
used in the negotiation of
contracts.
G4-HR11 Significant negative impact, real and potential, with respect to human rights in the sup- |65; 66 Yes, 159
plier chain and measures taken
Mechanisms for dealing G4-DMA Form of management 22; 28 No
with complaints related to G4-HR12 Number of complaints related to human rights impacts recorded, processed In 2012, 2013 and 2014, there were no grievances or complaints received No

verification

which resulted in significant fines or administrative or legal sanctions resulting from
the non-fulfilment of laws or regulations.

Local communities G4-DMA Form of management 69; 70 No
G4-S01 Percentage of operations with engagement programs in the local commmunity, evaluation |70 Yes, 159
of impacts and local development *
G4-S02 Operations with significant negative impact, real and potential, in local communities * 70 No
Combating corruption G4-DMA Form of management 26; 28 No
G4-S03 Units submitted to evaluation for risks of corruption * Duratex carries out audits of all its business units and subsidiaries, with the objective Yes, 159
of identifying, evaluating and minimising any risks related to the possibility of cor-
ruption cases occurring.
G4-S04 Percentage of employees trained in anti-corruption procedures * 22; 26; 28; 61, 62 Yes, 159
G4-S05 Confirmed cases of corruption and measures taken * 26 Yes, 159
Public policies G4-DMA Form of management 26
G4-S06 Policies for financial contributions to political parties, politicians or institutions 26; 76
Unfair competition G4-DMA Form of management Not material. No
G4-S0O7 Total number of court cases as a result of unfair competition There were no cases registered of unfair competition. Yes, 159
Compliance G4-DMA Form of management 170 No
G4-S08 Monetary value of significant fines and total number of non-monetary sanctions There were no cases of non-compliance or monetary or non-monetary sanctions Yes, 159

*These indicators are part of UNGC - Connection with the Ten Principles of the United Nations Global Compact.

Obs.: In 2014, there were no omissions in the responses to any indicators .
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on society

Material aspects

formal mechanisms |

Social category - responsibility for products

DMAs and indicators

Page/response

Omissions

respect to impacts on society | G4-SO9 Percentage of new suppliers selected based on impact on society These criteria are No
not used in contract
negotiations.
G4-S010 Significant negative impact, real and potential, of the supply chain on society and mea- |65; 66 Yes, 159
sures taken
Mechanisms for dealing with |G4-DMA Form of management 70 No
complaints related to impacts | G4-SO11 Complaints related to impacts on society registered, processed and resolved through 70 Yes, 159

External

verification

non-compliance with laws and regulations referring to the supply and use of its pro-
ducts, seeing that the manufacture of its products is carried out in accordance with the
legislation and standards in force, and their use does not represent any risk or harm to
consumers

Customer health and safety |G4-DMA Form of management 36; 37,67 No
G4-PR1 Evaluation of impacts on health and safety during the life cycle of products and services |36 Yes, 159
G4-PR2 Non-compliance related to impact caused by products and services 67 No
Labelling of products and G4-DMA Form of management 67 No
services G4-PR3 Type of information with respect to products and services required by labelling 68 Yes, 159
procedures
G4-PR4 Non-compliance related product and service labelling 67 No
G4-PRS5 Results of customer satisfaction research 67 Yes, 159
Marketing communications G4-DMA Form of management 170 No
G4-PR6 Sale of products that are either prohibited or contested There are no products that are either contested, or for which sale is prohibited. No
G4-PR7 Cases of non-compliance related to commmunication with respect products and services |Duratex is not in the process of responding to any question of non-compliance with No
regulations which results in fines, penalties or warnings, or in respect to voluntary
codes, either administratively or judicially, seeing that the publicising of its products
is in agreement with the legislation in force.
Client privacy G4-DMA Form of management 170 No
G4-PR8 Total number of proven complaints related to violation of privacy or loss of client data | The Company declares for all legal purposes that there are no ongoing cases involving No
non-compliance as result of leakage, theft or loss of client data.
Compliance G4-DMA Form of management 170 No
G4-PR9 Fines for non-compliance relating to the supply and use of products and services Duratex is not in the process of responding to any administrative or judicial case for No

*These indicators are part of UNGC - Connection with the Ten Principles of the United Nations Global Compact.

Obs.: In 2014, there were no omissions in the responses to any indicators .
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CORPORATE

INVESTOR RELATIONS DEPARTMENT

Director: Flavio Marassi Donatelli
Tel.. (11 3179-7148 || Fax: (1) 3179-7300 ||
diretoria-ri@duratex.com.br

Manager: Guilherme S. Souza e Silva
Tel.: (11) 3179-7421
investidores@duratex.com.br

CORPORATE SUSTAINABILITY
MANAGEMENT

Manager: Jodo Carlos Redondo
Tel.: (1) 3179-7021
sustentabilidade@duratex.com.br

DURATEX

Avenida Paulista, 1.938 - 5% andar
Bela Vista - Sao Paulo (SP)

CEP: 01310-942

Caixa postal: 7.611

Tel.: (1) 3179-7733
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INFORMATION

SUBSIDIARIES IN BRAZIL

DURATEX FLORESTAL LTDA.
Avenida Paulista, 1.938

Bela Vista - Sdo Paulo (SP)

CEP: 01310-942

SUBSIDIARIES ABROAD

DECA NORTH AMERICA

1208 Easttchester Drive, Suite 202 High Point
NC 27265 3165 - EUA

Toll free: 877-802 1250 || Tel.: 001-336-885-1225 ||
Fax: 001-336-885-1501

DURATEX EUROPE

Xavier de Cocklaan, 66, Unit 8 Latem Business Park
9831 Sint-Martens-Latem - Bélgica

Tel.: 0032-15-28-60-70 || Fax: 0032-15-28-60-79

TABLEMAC

Carrera 43A #19-127 - Ed. Recife
Medellin - Colombia

PBX.: (57-4) 384-1000
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CONSUMER SERVICE (SAC)

Deca Division: deca@deca.com.br ou 0800-011-7073

0800-055-7474
Durafloor: sac@durafloor.com.br ou 0800-770-3872
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EDITING AND GENERAL CO-ORDINATION

Investor Relations Management Department
Sustainability Management Department
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REPORT SUSTENTABILIDADE
Team: Pamela Jabbour (project and relationship manage-
ment), Erica Liberato (GRI consultancy), Adriana Braz (edit-

ing), Renata Costa (reporting and text) and Gustavo Inafuku
(graphic design and formatting project)
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