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(A free translation of the original in Portuguese)

Independent auditor's report

To the Board of Directors and Shareholders
Celulose Irani S.A.

We have audited the accompanying financial statements of Celulose Irani S.A. ("Company" or "Parent
Company"), which comprise the balance sheet as at December 31, 2012 and the statements of income,
comprehensive income, changes in equity and cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

We have also audited the accompanying consolidated financial statements of Celulose Irani S.A. and its
subsidiaries ("Consolidated"), which comprise the consolidated balance sheet as at December 31, 2012 and
the consolidated statements of income, comprehensive income, changes in equity and cash flows for the
year then ended, and a summary of significant accounting policies and other explanatory information.

Management's responsibility
for the financial statements

Management is responsible for the preparation and fair presentation of the parent company financial
statements in accordance with accounting practices adopted in Brazil, and for the consolidated financial
statements in accordance with the International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB) and accounting practices adopted in Brazil, and for such
internal control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance 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 the financial statements 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 financial statements, whether due to fraud or
€rror.

In making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the 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 entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

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



Celulose Irani S.A.

Opinion on the parent
company financial statements

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Celulose Irani S.A. as at December 31, 2012, and its financial performance and cash
flows for the year then ended, in accordance with accounting practices adopted in Brazil.

Opinion on the consolidated
financial statements

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Celulose Irani S.A. and its subsidiaries as at December 31, 2012, and
their financial performance and their cash flows for the year then ended, in accordance with the
International Financial Reporting Standards (IFRS) issued by the International Accounting Standards
Board (IASB) and the accounting practices adopted in Brazil.

Emphasis of matter

As discussed in Note 2.1 to these financial statements, the parent company financial statements have been
prepared in accordance with accounting practices adopted in Brazil. In the case of Celulose Irani S.A.,
these practices differ from IFRS applicable to separate financial statements only in relation to the
measurement of investments in subsidiaries based on equity accounting, while IFRS requires
measurement based on cost or fair value. Our opinion is not qualified in respect of this matter.

Other matters
Supplementary information - statement of value added

We have also audited the parent company and consolidated statements of value added for the year ended
December 31, 2012, which are the responsibility of the Company's management. The presentation of this
statement is required by the Brazilian corporate legislation for listed companies, but it is considered
supplementary information for IFRS. These statements were subject to the same audit procedures
described above and, in our opinion, are fairly presented, in all material respects, in relation to the
financial statements taken as a whole.

Audit of prior-year
information

The parent company and consolidated financial statements of the Company for the year ended
December 31, 2011, presented for comparison purposes, were audited by another firm of auditors whose
report, dated February 29, 2012, expressed an unmodified opinion on those statements.

Porto Alegre, March 19, 2013

PricewaterhouseCoopers Carlos Biedermann
Auditores Independentes Contador CRC 1RS029321/0-4
CRC 2SP000160/0-5 "F" RS



CELULOSE IRANI S.A.

BALANCE SHEET AT DECEMBER 31
(Al amounts in thousands of reais)

(A free translation of the original in Portugue

ASSETS Note Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011
CURRENT ASSETS
Cash and cash equivalents 5 95,051 72,496 96,922 74,722
Trade receivables 6 93,785 90,179 96,781 92,231
Inventories 7 38,064 36,366 38,110 38,356
Taxes recoverable 8 4,083 8,661 4,083 8,687
Dividends receivable 5,307 7,746 - -
Banks - restricted account 9 931 5,143 931 5,143
Other assets 10 12,309 12,400 12,845 12,545
Total current assets 249,530 232,991 249,672 231,684
NON-CURRENT ASSETS
Taxes recoverable 8 2,766 2,162 2,766 2,162
Deferred income tax
and social contribution 11 - 16,583 - 16,632
Judicial deposits 574 996 632 1,258
Banks - restricted account 9 - 3,631 - 3,631
Other assets 10 6,806 2,052 9,218 2,079
Related parties 19 1,553 - 1,553 -
Investment property - 4,997 - 4,997
Biological assets 14 159,912 128,516 263,292 239,997
Total long-term assets 171,611 158,837 277,461 270,656
Investments 12 270,809 248,575 - -
Property, plant and equipment 13 537,075 535,839 679,734 678,311
Intangible assets 13 1,220 1,088 1,223 1,103
Total non-current assets 980,715 944,339 958,418 950,070
TOTAL ASSETS 1,230,245 1,177,330 1,208,090

1,181,754 TOTAL LIABILITIES AND EQUITY

The accompanying notes are an integral part obtfieancial statements.

LIABILITIES AND EQUITY

CURRENT LIABILITIES
Borrowings
Debentures
Trade payables
Social and labor obligations
Tax liabilities

Income tax and social contribution payable
Tax liabilities payable in instalie

Advances from customers
Dividends payable
Other payables

Total current liabilities

NON-CURRENT LIABILITIES
Borrowings
Debentures
Related parties
Reserve for
contingencies
Taxes payable in installments
Tax liabilities
Other payables
Deferred income tax and
social contribution
Total non-current liabilities

TOTAL LIABILITIES

EQUITY

Share capital

Capital reserve

Revenue reserves

Carrying value adjustments
Equity attributable to
controlling shareholders
Non-controlling interest
Total equity

Note Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011
15 70,372 88,488 79,225 102,278
16 39,026 26,000 39,026 26,000
17 60,155 42,790 43,747 37,713
23,369 18,692 23,657 19,021
6,085 6,553 6,684 7,031
- - 891 869
18 5,085 4,562 5,235 4,682
955 759 975 1,159
9,957 5,607 9,957 5,607
10,871 9,905 10,485 9,333
225,875 203,356 219,882 213,693
15 208,990 171,068 209,001 179,983
16 131,712 106,453 80,978 60,480
- 2,109 - -
20 37,735 41,650 38,037 41,717
18 6,245 10,666 6,379 10,839
16,005 11,062 16,005 11,062
- 219 - 219
11 149,684 166,517 183,803 199,511
550,371 509,744 534,203 503,811
776,246 713,100 754,085 717,504
21 (a) 103,976 63,381 103,976 63,381
377 - 377 -
21.d 106,405 142,302 106,405 142,302
21.e 243,241 258,547 243,241 258,547
453,999 464,230 453,999 464,230
- - 6 20
453,999 464,230 454,005 464,250
1,230,245 1,177,330 1,208,090 1,181,754




CELULOSE IRANI S.A.

STATEMENT OF INCOME FOR THE YEARS ENDED DECEMBER 31
(All amounts in thousands of reais) (A free translation of the original in Portugue

Note Parent Consolidated
12/31/2012  12/31/2011 12/31/2012  12/31/2011

Continuing operations

NET SALES REVENUE 24 462,443 451,688 483,449 471,614
Change in the fair value of biological assets 14.a 32,005 6,349 36,767 14,327
Cost of products sold (350,275) (345,377) (352,251) (348,110)
GROSS PROFIT 144,173 112,660 167,965 137,831

OPERATING INCOME (EXPENSES)

Selling expenses (43,416) (41,068) (42,897) (40,598)
General and administrative expenses (38,859) (36,022) (40,653) (38,272)
Other operating income 26 2,463 6,715 2,952 6,854
Other operating expenses 26 (6,086) (2,242) (9,190) (2,448)
Management profit sharing 19 (2,931) (5,251) (2,931) (5,251)
Equity in the results of subsidiaries 12 19,570 23,101 - -

PROFIT BEFORE FINANCE RESULT

AND TAXES 74,914 57,893 75,246 58,116
Finance income (costs), net 28 (52,190) (54,895) (50,351) (52,433)

Finance income 19,374 30,061 19,538 30,563

Finance costs (71,564) (84,956) (69,889) (82,996)
PROFIT BEFORE TAXATION 22,724 2,998 24,895 5,683
Income tax and social contribution - current 27 - (1,008) (997) (2,062)
Deferred income tax and social contribution 27 (879) 7,511 (2,052) 5,885
PROFIT FROM CONTINUING OPERATIONS 21,845 9,501 21,846 9,506

Discontinued operation
PROFIT (LOSS) FROM DISCONTINUED OPERATIONS 4,536 (147) 4,537 (147)

PROFIT FOR THE YEAR 26,381 9,354 26,383 9,359

Profit attributable to:

Controlling shareholders 26,381 9,354 26,381 9,354
Non-controlling shareholders - - 2 5

26,381 9,354 26,383 9,359
BASIC AND DILUTED EARNINGS PER COMMON SHARE - R$ 22 0.1368 0.0591 0.1368 0.0591
BASIC AND DILUTED EARNINGS PER PREFERRED SHARE - R¢ 22 0.1368 0.0591 0.1368 0.0591

The accompanying notes are an integral part otfieancial statements.




CELULOSE IRANI S.A.

STATEMENT OF COMPREHENSIVE INCOME FOR
THE YEARS ENDED DECEMBER 31

(All amounts in thousands of reais) (A free translation of the original in Portuguese)

Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011

Profit for the year 26,38: 9,35¢ 26,38: 9,35¢
Cash flow hedge accounti (9,286 - (9,286 -
Income tax and social contribution on

cash flow hedge accounting 3,157 - 3,157 -
Other comprehensive income (loss) (6,129) - (6,129) -
Attributable to shareholders of the parent

company 20,252 9,354 20,252 9,354
Attributed to non-controlling interests - - 2 5
Consolidated comprehensive income for the

yeal 20,25: 9,35¢ 20,25¢ 9,35¢

The accompanying notes are an integral part oetfirancial statements.




CELULOSE IRANI S.A.

STATEMENT OF CHANGES IN EQUITY (CONSOLIDATED) FORHE YEARS ENDED DECEMBER 31
(All amounts in thousands of reais)

(A free translation of the original in Portuguese)

Capital reserve

Revenue reserves

Carrying value adjustments

Statutory
reserve of Deemed cost of
Share-based Treasury biological Profit Hedge property, plantan  Retained Controlling  Non-controlling
Note Share capital payment shares Legal Unrealized assets retention accounting equipment earnings shareholders interests Total

AT JANUARY 1, 2011 63,381 - (309; 2,863 79,770 - 37,736 - 283,67! - 467,116 14 467,130
Profit for the year 9,354 9,354 6 9,360
Realized revenue reserve - biological assets (2,064) 2,064 - - -
Realized revenue reserve - biological assets @ialb&s) (2,963) 2,963 - - -
Realization - deemed cost (21,444 21,444 - -
Realization - deemed cost (subsidiaries) (3,684 3,684 - - -
Treasury shares 21.b) (1,729 (1,729) - (1,729)
Proposed appropriations - - -

Transfer of unrealized profits to statutory reser (74,743) 74,743 - -

Legal reserve 21.c) 468 (468) - - -

Dividends 21.c) (5,511) (5,511) - (5,511)

Interest on capital 21.c) (5,000) (5,000) - (5,000)

Profit retention reserve 21.d) 28,530 (28,530) - - -
AT DECEMBER 31, 2011 63,381 - (2,038 3,331 - 74,743 66,266 - 258,54 - 464,230 20 464,250
Profit for the year 26,381 26,381 (14) 26,367
Capital increase 40,595 (2,863) (37,732) - -
Share-based payment 23 377 377 377
Cash flow hedge accounting 2le) (6,129) (6,129) (6,129)
Realized revenue reserve - biological assets (789) 789 - - -
Realized revenue reserve - biological assets (dialigs) (4,126) 4,126 - - -
Realization - deemed cost (7,864 7,864 - - -
Realization - deemed cost (subsidiaries) (1,313 1,313 - - -
Treasury shares 21.b) (6,804 (6,804) - (6,804)
Proposed appropriations - - -

Transfer of unrealized profits to statutory reser - -

Legal reserve 21.c) 1,319 (1,319) - - -

Dividends 21.0) (14,267) (9,789) (24,056) - (24,056)

Profit retention reserve 21.d) 29,365 (29,365) - - -
AT DECEMBER 31, 2012 103,97¢ 377 (8,842 1,78% - 69,82¢ 43,63 (6,129 249,37( - 453,999 6 454,005

The accompanying notes are an integral part otfieancial statements.




CELULOSE IRANI S.A

STATEMENT OF CASH FLOWS FOR THE YEARS ENDED DECEMRBB1

(All amounts in thousands of reais) (A free translation of the original in Portugue

Parent Consolidated
Note 12/31/2012 12/31/2011 12/31/2012 12/31/2011

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before income tax and social contribution 22,724 2,99¢ 24,895 5,68
Reconciliation of profit with net cash provided tyyerating activities:
Changes in the fair value of biological assets 14.a (32,005) (6,349 (36,767) (14,327
Depreciation, amortization and depletion 40,474 42,21¢ 60,028 55,52¢
Result on sale of non-financial assets (235) (893 2,531 (804
Equity in the results of subsidiaries 12 (19,570) (23,101 - -
Discontinued operations - results 12 (596) 147 - -
Provision for contingencies (3,487 8,28¢ (3,252) 8,281
Provision for impairment of trade receivables 397 13¢ 374 13€
Government grants 81¢ (2,839 81€ (2,839
Inflation adjustments and financial charges 63,865 55,07: 62,138 50,66
Non-controlling interests - - 2 5
Unearned hedge result, net of taxes (6,129 - (6,129 -
Discontinued operations 32 6,89( (50) 6,89(C (50)
Share-based payment 377 - 377 -
73,523 75,628 111,905 102,286
(Increase) decrease in assets:
Trade receivables (4,003 (15,157 (4,924 (17,208
Inventories (1,698 861 246 651
Taxes recoverable 2,76( (2,122 2,835 (1,744
Other assets 2,22z (1,045 4,206 (1,075
Dividends received 31,56¢ 21,50: - -
Increase (decrease) in liabilities:
Trade payables 11,931 (6,792 (3,689) (7,389
Social and labor obligations 4,671 5,95¢ 4,636 6,037
Advances from customers 196 (26) (184) (783
Tax liabilities (3,313 6,681 (5,359) 5,122
Payment of interest on borrowings (24,961 (13,091 (24,977 (13,097
Payment of interest on debentures (11,858 (10,934 (11,858 (10,934
Other payables 1,24% 9,66¢ 2,010 13,09(
Net cash provided by operating activities 82,288 71,12( 74,847 74,95¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property, plant and equipment (39,642) (26,336 (41,635) (31,461
Capital decrease in subsidiaries 2,04¢ - - -
Capital increase (794 - - -
Proceeds from disposal of assets 708 1,46¢ 728 1,46¢
Advances for future capital increase (24,520) (18,150 - -
Net cash used in investing activities (62,199) (43,017 (40,907 (29,992
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends and interest on capital paid (19,706) (13,930 (19,704) (13,930
Debentures issued 58,88( - 58,88( -
Real Estate Credit Note (CRI) paid - - (16,372) (16,370
New borrowings 80,727 141,75¢ 83,451 142,334
Borrowings paid (110,631) (120,898 (111,191)  (120,909)
Treasury shares 21b (6,804 (1,729 (6,804 (1,729
Net cash provided by (used in) financing activities 2,46€ 5,20z (11,740) (10,604
INCREASE IN CASH AND CASH EQUIVALENTS FOR THE YEAR 22,555 33,30t 22,200 34,36(
CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE EAR 5 72,496 39,19: 74,722 40,36:
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 5 95,051 72,49¢ 96,922 74,72

The accompanying notes are an integral part oftfieancial statements.




CELULOSE IRANI S.A.

STATEMENT OF VALUE ADDED FOR THE YEARS ENDED DECEMER 31

(All amounts in thousands of reais) (A free translation of the original in Portuguese)

Paren Consolidated

2012 2011 2012 2011

1 REVENUES 607,04¢ 587,20C 630,082 621,940
1.1) Sales of goods, products and services 599,014 580,622 621,53€ 615,178

1.2) Other income 8,432 6,715 8,921 6,900

1.3) Revenue from construction of own assets - - - -

1.4) Provision for impairment of trade receivablesnstitution (397) (138) (374) (138)

2. INPUTS PURCHASED FROM THIRD PARTIES 359,38C 344,58C 343,66¢ 333,295
2.1) Cost of goods sold and services rendered 338,372 326,644 310,127 302,073

2.2) Materials, electric power, outsourced servaes others 21,008 17,936 33,542 31,222

3. GROSS VALUE ADDED (1-2) 247,66¢ 242,62C 286,414 - 288,645
4. DEPRECIATION, AMORTIZATION AND DEPLETION 40,474 42,216 60,028 55,526
5. CHANGES IN THE FAIR VALUE OF BIOLOGICAL ASSETS (32,005) (6,349) (36,767) (14,327)
6. NET VALUE ADDED PRODUCED BY THE ENTITY (3-4-5) 239,20C 206,752 263,155 - 247,446
7. VALUE ADDED RECEIVED THROUGH TRANSFER 39,540 53,015 19,538 30,588
7.1) Equity in the results of subsidiaries 20,166 22,954 - -

7.2) Finance income 19,374 30,061 19,538 30,588

8. TOTAL VALUE ADDED TO BE DISTRIBUTED (6+7) 278,74C 259,76¢ 282,691 278,034
9. DISTRIBUTION OF VALUE ADDED 278,74C 259,76€ 282,691 278,034
9.1) Personnel 84,933 73,174 88,174 76,193

9.1.1 - Direct remuneration 69,894 60,032 72,130 62,038

9.1.2 - Benefits 11,068 9,696 11,921 10,552

9.1.3 - Government Severance Indemnity Fund for IByges (FGTS) 3,971 3,446 4,123 3,603

9.2) Taxes and contributions 67,088 61,849 69,470 69,413

9.2.1 - Federal 42,554 37,635 44,765 43,145

9.2.2 - State 24,004 23,792 24,060 25,737

9.2.3 - Municipal 530 422 645 531

9.3) Remuneration of third-party capital 97,407 110,14C 95,735 - 117,823

9.3.1 - Interest 71,474 84,956 69,800 92,487

9.3.2 - Rentals 25,933 25,184 25,935 25,336

9.3.3 - Other - - - -

9.4) Remuneration of own capital 29,312 14,605 29,312 14,605

9.4.1 - Interest on capital - 5,000 - 5,000

9.4.2 - Dividends 9,789 5,511 9,789 5,511

9.4.3 - Retained earnings (accumulated deficittHeryear 16,592 (1,157) 16,594 (1,152)

9.4.4 - Non-controlling interests in profits reirsted - - 2) 5)

9.4.5 - Management profit sharing 2,931 5,251 2,931 5,251

The accompanying notes are an integral part otfieancial statements.
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(A free translation of the original in Portuguese)

CELULOSE IRANI S.A.
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(A free translation of the original in Portuguese)

NOTES TO THE FINANCIAL STATEMENTS
(All amounts in thousands of reais unless othersiated)

1.

GENERAL INFORMATION

Celulose Irani S.A. Celulose Irani S.A. (the "Comy3g is a corporation headquartered
at Rua General Jodo Manoel, 157, 9th floor, indite of Porto Alegre, State of Rio
Grande do Sul, and is listed on the Sdo Paulo Skxckange. The Company and its
subsidiaries are primarily engaged in manufactudagugated cardboard packaging,
packaging paper, resin products and their bypradddte Company is also engaged in
forestation and reforestation and utilizes the potidn chain of planted forests and
paper recycling as the basis for all its production

The direct subsidiaries are listed in Note 4.

The Company is a direct subsidiary of Irani Pgpacides S.A., a Brazilian privately-
held corporation. Its final parent company is IRRpresentagdes e Participacdes Ltda.,
which is also a company of the Habitasul Group.

The issue of these financial statements was au#ubrby the Board of Directors on
February 20, 2013.

PRESENTATION OF FINANCIAL STATEMENTS

The consolidated financial statements have beepaped in accordance with the

International Financial Reporting Standards (IFRSsyued by the International

Accounting Standards Board (IASB), and accountiragfices adopted in Brazil, based
on the technical pronouncements issued by the lgnazhccounting Pronouncements

Committee (CPC) in a process of convergence wighliRS, as well as the standards
established by the Brazilian Securities Commis$oviM).

The parent company financial statements have begpmaped in conformity with the
accounting practices adopted in Brazil, which diffem IFRS practices adopted in the
consolidated financial statements with respecth® measurement of investments in
subsidiaries by the equity method of accountingcWwhior purposes of IFRS, would be
measured at cost or fair value.

The accounting practices adopted in Brazil comptisese included in Brazilian
corporate law and the pronouncements, guidanceirgedpretations issued by the
Brazilian Accounting Pronouncements Committee ("OP@&nd approved by the
Brazilian Securities Commission ("CVM").

11



Since there is no difference between the conselitiatquity and profit (loss)
attributable to the owners of the Company in thesotidated financial statements
prepared in accordance with IFRS and the accouptiagtices adopted in Brazil, and
the parent company's equity and profit (loss) anghrent company financial statements
prepared in accordance with accounting practiceptad in Brazil, the Company opted
for presenting these parent company and consotidatancial statements together.

The financial statements have been prepared urderhistorical cost convention,
except for certain financial instruments and bigtafjassets measured at fair values
and property, plant and equipment measured at deost at January 1, 2009, the date
of the initial adoption of the new Technical Pronoements ICPC10/CPC 27, as
described in the accounting policies below. Théohisal cost is generally based on the
fair value of the consideration paid in exchangeafesets.

2.1. New standards, amendments and interpretatiiostandards

a) Standards, interpretations and amendments to mexistandards effective at
December 31, 2012.

The following interpretations and amendments tetaxy standards have been
published and are mandatory as at December 31, 2012

Standard Main requirements and effectiveness Impaston the Company's
statement:

Amendments to IAS  Deferred taxes- recovery of underlyifgot significant
12 assets when the asset is measured at

fair value in accordance with 1AS 40,

effective on January 1, 2012.

b) Standards, interpretations and amendments stixistandards that are not yet
in force and were not early adopted by the Company.

The following standards and amendments to exissitamdards have been
published and are mandatory for the accountingodsrbeginning on or after
January 1, 2013 or later periods but the Compasynbaearly adopted them.

Standard Main requirements and effectiveness Expected impacts
IFRS 9 (as amended in Financial instruments, effective as Not significant.
2010) from January 1, 2015.

IAS 28 (Revised 2011) Revision of IAS 28 to include theNot significant.
"Investments in amendments introduced by IFRSs 10, 11

Associates and Joint  and 12, effective as from January 1,

Ventures" 2013.

12



Standard Main requirements and effectiveness Expected impacts
IFRS 10 - "ConsolidatedReplaces IAS 27 in relation to 1 Not significant.
Financial Statements" requirements applicable to the consolid

financial statements and SIC 12. IFRS

determined one sole modefl consolidatiol

based on control, irrespective of the na

of the investment, effective as from Jant

1,2013.
IFRS 11 "Joint Eliminates the model of proportior Not significant.
Arrangements” consolidation for the entities with sha

control, keeping only the model under 1
equity accounting method. It a
eliminated the concept of "assets \
shared control", keeping only "operati
with shared control" and "entities w
shared control", effective as from Januai
2013.

IFRS 12 - "Disclosure  Expands the requirements of disclosur Not significant.
of Interests in Other the entities that are or are no consolid:
Entities" in which the entities have influen

effective as from January 1, 2013.

IFRS 13 "Fair value Replaces and consolidates all the guida Not significant.

