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The main objective of this report is to provide information on the performance of the Portucel Soporcel group concerning the main challenges of sustainable development

that it is faced with.

The Sustainability Report, referring to the years 2006 and 2007, was prepared in accordance with the directives of the Global Reporting Initiative (GRI) G3, which include

a number of guidelines and principles aimed at defining the content and scope of the report, as well as ensuring the quality of the information reported.

The reported information is complemented by the reading of the gPS Annual Report for 2007 and of the Corporate Governance Report for 2007, available on the website

(www.portucelsoporcel.com) whenever marked with the symbol      .

The Portucel Soporcel group classified this report as application level A, in accordance with the GRI directives. A table is attached showing the

correspondence with GRI requirements and indicators and an explanation of the calculation criteria of some indicators.

� Scope

The Sustainability Report 2006/2007 provides information to readers on the performance of the Portucel Soporcel group in terms of sustainability, continuing the process

which began with the Sustainability Report for 2004/2005.

The Group assumed the commitment to maintain coherence over the limits, frequency (biannual) and scope of the previous Sustainability Report, and so the scope of

this document covers the same business areas, with the exception of the companies which were created in 2007 (marked below with*) which were not contemplated in

the previous Report.

The scope of this Report includes the following areas of activity and the respective companies of the Portucel Soporcel group:
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About the Report

� Definition of Contents

In order to identify the relevant topics to be dealt with in this Report, a materiality study was carried out, based on three main activities:

� A benchmark analysis was performed based on the documental analysis of public information on some leading companies in the sector concerning their performance

in relation to sustainable development;

� Analysis of aspects which constitute future trends of the sector;

� Holding of individual interviews with 12 external entities (between April and July 2008), considered to be representative of some of the main stakeholders: Shareholders/

Investors, the State, Customers, Suppliers, NGOs, the Media, Universities and sectorial entities.

The importance attributed to dialogue with the different stakeholders and the interest in the feedback obtained in this process, have led us to consider pertinent to

reinforce, in 2007, some of the mechanisms for dialogue which had already been implemented. This was conducted through interviews to the major stakeholder’s

representatives, questioning them about the sustainability practices implemented by the company and about the previous sustainability report.

Portucel Soporcel group

Pulp & Paper
Production

Pulp & Paper
Sales EnergyAgro-ForestryResearch

& Development

� RAIZ � Aliança Florestal

� Portucel Florestal

� Enerforest*

� Portucel

� Soporcel

� About the Future**

� Soporcel 2000

� Soporcel Austria

� Soporcel Deutschland

� Soporcel España

� Soporcel France

� Soporcel International

� Soporcel Italia

� Soporcel North America

� Soporcel United Kingdom

� Portucel International Trading

� Enerpulp

� SPCG

** Company formed in 2007

*  Company formed in 2006

Methodology
for the identification

of material topics

Consultation
external Stakeholders

Benchmark
(Sustainability Reports)

Sectorial
trends

External environment

Identification
of material
subjects for

Portucel
Soporcel

group

� Definition of commitments

to ensure the Group’s

sustainable development.

� Selection of thermes to be

considered in the Group’s

2006/2007 Sustainability Report.
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José Honório

The period covered by this report, especially the year 2007, was marked by the

huge and fast change of the economic paradigm prevailing since the second half

of the twentieth century.

The changes in demand and consumption of raw materials and the dramatic

change in the world energetic scenario are threatening to jeopardize the classical

strategies for business development in the so-called Western world.

Notwithstanding, the paper industry has not ceased to be one of the most

scrutinized economic activities in the Planet. By Society in general and by the

environmentalist organisations in particular.

Existing concerns towards the sustainability of resources and the dimension of

the impacts and emissions have stirred up in the public opinion the righteous

wish to know, in detail, the (good) practices in the paper industry, far beyond

the mere fulfilment of applicable legal dispositions.

06 _ Portucel Soporcel group Sustainability Report 2006/2007 Portucel Soporcel group Sustainability Report 2006/2007 _ 07

Message from the Chairman of the Board Message from the Chief Executive Officer

The Portucel Soporcel Group published in 2006 its first Sustainability Report,

divulging, in a structured manner, its business process in its environmental and

social components.

In society in general, there is a growing concern for the Sustainable Development

issue and it is our duty to contribute so that, in the specific case of the eucalyptus

forest chain and of our Group in particular, such knowledge is ever increasing

and well grounded.

This obligation is all the more important since totally unfounded and obviously

mistaken messages and suggestions proliferate - as an example, one could refer

the campaigns for adhesion to digital statements of account and invoices - where

it is sought to associate paper consumption with an activity that does not preserve

the forest, disguising the real aim at cost reduction on the part of the entities

Pedro Queiroz Pereira

Simultaneously, investors in the field (and not only those) have found out that

companies do not exist only to maximize their profits but also “to do good” (in

the sense of promoting development) whether inside their organization, or in the

surrounding community.

The Portucel Soporcel group, without losing sight that its mission is to produce,

in a competitive manner, high quality papers, generating value for its shareholders

and stakeholders, has been stating its responsibility regarding the various pillars

of Sustainable Development.

We wish to continue to be the Company chosen by the customer when he chooses

the papers we manufacture.

We wish to go on being a support for rural development in many areas in the

inner Country and wish to continue to be the reason for the existence of a wide

network of services bridging the gap between forest production and the door to

our mills.

And we want all our mill sites and forests to be desirable neighbours as sources

of income and social welfare.

To deserve the trust of all these stakeholders is the reason for the existence of

the Portucel Soporcel Group which claims - and wishes to go on claiming - itself

as economically viable, environmentally responsible and socially acceptable.

who promote such campaigns, otherwise little worried with the quality and security

of the information they offer, in that respect, to their customers.

Those who are acquainted with and study this issue know that, in Europe, the

forestry activity is based on plantations made by the economic agent - the human

being - which, like agriculture and other forms of soil occupation, are directed at

the development of an economic activity. The pulp and paper manufacturing

industry is an activity that requires high use of capital, in forest and industrial

assets, the return for which is only obtained in the long term. For that reason, it

has a knowledgeable action in soil preservation and in the capacity for that same

soil to produce wood as a natural resource, in such conditions that will ensure

that resource’s sustainability and the sustainability of the business process to

which it is associated.

The Portucel Soporcel group has unique environmental and sustainability related

credentials, such as:

� It produces the raw material it consumes, through tree plantations, in a way

that guarantees the sustainability of the resource “eucalyptus” and an attractive

remuneration for the risk undertaken by the forest owner;

� It develops a permanent research activity in the fields of forestry, industrial

process and product (pulp and paper) manufacturing, together with a growing

valorisation of the human resources involved;

� The forest area managed by the Group represents 57% of the certified forest

area in Portugal according to the FSC standards;

� It produces a non-negligible amount of energy, exceeding its consumption,

through the use of a sustainable resource, biomass, and it represents 55% of

the total energy produced in Portugal from biomass;

� It contributes determinedly to the preservation of the Portuguese forest and

to the forest owner’s improved income, through the offer of gratuitous know-

how and genetic material, in preferential conditions, resulting from its own

research;

Chairman of the Board
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Message from the Chief Executive Officer

A strong improvement of the national forest policy is urgent so that the conditions

are created to solve the threats that presently hover over the tree/paper chain

and we have been an active part in the discussions of the ways we perceive as

adequate for the solution to the main bottlenecks (hindrances?) in the silvo-

industrial activity in Portugal.

Nature and Biodiversity assume an outstanding role in this communication piece.

Not only because they are assets that the Group defends and preserves, but also

because we are proud to keep in our patrimony highly precious natural values.

This is the case with the São Francisco Estate, a property owned by the Group,

which includes several species of centenary eucalyptus and a rich and varied

fauna, with special relevance to the birds inhabiting this space of wide natural

diversity. Chapter dividers in this Report are suggestively illustrated with images

of this Estate.

We have always borne in mind that the Group’s professionals are its most valuable

asset. Their assiduous and dedicated work is the key to the Group’s present and

future sustained success.

� It invests, continuously, significant amounts in planned actions for forest

cleaning, forest fire prevention and support to firefighting;

� It contributes to the net reduction of carbon dioxide balance through the

continuous cycle of the growing plantations;

� It valuates circa 80% of the waste products resulting from its activity;

� It successfully competes in the world market in conditions of free competition

with the rest of the world.

While some economic agents decided to do agriculture and be part of the food

chain, we plant trees and satisfy an economic need, through an integrated process

creating high national added value.

We proceed determined to grow with the adoption of the best social and

environmental practices, offering more and better products and services, ensuring

the conservation of natural resources and promoting social welfare and the

continuous valorisation of our human resources.

In fact, it was in the course of the period covered by the present Report that the

decision to build the new Group’s paper mill, in the Setúbal industrial complex,

was consolidated, which will turn us into the European leader in our sector. The

challenges of its implementation shall be object of the next Report, all the more

so since Sustainable Development is permanently present in this ambitious project

standing on operational excellence and technological innovation.

We are and will continue to be proactive and we believe that Sustainability,

besides offering a wide range of new business opportunities, will allow in time

for myths to be undone and opinions and value judgements to be established,

with clear advantage for the economic agents who pursue their activity with

transparency and ethics.

At a moment when it is no secret that we are studying investment options outside

the Country, both in the forestry and industrial converting fields, we do not neglect

the need to improve the global conditions for fine printing and writing papers

in Portugal.
Chief Executive Officer
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Profile of the Portucel Soporcel group

PROFILE OF THE PORTUCEL SOPORCEL GROUP

� 1st European Producer of uncoated offset

paper

� 5th European Producer of office paper

� 1st European Producer of Bleached Eucalyptus

Kraft Pulp (BEKP)

� 3rd largest BEKP producer in the world

� 1st Portuguese producer of energy from Biomass

� 1.0 billion Euros of exports to 80 countries (92%

of sales)

� 18% of exports going to non-EU markets

� 2.6% of Portuguese exports of goods

� 0.7% of Portuguese GDP and 2% of Portuguese

industrial GDP

� Management of 120,000 hectares of forest

� 85% of the forest area managed is FSC certified

� 57% of the Portuguese FSC certified forest

ANNUAL FIGURES FOR

2007
Annual Turnover

€1,147M

Employees

1,952

Paper Production

1,03 M ton

Pulp Production

1,32 M ton

Energy Production

992 GWh

CO2 sunk in forest

7.7 M ton
at the end of 2007

Taxation

€68.3M

272 k ton/year
Market Pulp
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Integrated pulp

770 k ton/year
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210 k ton/year
Integrated pulp
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Undefined shares
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1. Sustainable Development in
the Group

The Portucel Soporcel group looks on

the challenges of the sector as

opportunities for developing its business,

based on a culture of excellence using

management models which guarantee

sustainability, the personal and

professional enhancement of human

resources, the efficiency of processes

and the quality of its products.
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Sustainable Development in the Group

Linked to the topic of energy, we have also observed a drive towards the use

of renewable sources for energy production. The use of biomass from forest waste

is therefore an opportunity for companies in the sector, which, together with an

improvement in energy efficiency, results in a real reduction in the sector’s impact

on Climate Change.

In fact, the use of forest biomass for producing electricity, heat/cold and biofuels,

will be instrumental for meeting the objectives announced by the European

Commission of a 20% reduction in CO2 emissions and an increase of 20% in the

consumption of energy produced from renewable sources by 2020.

Meanwhile, arising from the application of the Directives to fulfil the 20/20/20

objectives of the EU’s legislative package on energy which regulate these values,

and given the false expectation of obtaining high returns from the biomass

business, it is believed that demand for forest biomass for the production of

energy, specifically whole logs as opposed to forest waste, might lead to a

significant deficit in the supply of wood for some segments of the sub-sector

(timber and furniture, and pulp and paper).

Another unavoidable aspect of this sector has to do with the need to control the

origin of the wood, in order to ensure the credibility and legality of products, this

being a clear and firm demand of the more evolved markets. In this context,

forest industries seek to ensure that forest areas are managed in accordance with

good social, environmental and economic practices. In this regard certification

schemes such as the FSC (Forest Stewardship Council) and the PEFC (Programme

for the Endorsement of Forest Certification Schemes) are an additional guarantee

that these practices are effectively complied with.

Forestry certification naturally leads to improvements in process and environmental

performance, which result specifically in a reduction of the impact on the

environment, the strict fulfilment of legal requirements and a reduction in the risk

of forest fires. It also helps to control the origin of the wood so that social and

environmental requirements, imposed by the companies on their Suppliers, are

effectively respected.

These actions also lead to the development of certified paper brands, which help

to meet Customers’ expectations and increase their level of satisfaction.

Resulting from the global approach to the challenges facing the sector there is

an undeniable improvement in the production process, mainly implemented

through a reduction in the consumption of resources, which very often leads to

The issues related with sustainable development have therefore always been an

integral part of the Group’s business management and, therefore, fundamental

components in its strategy for future development.

Being responsible for the management of a valuable natural resource, forest

plantations, the Group pays particular attention to the question of sustainability,

its main lines of action being the following:

� Sustainable management of forest plantations;

� Eco-efficient production;

� Production of energy based on renewable sources;

� Innovation.

a reduction in the impact on the environment, as is the result of significant

research and development projects.

� 1.1 Challenges and Opportunities of the Sector

Companies that depend on wood coming directly from the forest - non-transformed

wood - are increasingly subjected to pressures and challenges.

The growing demand for wood from industries that use this resource as their main

raw material - ranging from pulp and paper, wood panels and furniture to the

production of energy from biomass (the latter, with a significant increase in

demand in recent years) - may influence the competitiveness of these industries,

locally, nationally and globally.

In fact, the contribution of forest industries towards the Portuguese economy has

been very significant, contributing in 2007 with 2.8% of the national GDP, 3.7%

of employment and 9.3% of the exports of goods, quite expressive numbers when

compared with the average of other European countries.

The potential scarcity of raw material is a priority topic for the sector, on an

international level. In fact, global issues related with deforestation and with the

use of wood for energy purposes, are real and priority concerns for the wood,

agglomerates and furniture industries, and for the pulp and paper, energy and

biomass industries. In Portugal, in spite of an increase in forest area (in the period

1902-2006, the total Portuguese forest area increased by 1,455,000 hectares),

there are diverse risks which should not be understated and which could lead

to a situation of a wood shortage, with the problem of forest fires and the poor

consistency of national forest policy assuming particular importance.

Given the markedly industrial activity of the sector, there is also pressure to make

companies minimise their impact on the environment in the diverse relevant

indicators (consumption of energy and water, atmospheric emissions, effluent and

waste, minimization of the use of chemicals and of odour levels, amongst others).

In the same perspective, and in line with the response to the global context with

special focus on Climate Change, companies with a high level of awareness

regarding the environment, also minimise the impact they cause through the use

of renewable energies and a reduction in CO2 emissions.

Besides all of this, various other challenges are faced by the companies in this

sector of activity, namely the increase in logistic costs and the false perception

of the public in general concerning the true role of the industries whose business

is based on forest products, and who struggle daily for the preservation and

sustainability of forest resources and an appropriate land use.

It is up to the industry as a whole and to each company individually to act in

order to provide the best response to all of these challenges from the perspective

of sustainable development, aligning the challenges of the sector, in their economic,

environmental and social aspects, with the short, medium and long term business

opportunities.

� 1.2 Strategy and Commitments

The Group has adopted a strategy which, besides preparing itself to overcome

the challenges it faces, enables it to anticipate future challenges and transform

them into opportunities for improvement and/or business innovation. The adoption

of the best available techniques and of a constant dialogue with its stakeholders

in order to identify opportunities for improvement, are examples of the Groups’

actions to render the business sustainable.
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Sustainable Development in the Group

� 1.2.1 Main Lines of Action

Economic approach

The Group occupies an outstanding position in the international pulp and paper

market, as one of Portugal’s most important representatives in the world.

