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Dear Shareholders:

The Management ofCelulose Irani S.A.is pleased to submit its Management Report andri€ial
Statements, with the report of the Independent ®duslirelated to the year ended December 31, 2010.
The Financial Statements are prepared in accordaiticdBrazilian Corporate Law and the amendments
thereto and in compliance with the rules estabiisihy the Brazilian Securities and Exchange
Commission (CVM).

MESSAGE TO SHAREHOLDERS

Celulose Irani S.A. is an integrated Paper and &ging company, with a solid own forestland. The
core of its business is the optimal use of plapieéwood forest (long fiber), through multiple useg
seeking to add value to each stage of the produgirocess, as well as to each forest-originated
product: wood pulp, paper, packaging, wood, reaimsbiomass for energy.

HIGHLIGHTS OF YEAR 2010

IRANI reports its financial statements in IFRS

As at 2010, IRANI's consolidated financial stateserare presented in accordance with the

International Financial Reporting Standards (IFR£),established by CVM Resolutions 457/07 and

485/10. Prior years’ information was adjusted fomparative purposes. The main impacts refer to

biological assets, their deemed cost and usefael By adopting this criteria, the Company’s assets

increased by R$577,265 thousand in the openingnbalsheet as of January 1, 2009. Consequently, the
Company’'s shareholders’ equity increased from R&BD,thousand to R$467,116 thousand on

December 31, 2010.

Reconciliation of net income (loss)

R$ thousand 4Q10 3Q10 4Q09 2010 2009

Net income before IFRS adjustments 2,062 7,919 5,395 3,798 43,590

(1) Change in the fair value of biological assets (2,106) 23,842 1,345 50,738 3,696

(2) Depletion of biological assets to fair value (3,987) (3,404) (3,098) (13,453) (12,120)
(2) Remeasurement of the useful life of machinery and equipment 840 928 - 4,107 -

Other operating income (expenses) (190) 97 97 101 (21,685)

(3) Effect of deferred income tax and social contribution 4,446 (4,235) 2) (7,535) 8,470
Allocation of management profit sharing (3,396) - - (3,396) -

Net income (loss) after IFRS adjustments (2,331) 25,147 3,737 34,360 21,951

Notes: (1) Recognized as income (loss);
(2) Recognized in Cost of Products Sold;
(3) Recognized in income tax and social contribution expenses
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Reconciliation of shareholders' equity

Shareholders' equity before IFRS adjustments 89,620 89,625
Fair value of forests 113,748 120,983
Deemed cost 414,033 415,220
Deferred income tax on fair value and deemed cost (178,350) (180,529)
Realization of reserves 6,243 20,074
Effect on net income (loss) for the period 30,562 (22,660)
Dividends on the result of IFRS (8,740) -

Shareholders' equity after IFRS adjustments 467,116 442,713

The year of 2010 was distinguished by the recofreny the financial and economic crisis that affecte
the market in 2008 and 2009. The Brazilian GDPdased by 7.5%n 2010 over 2009, generating a
strong demand for corrugated cardboard packagimiyision that represents 6086 the Company’s
revenues. According to the Corrugated CardboardziBaa Association (ABPO), the delivery of
corrugated cardboard increased by 13% in 2010 @060, in square meters. In the same period,
IRANI's performance was up by 24.5% compared to ithstustry, thus increasing the Company’s
market share to 5.5%. Investments made in the &g@er Project in 2007/2008 increased the
Company’s competitiveness, expanding the productapacity of corrugated cardboard plants in
Vargem Bonita , SC and Indaiatuba, SP.

IRANI's consolidated Net Operating Revenue increldsg 18.7% in 2010 over 2009. The Company’s

good performance arose from investments made irstiperacdo Project in 2007/2008, increasing the
Company’s competitiveness and the paper and paugyoduction capacity. Also in 2010, the prices

of products increased, offsetting higher costhegeriod.

The US dollar remained practically stable in 2042ra2009, contributing to the stability, in Braaih
reais, of the US dollar-denominated debt. In vidwhe Company’s policy to keep payments in strong
currency equivalent to trade accounts receivabteersame currency in the long term, there is araht
cash flow hedge, which does not generate additimnahexpected imbalances as a result of such abrup
change in currency quotation.

Net income amounted to R$34,360 thousand in 20Mjusted EBITDA remained nearly stable at
R$92,216 thousand in 2010 over R$92,340 thousa608. It is worth noting that 2010 EBITDA was
not impacted by occasional events that took plac2d09, such as joining Refis program and the
unexpected sale of wood, which increase EBITDAhat period. Consequently, EBITDA margin stood
at 20.6% in 2010 over 24.5% in 2009. Net debt/EBATIAtio decreased from 3.13 times in 2009 to
3.04 times in 2010.