Measurements" and requirements related to the fair vi
measurement included in the other IF
pronouncements in one S
pronouncement. IFRS 13 defines fair va
guidelines for determining the fair value i
the disclosure requirements related to
fair value measurement. However, it d
not introduce any new requirement
alteration in relation to the items that shc
be measured at fair value, which remai
in the original pronouncements, effective as
from January 1, 2013.

Amendments to IAS 19, Eliminates the corridor approach, w Not significant.
"Employee Benefits" actuarial gains or losses recognized as !
comprehensive income for the pen:s
plans and the result for the other loegr
benefits, when incurred, among ol
alterations, effective as from January
2013.

Amendments to IAS 1 Introduces the requirement that the it Not significant.
"Financial Statement  recorded in other comprehensive incom
Presentation" segregatednd totaled among the items 1

are and that are not subseque

reclassified into profits or losses, effec

as from January 1, 2013

13



3.

SIGNIFICANT ACCOUNTING POLICIES

a)

b)

d)

Functional currency and translation of foreign eandies

The parent company and consolidated financial siatés are presented in
Brazilian reais (R$), which is the functional amgborting currency of the Company
and its subsidiaries.

Foreign-currency transactions are originally reedrat the exchange rate effective
on the transaction date. Gains and losses arisorg the difference between the
translation of balances in foreign currency intae tfunctional currency are
recognized in the statement of income, except vdesignated for cash flow hedge
accounting, and, therefore, deferred in equityaah dlow hedge transactions.

Cash and cash equivalents

Cash and cash equivalents comprise cash, bankisigimgl liquid investments with
low risk of change in value and maturity of 90 daydess, held for the purpose of
meeting short-term cash requirements.

Trade receivables and provision for impairmentaflé receivables

Trade receivables are recorded at their originabuants plus the effect of foreign
exchange rate changes, when applicable. The poovigir impairment of trade

receivables is calculated based on losses estirtfai@agh an individual analysis of
trade receivables and taking into account the hjistblosses, and is recognized in
an amount considered sufficient by the Companysagement to cover expected
losses on the collection of receivables.

Impairment of financial assets

The Company assesses at each balance sheet dafeemwhieere is objective

evidence that a financial asset or a group of firnassets is impaired, with

recognition of impairment losses only if there gextive evidence that one or more
events have impacts on the estimated future casvsfbf the financial asset or a
group of financial assets, which may be reliablynested.

The criteria that the Company uses to determinghvenehere is objective evidence
of an impairment loss include:

I) significant financial difficulty of the issuer aebtor;

i) a breach of contract, such as a default inregeor principal payments;

iii) it becomes probable that the borrower will @nbankruptcy or other financial
reorganization;

iv) the disappearance of an active market for financial asset because of financial
difficulties;
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f)

9)

v) adverse changes in conditions and/or the ecortbatyindicate a reduction in the
estimated future cash flows of the portfolios official assets.

If there are evidences that a financial assetgroap of financial assets is impaired,
the difference between the carrying amount angtheent value of the future cash
flows is estimated and the impairment loss is racagl in the statement of income.

Inventories

Inventories are stated at the lower of averageuymtioh or acquisition cost and net
realizable value. The net realizable value corredpdo the inventories' estimated
selling price less the estimated costs of completamd the estimated costs
necessary to make the sale.

Investments

Investments in subsidiaries are accounted for leyetjuity method in the parent
company financial statements.

Under the equity method, investments in subsidsaaiee adjusted to recognize the
Company's share in the profit or loss and other prehrensive income of the
subsidiary.

Transactions, balances and unrealized gains ortedefarty transactions are
eliminated. Unrealized losses are also eliminatedess the transaction provides
evidence of impairment of the asset transferrede Htcounting policies of

subsidiaries are changed where necessary to ensnsistency with the policies

adopted by the Company.

Property, plant and equipment and intangible assets

Property, plant and equipment are stated at deeoosi less accumulated

depreciation and impairment losses, when applicalblethe case of qualifying

assets, borrowing costs are capitalized as parthefcosts of construction in

progress. Assets are classified in appropriategoates of property, plant and

equipment when completed and ready for the intentel Depreciation begins

when the assets are ready for the intended uskeosaime basis as other property,
plant and equipment items.

Depreciation is calculated on the straight-line hodttaking into consideration the

estimated useful lives of the assets based onxpecttion of the generation of

future economic benefits, except for land, whicmad depreciated. The estimated
useful lives of the assets are reviewed annualtiyadjusted, if necessary, and may
vary based on the technological stage of each unit.
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h)

)

)

The Company's intangible assets comprise mainlypcoen software licenses,
which are capitalized on the basis of the costaried to acquire and bring to use
the specific software. These costs are amortized the estimated useful life of the
software (three to five years). Costs associatéd miaintaining computer software
programs are recognized as an expense as incurred.

Biological assets

The Company's biological assets are primarily regméed by pine forests, which
are used in the production of packaging paper,ugated cardboard boxes and
sheets and also for sale to third parties and etidraof gum resin. Pine forests are
located near the pulp and paper factory in Santarfda, and also in Rio Grande do
Sul, where they are used for production of guntrasid sale of timber logs.

Biological assets are periodically measured atVfalue less selling expenses, and
the variation of each period is recognized in pr@ifiss) as change in fair value of
biological assets. The assessment of the fair valusological assets is based on
certain assumptions, as disclosed in Note 14.

Impairment

The Company reviews the balance of non-financisétssfor impairment whenever
events or changes in circumstances indicate tieatdlhrying amount of an asset or
group of assets may not be recoverable based arefaash flows. Such reviews
have not indicated the need to recognize impairriosses.

Income tax and social contribution (current andeded)

Income tax and social contribution are provisiormted on the taxable profit
determined according to prevailing tax legislatiovhich differs from the profit
reported in the statement of income, since it ed@fuincome or expenses taxable or
deductible in other fiscal periods, as well as perantly non-taxable or non-
deductible items. The provision for income tax aodial contribution is calculated
for each company individually, based on the stayutates prevailing at year end.
The Company calculates its taxes at a rate of 3d%axable profit. However, the
subsidiaries Habitasul Florestal S.A. and Irafl@omércio de Madeiras Ltda. adopt
the deemed rate of 3.08% and Irani Trading S.Aptithe deemed rate of 10.88%,
based on revenues.

The Company recognizes deferred income tax anélsoantribution on temporary
differences for tax purposes, tax losses, deemstdatfjustments and change in the
fair value of biological assets. Deferred tax liileis are generally recognized for
all taxable temporary differences, and deferred dagets are recognized for all
deductible temporary differences, only if it is pable that the Company will have
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k)

sufficient future taxable income against which sudkductible temporary
differences can be utilized. Deferred income tax aocial contribution are
recorded for the subsidiaries with the deemed texatofit regime, in respect of the
fair value of biological assets and the deemed afogtoperty, plant and equipment.

Borrowings and debentures

These payables are stated at original amounts,thesselating transaction costs,
when applicable, adjusted based on indices estaloliby contracts with creditors,
plus interest calculated using the effective irgemate and the effects of foreign
exchange rate changes, when applicable, throughb#t@nce sheet dates, as
described in the detailed notes.

Derivative financial instruments

Some derivatives, depending on their nature, arasaored at fair value at the
balance sheet date, with the changes in fair vedgerded as finance income or
costs in the statement of income. Certain derieatiare also measured and
recognized in the statement of income as financenme or costs, since they form
part of a single financial instrument (derivativimaincial instrument linked to

borrowing transactions).

m) Hedge accounting

The Company documents at the inception of the &@itn the relationship
between the hedging instruments and the hedgeds,ita®m well as its risk
management objectives and strategy for undertakiedging transactions. The
Company also documents its assessment, both dietthge inception and on an
ongoing basis, of whether the hedge instrumentsatiegaused in the transactions are
highly effective in offsetting changes in cash flowf hedged items.

Changes in the hedging amounts classified in "@agryalue adjustments” within
equity are shown in Note 21.

The effective portion of changes in the fair vahfehedge instruments that are
designated and qualify as cash flow hedges is rezed in equity within "Carrying
value adjustments”. The gain or loss relating ®itteffective portion is recognized
immediately in the statement of income.

The amounts accumulated in equity are reclasstbethe statement of income in
the periods when the hedged item affects profitogs (for example, when the
forecast sale that is hedged takes place). The @aloss relating to the effective
portion of instruments hedging highly probable s&stions is recognized in the
statement of income within "Finance costs". Thengar loss relating to the
ineffective portion is recognized in the statemaihcome for the year.
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P)

When a hedging instrument expires or is sold, oerwé hedge no longer meets the
criteria for hedge accounting, any cumulative gainoss existing in equity at that
time remains in equity and is recognized in profitloss when the transaction is
recognized in the statement of income. When a &cim is no longer expected to
occur, the cumulative gain or loss that was reploite equity is immediately
transferred to the statement of income.

Leases
The Company as the lessee

Leases of property, plant and equipment in whice @ompany substantially
assumes all ownership risks and benefits are Gledsas finance leases. All other
leases are classified as operating leases anddegtor the statement of income. A
finance lease is recorded as a financed acquisitiith a fixed asset and a financing
liability being recognized at the commencementhaf kease term. Property, plant
and equipment items acquired under finance leasedepreciated at the rates
specified in Note 13.

Operating lease payments (net of any incentivegived from the lessor) are
recognized in the statement of income on the ditdige method over the lease
term.

Provisions

A provision is recognized in the balance sheet wthenCompany has a present
obligation (legal or constructive) as a result gfast event and it is probable that an
outflow of resources will be required to settle tbbligation. Provisions are
constituted at amounts considered by Managemesuffisient to cover probable
losses and adjusted for applicable financial clatbeough the balance sheet date,
based on the nature of each contingency and oapiméon of the Company's legal
counsel.

Significant accounting judgments, estimates andrapgons

In preparing the financial statements, judgmengsiymates and assumptions were
utilized to account for certain assets, liabilitisEome and expenses.

Accounting judgments, estimates and assumptionptaddoy Management were
based on the best information available at therteppdate, the experience of past
events, projections about future events, and thestasce of experts, when
applicable.
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Q)

The financial statements include, therefore, variestimates, including, but not
limited to, the determination of useful life of perty, plant and equipment (Note
13), the realization of deferred tax assets (Ndfe the provision for impairment of
trade receivables (Note 6), the fair value measargnof biological assets (Note
14), the provision for tax, social security, cigihd labor claims (Note 20), and the
provision for impairment of assets.

Actual results involving accounting judgments, mesties and assumptions, when
realized, could differ from those recognized in financial statements.

i) The Company has ICMS tax incentive granted lgy $itate Government of Santa
Catarina. The Federal Supreme Court (STF) handed diecisions in Direct
Actions, declaring the unconstitutionality of sealestate laws that granted ICMS
tax benefits without previous agreement betweersthtes.

Although the Company has no tax incentive being@alby the STF, it has been
following, together with its legal advisors, theo&stion of this issue in the courts to
assess possible impacts on its operations and queise effects on the financial
statements.

Determination of results

Revenue and expenses are recognized on the admsal and include interest,
charges and the effects of exchange rate changeffi@al rates, applicable to

current and non-current assets and liabilities avitkn applicable, adjustments to
realizable value.

Revenue recognition

Revenue is measured at the fair value of the cerdidn received or receivable for
the sale of goods and services, less any expeetadhs, trade discounts and/or
bonuses granted to the buyer and other similar adexhs. Revenue between the
Company and its subsidiaries is eliminated in thesolidated results.

Sales revenue is recognized when all of the folhgwionditions are met:

» The Company has transferred to the buyer the signif risks and rewards of
ownership of the product;

* The Company retains neither continuing managemialvement to the degree
usually associated with ownership nor effectivetamrover the products sold;

* The amount of revenue can be measured reliably;

19



4.

» It is probable that the economic benefits assodiatgh the transaction will
flow to the Company; and

* The costs incurred or to be incurred in respedheftransaction can be reliably
measured.

s) Government grants

Y

The financing of taxes, directly or indirectly gtad by the Federal Government, at
interest rates below market rates, are recognizedg@avernment grants and
measured at the difference between the amountsveecend the fair value

calculated based on market interest rates. Thiterdiice is recorded with a
corresponding entry to sales revenue in the staterok income and will be

appropriated based on the amortized cost and teetiet interest rate.

Statement of value added

The Brazilian corporate law requires the presemtatf the statement of value
added, parent company and consolidated, as arrahtegrt of the set of financial
statements presented by a publicly-traded entityx FFRS, this statement is
presented as supplementary information, and notopéne required set of financial
statements. The purpose of this statement is tov she wealth created by the
Company and its distribution during the reportirgipd.

The statement of value added was prepared pursudné provisions of CPC 09 -
Statement of Value Added, with information obtairfesin the same accounting
records as those used to prepare the financiainséadts.

CONSOLIDATION OF FINANCIAL STATEMENTS

The consolidated financial statements include #teoants of Celulose Irani S.A and
the following subsidiaries:

Ownership interest - (%)

Subsidiaries - direct ownership 2012 2011
Habitasul Florestal S.A. 100.00 100.00
Irani Trading S.A. 100.00 100.00
Meu Movel de Madeira LTDA.* - 99.93
HGE - Geracao de Energia Sustentavel LTDA. 9.99 99.98
Iraflor - Comércio de Madeiras LTDA. 99.99 99.99

*Operation discontinued in 2012 - Note 32
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The accounting practices of the subsidiaries aresistent with those adopted by the
Company. Intercompany balances and investmentshanesult of equity adjustments,
as well as intercompany transactions and unreafizefit (loss), have been eliminated
in consolidation, unless the subsidiary has evidesicimpairment. The subsidiaries’
accounting information used for consolidation waspared as of the same date as the
Company's accounting information.

The operations of the subsidiaries are describé&tbie 12.

5. CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise the following:

Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011
Fixed fund 18 16 21 21
Banks 1,245 1,272 1,373 2,477
Short-term bank deposits 93,788 71,208 95,528 72,224
95,051 72,496 96,922 74,722

Short-term bank deposits (CDBS) are remuneratddeativerage of 100.46% of the
Interbank Deposit Certificate (CDI) rate.

6. TRADE RECEIVABLES

Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011

Trade receivables:

Customers - domestic market 91,600 89,957 95,252 94,577
Customers - foreign market 8,417 4,152 8,447 4,198
Subsidiaries - 1,905 - -
100,017 96,014 103,699 98,775

Provision for impairment of trade receivables (&r3 (5,835) (6,918) (6,544)
93,785 90,179 96,781 92,231

At December 31, 2012, the amount of R$ 10,052 insobdated trade receivables was
overdue and not provisioned as the balance refdoeddependent customers with no
history of default.
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Trade receivables by maturity are as follows:

Parent Consolidated

12/31/2012 12/31/2011 12/31/2012 12/31/2011

Not yet due 84,302 81,929 86,729 83,628
Overdue up to 30 days 6,237 6,769 6,811 7,125
Overdue from 31 to 60 days 1,899 386 1,900 386
Overdue from 61 to 90 days 240 115 241 124
Overdue from 91 to 180 days 89 162 95 180
Overdue for more than 180 days 7,250 6,653 7,923 7,332
100,017 96,014 103,699 98,775

The average credit term on the sale of producid idays. The Company recognized a
provision for the impairment of trade receivables lhalances past due for over 180
days based on an analysis of the financial postibeach debtor and on past default
experiences. A provision for impairment of tradeeigables is also constituted for
balances past due less than 180 days, when thengsnaxe considered uncollectible,
taking into consideration the financial positioneaich debtor.

Paren Consolidate
12/31/201. 12/31/201 12/31/201. 12/31/201
Balance at the beginning of the y (5,835 (5,697 (6,544 (6,406
Provision for losses recogniz (397, (146 (397, (146
Amounts recovered in the per - 8 23 8
Balance at the end of the y (6,232 (5,835 (6,918 (6,544

Part of the receivables, amounting to approximately53,018, was assigned as
collateral for certain financial transactions, amawhich were the pledge for 25% of
the amount of the outstanding balance of the praladf debentures (Note 16) and the
equivalent to 3 lease installments of the CCI opemgNote 15).

The credit quality of financial assets that werdthee past due nor impaired at
December 31, 2012 was assessed by reference twidastinformation about default
rates, as follows:

Quality - trade receivables Consolidated

Customer category % History Amount receivable

a) Customers with no history of default 93.25 80,874

b) Customers with history of default of up toayd 6.16 5,343

c) Customers with history of default over 7 days 0.59 512
86,729

a) Performing customers with no history of default.

b) Defaulting customers with a history of defadlup to 7 days, without history of
delinquency.

c¢) Defaulting customers with a history of defadlhwore than 7 days, without history of
delinquency.
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7. INVENTORIES

Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011
Finished products 4,334 5,486 4,334 7,442
Production materials 19,931 18,364 19,931 18,364
Consumable materials 13,040 11,890 13,086 11,924
Other 759 626 759 626
38,064 36,366 38,110 38,356

The cost of inventories recognized as an expensdht®d year totaled R$ 350,275
(R$ 345,377 in 2011) in the parent and R$ 352,28% 348,110 in 2011) in the

consolidated.

The cost of inventories recognized as an expergenal include any write-down of
inventory to net realizable value. Management etgpgw/entories to be used in less

than 12 months.

8. TAXES RECOVERABLE

Taxes recoverable consist of the following:

Value-added Tax on Sales and Servi
(ICMS) on the acquisition of property,
plant and equipment

ICMS

Social Contribution oRevenue:
(COFINS)

Excise Tax (IPI

Income ta

Socialcontributior

Income Tax Withheld at Source (IRF
Othel

Curren
Non-curren

Paren Consolidate
12/31/201; 12/31/201. 12/31/201, 12/31/201.
4,239 3,457 4,239 3,463
277 321 277 341
852 - 852 -
88 5,547 88 5,547
74 908 74 908
29 338 29 338
1,290 245 1,290 245
- 7 - 7
6,849 10,823 6,849 10,849
4,083 8,661 4,083 8,687
2,766 2,162 2,766 2,162

ICMS credits generated on the acquisition of progpeplant and equipment are
recoverable in 48 monthly and consecutive instaltsieas determined by specific

legislation.

IPI credits are generated on the acquisition ofiigpsed in the production process and
are utilized to offset taxes due on the sales dfi gaoduction unit.
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9. BANKS - RESTRICTED ACCOUNT

Banco do Brasil - New York - a)
Banco Credit Suisse - Brazil

Current
Non-current

Parent company and
Consolidated

12/31/2012 12/31/2011

931 3,840

- 4,834

931 8,674
931 5,143
- 3,531

a) Banco do Brasil - New York - represented by amouetigined to guarantee the
settlement of the quarterly installments of theakprepayment loan obtained
from Credit Suisse Bank, relating to the installnélling due in February
2013. Because of the renegotiation of the contsattject to the retention
realized on April 27, 2012, only the contractualenest will be due up to

November 2014.

10. OTHER ASSETS

Carbon credits

Advances to suppliers
Employee receivables
Renegotiation with customers

Prepaid expenses
Creditsreceivable- XKW
Trading

Other receivables

Current
Non-current

Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011

4,378 6,378 4,378 6,378
467 1,412 940 1,425
1,418 982 1,432 1,004
3,404 3,309 3,435 3,340
1,056 1,025 1,075 1,057

5,750 - 5,750 -
2,642 1,346 5,053 1,420
19,115 14,452 22,063 14,624
12,309 12,400 12,845 12,545
6,806 2,052 9,218 2,079

Carbon credits the Company has projects which generate carbedits originating

from the reduction of greenhouse gas emissions with installation of the Co-

Generation Plant and the Effluent Treatment Statiorthe Paper unit, in Vargem
Bonita - SC. These credits are traded through amgats signed, under the Kyoto
Protocol, with companies located in developed atesmitthat are required to reduce
emissions. The credits are recognized on the acdrasis as a reduction of the
production process costs and are measured accdalihg methodology approved by
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the Kyoto Protocol for each project, considering throbable realizable value,
estimated based on the agreements signed. As anibec 31, 2012, most of the
credits, which were the volumes generated througpteédnber 2011, were already
audited by DNV - DET NORSKE VERITAS CERTIFICATIONS\and were awaiting
the issuance of the respective credit certificatesrder to be traded. Management
expects these credits to be issued in less thamohizhs.

Renegotiation with customers refers to overdue receivables for which debt
acknowledgment agreements were formalized. Thel finaturity of the monthly
installments will be in November 2014 and the agermterest rate is 1% to 2% p.m.,
recognized as income on receipt. Some agreemetailiss collateral covenants for
machinery, equipment and property to guaranteecthegotiated debt amount.

The Company assesses the customers in renegotattchnvhen applicable, records a
provision for impairment on the amount of the resteged credits. In order to cover
losses, R$ 1,664 of credits were provisioned amidicted from the amount presented in
the Parent Company (R$ 3,404) and Consolidate B(R3b).

Prepaid expensesrefer primarily to premiums paid when contragtthe insurance for
all the Company's units, recognized in the statérokimcome on a monthly basis, over
the term of each policy.

Credits receivable - XKW Trading Ltdarefer to the sale of the Subsidiary Meu Mével
de Madeira Ltda.

11. DEFERRED INCOME TAX AND SOCIAL CONTRIBUTION

Deferred income tax and social contribution arewated on the temporary differences
for tax purposes, tax losses, adjustments of deswostdand variations in the fair value
of biological assets.

In 2011 and 2012, the Company computed income maxsacial contribution on the
effects of foreign exchange variations taxed ondagh basis and recorded a deferred
tax liability related to unrealized exchange vaoias.

Deferred tax liabilities were recognized basedhmnfair value of biological assets and
the deemed cost of property, plant and equipmeniyedl as adjustments relating to the
review of the useful lives of property, plant andupment. These temporary
differences resulted from the application of theankitional Tax System (RTT),
whereby the effects of recent changes in accoumiagtices are effectively eliminated
for tax purposes.