It is the largest European producer and one of the largest in the world of

BEKP - Bleached Eucalyptus Kraft Pulp, and is amongst the largest producers

of UWF - Uncoated Woodfree Paper in Europe.

The Group represents 61% of the exports of the pulp and paper sector. Its activity

directly employs around 2,000 Employees, but has a much higher impact when

we consider the indirect employment it generates in the various economic activities

of the regions where its mills are situated and the forest plantations which supply

them.

Within this context, the Portucel Soporcel group has a major influence on the

Portuguese economy, decisively contributing towards sustained regional development

and towards the competitiveness of national forestry products, as it represents

2.6% of Portuguese exports of goods (in total, the pulp and paper sector represents

4.3%), coming from mostly national raw materials.

The Group’s sales represent 0.7% of the national GDP and its GAV corresponds

to 0.3% of national GDP and 2% of industrial GDP.

Social approach

In terms of social responsibility, the Group invests and supports a significant

number of initiatives of a social, cultural, educational and sporting nature. In this

regard, its donations to projects of social merit undertaken by social and

humanitarian institutions located in the area surrounding its mills are a main

feature.

The large investments made in the fighting and prevention of forest fires (around

7.1 million Euros in the period from 2006 to 2007), are indicators of the Group’s

concern in preserving national forest heritage.

The self-sufficiency of the Group in terms of energy is another particularly important

contribution towards sustainable development, bearing in mind that in 2007 the

Company produced 74% of its energy needs and 92% of the electricity that it

produces is obtained by cogeneration, from a renewable source, forest biomass.

The Group stands out from the average of the European companies of the sector

in terms of energy self-sufficiency, which is in the order of 60%.

The Group’s Forestry certification is another relevant topic in the environmental

area, in as much as it enables products to reach the market with the additional

guarantee that they are obtained from raw materials taken from sustainably

managed forest areas.

In terms of practices inherent to the policy of enhancing human resources, it is

important to draw attention to the Group’s concern for developing performance

evaluation models and career plans and the significant investment made in the

training and safety of Employees.

It is also the Group’s practice to encourage an open-door culture, and so frequent

visits by the diverse stakeholders to the mills are promoted, with 309 visits taking

place in the period between 2006 and 2007, of which 12% were by schools, 9%

were of an institutional nature and 79% were of a commercial nature, with a total

of 3,335 visitors.

Environmental approach

The Group has been consolidating its strategy so as to position the environment

at the top of its management priorities, through the proactive adoption of

innovative practices and technologies, capable of responding to the environmental

concerns of its activity.

The significant investment in equipment which makes use of the best available

techniques, enabled the Group to make major reductions in the use of natural

resources. In fact, since 2000, there were increases in production (19% in the

production of pulp and 54% in the production of paper) which were accompanied

by reductions of around 43% in terms of the specific consumption(1) of water

and 58% in the use of fossil fuels. Major gains were similarly obtained from the

policy of improving energy efficiency, the minimization of the use of natural

resources and the increase on the use and value of waste.

Forest plantations growing under the Group’s management, contribute, in

themselves, towards a reduction in Greenhouse Gases (GHG), taking into account

that they act as a sink for carbon.

At the end of 2007, the carbon retained and accumulated in growing forests,

corresponds to the equivalent of 26 times the fossil CO2 emitted in the same

year by the Group’s mills.

A NATIONALLY RECOGNISED CASE STUDY

The Portucel Soporcel group was highlighted in the Sustainability Supplement

of the Diário Económico on 11 July 2007. An investment in the area of the

environment which has represented a large slice of the total investment in

recent years, a situation approximating the energy self-sufficiency through the

production of biomass, environmental certification of all mills, together with

the ambitious forest certification project, were topics raised and which

highlighted the Group as a major agent in this issue.

AN INTERNATIONALLY RECOGNISED CASE STUDY

On 16 October 2007 the Luso-French Chamber of Commerce awarded the Portucel

Soporcel group the Sustainable Development Trophy, a prize which distinguishes

the company which best adopted a policy of sustainability in environmental,

social and economic areas, besides aspects of innovation and quality.

These trophies aim to encourage commercial exchanges between Portugal and

France, a country where the Group had a 12% share of the paper market in

2007.

Similarly, the allocation of a significant percentage of its budget to environmental

investments demonstrates the Group’s commitment to produce top quality pulp

and paper at the same time as it represents a real contribution towards sustainable

development.

With this vision, the Group pursues a strategy of sustainable development of its

businesses, including the setting of targets and obtaining results which go beyond

legal requirements.

But the principles of sustainability are not only part of the forestry and production

component, they are taken into consideration in the Group’s overall strategy. The

respect for Human Capital, its most valuable resource, is also one of the priority

concerns which the Group includes in the management of its business.

(1) Specific consumption - consumption per unit of product
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Sustainable Development in the Group

� 1.2.2 Commitments

In accordance with the Sustainability Policy and the defined strategic guidelines (http://www.portucelsoporcel.com/en/info-center.php)      and to meet the forthcoming challenges, the Portucel

Soporcel group established a number of commitments to be realised in the following years. The commitments assumed cover economic, ethical, environmental and social topics.

MAIN ACHIEVEMENTS OF THE GROUP (evolution in the period 2005-2007)

ECONOMIC AREA

� Increase of 11.5% in the turnover over 2005,

reaching 1,147 million euros in 2007.

� Growth of 95.3% in operating results, reaching

260 million euros in 2007.

� Growth of 3.3% in global production with the

Mills at Cacia and Figueira reaching their maximum

capacity.

� Increase of 12.2% in total sales registering a

6% growth in European markets.

SOCIAL AREA

� There was an increase of 16.9% in donations

awarded for social, educational, sporting and

cultural projects and of 248.6% in sponsorships

compared  with 2005.

� Introduction of the performance management

system for  Senior and Middle Management and

Blue Collar Workers and the definition of a new

plan for professional careers.

� 76.7% more training hours were administered

than in 2005.

ENVIRONMENTAL AREA

� Accumulated retention of 7.7 million tonnes of

CO2 by the plantations managed by the Group,

at the end of 2007.

� Total production of 992 GWh of electricity in

2007.

� Investment in the environmental area of around

13 million euros bringing gains in efficiency.

� Reduction of 1% in the specific consumption of

electricity and 7% in the consumption of water.

� Certification of 85% of the area of forest managed

by the Group, at the end of 2007.

� Recovery of 78% of the waste produced, at the

end of 2007.

TOPIC FUTURE COMMITMENTS

� To establish indicators for evaluating and monitoring the Group’s performance in terms of sustainable development.

� To reinforce the Risk Management Model implemented in the Group.
Economic

� To consolidate the guidelines with regard to professional ethics, through the publication of a code of conduct.Ethics and Integrity

� To continue the policy of management and minimization of the resources consumed by the Group’s activities.

� To continue the drive in innovation, research and development projects to improve forestry management and

production processes, and to launch new products and services with environmental benefits.

� To seek solutions and implement measures which would help to improve the carbon footprint.

� To halt  the loss of biodiversity with adhesion to the Countdown 2010 initiative, developed by the IUCN

(International Union for Conservation of Nature and Natural Resources).

Environmental

� To continue the convergence of human resources processes and to identify areas of dissatisfaction amongst

Employees.

� To continue to support initiatives with producers and the owners of private forests in order to promote Forest

Certification, the implementation of good practices, the rationalization and optimization of production and the

prevention of forests fires.

� To improve procedures involving dialogue and communication with the diverse stakeholders.

� To continue the policy of supporting initiatives of a social and educational nature in the surrounding communities.

� To raise awareness in society of the fact that using paper is not prejudicial to Nature and that the paper industry

is the main party responsible for increasing forest areas in Europe.

Social
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Sustainable Development in the Group

PARTICIPATION IN ENTITIES OF REFERENCE

Entity with which

there is a relationship

The Group subscribed to the principles of the Global Compact of the United Nations in 2004.

The Group joined the Millennium Objectives initiative of the United Nations in 2005.
ONU

� 1.2.3 Management of Sustainability

The sustainability of a business is only possible through the contribution and participation of all. It is principally through the permanent dedication and spirit of innovation

of the Employees, that it is possible to achieve excellent performance levels in all aspects of the business (economic, environmental and social).

To support the implementation of the strategy assumed by the Portucel Soporcel group in the issues related with sustainable development, as well as the commitments

assumed and the respective action plans, the Group has a Sustainability Committee which is presided over by a non-executive director. One of this Committee’s main

responsibilities is to formulate the Sustainability Policy and to prepare the Group’s Sustainability Report.

Board of Directors

Executive Committee

Sustainability Committee

Industrial AreaForestry Area Corporate AreaCommercial Area

In terms of its Sustainability Policy, the Group actively participates in organizations of the sector and in international bodies in the area of corporate sustainability. The

Group’s presence in these bodies allows it to gauge the main challenges and opportunities of the sector and to intervene pro-actively in the resolution of problems and

in the definition of objectives geared towards improvement, in line with its strategy of sustainable development.

In all, around 13 members of the Group participate in these organisms, belonging to diverse corporate offices, such as: the Board of Directors, the Executive Committee

and/or specific committees, in which they occupy diverse management positions.

Organisms related with Sustainability

Type of Participation

WBCSD The Group is a member since 1995. It participates through the presence of a Liaison Delegate.

BCSD Portugal The Group was a founding member in 2001. It actively participates in the Management and Executive Secretary’s Office.

RSE Portugal The Group was a founding member in 2002. It participates in the corporate offices and in the Strategic Orientation Board.

IUCN The Group joined the Countdown 2010 initiative, of the IUCN, in 2007.

Leading entities in the Sector

Entity Positions held by members of the Portucel Soporcel group

CELPA
Chairman; Chairman of the General Board and of the Executive Committee; Members of the General Board; Members of

the Technical Groups.

CEPI
Member of the Board of Directors  and of the Executive Committee; Chairman of the Advisory Committee of Pulp and Paper;

Members of the Forest, Environment and Energy Committees.

CEPIFINE (CEPI) Deputy Chairman.

CIP Member of the Board of Directors; Head of the Licencing Working Group.

COGEN Portugal Member of the Senior Board.

ISQ Member of the General Board.

IBET Chairman of the Board of Directors.

FSC - Portugal Chairman of the Board of the General Meeting.

Paper Profile Member of the Steering Committee.

PEFC - Portugal Member of the Board of Directors.

FAO Member of the Advisory Committee of Paper and Wood Products.



R.Susten PORTUCEL_07final ING 08/11/05 15:33 Page 12 

C M Y CM MY CY CMY K

Sustainable Development in the Group

Risk Management

The Group’s activities are exposed to a variety of business and operational risk

factors. In this context, the Group uses an active management approach based

on the principle of Precaution, seeking to minimise the potential adverse effects

associated with them. This is what happens in the case of financial risks and risks

associated with property and goods, the environmental implications of its activities

and issues related with the health and safety of its Employees.

The control of major risks within the Group’s activity is the responsibility of the

Internal Control Committee, which has the mission of identifying, evaluating and

monitoring these risks, with their management and/or mitigation being taken care

of by the different structures within the Group. For further information on the

attributes of this Committee and for a description of the Group’s Corporate

Governance and the respective areas of responsibility created, we recommend

you  r ead  the  Co rpo ra t e  Gove rnance  Repo r t  ava i l ab l e  a t

www.portucelsoporcel.com/en/investors/governance.php.

� 1.3 Dialogue with Stakeholders

The development and maintenance of a good relationship with all stakeholders

is a valuable mechanism of internal improvement for the Group, in as much

as its recognition and growth increasingly depend on the capacity to deal

with all interest groups.

Understanding this relationship and its contribution in establishing a common

future is the basis for a successful relationship with the stakeholders, leading

to real added value.

It is therefore a challenge to be able to increasingly include stakeholders’

expectations and interests in the Group’s companies business.

� 1.3.1 Strategic stakeholders

Both internal communication (and the identification of Employees’ needs) and

the projection of the Group to the exterior as an agent of sustainable development,

open a range of opportunities for communication, organised in accordance with

the strategic priorities assumed.

In this context, in 2005, the Group began a systematic process of identification

of the stakeholders it considers to be strategic and to establish communication

channels, thereby identifying, for the purpose, 12 specific groups, as illustrated.

Groups of strategic stakeholders of the Portucel Soporcel group

Government

Suppliers

Sectorial Organisations

Environmental

Organisations

Managers Civil Society

Local Community

Media

Customers

EmployeesUniversities

Shareholders

Investors

Portucel Soporcel

group

Main forms of dialogue:

� Holding of satisfaction surveys;

� Visits to the mills;

� Holding of technical workshops and regular work sessions;

� Participation in explanatory sessions;

� Organization of technical training sessions;

� Technological showcases of good silvicultural practices.

TECHNOLOGICAL FOREST SHOWCASES

Some of the main forestry objectives of the Group are:

� Increased private productivity by publicising good growing practices and

the use of improved  plants;

� Promotion of the image of the Group’s forestry area and facilitating the 

development of partnerships with private forest producers.

As a way of realising these objectives, pilot projects called “technological

showcases” were created, which are fundamentally aimed at divulging the most

appropriate silvicultural technicques. To do this, some of the villages within the

Group’s property were selected as well as private forest producers, who might

be an example of good practices for the other private producers and the agents

of the eucalyptus forest segment.

� 1.3.2 Consultation process and results obtained

To gauge and consolidate some strategic guidelines, the Portucel Soporcel group

developed a consultation process of a number of entities which are representative

of their groups of external stakeholders.

This consultation led to the identification of various topics considered relevant

by the stakeholders consulted.

In this context we should emphasise the importance which the Group’s stakeholders

attribute to issues related with the Group’s strategy and its relationship with its

interest groups, and to matters relating to sustainable forest management,

specifically with regard to the systems of Forestry Certification and the chain of

custody and to the systems of prevention and support for fighting forest fires.

LISBOA

Serra do Socorro 2

2nd Rot. 5 years

PORTO

Mata da Arrota

1st Rot. 6 years

Quinta da Lameira

2nd Rot. 5 years

COIMBRA

ODEMIRA

Barqueiro de Cima

1st Rot. 8 years

CASTELO BRANCO

ABRANTES
Caniceira

1st Rot. 4.5 years

Casal do Gavião

1st Rot. 5 years

N

Location of the technological showcases, rotation and age
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Sustainable Development in the Group

Some comments made by the stakeholders consulted

Besides the topics mentioned by the stakeholders, others issues considered to be of extreme importance for them to be continually monitored by the Group were also

identified (through independent methodologies, such as benchmark analysis and the study of trends).

One of the main objectives of this Report is to explain the Group’s position to stakeholders on some topics which they may be concerned about.

“The Group has had a good economic performance and has backed good projects in the energy field.”

“The Group has grown over time, which has shown a good economic performance, which has defined a consolidated strategy of expansion and which has backed good

projects in the energy field.”

“In the management of plantation trees, the Group has incorporated the good practices it acquired from forest certification in its activity.“

“The Group’s activity is a great contribution towards the development of forests and the country.”

“The Group has a good fire fighting system and gets involved in fire  situations, even when it is not on its property.”

“The Group is culturally closed, which is reflected in a very low level of communication to the outside.”

“People are curious as to how the Group will get over the scarcity de wood expected in the mid-term.”

“The Group is connoted as having a management which is highly geared towards results and in environmental issues it is seen as having been a follower, in relation to

its competitors, of this type of concern.”

“The Group has an extraordinary level of service and is very flexible in relation to orders made.”

“In the management of plantation trees, the Group has successfully applied the good practices it acquired from certification and has been very concerned with the

management of its forests and with  biodiversity.”

“The sustainability report (2004/2005) transmits a very positive image of the Group’s’s activity.”
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2. A Culture of Value Creation

Managing the whole value chain,

focusing on quality performance and

the contribution of a motivated and

qualified team for the development

and supply of products and services

with a guarantee of superior quality,

is a priority for the Group aiming at

making this a differentiating factor.