The year of 2010 was also distinguished by the gham the accounting standards, which impacted the
Company'’s financial statements by making them npexise and accurate towards the Company’s
actual financial position. The impacts from adogtthe new standards can be found in the Noteseto th
Financial Statements.

Discontinuation of the Furniture Division
In a meeting held on September 21, 2010, the CoypaBoard of Directors approved the
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discontinuation of furniture manufacturing in itsiuin Rio Negrinho, SC. Operations were effectyel
discontinued in October 2010. However, the Compaitlymaintain its strategy to sell furniture in the
domestic market through its subsidiary Meu MoveMbeleira Comeércio de Mdveis e Decoracgbes Ltda.
Furniture  will  be directly sold to the end consumethrough the website
www.meumoveldemadeira.com.bFo meet sales, the Company maintained its sugplre the Rio
Negrinho, SC area.

Debentures

On April 12, 2010, the first issue of simple, nonegertible debentures with limited placement efforts
was subscribed and paid-in, pursuant to CVM Insimnc476/09, amounting to R$100 million. The
transaction has a 5-year term and 18-month gragedoéunds were used to extend the short-term debt
and were invested in the Company’s regular actisiti

Real Estate Credit Note (CCI)

On August 3, 2010, subsidiary Irani Trading S.Auisd a Private Instrument of Real Estate CredieNot
(CCI) backed by the lease agreement entered inf©atober 20, 2009 between Irani Trading S.A. and
Celulose Irani S.A. Irani Trading S.A. assigned @€l to Brazilian Securities Companhia de
Securitizacdo. Due to this assignment, the Sezearitissued Certificates of Real Estate Receivables
(CRIs) as collateral, paying on August 6, 2010ramil Trading S.A. the amount relating to the CCI
assignment of R$40,833. This transaction is begttiesl in 37 monthly and consecutive installmerits o
R$1,364 thousand each, from August 25, 2010 thrdugdust 25, 2013, due by lessee Celulose Irani
S.A. to lessor Irani Trading S.A., as prescribedh®/lease agreement. Funds raised were usedry Ira
Trading S.A. to pay for the 40 subordinated, simpégistered, nonconvertible debentures issued by
Celulose Irani S.A., totaling R$40 million. The ussice was approved in the Board of Directors’
meeting held on July 12, 2010. The Company useskthends to refinance its short-term debt and its
operating activities. As of December 31, 2010,dbtstanding balance of Irani Trading’'s securitizati
operation is R$35,355 thousand.

3
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MAIN FINANCIAL INDICATORS
(including descontinued operation)

Q10
Net Operating Revenue 115,836 124,851 96,451 447,472 376,879
Domestic Market 107,862 112,282 86,389 397,902 301,132
Foreign Market 7,974 12,569 10,062 49,570 75,747
Gross Profit 27,204 60,089 23,027 170,615 87,582
Gross Margin 23.5% 48.1% 23.9% 38.1% 23.2%
Operating Profit before taxes and Participations (3,938) 31,714 9,520 39,765 40,116
Operating Margin -3.4% 25.4% 9.9% 8.9% 10.6%
Net Result (2,331) 25,147 3,737 34,360 21,951
Net Margin -2.0% 20.1% 3.9% 7.7% 5.8%

EBITDA - EARNING BEFORE INTEREST, TAXES, DEPRECIATI ON AND AMORTIZATION (*)

Result before Taxes (3,938) 31,714 9,520 39,765 40,116
Change in fair value - biologica assets 2,106 (23,842) (1,346) (50,738) (3,696)
Depletion 4,729 4,109 3,733 16,212 25,001
Depreciation and Amortization 9,129 8,641 9,338 34,801 37,281
Financial Result 6,807 5,271 6,485 42,744 (12,588)
EBITDA 18,833 25,893 27,730 82,784 86,114
Reserves 2,408 2,663 1,683 9,432 4,581
Non recurring events* - - - - 1,645
Adjusted EBITDA 21,241 28,556 29,413 92,216 92,340
EBITDA Margin 18.3% 22.9% 30.5% 20.6% 24.5%
*Non recurring events: - - - - 1,645
Asset sale - farm - - - - 188
Windstorm - - - - 1,457

Note: EBITDA is the operating income (loss) plus fiancial income (expense) and depreciation, etepl, and amortization. EBITDA is not an accougtineasure

in accordance with Brazilian accounting practicE®s not represent cash flows for the periods ateitand should not be considered as an alterrtativet income

as an indicator of operating performance or aslemnative to cash flows as an indicator of liqtdiEBITDA has no standard meaning and our de@initof
EBITDA cannot be comparable to EBITDA or adjust&®i EDA as used by other Companies. Although EBITDdesd not represent a measure of operating cash flow
in accordance with accounting practices adopteBraril, our management uses EBITDA to measure @eraiing performance. Moreover, we understand that
certain investors and financial analysts use EBITd34an indicator of a Company’s operating perforreand/or cash flow.