The initial tax impacts on the deemed cost of priypeplant and equipment were
recognized in equity.
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ASSETS Parent Consolidated

12/31/2012 12/31/2011 12/31/2012 12/31/2011
Deferred income tax assets
On temporary differences 11,462 11,261 11,462 11,293
On tax losses 1,624 932 1,624 932
Deferred social contribution assets
On temporary differences 4,126 4,054 4,126 4,071
On tax losses 585 336 585 336
17,797 16,583 17,797 16,632
LIABILITIES Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011
Deferred income tax liabilities
Exchange rate variations taxed on the cash basis ,6611 3,945 4,344 5,477
Fair value of biological assets 37,230 30,224 38,628 31,737
Deemed cost of property, plant and equipment avidwie
of useful lives 86,074 87,562 106,913 108,579
Government grants 505 709 505 709
Cash flow hedges (2,322) - (2,322) -
Deferred social contribution liabilities
Exchange rate variations taxed on the cash basis 98 5 1,420 1,564 1,971
Fair value of biological assets 13,403 10,878 14,133 11,695
Deemed cost of property, plant and equipment avidwie
of useful lives 30,986 31,523 38,489 39,087
Government grants 182 256 182 256
Cash flow hedges (836) - (836) -
167,481 166,517 201,600 199,511
Deferred tax liabilities (net) 149,684 149,934 183,803 182,879

Management recorded deferred income tax and sadatribution on temporary
differences and tax losses. Based on forecastoweguprby the Board of Directors,
Management expects these balances, to be reaZedaws:
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Deferred tax asset Consolidated

Period 12/31/2012
2013 2,889
2014 2,614
2015 2,001
2016 2,372
After 2016 7,921
17,797

Deferred tax liability Consolidated

Period 12/31/2012
2013 2,041
2014 2,245
2015 2,470
2016 2,717
After 2016 192,127
201,600

The changes in deferred income tax and social iboriton were as follows:

Opening Recognized in the Discontinued Closing
Parent balance - results operations balance -
12/31/2011 P 12/31/2012
Deferred tax assets related to:
Provision for bonuses 1,021 1,593 - 2,614
Provision for sundry risks 14,161 (1,315) - 12,846
Other 134 (6) - 128
Total temporary differences 15,316 272 - 15,588
Tax losses 1,267 2,971 (2,029) 2,209
16,583 3,243 (2,029) 17,797
Opening . . . . Closing
Consolidated balance - RECO?en;ﬁletg in the Dé)sc;gtt'igl:gd balance -
12/31/201 P 12/31/201;
Deferred tax assets related to:

Provision for bonuses 1,021 1,593 - 2,614
Provision for sundry risks 14,161 (1,315) - 12,846
Other 183 (6) - 177
Total temporary differences 15,365 272 - 15,637
Tax losses 1,267 2,922 (2,029) 2,160
16,632 3,194 (2,029) 17,797
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Parent

Deferred tax liabilities related to:

Exchange rate variations taxed on the
cash basis

Fair value of biological assets

Deemed cost of biological assets and
useful life review

Government gran

Cash flow hedges

Consolidated

Deferred tax liabilities related to:

Exchange rate variations taxed on the
cash basis

Fair value of biological asst

Deemed cost of biological assets and
useful life review

Government gran

Cash flow hedges

Recognized in the

Opening balance results Recorded in equity Closing balance
12/31/2011 12/31/2012
5,365 (3,106) - 2,259

41,102 9,531 - 50,633

119,085 (2,025) - 117,060

96E (278, - 687

- - (3,158) (3,158)

166,517 4,122 (3,158) 167,481

Recognized in the

Opening balance results Recorded in equity Closing balance
12/31/2011 12/31/2012
7,448 (1,540) - 5,908

43,43. 9,32¢ - 52,76

147,666 (2,264) - 145,402

96t (278, - 687

- - (3,158) (3,158)

199,511 5,247 (3,158) 201,600
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12. INVESTMENTS

Habitasul Irani Meu Moével HGE Iraflor Comércio Total
Florestal Trading de Madeira Geragdo de Energia de Madeiras
At December 31, 2010 119,957 85,052 1,506 3,529 - 210,044
Equity in the results of subsidiaries 10,589 11,922 - 594 23,105
Equity in the results of discontinued operation: - - (147) - - (147)
Proposed dividends (28,023) (12,090) - - (40,113)
Capital increase - - 37,536 37,536
Advances for future capital increase 12,510 5,640 - 18,150
At December 31, 2011 115,033 90,524 1,359 3,529 38,130 248,575
Equity in the results of subsidiaries 1,613 11,820 - (2,946) 9,083 19,570
Equity in the results of discontinued operation: - - 596 - - 596
Proposed dividends (14,086) (14,450) - - (594) (29,130)
Capital increase - 4,563 2,011 700 3,370 10,644
Advances for future capital increase 9,420 15,100 - - - 24,520
Decrease in capital - Meu Mével de Madeira - - (2,049) - - (2,049)
Sale of interest in Meu Mével de Madeira - - (1,917) - - (1,917)
At December 31, 2012 111,980 107,557 - 1,283 49,989 270,809
Liabilities 16,491 34,281 - 8 326
Equity 111,981 107,55¢ - 1,283 49,994
Assets 128,74z 141,84C - 1,291 50,320
Net revenue 23,002 16,709 13,641 - 11,597
Profit (loss) for the period 1,613 11,821 597 (2,947) 9,084
Ownership interest - % 100.00 100.00 99.93 99.98 99.99

The subsidiary Habitasul Florestal S.A. is engagedplanting, developing and
harvesting pine forests and extracting resins.

The activities of the subsidiary Irani Trading SiAclude intermediation in the export
and import of products, the export of products @&egufor resale and the management
and rental of properties. In May 2012, the subsydi@ceived a capital contribution
from the parent company Celulose Irani S.A. in #mount of R$ 4,563, paid up
through the transfer of property, plant and equipime

The subsidiary Iraflor Comércio de Madeiras Ltdarries out activities related to the
management and sale of planted forests for thenpaoenpany Celulose Irani S.A. and
also for the market. On January 26, 2012 the sidgideceived a capital contribution
from the parent company Celulose Irani S.A. in #mount of R$ 3,370, paid up
through the transfer of forest assets.

The subsidiary Meu Mével de Madeira Comércio de ®éw Decoracdes Ltda. is
engaged in the retail sale of furniture and deaamgproducts and furniture assembly
services. The Company's Board of Directors approvedthe meeting held on

December 20, 2012, the divestiture of this subsjdia

The subsidiary HGE Geracao de Energia Sustentéaglaequired in 2009 and has as
its corporate objective the generation, transmissiod distribution of electric power
sourced from wind energy to permanently trade iamsndependent power producer.
This subsidiary continues to be in the preoperastage and is evaluating projects for
implementation.
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13. PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

a) Composition of property, plant and equipment:

Parent

At December 31, 20:
Net book value

At December 31, 2011
Opening balance
Purchases
Disposals
Transfers
Depreciation

Cost
Accumulated depreciation
Net book valu

Parent

At December 31, 2011
Net book valu

At December 31, 20:
Opening balanc
Purchase
Disposal
Transfer.
Depreciatiol

Cost
Accumulated depreciation
Net book value

Buildings and Equipment and Vehicles Construction in Advances to Assets under finance Leasehold

Land constructions facilities and tractors (*) Other progress suppliers leases improvements Total
123,894 28,136 344,035 513 3,147 5,216 6,740 17,745 14,669 544,095
123,894 28,136 344,035 513 3,147 5,216 6,740 17,745 14,669 544,095
7 41 2,044 187 947 28,107 4,153 2,441 - 37,927
- (20) (274) (5) (64) (6) (10,134) (424) - (10,927)
- 1,690 10,736 - 277 (12,703) - - - -
- (733) (29,769) (198) (744) - - (3,170) (642) (35,256)
123,901 36,268 515,845 1,774 7,992 20,614 759 27,780 16,061 750,994
- (7,154) (189,073) (1,277) (4,429) - (11,188) (2,034) (215,155)
123,90: 29,11« 326,77 497 3,56% 20,61« 75¢ 16,59: 14,02} 535,83¢

Buildings and Equipment and Vehicles Construction in Advances to Assets under finance Leasehold

Land constructions facilities and tractors (*) Other progress suppliers leases improvements Total
123,90: 29,11« 326,77 497 3,56: 20,61« 75¢ 16,592 14,020 535,83¢
123,90: 29,11« 326,77 497 3,56¢ 20,61« 75¢ 16,592 14,027 535,83¢
- 583 4,13( 92 34€ 27,58: 14,56¢ 1,22¢ - 48,53:
- - (130) - - (135 (9,297 (54) - (9,616
- 4,31¢ 21,881 - 712 (26,917 - - - -
- (1,276 (31,480 (181) (925) - - (3,175 (643, (37,680
123,901 40,692 542,67€ 1,850 8,588 21,149 6,030 28,523 16,061 789,470
- (7,953) (221,497, (1,442) (4,892) - - (13,934) (2,677) (252,395)
123,901 32,739 321,17¢ 408 3,696 21,149 6,030 14,589 13,384 537,075
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Consolidated

At December 31, 20:
Net book valu

At December 31, 2011
Opening balance
Purchases
Disposals
Transfers
Depreciation

Cost
Accumulated depreciation
Net book value

Consolidated

At December 31, 2011
Net book value

At December 31, 20:
Opening balance
Purchase
Disposals
Assets of discontinued operation
Transfers
Depreciatiol
Cost
Accumulated depreciation

Net book value

Buildings and Equipment and Vehicles Construction in Advances to Assets under finance Leasehold

Land constructions facilities and tractors (*) Other progress suppliers leases improvements Total
169,01 118,62: 344,11« 602 3,457 7,73¢ 6,741 17,74¢ 14,66¢ 682,70:
169,014 118,624 344,114 603 3,457 7,736 6,741 17,745 14,669 682,703
5,473 41 2,071 191 3,605 26,016 4,152 2,566 - 44,115
- (148) (275) (6) (65) 6) (10,134) (424) - (11,058)
- 1,690 10,736 - 277 (12,703) - - - -
- (2,835) (29,778) (204) (793) (19) - (3,178) (642) (37,449)
174,487 147,777 515,971 1,877 10,608 21,024 759 27,904 16,061 916,468
- (30,405) (189,103) (1,293) (4,127) - - (11,195) (2,034) (238,157)
174,487 117,372 326,868 584 6,481 21,024 759 16,709 14,027 678,311

Buildings and Equipment and Vehicles Construction in Advances to Assets under finance Leasehold

Land constructions facilities and tractors (*) Other progress suppliers leases improvements Total
174,487 117,372 326,868 584 6,481 21,024 759 16,709 14,027 678,311
174,487 117,372 326,868 584 6,481 21,024 759 16,709 14,027 678,311
1,68¢ 4,46¢ 4,173 124 363 27,68¢ 14,56 1,22: - 54,29¢
(61) (138) (131) - (2,212) (234) (9,296) (55) - (12,127)
- - (75) (27) (206) - - (62) - (370)
- 4,318 21,887 - 712 (26,917) - - - -
- (3,870 (31,428 (205, (1,038 - - (3,195 (643) (40,379
176,114 153,062 542,798 1,953 9,077 21,562 6,030 28,563 16,061 955,220
- (30,911) (221,500) (1,477) (4,977) - - (13,944) (2,677) (275,486)
176,114 122,151 321,298 476 4,100 21,562 6,030 14,619 13,384 679,734

(*) Refers to assets such as furniture and fixtare$ IT equipment.
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b) Composition of intangible assets

Intangible assets comprise software licenses etilizy the Company, which are

capitalized at historical cost of acquisition.
Software

At December 31, 2010

Net book value

At December 31, 2011
Opening balance
Purchases
Disposals
Amortization

Cost
Accumulated amortization
Net book value

At December 31, 2011

Net book value

At December 31, 2012
Opening balance
Purchases
Disposals
Amortization

Cost

Accumulated amortization
Net book value

c) Depreciation method

The table below shows the annual depreciation déésed based on the economic

Parent Consolidated
1,610 1,619
1,610 1,619
184 191
(30) (30)
(676) (677)
5,168 5,243
(4,080) (4,140)
1,088 1,103
Parent Consolidated
1,088 1,103
1,088 1,103
574 607
(13) (58)
(429) (429)
5,722 5,726
(4,502) (4,503)
1,220 1,223

useful lives of assets. The rates are presentie @nnual weighted average.
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Rate - %

Buildings and constructions * 2.25
Equipment and facilities** 6.45
Furniture, fittings and

IT equipment and software 5.71
Vehicles and 20.00
tractors

* includes weighted rates of leasehold improvements
** includes weighted rates of finance leases

d) Other information

Construction in progress refers to projects foritherovement and maintenance of the
production process of the Packaging Paper and Gated Cardboard Packaging Units
in Vargem Bonita - SC and the Packaging Unit inalatuba - SP. During the year,
finance charges in the amount of R$ 593 were dg@that an average rate of 9.18%
per annum, related to new funds utilized to finasyecific investment projects.

Advances to suppliers refer to investments in thekBging Paper and Corrugated
Cardboard Packaging Units in Vargem Bonita - SC.

The Company has finance lease agreements for neaghii equipment and vehicles,
with purchase option clauses, negotiated at a fietd and 1% of the guaranteed
residual value, payable at the end or diluted dutime period of the lease. The
agreements are collateralized by the leased asBets.commitments assumed are
recognized as new funds in current and non-cufianitities.

Leasehold improvements refer to the renovation led Corrugated Cardboard
Packaging Unit in Indaiatuba-SP, and are beingatggied on the straight-line method
at the rate of 4% per year. The property is owngdICFD - Administracido de
Imoveis Ltda. and PFC - Administragdo de Imoveidaltand the renovation expenses
were fully funded by Celulose Irani S.A.

Of the total depreciation of property, plant andiipment for 2012, in the parent
company, R$ 36,050 refers to cost of products aottiR$ 1,630 to administrative and
selling expenses (in 2011, R$ 34,365 and R$ 8%hertively). In the consolidated,
R$ 36,283 refers to cost of products sold and R$6tto administrative and selling
expenses (in 2011, R$ 34,584 and R$ 2,865 respgtiv

Of the total amortization of intangible assets 2612, in the parent company, R$ 38
refers to cost of products sold and R$ 391 to amhtnative and selling expenses (in
2011, R$ 27 and R$ 649, respectively). In the clineted, R$ 38 refers to cost of
products sold and R$ 391 to administrative andrmggkxpenses (in 2011, R$ 27 and
R$ 650, respectively).
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e) Impairment of property, plant and equipment

The Company did not identify any indicators of inmpeent of its assets as at
December 31, 2012.

f) Assets pledged as collateral

The Company pledged certain property, plant andpegent assets as collateral for
financial transactions, as disclosed below.

Consolidated

12/31/2012

Equipment and facilities 31,270
Buildings and constructions 90,722
Land 99,779
221,771

14. BIOLOGICAL ASSETS

The Company's biological assets comprise mainlypthating and cultivation of pine
trees for the supply of raw material for the pradac of pulp used in the packaging
paper production process, production of resinssates of timber logs to third parties.
All of the Company's biological assets form a sengtoup named "forests", measured
together at fair value on a six-monthly basis. Beeathe harvesting of the forests
planted is realized based on the requirement femnaterial and timber sales, and also
considering that all areas are replanted, the adwnmgthe fair value of these biological
assets are not significantly affected at the tifieaovesting.

The balance of the Company's biological assetsistsngf the cost of formation of the
forests and the fair value difference in relationtltie cultivation cost. Consequently,
the total balance of biological assets is recomtddir value, as follows:

Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011

Cost of development of

biological assets 40,932 36,489 78,602 74,107
Difference in fair value 118,980 92,027 184,690 165,890
Biological assets at fair value 159,912 128,516 263,292 239,997
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The Company considers that R$ 194,319 of the bitdbgical assets relates to forests
used as raw material for pulp and paper productidnyhich R$ 134,620 refers to
formed forests with more than six years. The remgiramount refers to growing
forests, which still need forestry treatments. Ehassets are located near the Pulp and
Paper plant in Vargem Bonita, SC, where they answmed.

The forests are harvested mainly based on thereegant of raw material for pulp and
paper production, and forests are replanted whgnfauming a renovation cycle that
meets the production demand of the unit.

The biological assets utilized for the productidrresins and the sale of timber logs
totaled R$ 68,973 and are located on the coastSofTRe resin is extracted based on
the generation capacity of this product by the $grand the trees for sale of logs are
extracted based on the demand for supply of tinmb#re region.

a) Assumptions for recognition of fair value less sast sell of biological assets.

The Company recognizes its biological assets atValue utilizing the following
assumptions:

0] The methodology utilized to measure the fair vabidiological assets is the
projection of future cash flows in accordance witle projected productivity
cycle of forests, determined considering the préidocptimization, taking into
consideration price changes and the growth of giol assets.

(i) The discount rate utilized for cash flows was trestGf Own Capital (Capital
Asset Pricing Model - CAPM). The cost of capitalastimated through the
analysis of the return targeted by investors foegbassets.

(i)  Projected productivity volumes of forests are dafirbased on stratification
according to the type of each species, sorted bgyation planning, age of
forests, productive potential and considering adpation cycle of the forests.
Forest management alternatives are created tolisbt#ifie optimum long-term
production flow, to maximize the yield of the fotgs

(iv)  The prices adopted for biological assets are tlubsgged in two past years,
based on market researches in the regions wherastets are located. Prices
are calculated in R$/cubic meter, taking into cdesation the costs necessary to
bring the assets to the point of sale or consumptio

(v)  Asset development expenses refer to the formatasmtscof biological assets
incurred by the Company.

(vi)  The depletion of biological assets is calculateskleon their average fair value,
multiplied by the volume harvested in the period.

(vi)  The Company reviews the fair value of its biologieasets periodically (in
general on a semiannual basis), which is considerdze an interval deemed
sufficient to prevent any lag in the balance of fie value of biological assets
recorded in the financial statements.
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The main assumptions considered in the calculadiothe fair value of biological
assets include: i) the remuneration of own contiilguassets (lease), at the rate of
3% per year, and ii) a discount rate of 8.0% par yer SC and RS assets.

In this year, the Company validated the assumptamuscriteria used to evaluate the
fair value of its biological assets, and evaluakaf its biological assets. In the year,
no other events impacted the valuation of the lgicll assets, such as rainstorms,
lightning and others that could affect the forests.

Main changes

The changes in the year were as follows:

Parent Consolidated

At 1/1/2011 161,451 238,215
Development expenses 4,536 4,857
Depletion

Historical cost (1,452) (3,867)

Fair value (4,832) (13,535)
Transfers for capitalization
of subsidiary (37,536) -
Changes in fair value 6,349 14,327
At 12/31/2011 128,516 239,997
Development expenses 5,126 5,748
Depletion

Historical cost (601) (3,369)

Fair value (1,764) (15,851)
Transfers for capitalization
of subsidiary (3,370) -
Changes in fair value 32,005 36,767
At 12/31/2012 159,912 263,292

The depletion of biological assets for the years wainly charged to production
cost, after an initial allocation to inventories evhforests are harvested and the
subsequent utilization in the production processate to third parties.

On June 3, 2011, the Company's Board of Directopsaved the capital contribution
to Iraflor Comércio de Madeiras Ltda. through ttensfer of forest assets owned by
the Company. The contribution of new biologicaleissamounting to R$ 3,370, was
authorized in the current period. The purpose o tfansaction was to improve the
management of forest assets and raise funds thr@pGA, as mentioned in
Note 15.
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b) Biological assets pledged as collateral

The Company has certain biological assets, in theuat of R$ 117,736, pledged as
collateral for financial transactions. The pled@gsgets represent approximately 45%
of total biological assets, equivalent to 20.6 $and hectares of land used, with
approximately 10.3 thousand hectares of plantesster

c) Production on third-party land

The Company has entered into non-cancelable legseraents for the production of
biological assets on third-party land, called parships. These agreements are valid
until all planted forests in these areas be haedest a cycle of approximately 15
years. The amount of biological assets in thirdypkand represents 9.3% of the total
area with the Company's biological assets.
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15. BORROWINGS

Parent Consolidated
12/31/201. 12/31/201 12/31/201; 12/31/201.
Current
Local currency
Government Agency for Machinery and
Equipment Financing (FINAME) 2,641 8,604 2,641 8,604 a)
Working capital 33,288 30,171 33,288 30,666 b
Working capita- CDCA 16,30¢ 15,50¢ 16,30¢ 15,50t c¢)
Finance leas: 1,41¢ 1,06t 1,43: 1,102 d)
Real Estate Credit - CClI - - 8,839 13,258 e)
Total local currenc 53,65¢ 55,34¢ 62,50% 69,13¢
Foreign currency
Finance leas: 2,83¢ 2,47¢ 2,83¢ 2,478 )
Advances on exchange contri 8,49( 5,641 8,49( 5,641 Q)
Toronto Dominion Bank - 177 - 177
Banco Credit Suisse 738 20,256 738 20,256 h)
Banco C.I.T - 94z - 94z
Banco Santander (Brazil) 1,690 1,638 1,690 634, i)
Banco Santander: - 2,014 - 2,014
Banco Itai BBA - - - - )
Banco do Bras 1,32¢ - 1,32¢ - k)
Banco Citibank 1,632 - 1,632 -
Totalforeign currenc 16,71¢ 33,14 16,71¢ 33,14
Total current 70,372 88,488 79,225 102,278
Non-current
Local currency
Government Agency for Machinery and
Equipment Financing (FINAME 7,79¢ 9,24( 7,79¢ 9,24( a)
Working capital 18,880 25,643 18,880 25,643 b
Working capital - CDCA 66,741 78,367 66,741 8,367 «¢)
Finance leasi 982 1,41¢ 99z 1,492 d)
Real Estate Credit Note (C( - - - 8,83¢ €)
Total local currency 94,399 114,666 94,410 188,5
Foreign currenc
Finance leases - 1,164 - 1,164 )
Banco Credit Suis: 75,05: 53,60( 75,05: 53,60 h)
Banco Santander (Bra: - 1,63¢ - 1,63¢ i)
Banco Itat BBA 34,716 - 34,716 - )
Banco do Brasil 2,048 - 2,048 - k)
Banco Citiban 2,77¢ - 2,77¢ - D
Total foreign currency 114,591 56,402 114,591 ,468
Total non-current 208,990 171,068 209,001 173,98
Total 279,362 259,556 288,226 282,261
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Parent Consolidated

Long-term maturities 12/31/201. 12/31/201 12/31/201. 12/31/201
2013 - 43,564 - 52,403
201¢ 46,32: 49,40( 46,33: 49,40(
2015 58,952 47,524 58,952 47,524
2016 67,654 14,746 67,654 14,782
2017 to 2019 36,062 15,834 36,062 15,874
208,990 171,068 209,001 179,983

Local currency loans:

a) Finame - subject to an annual average interestofa®24% with final maturity in
2019.

b) Working capital - subject to an annual averagerésterate of 8.63% with final
maturity in the second half of 2015.

Transaction costs:
The working capital transactions with Banco Safreurred a transaction cost of

R$ 279, with an effective interest rate of 10.72%. @he transaction costs to be
allocated to the results in each subsequent yeaasafollows:

Yeal Principa
201z 105
201¢ 36
201¢ 19
160

c) Working capital - CDCA

On June 20, 2011, the Company issued AgribusinesslitCRight Certificates
(CDCA), in the original amount of R$90,000, in fawd Banco Ital BBA S.A. and
Banco Rabobank International Brasil S.A.

The CDCA relates to the credit rights arising frahe Rural Producer Notes
("CPR"), issued by the subsidiary Iraflor Comérdm Madeiras Ltda., which have
as the creditor Celulose Irani S.A., under the teohLaw 8,929 of August 22,
1994.

This transaction is being settled in six annualaitments as from June 2012,
adjusted at the Amplified Consumer Price Index AP ®lus 10.22% p.a.

Transaction costs:
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This transaction incurred a cost of R$ 3,636, \aitreffective interest rate of
16.15% p.a. The transaction costs to be allocatdioket results in each subsequent
year are as follows:

Year Principal

2013 763
2014 634
2015 484
2016 310
2017 109

2,300

d) Finance leases - subject to an annual averageestteate of 15.70%, with final
maturity in 2015.

Parent Consolidated
Long-term maturities of finance leas 12/31/201. 12/31/201 12/31/201. 12/31/201
2013 - 2,285 - 2,327
201« 78( 29t 791 32¢
201t 20z - 20z -
982 2,58( 99: 2,65¢

e) Real Estate Credit Note - CCI

On August 3, 2010, the subsidiary Irani Trading.SsBued a Private Instrument of
Real Estate Credit Note (CCI) backed by the leag®ement entered into on
October 20, 2009 between Irani Trading S.A. andildsé Irani S.A.