R.Susten PORTUCEL_07final ING 08/11/05 15:33 Page 15 

C M Y CM MY CY CMY K

A Culture of Value Creation

In the Portucel Soporcel group, business management systems are based on

standards of reference which contribute towards the quality guarantee and efficiency

of its operational and support processes.

In this regard, 2007 was a year of recognition concerning the Group’s certification,

due to the certification of the Safety System (in accordance with standards NP

4397 and OHSAS 18001) in the Cacia Mill. This certification consolidated the

Group’s safety policy from the point of view of integration with the Quality and

Environment systems already certified in all of its industrial complexes.

At the end of 2006, the Chain of Custody management system of the three mills

and the external wood yards of the Portucel Soporcel group was recognised

through the emission of the respective certificate.

The Group’s paper brands with FSC (Forest Stewardship Council) certification

were launched on the market in 2007, and were preceded by the supply to the

market, in 2006, of brands with reference to the FSC Chain of Custody standard

(FSC-CoC).

However, it is not only in the management of its plantations and of the Chain

of Custody that the Group’s actions have been outstanding. Also in its response

to the different needs and expectations of Customers, the Group seeks proposals

which bring greater added value.

Innovation is a fundamental value of the Group, contributing towards increasing

its competitive advantages, supported by brand differentiation, the launch of

products and services with high added value, technological development and

continuous improvement of processes.

The Group’s business model, supported by one of the world’s most advanced

production processes, is based on the offer of highly reputed brands of internationally

recognized Premium quality.

In this context, the Group has dedicated growing importance to the development

of an innovative strategy of product branding, relevant for its target segments

and coherent with the enhancement and growth of its paper business.

Following its strategy of branding, in 2007 the Group’s own brands enjoyed very

positive growth, representing 59% of the total sales in sheets.

The international reputation of the Groups’ brands should be highlighted, with

special emphasis on the Navigator and Soporset brands, leaders in their segment

and with high levels of recognition, backed up by diverse independent market

studies.

The Group’s Values

� Customer orientation: Satisfaction, trust, commitment, focus on needs,

added value.

� Innovation: Creativity, initiative, technological evolution, flexibility,

anticipation, excellence.

� Leadership: Accountability, team spirit, knowledge sharing, determination.

� Generation of Value: Sustained development, profitability, efficiency,

synergies.

� Orientation towards People: Development of competences, culture of

meritocracy, respect for differences, motivation, cohesion.

� Social and Environmental Responsibility: Transparency, coherence, ethics,

citizenship, respect for the environment, sustainability.

� 2.1 Management Model

Type of certification

Management systems implemented and certified in the Portucel Soporcel group

Certified sites Referential standards Benefits for business management

Forestry Forests under management FSC-FM
Guarantee of sustainable

management of forest plantations.

Chain of Custody
Figueira da Foz, Cacia, Setúbal

and wood yards

FSC-CoC

PEFC- CoC

Guarantee that the origin of the wood

is not controversial (illegal cutting,

controversial sources).

Quality Figueira da Foz, Cacia and Setúbal ISO 9001
Management of the business model

and guarantee of customer satisfaction.

Environment Figueira da Foz, Cacia and Setúbal ISO 14001
Guarantee of compliance with the law.

Pollution prevention and control.

Health and Safety Figueira da Foz, Cacia and Setúbal
OSHAS 18001

NP 4397

Guarantee of compliance with the law.

Risk prevention and control.

Innovative branding based on the quality of products (highlights of

2007):

� An independent study* of reference in the sector proves the growing 

importance of the Group’s brands, in which the Navigator brand stood out

as having the highest rate of spontaneous recognition and the brand with

the best evaluation in terms of Brand Performance, weighted average of 

several technical and marketing attributes.

    * Cut-size mill and mill brand positioning & image survey 2007 of the EMGE Paper Industry Consultants

� Navigator Hybrid was launched as a new premium product which responds

to the growing concerns on environmental protection, the conservation of

nature and sustainable development. This product is based on the

combination between reused fibres and new fibres according to the ecological

concept of the 3Rs - reduction of waste, reuse of raw materials and recycling

of natural resources - thereby representing a new office paper which

combines high quality and environmental merits.

� The Navigator Kids brand was elected product of the year, in relation to 

the “Marketing and Innovation Award”. This product was considered to 

be a benchmark in the field of innovation by thousands of Portuguese 

Customers surveyed.

� In Italy the Navigator range won a place in the Top Ten Awards, promoted

by the organization of the Big Buyer trade fair, which was held in Verona.

� The Soporset brand commemorated 15 years of leadership in its segment

with the launch of a new image, associated to the high performance of the

product.
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A Culture of Value Creation

� 2.2.1 Personnel structure

At the end of 2007, the Group had 1,952 Employees (of which 1,908 with a

permanent employment contract), divided into four professional levels: Directors

(3%), Senior Management (15%), Middle Management (16%) and  White and Blue

Collar Workers (66%). With regard to the levels of Managers and Directors, there

are two types of functional categories: Technical and Managerial.

Since 2005 distribution by gender has remained stable, with 13% of female

Employees. Of the 256 Female employees who belonged to the Group in 2007,

around 2.7% hold Management positions.

Brand Main characteristics

• Best Mill Brand in the Brand Equity Tracking Survey - Office paper 2007, held by Opticom.

• World best seller in the premium segment.

• Sales in over 70 countries.

• Premium characteristics and communication developed to satisfy the requirements of the female consumers.

• Support to the Laço Institution in fighting breast cancer.

• Sales in over 35 countries.

• First office paper produced in Europe using Eucalyptus globulus fibre, providing high quality.

• Sales in over 20 countries.

• Wide range, including office papers and papers for the printing industry.

• Sales in around 20 countries.

• European best seller in the 75 g/m2 office paper category.

• Produced with the best raw materials and technology, allowing eco-efficient use of resources such

as water, wood and energy.

• Sales in 40 countries.

• Targeted to a segment which mainly values reliability and performance.

• Sales in over 20 countries.

• Performance and high print quality are the main values associated to this brand, justifying its brand awareness

leadership and the fact that it is the most used premium offset paper by the European printing industry.

• Sales in over 40 countries.

• Tradition, experience and innovation contribute for the benchmark in the production of the whitest

offset paper for more than three decades.

• Sales in 15 countries.

• A young and modern brand, which represents the balance between innovation and sophistication

in the paper business.

• Sales in 20 countries.

Office paper Paper for the printing  industry (offset and pre-print)

� 2.2 Value of Human Capital

In the Portucel Soporcel group, forest plantations are not the only valuable resources

managed in a sustainable manner. The continuous improvement of the practices and

policies applied to the management of human resources characterise the dynamics of

the promotion of the balance and welfare of another very valuable resource: people.

Distribuition of Employees by qualification (no.)

66

65

74

1,175

1,193

1,220

244

237

227

225

221

237

52

55

54

121

118

137

66

59

33

3

4

4

Directors

Senior

Management

Middle

Management

Blue Collar

MEN WOMEN

2005
2006
2007

In the last three years, the rate of employee turnover, in the years 2005 and

2006, recorded higher values as a result of the restructuring of the Group in 2004.

One may observe, however, a decreasing trend in this indicator with a rate of

only 3.2% in 2007.

Rate of Employee Turnover (%)

2005 2006 2007

11.7%

4.9%

3.2%

In relation to the age structure of the Group’s Employees, we would point out

the experience and maturity of the professionals who have contributed towards

the success of the business. The average age of Employees in the period from

2005 to 2007 was 43 years old, an average which went up in this period to reach

44 years in 2007.

Age structure (2007)

20%

30%

40%

50%

60%

70%

80%

90%

100%

10%

0%

MENWOMEN

65 and over

60 to 64

50 to 59

40 to 49

30 to 39

18 to 29

Most of the Group’s employees are allocated to the business in Portugal, however,

as a result of international commercial activity, around 3.4% of Employees are of

foreign nationality and are located in the various sales offices situated in Europe

and in the USA.

Diversified products for Customers with different needs

www.navigator-paper.com

www.pioneer-paper.com

www.inacopia-paper.com

www.target-paper.com

www.discovery-paper.com

www.multioffice-paper.com

www.soporset.com

www.inaset-paper.com

www.pioneer-graphic.com

®
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A Culture of Value Creation

� 2.2.3 Occupational health and safety

Employee safety continues to be a constant concern of the Group, in order to reduce

the rate of accidents to zero. The main prevention measures are awareness in the

work place and continuous training in this area.

Under the Labour Code, health and safety responsibilities were reorganised in all

the mills and Occupational Health and Safety Committees were established.

These Committees are responsible for the evaluation and mitigation of the various

situations with risk potential in the mills and represent around 90% of the Group’s

Employees. The activity of these Committees and the measures implemented

contributed towards a reduction of 6.7% in the number of accidents between 2006

(59 accidents) and 2007 (54 accidents) and an improvement in the  frequency and

incapacity rates.

It should be pointed out that labour accidents correspond to 15% of the absenteeism

recorded in 2007, which, although it was 2.8%, was less than in the previous year,

mostly due to the reduction in the number of cases with sick leave entered in the

year.

Geographic distribution of Employees (2007)

Reasons for absenteeism (2007)

PORTUGAL
96.6%

OTHERS
3.4%

GERMANY
0.8%

USA
0.4%

SPAIN
0.5%

UNITED KINGDOM
0.5%

AUSTRIA
0.2%

FRANCE
0.4%

ITALY
0.3%

HOLLAND
0.3%

� 2.2.2 Training

Evolution of training hours (no.)

2005 2006 2007

69,351
57,000

122,568

40,000

60,000

80,000

100,000

20,000

0

120,000

140,000

In the area of training, in 2007, 1,374 professional training courses were held,

which corresponded to 122,568 hours (3.7% of the total no. of hours of work).

1,494 participants were involved in these courses.

The increase in training courses aimed at Occupational Health and Safety should

also be noted, which involved around 1,000 Employees and various service

providers, representing 17.9% of the total hours of training (21,995 hours), only

in 2007.

Training to Manage Sustainably

For two consecutive years (2005 and 2006), an Employee of the Group was

appointed to participate in the training given by BCSD Portugal - Young Managers

Team. The objective of this initiative is to train young managers in the topics

of sustainable development, from the

perspective of the real application of

solutions and the identification of

problems for the business and for the

companies they represent. In 2006, the

Employee from the Group was a member

of team Pegada 39, which studied the

topic “Good practices of internal

communication in companies”. This

study can be consulted in the site

www.bcsdportugal.org.

Sick Leave
58.6%

Unjustified
absence
0.2%

Other reasons
7.0%

Family assistance
1.0%

Maternity/Paternity
18.2%

Accidents at work
15.0%

Better listening for better management
At the end of 2004 and the beginning of 2005, a major survey of the Employees of

the Portucel Soporcel Group was held in order to find out their degree of satisfaction

and adjustment to the organization and their opinion on diverse aspects of the Group,

from human resources management practices and the organizational climate, to

internal coordination.

Following the results of this survey (presented in the Sustainability Report 2005)

various measures related with the issues identified by Employees as “Aspects to be

improved” were taken, specifically:

• Leadership Practices - a project was developed related with the analysis and 

development of human potential aimed at the identification of measures which 

would bring about improvements in terms of work competences, specifically 

leadership;

• Communication - the Group’s Intranet was reformulated, extending the areas of 

information and respective content. Also the newsletter INFO was published in 

English to encourage the involvement of Employees of the sales offices located 

outside Portugal;

• Outsourcing - some outsourcing contracts were reviewed and renegotiated in order

to optimise the services rendered, in line with the Group’s needs and looking for

improvements in terms of coordination with the various functional areas;

• Management of Human Resources (HR) and Circulation of Information - new HR 

management instruments were created in terms of Performance Evaluation and 

Career Management.

� 2.2.4 Performance evaluation and career management

2006 saw the introduction of a new system of performance evaluation, the objective of

which is to found a corporate culture on all Group Employees which is highly motivating,

guided by principles of equity, responsibility and meritocracy. Associated with this system

there is a model of annual performance awards based on competences and the work

undertaken.

This system also helps to identify the Employees who should be promoted, depending

on their annual performance. In this context, we can see the continued stake on Employees

through promotion for reasons of merit (around 97% in 2007) and job change (around

3% in 2007).

Employees promoted (no.)

2005 2006 2007

11

6

53
72

3

96

Merit

Change of function
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Global Compact Principle no.6:
Eliminate discrimination in respect
of employment and occupation.

34 _ Portucel Soporcel group Sustainability Report 2006/2007 Portucel Soporcel group Sustainability Report 2006/2007 _ 35

A Culture of Value Creation

Relationship of basic remuneration Men / Women

1.09

1.08

1.13

1.16

1.33

1.33

0.89

0.89

0.92 0.87

0.87

0.86

Directors Senior
Management

Middle
Management

Blue Collar

2005
2006
2007

� 2.2.6 Motivation and welfare

The social responsibility which the Group shows its employees is implemented

by way of various human resources management practices, which, as a whole,

seek to promote their motivation and welfare. The main practices are the following:

� Career management: Transversal career plans of universal application;

� Working hours: Periods of weekly work with a duration less than that defined by law 

and with a 25-day vacation period, irrespective of absenteeism;

� Benefits: Participation in leave due to illness and accidents at work and granting of life 

and health insurance and pension funds;

� Medical support: Curative medicine and nursing services 24h / day, 365 days / year.

It should be noted that of the total expenditure on health care, around 75% are charges

borne by the Group with no legal obligation whatsoever.

Nursing

Medical intervention

Medical exams

Average cost of health care per worker [€/Employee]

Expenditure with health care (€)
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The Group also promotes the welfare and satisfaction of Employees through the recognition

and encouragement of social practices amongst Employees and their families, seeking to show

appreciation for those who contribute towards the success of the business.

The Sports Groups are dedicated to promoting sports, recreational, cultural and fun events,

such as trips, thematic visits and shows which include the Christmas Party for Employees’

children and the anniversary of the Company.

Global Compact Principle no.3:
Businesses should uphold the
freedom of association and the

effective recognition of the right to
collective bargaining

In this respect, Employees are free to exercise the right of association for the

defence and promotion of their socio-professional interests, in accordance with

the standards defined in the Labour Code in national legislation.

Freedom of association (%)

Unionised employees

37.2%
31.9%

31.1%

Employees not covered by collective
negotiation agrements

47.9%
46.5%

46.2%2005
2006
2007

ESPAÇO ABERTO FOR THE GROUP’S SOLIDARITY
The Portucel Soporcel group firmly supports Espaço Aberto, a project set up

by Setúbal City Hall which contemplates a shelter home for children and

young people of school age, and which seeks to address the serious problems

of social exclusion in the Bela Vista neighbourhood.

A new Career Management Model was implemented in 2007 with the objective of standardising

the criteria used in the various companies of the Group. With this new model, the levels

of professional categories were reclassified, specific requirements for career evolution were

created, amongst other situations which aim to guide and get the most from the professional

development of Employees, aligning their individual expectations of evolution with the

Group’s opportunities and needs.

� 2.2.5 Remuneration policy

The Board of Directors’ policy on remunerations is stipulated by a Committee

appointed for the purpose (the Remuneration Committee) which follows the

principles established by the Corporate Governance Code, available in the Group’s

Annual Report. (www.portucelsoporcel.com/en/investors/governance.php.

In terms of the remuneration awarded to Employees, the policy assumed by the

Group for professionals in the same category is based on equity and the recognition

of competence.

� 2.2.7 Human rights and freedom of association

In the Portucel Soporcel group, a code was implemented with Deontological

Principles which is intended to ensure that the Group and its Employees act with

respect for the rights, duties and guarantees arising from applicable labour

legislation or from the individual work contracts or even from instruments of

collective regulation.