Net Operating Revenue

Net Operating Revenue decreased by 7.2% in 4Q1@mapared to 3Q10 and increased by 20.1% in
4Q10 over 4Q09. Net Operating Revenue amounted$®R472 thousand in 2010, an increase of
18.7% as compared to the previous year.

Gross Profit
Gross Profit amounted to R$27,204 thousand in 4@X8duction of 54.7% as compared to 3Q10 and a
growth of 18.1% as compared to 4Q09. Gross Profitunted to R$170,615 thousand in 2010 against

R$87,582 thousand in 2009, a growth of 94.8%. GiMasgin stood at 38.1% in 2010, up by 14.9
percentage points over 2009.
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Operating income (loss) before taxes and profit sheng

Operating income (expenses) before taxes and uditing stood at R$(3,938) thousand in 4Q10 over
R$31,714 thousand in 3Q10 and R$9,520 thousandQid94 Operating income (expenses) totaled
R$39,765 thousand in 2010, remaining stable oveR$40,116 thousand in 2009.

EBITDA

Adjusted consolidated EBITDA amounted to R$21,2#dusand in 4Q10 against R$28,556 thousand in
3Q10, a decrease of 25.6%. In the 4Q09, EBITDA alsoreased by 27.8%. Adjusted EBITDA
amounted to R$92,216 thousand in 2010, remainiablestover 2009. The adjusted consolidated
EBITDA margin decreased from 24.5% in 2009 to 20.69%02010. Occasional events increased
EBITDA in 4Q09 and in 2009, such as joining Re¥sprogram in November 2009 and the unexpected
sale of wood in September. These events did natrac010.

Financial Result

Financial Result was negative by R$6,807 thousartd10. In 2010, Financial Result was negative by

R$42,744 thousand over 2009, which was positivéR$$2,588 thousand. Of the R$42,744 thousand

negative in 2010, R$360 thousand correspond to¢lgative net exchange variation, R$5,938 thousand
to financial income (income from short-term investits, interest and discounts obtained) and R$48,322
thousand to financial expenses (interest from l@atsfinancing, bank fees and discounts granted).

The breakdown of financial result is as follows:

R$ thousand 40Q10 3Q10 4Q09 2010 2009
Financial Income 6,733 9,891 5,966 35,409 75,538
Financial Expenses (13,540§15,162)| (12,451)| (78,153) | (62,950
Financial Result (6,807 (5,271) (6,485) (42,744) 2,588

Financial income and expense include foreign exgbdoss and gain as follows:

R$ thousand 4Q10 3Q10  4Q09 2010 2009
Foreign exchange gain 5156 8,543 5,383 30,830 8%3)5
Foreign exchange loss (2,533§1,909) | (1,424)| (31,190) (14,766)
Net foreign exchange
variation 2,623| 6,634 3,959 (360) 58,823

Financial result without foreign exchange variatieas follows:

R$ thousand 4010 3010 4Q09 2010 2009

Financial result without foreign

exchange variation (9,430) | (11,905) (10,444)| (42,384) (46,235)

Financial results in all quarters have been aftetite the fluctuation of U.S. dollar and EURO, which
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are the basis for restatement of certain of the @my's loans and financing.
Measurement at fair value of biological assets (fests)
As at 2010, the Company measures the fair valuts diological assets (forests) on a quarterly faess

required by CPC 29. Changes in the fair value ef@mmpany’s biological assets materially affected
2010 results, as follows:

Effects of changes in the fair value of biological assets
R$ thousand 2010 2009
Change in the fair value of biological assets 50,738 3,696
Depletion of biological assets at fair value (13,453) (12,120)

The increased fair value of the Company’s forestad10 was primarily due to higher prices of wood |
the domestic market in that year, in addition toiacrease in the volume of wood in the forests
(inventory), as the the number of trees in inventeas higher than the number of trees depleted.
Changes in the fair value of biological assets #red depletion of trees are recognized in Cost of
Products Sold (CPV). This new accounting policpwl the Company to measure the fair value of its
forests more precisely, providing more accuratarfoial statements.

Net Income (Loss)
The Company’s net income amounted to R$(2,331)ghod in 4Q10 against R$25,147 in 3Q10 and

R$3,737 in 4Q09.
Net Income amounted to R$34,360 thousand in 201 0y1566.5% over 2009.