Irani Trading S.A. assigned the CCIl to Brazilianc@#&ies Companhia de
Securitizacao ("Securitizer"). As a result of tlassignment, Securitizer issued
Certificates of Real Estate Receivables (CRIs) amd\ugust 6, 2010 paid to Irani
Trading S.A. the CCI assignment price of R$ 40,888ich was equivalent to the
net present value of 37 future leasing installmantke rate of 14.70% per annum.

This transaction is being settled in 37 monthly aassecutive installments of
R$ 1,364 each, from August 25, 2010 through Au@3st2013, due by the lessee
Celulose Irani S.A. to the lessor Irani Trading $.As determined by the lease
agreement.
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Foreign currency loans:

Foreign currency denominated loans at December2812 were adjusted for U.S.
dollar or Euro exchange rate fluctuations and la@awal average interest of 7.72% and
4.32% for transactions in U.S. dollars and Eurespectively.

f) Finance leases are adjusted for U.S. dollar exe@haate fluctuations and are
repayable in quarterly installments, with final ovétty at the end of 2013.

g) Advances on foreign exchange contracts are adjdstdd.S. dollar exchange rate
fluctuations and are repayable in a single insttiiraccording to each contract,
with maturities in the first half of 2013.

h) The financing from Banco Credit Suisse is adjustedU.S. dollar exchange rate
fluctuations and is repayable in quarterly instaits. This transaction refers to
prepayments of future exports.

Through the Amended and Restated Agreement of &@rik012, the Company and
Credit Suisse rearranged the export prepaymensacsion for a final maturity in

2017 and grace period of 30 months for the paynoérthe installments of the

principal.

Transaction costs:

This transaction incurred a cost of R$ 5,310. Tleen@any rearranged the term on
April 27, 2012, incurring an additional transactioost of R$ 2,550. Consequently,
the effective interest rate decreased from 19.12%2t31%.

The transaction costs to be allocated to the esnleach subsequent year are as
follows:

Year Principal

2013 932
2014 1,142
2015 1,588
2016 2,209
2017 396

6,267

i) Banco Santander (Brazil) - adjusted for Euro exgeamate fluctuations and
repayable in annual installments with final magunit 2013.

j) Banco Itat BBA - adjusted for U.S. dollar exchangge fluctuations and repayable
in semiannual installments with final maturity 017

Transaction costs:
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This transaction incurred a cost of R$ 560, witheffective interest rate of 6.38%
p.a. The transaction costs to be allocated todbelts in each subsequent year are as
follows:

Year Principal

2013 162
2014 122
2015 78
2016 32
2017 4

398

k) Banco do Brasil - adjusted for U.S. dollar excharage fluctuations and repayable
in semiannual installments with final maturity i@15.

[) Banco Citibank - adjusted for U.S. dollar exchargte fluctuations and repayable
in quarterly installments with final maturity in 25.

Transaction costs:

This transaction incurred a cost of R$ 101, witheffactive interest rate of 5.68%
p.a. The transaction costs to be allocated todhelts in each subsequent year are

as follows:
Year Principal
2013 43
2014 27
2015 10
80
Collateral:

The collateral for the borrowing transactions imlgs sureties of the controlling
stockholders and/or statutory liens on land, boddi machinery and equipment,
biological assets (forests), commercial pledges asdignments of receivables
amounting to R$ 83,407. Some transactions havefgpggarantees, as follows:

i) For working capital - Agribusiness Credit Rigbertificates (CDCA) - the Company
provided collateral of approximately R$ 82,580 liliing:

» Assignment of credit rights relating to Rural ProeuNotes (CPRS) in favor of the
creditor.

* Mortgage on some of the Company's properties iarfa¥ the banks for a total area
equivalent to 9,500 hectares.
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» Statutory lien on pine and eucalyptus forests enntiortgaged properties owned by
the issuer.

i) For the Real Estate Credit Note (CCl), the Camyp provided collateral in favor of
Securitizer of approximately R$ 38,904, including:

* Mortgage on some properties of Celulose Irani S(registration 2479, 2481 and
8535 of the Real Estate Registry Office of the diadliDistrict of Ponte Serrada,
SC).

e Agricultural pledge of forest assets (pine and Bytas trees) planted in the
mortgaged areas, mentioned in the previous item.

« Assignment of receivables of assets representatidopledge of trade notes, in the
amount equivalent to three monthly installments dydessee Celulose Irani S.A.
to lessor Irani Trading S.A., as prescribed byltase agreement.

iif) For the export prepayment financing grantedBanco Credit Suisse, the Company
pledged as collateral the shares held in its sidgitHabitasul Florestal S.A.

Iv) The loan from Banco Santander (Brazil) is caltalized by receivables from the sale
of carbon credits generated from the Electricity-@sneration project, negotiated
under contracts in effect until 2012.

Restrictive financial covenants:

Some financing agreements with financial instimsiohave restrictive covenants
requiring the Company to comply with certain finehcatios, calculated based on the
consolidated financial statements, as mentioneabel

i) Working capital - Agribusiness Credit Right Cerdétes (CDCA)
i) Real Estate Credit Note (CCI)
lii)Banco Ital BBA

Some restrictive financial covenants linked to cbamze with certain financial ratios,
measured on a quarterly basis, were establishedrendon-compliance with these
covenants could generate the accelerated matdribhealebt.

a) The ratio between net debt and EBITDA over the 1&months must not exceed 3
times (3.00x) as from the quarter ended June 302.2Bowever, if in a specific
guarter (Reference Quarter), the non-complianck thi¢ ratio between net debt and
EBITDA over the last 12 months has occurred in aogewhen the foreign
exchange variation is positive and higher than 1B%s established that only in
this case the Issuer will be released from compglywth such financial ratio for this
quarter. The indicator will be measured again baeedthe results for the
immediately subsequent quarter, in which period réted between net debt and
EBITDA over the last 12 months must not exceedlithé previously established
for the Reference Quarter.
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b) The ratio between EBITDA and net financial expermses the last 12 months must
not be lower than 2.00x as from the quarter endeé 30, 2012.

c) The ratio between EBITDA and net revenue over #s 12 months must not be
lower than 17% over the entire transaction periadjl full compliance with all
obligations arising from the Issue Documents.

The Company complied with the covenants describedeaat December 31, 2012.
iv) Banco Credit Suisse

a) Net debt/EBITDA ratio of (i) 3.00x for the quarteesded between June 30, 2012
and March 30, 2015, and (ii) 3.75x for the subsatjgaarters up to 2017.

b) Ratio of EBITDA over the net finance costs of 2.00xthe quarters ended as from
June 30, 2012 up to 2017.

The Company complied with the covenants describede@aat December 31, 2012.
v) Banco Santander (Brazil) (analysis performed anithe end of each year).

a) EBITDA margin equal to or higher than 17%;

b) Ratio between net debt and EBITDA, maximum of 3x;

¢) Maximum financial leverage of 2x the tangible shatders' equity, as defined in
the agreement.

The Company complied with the covenants described@at December 31, 2012.

Key:

TJLP - Long-term Interest Rate

CDI - Interbank Deposit Certificate

EBITDA - operating income (loss) plus net finanoeame (costs) and depreciation,
depletion and amortization.

ROL - Net operating revenue
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16. DEBENTURES

First issue of simple debentures

On April 12, 2010, the Company issued simple, nameatible debentures, placed
through public offering with restricted distributidi.e. only to qualified institutional

investors), in the amount of R$ 100,000. The debvestwill mature in March 2015

and are being repaid in eight semiannual instaltemes from September 2011,
adjusted based on the CDI rate plus annual inteféso. Interest is due in semiannual
installments, without a grace period.

Transaction costs:

This transaction incurred a cost of R$ 3,623, waitheffective interest rate of 16%
p.a. The transaction costs to be allocated todhelts in each subsequent year are as

follows:
Year Principal
2013 851
2014 893
2015 226
1,970

Collateral:

Debentures have collateral in the amount of R$11ER,as follows:

» Assignment in favor of the Land Trustee of Celultrsmi in conformity with the
terms and conditions determined in the Privaterdinsént of Assignment of Real
Estate of Irani and Other Covenants, which willrguéee the debt up to the limit of
R$ 26,205.

» Assignment in favor of the Land and Buildings Tegsof Irani Trading ("Trading")
in conformity with the terms and conditions of tHerivate Instrument of
Assignment of Real Estate of Trading and Other @Games, which will guarantee
the debt up to the limit of R$ 40,000.

» Agricultural pledge in favor of the Forest Assetrusiee of Celulose Irani in
conformity with the terms and conditions of thevBte Instrument of Agricultural
Pledge and Other Covenants.

* Assignment of receivables in favor of the Receigablrustee of Celulose Irani,
equivalent to 25% of the outstanding principal betof the Debentures.
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Restrictive financial covenants:

Some restrictive financial covenants relating tanpbance with certain financial
ratios, measured on a quarterly basis, were eskedgli Non-compliance with these
covenants could generate the accelerated maturityeodebt. The covenants, set out
below, were fully complied with over the year:

a) The ratio between net debt and EBITDA over the 1@smonths must not exceed 3
times (3.00x) as from the quarter ended June 302.2Bowever, if in a specific
guarter (Reference Quarter), the non-complianck il ratio between net debt and
EBITDA over the last 12 months has occurred in @ogewhen the foreign
exchange variation is positive and higher than 1B%s established that only in
this case the Issuer will be released from complywth such financial ratio for this
qguarter. The indicator will be measured again baeadthe results for the
immediately subsequent quarter, in which period rte® between net debt and
EBITDA over the last 12 months must not exceedlithé previously established
for the Reference Quarter.

b) The ratio between EBITDA and net finance costs dkerlast 12 months must not
be lower than 2.00x as from the quarter ended 30n2012.

c) The ratio between EBITDA and net revenues overdbe12 months must not be
lower than 17% over the entire transaction penodil full compliance with all the
obligations arising from the Issue Documents.

The Company complied with the covenants describes@at December 31, 2012.

Second issue of simple debentures

On November 30, 2012, the Company issued simplecaonvertible debentures,
placed through public offering with restricted distition (i.e. only to qualified
institutional investors), in the amount of R$ 6@00he debentures will mature in
November 2017 and are being repaid in five annostiallments as from November
2013, adjusted based on the CDI rate plus anntekst of 2.75%.

Transaction costs:

This transaction incurred a cost of R$ 1,120, itheffective interest rate of 10.62%
p.a. The transaction costs to be allocated todhelts in each subsequent year are as
follows:
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Year Principal

2013 345
2014 288
2015 225
2016 155
2017 78
1,091

Collateral:

Debentures will have collateral in the amount of@&51, as follows:

» Assignment in favor of the Land Trustee of Celultrsmi in conformity with the
terms and conditions determined in the Privaterlinsént of Assignment of Real
Estate of Irani and Other Covenants, in first degne the amount of R$ 9,055 and
in 2nd degree in the amount of R$ 31,252.

» Agricultural pledge of certain assets in favor bk tForest Assets Trustee of
Celulose Irani in conformity with the terms and ditions of the Private Instrument
of Agricultural Pledge and Other Covenants.

* Assignment of receivables in favor of the Receigablrustee of Celulose Irani,
equivalent to 25% of the outstanding principal be&of the Debentures.

Restrictive financial covenants:

Some restrictive financial covenants relating tanpbance with certain financial
ratios, measured on an annual basis, were estattlisilon-compliance with these
covenants could generate the accelerated maturiiyeodebt. The covenants, set out
below, were fully complied with over the year:

a) The ratio between net debt and EBITDA for the yeaded December 31, 2012
cannot be higher than 3.50x.

b) The ratio between net debt and EBITDA for the yeaded December 31, 2013
cannot be higher than 3.65x.

c) The ratio between net debt and EBITDA for the yeaded December 31, 2014
cannot be higher than 3.25x.

d) As from the year ended December 31, 2015, the ragioveen net debt and
EBITDA cannot be higher than 3.00x.

e) The ration between EBITDA and the net finance coatot be lower than 2.00x
as from the year ended December 31, 2012.

The Company complied with the covenants described@aat December 31, 2012.
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First private issue of simple debentures

On August 19, 2010, the Company issued simple, ororertible debentures for

R$ 40,000, paid up by the subsidiary Irani Tradhg. The debentures will mature in
a single installment in August 2015 and are adfusi@sed on the IPCA plus annual
interest of 6%. Interest will be paid together witle single installment of the principal
in August 2015.

Transaction costs:

This transaction incurred a cost of R$ 1,902, wveitheffective interest rate of 9.62%
p.a., which will be allocated to the results inteaabsequent year as follows:

Year Principal
2013 136
2014 588
2015 1,082

1,806

This issue is not collateralized and does not mastictive financial covenants.

The repayment of the debentures, by year, is dielag/s:

Parent Consolidated

Year 12/31/2012 12/31/2011 12/31/2012 12/31/2011
2012 - 25,226 - 25,226
2013 36,526 24,999 36,526 24,999
2014 36,089 24,603 36,089 24,603
2015 74,175 57,625 23,440 11,652

2016 11,935 - 11,935 -

2017 12,013 - 12,014 -
170,738 132,453 120,004 86,480
Current 39,026 26,000 39,026 26,000
Non-current 131,712 106,453 80,978 60,480
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17. TRADE PAYABLES

Payables to suppliers are as follows:

Parent Consolidated
CURRENT 12/31/2012 12/31/2011  12/31/2012 12/31/2011
Domestic
Materials 31,265 26,377 31,210 27,741
Property, plant and
equipment 2,112 1,975 2,112 1,975
Service providers 2,453 2,451 2,597 2,603
Carriers 5,511 5,211 5,514 5,271
Related parties 16,500 6,653 - -
Property, plant and
equipment being shipped 2,168 - 2,168 -
Consignment 65 - 65 -
Foreign
Materials 81 123 81 123
60,155 42,790 43,747 37,713

18. TAXES PAYABLE IN INSTALLMENTS

The Company opted for the REFIS - tax refinancinggpam regulated by Law
11,941/09 and Provisional Measure 470/09, for tngment of its taxes in installments.
The installments are paid monthly and are subpeabterest at the Special System for

Settlement and Custody (SELIC) rate.

The Company also refinanced the ICMS of the Stat®&o Paulo, which is subject to

interest of 2% per month, paid monthly.

The amounts are as follows:
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CURRENT

Parent Consolidated
Federal Tax Installments 12/31/2012 12/31/2011 12/31/2012 12/31/2011
REFIS installments - Federal
Revenue Service 2,330 2,148 2,360 2,177
Employer's INSS payable in
installments 767 721 862 811
FNDE payable in installments - - 25 -
3,097 2,869 3,247 2,988
Parent Consolidated
State Tax Installments 12/31/2012 12/31/2011 12/31/2012 12/31/2011
ICMS payable in installments 1,988 1,693 1,988 1,694
1,988 1,693 1,988 1,694
Total installments 5,085 4,562 5,235 4,682
NON-CURRENT ASSETS
Parent Consolidated
Federal Tax Installments 12/31/2012 12/31/2011 12/31/2012 12/31/2011
REFIS installments - Federal
Revenue Service 3,919 6,200 3,945 6,253
Employer's INSS payable in
installments 1,022 1,682 1,054 1,802
FNDE payable in installments - - 76 -
4941 7,882 5,075 8,055
Parent Consolidated
State Tax Installments 12/31/2012 12/31/2011 12/31/2012 12/31/2011
ICMS payable in installments 1,304 2,784 1,304 2,784
1,304 2,784 1,304 2,784
Total installments 6,245 10,666 6,379 10,839
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Long-term maturities: Parent Consolidated
12/31/2012 12/31/2011  12/31/2012 12/31/2011

2013 - 2,912 - 3,031
2014 2,393 2,327 2,527 2,381
2015 618 787 618 787
2016 343 488 343 511
After 2016 2,891 4,152 2,891 4,129
6,245 10,666 6,379 10,839

INSS - Refers to the refinancing of social secudontributions established by Law
10,684/03, where the Company opted for REFIS indddwver 2009.

Federal Revenue Service - Refers to the refinanaiigderal taxes established by Law
10,684/03, where the Company opted for Refis indwaver 2009, and the refinancing
of other Excise Tax (IPI) debts in the current amoaf R$ 6,249, of which R$ 2,346

refers to principal and R$ 3,903 to fines and asréaterest. This amount is being paid
in 180 installments and is subject to the SELI@rast rate.

Employer INSS - Refers to the refinancing of sosedurity contributions in November
and December 2008.

19. RELATED-PARTY TRANSACTIONS

Paren Accounts receivab Accounts payab Debenturepayabl Loans payab
12/31/201. 12/31/201.  12/31/201. 12/31/201.  12/31/201; 12/31/201  12/31/201. 12/31/201.

Irani Trading S.A. 3,136 3,774 1,41¢ 1,400 50,73¢ 45,97 - 2,109
Habitasul Florestal S.A. 2,171 3,972 81 37t - - - -
HGE - Geragéo de Energia - 11 601 92(
Meu Mével de Madeira - 1,905 - -
Management 1,553 - - -
Iraflor - Com. de Madeiras Ltda. - 15,00« 4,877
Management remuneration - - 1,63( 871
Management profit sharing - - 8,21( 5,279 - - - -
Total 6,860 9,662 26,94: 13,72¢ 50,73¢ 45,97: - 2,109
Current portion 5,307 9,662 26,94: 13,72¢ - - - -
Non-current portion 1,553 - - 50,73¢ 45,97 - 2,109
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Parent Revenue Expenses
201z 2011 2017 2011

Irani Trading S.A. - - 16,989 17,188
Habitasul Florestal S., - - 3,48¢ 2,882
Iraflor - Com. de Madeiras Ltda. - - 10,357 4,564
Druck, Mallmann, Oliveira & Advogados Associados - - 239 224
MCFD Administragdo de Imoéveis Ltda. - - 946 900
Irani Participacdes S.. - - 48( 571
Meu Mével de Madeira 12 61 -
Habitasul Desenvolvimentos Imaobiliarios - - 111 113
Sharebased payme - - 32¢ -
Management remunerati - - 6,47¢ 4,43;
Management profit sharing - - 2,931 1,461
Total 12 61 42,344 32,33t
Consolidated Accounts receivable Accounts payable Expenses

12/31/201: 12/31/201  12/31/201212/31/201 2012 2011
Irani ParticipacGes S.. - - - - 48( 571
Druck, Mallmann, Oliveira & Advogados Associados - - - - 239 224
MCFD Administracéo de Iméveis Ltda. - - - - 946 90C
Management remuneration - - 1,77C 871 6,954 4,81F
Habitasul Desenvolvimentos Imobiliarios - - - - 111 113
Share-based payment - - - - 326 -
Managemet 1,55 - - - - -
Managemenprofit sharing - - 8,21( 5,27¢ 2,931 1,461
Total 1,553 - 9,980 6,156 11,986 8,08¢
Current portion - - 9,980 6,156 11,986 8,08¢
Nor-current portion 1,553 - - - - -

The receivables from/payables to the subsidiariesi| Trading S.A., Habitasul

Florestal S.A. and Iraflor -

Comércio de Madeiragdd. refer to commercial

transactions and the acquisition of raw materiad #ime supply of products. The
transactions were compatible with respective madatditions and amounts. The
receivables of the parent company from the subsgdialrani Trading S.A. and
Habitasul Florestal S.A. are related to the mangatanimum dividends for 2012 and

2011.

Irani Trading S.A. is currently the owner of an usttial property in Vargem Bonita,
SC, which is rented to Celulose Irani S.A. pursuana lease agreement entered into
between the parties on October 20, 2009 and amendedugust 3, 2010. This
agreement is valid for 64 months from the beginniighe lease agreement, which
occurred on January 1, 2010. The property is ledsea@ fixed monthly amount of

R$ 1,364.

On August 19, 2010, the Company issued simple del®s) which were acquired by
the subsidiary Irani Trading S.A. The debentures sarbject to the IPCA plus annual
interest of 6% and mature as disclosed in Note 16.
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In 2011 and 2012, the Company transferred to Irafilhe amount of
R$ 40,845 in planted forests as a capital contiobutOn June 16, 2011, the subsidiary
Iraflor issued Rural Producer Notes (CPR) with ffimaaturity in June 2018 and
representing the Company's rights to receive woothis period. Based on the credit
rights from the CPRs, the Company issued Agribssin€redit Right Certificates
(CDCA) on June 20, 2011, in favor of Banco Itai BB#A. and Banco Rabobank
International Brasil S.A.

Receivables from management refer to loans graoyethe Company to its officers,
which will be settled up to 2015.

The amount payable to HGE - Geracao de Energie®askl relates to the amount of
capital to be paid up by the end of 2013, relatmghe contractual amendment for a
capital increase.

The amount payable to Irani Participagtes relataetvices rendered to the Company.

The amount payable to Habitasul Desenvolvimentasblhdrios refers to the rental of
the administrative unit in Porto Alegre, based an agreement entered into on
December 1, 2008 for an unspecified period.

The amount payable to MCFD Administracdo de Imoléis. is equivalent to 50% of
the monthly rental of the Packaging Unit in Indaks-SP, in accordance with an
agreement formalized on December 26, 2006 andtefefor 20 years, which can be
renewed. The monthly amount payable to this relgtady is R$ 87. The total
contractual monthly rental is R$ 174, adjusted afiplbased on the variation of the
General Market Price Index - IGPM disclosed by Fagéb Getulio Vargas.

The amount payable to Druck, Mallmann, Oliveira &wwgados Associados refers to
legal advisory services, based on an agreementeenieto on June 1, 2006 for an
unspecified period, adjusted annually based orvéination of the National Consumer
Price Index - INPC.

Payables attributable to management compensatiate te directors' fees and variable
long-term compensation.

Management compensation expenses, net of payraktaotaled R$ 6,954 in 2012
(R$ 4,815 in 2011). The global management compemsaias approved at the General
Meeting of Shareholders held on May 25, 2012, erttaximum amount of R$ 16,600.
On September 28, 2012, the authorization for themeat of R$ 7,600 related to the
bonus liquidity to the Company's management waseadad, since it was subject to the
public offering canceled on the same date.
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In addition, management profit sharing for 2012thie amount of R$ 2,931, equivalent
to 10% of the profit for the year, was recognizegasately, in accordance with the
Company's bylaws. The distribution to managemeiithei made according to a long-
term variable compensation program approved byted of Directors.

20. PROVISION FOR CONTINGENCIES

The Company and its subsidiaries are parties tp dad and labor lawsuits and to
administrative tax proceedings. Management, baseth@ opinion of its attorneys and
legal advisors, believes that the provision coutgd for contingencies is sufficient to
cover probable losses in connection with such ogeticies.