Similarly, adhering to the principles of the Global Compact is a fundamental step

which reinforces the Group’s commitment to all issues related with human rights.

Global Compact Principle no.1:
Businesses should support and respect

the protection of internationally
proclaimed human rights within their

sphere of influence.

Commemorations for Employees’ Length of Service
Every year the Group holds a party to pay tribute to the Employees who

complete 15 and 30 years of service.

In these events, which are always very pleasant social occasions, the Employees

are distinguished for their dedication in the performance of their functions.

An essential aspect of Portucel Soporcel group’s remuneration policy is the strong stake

on the variable component of each employee’s salary, promoting and rewarding competence,

merit as well as individual and team performance. The award of a performance bonus,

according to the results obtained at the end of each year, corresponds to the recognition

of the importance of such factors for the Group’s growing and sustainable success.

The 2007 performance bonus clearly illustrates this reality and represented, on average,

for white and blue collar workers and senior staff, respectively, circa 17% and 23% of the

annual base salary for each employee.

� 2.3 Involvement with Local Communities

Besides the social responsibility with its Employees, the Group also tries to have a positive

impact on the communities situated in the neighbourhood of its industrial complexes. For

this purpose, the Group is attentive to their needs and takes initiatives aimed at promoting

their development, with particular emphasis on the educational, social and humanitarian

angles as expressed in the Policy of Involvement with the Community of the Group

(www.portucelsoporcel.com/en/info-centre.php).

Considering the importance of the value chain of the pulp and paper industry, the Group

develops its actions towards encouraging the best practices, both upstream and downstream

from the activity concerned. In this regard, projects and initiatives in the environmental,

social, cultural and sporting areas are included in the practices assumed by the Group in

terms of its responsibility as a promoter of sustainable development.

In 2006 and 2007, the Group supported a significant number social, cultural and educational

initiatives. Amongst others, support was given to the Setúbal City Hall’s project Espaço

Aberto, aimed at children with social exclusion problems, as well as to the Food Bank

Against Hunger in Aveiro, and funds for the acquisition of furniture and computer equipment

for schools in Figueira da Foz. The Group also supported the Setúbal Fire Brigade to carry

out renovation work on the fire station and supported the pedagogical project aimed at

developing programs of contact with Nature in the Cantar de Galo Estate, involving 56,000

children in 2007.
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A Culture of Value Creation

The Group granted 790,000 Euros in donations between 2006 and 2007, intended

to develop a number of projects and initiatives, mostly of a social nature.

Donations granted 2006-2007

Social Area
83.5%

Cultural Area
4.8%

Educational Area
11.2%

Sporting Area
0.5%

The Group has had an active role in supporting conferences, specific events and initiatives which

have stood out for being innovative. It may be pointed out that sponsorship in the period 2006-

2007 totalled 454,000 Euros, with financial support for environmental initiatives increasing 243.7%

in this period.

Sponsorship granted 2006-2007

Environmental Area
74.0%

Sporting Area
4.1%

Educational Area
8.0%

Events and Conferences
9.6%

Cultural Area
4.3%

THE GROUP IN COIMBRA UNIVERSITY
Looking to encourage the interest of young engineers in the pulp and paper

industry, the Group has an ongoing protocol with the Department of Chemical

Engineering of the University of Coimbra since 1989, based on which it has

organised and lectured on, through its most qualified technicians, the following

disciplines of optional specialities:

� Cellulose Technology (since 1989);

� Paper Technology (since 2001);

� Pulp and Paper Science and Technology (since 2007).

Besides the fact that the teachers are Group employees, many of the classes

have been given in the Figueira da Foz and Cacia mills and in RAIZ, and the

best student of each chair, in each year, is contemplated with a remunerated

professional internship in one of the mills or in RAIZ, oriented by a technician

of the Group and monitored by a teacher from the Department of Chemical

Engineering.

For dozens of technicians who today exercise their professional activity in

the Group, in Industry and in Research, this was how they discovered an

interest in the sector and first came to know about the industry.

The Group has continued with the practice begun in 2001 to award the amount

of money traditionally spent on Christmas gifts for projects of a social nature. In

2007, and in coordination with local structures supporting the community, various

donations were made to institutions in the area of care for the disabled, and also

to support people in need in the regions of Setúbal, Figueira da Foz and Aveiro.

PATRONAGE FOR SETÚBAL IN PORTUGAL DAY CELEBRATIONS
The Portucel Soporcel group contributed with a financial incentive of 25,000

Euros intended for building improvements in the city of Setúbal, chosen in

2007 by the Presidency of the Republic to be the stage of the 10th June

celebrations (Portugal Day).

The Group also made paper donations to schools and social institutions, located

near the mills. In 2006 and 2007, 522 donations were made to cultural, sporting,

educational and social projects, which totalled 75 tonnes of paper.

SUPPORT FOR THE RESOURCES GUIDE  FOR THE DISABLED

In connection with celebrations for the International Day of the Disabled (3rd

of December) the public presentation of the Resources Guide for the Disabled

was held on the 4th of December 2006, in the Municipal Library of Setúbal.

This was an initiative of Setúbal City Hall which the Portucel Soporcel group

supported by offering the paper necessary for its publication and covering

the other publication costs.

GROUP MAKES A DONATION OF PLANTS
A protocol was signed in 2006 with the DGRF (Directorate-General of Forest

Resources), under which the Group donates plants for (re)forestation projects

to be carried out and/or coordinated by the DGRF, due to the fact that the

“Navigator Eco-Logical” brand was being used by the different Organisms of

the Portuguese State.

CANTAR DE GALO PROJECT
For a number of years the Portucel Soporcel Group has supported the Cantar

de Galo Estate’s pedagogical project, aiming at the development of didactic

programs for contact with Nature.

Of the various programs, geared towards the different age groups which visit

the Estate (from 3 to 15 years old), the Group specifically supports the

program A minha amiga árvore (My Tree Friend). This program intends to

make children aware of forest protection and the care we should take to

prevent forest fires.

To have a different day taking part in fun and educational activities was what

made around 112,000 children visit this Estate between 2006 and 2007.

PIONEER SUPPORTS
ASSOCIAÇÃO LAÇO
The Associação Laço, supported by

the Pioneer paper brand, has the

objective of improving the

prevention, diagnosis and treatment

of breast cancer in Portugal. The

Group considers it fundamental to

support this association in order

to help to resolve an illness with

increasingly high indices in

Portugal.

RECOGNISING MERIT IS TO PROMOTE EXCELLENCE
Since 2006, the Portucel Soporcel group has sponsored the merit prize for the best

graduate student of Forest Engineering and Natural Resources of the Instituto Superior

de Agronomia. This initiative comes within the Group’s policy, the main purpose

of which is to act as an incentive for the education and training of young people.

GROUP HELPS WITH HOLIDAYS FOR NEEDY CHILDREN
Aimed at helping to improve the quality of life of the communities, the Portucel

Soporcel group has, since 2007, been helping around two dozen children

without economic resources (aged between 6 and 15 years old), to take part

in a holiday camp organised by the Sado Parish Council and which is held

in the first two weeks of July each year.

ESCOLA SEGURA (SAFE SCHOOL) PROJECT
In 2006, the Portucel Soporcel group supported the Escola Segura project, an event

attended by 48 schools from the Aveiro district.

The main objective of this initiative, involving local safety and municipal authorities,

was to alert the school population about road safety, raising the children’s awareness

about the dangers.

SUPPORTING KNOWLEDGE
In the realm of knowledge, the Group sponsored diverse seminars dedicated

to topics relevant to its activity, such as investments in the energy sector,

Iberian logistical platforms and conferences aimed at enhancing the eucalyptus

forest sector as a strategic sector for the Portuguese economy.

A DIFFERENT DAY IN THE SERRALVES
FOUNDATION OF ART AND CULTURE
In the period when it was a Patron of the

Serralves Park (2004-2006) and within the

spirit of the commemorations of the

Environment Festival and of the World

Children’s Day, the Group helped 200

children from the Schools of Paião - Figueira

da Foz - to take part in an initiative on the 1st of June 2006 in Serralves.

All the children were offered a Navigator Kids block, where they could write

or draw their memories of this day.
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3. The Sustainable Cycle of Paper:
from the forest to the consumer
All the activity of the Portucel Soporcel

group is based on a cycle of sustainable

development. Its products come from

forest plantations managed in a

susta inab le manner  and are

manufactured by using natural and

renewable energy.

In all its activities, the Group seeks to

act in a responsible, transparent and

innovative way in all of its economic,

environmental and social aspects.
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The Sustainable Cycle of Paper: from the forest to the consumer

At the end of 2007 the Group had around 102,000 hectares (85% of the forest area it manages) certified by FSC-FM and all its mills were certified by FSC-CoC and

PEFC-CoC standards.

To create confidence in the origin of the fibrous materials used for the production

of pulp and paper, measures such as Forestry Certification and certification of the

Chain of Custody are implemented.

THE SUSTAINABLE CYCLE OF PAPER

The forest and the production of paper are part of a huge cycle: the carbon cycle

The main certification schemes are the FSC (Forest Stewardship Council) and the

PEFC (Programme for the Endorsement of Forest Certification Schemes). In both

systems standards of forest management (FM) and standards of the chain of custody

(CoC) are applied.

Carbon dioxide emissions
Atmosphere

Forest plantations

Saw mill Consumer

Consumer

Waste

Energy
Production

Sawn timber

Pulp Mill

Forest

Management (FM)

Management of the Chain

of Custody (CoC)

FM CoC CoC CoC

Well managed
forests

Pulp and Paper
mill Paper

Distribution

Printing Houses

Forests managed
by the Group

Pulp mills

Sales of certified products

Source: Portucel Soporcel group

FSC-Coc

FSC

FSC-FM

PEFC-CoC

PEFC

FSC

2006 2007

Wood products
manufacturing

Paper manufacturing

Final Consumer
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The Sustainable Cycle of Paper: from the forest to the consumer

Fertility

� Conclusion of the study relating to the main nutrients, specifically critical

levels in the soil, litter and wood tissue;

� Consolidation of the use of tools which project the appropriate fertilization to

each site;

� Extensive work of soil and climate characterisation of sites to support decision

making on investments and forest projects.

Protection

� National level monitoring of the main pests which affect eucalyptus plantations

and early evaluation of the potential risk of new pests and diseases.

Ecology of forest systems

� Evaluation of the integration at the forest landscape scale.

� 3.1.1 Forest Certification

Forest certification is the main means of ensuring the recognition, by independent

and accredited entities, of the sustainable management of the forest and is one

of the priorities defined in the Group’s concerns over sustainability.

According to the World Wide Fund (WWF), “The certification of products of forest

origin requires, besides the certification of forest management, the traceability

of the raw material of the forest in all the stages of transformation of the product

up to the final consumer. The verification of this traceability is carried out

independently by certification bodies and is known as Chain of Custody certification.”

Aware of the demands of international markets, where Customers give increasing

preference to brands of products which come from forests managed in a sustainable

manner, in 2007 the Group obtained certification of 85% of the forest area managed

(more than 102 000 hectares) by the Forest Stewardship Council (FSC-FM/CoC).

The Group is also taking steps towards obtaining PEFC-FM certification in the short

term.

� 3.1 Sustainable Forest Management

For the Portucel Soporcel Group, the sustainable management of forest plantations

enables it to maintain its potential as to perform its ecological, economic and

social functions which are nationally and globally important.

According to the Food and Agriculture Organization (FAO) of the United Nations,

the annual world roundwood consumption is 3,536 million m3, 53% of which is

intended for the production of energy and only 11% is used for pulp production

therefore the impact of this sector on the forests is not very significant when

compared with other uses of forest resources.

World uses of roundwood trunks (%)

Other
industrial uses **

4%

Energy
production

53%

Saw mills *
28%

Wood
panel industry

4%

Paper
and board

11%

* Includes plywood
** Posts, poles, pillars, etc.
Source: FAO 2006

In accordance with the Directorate-General of Forest Resources, in a period of

around one century (1902-2006), the whole of the Portuguese forest area increased

by around 1.5 million hectares. Portuguese forest is mostly private (85%), being

managed, mainly, by small and medium-sized non-corporate owners. The eucalyptus

is the third species of the Portuguese forest, occupying around 19% of the forest

area of mainland Portugal.

The Portucel Soporcel group is one of the large private Portuguese forest owners,

with around 120 thousand hectares under management, mostly made up from

eucalyptus trees (around 74% of the area managed).

Forests are the main source of raw materials and are one of the essential pillars

for the Group’s competitiveness, and therefore it is necessary to protect them in

the most sustainable way possible. Aliança Florestal (the Group’s company for

forest management) and RAIZ (Forest and Paper Research Institute) contribute

towards this end using the best practices and techniques available. Through

Viveiros Aliança, S.A., a great variety of forest and ornamental species is produced

and certified with the delegation of competences of the Directorate-General of

Forest Resources (DGRF). This is a sign of recognition of the quality of the work

undertaken by this company.

The use of wood does not mean deforestation, given that the sustainable

management of the forest increases the quantity of wood in the forest.

(To consult the Group’s forestry policy:

www.portucelsoporcel.com/en/info-centre.php).

In 2006 and 2007, one of the Group’s priorities was to continue with the strict

selection of forest assets so as to continue to have high and sustainable production

and, at the same time, improve soil productivity in an environmentally responsible

manner. Another project continuing throughout 2007 aimed at the improvement

of harvesting, logging and transporting, resulting in important productivity gains.

THE ADVANTAGES OF EUCALYPTUS GLOBULUS FOREST

� Silviculture: Natural debanking and debranching on the lowest levels

during growth, enriching the soil with organic material;

� Capacity to reshoot from the coppice: Soil preparation for plantation only

after being harvested three times, which helps to prevent erosion of the

soil. The average time between each cut is twelve years and, after the third

time, the area is replanted;

� High water use efficiency: Faster growth than other species for the same

quantity of water available in the ground;

� Rapid “closure” of the tree canopy in commercial plantations: Control of

the growth of grass and undergrowth by not letting light in, which reduces

the risk of fires;

� Evergreen trees with perennial leaves: Processing of photosynthesis even

in winter, which helps retain the CO2 and to grow in this season;

� Thick, vertical leaves: Processing of photosynthesis for a longer period,

in the hot days of summer (without stress due to excess light).

The Group neither has nor produces genetically modified plants and organisms.

It practices genetic improvement, propagating plants by vegetative methods which

have the probability of better adapting to certain local conditions.

To ensure that the best forest management practices are adopted, the Group,

through RAIZ, has developed disciplined forestry research which has led to an

improvement in the silvicultural techniques and methods applied. The main

activities performed by RAIZ are the following:

Forest improvement

� Identification of clones (improved plants) which bring productivity gains of

over 50% in pulp production;

� Identification of hybrids of different species of eucalyptus which appear to be

of interest in terms of resistance to drought or which may be well adapted to

flooded areas.

Biotechnology

� Continuation of the research to identify the genes responsible for the diverse

properties of wood.
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PARTNERSHIP WITH WWF
In the area of the conservation of biodiversity, the partnership already established

with WWF (World Wide Fund for Nature) was further strengthened.

In 2007, WWF confirmed that around 48% of the area of forest

certified and managed by the Group has the right attributes for it

to be classified as High Conservation Value areas, at the landscape

level, notwithstanding the normal management of the forest plantations.

The Sustainable Cycle of Paper: from the forest to the consumer

� 3.1.2 Biodiversity

One of the most important factors in the Group’s forest management is biodiversity

conservation.

The operations associated to forestry activity can have a direct or indirect impact in

terms of habitats (destruction of natural or semi-natural habitats) or in terms of species

(destruction of vegetal species or disturbing species of fauna, specifically during their

period of reproduction, dependence or hibernation, or the deterioration/destruction

of the places or areas of reproduction and rest of these species).