Net Indebtedness

371.5

2004 2005 2006 2007 2008 2009 2010
N Net Debt === Net Debt/EBITDA
R$ million

Net Debt / EBITDA evolution showed its peak levexagoint in December 2008, due to the full
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carrying of the debt relating to the investmentsienm the Superacéo Project (R$ 160.8 million). The
benefits from the Project and debt payment stddexdtcrue as of 2009, and the Net Debt/EBITDA ratio
has dropped from 6.35 times in 2008 to 3.13 time2009, 3.04 times in 2010. In 2010, this ratio
reflected the good results achieved in the yearcantinues to decrease.

OPERATING PERFORMANCE

Consolidated Net Operating Revenue in 2010 was|ksis:

Distribution of Net Operating Revenue
per Company

Subsidiaries
5%
C

elulose
Irani S.A.
95%

Sales
The distribution of sales in 2010 was as follows:

Participation of sales per business unit

Subsidiaries

0,
3% 5% Paper
Furniture 0%

2%

3
Packaging SC
27%
Packaging SP
33%

The breakdown of Consolidated Net Operating Revéyumarket was as follows in 2010:
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Share of Domestic and Foreign Sales
(in thousand reais and %)

Foreign
Market

49,570 q

Domestic
Market
397,902

BUSINESS PERFORMANCE

Celulose Irani S.A. is composed of four Divisiombese Divisions are organized in accordance wih th
market segment in which they operate, are opemdtioimmdependent and consistently integrated, in
order to optimize the use of planted pinewood fsrethirough multiple use and vertical integratidn o
business. The Furniture Division, currently an &tadc channel that provides direct sales to the en
consumer, is an exception that shares the sameshypogitioning for sustainable products.

Paper Division,located in Vargem Bonita, SC, aims at the prodactiblow and high grammage Kraft
paper and recycled paper for the domestic andgoneiarkets and the Corrugated Cardboard Packaging
Division.

Corrugated Cardboard Packaging Divisionmanufactures light and heavy corrugated cardboaxd$
and sheets, and owns two production units, onearg®&m Bonita, SC and another one in Indaiatuba,
SP. The plant in Indaiatuba was inaugurated on 2u2008 and the resources used were provided by
the Superacao Project.

Forest and Resin Divisionmanufactures forest-originated products in Rion@deado Sul, seeking to
optimize pine forest exploitation. The Resin bussenit located in Balneario Pinhal, RS, produces
pitch and turpentine from natural resin to manufextvarnish, paint, soap, glue, stickers, amongreth
mainly to the foreign market.

Furniture Division manufactures furniture to the domestic marketjuskeely through the website of
subsidiary Meu Mével de Madeira_(www.meumoveldenradeom.by. This division produces
bedroom, living room and supplementary furniture.

Subsidiaries

Besides the four Divisions, Celulose Irani S.Aodigs the subsidiaries:

* lrani Trading S.A. which carries out all the Comgpanexport transactions and manages and rents
properties;

* Habitasul Florestal S.A., with a forestland of &busand hectares of pinewood forest, which
supplies resin for the Resin unit of Celulose Ir@r. and also supplies timber for sawmills in the
region;
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* Meu Movel de Madeira Comércio de Moveis e Decoraddda., which meets the demand from the
domestic market by means of direct sale to the endtomer through the website
www.meumoveldemadeira.com.br

A new subsidiary, HGE - Geracéo de Energia Sustehtdda, was acquired in 2009, whose purpose is

to generate, transmit and distribute wind powelrs Blabsidiary is in preoperating stage.

Paper Division

Celulose Irani S.A. held a market share of apprexaty 4.6% in the domestic production of Paper for
Packaging in 2010 (including transfers) accordiogdata from Bracelpa - Brazilian Paper and Pulp
Association. The Paper Division operates four maes$i and one of them uses paper scrap as raw
material. The other machines basically use owntiralp.

Paper production in 4Q10 grew by 3.8% and 0.5%oaspared to 4Q09 and 3Q10, respectively. Paper
production grew by 6.5% in 2010, from 184,868 tam2009 to 196,921 tons in 2010. 195,184 tons
were delivered in 2010 against 186,987 tons in 2009

The breakdown of production and distribution of gaproduced in own plants in 2010 was as follows:

Paper production
(in ton)

196,921

i 184,868
:
’
: +6.5%
50,125 49,852 48,295
]
]

4Q10 3Q10  4Q09 2010 2009

Dispatch/Sales of paper in 2010 (in ton)

Foreign
Market
11%

Transfer for
packaging
Domestic 63%
Market —N

26% B 122517 ton

[ s1,384t0n

[ 21283t0n

Paper prices increased by 15.3% in 2010 over tdeo£R009, as follows:
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Average Prices (R$/ton)

2,206

1,914

+15,3%

2010 2009

Investments in reforestation have continued inftrest area which guarantees the future supply of
wood for the paper and pulp plant. In 2010, 98%hpinewood forest were planted in the Company’s
own land to be used in the pulp processing, andh226f eucalyptus forests were planted to be used a
biomass (generation of energy). In 2010, the priboicof own wood corresponded to approximately
376 thousand tons of pine and eucalypitus, usdd process pulp processing and to generate energy,
respectively. Approximately 45 thousand tons oslagere produced and sold in the market.