The provision for contingencies is comprised akfos:

Parent Consolidated
12/31/2012 12/31/2011 12/31/2012 12/31/2011

Civil 977 1,308 985 1,308
Labor 598 499 892 566
Tax 36,160 39,843 36,160 39,843
Total 37,735 41,650 38,037 41,717
Judicial deposits 574 996 632 1,258

Changes in the provision

Parent 12/31/2011 Provision Payments Reversal 12/31/2012
Civil 1,30¢ 43 (288; (86) 977
Labor 499 239 (140) - 598
Tax 39,843 2,43( - (6,113) 36,160
41,65( 2,712 (428 (6,199 37,73t
Consolidated 12/31/2011 Provision Payments Reversal 12/31/2012
Civil 1,308 51 (288) (86) 985
Labor 566 513 (140) 47) 892
Tax 39,843 2,43( (6,113) 36,160

41,71 2,99¢ (428 (6,246 38,03

The provision for contingencies refers basicalty to

a) Civil lawsuits related, among other matters, teeimaity claims in connection with
termination of agreements with sales representatigrovision of R$ 985 was
recorded at December 31, 2012 to cover losses@tisim these contingencies.
Judicial deposits relating to these lawsuits amewiR$ 278 and are classified in
non-current assets.
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b) Labor lawsuits related, among other matters, tonddiled by former employees
for payment of overtime, health hazard premiumszah@dous duty premiums,
occupational illnesses and accidents. Based onegxggrience and legal counsel's
opinion, the Company provisioned R$ 892 at DecemBgr 2012, which is
considered to be sufficient to cover losses arifiog labor contingencies. Judicial
deposits relating to these lawsuits amount to R& &bd are classified in non-
current assets.

c) The provision for tax contingencies refers to asaf federal taxes with IPI credits
on the acquisition of trimmings by the Company. Hmount offset from January
2008 to December 2011 was R$ 24,870. The adjustkzethde as at December 31,
2012 totaled R$ 36,160.

Contingencies (possible losses)

No provisions were recorded for contingencies gpeet of which the likelihood of loss
has been assessed by the legal counsel as pobsibiet probable. The amounts of the
related labor, civil, environmental and tax lawsugtt December 31, 2012, were as
follows:

Consolidated
12/31/2012 12/31/2011

Labor 14,280 11,752
Civil 2,650 2,064
Environmental 1,000 876
Tax 73,025 61,535

90,955 76,227

Labor contingencies

The labor lawsuits assessed by the legal counsahvadving possible losses total
R$ 14,280 and primarily include indemnity claim@zZhrdous duty premiums, health
hazard premiums, overtime, salary premiums, damages losses arising from
occupational accidents), which are currently dedént stages of legal proceedings and
for which the Company expects a favorable outcome.

Civil contingencies

The civil lawsuits assessed by the legal counseineslving possible losses total
R$ 2,650 and primarily include indemnity claims,igfhare currently at different stages
of proceedings and for which the Company expefds@rable outcome.

55



Environmental contingencies

Refers to a Public Civil Action aimed at restoritige degraded area, which was
considered partially valid. If it is not possible thake such restoration, it will be
converted into an indemnity. Even considering th& matter is difficult to quantify,
the Company believes that the amount of compensadmages will be less than the
maximum estimated amount of R$ 1,000.

Tax contingencies:

The tax proceedings assessed by the legal cousselalving possible losses total
R$ 73,025 and mainly include the following:

Administrative Proceeding 10925.000172/2003-66teeldo a tax notification
for alleged irregularity in offsetting IPI creditshich amounted to R$ 10,559 at
December 31, 2012. The lawsuit is currently in Traxpayers' Council (CC)
awaiting the decision on the Special Appeal filgdtie Company.

Tax collection lawsuit 2004.72.03.001555-8 filed tme National Institute of

Social Security (INSS) with respect to a Debt Assent Notice for the

payment of the social contribution on the grossnese from the sale of the
production of agroindustrial companies, which at®uaber 31, 2012, amounted
to R$ 5,026. The lawsuit was suspended by a caaisibn and is awaiting the
decision on the Action for Annulmer005.71.00.002527-8.

Tax collection lawsuit 99.70.00325-9 filed by thathnal Institute of Social
Security (INSS) for the collection of tax with resp to Debt Assessment Notice
(NFLD) 32.511.108-1 related to social security cidmitions allegedly due by
service firms providing outsourced labor, for whitle Company is considered
jointly liable, and which amounted to R$ 5,290 atcBmber 31, 2012. The
lawsuit was suspended by a court decision and isngdor the decision of the
Special Appeal 1.211.005.

Administrative proceedings 11080.013972/2007-12 H@B0.013973/2007-67,
amounting to R$ 4,469 at December 31, 2012, reltdetdx notifications for
PIS and COFINS, in respect of alleged improperctadits. The Company has
challenged these notifications at the administeatievel and awaits the
judgment of the voluntary appeals.

Administrative proceedings related to tax assessmetices received from the
Santa Catarina State for alleged undue ICMS taditsr®n the acquisition of
material used in the production of industrial pgamt this state which amounted
to R$ 30,990 at December 31, 2012. The Compang fikfense arguments in
respect of these tax assessments.
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* Administrative proceedings 11080.009902/2006-89801009904/2006-88 and
11080.009905/2006-12 related to federal taxes tofégminst presumed IPI
credits on exports, allegedly calculated impropédrythe amount of R$ 7,104 at
December 31, 2012. The Company has challenged thweseedings at the
administrative levels and is awaiting the decistonthe appeals filed with the
Taxpayers' Council.

21.EQUITY
a. Capital

The Company's capital at December 31, 2012 was 0B®I6, represented by
149,279,740 common shares and 12,810,260 prefstiaces, totaling 162,090,000
shares, without par value. The holders of prefesiedres are entitled to: dividends
under the same conditions adopted for common shariesity in the reimbursement of
capital, without a premium, in the event of liguida of the Company, and 100% Tag
Along rights. The Company may issue preferred shamthout par value and without
voting rights, up to the limit of 2/3 of the Compantotal shares, and increase existing
share types or classes without maintaining thegtogm among the shares of each type
or class.

Capital was increased from R$ 63,381 to R$ 103.9v6)out issue of new shares,
through capitalization of the legal reserve andipretention reserve accounts in the
amount of R$ 40,595. The approval occurred on Felri29, 2012 through an
Extraordinary General Meeting of Shareholders.

b. Treasury shares

Parent Parent
12/31/201. 12/31/201
Numbe Value Numbe Value

Purchases from former direct Commor 92,04( 48 92,04( 48

Preferred - - - -

Share buyback pl: Commor 1,246,001 1,61( 1,246,001 1,61(

Preferre: 274,00( 38C 274,00( 38C
Rightto withdraw Commor - -
Preferre: 2,352,10! 6,80¢

3,964,141 8,84: 1,612,041 2,03¢

Purchases from former directors are shares the @oeynmcquired from former
directors who left the Company in previous pericsdetermined by the stock option
plan effective on the date of the acquisition.
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The objective of the share buyback plan was to mee the value of the shares for
shareholders. This program was concluded withincd&8fs, on November 23, 2011.

The shares acquired through the right to withdrasult from changes in the
advantages attributed to the Company's preferrateshapproved at the General and
Extraordinary Meeting of Shareholders held on Apti®, 2012. Dissenting
shareholders holding preferred shares had the tghtithdraw from the Company
with the reimbursement of the share value baseth@n equity value recorded in the
balance sheet at December 31, 2011.

The Company's management will later propose theéndgi®n of the treasury shares or
their cancellation.

c. Profit for the year

Shareholders are entitled to minimum mandatorydéinds of 25% of profit for the
year, after offset of accumulated deficit and appedion of legal reserve. Dividends
credited in 2012, referring to profit for 2012, aimted to R$ 9,789.

The calculation of dividends and the balance ofddinds payable are as follows:

2012 2011
Profit for the year 26,381 9,354
Realized revenue reserve - biological assets 789 2,064
Realized revenue reserve - biological assets (dialiss) 4,126 2,963
Realization - deemed cost 7,864 21,444
Realization - deemed cost (subsidiaries) 1,313 ,6848
(-) Legal reserve (1,319) (468)
Basis for distribution of dividends 39,154 39,04
Minimum mandatory dividend 9,789 9,761
Interest on capital (JCP) - 5,000
(-) Income Tax Withheld at Source (IRRF)
on interest on capital - (750)
Interest on capital, net of income tax - 4,250
Mandatory minimum dividends payable 9,789 5,511
Total dividends and interest on capital per comisizare (R$ per share) 0.06 0.06
Total dividends and interest on capital per pref@share (R$ per share) 0.06 0.06
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The Company adds to the base for distribution efddnds, the realizations of the
reserve of biological assets and reserve for aagryialue adjustments. In 2011, the
realization of the reserve for carrying value atipents included unrealized differences
in prior years and which were originated upon tin&t-fime adoption of the pertinent
CPCs.

d. Revenue reserves

Revenue reserves comprise: legal reserve, resdrvaiotmgical assets and profit
retention reserve.

5% of annual profit is transferred to the legaleree, which can be utilized to offset
losses or for capital increases.

The reserve of biological assets was constitutezhlme the Company measured its
biological assets at fair value in the opening he¢asheet upon the first-time adoption
of IFRS. The creation of this statutory reserve \vapproved at the Extraordinary

General Meeting of Shareholders of February 29220hen the amount previously

recognized in the unrealized earnings reserve maasferred to this account.

The profit retention reserve comprises the remgimprofits after the offset of losses
and the transfer to the legal reserve, as wellhasdistribution of dividends. The
respective resources will be allocated to investmén property, plant and equipment
previously approved by the Board of Directors owyrba distributed in the future, if so
decided by the shareholders meeting. Certain agmetsmwith creditors contain
restrictive clauses relating to the distribution diidends above the mandatory
minimum dividend.

On July 20, 2012, the Company's Board of Directapproved the distribution of
interim dividends from the Retained Earnings actdatance in the last annual balance
sheet at December 31, 2011, which amounted to RZ%714 corresponding to
R$ 0.090223 per common and preferred share. Thewgdpvas in accordance with the
terms of Article 29, sole paragraph, of the Comfmbylaws. The Company obtained
the necessary authorizations from the creditorghisrdistribution.

At December 31, 2012, revenue reserves exceeddinibhef share capital, as foreseen
in Article 199 of the Brazilian Corporation Law. &m event subsequent to the year-end
(Note 36), the Company's Board of Directors appdoe& January 24, 2013, the
payment of interim dividends from revenue reseniasthe amount of R$ 14,267,
which will be ratified at the General Shareholddfieeting, bringing the revenue
reserves’ to an amount lower than share capitad, #rerefore within the limits
established by Law. The Company obtained the napgesmuthorizations from the
creditors for this distribution.
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e. Carrying value adjustments

The carrying value adjustments account was comnestitwhen the Company measured
its property, plant and equipment (land, machirarg buildings) at deemed cost in the
opening balance sheet upon the first-time adopifol-RS. The realization will occur
as the related deemed cost is depreciated, at wimehthe amounts involved will also
be adjusted in the base for calculating divideride balance at December 31, 2012,
net of tax, represented a gain of R$ 249,370.

The amounts of the financial instruments classisdcash flow hedges, net of tax
effects, are also recorded in carrying value adjasts and corresponded to a loss of
R$ 6,129 at December 31, 2012.

22. EARNINGS PER SHARE

Basic and diluted earnings per share are calculayedividing earnings or loss from
continuing and discontinued operations attributabléghe Company's shareholders by
the weighted average shares outstanding duringehied. The Company is not subject
to the effects of potential dilution such as detivertible into shares. Consequently,
diluted earnings per share are the same as thedmsiings per share.

i) Basic and diluted earnings of continuing openasi

2012
Common and
Common Preferred preferred shares
shares shares Total
Weighted average number of shares 147,941,700 4276 159,693,927
Profit for the year attributable
to each type of share 20,237 1,608 21,845
Basic and diluted earnings per share - R$ 0.1368 1368.
2011
Common and
Common Preferred preferred shares
shares shares Total
Weighted average number of shares 148,240,860 4260 160,858,960
Profit for the year attributable
to each type of share 8,756 745 9,501
Basic and diluted earnings per share - R$ 0.0591 0590
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i) Basic and diluted earnings (loss) of disconddwperations

2012
Common and
Common Preferred preferred shares
shares shares Total
Weighted average number of shares 147,941,700 4276 159,693,927
Profit for the year attributable
to each type of share 4,203 334 4,537
Basic and diluted earnings per share - R$ 0.0284 0284.
2011
Common and
Common Preferred preferred shares
shares shares Total
Weighted average number of shares 148,240,860 4260 160,858,960
Loss for the year attributable
to each type of share (135) (12) (247)
Basic and diluted loss per share - R$ (0.0009) 0 (12])]

23. STOCK OPTION PLAN

Celulose Irani operates a share-based compenggalaon settled with shares, under
which the Company receives services from employeesonsideration for equity
instruments (options) of the Company. The fair gadfi the employee services received
in exchange for the grant of the options is recoeghias an expense. The total amount
to be expensed is determined by reference to thedhe of the options granted. Non-
market vesting conditions are included in assumgtiabout the number of options
which are expected to be exercised. The total esgp@&nrecognized over the vesting
period, which is the period during which all of theecified vesting conditions are to be
satisfied. At the balance sheet date, the Compawiges its estimates of the number of
options that are expected to vest based on themawket vesting conditions. It
recognizes the impact of the revision to origingtireates, if any, in the statement of
income, with a corresponding adjustment to equity.

First Stock Option Plan (Program I)

The stock options were granted to managers andicenmployees, in accordance with
the decision of the Board of Directors on May 9120approved at the Extraordinary
General Meeting held on May 25, 2012. The exergigee of the options granted will
be R$ 1.26 per common or preferred share. The rgptiave a vesting period up to
December 31, 2013. The options can be exercised January 1, 2013 to April 30,
2013. The employee must pay the exercise pricett@dorresponding shares will be
pledged in favor of the Company up to December2B1,3, after which they will be
released. Should the employee leave the Compangnipreason after exercising the
option, but before December 31, 2013, the shargsi@d will be returned to the
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Company and the beneficiaries will be compensatigd the amount paid when the
option was exercised, with no additional interasinonetary restatement charges. The
Company has no legal or constructive obligatiomejpurchase or settle the options in
cash.

The number of options and the related exercisepiéce as follows:

Average exercise price in

R$ per share Number of options
Granted on May 9, 2012 1.26 1,612,040
At December 31, 2012 1.26 1,612,040

There were no options available for exercise atDdaer 31, 2012.
The share options outstanding at December 31, Baee the following expiry date and
exercise prices:

Exercise price in R$ per

Expiry date share December 31, 2012
April 30, 2013 1.26 1,612,040
1.26 1,612,040

The weighted average fair value of the options gcmuring the period, determined
using the Black-Scholes valuation model, was R$ (pér option. The significant
inputs included in the model were:

Preferred shares - weighted average share pri€¥df.45 at the grant date, exercise
price shown above of R$ 1.26, volatility of 145.89 dividend yield of 7.46 %, an
expected option life corresponding to 1.5 yearsl, am annual risk-free interest rate of
8.52 %.

Common shares - weighted average share price df./R$at the grant date, exercise
price shown above of R$ 1.26, volatility of 73.95 évidend yield of 6.59 %, an
expected option life corresponding to 1.5 years, @m annual risk-free interest rate of
8.52 %.

The volatility was measured using the adjusted ahstandard deviation (exponentially
weighted moving average (EWMA)) of the daily vaoat of Celulose Irani's shares,
considering an interval of approximately 1.5 yehe, vesting period of the share-based
compensation plan.
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24. NET SALES REVENUE

The Company's net revenue is comprised as follows:

Parent Consolidated
2012 2011 2012 2011
Gross sales revenue 599,014 580,623 621,536 0@®D2,
Taxes on sales (133,131) (125,064) (134,647) 6,61D)
Sales returns (3,440) (3,871) (3,440) (3,877)
Net sales revenue 462,443 451,688 483,449 471,61
25.COSTS AND EXPENSES BY NATURE
Costs and expenses by nature are as follows:
Paren Consolidate
2012 2011 2012 2011
Fixed and variable costs (raw materials and conbles, (266,596 (262,030 (247,056 (249,819
Personnel (68,163 (61,134 (71,873 (65,180
Changes in the fair value of biological assets 32,00t 6,34¢ 36,76 14,321
Depreciation, amortization and deplet (38,454 (41,871 (57,509 (54,857
Freight (21,716 (19,859 (23,451 (21,079
Services contracted (15,921 (16,364 (16,465 (16,528
Selling expenses (21,700 (21,209 (19,447 (19,517
(400,545 (416,118 (399,034 (412,653
Other expenses, net
Cost of /revenue from sales of assets 235 (1,284 (314) (1,485
Tax credit: - 92¢ - 92¢
Sale of permanent assets - 2,17 - 2,29
Other income (expenses) (3,858 2,657 (5,924 2,667
(3,623 4,47: (6,238 4,40¢
Total costs and expenses by nature (404,168 (411,645 (405,272 (408,247
26.0THER OPERATING INCOME AND EXPENSES
Revenue Parent Consolidated
2012 2011 2012 2011
Income from sale of assets 235 2,177 235 2,298
Other operating income 2,228 4,538 2,717 4,556
2,463 6,715 2,952 6,854
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Expenses Parent Consolidated
201z 2011 2012 2011
Cost of assets damaged and sold 473 (1,286) (1,022) (1,405)
Other operating expenses (5,236 (956 (7,791) (1,043)
Share-based payment (377 - (377 -
(6,086 (2,242) (9,190) (2,448)
Total (3,623 4,473 (6,238) 4,406

Other operating expenses (consolidated) for the aireamainly comprised of:

i) Transaction costs relating to the intended issiusecurities of the Company, amounting
to R$ 4,260, which was canceled through the Redoeddiscontinuation of the Request
for Public Offering of Primarily and Secondary Distition of the Share Deposit

Certificates ("Units") issued by Celulose Irani S.Aled with the Brazilian Securities

Commission (CVM) on August 27, 2012.

i) Write-offs of assets in the subsidiary HGE -r&gfo de Energia Sustentavel Ltda.

totaling R$ 2,424,

27. INCOME TAX AND SOCIAL CONTRIBUTION

Reconciliation of the effective tax rate:

Profit before taxe
Statutory rate

Taxexpense at statutory r.

Tax effect of permanent (additions) / deducti
Equity in the results of subsidiaries
Difference in rates for taxation of subsidiaries
Other permanent differenc
Interest on capital
Share-based payment

Current income tax and social contribution exp
Deferred income tax and social contribution créeipense)
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Paren Consolidate
2012 2011 2012 2011
22,72¢ 2,99¢ 24,89t 5,68:
34% 34% 34% 34%
(7,726 (1,019 (8,464 (1,932
6,856 89,7 - -
7,999 4,815
11¢ (1,967 (2,456 (760
- 1,700 - 1,700
(128) - (128) -
(879 6,50° (3,049 3,82:
- (1,008 (997 (2,062
(879) 7,511 (2,052) 5,885



28. FINANCE RESULT

Finance income
Income from financial investments
Interest
Discounts obtained

Foreign exchange variations
Foreign exchange gains
Foreign exchange gains - derivatives at faineal
Foreign exchange losses
Foreign exchange losses - derivatives at fdireva
Foreign exchange variations, net

Finance costs
Interest
Discounts granted
Discounts/bank expenses
Other

Finance result, net
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Parent
2012 2011
5,473 5,743
1,151 963
293 167
6,917 6,873
12,258 17,941
199 5,247
(17,348) (27,780)
(486) (2,415)
(5,377) (7,007)
(52,769) (52,983)
(79) (125)
(240) (46)
(642) (1,607)
(53,730) (54,761)
(52,190) (54,895)




Finance income
Income from financial investments
Interest
Discounts obtained

Foreign exchange variations
Foreign exchange gains
Foreign exchange gains - derivatives at fain@al
Foreign exchange losses
Foreign exchange losses - derivatives at fdireva
Foreign exchange variations, net

Finance costs
Interest
Discounts granted
Discounts/bank expenses
Other

Finance result, net

29. INSURANCE

Consolidated

2012 2011
5,646 5,742
1,134 1,454
301 175
7,081 7,371
12,258 17,945

199 5,247
(17,358)  (27,783)
(486) (2,415)
(5,387) (7,006)
(51,008) (51,010)
(83) (78)

(255) (98)

(699) (1,612)
(52,045) (52,798)
(50,351) (52,433)

The insurance coverage is determined accordingegmature of the asset risks, and is
considered sufficient to cover possible lossesrayiffom damages. As at December
31, 2012, the Company had corporate insurance stgéine, lightning, explosion,

electric damages and windstorm for plants, resideldcations and offices, as well as
general civil liability coverage and coverage dbilities of officers and directors

(D&O), in the total amount of R$ 319,485. The Compalso contracted group life

insurance for employees with a minimum coverag$fL0 and a maximum coverage
of R$ 500, in addition to insurance for the fleevehicles at market value.
The risk assumptions adopted, in view of their rgtare not part of the scope of the
audit of the financial statements and, thereforerewnot examined by our independent

auditors.
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With respect to the forests, the Company assessedxisting risks and elected not to
contract insurance coverage because the prevem@zsures against fire and other
forest risks have proved efficient. Management ustdeds that the risk management
structure related to the forests is appropriatentsure the continuity of the Company’s
activities.

30. FINANCIAL INSTRUMENTS

Capital management

The Company's capital structure consists of itsdedt (borrowings detailed in Notes
15 and 16, less cash and banks and held-to-matarigstments) and equity (which
includes issued capital, reserves and retainedngg;mas stated in Note 21).

The Company is not subject to any external capsigliirement.

The Company's management periodically reviewsdfstal structure. As part of this

review, management considers the cost of capitdlthe risks associated with each
class of capital. The Company intends to maintataital structure between 50% and
70% of own capital and between 50% and 30% of tpady capital. As at December
31, 2012, the capital structure was 59% of owntehpnd 41% of third-party capital,

which is in line with target levels.

Debt to equity ratio

The net debt to equity ratio at December 31, 20122911 was as follows:

Parent Consolidated

12/31/2012 12/31/2011 12/31/2012 12/31/2011
Debt (a) 450,100 392,009 408,230 368,741
Cash and banks 95,051 72,496 96,922 74,722
Held-to-maturity investments 931 8,674 931 8,674
Net debt 354,118 310,839 310,377 285,345
Equity (b) 453,999 464,230 454,005 464,250
Net indebtedness ratio 0.78 0.67 0.68 0.61

(a) Debt is defined as short and long-term borrg®inincluding debentures, as
detailed in Notes 15 and 16.

(b) Equity includes all the parent company's céjpita reserves.
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Categories of financial instruments

Parent Consolidated
Financial assets 12/31/2012 12/31/2011 12/31/2012 12/31/2011
Measured at fair value through profit or loss - 628 - 286
Held-to-maturity investments 931 8,388 931 8,388
Loans and receivables
Cash and banks 95,051 72,496 96,922 74,722
Trade receivables 93,785 90,179 96,781 92,23
Other receivables 9,200 10,669 9,245 10,722
Financial liabilities
Amortized cost
Borrowings 279,362 259,556 279,387 260,164
Debentures 170,738 132,453 120,004 86,480
Real Estate Credit Note - - 8,839 22,097
Trade payables 60,155 42,790 43,747 37,713

The instruments carried at fair value are classiie Level 2 based on quoted prices
(unadjusted) in active markets for identical assataddition to information adopted by
the market.

Financial risk factors

The Company is exposed to a variety of financgisi market risk (including currency
risk and interest rate risk), credit risk and lajty risk.

In order to provide a framework for the Companyisaricial management, the
Company has in place, since 2010, a Financial Mamagt Policy that provides rules
and defines guidelines for the utilization of fical instruments.

The Company does not enter into derivative tramsastor transactions with other
financial assets for speculative purposes. Thectifge of the Company's derivatives
policy is to minimize financial risks arising froits operations, as well as to ensure
efficient management of its financial assets aadilities. The derivative instruments
currently in effect were contracted to hedge thiigabons arising from the Company's
borrowings in foreign currency or exports and wegpproved by the Board of Directors.
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Currency risk

The Company has transactions exposed to fluctuatiothe exchange rates of foreign
currencies. As at December 31, 2012 and 2011, ttressactions resulted in a net
exposure as shown below.