PARTICIPATION IN FSC PORTUGAL
In 2007, the Group began its participation in the national Forest Stewardship

Council (FSC) initiative, this being the Association for Responsible Forest

Management, named FSC Portugal. Also participating in this initiative are

major entities in the Portuguese forestry sector. Besides the development of

a national standard, this Association has the goal of achieving by 2010 the

target of certification of half a million hectares in Portugal, of the total of the

forest species to be certified.
The Group was the first national entity (and one of the first in the world) to

establish a monetary prize for each cubic meter of certified wood received from

the market.

The award of this prize began in December 2005, its main objective being to

encourage forest owners and wood suppliers to certify their properties or to

act as promoters / catalysts for the certification of the owners from whom

they buy.

The Group has implemented an environmental impact assessment system for

forest activity, through which it can continuously identify any potential negative

impact on biodiversity, throughout the plantations life cycle.

However, it is not expected that there will be significant direct impacts on

biodiversity, as there is no conversion of habitats, introduction of exotic species

(the eucalyptus was introduced in Portugal around 200 years ago and is well

adapted) or use of genetically modified organisms.

As there may be potential or real indirect impacts caused by situations of risk

which alter the quality of the water or of the soil, the Group is geared towards

their prevention, mitigation and correction.

PARTNERSHIPS WITH FOREST ASSOCIATIONS FOR FOREST
CERTIFICATION
With the aim of promoting forest certification in Portugal, the Group has

developed several protocols with the main organizations of the sector, amongst

which are the Farmers Confederation of Portugal (CAP), the Federation of

Forest Producers of Portugal (FPFP), the Forest Association of Portugal

(Forestis) and the Federation of the Cooperative Forest Movement (Fenafloresta).

The objective of these partnerships is to support initiatives to certify private

national forest and fundamentally to establish close and lasting relations for

the development of the national forest sector.

One of the main associations is Unimadeiras which represents 600 producers

and is the largest company supplying wood for cellulose in the Iberian

peninsula.

One area in relation to which the Group cannot ensure sustainable forest management

in the long term was excluded from the scope of certification. These are cases of

rental contracts which are expected not to be renewed or areas in which it is not

possible to guarantee economic sustainability. However, being the manager of these

areas, the Group publicly assumes the commitment to have a responsible conduct,

respecting the spirit and intentions expressed in the Principles and Criteria of FSC.

PROMOTION OF THE CERTIFICATION OF PRIVATE FORESTS
Through Aliança Florestal and RAIZ, the Group has been holding a number

of external training courses aimed at the certification of private forests:

1) Holding of sessions intended for forest owners, in which the basic principles

of good forest management are given;

2) Holding of sessions intended for forest engineers belonging to associations

of forest owners, in which the methodologies, techniques and main criteria

of forest management are given.

Forests occupy more than one third of the area of mainland Portugal, mostly belong

to private owners and have an average area of less than four hectares. In this context,

and countering the current degree of development of forest management and the

difficulty of joining bodies of cooperation and association, the role of the so-called

'social forest' is absolutely essential in the strengthening of the sustainable management

of these spaces as a mechanism for the success of certification processes.

Since 2006 the Group has actively participated in diverse initiatives promoted by WWF

International which aim to address the difficulties inherent to the certification of small

private owners and finding solutions which adapt to this situation, such as group or

regional certification schemes. In line with these initiatives, and reinforcing them, the

Group is amongst the leaders in the national initiatives of the two main international

certification programs (PEFC and FSC), together with frequent brand presence in events

promoted by the organizations of the most important forest producers.

In this context, the initiatives carried out regarding certification reinforce the Group’s

concern for value creation and the direct and indirect generation of employment in

this sector.

CANSINO PROJECT
The Group participates in the Cansino project, the objective of which is to promote

the management and recovery of major watercourses, rivers and streams, which have

been negatively affected by the action of Man in areas in the South of the country.

This project is being carried out in collaboration with the WWF and involves Silvicaima,

the Directorate-General  of Forest Resources (Algarve Centre) and some private owners.

The Group’s main rules of reference aimed at mitigating the impact on biodiversity

are:

� To respect riparian strips, avoiding soil preparation and not allowing the use 

of heavy machinery;

� To avoid crossing watercourses and, when necessary, to do so where there is

firm ground or where there are appropriate structures for the purpose;

� To give priority to mechanical and manual methods rather than chemical methods

to control spontaneous vegetation;

� To respect natural values considered as conservation values through the

appropriate planning of forest interventions and specific actions for its preservation.

The forest area under the Group’s management is geographically spread out over

153 Districts in Portugal and crosses areas which have a regulatory framework

for the conservation of biodiversity:

� National Network of Protected Areas (RNAP): 5.8 thousand hectares. Of these

areas, 95% are situated in the National Parks of the Serra da Malcata, Tejo

Internacional and south west Alentejo and the Vicentine Coast;

� Classified sites of the Natura 2000 Network: 25.4 thousand hectares. Of these,

70% are in the sites of the Serra da Freita and Arada, São Mamede, Monchique

and Malcata.

Additionally, the Group owns and manages more than 4,700 hectares of cork trees

and holm oaks which benefit from special protection status.

The Group has been assessing habitats and classifying their conservation status.

In accordance with the surveys carried out, the most frequent habitats are riparian

ones (dominated by willows or alder trees), woods with cork trees or holm oaks,

the thermo-Mediterranean thickets, Iberian oak forests and siliceous rocky outcrops.

Notwithstanding the said restriction, the Group, through Aliança Florestal, takes

the neighbouring area of the managed estate into consideration, promoting the

appropriate care to preserve the values associated with it, following the stipulations

of its Forestry Code of Conduct, in its Precautionary Principle: “Obtaining results,

of any kind, cannot serve as justification for the adoption of practices liable to

hurt the physical integrity of the employees, the community and the environment”.

ADHESION TO INITIATIVES IN THE AREA OF BIODIVERSITY
As a response to the global challenge to halt the loss of

biodiversity, the Group adopted the “Business and Biodiversity”

management philosophy, signing a protocol with the ICNB

(Institute for the Conservation of Nature and Biodiversity),

and joined the Countdown 2010 Initiative developed by the

International Union for Conservation of Nature (IUCN and Natural Resources).
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� 3.1.3 Prevention and support for fighting forest fires

Forest fires have a major impact on the forest sector and, consequently, on the

Portuguese economy. In 2007, there was a reduction in the area affected by forest

fires. The 31 thousand hectares burned in this year represent 2.4 times less than

that of 2006 and around seven times less than the average for the period from

2000 to 2006.

The team of the Forest Defence Against Fires (DFCI) of the Portucel Soporcel group

prepares and implements the plans supporting the defence against fires, not only

of its own land but also of third parties, with an outlay in 2006 and 2007 of

PROJECT FOR THE CONSERVATION OF NATURAL VALUES
The Group is developing a complementary project with specialists in the area

of biodiversity aimed at the conservation of natural resources in the different

areas of the land under its management. The main objective of this project

is the development of methodologies to identify natural values to be conserved

and to prepare the respective conservation action plan.

It should be pointed out that 20% of the national territory (according to the

Environment Operational Program, of the Third Community Support Framework),

are protected areas, the equivalent average European value being 14.6% and the

world average 11.5% (Source: United Nations List of Protected Areas, 2003).

Starting with the cross-referencing of management measures for the conservation

of species and of the habitats assessed, the Group prepared standard management

models, the application and technical specifications of which are related with the

conservation status encountered in each situation. The monitoring and evaluation

of biodiversity undertaken in the high value conservation areas are based on these

models.

CONSERVATION OF BONELLI’S EAGLE
In a project headed up by the Iberian Birdlife Studies

Centre (CEAI) and under the management of its

eucalyptus plantations, the Group undertook to

develop a number of initiatives aimed at preserving

and recovering Bonelli’s Eagle, a classified species

with a “threatened” status. This project is being developed in the Alentejo

region and enjoys the collaboration of the Institute for the Conservation of

Nature and Biodiversity (ICNB).

To raise awareness of the need to preserve this endangered species, in 2007

the Group sponsored the book “Bonelli’s Eagle in Portugal”.

This work is a rich testimony of the life of this species and an appeal for its

protection, with eucalyptus forests being an appropriate habitat for its nests.

7.1 million Euros in forest fire prevention and support to fire fighting activities.

Prevention activities include:

� Construction of fire lines, increase in the clean areas and paths;

� Improvement to water sources;

� Holding tests of the Municipal Forest Defence Plans against fires on its land

and on that of third parties and respective Municipal Operational Plans.

Forest fire fighting support activities include:

� Activities of detection, surveillance, fire fighting and mop-up;

� Specialization, professionalization and single command.

PARTICIPATION IN PROLUNP
Prolunp is the national program for the eradication of the pinewood

nematode, Bursaphelenchus xylophilus, a pest which was detected for

the first time in 1979 in the state of Columbia, USA,  and  in Portugal,

in the region of Setúbal, in 1999.

In 2007 Enerforest participated in Prolunp, mostly working on containment

strips and in actions which are fundamental for containing the death rate

in the maritime pine. The nematode has a very rapid effect on conifers

(P. pinaster, P. radiata, and others), which is why it is a serious threat

to biodiversity and the survival of these forest ecosystems.

Also under the Prolunp program for the eradication of the pinewood nematode and

the partnerships established with the Directorate-General of Forest Resources (DGRF),

the Group’s action in some areas of this program should be mentioned, with the

cutting of almost 120 thousand adult trees affected. The results obtained were due

to the use of appropriate forest management techniques and practices, to the

research carried out in this area and to the intervention of human and financial

resources. In this way, the Group is credited to have an important role in defending

the vitality of the Portuguese forest , whether through these plant-health interventions

or for fighting infestation (also in areas owned by public entities), as well as for

indirectly reducing the risk of fire due to the reduction of bush and shrub cover.

� 3.2 Wood from Controlled Sources

The control of the source of wood is essential for the sector, with the risk analysis

of the sources it comes from being of extreme importance.

The good practices undertaken by the Group, together with favourable climatic factors

and an improvement in the degree of effectiveness of the national forest fire fighting

system contributed to the fact that there was less area burned, even though the

land threatened was of a similar size to that of previous years. It should be pointed

out in this context, that in 2007 the area burned in the forest plantations managed

by the Group was only 131 hectares in comparison with the 3,276 hectares burned

in 2006. The burned area in forest plantations managed by the Group represented

2.81% of the area burned throughout the country in the period 2006-2007.

It should also be noted that in the period 2006 to 2007, Enerforest (the Group’s

company in the area of biomass for energy), added value to areas which were

affected by forest fires, by removing the burnt material and helping to recover the

forest plantations affected (Serra de Ossa, Serra do Anel, amongst others).

Costs with prevention and support to firefighting (Millions of Euros)
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INTERVENTION OF AFOCELCA
The Group continued with its strategy of mobilising

major human and technical resources in the

prevention of and support for fighting forest fires

through Afocelca. This organization, in which the

Group holds a majority position, is made up from

companies of the sector.

In 2007, the Group donated around 1.6 million

Euros to Afocelca, contributing, in part, through

this Association towards the campaign to provide

support for fighting forest fires with 40 first response

vehicles, 14 semi-heavy vehicles, 2 tank trucks and 3 water bomber helicopters

and their respective crews involving 11 Relief Operations District Centres of

the National Fire Fighting and Civil Protection Service.

In the 2007 campaign, AFOCELCA intervened in 1,220 forest fires of which

around 20% (249 fires) were for own fires (which occured in the forest areas

of the associated companies) while the other 80% was in private forests.

Great tension arose in 2007 between supply and demand in the wood markets. In

the domestic market, this situation was partly due to forest fires, particularly those

of 2003 and 2005. The effect of these fires became more visible in 2007, when

significant volumes of wood which ceased to be available to supply the needs of

the industry, would have been of harvesting age.

In spite of this situation, the Group managed to maintain its market share in Portugal,

but with enormous financial outlay and inevitable repercussions in terms of  results.

Around 20% of the wood used by the Group to produce pulp comes from the forests

under its management with the other 80% being bought in (around 3.3 million

equivalent cubic meters of debarked wood in 2007). In its production, the Group

incorporates around 90% of wood from Iberian forest (Portugal and Galiza) of the

species Eucalyptus globulus and it occasionally imports wood of this species from

other regions.

Wood purchased by source (2007)

Others
7%

Iberian Market
93%
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INVOLVEMENT WITH STAKEHOLDERS IN THE SUPPLY CHAIN
Within the process of forest certification, action was taken to clarify, inform

and manage the expectations of diverse groups of stakeholders in the area

of wood supply:

1- Consultation of stakeholders which included the holding of explanatory

sessions in which around 169 entities took part and questionnaires were

sent to to 490 entities;

2- Development of a socio-economic study of the Group’s forest operations

which started with the analysis of the results of various initiatives undertaken

by the Group (workshops, questionnaires, explanatory sessions) and later,

an opinion survey on knowledge, attitudes and behaviour in relation to

forests was held through interviews.

To acquire wood, the Group selects its suppliers based on the degree of fulfilment

of the contracting requirements established internally. In the selection and evaluation

process, the Group tries to encourage national suppliers to respect the required

standards of quality and efficiency.

With this practice, the Group also wishes to encourage the development and

specialization of the national economy in a sector with clear competitive advantages,

with the increase in certified forest areas being one of its main objectives.

� 3.3 Eco-efficient production

The Group’s activity is concentrated in three mills. The industrial complexes

of Figueira da Foz and Setúbal produce pulp which is integrated in the

production of paper while the Cacia Mill only produces unintegrated market

pulp pulp.

In the period from 2005 to 2007 there was an increase of 3.3% in pulp production

and of 3.3% in paper production.

EUCALYPTUS GLOBULUS - THE IDEAL TREE FOR THE PRODUCTION
OF PRINTING AND WRITING PAPER

The Portucel Soporcel group’s forestry policy is based on the rational use of

the natural resources available and on the constant concern for environmental

preservation. In the Group’s vast and diversified forest land, the concept of

agro-forestry multiple use is not lost from sight at an individual property level

or in terms of the regional mosaic.

As opposed to other large producing regions (South America, Africa and South

West Asia) where there are various species of eucalyptus, the species Eucalyptus

globulus is almost exclusively the one cultivated in Portugal. This situation

ensures a very high level of consistency in terms of the quality of the products

of national origin, adding to the fact that the cellulose pulp of the Eucalyptus

globulus is highly appropriate for the production of paper for printing and

writing.

This tree species is used almost exclusively by the Group for the production

of pulp. Its wood is made up from very homogeneous short fibres which

provide a notable opacity, excellent rigidity, exceptional sheet bulk and great

dimensional stability to the paper produced.

Global Compact Principle no. 2:
Make sure they are not complicit in

human rights abuses
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Supply of wood (%)

20%

30%

40%

50%

60%

70%

80%

90%

100%

10%

0%

Although there is no global policy within the Group geared towards the prioritization

of acquisitions of wood from local suppliers, one can observe stabilization in the

transactions with suppliers located in the surrounding Districts (up to 100 km)

where the Group has its mills. In this context, it may be seen that the volume of

acquisitions from local suppliers was around 2.4 million cubic meters of wood

in 2007 which corresponded to around 135 million Euros, or rather, 17% of the

total volume spent on suppliers.

Volume of acquisitions in 2007 from local Suppliers (%)

Suppliers of
the Setúbal Mill

23%

Suppliers of
the Figueira  da Foz Mill

47%

Suppliers of
the Cacia Mill

30%

The Group has consolidated its strategy so as to position the environment at the

top of its priorities through the pro-active adoption of innovative practices and

technologies, which help to minimise its impact on the environment and lead to

energy self-sufficiency.