Corrugated Cardboard Packaging Division

The Packaging Division increased its share in thmeaktic packaging market. According to previous
sales data of the Corrugated Cardboard Braziliamoéiation (ABPO), the market share in square
meters corresponded to 5.47% in 2010. IRANI’s smleeased by 9% in 4Q10 over the same quarter in
2009 and reduced by 4% over 3Q10. In the YTD, sale®ased by 24.5% over 2009 and the market
increased by 13% in the same period, accordingta of ABPO.

In tons, IRANI's sales increased by 7% in 4Q10 dersame quarter in 2009 and reduced by 5% over
3Q10. In the YTD, sales increased by 18% over 2809 the market increased by 12% in the same
period, according to data of ABPO. In tons, thekaashare stood at 4.85% in 2010.

Market Growth
ABPO x IRANI (m?)

Evolution of cardboard sales volume

Market IRANI (in thousand of square meters) Evolution of cardboard sales volume

Market ABPO (in thousand square meters)
4,942,621

4,365,837
217,300

|

1

! 1

! |

! |

! 1

! |

! |

: 1

|

m ' '
! +13%

+9% +24.5% !

N : !

! 1

! '

! |

' '

' |

! '

! 1

' |

69,447 72657 3639 1,253,435 1,257,989 1,221,101
_4% ' . _O'4ty! .
= ) =

4Q10 3Q10 4Q09 2010 2009 4Q10 3Q10 4Q09 2010 2009

12 4Q10 information from ABPO (in square meters ans) correspond to amounts before the closing &itsht changes in official data may occur.
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ABPC x IRANI (ton)

81,501 33129 59 475 640873 646122 628,159

-
S N = W

4Q10 3Q10 4Q09 2010 2009 4Q10 3Q10 4Q09 2010 2009

Evolution of cardboard sales volume Evolution of cardboard sales volume
Market IRANI (in ton) Market ABPO (in ton)
i
;123,350 E 2,542,830
2,273,866
E 104,157 ; 273,
! |
' |
1
' +18% 9 : +12%
I I =71
1 1
1
i !
1 1
1 1
1 1
1 1

Sales of sheets and corrugated cardboard boxes iwdiree with the domestic market demand and
growth trend in the year. At the end of 2010, therage prices of corrugated cardboard boxes (in
R$/ton) increased by 15.4% as compared to pricasgeld in December 2009, and prices of sheets
increased by 23.5% as compared to prices charg2@0®.

Average Prices (R$/ton)

3,015
2,604 2,612

2,108

+15.4%
+23.5%

Sheets Boxes

W 2010 m 2009

Forest and Resin Division

Production and sales volumes of the Resin Divisndmch is aimed at the foreign market, decreased in
2010 as follows:
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Pitch and Turpentine Production Pitch and Turpentine Sale
(in ton) (in ton)
' 6,361 : 6,351
1 1
| | 5250
4,853 '
| |
1 1
1 1
! |
E -24% | -17%
1
: 1291 965 |
768 593 ! 1 :
B = H =
4Q10 3Q10 4Q09 2010 2009 4Q10 3Q10 4Q09 2010 2009

On the other hand, average prices, net of pitchtanpentine taxes, increased in 2010 over the énd o
2009, as follows:

Average prices (R$/ton)

2,957

2,867
2,519
= s
+3.1%
+35.4%
Pitch Turpentine

W 2010 m 2009

Furniture Division

The furniture manufacturing activities of the umtRio Negrinho, SC were discontinued in October
2010. However, the Company continued selling funeitto the domestic market through subsidiary
Meu Movel de Madeira, through the websiteew.meumoveldemadeira.com.br

SUSTAINABILITY

“Balancing economic, social and environmental atspeso as not to jeopardize the development of
future generations, with ethical and transparenayciples and involvement of all stakeholders ie th
company, seeking competitiveness for the Compabysness”. This is the concept of Sustainability
which supports the Company’s activities and theetigyment of its projects.

Aiming at contributing to the development of a maeveloped society, the Company sponsors the
communities with which it maintains direct relatstnip, and establishes partnerships with solidiestit
that work towards the development of children amehtigers, and also seeks the sustainability of its
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business by heavily investing in environmentallgtidly technologies and projects.