The total net foreign exchange exposure was eqnvab 25 months of exports based
on the average of exports in 2011, and 23 monthexpbrts based on the average of
exports in 2012. As most of the borrowings in fgrecurrency is repayable in the long-
term, the Company believes that it will generatiigant cash flow in foreign currency
to settle its long-term liabilities in foreign cancy.

Parent Consolidated

12/31/2012 12/31/2011 12/31/2012 12/31/2011
Trade receivables 8,417 4,152 8,447 4,198
Carbon credits receivable 4,378 6,378 4,378 8,37
Banks - restricted account 931 8,674 931 8,674
Advances from customers (199) (298) (199) (661)
Trade payables (81) (123) (81) (123)
Borrowings (131,309) (89,545) (131,309) (89,545)
Net exposure (117,863) (70,762) (117,833) (M),07

The Company has identified the main risk factorat thould generate losses in
connection with its financial instruments. Consedlye it has developed a sensitivity
analysis, as determined by CVM Instruction 475,chitrequires the presentation of two
scenarios with deteriorations of 25% and 50% in tis& variable considered, in

addition to a base scenario. These scenarios mpgcinthe Company's results and
equity, as disclosed below:

1 - Base scenario: maintenance of the exchangeatatevels approximating those
effective in the period these financial statemevese prepared.

2- Adverse scenario: 25% deterioration in the emgearate compared to that at
December 31, 2012.

3 - Remote scenario: 50% deterioration in the emgbharate compared to that at
December 31, 2012.
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Base scenario Adverse Remote

Transaction At December 31, Gain (loss) scenario scenario
2012 Gain (loss) Gain (loss)
Uss$ Rat R$ Rat R$ Rat R$
e e e
Assets
Trade receivables 6,732 1.9 (538) 2.4 2,767 2.9 6,071
6 5 5
Liabilities
Trade payables (137) 1.9 11 24 (56) 29 (124)
6 5 5
Borrowings (64,257) 19 5,134 24 (26,410) 2.9 (57,953)
6 5 5
Net effect 4,607 (23,699) (52,006)

This sensitivity analysis is intended to measure impact of changes in foreign
exchange market variables on each financial ingnirof the Company. The balances
as at December 31, 2012 were utilized as a basthdqrojection of the future balance.
The actual behavior of debt balances and derivatisguments will depend on the
respective contracts, whereas balances receivatllpayable could fluctuate due to the
normal activities of the Company and its subsidmriThe settlement of transactions
involving these estimates could result in amouifterént from those estimated due to
the subjectivity of the process utilized in the gamtion of these analyses. The
Company tries to maintain its fundings and denxedi transactions exposed to
exchange rate changes with annual net paymentsaeui to receipts from exports.
Consequently, the Company seeks to hedge its tashadainst foreign currency risks,
and the effects of the scenarios above, if theyen@ize, are not expected to generate
an economic impact on its results.

Interest rate risk

The Company could be affected by adverse changegdarest rates. This interest rate
risk exposure refers mainly to changes in markier@st rates affecting the Company's
assets and liabilities indexed to the TJLP, CDILISE EURIBOR (Euro Interbank
Offered Rate), LIBOR (London Interbank Offered RaielPCA (Amplified Consumer
Price Index).

The sensitivity analysis calculated for the basenado, adverse scenario and remote
scenario on the loan agreements subject to indexeekst is as follows:

1 - Base scenario: maintenance of the interest ratelevels approximating those
effective in the period these financial statemevese prepared.

2 - Adverse scenario: adjustment of 25% of intemetes based on the level at
December 31, 2012.

3 - Remote scenario: adjustment of 50% of intewasts based on the level at December
31, 2012.

70



Base scenario Adverse scenario Remote scenario

Transaction Gain (loss) Gain (loss) GaingJos
At Decembe

Index 31, 2012 Rate - % R$ Rate - % R$ Rate - % R$
Financial investments
CDBs CDI 95,139 6.93% (86) 8.66% 1,578 10.40v 3,237
Borrowings
Working capital CDI 25,621 6.93% 28 8.66% (509) 10.40% (1,046)
Debentures CDI 124,871 6.93% 58 8.66% (1,058 10.40v (2,174)
National Bank for Economic and Soc
Development (BNDES) TILP 7,37¢ 5.00% 37 6.25% (55) 7.50% (147)
Working capital IPCA 85,347 5.84% - 7.30% (1,246 8.76% (2,492)
Financing - foreign currency Libor 10,661 0.48% 3 0.60% 9) 0.72% (22)
Financing - foreign currency Euribor 1,69( 0.35% 1) 0.44% 2) 0.53% 4)
Net effect 3¢ (1,304 (2,648)

Fair value against carrying amount

The fair value of financial assets and liabilitiepresents the amount for which the
instrument could be exchanged between willing parth an arm's length transaction,
rather than in a forced sale. The following methadd assumptions were used in the
fair value estimate:

- Cash and cash equivalents, trade receivablesshaod-term trade payables in the
Company's balance sheet are consistent with thieivdélues due to their short terms of
settlement.

- Borrowings are represented at their fair valuae tb the fact that these financial
instruments are subject to floating interest rates.

Paren Paren
12/31/2012 12/31/2011
Carrying amour  Fair value Carrying amour Fairvalue
Assets measured at fair value - - - 286
- - - 28€
Assets measured at amortized cc

Held-to-maturity investmen 931 931 8,38¢ 8,38¢
Cash and banks 95,05 95,051 72,496 72,496
Trade receivables 93,78t 93,785 90,179 90,179

Other receivable 9,20( 9,20( 10,66¢ 10,66¢
198,96 198,967 181,732 181,732

Liabilities measured at fair value - - - -

Liabilities measured at amortized cos

Trade payable 60,15¢ 60,15¢ 42,79( 42,79(

Borrowings 279,36: 279,362 259,556 259,556

Debentures 170,73t 170,738 132,453 132,453
510,25! 510,25! 434,79¢ 434,79¢
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Consolidate Consolidate
12/31/2012 12/31/2011
Carrying amount Fair value Carrying amount Fair value

Assets measured at fair value - - - 286
- - - 28¢€

Assets measured at amortized cost
Held-to-maturity investmen 931 931 8,38¢ 8,38¢
Cash and ban 96,92: 96,92: 74,72: 74,72:
Trade receivables 96,78 96,78 92,23: 92,23:
Other receivable 9,24~ 9,24 10,72: 10,72:
203,87¢ 203,87¢ 186,06: 186,06:

Liabilities measured at fair value - - - -

Liabilities measured at amortized cost

Trade payable 43,74, 43,74, 37,71 37,71
Borrowings 279,38 279,38 260,16¢ 260,16¢
Real Estate Credit Note 8,83¢ 8,83¢ 22,097 22,097
Debentures 120,00 120,00 86,48( 86,48(
451,97 451,97 406,45: 406,45:

Credit risk

The Company's credit sales are managed throughich atedit rating and granting
procedure. Doubtful receivables are properly cavdrg an allowance for losses on
their collection.

Trade receivables comprise a large number of cus®mnof different sectors and
geographical areas. A continuous credit assessisenbnducted on the financial
position of receivables and, when appropriategeditguarantee coverage is requested.

Additionally, the Company is exposed to credit rigk relation to the financial
investments that comprise the group Cash and cpsliadents. These are maintained
to meet the cash flow needs of the Company, andalyment ensures that the
investments are made in financial institutions withich it has a stable relationship, by
means of the application of the financial policattidetermines the allocation of cash,
without limitations, to:

i) Government securities issued by and/or with tigation of the National Treasury;

i) CDBs in banks with a stable relationship wikietCompany;

iii) Debentures issued of banks with a stable matehip with the Company;

iv) Fixed-income investment funds with a consemaprofile.

It is forbidden to invest funds in the variable-onte market (i.e. stocks and shares).
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Liquidity risk

Management monitors the liquidity level based om #xpected cash flow, which
comprises cash, short-term financial investmeiasy of receivables and payables, and
the repayment of borrowings. The liquidity managetmmlicy involves the projection
of cash flows in the applicable currencies andctiresideration of the level of net assets
necessary to achieve these projections, the momataf the liquidity ratios of the
balance sheet in relation to internal and exteraglilatory requirements, and the debt
financing plans.

The table below shows the maturity ranges of tharitial liabilities contracted by the
Company, where the reported amounts include thecipal and fixed interest on
transactions, calculated using rates and indicegfact at December 31, 2012, and the
details on the expected maturity dates for nonvdéxe, undiscounted financial assets,
including interest that will be earned on theseessThe inclusion of information on
non-derivative financial assets is necessary teergtdnd the Company's liquidity risk
management, since it is managed based on net asskligbilities:

Parent
2013 2014 2015 As from 2016
Liabilities
Trade payables 60,155 - - -
Borrowings 86,133 70,149 79,598 131,211
Debentures 40,444 36,089 85,292 23,949
Other liabilities 5,311 2,541 618 3,234
192,043 108,779 165,508 158,394
Assets
Cash and cash equivalents 95,051 - - -
Banks - restricted accounts 931 - -
Trade receivables - not yet due 93,785 - - -
Other assets 2,582 1,612 555 73
192,349 1,612 555 73
306 (107,167) (164,953) (158,321)
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Consolidated

2013 2014 2015 As from 2016
Liabilities
Trade payables 43,747 - - -
Borrowings 97,047 70,149 79,598 131,211
Debentures 40,444 36,089 23,440 23,949
Other liabilities 5,461 2,675 618 3,234
186,699 108,913 103,656 158,394
Assets
Cash and cash equivalents 96,922 - - -
Banks - restricted accounts 931 - - -
Trade receivables - not yet due 96,781 - - -
Other assets 2,627 1,612 555 73
197,261 1,612 555 73
10,562 (107,301) (103,101) (158,321)

The amounts included above for non-derivative faialnassets and liabilities at
floating rates are subject to changes in the etvexttvariations in floating interest rates
differ from the estimates at the end of the repgrperiod.

The Company has access to credit facilities withtal amount not utilized at the end of
the reporting period of R$ 109,634, which increaassborrowings are settled. The
Company expects to meet its other obligations usiiregcash flows from operating
activities and income earned on financial assets.

Derivative financial instruments

Derivative transactions are classified by strataggording to their objective. The
transactions are contracted to hedge the Compamey'sndebtedness, its financial
investments or its exports and imports againstigorexchange rate changes, or to
swap interest rates. Derivative financial instruteeare measured at fair value with
changes in fair value recognized in the financeltes they are recognized directly in
the finance result in the case of derivative finahitansactions linked to borrowings.

The Company maintains internal controls that mameye considers to be sufficient to
manage risks. Management analyzes reports on ehimdnasis, relating to the financial
cost of debt and the information on cash flowsareign currency, which includes the
Company's receipts and payments in foreign curresoy assesses the need to contract
any type of hedge. The results achieved by this tyfomonitoring have hedged cash
flows against foreign exchange rate changes.
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a) Derivative financial instruments carried at faitue

On December 31, 2012, the Company did not havevatere financial instruments
measured at fair value.

b) Derivative financial instruments linked to loanrtsactions (recognized directly in
the results)

) On May 30, 2011, the Company entered into a cash $iwap transaction with
Banco Credit Suisse in order to change the remtioerand risks associated
with the interest rate agreed by the parties urtder Export Prepayment
Contract (PPE), of February 16, 2007. The notiorelue attributed at the
contracting date was R$ 70,374 (equivalent to U§%44 thousand at that
date), and decreased in accordance with the pagmestablished in the
contract.

The purpose of this swap transaction was to algnttansaction price and the
related maturity dates to the original transactiime swap contract could not be
settled separately. The Export Prepayment ContREeE) began to be subject to
an interest rate plus CDI variation, and the irdepayable was no longer subject
to exchange rate changes. Considering the chasdittgiof this contract together
with the PPE contract, the Company understood e ihstruments to be in
substance a single instrument, and the result welsded in the interest rate
sensitivity analysis disclosed in "Interest rateksl' in this same Note. The
amount of the principal of PPE in dollars was inled in the sensitivity analysis
of the foreign exchange exposure risk, also disdos this same Note.

This transaction was approved by the Company'sdofbirectors on May 30,
2011.

On April 20, 2012, the Company and the partiestipiagreed on the irrevocable
termination of this swap agreement and for the getnation of the PPE
agreement. Consequently, the interest rate swagdcsion was terminated and
the PPE was renegotiated, with no swap agreemgathad.

i) On March 23, 2012, the Company contracted a Caslv Bwap Transaction with
Banco Itat BBA, in order to modify the remuneratammd risks associated with
the interest rate of the transaction contractedh@nsame date between the
parties under an Export Credit Note (CCE) contrddte notional value
attributed at the contracting date was R$ 40,0Qfuig@lent to US$ 21,990
thousand at that date), decreasing according tpdments of the semiannual
installments under the contract until the final onéy in March 2017.

75



The purpose of this swap transaction was to algnttansaction price and the
related maturity dates to the original transactibhe swap contract cannot be
settled separately. The Export Credit Note (CCEptamt began to be
remunerated at a fixed interest rate plus the deBaiation. Consequently, the
CCE contract is no longer exposed to the CDI viamat Considering the
characteristics of this contract together with B€E contract, the Company
understood the two instruments to be in substansegle instrument. This
contract is included in the sensitivity analysiscafrency exposure disclosed in
this same note.

This transaction was approved by the Company's@oaDirectors on March
23, 2012.

Cash flow hedges

The Company adopted hedge accounting on May 1, &f¥l@perations contracted to
cover the exchange variation risk of the expornvflalassified as a cash flow hedge,
pursuant to the parameters described in the Baazdccounting standards CPC 38 and
40, technical guidance OCPC 03 and IAS 39.

The Company hedges the exchange variation risksdtiture cash flows through the
cash flow hedge, in which the hedged instruments thie financial liabilities
contracted by the Company. The currently effectinsdlged financial instruments
contracted by the Company include a PPE contrattt Banco Credit Suisse and a
CCE contract with Banco Itau BBA.

The hedged cash flows are the estimated exporte 8917, and the amount recorded
in equity from hedge accounting amounted to R$®At2December 31, 2012.

Parent company
and Consolidated

2012
Opening balance -
Change in cash flow hedge 9,474
Reclassification to the statement of income (188)
9,286
Taxes on change in cash flow hedge (3,221)
Taxes on reclassification to the statement of ircom 64
(3,157)
Closing balance 6,129
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The Company assesses the effectiveness based dbotlae Offset methodology,
according to which the variations in the fair valoé the hedge instrument are
compared with the variations in the fair value lo¢ thedged item, which should be
within 80% to 125%.

The balances of variations of transactions treagedash flow hedges are reclassified
from equity to the statement of income when thesifpr exchange variation of the
hedge is effectively realized. The cash flow hedgpelilts effective in the offsetting of
the variations in the hedged expenses are recasdea reduction of these expenses,
decreasing or increasing the operating result, @dseithe non-effective results are
recorded as finance income or costs for the period.

The Company did not identify ineffectiveness in ylear.

The sensitivity analysis of the hedge instrumenth® cash flow hedge transactions is

considered in this same Note, within "foreign exae exposure risk", together with
the other financial instruments.

31. OPERATING SEGMENTS

a) Criteria for identification of operating segment

The Company segmented its operating structure violigp the manner in which
Management conducts the business and accordinghé¢o segmentation criteria
established by CPC 22 (IFRS 8) - Segment Reporting.

Management defined as operating segments: coedigaardboard packaging;
packaging paper; RS Forest and resins, as mentlozied:

Corrugated Cardboard Packaging Divisitims division manufactures light and heavy
corrugated cardboard boxes and sheets, and haprodaction units, one next to the
paper plant in Vargem Bonita, SC, and another daistuba, SP.

Packaging Paper Divisionhis division produces low and high weight Kraétper and
recycled paper for the domestic and foreign mar&etspart of its production is sent to
the Corrugated Cardboard Packaging Division.

RS Forest and Resins Divisidirough this division, the Company plants pinesréor
its own use, sells wood and extracts resin fronmepitrees, which is used as raw
material for the production of tar and turpentine.
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b) Consolidated information on operating segments

Net sales
Domestic market
Foreign market

Revenue from sales to third parties
Revenues between segments

Total net sales

Changes in the fair value of

biological assets
Cost of products sold
Gross profi
Operating expenses

Operating result befor
finance result

Finance result

Net operating income (los

Total assets
Total liabilities
Equity

Net sales
Domestic market
Foreign market

Revenue from sales to third par
Revenues between segments

Total net sales

Changes in the fair value of

biological assets
Cost of products sold
Gross profi
Operating expenses

Operating result befol
finance result

Finance result
Net operating income (los
Total assets

Total liabilities
Equity

Consolidate
12/31/2012
Corrugated
Cardboard Packaging RS Forest and Corporate/
Packaging Paper Resins eliminations Total
281,63¢ 118,375 20,920 369 421,30:
- 42,305 19,841 - 62,14¢
281,63 160,680 40,761 369 483,444
- 6,974 - (6,974 -
281,63 167,654 40,761 (6,605 483,44
- 36,951 (184) - 36,76"
(224,106 (100,151 (29,993 1,99¢ (352,251
57,53 104,45 10,58¢ (4,606 167,96!
(32,653 (11,282 (2,488 (46,296 (92,719
24,88( 93,172 8,096 (50,902 75,24¢
(25,783 (26,352 140 1,64¢ (50,351
(903 66,82( 8,23¢ (49,258 24,89*
155,25 713,972 134,160 204,70: 1,208,090
69,91¢ 256,41: 6,83¢ 420,92: 754,08
- 259,78 123,37¢ 70,84« 454,00!
Consolidate
12/31/2011
Corrugated
Cardboard Packaging RS Forest and Corporate/
Packaging Paper Resins eliminations Total
285,88t 109,68! 18,96 179 414,71
- 36,63¢ 20,26 - 56,90:
285,88t 146,32 39,22¢ 17¢ 471,61
308 22,02¢ - (22,336 -
286,19« 168,35. 39,22t (22,157 471,61
- 4,767 9,56( - 14,32]
(224,207 (114,035 (29,456 19,58t¢ (348,110
61,98 59,08 19,32¢ (2,569 137,83:
(31,206 (9,784 (3,032 (35,693 (79,715
30,78: 49,30( 16,29: (37,587 58,11¢
(25,938 (33,302 437 6,37( (52,433
4,84: 15,99¢ 16,73¢ (30,890 5,68%
155,32 720,80 136,17! 169,45: 1,181,754
57,89: 297,74. 14,47¢ 347,39( 717,50:
- 231,86t 115,03 117,35( 464,25(
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The balance in the column "Corporate and elimimastiorefers basically to the
corporate support area's expenses not apportionehc the segments, and the
adjustments of transactions between segments, va@inécbarried out under usual market
prices and conditions.

Finance income (costs) were allocated to operaéggents taking into consideration
the specific allocation of each finance income awdts to its segment, and the
allocation of common income and costs based onwtbr&ing capital requirement of
each segment.

The information relating to income tax and sociahtcibution has not been disclosed
because the Company's management does not utithergformation by segment.

c) Net sales revenue

The net sales revenue in 2012 totaled R$ 483,48A1{R,614 in 2011).

The net sales revenue from exports in 2012 amouttteld$ 62,146 (R$ 56,902 in
2011), which relates to various countries as fadow

Consolidated Consolidated

2012 2011
Export % of total Export % of total

Country revenue, net revenue, net Country revenue, net revenue, net
Argentina 12,401 2.60% Holland 13,79¢ 2.90%
Holland 11,865 2.50% Saudi Arabia 9,48¢ 2.00%
Saudi Arabia 9,767 2.00% Argentina 9,27( 2.00¥%
South Africa 4,040 0.80% France 4,50: 1.00%
France 3,604 0.70% Paraguay 3,42¢ 0.70%
Paraguay 3,098 0.60% Chile 2,451 0.50%
Chile 3,068 0.60% South Africa 2,22 0.50%
Peru 2,649 0.50% Peru 2,161 0.50%
Spain 1,617 0.30% Germany 1,71¢ 0.40¥%
Venezuela 1,526 0.30% Bolivia 1,57: 0.30%
Germany 1,304 0.30% Norway 94z 0.20%
Norway 1,113 0.20% South Korea 88¢ 0.20%
Bolivia 1,110 0.20% Spain 882 0.20¥%
Turkey 713 0.10% Venezuela 717 0.20¥%
India 682 0.10% United States 61z 0.10%
Portugal 676 0.10% Other countries 2,25¢ 0.50¥%
Colombia 606 0.10%
Other countries 2,307 0.50%

62,146 12.50% 56,90:. 12.20%

The Company's net sales revenue in 2012 in the st@nmenarket amounted to
R$ 421,303 (R$ 414,712 in 2011).
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32.

In 2012, a single customer accounted for 17.4%etbfsales in the domestic market of
the Corrugated Cardboard Packaging Division, edemtato R$ 49,798. The
Company's other sales in the domestic and foreigrkets were diluted among various
customers and no customer accounted for more B#nat net sales.

DISCONTINUED OPERATION

The Company's Board of Directors, in the meetingd en December 20, 2012,

approved the divestiture of the subsidiary Meu Mdde Madeira - Comércio de

Moéveis e Decoragdes Ltda., which occurred on timesdate. The sales price will be
received in annual installments up to 2016, moilgterstated by the IPCA plus 2.5%

p.a. The balance receivable is recorded in Othsetssas mentioned in Note 10. The
net result of the sale of the discontinued openatvas R$ 3,940 and is included in the
account Other operating income, in the amount obR$9, with deferred income tax

and social contribution of (R$ 2,029).

The results and cash flows from the discontinuestapn are presented as follows:

RESULT FROM DISCONTINUED OPERATIONS 2012 2011
Net revenue 13,641 9,899
Cost of products sold (6,352) (5,283)
Gross profit 7,289 4,616
Selling, general and administrative expenses 46,3 (4,655)
Interest income 21 25
Finance costs (214) (207)
Other operating income 5,993 46
Other operating expenses (14) (18)
Operating profit (loss) before taxation 6,730 (93)
Income tax and social contribution (2,193) (54)
Net profit (loss) from discontinued operations &53 (247)
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CASH FLOWS FROM OPERATING ACTIVITIES 2012 2011
Profit (loss) before income tax and social conthitiu 6,730 (93)
Reconciliation of profit with net cash provided by

(used in) operating activities:

Depreciation, amortization and depletion 79 46
Result on sale of non-financial assets - 3)
Inflation adjustments and financial charges 81 -

6,890 (50)

33. OPERATING LEASE AGREEMENTS

Rental of production units

The Company had two rental agreements of productiois at December 31, 2012, in
addition to other rental agreements for small consrakand administrative units, all
classified as operating leases and allocated teresqs on the accrual basis over the
lease period.

The rental agreements of the production units sufeliows:

a) Rental agreement entered into on October 20, 268 mended on August 3, 2010
with the subsidiary Irani Trading S.A, the ownettlod industrial property located in
Vargem Bonita, SC. The agreement is effective férnéonths from January 1,
2010, and the monthly fixed rental is R$ 1,364.

b) Rental agreement entered into on December 26, B8@6d to the rental of the
Packaging Unit in Indaiatuba, SP, effective for ®€ars and with a contracted
monthly rental of R$ 174, adjusted annually basethe IGPM variation.