The production of bleached eucalyptus pulp increased to 1.3 million tonnes in

2007, positioning the Group as the largest producer in Europe and the third largest

in the world. The pulp produced is partially integrated in paper (57%) or is sold

on the pulp market (43%).

When the new paper mill at Setúbal starts up, at the end of August 2009, both

of the Group’s industrial complexes at Figueira da Foz and Setúbal will be totally

integrated for the production of paper.

THE ADVANTAGES OF THE USE OF EUCALYPTUS GLOBULUS IN THE
PRODUCTION OF PULP

� High yield of pulp and paper

In comparison with other softwood and hardwoods, including other species

of eucalyptus, globulus provides more pulp (cellulose) so it produces more

paper for the same volume of wood.

� Cellulose content

With high cellulose content, there are fewer non-cellulose compounds to

be separated, which means less chemicals have to be used in the bleaching

process, thereby contributing towards the preservation of the environment.

In spite of the Group’s efforts to increase the supply of wood transported by train

and by sea, the supply continues to mostly come by road. The supply by this

means represented 92% in 2005, although its relative weight has been reducing

and is 89% in 2007. In this year, supplies by sea represented around 8% of the

supply of wood.

2005 2006 2007

The Group also has other mechanisms to control the origin of the wood from its

suppliers, specifically through a number of around 200 field inspections per year,

by sampling, in order to check and guarantee that the wood supplied is from a

known origin and does not come from controversial sources, such as:

� Areas where human and cultural rights may have been violated;

� Uncertified forests of high conservation value, where forest activities may cause

irreversible damage;

� Zones where there has been genetic modification of trees;

� Areas where there has been illegal or unauthorised logging;

� Natural forests converted into plantations or other non-forest uses.

In relation to the origin and legal logging of timber - although

this issue practically does not arise in Portugal given the absence

of conflict on the compliance with the law, on the tenure of land

or with indigenous people - since 2002 the Group has adhered

to the position taken by CEPI concerning so-called “illegal logging”.

The Company therefore formally subscribes to the six principles of the Legal

Logging Code of Conduct sponsored by CEPI, (and by CELPA), undertaking to

comply with the legislation applicable, to only acquire wood used legally, to

implement appropriate procedures for an Environmental Management System, to

use control methods of the applicable documentation, to keep the documentation

available for consultation and to train its employees on the whole of this issue.

Aware of the sector’s importance for the generation of indirect employment, the

Group also launched a number of initiatives to bolster Forest Management

Certification (FM) and Chain of Custody Certification (CoC) processes of suppliers

and forest producers, in order to support them in positioning themselves more

competitively.

In order to promote relations with suppliers and forest producers, the Group has

been developing diverse initiatives, such as:

� Visits of associations of forest producers to the mills;

� Participation in explanatory sessions;

� Organization of technical training sessions;

� Holding regular work meetings with the Group’s most representative suppliers.
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THE GROUP IS A CASE-STUDY OF ECO-EFFICIENCY
The Portucel Soporcel group was a case study of eco-efficiency solutions presented

in the Conference “Environmental Management of the Industry” promoted by the

“Water and Environment” Journal, which was held in Lisbon, in 2006.

Particular emphasis was given to the fact that the Group was the largest national

producer of green energy from biomass and the fact that it had invested around

270 million Euros in the environmental area since the year 2000, the results of

which were decisive in terms of environmental performance.

The Group is positioned amongst the European and world leaders who are most

concerned about eco-efficiency.

To put this environmental commitment into operation, the Group adopted important

and coherent internal policies related with the environment, quality and safety

at work.

� 3.3.2 Environmental performance

Energy

The Group has a high index of energy self-sufficiency, with most of the fuels used

being of renewable origin from its biomass plants.

Environmental investments 2005-2007 (€)

THE GROUP’S ECO-EFFICIENCY (EVOLUTION SINCE 2000)
Together with the increase in the production of pulp and paper (increase of

19% and 54%, respectively, between 2000 and 2007), the Group’s environmental

performance has seen successive improvements in its production process as

a result of the investments made and the optimization of the industrial

processes:

� 43% reduction in water consumption per tonne of product produced

(2000-2007);

� Increased use of renewable energy. In 2007, 92% of the energy produced

was from biomass;

� 58% reduction in the consumption of fossil fuels (2000-2007);

� 58% reduction in the total fossil CO2 emissions of its mills (2000-2007);

� Reduction in atmospheric emissions and effluents comparable with the

results obtained with the application of the best available techniques and

the best benchmark values in Europe;

� Improvement in waste management with a 48% reduction in process

waste intended for landfill sites (in 2007 waste recycling reached 80%);

� Certification of the Environmental Management System under ISO 14001

in all mills;

� Certification of the Occupational Health and Safety Management System,

under OHSAS 18001 in all mills;

� 11% reduction in the use of road transport (2000-2007) with regard to

paper logistics.

Global Compact Principle no. 8.
To undertake initiatives to

promote greater environmental
responsibility

Following the project begun in 2006 for the implementation of the Occupational

Health and Safety management system in the Cacia Mill, certification of the system

was obtained in 2007 in accordance with the standards NP 4397 and OHSAS

18001. As this latter system has already been implemented in the industrial

complexes of Setúbal and Figueira da Foz, this certification consolidated the

Group’s safety policy integrating it with the previously certified Quality and

Environment systems.

Types of environmental investment (1000 €)

TRAINING IN  OCCUPATIONAL HEALTH AND SAFETY
A major feature of 2007 was the increase in training in occupational health

and safety for Employees and service providers, totalling 21,995 hours, which

represent 18% of the total number of hours of training given that year.

All of the Group’s mills are certified under standards ISO 9001, ISO 14001 and

OHSAS 18001, and the respective laboratories are also accredited. In 2007, the

respective certificates for the environmental management systems of the Figueira

da Foz and Setúbal mills were renewed for a further three years.

� 3.3.1 Environmental investment

Special mention should be made of the Group’s investment in environmental

protection projects since 2000, which have amounted to more than 270 million

Euros, in its industrial units. Around 13 million Euros was invested in the years

2006 and 2007.

In the year 2007, there was an increased investment in end-of-line processes,

although in total the investment in environmental areas went down as a result

of the reduction in the need for investment in the area of pollution prevention,

where investments had already been made in previous years.

Global Compact Principle no. 7.
Business should support a
precautionary approach to
environmental challenges
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In the last three years, environmental investment has been mostly concentrated

on the reduction and treatment of gas emissions.

Other;
371,796

1%

Gas emissions;
36,548,163

93%

Solid waste;
374,849

1%

Liquid waste;
2,150,889

5%

Energy Consumption

2005 2006 2007

There are other plants besides the biomass plant, however, which contribute

towards the Group’s activity, as is the case of Soporgen, in the Figueira da Foz

industrial complex. This plant operates on natural gas and produces thermal

energy exclusively for the Group and electrical power. Surplus electrical power

that is not used in the Figueira complex, is channelled into the public grid (REN).

As a result of the good energy practices which are characteristic of the Group, a

recovery boiler was installed in Figueira da Foz in 2004 and, another in Cacia in

2006, which have helped to produce an increasingly positive energy performance.

Besides this, two new power plants generating energy from biomass (Setúbal and

Cacia), are expected to be concluded in 2008 together giving a net production

for the grid of 167 GWh/year. Energy efficiency is also expected to increase as a

result of the new turbo-generator which is being installed in the biomass energy

production plants in Figueira da Foz.

Global Compact Principle no.9.
To encourage the development and

diffusion of environmentally
friendly technologies
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Process chemicals

The Portucel Soporcel group carefully controls the chemical products it uses

throughout the production process, always seeking, through research and the use

of the best available techniques, to reduce their consumption and the impact on

the environment.

One of the criteria concerning the acquisition of chemicals is to always prefer the

acquisition of non-dangerous products, or when impossible, their replacement

with other less dangerous products.

In the period from 2005 to 2007 there was an increase in the consumption of

chemical products, partially justified by the increase in production, but also by a

particularly prolonged shutdown of the Setúbal Pulp Mill. The increase in the

consumptions of liquid oxygen and hydrogen peroxide was essentially due to the

implementation of good chemical management practices, as replacement for sodium

chlorate, the consumption of which was reduced.

REACH REGULATION
The Group has been taking the necessary actions to comply with the new EU

regulation (REACH), as a producer, importer and user of chemical products

in all its production plants, specifically through:

� Stock-taking and classification of the chemical products and articles

produced, of the chemical products and articles acquired and their respective

origin (from the EU or imported);

� Record of the chemical products produced and imported (where applicable);

� Guarantee that the articles produced/imported do not contain dangerous

substances in concentrations higher than those established;

� Provision of information relating to the use of the chemical products, by

means of communication in the supply chain.

In this way, on a case by case basis, the fulfilment of the obligations concerning

the requirements established in the REACH is ensured.

Emissions into the air come essentially from the activity of recovery and energy

production. The emissions of CO2 from fossil fuels, which contribute greatly

towards Climate Change, have been reduced as a result of a systematic drive to

increase the use of renewable fuels in the production of energy.

Water consumption

The Group has the objective of permanently minimizing the consumption of water.

As a result of the good practices implemented, there has been a progressive and

significant reduction in water consumption, reaching an average consumption of

water of 14 m3 per tonne of paper and 35 m3 per tonne of pulp in 2007.

The work developed in the millsites with the support of RAIZ has contributed

towards these progressively achieved results through studies of the water

component in the production process, anticipating the use of the best available

techniques and consequent improvements. The analysis of the water systems of

the pulp mills helped to identify measures for reducing consumptions and to

simulate the impact of the introduction of new technologies in the future.

In parallel, the comparison of each of the mills with a benchmark situation has

helped to determine potential measures to reduce consumption. The development

of a dynamic model of the Cacia Mill output has helped to identify and quantify

measures to reduce water consumption in the event of a shortage.

Atmospheric emissions

Besides its concerns over strict compliance with the stipulations in the applicable legal

diplomas, the Group is increasingly adopting and implementing measures of continuous

improvement in order to minimise the impact of its activity on the environment.

The reduction in the gas emissions of SOx and CO2 of fossil origin is the result

of the installation of new recovery boilers in the Cacia and Figueira da Foz Mills,

retrofit for the fluidised bed of the biomass boilers in the Setúbal and Figueira

da Foz Mills, modification of the lime kiln at Figueira da Foz to help replace most

of the use of fueloil by natural gas (a fuel with lower specific emissions of CO2),

and improvement in the biomass feed systems to the respective boilers. The

reduction in NOx in the Setúbal Mill is due to the optimization of the primary air

feed in the furnace of the biomass boiler.

The slight increase in the value of particle emissions can be explained with the

start up of the recovery boiler in 2004. The fueloil boiler which only functions as

make-up was thereafter only used in exceptional situations and for short periods,

an operating regime which does not always help to optimise its operating conditions.

With regard to the emissions of fossil CO2 reported under the PNALE II (National

Plan for the Allocation of Emission Allowances) and contemplated in the Verification

Reports of the CELE, it was noted that around 264 thousand tonnes of CO2 eq

were issued in 2007, corresponding to a reduction of around 13% compared with

2005, in line with the trend observed in the sector in Portugal. A total national

emission of around 100.1 million tonnes of CO2 was reported, with the Group

contributing to this value with only 0.3%.
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Waste and effluent

The growing concern over waste management has resulted in the search for alternative

measures and solutions to reduce waste at source and for its recycling, specifically in

terms of its disposal and raising awareness among Group Employees concerning this issue.

Waste

2005 2006 2007

Total production (ton)

Waste recycling (%)
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The Sustainable Cycle of Paper: from the forest to the consumer

The increase in non-hazardous waste in 2006 and 2007 is justified by the release

of non-processed waste from the Cacia and Setúbal Mills, which was stored

temporarily. The Cacia Mill also contributed with waste from construction works

and the Figueira da Foz Mill contributed with waste generated by the process of

cleaning the effluent retention basins which, as it is not a routine practice, led

to an unusual increase in this type of waste.

While not very significant in quantitative terms, within the global activity of the

Group, hazardous waste should be highlighted due to the associated risk that it

represents for the environment. The increase in hazardous waste in 2007 was due

to a small accidental spillage of fuel in the Figueira da Foz Mill. The retention and

cleaning of the spill explain the increase in dangerous waste which was duly

channelled to licensed operators.

As a result of the introduction of good practices over recent years, around 80%

of the waste which comes directly from production is recycled through:

� Reuse in the forest plantations managed by the Group;

� Reuse in the production process;

� Production of energy.

The other 20% is sent to technically prepared landfills or collected by duly licensed

external companies, which are responsible for its management.

PROJECT TO EXTEND THE WASTE WATER TREATMENT PLANT AT THE
FIGUEIRA DA FOZ INDUSTRIAL COMPLEX
In the second semester of 2007, work began on the project to extend the

Waste Water Treatment Plant at the Figueira da Foz industrial complex with

the objective of extending secondary treatment to the waste from the paper

mill. When this installation comes into operation in 2008 it will contribute

towards significantly reducing the values of final emissions in treated waste.

� 3.3.3 Compliance

Two fines were registered in 2007 amounting to 5 500 Euros, with no infractions

reported in 2006. In the period from 2006 to 2007, 17 complaints of an environmental

nature (odour, dust and noise) were received, which were duly analysed and

carefully handled.

The Group, keenly aware of the environment and continually seeking to improve

its performance, has been developing measures aimed at reducing the number of

� 3.3.4 Research and development

The Group, through RAIZ, performs a significant number of applied research

activities in the industrial process, environment and forest areas, besides specialised

consultancy and training actions. RAIZ supports the forest and paper manufacturing

sectors in research, technological support and specialised training areas. This

institute has been the main point of contact for pulp and paper customers,

universities and professionals of the sector and a meeting place for national and

foreign researchers.

Its activity is related with concerns of an environmental nature, the cost of

operations, the efficient use of natural resources and the appropriateness of

products for customer satisfaction, always taking the sustainable yield of operations

into consideration.

In relation to technological research, and in relation to the pulp production process,

RAIZ is at the stage of finalising an evaluation of new cooking technologies, having

identified the processes associated with the evolution of the wood in wood yards

and their effects on extractives and primary variables which have an impact on

pulping yield and papermaking capacity.

The reasons for the seasonal variability in the quality of the pulp were also

determined and the process which causes this variability was described, with the

scientific and technological data which would enable the operations to be optimised

also being found.

Regarding the development of paper, the contribution of the different variables

of a chemical and physical nature associated with the paper surface for the quality

of printing, specifically, inkjet printing, was clarified. This project, considered to

be progressive for the know-how it generated, involved researchers from three

universities and managers of the Group’s Mills.

Water emissions

Total Susp. Solids, kg/t

Chemical Oxygen Demand, kg O2/t

Biochemical Oxygen Demand (BOD5), kg O2/t

Effluent flow m3/t

BLUE FLAG FOR LEIROSA BEACH
Since August 1995 the treated liquid effluent from the Figueira da Foz industrial

complex has been led off into the sea, at around 1,500 m from the coast, by

means of a submarine pipeline and diffusor located at Leirosa Beach.

In order to evaluate the environmental impact associated with the discharge

of this effluent, each year the Group monitors the microbiological and physico-

chemical quality of the waters in a strip of the coast between Gala and Vieira

de Leiria. The tests were carried out in accordance with Directive 76/160/CEE,

transposed into national legislation through Decree Law No. 236/98, on

samples of sea water taken from the beaches and in the sea, 1,200 m from

the Atlantic coast.

The results obtained show that the impact of the industrial effluent is not

significant. In line with these results, we would mention that Leirosa Beach

has been awarded a Blue Flag since 2005.