Celulose Irani, committed to sustainable develogmemually and voluntarily issues the Sustaingpili
Report. This is a document whereby the Company anessinforms and reports to stakeholders the
organizational performance. The transparency onauod, environmental and social impacts is key to
the relationship withstakeholders and the market in general. The methodology adofiibows the
guidelines set out in the GRIGlobal Reporting Initiative. The 2009 Sustainability Report reached the
GRI A+ application level and was rankad in the TOP 10 Ranking of “Rumo & Credibilidade 2010
survey conducted by the Brazilian Foundation fost&8mable Development and by SustainAbility,
which assesses the quality of sustainability repopublished by Brazilian companies
(www.fbds.org.b). IRANI's Sustainability Report is available atvw.irani.com.br

Awards and Acknowledgements in 2010

The Company has received several social, envirotahyeand market acknowledgements, which are the
result of the actions and projects implementedutinout the year.

Primio Empresa Cidads ADVB/SC Plicmlu Emr?l-in e E;nl;;ﬂlﬂ & Pedimin Brasil de Mok Ambiente mﬁ;z’g;ﬂﬂrg
i alegana Ricuos o
Categona Pariciea; 30 Comunting i b . ke Categona Makhor Trataiho sm Ar 2010 Reaizacie Mais Projetos

i) = - :q & 2010
BrasilWfAmbiente T

e Ao Eedermacinaal da Bigefiversiace (el

I*PREMID Brbrinss am Baareaiony

EMPRESA CIDAD "
i

ADVEB/SC X010
Tog 10 em Reladdngs de Susteniabildace
I s e penuied fealzada peia FEDS & SusianAbdy

Prémio Frama 2010 p—

Categoria Tecnoiogia Ambspnial e,
Il T
prémio Ney N

Ramo 4
Credibilidade

Revista RIS)
PULP - PAPER P

AWARDS2010 Sl
FINALIST L AMANHA

. Citizen Company Award ADVB/SC — Environmental Prgaéion Category

. Ecology Expression Award — Recovery of Depleteda&r€ategory

. Brazilian Environmental Benchmarking Award — Spaesidoy Mais Projetos

. The 500 Best of Dinheiro — Sponsored by Isto E Birdimagazine

. Fiema 2010 Award — Environmental Technology Catggor

. 5" Brazil Environment Award — 2010 Best Air Work Cgoey

. Top 10 in Sustainability Reports — RankédiB a survey conducted by FBDS and
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SustainAbility
. Pulp and Paper Awards finalist (PPI 2010)
. Innovation Champions — Sponsored by Amanha magazine

Environmental Performance Management

Preserving the environment is one of the respaditgliof Celulose Irani. For this reason, the Camp
identifies, analyzes, develops and invests in astithat allow minimizing the environmental impacts
caused by its production activities, always in confity with the environmental legislation in force.

The highlights in the environmental area are thea@lDevelopment Mechanism (CDM) projects
relating to the Cogeneration Plant and Wastewateatinent System and the Greenhouse Gas Emission
Inventory (GEE). In 2010, IRANI was a finalist ime Pulp & Paper International Award in the
“Environmental Strategy of the Year” Category. Tdward aims at recognizing the leadership, vision,
innovation and strategic accomplishments in thep pahd paper industry worldwide, awarding the
results achieved by companies, factories and iddals of the industry.

Besides investing in environmental preservationhnetogies, IRANI encourages and sponsors
environmental education projects in order to gromarm@ness among its employees and residents in
neighboring cities. By means of these projects,Gbenpany disseminates environmental preservation
and conservation principles and seeks to strengthenconcept and application on sustainable
development.

Environmental Performance Indicators

The reduction of greenhouse gas emissions in IRAB$ achieved through the implementation of
small-sized Clean Development Mechanism — CDM ptejeln order to steer activities with social and
environmental responsibility, the Company built tbegeneration Plant in 2005 and modernized the
Wastewater Treatment System in 2008, projects walichved the generation of carbon credits through
the Kyoto Protocol. The Company recorded reventga tarbon credits equivalent to R$2.6 million in
2010, net of intermediation expenses for the sbseich credits.

CDM - Cogeneration Plant

The installation of the Cogeneration Plant in tlagpér Unit allowed the Company to develop a Clean
Development Mechanism project to trade carbon tsedihich was approved in 2006 and is registered
at the United Nations as Irani Biomass Electri€igneration Project, and is available at the website
<http://cdm.unfccc.int/Projects/DB/DNV-CUK1146170596/views.