The rental amounts recognized as expenses in 201 2@lL1 by the parent company,
net of taxes, when applicable, were as follows:

- Rentals of production units = R$ 18,456 (R$ 18,#v72011)
- Rentals of commercial and administrative uni®@$396 (R$ 350 in 2011)

The future commitments at December 31, 2012 arifsong these agreements totaled a

minimum amount of R$ 95,012. The rentals were dated at present value, using the
IGPM accumulated in the last twelve months of 7.§186
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Up to one year 1-5 years After 5 years Total
Future operating leases 19,04¢ 34,78¢ 41,18: 95,01:
Operating leases at present value 17,66¢ 28,36 19,15¢ 65,18t

Lease of planting area

The Company entered into non-cancelable lease mgrge for the production of
biological assets in third-party land, called parships, in a total area of 3,200
hectares, of which 2,255 hectares comprise thdgalaarea. For certain areas there is
a lease commitment to be disbursed monthly as sleaw.

These agreements are valid until all the foresteese areas are harvested.

Non-cancelable operating lease commitments

Up to one year 1-5 years After 5 years Total
Future operating leases 313 1,490 1,817 3,62(
Operating leases at present value 292 1,169 1,08¢ 2,54¢

34. GOVERNMENT GRANTS

The Company has ICMS tax incentives in the Stat8anfta Catarina, where 60% of
the ICMS increase, calculated on an average basgggi®ber 2006 to August 2007)
prior to investments made, are deferred for payraélet 48 months. This benefit is
calculated monthly and is subject to realizing plenned investments and maintaining
jobs, besides the maintenance of a regular staiilistiae State, conditions that are
being fully met.

These incentives are subject to charges at an hoontractual rate of 4.0%. In order
to calculate the present value of this benefit, loenpany utilized the average rate of
the cost of funding at the base date for credéddiwith characteristics similar to those
applicable to the respective disbursements, inetrent it did not have the benefit,
resulting in R$ 2,020.

The benefit is effective for 14 years, from Januz099 to December 2022, or up to the
limit of R$ 55,199 of deferred ICMS. The Companyl lteferred ICMS amounting to
R$ 18,650 recorded in liabilities at December 3112 ,net of government subsidies,
R$ 16,630.

82



35.

36.

TRANSACTIONS NOT AFFECTING CASH

The Company carried out transactions not affectagh relating to its investing
activities, which were, therefore, not reflectedhie statements of cash flows.

During 2012, the Company purchased property, @adtequipment in the amount of
R$ 9,723, financed directly by the sellers, and afg|ade a capital contribution with
buildings and facilities to the subsidiary Irang@img S.A. in the amount of R$ 4,563,
and with planted forests to the subsidiary IrafBomércio de Madeiras Ltda. in the
amount of R$ 3,370.

In 2011, the Company purchased property, plant esudpment in the amount of
R$ 7,622, financed directly by the sellers, recgide&vidends amounting to R$ 16,570,
through intercompany loans and the reduction okmfayables, and also made a
capital contribution with planted forests to thésidiary Iraflor Comércio de Madeiras
Ltda. in the amount of R$ 37,536.

EVENTS AFTER THE REPORTING PERIOD

On January 24, 2013, the Company's Board of Dirscideeting approved the
payment of interim dividends from the Retained Hags account balance in the last
annual balance sheet at December 31, 2011, whialedoR$ 14,267, corresponding to
R$ 0.090223 per common and preferred share tohéeelsolders on that date. Shares
are traded ex-dividend as from the approval, aedpiyment to shareholders will be
made in up to thirty days as from that date.

On January 29, 2013, the parent company of Celul@se S.A., CCl (Companhia
Comercial de Iméveis), concluded the acquisitioalbthe shares of Industria de Papel
e Papeldo S&o Roberto S.A., a traditional compartiie corrugated cardboard sector
in Brazil, headquartered in Sdo Paulo - State of &dulo.

On January 31, 2013, the Board of Directors' MeetihCelulose Irani S.A. approved
the following:

- Signature and compliance with, by the CompanyhefLease Agreement and Other
Covenants ("Lease Agreement"), through which Sé@beRo is committed to leasing
to the Company its industrial plant of paper prditurclocated in the city of Santa
Luzia, State of Minas Gerais. The Lease Agreemdhhave a 10-year term.

- The signature and compliance with, by the Compahyhe Operating Restructuring
and Implementation of the New Model of ManageméReétructuring Agreement"),
through which the Company will render to Sdo Rabekrvices of restructuring and
strategic, methodological, operational and econoand financial reorganization,
aiming at implementing a new model of managemedtgovernance of Sdo Roberto.
The Restructuring Agreement will have a one-yeant@and can be renewed.
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(A free translation of the original in Portuguese)

To the Shareholders:

The management @elulose Irani S.A.submits to your appreciation the Company's ManaggiReport
and Financial Statements, with the related independuditor's report, for the year ended Decembter 3
2012. The Financial Statements are prepared inréacoe with the Brazilian Corporation Law and its
amendments, and the standards issued by the Bra&&curities Commission (CVM).

Message to the Shareholders

Celulose Irani S.A. is an integrated company ofRaper and Packaging sector, with a robust foress.b

Its core business involves the manufacture and cfamrrugated cardboard packaging and packaging
paper. The main raw materials are the pine plafaezsts (long fiber) owned by the Company and long-
fiber recycled paper (trimmings). The main marleethe Brazilian domestic market, which is respdesib
for 87% of the Company's sales.

HIGHLIGHTS IN 2012

The year of 2012 was marked by the Brazilian ecor®how growth, plus instability and uncertainty in
the main world markets, especially Europe. The Baawz corrugated cardboard market presented a
moderate growth in 2012, with an improvement thas vielt mainly in the second six-month period, in
response to the government measures adopted tolamthe economy. The Brazilian shipment of
corrugated cardboard in metric tons during 2012 2v&%o higher than in 2011, according to data predid
by the Brazilian Corrugated Cardboard Associat®BFRO), in line with the growth of the Company is it
main operating segment, which represented 58%s dilitngs.

IRANI's consolidated Net Operating Revenue incrda86% in 2012 as compared to 2011. In the
comparison of the quarters, the Net Operating Rexém 4Q12 was 5.5% higher than in 4Q11 and 6.1%
higher than in 3Q12.

The U.S. dollar closing exchange rate in 2012 wa808higher than in 2011, which contributed to
increase, in Brazilian reais, the debt denominatddreign currency. Because of the Company's ftren
policy of keeping over time the payment levels loé tommitments in foreign currency equivalent or
lower than the payments received in these sameermtigs, there is a natural cash flow hedge, not
generating additional or unexpected mismatchegalabrupt changes in the foreign currency quotation
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Net Profit in 2012 was R$ 26,381 thousand, agd$s9,354 thousand in 2011, with a positive impact
from the change in fair value of biological assetdQ12. The change in fair value of biologicaletsss
remeasured semi-annually, in the second and fouters. When comparing the quarters, Net Profit
amounted to R$ 29,302 thousand in 4Q12, R$ 11}@dEstind in 4Q11 and there was a net loss of R$ 687
thousand in 3Q12.

Adjusted EBITDA reached R$ 115,422 thousand, withirecrease of 4.4% in 2012 when compared to
R$ 110,536 thousand in 2011. The EBTIDA margin éased 0.5p.p. in 2012, reaching 23.9%, against
23.4% in 2011. In 4Q12, adjusted EBITDA was R$ 35,3housand, with a margin of 27.3%, 16.5%

higher than the R$ 30,302 thousand in 4Q11 an®@4igher than the R$ 26,219 thousand in 3Q12.

The net debt /EBITDA ratio that was 2.58 times @12 increased to 2.69 times in 2012, influencethiey
U.S. dollar exchange rate increase observed in,200h caused an impact on the accounting balances
of the debts linked to the foreign currency.

The sales volume of the Corrugated Cardboard Pauk&pgment was 126 thousand metric tons in 2012,
a growth of 2.1% in relation to 2011, and 33 thowuksanetric tons in 4Q12, representing stability in

comparison with the same quarter in the prior yem 3Q12.

2nd Issue of Debentures

As disclosed in the significant event notice of Mmber 30, 2012, the Board of Directors approved the
2nd public issue of simple debentures, not cornverinto shares, of the secured guarantee type sivle
series, for public distribution with restricted @tffs of placement. The issue comprised 60 debes)twi¢h

a unit nominal value of R$ 1,000,000.00, totaling, the issue date, R$ 60,000,000.00. The debentures
mature in 5 (five) years as from November 30, 2@k&refore, on November 30, 2017. The payment for
the debentures was made on December 26, 2012.

Sale of the Furniture Segment

On December 20, 2012, the Board of Directors apgutdie divestiture by the Company of the subsidiary
Meu Mével de Madeira - Comércio de Moveis e DecoeaclLtda., which represented the sale of the
Furniture Operational Segment. This subsidiary esgnted, during 2012, approximately 3% of the
consolidated net operating revenue of the Company.
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CHIEF FINANCIAL INDICATORS
(excluding discontinued operation)

R n n A sai2/aqus n n n A 2012/2011

Net operating revenue 129,215 122,520 5.5% 121,830 483,449 471,614 2.5%
Domestic market 114,101 110,619 3.1% 108,559 421,303 414,712 1.6%
Export market 15,114 11,901 27.0% 13,271 62,146 56,902 9.2%

Gross profit (including *) 72,962 48,692 49.8% 32,499 167,965 137,832 21.9%
(*) change in fair value of biological assets 39,027 15,551 151.0% - 36,767 14,327 156.6%
Gross margin 56.5% 39.7% 16.8p.p. 26.7% 34.7% 29.2% 5.5p.p.

Profit (loss) before taxes and profit sharing 33,619 13,540 148.3% (3,010) 24,895 5,683 338.1%
Operating margin 26.0% 11.1% 14.9p.p. -2.5% 5.1% 1.2% 3.9p.p.

Profit (loss) 29,302 11,075 164.6% (687) 26,381 9,354 182.0%
Net margin 22.7% 9.0% 13.7p.p. -0.6% 5.5% 2.0% 3.5p.p.

EBITDA - EARNINGS BEFORE INTEREST, TAXES, DEPRECIATION AND AMORTIZATION

R$ thousand- Consolidated Data 4Q12 2011

Profit (loss) before taxes 33,619 13,540 148.3% (3,010) 24,895 5,683 338.1%

Depletion 7,066 5,137 37.6% 3,985 19,220 17,401 10.5%

Depreciation and amortization 10,544 9,823 7.3% 10,103 40,729 38,078 7.0%

Finance result 11,125 11,524 -3.5% 10,818 50,351 52,433 -4.0%

EBITDA 62,354 40,024 55.8% 21,896 135,195 113,595 19.0%

EBITDA of the discontinued operation (1) 6,272 (10) n/a 344 7,002 36 n/a

Change in the fair value of biological assets (2) (39,027) (15,551) 151.0% - (36,767) (14,327) 156.6%

Stock options/management participation (3) 3,078 5,251 -41.4% (67) 3,308 5,251 -37.0%

Non-recurring expenses (4) 2,638 588 348.6% 4,046 6,684 5,981 11.8%

Adjusted EBITDA 35,315 30,302 16.5% 26,219 115,422 110,536 4.4%
Adjusted EBITDA Margin 27.3% 24.7% 2.6p.p. 21.5% 23.9% 23.4% 0.5p.p.

EBITDA is the operating result plus net financec¢ime) costs and depreciation, depletion, and aratidns. The Company opted to disclose the adjusSBITDA as permitted by

art. 4 of CVM Instruction 527, with the objectivemroviding information that better reflects thevgs operating cash generation from its activifié®se adjustments are based on the

following:

1) EBITDA of the discontinued operation refers to E®ITDA generated by the closure of the subsidiaguNi6vel de Madeira - Comércio de Méveis e Decagaddda., which
occurred at the end of 2012.

2) Change in fair value of biological assets becatdeds not mean cash generation in the period.

3) Stock options/management profit sharing: Stockamsticorrespond to the fair value of the instruments its offsetting entry is the Capital Resernvaorded in Equity, and the
management profit sharing is related to the distiiim of the Company's financial results. Both do mepresent disbursement of cash in the period.

4) Non-recurring expenses refer to expenses incuritdthe public offering register request filed imgust/2012, in addition to the assets disposdiérstibsidiary HGE - Geragéao
de Energia Sustentavel LTDA.

Note: The 2011 information presented for comparisorposes was adjusted to reflect the exclusighetliscontinued operation and differs from theiinfation disclosed in 2011.

1. OPERATING PERFORMANCE

Celulose Irani S.A. is comprised of three SegmeBggments are organized in accordance with theanhark
in which they operate, are independent in theirrajens but are integrated or an appropriate basis,
seeking to optimize the use of pine planted forgbteugh their multi-use, and vertical integratminthe
businesses.

Corrugated Cardboard Packaging Division this division produces boxes and light and heayugated
cardboard sheets, and has two industrial unitsdrcities of Vargem Bonita - SC and Indaiatuba -SP.

Packaging Paper Divisionthis division produces low and high weight Kradiper and recycled paper for
the domestic and foreign markets and part of itglpction is sent to the Corrugated Cardboard Patgag
Division. It has a plant with four paper machinesated in Vargem Bonita - State of Santa Catarina.
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RS Forest and Resins Divisiorsells wood and manufactures forest-based prodoctsel State of Rio
Grande do Sul, from the forest assets owned byCirapany and located in the region. As from the
natural resin of the pine forest, the businesscalled Resins, with an industrial plant locatedBaineario
Pinhal - RS, produces tar and turpentine for tleparation of varnishes, paints, soaps, glues, adises
among others, used mainly in the foreign market.

Subsidiaries

Celulose Irani S.A. has the following subsidiaries:

« lIrani Trading S.A., which makes all the Companypats and operates in the real estate area in the
management and rental of properties.

» Habitasul Florestal S.A., with a forest base of tB&usand hectares of pine planted forests, supmiie
resin to the unit Resinas da Celulose Irani S.A.&ro supplier of wood for clients in the region.

« HGE - Geracdo de Energia Sustentavel Ltda., whiak &s corporate objective the generation,
transmission and distribution of electric power reed from wind energy and is in the pre-operating
phase.

 Iraflor Comércio de Madeiras Ltda., which carrieg activities related to the management and sale of
wood and forests for the parent company Celulas® B.A. and also for the market.

1.1.Business Performance

Corrugated Cardboard Packaging sector

Corrugated Cardboard Packaging Sector - AB®O Irani comparison

Sales volume — corrugated cardboard Sales volume — corrugated cardboard
ABPO Market (In metric tons) IRANI Market {In metric tons)

! 1
1
l
1
@_ 3.217.922 3.300.348 @T | 123.754 126.340
J .
1
l
1
820783 856.989 849.213 !
I
I
[}

32.740 32813 33.003
b

4Q11 3Q12 4Q12 2011 2012 4Q11 3Q12 4Q12 2011 2012

Source: ABPO

IABPO: Brazilian Corrugated Cardboard Association
4Q12 ABPO (in metric tons and sqm) are prelimin&fficial data may be changed.
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As shown in these charts, the volume of corrugatedboard packaging saleABPO Market increased by
3.5% in 4Q12 over 4Q11, while theANI Market was stable in the same period. Compared with 3@&2,
ABPO Market presented stability as well as thiRANI Market . In the year-to-date, sales of IRANI
increased 2.1% in comparison with 2011, in linehwtite market, which increased by 2.6% in the same
period, according to data provided by ABPO. IRANiarket share (in metric tons) in 2012 was 3.8%.

Sales, in square meters, were as follows:

Sales volume - corrugated carboard Sales volume - corrugated carboard
ABPO Market {In thousand square meters) Irani Market (Inthousand square meters)
1 1
1 1
1 1
1 1
1
@ 16.236.790 6.310.203 @ | 273.166 276.587
1
| :
1 1
1 1
1 1
1 1 p
1.615.750 1.627.534 1.639.200, +1.2% 72570  71.084 72.484 ! {13%
1 1
H E-a o E-d
_ Nt -
4Q11 3Q12 4Q12 2011 2012 4Q11 3012 4Q12 2011 2012

Source: ABPO

The share of the local packaging market of the @mted Cardboard Packaging Sector maintained stable
comparison with the prior year. The volume of cgaeted cardboard packaging sale&BPO Market, in
square meters, increased 1.5% in 4Q12 as compatied@11, while thdRANI Market remained stable.
Compared with 3Q12, theBPO Market was stable, whereas tHRANI Market had a better performance
and increased 2.0%. In 2012, the sales volume ®ABPO Market presented an increase of 1.2% in
comparison with 2011, and thieANI Market increased 1.3% in comparison with the same petlRaNI's
market share (in square meters) was 4.4% in 2012.

The sales volume of the Corrugated Cardboard Paukadant in S&o Paulo reached in 4Q12, 12,838imetr
tons of boxes and 6,525 metric tons of sheets §B2petric tons of boxes and 5,936 metric tons etthin
4Q11) and, in 2012, totaled 49,182 metric tonsafes and 22,860 metric tons of sheets (45,952 ontetnis

of boxes and 23,329 metric tons of sheets in 20Ih¢ Corrugated Cardboard Packaging plant in Santa
Catarina recorded sales volume in 4Q12 of 10,60&ientns of boxes and 3,037 metric tons of sheets
(11,274 metric tons of boxes and 2,964 metric twinsheets in 4Q11) and, in 2012, totaled 43,423imet
tons of boxes and 10,876 metric tons of sheet${44metric tons of boxes and 9,960 metric tondheets in
2011).
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Average IRANI prices (CIF) per metric ton decrea8etPbo during 4Q12 as compared with the same quarter
of the prior year, and remained stable when conthare3Q12. In 2012, there was a reduction of 4.0% i
comparison with 2011.

IRANI average prices {RS/metric tons)

1
1
1
I
| 3.091
3.038 '
1
2.957 2943 | 2963
:
0.5% : 1%
1
4Q11 3012 4Q12 2011 2012

Methodologies For comparison adjustments, the prices consider:

1 - IRANI prices are net of Excise Tax (IPl), wiocial Integration Program (PIS), Social Contriboton Revenues (COFINS), State Value-added Tax
(ICMS);

2 - IRANI prices are adjusted based on a mix ofkeilboxes and sheets

Packaging Paper Division

Celulose Irani S.A. had a participation of approxiety 4.0% in the local production of Packaging étap
2012 (including transfers to its plants) accordimgreliminary data from Bracelpa - Associacéo Beaa de
Papel e Celulose. The Paper Unit has four machamesof them uses trimmings as the base of itsymtaah.
And the other machines, use basically Kraft pulpwh production.

Packaging paper production grew 1.1% in 4Q12 iati@h to 4Q11 and 1.4% in relation to 3Q12. In 2012
the paper production totaled 200,013 metric tor’s 386 increase in comparison with the previous .y8ales
increased by 6.7% over 4Q11 and by 2.2% in compamgth 3Q12. Sales in 2012 grew 7.6% in comparison
with 2011. The production and destination of thpgra produced had the following composition in 2012

Total production of packaging paper Total sales of packaging paper
{In metric tons) {Inmetric tons)
1 1

| . \l/ 195.470 200.013 @ 72151 77626

I

I

I

1

I

I

I

1

I

:
- : : 18.968 19795  20.232 | T

1 SO0
o Eieed o ol |

50.115 49.969 50.645
4Q11 3Q12 4Q12 2011 2012 4Q11 3Q12 4Q12 2011 2012
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Shipment/Billings of paper in 2012 {in metric tons}

Foreign mar kel
1 e

[rome stic
market
27%

Transfarmation
o peckaging
619

In 4Q12, transfers of paper for transformationhe Corrugated Cardboard Packaging plant in SaooPaul
reached 17,610 metric tons (16,026 metric tonsQaXand 17,133 metric tons in 3Q12). In 2012, 69,53
metric tons were transferred in comparison withb83, metric tons in 2011. For the Corrugated Cardboa
Packaging plant in Santa Catarina 12,882 metris ere transferred in 4Q12 (13,948 metric tons@i 4
and 13,927 metric tons in 3Q12). In 2012, 53,65&imwns were transferred while in 2011 transfeeched
56,255 metric tons.

Average prices of paper in 2012 increased by 7ih%glation to the end of 2011, mainly influencedtbe
U.S. dollar exchange rate, which had a signifigaaotease in the period, in addition to a naturalease in
the prices.

Average prices (RS/metric tons)

2535
2.367
l " 47.1%
2011 2012

In the forest area, investments in reforestatiantinoed, which ensures the future supply of woothtopulp
plant. In 2012, in areas owned by the Company,®B&.of Pine Forests were planted to be used ad oo

the pulp process, and 51.5 ha of Eucalyptus Fotestse used as biomass (generation of energy). The
production of own wood in 2012 totaled approximat8¥4 thousand metric tons, of which 337 thousand
metric tons of pine (for pulp) and eucalyptus @oergy) for own consumption and 37 thousand médrie

of timber logs sold to the market.
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RS Forest and Resins Division:

In 2012, the RS Forest products segment producddsald 318 thousand m3 of pine logs for the doroesti
market and also supplied 3.5 thousand metric tbmstoiral resins to the parent company Celulosa [BaA.

to be utilized in the industrial production of t@and turpentine. Production and sales volumes irRib&ns
Unit presented a strong increase in 2012 as compar2011. This increase was possible due to teatgr
offer of gum resin in the market of the regionowaling an additional purchase of gum resin fromahir
parties.

Production of Tar and Turpentine (in metric tons) Sale of Tar and Turpentine (in metric tons)

1 1
1 1
1 1
1 1
1 1
6.620
G, | Gy | e
| 4582 \l, :
! :4.339
: .
Ly&7 : : 1952 !
a11 904 +44.5% 829 1.057 _ 1 +58.5%
o 1 +84.7% !
- measr I L = b 84?-2 ! L
4Q11 3Q12 4Q12 2011 2012 4Q11 3Q12 4Q12 2011 2012
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The average gross tar and turpentine prices dedems2012 in comparison with 2011. This variation
occurred basically due to the decrease in the dénmatme international market.

Average prices {RS/metric tons)

5.202
4.679
-36.8% -37.9%
| |
Tar Turpentine

M 2011 @2012

1.2. Net operating revenue

The net operating revenue in 4Q12 totaled R$ 1Z0tRdusand, with a growth of 5.5% in relation t014Q
and 6.1% in relation to 3Q12. In 2012, it totalehl 483,449 thousand, with an increase of 2.5% aticai to
the prior year, due to the increase in price atessalume in the Packaging Paper Segment.

In the domestic market, net operating revenue w4 1,101 thousand in 4Q12, an increase of 3.1% and
5.1% as compared to 4Q11 and 3Q12, respectivel20?, local sales reached R$ 421,303 thousand, an
increase of 1.6% in relation to 2011 which was R$,412 thousand. The domestic market represemnied, i
2012, 87.1% of the total net operating revenue,isutite Company's main line of business.
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Exports in 4Q12 totaled R$ 15,114 thousand, a dr@f®27.0% and 13.9% as compared to 4Q11 and 3Q12,
respectively. In 2012, exports totaled R$ 62,14fuland, an increase of 9.2% in relation to 2011nwhey
totaled R$ 56,902 thousand. The foreign marketessprted, in 2012, 12.9% of the total net operating
revenue.