PROTECTION OF THE LEIROSA SAND DUNES

The implementation of an underwater pipeline to discharge simultaneously

the effluent from Celbi’s Mill and Figueira da Foz industrial complex of the

Portucel Soporcel group led to some alterations in the system of dunes at

Leirosa beach. In order to re-establish this situation, Celbi’s Mill and the

Figueira da Foz industrial complex of the Portucel Soporcel group, established

a protocol in 1999 with IMAR, to promote the rehabilitation of the dune

system, and the project was successfully developed and concluded in 2006.

environmental fines and complaints, a good example of which, in this regard, is the

replacement of the biomass boiler in the Cacia Mill.

In the period from 2005 to 2007, there was an increase of 25% in recycled waste.

Part of this increase is justified by the study held by RAIZ on alternatives to the

enhancement of waste, with the use of secondary sludge as forest fertiliser at the

licensing stage. Studies were also begun which will enable the use of this product

in cases where forest fertility requires slow-release fertiliser. Tests on composite

products in lining and construction materials were also successfully carried out.

Concerning the effluent produced over the last three years, there was an overall

reduction in emissions, particularly in terms of organic materials This was achieved

through a reduction in water consumption and pollutants and the highly efficient

external treatment of industrial effluent.
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THE GROUP’S COMMITMENT TO RESEARCH AND DEVELOPMENT
The Group, by creating its own Research Institute, RAIZ, and keeping it active

and dynamic, believing and investing in the advancement of technological

knowledge, in development and innovation, is a somewhat unique case within

the Portuguese industrial panorama.

Raiz contributes towards improving the Group’s position of leadership focusing

its activity on three main challenges:

� Stimulating and supporting the differentiation of the Group’s paper products

by grabbing the opportunities presented by emerging printing technologies

and by the potential for innovation in the demanding European consumer.

� Changing the situation of the Portuguese forest, designing the competitive

forest of the future inspired by knowledge and innovation.

� Taking the opportunities that changes in the international energy context

hold, specifically in the area of the development of renewable energies

and biofuels.
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RAIZ has worked in the areas of gasification technologies, the production of ethanol

from carbohydrates and the production of biodiesel from woody materials.

In 2007, a partnership was formed with the Universities of Aveiro, Beira Interior

and Coimbra, in order to continue with projects aimed at developing modifications

in the surface of paper which would lead to a superior printing quality.

BOOKS PUBLISHED BY THE GROUP
To commemorate the planting of eucalyptus trees by Jaime de Magalhães

Lima in 1906, the books “Eucaliptos Centenários da Quinta de São Francisco”

and “Aves da Quinta de São Francisco” were published in collaboration with

the Department of Biology of the University of Aveiro.

These books reflect the wealth of centennial species classified as unique

examples in Portugal, in an estate belonging to the Group and in which RAIZ

has its premises.

At the end of 2007 the Group included these contributions in a prestigious

edition, “Os Eucaliptos e as Aves da Quinta de São Francisco” which emphasised

this estate’s historic and natural patrimony as well as its wealth of biodiversity.

64% of European paper and card consumption is for packaging, newspaper paper

and toilet paper. Office paper represents only 5% of the total of European

consumption of paper and board. Source: CEPI

RAIZ - FOREST AND PAPER RESEARCH INSTITUTE

The main partners involved in RAIZ are the Portucel Soporcel group (96%

share), CAP (2%), the Instituto Superior de Agronomia (2%) and the Faculty

of Science and Technology of the University of Coimbra (2%).

RAIZ’s management (where industrial and forestry partners are represented)

has a decisive role in defining the working objectives. Its proximity with the

technicians of the partner companies and its connections with national scientific

institutions (Universities of Aveiro, Coimbra, Beira Interior, Trás-os-Montes

and Alto Douro and the Instituto Superior de Agronomia) and international

institutions (12 Brazilian Universities and 8 Research Institutes, the University

of Tasmania, CINRAD and the Cooperative Research Centre for Sustainable

Forestry Production, amongst others), place RAIZ in a privileged position to

successfully develop its applied research activity.

RAIZ - Leverage for the Group’s knowledge and innovation.

� 3.4 Environmentally Responsible Products

The Group’s consolidated turnover in 2007 reached 1,147 million Euros, 66.7

million Euros more than in 2006, with around 71% of this volume being generated

from the sale of paper, 21% from the sale of pulp and 8% from the sale of energy

and other services, producing outstanding results in comparison with the equivalent

values of the sector (the Group achieved an EBITDA/Sales margin of 29.7% in

2007).

These numbers, obtained with demanding environmental preservation criteria in

the manufacture of its products, without compromising its high standards of

quality, demonstrate the sustainable manner in which the business is managed.

� 3.4.1 Pulp and paper markets

The Group’s vision is to be a a global supplier of the world’s uncoated woodfree

paper markets and the leader of the office paper and paper for the printing

industry (offset) segments.

In the Group’s ten sales offices spread across the world (Figueira da Foz, Setúbal,

Madrid, Paris, London, Amsterdam, Cologne, Vienna, Verona and Norwalk) the

Group establishes direct contact with its Customers and coordinates major sales

operations. Its activity involves sending its products to the diverse markets and

in 2007 around 1.6 million tonnes of products (more than 92% of the products

sold) were sent to more than 80 countries.

During 2007, pulp and paper continued to be transported mostly by sea (61%

of the kilometres travelled and 52% of the volume), and it should be pointed out

that the Group is the largest national exporter of containerised cargo, representing

Distance in kilometers travelled by means of transport
in order to distribute paper (%)

Multi-modal Transport
1.2%

Sea Transport
61.4%

Road Transport
37.2%

Rail Transport
0.2%

In the last two years, the Group placed around 1,103 thousand tonnes of bleached

pulp and 2,035 thousand tonnes of uncoated woodfree paper on the market.

The export destination of pulp continued to reflect the Group’s main orientation

of preference for European markets, this being the home of the paper producers

with better quality, technological capacity and know-how for making use of the

natural qualities of the Eucalyptus globulus pulp produced by the Group.

In the paper business, exports recorded an increase in the sale of paper in the

strategic markets (Europe with +2.7% and USA remaining stable), as opposed to

a slight reduction in 2007 of sales in other markets.

This positive evolution in sales was accompanied by an upgrade in the mix of

paper products sold by the Group, with the sale of premium products increasing

11% globally, and 17% in the European market, consolidating the trend witnessed

for some years now.

The increase in relative weight of premium products is in line with the strategy

followed by the Group and reflects the perception by the market, both of the

quality of its products as well as brand awareness and also of the high level of

service provided to the distribution channels.

Location of the Group’s Commercial Subsidiarys

CASE STUDY OF THE HERALD TRIBUNE: WHEN LESS IS MORE
The Portucel Soporcel group, with its eco-efficient Discovery 75 g/m2 paper

was, already in 2001, a case study featured in the WBCSD website and reported

by the international newspaper HERALD TRIBUNE in a supplement concerning

companies and their action one decade after the Rio Conference.

In both cases the Group is reported as an European company who conquered

the market with an under 80 gram basis weight paper, an innovative product

in the European market.

Environmental benefits derived from the use of a product with these

characteristics are described in both articles: lower use of raw materials, water

and energy than in 80 g/m2 European standard papers, attaining higher quality

and performance.

U.S.A

Norwalk, CT

London
Amsterdam

Paris

Figueira da Foz

Setúbal Madrid

Köln

Verona

Vienna

Europe

Persons per square Km2

1000 250 50

around 8% of the handling of national ports in this type of cargo. However, it

was road transport (38% of the kilometres travelled and 47% of the volume)

which saw the most significant growth in relation to 2006, due to the volume of

paper sold to European markets close to Portugal.

� 3.4.2 Virgin fibres and recycled fibres

The European Paper Industry has credentials that are hard to match in terms of

sustainability and has been strongly committed, with recognized success, to

supporting the practice of Paper Fibre Recylcing.

In terms of sustainability, that practice, which is well established and that we

considere very worthy and indispensable in terms of waste management and

valuation, must be viewed in a judicious manner, looking for a solution that will

guarantee the best global balance among the economic, social and environmental

aspects under analysis, without underestimating some fundamental factors in the

approach of each concrete case to be considered:

� The same paper fibres cannot be recycled indefinitely, given their very nature

and, after being recycled a few times, depending on their applications, must

be replaced. At the end of their lifetime, such fibres may be subject to energetic

valuation for the production of green energy. Virgin fibres are, therefore, essential

for the renewal and sustainability of the global paper and board production

system.
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� 3.4.3 Quality guarantee and information to Customers

The commercial policy of the Portucel Soporcel group is to continuously strive

towards customer satisfaction and to take the necessary steps to overcome any

difficulties which may arise. Good marketing practices, fundamentally based on

a transparent relationship with the market and on the success of its brands, are

key aspects in the Group’s activity.

What the Group’s Customers say:

� “If there was a prize for the best pulp supplier, the Portucel Soporcel

group would win it”.

� “I always feel as If I were their no. 1 Customer”.

� “I am certain that the Group will continue to be economically efficient

and guarantee the quality of its products”.

The Group’s stake on sustainability is part of an approach of permanent renewal

of resources, based, as previously referred, on reforestation and protection

of the forest. That same stake also involves developing and commercialising

products aimed at a clear reduction in the use of natural resources.

In fact, what we print is one “area” of paper but paper selection is mostly

made according to another characteristic, its “weight” or grammage, depending

on the job to be printed. Higher grammages are normally used for more

demanding jobs.

In Europe, the first office papers were developed about forty years ago in the

northern and central areas of the Continent. In those days and in those regions,

the available forest species, quality of the remaining raw materials and

manufacturing technology implied the use of a minimum of 80 g/m2 in order

to guarantee a quality appropriate for its use.

Presently, by resorting to a forest species that allows for the manufacture of

a higher volume of paper using the same volume of wood (the Eucalyptus

globulus available in the Iberian Peninsula), to modern paper manufacturing

technology and internal know-how, the Portucel Soporcel group has been

producing and commercialising 75 g/m2 papers, as a credible alternative to

standard European 80 g/m2 office papers, having become a clear leader in this

field with an over 80% market share (source: CEPIFINE).

More than one decade of commercialising these products in the European

market and several internal and external studies, in independent laboratories,

show that the 75 g/m2 papers manufactured by the Group are considered

superior to standard European competitors 80 g/m2. The 5 g/m2 reduction

guarantees an efficient use of resources, since the same number of reams can

be produced with less raw materials.

Aimed at a more professional target public, Discovery is the standard brand

in 75 g/m2 paper, positioned for the high volume segment (copy centres and

large users). The Navigator Eco-logical brand - elected by Portuguese consumers

as product of the year in 2005 - is the premium brand in 75 g/m2, with a

degree of brightness similar to that of the remaining Navigator product range

and also appropriate for inkjet printers.

Attentive to consumers more concerned with fibre reuse, but conscious that

an office paper made from 100% recycled fibre (post-consumption) does not

have, as a rule, the minimum quality adjusted to modern office equipment

and may be neither environmentally nor economically rational, the Portucel

Soporcel group has launched an innovative product for the first time in Europe

- Navigator Hybrid, incorporating 30% recycled fibres and 70% new fibres.

� The logistics for collection, selection, separation, baling and distribution of

recovered papers, although necessary, are complex and costly, and the paper

manufacturing processes using recycled fibres, such as for printing and writing

fine papers, may incur in non-neglectable costs in social, economic and

environmental terms.

� In the production of fine papers, the incorporation of high percentages of

recycled fibres is not compatible with obtaining quality and performance levels

similar to those found in general in Portucel Soporcel group’s product range.

By definition, replacing virgin fibre with recycled fibre in fine paper production

always deteriorates its quality.

� Thus, the rationality and  sustainability of the global paper system advocate

the use of a high percentage of recycled fibres for less demanding products

in terms of quality and lifetime (as is the case with most wrapping papers,

newspaper and some tissues), reserving virgin fibres for papers with high quality

requirements and a long lifetime (as is the case for printing and writing fine

papers). The local abundance of sustainable forest resources, or of significant

quantities of effectively available and adequate recovered papers, should

obviously influence the range of application of this general principle.

In areas that are appropriate for forests, as is the case of Portugal, where virgin

fibres are produced locally from sustainable forest plantations, for social reasons

(maintenance of forest activity and support to hundreds of thousands forest

owners), economic reasons (virgin fibres are local, abundant and top quality, while

recycled fibres are imported, scarce, more expensive and poorer in quality) and

environmental reasons (more manufacturing efficiency, lower use of fossil fuels

and a higher incentive to forest sustainability), it is our understanding that clear

preference should rationally be given to the use of virgin fibres, especially for

high quality papers.

The Portucel Soporcel group cooperates with the European Paper Industry in

promoting the collection of recovered paper, its recycling and adequate use

throughout its life cycle when this is a globally more sustainable solution, and

emphasizes that the modest 5% office papers represent in the global European

paper and board production are an excellent opportunity for the refreshment of

virgin fibre, indispensable for satisfying customers’ requests which the world paper

production system needs to contemplate.

The Group makes a significant contribution towards the structuring of the national

economy through its determined commitment to the sustainability of the Portuguese

forest and of the eucalyptus forest sector in particular, taking into account that

there are more than 400,000 forest owners in Portugal.

To continually ensure the satisfaction of its customers, a relationship of open

dialogue is promoted in the Group by diverse means where above all one tries

to provide the customer with all the information considered to be relevant on

product characteristics.

RECOGNISED PERFORMANCE
The Group’s good performance was featured in the 2007 edition of the

Customer Satisfaction Survey, with an improvement of two percentage points

in the Customers Satisfaction Rating compared with the 2006 edition.

Some of the main forms of relating with Customers are:

� Satisfaction surveys;

� Interactive communication (through the sites of each brand);

� Visits to the mills;

� Technical sessions, workshops and regular work sessions;

� Customer service.

The Group’s products are developed considering their impact on the safety of

employees as well as of the end customers at every stage of their life cycle. In

this context, all products show a description of the main characteristics, applications,

advice on use and recycling, in order to inform customers about the main aspects

of the life cycle of paper, with regard to its safe use and associated impact on

the environment.

The information and control over the final layout of its products is, similarly, one

of the practices which the Group seeks to have and systematically maintain.

At the same time it has the satisfaction and privilege of offering to the world

market office papers of unequalled quality and assuredly sustainable production.

By buying products with an FSC label you are supporting the growth

of responsible forest management worldwide.

With a “re-use” positioning (similar to that of other recycled office consumables,

such as toner cartridges), Navigator Hybrid offers an optimized blend to reduce

impact on product quality. With 30% recycled fibre and 70% new fibre,

Navigator Hybrid thus contributes to the re-use of resources and also to

continuous plantation of new trees, through the incorporation of virgin fibres.

The environmental responsibility present in these concepts is thus available

to users and is assimilated in the company’s very products: To generate and

keep natural resources, use them efficiently and re-use them in an environmentally

correct way.

The Group’s paper is a genuinely ecological, biodegradable and recyclable product,

manufactured from a renewable resource planted specifically for this purpose.

By printing on this type of paper the consumer is also contributing towards the

sustainability of forest plantations from where the wood for its manufacture comes.

The recycling of this paper, after use, transforms it into another paper product

of different and less demanding characteristics, thereby promoting a sustainable

cycle.
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NAVIGATOR KIDS - Awakening the ecological conscience of the younger
generations. To mark World Children’s Day in 2007, Navigator Kids set a

challenge for the future protectors of the Environment, proposing “Do you ever

imagine the Earth’s future?” as an essay topic. The site (www.navigatorkids.com)

also recalls the ecological rules which everyone should follow to protect planet

Earth.
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RESPONSIBILITY FOR PRODUCTS
Following its policy of responsible communication, the Portucel Soporcel

group joined Paper Profile, a voluntary initiative agreed upon by a group of

leading European companies, which has to do with issuing an environmental

declaration of the characteristics of paper products. In this way, paper

consumers can see the main characteristics of the products they use in terms

of their main environmental parameters.