The project provides the reduction of greenhouseegaission, as the inputs used for burning dutieg t
process are provided by forest waste (biomass)ctwheplaces the use of non-renewable natural
resources. Certified Emission Reductions obtainetivéen 2005 and 2010 totaled 924,033 tons of
COse.
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Certified emissions reductions (ton CO2e)
Co-generation Plant

924,033

115233 135,611 157,059 159,311 174,535 182,284

m m B BB B

2005 2006 2007 2008 2009 2010 Total

CDM — Modernization of the Wastewater Treatment&ws

Similarly, the modernization of the Wastewater Tmeent System at the Paper Unit was approved in
2008 and is registered at the United Nations as Méastewater Methane Avoidance Project, and is
available at the websiteh&tp://cdm.unfccc.int/Projects/DB/DNV-CUK1194334828/views.

The project enables reducing greenhouse gas emssbi replacing the anaerobic digestion (without
oxygen) by aerobic digestion (with oxygen) of ongamatter. Certified Emission Reductions obtained
between 2007 and 2010 totaled 138,127 tons gECO

Certified emissions reductions (ton CO2e)
Waste Water Treatment - ETE

138,127
30,707 39,100 34,081 34,239
2007 2008 2009 2010 Total

The Company invested R$1.3 million in clean envinentally-friendly technologies, projects and
actions in 2010.

GREENHOUSE GAS EMISSION INVENTORY

Celulose Irani annually carries out the verificatiof Greenhouse Gas Emission inventory through a
certifying agency. The audit is performed in acemck with NBR I1ISO 14064:2006. Irani was certified
aspositive carbonor carbon free by nature from 2006 to 2010, that is, the Company removesemo
greenhouse gas from atmosphere than it emitglaich 2011, the Company will be once again audited
to obtain the 2010 certification.
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Upon the verification of the Inventory by exterradencies, the Company aims at obtaining an
independent certificate on the inventory qualityrder to ensure readers about the crucial relialaf

the company’s emission results. IRANI's carbon emois is reduced due to the high volume of planted
forests. Each ton of paper produced causes thectreduof 3.20 tons of C&, which benefits the
Company’s customers and the society in general.

The Greenhouse Gas Emission Inventory, besidesnigefpinimizing environmental impacts, seeks to
identify opportunities for new Clean Developmentdidanism (CDM) projects, increases transparency
on environmental sustainability in IRANI; strengtlsvestors’ trust; helps to identify risks and
facilitates the Company’s environmental managenm@ah. IRANI, through the Greenhouse Gas
Emission Inventory, has become the first Brazil@mpany to obtain the ISO 14.064 certificate in
2006, relating to greenhouse gas emission quaatiiic and verification.

SOCIAL PERFORMANCE INDICATORS

Human Development

The year of 2010 has ended with an effective staffsisting of 1,687 employees and 769 service
providers. The Company, devoted to improve intemwatking environment, invests in employees’
training, benefits, health, safety and life qualtyd also encourages direct communication between
leaders and teams always focusing on Participdaeagement and welcoming diversity of employees.

R$8,852 thousand was invested in food, transportatife insurance and health plan in 2010, R$761
thousand in training and personal development &®16%1 thousand in the profit sharing program.

The Company has three structural people developpregrams, which are aligned to its Mission and
Vision: Cresce Program, Motiva Program and Supeocgrf@m. The Cresce Program includes a set of
gualifications and trainings and aims at develogiagple’s individual and organizational competences
The Motiva Program seeks at promoting the managewfetne work environment by establishing a
consistent, motivating and challenging work envwnamt. And the Supera Program seeks at assessing
the performance of each employee of IRANI and distaihg a variable compensation based on each
employee’s performance. With these Programs, manegieunderstands that it is watching over human
capital’s production and strengthening, which seesial to achieve the Company’s plans.

Society

The Company is concerned about the wellbeing ofr¢lselents of communities where it operates and
contributes to reduce social inequality. As partitsf actions on behalf of society, the Company
encourages and sponsors educational, cultural podssprojects always aiming at the continuity of
actions and self-development of the target audiefws®ng the projects developed by the Company, we
can highlight the Atleta do Futuro Project (PAR), a partnership with SESI/SC, Broto do Galho
Project, in a partnership with SEBRAE/SC and thenMipal Government of Vargem Bonita, the
Young Apprentice Program, in a partnership withibeior Achievement Association, Conversa Aberta
newspaper (aimed at the community of Campina dgrideSC), among others.

R$ 224 thousand was allocated to these projedtsr donations and social sponsorships in 2010.
INVESTMENTS

The Company keeps its strategy to invest in theamodation and automation of production processes.
Investments made in 2010 amounted to R$20,882 #malyslistributed as follows:
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Buildings and construction R$178 thousand
Equipment and installations R$15,757 thousand
Leased assets R$984 thousand
Forestation and reforestation R$3,9881$and
Total R$20,882 thousand

Investments in this year were basically made tontam and modernize plants and industrial actisitie
in order to improve processes and products offeye@elulose Irani S.A. Major investments were made
in 2007 and 2008 through the Superacéo Projecthwhipanded and modernized the Paper and
Packaging plants.