Netrevenue {RS million)

4834

471,6

1
1
1
1
:
1
1
I
1225 1218 1292 :
R O o 1
:
+6.1%. :
1
4Q11 3Q12 4Q12 2011 2012
B Domestic market M Foreign market

The composition of the Consolidated Net Operatisgdfue in 2012 was as follows:

Composition of Consolidated Net Operating
Revenue

Subsidiaries

yem

Celulose
Irani S.A.
96%

The main operating segment is the Corrugated CardbBackaging segment, responsible for 58% of the
consolidated net revenue in 2012, followed by #gnsents of Packaging Paper with 34%, and RS Fanest
Resins with 8%.
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Net Revenue by Segment - 2012

RS Forest
and Resins __—
8%
Corrugated
Cardboard
Packaging Packaging
paper 34% 530

2. OPERATING COSTS AND EXPENSES

Net Revenue by Segment - 2011

RS Forest
and Resins
8%

Corrugated

Cardboard
Packaging Packaging
paper 34% 58%

The cost of products sold in 4Q12 was R$ 95,281ughod, 6.6% above 4Q11. In 2012, it totaled
R$ 352,251 thousand, an increase of 1.2% in reladto2011. The positive variation of the fair valok
biological assets is not being considered when eoim@ the cost of sales in both periods.

In 2012, the cost of the Corrugated Cardboard Raegeasegment is composed as follows:

Fixed Cost
34%

Other
Inputs
5%
Packaging
Material 4%

94

Paper
57%



In 2012, the cost of the Packaging Paper* segnsecimposed as follows:

Packaging

Energy/ y1aterial 1%
Steam

9%

Chemicals
6%

Fixed Cost
39%

Raw %
% N
Material S
45% "

*the cost of the Packaging Paper Segment does not consider the positive change in the fair value of biological assets.

Selling expense$n 4Q12 totaled R$ 11,751 thousand representihgp Df the net revenue, as compared to
7.8% in 4Q11. In 2012, selling expenses were R832thousand and represented 8.9% of the net reyenu
as compared to 8.6% in 2011.

Administrative expensestotaled R$ 10,974 thousand in 4Q12, an increage48b in relation to 4Q11 and
R$ 40,653 thousand in 2012, an increase of 6.28lation to 2011.

Other operating revenue/expensegesulted in an expense of R$ 2,561 thousand irR4@dainst a revenue

of R$ 1,621 thousand in 4Q11. In 2012, there wagxpense of R$ 6,238 thousand against a revenue of
R$ 4,406 thousand in 2011. In 2012, the Companyrded in the statement of income the expensestigth
request for a public share offering in the amodiR$ 4,046 thousand, which was withdrawn in Aug@i2.

3. GROSS PROFIT

Gross profit in 4Q12 was R$ 72,962 thousand, arease of 49.8% and of 124.5% in comparison with4Q1
and 3Q12, respectively. In 2012, it totaled R$ 263,thousand, as compared with the R$ 137,832 émolus
of 2011, presenting an increase of 21.9%. The Gviasgin in 2012 was 34.7%, 5.5 percentage poirghdr
than in 2011, mainly due to the change in thealue of biological assets that was R$ 36,767 taodsn
2012 and R$ 14,327 thousand in 2011.
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4. EVALUATION OF FAIR VALUE OF BIOLOGICAL ASSETS (FORE STS)

As from 2010, the Company started to measure ihedéue of its biological assets (forests) peraadly, as
determined by CPC 29. The change in fair valuéefttiological assets produced the following efféctdhe
Company's results:

Effects of the changes in the fair value of biot@diassets
R$ thousand 2012 2011
Change in the fair value of biological assets 36,767 14,327
Depletion of the fair value of biological assets (15,851) (13,535)

The increase in market value of the Company's feres 2012, was due to the increase in volume abdv
from the forests (forest inventory), because of thcrease (natural growth) in the year and thesase in
average prices in 2012 in relation to the pricegticed in the previous year.

The change in fair value of biological assets, a$§ as their depletion, is recognized in the Cd€mducts
Sold. This new accounting determination allows aramprecise evaluation of the market value of the
Company's forests, and results in improved findnefarmation.

5. PROFIT (LOSS) BEFORE TAXES AND PROFIT SHARING

The profit (loss) before taxes and profit sharingtQ12 was R$ 33,619 thousand, as compared to B8.3
thousand in 4Q11 and negative R$ 3,010 thousar®Rit2. In 2012, profit (loss) before taxes and profi
sharing totaled R$ 24,895 thousand, an increasenmparison to 2011, which was R$ 5,683 thousand. Th
growth in profit (loss) is positively affected byet changes in fair value of biological assets, wincreased

in 2012 in relation to 2011.

6. OPERATING CASH GENERATION (ADJUSTED EBITDA)
The operating cash generation, measured using diestéd EBITDA, totaled R$ 35,315 thousand in 4Q12,
with an increase of 16.5% in relation to the samm@igr of the prior year and a growth of 34.7%slation to

3Q12. In 2012, Adjusted EBITDA totaled R$ 115,4B8usand, an increase of 4.4% in comparison with the
prior year. The Adjusted EBITDA margin increaseahfr23.4% in 2011 to 23.9% in 2012.
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Adjusted EBITDA (RS million) and EBITDA Margin (%)

24.7 27.3

215 23.4 23.9

35,3
30,3 26,2

4Q11 3Q12 4Q12 2011 2012

. Adjusted EBITDA (RS million) EBITDA Margin (%)

7. INDEBTEDNESS AND FINANCE RESULT

7.1. Net indebtedness

Net Debt
310,4
288,6 280,4 285,3
3,13 3,04 2,58 2,69
2009 2010 2011 2012
= Net Debt (RS million) Net Debt/EBITDA (x)
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At December 31, 2012, the consolidated net indelagtesl totaled R$ 310.4 million, against R$ 285. 3ionil

at December 31, 2011. The Net Debt/EBITDA incredsenh 2.58 times at the end of 2011 to 2.69 tintes a
the end of 2012. The change arose mainly fromrtbeease in the U.S. dollar exchange rate in 20highw
caused impacts on the accounting balances of thts tieked to foreign currency.

7.2. Finance result

In 4Q12, the finance costs totaled R$ 13,675 thudiseersus R$ 18,928 thousand in 4Q11. Finances cost
reduced from R$ 82,996 thousand in 2011 to R$ &atB8usand in 2012.

The finance income reached R$ 2,550 thousand ir24@tsus R$ 7,404 thousand in the same quartéeof t
previous year. In 2012, R$ 19,538 thousand wagdedoagainst R$ 30,563 thousand in 2011. The fmanc
result was a net expense of R$ 11,125 thousan@®124nd a net expense of R$ 50,351 thousand in, 2012
decrease of 3.5% in comparison with 4Q11 and 4r0&dmparison with 2011, respectively.

The distribution of the finance result was as falo

R$ thousand 4Q12 4Q11 3Q12 2012 2011
Finance income 2,550 7,404 2,069 19,538 30,563
Finance costs (13,675) (18,928) (12,887) (69,889) (82,996)
Finance result (11,125) (11,524) (10,818) (50,351) (52,433)

The following table shows the foreign exchange gand losses included in the Company's financenieco
and costs:

R$ thousand 4Q12 4Q11 3Q12 2012 2011
Foreign exchange gains 1,430 9,472 529 12,457 23,188
Foreign exchange losses (1,732) (10,280) (860) (17,744) (30,195)

Foreign exchange variations, net  (302) (808) (8331) (5,287) (7,007)

The foreign exchange variation negatively impadtezl Company's result by R$ 302 thousand in the 4Q12
and R$ 5,287 in 2012, due to the devaluation oBitazilian real against the U.S. dollar and thedEur

The following table shows the finance result withthe foreign exchange variation:

R$ thousand 40Q12 4011 30Q12 2012 2011
Finance resul
without the foreign (10,823) (10,716) (10,487) (45,064) (45,426)

exchange variation
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In 2Q12, the Company restructured the maturitiessofommitments in foreign currency (U.S. dollerkhe
amount of US$ 62.6 million, with the purpose of gieg its exports for the next five years. The exge
variation of these transactions is accounted fontiig in Equity and recorded in the results asricecosts,
when realized (hedge accounting). In 4Q12, the ammcognized in Equity was R$ 470 thousand, togali
R$ 6,129 thousand in 2012.

Foreign exchange

The foreign exchange rate was R$ 2.03/US$ at Séme0, 2012 and remained stable during the fourth
quarter to reach R$ 2.04/US$ at the end of Decenilee average quarter foreign exchange rate was
R$ 2.06/US$, 1.48% higher than in 3Q12 and 14.443len than in the same period of 2011. In 2012, the
average exchange rate increased 16.77% to R$ 15$5/U

4Q1: 3Q1: 4Q11 A4Q12/3Q1 A 4Q12/4Q1 201z 2011 A 2012/201
Average U.S. dollar 206 2.03 1.80 +1.48% +14.44% 1.95 1.67 +16.77%

Final U.S. dollar 204 203 1.88 +0.49% +8.51% 2.04 1.88 +8.51%
Source: Brazilian Central Bank (BACEN)

8. NET PROFIT

In 4Q12, net profit was R$ 29,302 thousand as coetp R$ 11,075 thousand in 4Q11 and a loss B&$
thousand in 3Q12. The result of 4Q12 had a positiygact due to the change in fair value of biolagic
assets. Net profit in 2012 amounted to R$ 26,38ligand, an increase of 182.0% as compared to A0iEh
it was R$ 9,354 thousand.

9. INVESTMENTS

The Company maintains its strategy of investinghia modernization and automation of its production
processes. Investments made on an accountingiba€4?2 totaled R$ 51,358 thousand, as follows:

Lanc R$ 1,688 thousar
Buildings R$ 4,469 thousar
Equipmen R¢$ 37,624 thousar
Leased asse R% 1,222thousan
Intangible asse R$ 607 thousar
Reforestatio R$ 5,748 thousar
Total R$ 51,358 thousand

In 2012, investments were basically made in impnomets and replacements necessary for the efficient
operation of the equipment and physical infrastmecof the Company, and in the closing of someguigj
that started in 2011.
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The most important and significant investmentsralated to the automation of the printers in ther@gated
Cardboard Packaging plant in SC and SP, in additictme acquisition of a new printer for the protue
line of the Packaging plant in SP.

10.CAPITAL MARKETS

Irani's capital comprises 162,090,000 shares, a¢wh49,279,740 (92%) are common shares and 12800,
(8%) are preferred shares. The Company has 3,9B4rédsury shares, of which 1,338,040 are common
shares and 2,626,100 are preferred shares.

Dividends

The Extraordinary and Ordinary General Meeting pfiA19, 2012 approved the payment of complementary
dividends based on the last annual balance shé&stamber 31, 2011, which amounted to R$ 5.5 millio
corresponding to R$ 0.03387 per common share ar@ #3390 per preferred share.

The Board of Directors' Meeting of July 20, 201%m@mved the payment of interim dividends from the
retained earnings account balance in the last &lalence sheet at December 31, 2011, which amduate
R$ 14.2 million, corresponding to R$ 0.090223 penmon and preferred share.

The Board of Directors' Meeting of January 24, 2@pfroved the distribution of interim dividendsrfrdahe
retained earnings account balance in the last afral@nce sheet at December 31, 2011, which amduate

R$ 14.2 million, corresponding to R$ 0.090223 pemmon and preferred share. Payment to shareholders
occurred on February 15, 2013.

The Company's management is proposing for appmiviiie Ordinary General Meeting the distribution of
dividends referring to 2012, in the amount of R#39, thousand, corresponding to R$ 0.06 per commdn a
preferred share. These amounts will be tax-free.

11.SUSTAINABILITY

Adopting sustainability in the business means dpeyan accordance with a management model thadissiee
balance the economic, social and environmental ldpreent. IRANI assumed this challenge and adopted
this model because it believes that it can be rnomepetitive and that the balance and synergy betwesse
pillars produce lasting and admirable results. ©skilrani S.A., committed with sustainable deveiept,
issues annually and voluntarily tigustainability Report. This is a document in which the Company
measures, informs and accounts to the stakehoitfer@rganizational development. Transparency on the
economic, environmental and social impacts becomebasic component in the relationships with
stakeholders and the market in general. The metbggadopted follows the guidelines of GRI - Global
Reporting Initiative, in its version G3.1. The Saisability Report of 2011 reached once againAkdevel of
application of GRI and is available on www.iranntbr. The 2012 Sustainability Report will be made
available up to June 2013.
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11.1. Awards and Recognitions in 2012

The Company received various social, environmeatad market awards for the actions and projects
developed during the year.

» Brazilian Environmental Benchmarking Award - Mai®jetos

« Epoca Negocios Yearbook - 1st in the agribusinestosin HR and Innovation - Epoca Magazine

* Materiality Case presented in the sturRport Sustentabilidade (Report Sustainability)

» Certificate of Excellence in Sustainable Managenmetite Southern Region - Editora Expresséao

» Brazilian Environmental Action Award in the CategdBest Work with Air" - Jornal do Brasil and Casa
Brasil

« Epoca Magazine Green Company Award - Epoca magandéwC

» Expresséo Ecology Award - Editora Expresséo

* Roberto Hiraishi Embanews Brazilian Packaging Award

» Social Responsibility Award - the State Legislatof&anta Catarina

* Champions of Innovation Award - Amanh& Magazine

11.2. Environmental Performance Management

Celulose Irani S.A. is aware of the importance r@fsprving the environment, exercising social resjmlity,
seeking sustainable development through clean tdopies and reducing the environmental impacts.tisr
reason, the Company operates in conformity withctireent environmental legislation, adopts in itt\aties
measures and provisions for environmental protectiechnically proved and economically feasible,
considers the technological research and transfalli of its activities and maintains an Environitan
Management System that seeks continuous improveméstactivities.

The Clean Development Mechanism (CDM) projectshef €o-Generation Plant and the Effluent Treatment
Station are highlights in the environmental arelaese projects contribute to minimize the globalmiag
and reduce the greenhouse gas emissions, makisgléedhe sale of carbon credits. Every year, the
Company has the GHG Emissions Inventory checkexuigfir a certifying entity. During the years from 800
to 2012 it was verified that IRANI is a carbon-nalitompany by nature, that is, it removes more GG

the atmosphere than it emits.

In addition to investing in technologies to pregetite environment, IRANI, with the objective of anfning
employees and residents in nearby towns, suppoddasters projects aiming at environmental edooati
Through these projects, the Company disseminategrtkiironmental preservation and conservation iltu
and seeks to strengthen the sustainable developeoecepts and practice. Further information abbet t
environmental actions of the Company may be obthine the Sustainability Report, available on
www.irani.com.br under the link "Sustainability”.
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12.SOCIAL PERFORMANCE INDICATORS

12.1. Human Development

At the end of 2012, Irani had 1,766 employees. Cadtachto the improvement of the internal organizadl
climate, the Company invests in its employeeshingi, benefits, health, insurance and quality t, lin
addition to prioritizing the direct communicatioptiveen leaders and teams, always aiming at a patticy
Management and respecting the diversity of its eyg#s.

During 2012, the Company invested R$ 10,672 thalisanbenefits related to meals, transportatiore lif
insurance and health care plan, R$ 1,759 thousancburses designed and personal development and
R$ 2,979 thousand in the employees' profit shgphogram (PPR).

The Company maintains five structural programspiople development in accordance with its Missioth a
Vision: Cresce (Grow), Motiva (Motivate) Supera (Overcome),Gera (Create) andCuida (Care) Programs.
The Grow Program includes a set of courses desigmedevelop and improve the technical skills and
behavior of the personnel. The Motivate Prograntefssthe organizational climate management, estahly

a stimulating and motivating work environment. Th&rcome Program seeks to evaluate the perfornance
each employee of IRANI and pay a variable compémsdtased on the individual performance. The Create
Program has the objective of ensuring that allggesired are adapted and integrated into the aakonal
culture, that they can be monitored in their depaient and that, by the end of the employment walatiip,

it is evidenced that both (employee and CompanggvgAnd, finally, the Care Program, which objectis¢o
improve the existing culture, stimulating behaviarthanges in relation to health and safety issard, to
improve the physical conditions of the work enviremt, making it safer. With these Programs, the
management of IRANI understands that it is admanisy the production and the strengthening of tin@dm
capital, essential for the achievement of the Comigaplans. Further information about the social
performance of the Company may be obtained in tistaBability Report, available on www.irani.com.br
under the link "Sustainability".

12.2. Society

The Company creates initiatives that contributeeduce the social inequality and develop childred a
young people in the citizenship, sports, cultudeioation and environmental preservation areas.aftsqb its
actions on behalf of the society, the Company fesé@d sponsors educational, cultural and spodgegis
always with the objective of continuing with theians and self-development of the community. Amdmg
projects developed are the Plan for Renovationash@na da Alegria that motivated changes in the
management of the community and assets; the psiniperith Junior Achievement of Santa Catarina,clhi
stimulates the corporate volunteering spirit and tlissemination of issues related to sustainapithig
partnership with SESI/SC and the Municipalities/afrgem Bonita (SC), Irani (SC), Ponte Serrada (&)
Balneario Pinhal (RS) in SESI Project 'Athlete loé tFuture' (PAF); Broto do Galho Project in parshgy
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with Sebrae/SC and also the Municipality of VargBonita (SC); and the Environmental Guard Project,
developed in partnership with that same Municigalihe Environmental Military Police of ConcordiaQ)

and Basic School Galeazzo Paganelli. A total of2B% thousand was allocated to these projects, other
donations and social sponsorships in 2012. Funtiiermation about the social projects and partnpsstvith

the communities involving the Company may be ol#dinn the Sustainability Report, available on
www.irani.com.by under the link "Sustainability”.

13.AUDIT SERVICES

In conformity with CVM Instruction 381/03, we infor that the Company and its subsidiaries adopt as a
formal procedure consulting with the independentditaus, PricewaterhouseCoopers Auditores
Independentes, to ensure that the rendering of sthrgices will not affect their independence abgbactivity
necessary to perform the independent audit servicdBis regard, PricewaterhouseCoopers issuay gear

a statement of independence under the terms of WBQ60 of the Federal Accounting Council, in which
they declare that, in conformity with the provissoof the independence rules adopted by the Brazilia
Securities Commission, there is no relationship ragnBricewaterhouseCoopers, its associates anthiafsil
and the Company that may affect independence. Sthiement is submitted to the Board of Directors of
Celulose Irani S.A. The policy of the Company atsdsubsidiaries in the engagement of independeatitaau
services ensures that there is no conflict of edts, loss of independence or objectivity.

During 2012, PricewaterhouseCoopers provided, ditad to the audit service and review of the ttatisn
into English and Spanish of the financial statemetmplementary audit services, as follows:

In thousands of

RS %
Audit of the 2012 Financial Statements 395 47%
Other services:
- Issue of comfort letter (Accounting Standards arat@dures (NPC) 1 250 30%

issued by the Institute of Independent AuditofrBrazil IBRACON))*

- Due Diligence Services 19t 23%
Total 840 100%

* The additional services contracted refer to thdibengagements related to the issue of comfagrléaccording
to NPA 12 issued by IBRACON) about specific finaddnformation included in the Prospectus for theblie
Share Offering filed with CVM on May 16, 2012. Irugust 2012, the Company withdrew the request for it
register with CVM.

All the services contracted refer to 2012 and tlaeeeno services to be provided referring to fujigars.
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14.PUBLIC SHARE OFFERING

In 2012, the Company filed with CVM a request fegister in order to make a public share offerinige T
objective of the offering was to raise funds to lempent its investment plan. Due to changes in teaario
abroad and in capital markets in the second hali@fyear, which made it impossible to raise suctu$, the
Company withdrew the request for registering thferofThe Company's management is evaluating the bes
time to resume the raising of funds strategy.

15.0UTLOOK

The expectations for 2013 are positive, despitectisdlenges that Brazil is to face. The world sciengives
signs of more stability, although doubts persistretation to the Euro Zone, which may generate some
instability. The USA continues on its path to reegvand has already reached in 2012 a growth in GDP
above 2%. On the other hand, the emerging courtaesnue with interesting growth rates and levergg
the world economy. Although Brazil had a weak GDBwgh in 2012, expectations are positive due to the
increase in the purchasing power of families anthan great need for investments in infrastructubectv
should be implemented. The increase in family inearantinues favoring consumption and, therewitb, th
Paper and Corrugated Cardboard Packaging Sectoordingly, we believe that 2013 will be a year ihigh
economic growth in Brazil will return, with posigweffects on the Company's businesses.
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(A free translation of the original in Portuguese)

To the Shareholders of
CELULOSE IRANI S.A.

Proposal for capital budget

As prescribed in article 196 of Law 6,404/76, witle wording provided by Law 10,303 of
October 31, 2001, the management of Celulose I&AL ("Company") presents this
proposal for capital budget.

The proposal for allocation of profit attributalttethe Company's shareholders in the year
2012, presented in the Financial Statements, tsafter the adjustments to which Arts. 193
and 202 of Law 6,404/76 refer, profits amountindgR® 29,365thousand will be retained
and allocated to the Profits Retention Reservéhetaused for the Company's Investment
Plan.

The 2013 Capital Budget, approved by the Board wédors at the meeting held on

December 13, 2012 totaR$ 82,191thousand, including the need for working capital,
distributed as follows:

2013 Capital Budget

In thousands of R$ Current Strategic Total
Paper 12,995 50,469 63,464
Packaging - SP 2,224 4,155 6,379
Forestry 2,640 - 2,640
Packaging - SC 432 2,012 2,444
Corporate and Head Office 473 - 473
Resins 236 - 236
Need for working capital 6,555 - 6,555
Total investments in 2013 25,555 56,636 82,191
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These investments will be made with own resourgesdrated from the operating activity

during the year) and with third-party resources.

Table summarizing sources and uses

In thousands of R$ Current % Strategic % Total %
Borrowed funds 8,34243.9% 39,972 70.6% 48,314 63.9%
Own funds 10,658 56.1% 16,664 29.4% 27,322 36.1%

This is the Management's proposal, if the Sharesldonsider any further clarifications

necessary, the Management is at their disposal.

Porto Alegre, March 20, 2013

Board of Executive Officers
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(A free translation of the original in Portuguese)

EXECUTIVE OFFICERS' DECLARATION
For the purposes of Article 25 of CVM Instructio80409

As Officers of Celulose Irani S.A., a corporatioraldquartered at Rua General Jodo
Manoel, 157, 9th floor, room 903, in the city ofroAlegre, State of Rio Grande do Sul,
enrolled in the National Corporate Taxpayers Regis(CNPJ/MF) under No.
92.791.243/0001-03VE DECLARE under the same terms of paragraph 1 of articlef25
CVM Instruction 480, of December 7, 2009, that:w@ reviewed, discussed and agreed
with the opinion expressed in the independent additeport of the Company referring to
the financial statements for the year ended Decerihe 2012 and (i) we reviewed,
discussed and agreed with the Company's finantedreents for the year ended December
31, 2012.

Porto Alegre, March 20, 2013.

Péricles Pereira Druck- CEO
Odivan Carlos Cargnin - Administrative, Finance and Investor RelatiorfBd@r
Sérgio Luiz Cotrim Ribas - Paper and Packaging Business Officer
Tulio César Reis Gomes Forest Business Officer
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