CAPITAL MARKET
The Company's capital is represented by 8,104,5@@es, of which 7,463,987 common (92%) and
640,513 preferred (8%).

Share buyback program

On November 24, 2010, the Board of Directors apptoa share buyback program for shares issued by
the Company, which will be held in treasury andHar cancelled or disposed of. The Board authorized
the purchase of up to 62,356 common shares and@ @yéferred shares, representing 10% of each type
of share outstanding in the market as of Septe®®e2010. This program is valid for 365 days oilunt
November 23, 2011. Through December 31, 2010, tmpany acquired 7,900 common shares and
1,200 preferred shares, closing the year with ZBd&fimmon shares and 1,200 preferred shares held in
treasury.

Dividends

The Company’s management proposes for approvaleoAhnual Meeting the distribution of dividends
for 2010, in the amount of R$9,730 thousand, cpoeding to R$1.32 per preferred share and R$1.20
per common share. No Income Tax will be leviedl@seé amounts.

AUDIT SERVICES

Our Independent Auditors have provided advisoryises relating to the implementation of IFRS —
International Financial Reporting Standards in 204@d the adoption of CPCs. This work began in
2008 and continued in 2009 and 2010.

PROSPECTS

The Company expects to have a moderate growthid.2Due to the inflation risk in the beginning of
the year, the monetary authority increased thechiaserest rate, adversely impacting the Brazilian
economy and the Company’s businesses. These mgabareever, are expected to be effective in the
short term, leaving the expectation of a positiuecome in the long-term. Increased salary income of
Brazilians materially impacts consumption and, egpuently, the Packaging Division. Accordingly, we
believe that 2011 may be a year of adjustmentswiibpromote a series of sustained growth in the
coming years.
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partnership essential to the growth and developmwie@elulose Irani S.A. during 2010.
Porto Alegre, March 2011.

MANAGEMENT.
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CAPITAL BUDGET PROPOSAL

To the Management of
CELULOSE IRANI S.A.

Capital Budget Proposal

As permitted by Article 196 of Law 6404/76, and diog of Law 10303 of October 31, 2001, the
management of Celulose Irani S.A. (“Company”) presés Capital Budget Proposal.

The proposal for the payment of net income attatdub the Company’s shareholders in the year ended
2010, which is part of the Financial Statementeyjoles that after the adjustments referred to ticlas

193 and 202 of Law 6404/76, the Company will retaarnings amounting of R$29,191 thousand,
which will be allocated to the Earnings Retentioes®ve to comply with the Company’s Investment
Plan.

The 2011 Capital Budget approved by the Board oé@ors on a meeting held on December 7, 2010,
amounts to R$34,429 thousand and is distributddliasvs:

CELULOSE IRANI S.A.

Capital Budget 2011

[R$ thousand]
Current Strategical Total

Paper 12,554 7,594 20,148
Forestry 5,070 - 5,070
Packaging SP 816 - 816
Packaging SC 1,560 - 1,560
Need for Working Capital 6,835 - 6,835
Total of investments 2011 26,835 7,594 34,429

Management is at the disposal of Shareholdersuftindr clarification.

Porto Alegre, March 23, 2011.
Management.
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EXECUTIVE BOARD’S ASSERTION
For the purposes of Article 25 of CVM Instructio80409

As Managers of Celulose Irani S.A., a privatelyehebrporation headquartered at Rua General Jodo
Manoel, n°. 157, 9° andar, sala 903, in Porto Adedrio Grande do Sul, enrolled with the National
Register of Legal Entities (CNPJ/MF) under no. 92.243/0001-03WE HEREBY DECLARE that,
under paragraph 1 of article 25 of CVM Instructd80 of December 7, 2009: (i) we have reviewed,
discussed and agreed with the opinion of the Coyipandependent auditors relating to the financial
statements prepared for the year ended Decembe&030; and (ii) we have reviewed, discussed and
agreed with the Company’s financial statementsteryear ended December 31, 2010.

Porto Alegre, March 23, 2011.

Péricles de Freitas Druck— Chief Executive Officer
Péricles Pereira Druck— Managing Director
Odivan Carlos Cargnin — Administration, Finances and Investor RelatiGffscer
Sérgio Luiz Cotrim Ribas — Paper and Packaging-Related Business Officer
Ronald Heinrichs — Furniture-Related Business Officer
Marlus Rodnei Souza Wiecheteck- Forest-Related Business Officer
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