60 _ Portucel Soporcel group Sustainability Report 2006/2007 Portucel Soporcel group Sustainability Report 2006/2007 _ 61



R.Susten PORTUCEL_07final ING 08/11/05 15:33 Page 32 

C M Y CM MY CY CMY K

4. Renewable energy

It has been a Group policy to

increasingly use renewable energies,

preferring bioenergy over energy from

fossil sources. These measures have

led to good energy performance and

are part of the Group’s contribution

in the fight against climate change.
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The Group is the largest Portuguese producer of “green energy” from biomass.

The main sources of this fuel used by the Group for the production of energy are

lignin, separated in the pulp production process, bark and other waste from the

wood obtained in its processing in the mill or handling in the forest.

Values for the Group’s consumption of primary energy demonstrate a predominance

of the consumption of biomass, mainly in the form of lignin, produced by the

process itself.

Energy data in the Portucel Soporcel group in 2007:

� Of the energy produced by the Group, 92% comes from its own cogeneration

plants fed by biomass;

� The Group is responsible for 55% of the production of energy from

biomass in Portugal;

� The Group increased its production of electricity by 4% (992 GWh), which

equates to the average consumption of 450 thousand inhabitants and to

2% of the total consumption in Portugal (without Soporgen).

� 4.1 Sustainable Energy

The Group has a good energy performance, demonstrated by high self-sufficiency

(74%, if we do not include the production of electricity from cogeneration by

Soporgen).
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Within the framework of the new strategic guidelines, in the technological area

(RAIZ) particular attention was paid to new energy technologies from renewable

sources. Priority was also given to other technologies which could use the process

and contribute towards better energy performance.

Mention should be made of the cooperation between RAIZ and the heads of the

mills in the development of new refining technology, which could lead to an energy

saving of over 10%.

INNOVATION - WOOD DE-BARKER IN THE FIGUEIRA DA FOZ MILL
In 2007, a new wood de-barker came into operation in the Figueira da Foz

industrial complex. This equipment makes the process more energy efficient

and gives a better environmental performance, specifically by minimising the

loss of wood and reducing noise.

� 4.2 Bioenergy and Fossil Fuels

The Group’s strategy in this area means assuming an increasingly important role

in the national production of energy based on renewable sources, specifically in

terms of biomass.

Analysing its evolution between the years 2000 and 2007, the Group reduced its

emissions of CO2 of fossil origin by around 58%, as a result of the financial

investment made in equipment and mechanisms aimed at minimising the use of

these fuels. Even with the successive increases in production, the emission values

of GHG are at very low emission levels per production unit.

In order to continue the progress in this field, a project to construct two new

biomass thermoelectric plants was launched, to be installed in the Cacia Mill and

in the Setúbal industrial complex, together providing a net electricity production

for the national grid corresponding to around 167 GWh/year.

Additionally a new steam-powered turbo- generator will be installed in the biomass

cogeneration plant in the Figueira da Foz complex, which will use high pressure

steam and replace two old steam turbo-generators, considerably increasing energy

efficiency and the net production of electricity by around 91 GWh/year.

COMBINED CYCLE COGENERATION PLANT FUELLED BY NATURAL GAS
It is also important to highlight the new projects launched by the Group which

include the adjudication of a new combined cycle cogeneration plant fuelled

by natural gas, intended to supply the energy needs of the new paper mill

at Setúbal, from which the annual supply to the national grid will be around

543 GWh, in normal operating conditions.

Forest biomass for energy purposes

With regard to the use of biomass for the production of energy, the Group has

asserted itself as a producer and supplier of forest biomass and of wood waste,

consolidating its position by founding inside the Group the new specialized

company Enerforest and signing commercial supply contracts with various national

entities outside gPS already in 2007.

A new shredder was acquired in 2007 with an annual shredding capacity of 90

thousand tonnes.

Enerforest provides forest biomass production services, management of biomass

stocks, supply of forest biomass, both agricultural and residual, technical studies

to develop biomass, energy crops, waste management, sale of biomass (including

export) and Research and Development projects.

THE GROUP IS THE LARGEST NATIONAL PRODUCER OF ENERGY FROM
BIOMASS
The Group stands as the largest national producer of energy from biomass

in cogeneration plants, a process which combines electricity and thermal

energy and which is more efficient than the conventional exclusive production

of electricity. In 2007, the Group’s production of electricity from forest biomass

corresponded to around 55% of the total energy produced in Portugal, based

on this renewable source.

GROUP PRODUCED BY COGENERATION THE EQUIVALENT TO 3% OF
THE CONSUMPTION OF ELECTRICITY IN PORTUGAL
The electricity produced by the Group in 2007 represented around 3% of the

total consumption of electricity in Portugal. This value was achieved by the

production of energy by the Group’s cogeneration plants, which include

Soporgen. Soporgen is a subsidiary company of the Group geared towards

the supply of thermic energy to the Figueira da Foz industrial complex. In

2007, Soporgen produced 437 GWh of electricity.

In spite of the constraints inherent to the collection and transportation of biomass

materials due to their particular characteristics, their disperse nature and the low

unit weight, the 2007 results consolidate the Group’s program to develop the

production of energy from biomass, in a still incipient market suffering from rising

production costs.

Also in 2007, in relation to the bioenergy project, RAIZ made the first crop tests

on diverse species with energy potential. Processes to pre-extract constituents

of the wood which are not used for the production of pulp and their conversion

into liquid fuels were studied.

�  4.3 New Directives on Renewable Energy and Emissions Trading System

The EU Directives on Renewable Energies and Emissions Trading System were

finalised at the end of 2007. These Directives present a challenge for all the

member countries of the European Union in general and a serious threat to the

European paper industry in particular.

NEW EUROPEAN DIRECTIVES: REDUCTION OF EMISSIONS, EFFICIENCY
AND RENEWABLE ENERGIES - THE 20/20/20 AMBITION
These Directives establish:

� A 20% reduction in GHGs by 2020;

� A 20% improvement in energy efficiency by 2020;

� 20% of energy consumed from renewable sources in 2020.

Although these Directives allow for the existence of conflicting consumptions

which compete with available forest biomass, they do not adequately safeguard

the preferential positioning of uses of greater added value (as is the case

of the paper industry) versus uses exclusively for energy purposes of lesser

added value.

In this way, there is a threat for the paper industry of unfair competition and

unsustainable practices at a time when this sector is irreversibly committed

to Society in relation to the sustainability of the use of its forest raw materials.

Besides producing products of great added value from renewable and recyclable

raw materials, the paper industry is an integral part of the solution for

increasing the production of energy from renewable sources and consequently

reducing the emissions of GHGs provided that sustainability over the period

of the “biomass” resource is safeguarded.
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The coming years depend on the alterations which the European Parliament may

introduce in the final version of the Directive in matters such as the trading of

“green certificates”, the promotion of cogeneration from biomass, the priorities

and rules of access to the energy distribution network and, especially, the criteria

and demands of sustainable practices in the use of energy from wood-based raw

materials.

In order to meet these challenges, the pulp and paper industry, together with the

interested parties, specifically public authorities, are looking to increase the physical

availability of wood, namely through environmentally creative, socially fair and

economically consequential forestry policies. It should be pointed out that, in

Portugal, this issue is crucial for the eucalyptus forest-industrial sector.

� 4.4 The Group’s influence and action in terms of Climate Change

The carbon stored by the 120,000 hectares of forest area managed by the Group

equates to the emissions generated by 1.5 million cars driving around the world.

Climate Change is a topic to which the Group has paid growing attention and in

which it has intervened in the course of its activities, specifically through the

commitment to renewable energies, using forest biomass.

The most immediate ways to remove CO2 from the atmosphere are through the

reduction of emissions and through its capture and/or storage. Forest plantations

and products have the capacity to intervene in both aspects.

Through photosynthesis, forests capture CO2 in the atmosphere, which helps the

Group to have a positive impact on the issue of Climate Change, given that it

manages forests and takes care of their conservation.

CONTRIBUTION TO A REDUCTION IN CO2
At the end of 2007 the Group’s plantations retained more than seven million

tonnes of CO2. This value exceeds the amount of CO2 emissions recorded

in the production process in the same year by around 26 times. The Group

plays an important role in reducing CO2 levels in the atmosphere given that:

� It is the largest national producer of energy from biomass;

� It adopts sustainable practices in its management of forests;

� It develops eucalyptus forest plantations and uses them in a responsible

and sustainable manner.

The Group’s activity contributes towards reducing CO2 levels in the atmosphere,

monitoring scientific evidence and evaluating the risk of Climate Change for its

business, given that this may have an impact on forests, specifically their degradation

and local extinction.

The Group mitigates the risk of Climate Change through an active policy of

prevention and support for fighting forest fires, by calculating biotic and abiotic

risks and of weighing up the risks in its forest investment decisions.

The Group thereby establishes a new paradigm: to reduce risk, to increase the economic

yield of forest productivity and to capture all of the value generated. To make this

paradigm viable, it is developing a number of initiatives, specifically:

� It promotes support for professional forest management as well as the recognition

by Society of the value, quality and importance of the eucalyptus forest and of its

owners;

� It finds financial and fiscal instruments which help to share the rewards and reduce

the risks;

� It supports the associative forest movement, fighting the excessive consumption of

wood-based raw materials for energy consumption and the illegal logging of trees;

� It promotes Forestry Certification.

The reduction in greenhouse gases (GHG) is a legal imposition and also comes from

the commitment to sustainability assumed by the Group in order to minimise the impact

of Climate Change which is potentially a result of the concentration of these gases.

The Group’s actions in these issues, accompanied by major investments and measures

implemented, has led to a significant reduction in CO2 emissions. At the end of the

first period (2005-2007) of the National Plan for the Allocation of Emission Allowances

(PNALE I), the annual atmospheric emissions of CO2 of fossil origin from the Group’s

installations were found to be lower than the licences attributed, which demonstrates

the good performance of all of the installations covered, including energy production

and pulp and paper production activities.

CO2

CO2

O2
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Page Additional notes / Other references  Status reporting Reason for omission or partial response

3.7 State any specific limitations on the scope or

boundary of the report (see completeness

principle for explanation of scope). I 4   Total  

3.8 Basis for reporting on joint ventures,

subsidiaries, leased facilities, outsourced

operations, and other entities that can

significantly affect comparability from period

to period and/or between organizations. 4   Total  

3.9 Data measurement techniques and the bases of

calculations, including assumptions and

techniques underlying estimations applied to the

compilation of the Indicators and other

information in the report. Explain any decisions

not to apply, or to substantially diverge from,

the GRI Indicator Protocols. Appendix III   Total  

3.10 Explanation of the effect of any re-statements

of information provided in earlier reports,

and the reasons for such re-statement

(e.g.,mergers/acquisitions, change of base

years/periods, nature of business,

measurement methods). 4   Total  

3.11 Significant changes from previous reporting

periods in the scope, boundary, or measurement

methods applied in the report. 4   Total  

3.12 Table identifying the location of the Standard

Disclosures in the report. Appendix I   Total   

3.13 Policy and current practice with regard to External assuance for the

seeking external assurance for report reliability. report wasn’t considered

a material issue. Total  

GOVERNANCE, COMMITMENTS AND INVOLVEMENT

4.1 Governance structure of the organization,

including committees under the highest

governance body responsible for specific

tasks, such as setting strategy or Corporate Governance Report

organizational oversight. 20  (Chapt. I and IV) Total  

4.2 Indicate whether The Chairman of the Board of Directors

the Chair of the highest has non-executive functions. For further

governance body information, consult the

is also an executive officer. Corporate Governance Report (Chapt.IV). Total  

4.3 For organizations that have a unitary board Four members are non-executive and

structure, state the number of members of five members are executive. For further

the highest governance body that are information, consult the

independent and/or non-executive members. Corporate Governance Report (Chapt.IV). Total
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Correspondence with the GRI index

* Additional indicator * Additional indicator

STRATEGY AND ANALYSIS Page Additional notes / Other references  Status reporting Reason for omission or partial response

1.1 Statement from the most

senior decision-maker of

the organization. 6-8      

1.2 Description of key impacts,

risks, and opportunities. 14-19      

ORGANIZATIONAL PROFILE

2.1 Name of the organization.   Total  

2.2 Primary brands, products, and/or services. 4,10,11,29,

30,56,57 Annual Report 2007 Total  

2.3 Operational structure of the organization,

including main divisions, operating companies,

subsidiaries, and joint ventures. 10,57 Annual Report 2007 Total  

2.4 Location of organization's headquarters. 91   Total  

2.5 Number of countries where the

organization operates, and names of

countries with either major operations

or that are specifically relevant

to the sustainability issues covered

in the report. 10,56,57 Annual Report 2007 Total  

2.6 Nature of ownership and legal form.   Public Limited Liability Company Total  

2.7 Markets served (including geographic

breakdown, sectors served,

 and types of customers/beneficiaries). 10,56,57 Annual Report 2007 Total  

2.8 Scale of the reporting organization. 10 Annual Report 2007 Total  

2.9 Significant changes during

the reporting period regarding

size, structure, or ownership. 4 Annual Report 2007 Total  

2.10 Awards received in the

reporting period. 16,29,60   Total  

PARAMETERS OF THE REPORT

3.1 Reporting period (e.g., fiscal/calendar year)

for information provided. 4   Total  

3.2 Date of most recent previous report (if any). 4   Total  

3.3 Reporting cycle

(annual, biennial, etc.) 4   Total  

3.4 Contact for questions

regarding the report or its contents. 91   Total  

3.5 Process for defining

report content. 5   Total  

3.6 Boundary of the report (e.g., countries,

divisions, subsidiaries, leased facilities,

joint ventures, suppliers). 5   Total
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Page Additional notes / Other references  Status reporting Reason for omission or partial response

social performance, including relevant risks and Three specific committees operate within

opportunities, and adherence or compliance the company: Corporate Governance

with internationally agreed standards, codes of Supervisory Committee, Sustainability

conduct, and principles. Committee and Internal Control Committee,

responsible for the supervision of economic,

environmental and social performance.

For further information, consult the Corporate

Governance Report (Chapt.I - Areas of

20,22 Responsibility of the Executive Committee) Total  

4.10 Processes for evaluating the highest governance A Remuneration Committee operates within

body's own performance, particularly with the company. For further information consult

respect to economic, environmental, and  the Corporate Governance Report

social performance. - Remuneration policy. Total  

4.11 Explanation of whether and how the

precautionary approach or principle is

addressed by the organization. 22 Annual Report 2007 Total  

4.12 Externally developed economic, environmental,

and social charters, principles, or other initiatives

to which the organization subscribes or endorses. 21   Total  

4.13 Memberships in associations (such as industry

associations) and/or national/international

advocacy organizations in which the organization:

* Has positions in governance bodies;

* Participates in projects or committees;

* Provides substantive funding beyond routine

membership dues;

or * Views membership as strategic. 21   Total  

4.14 List of stakeholder groups engaged

by the organization. 22   Total  

4.15 Basis for identification and selection of

stakeholders with whom to engage.  22,23   Total  

4.16 Approaches to stakeholder engagement, 21-23,29,

including frequency of engagement by type 33,44,48,

and by stakeholder group. 59,61   Total

4.17 Key topics and concerns that have been raised

through stakeholder engagement, and how the 21-23,29,

organization has responded to those key topics 33,44,48,

and concerns, including through its reporting. 59,61   Total  

MANAGEMENT APPROACH

DMA EC Management Approach to Economic Performance. 16 Annual Report 2007 Total  

DMA EN Management Approach to Environmental

Performance. 17 Annual Report 2007 Total

Page Additional notes / Other references  Status reporting Reason for omission or partial response

4.4 Mechanisms for shareholders and employees With regard to shareholders, there are

to provide recommendations or direction to open channels of communication in the

the highest governance body. sense that two members of the Board of

Directors are members of the Executive

Committee of the majority shareholder

(SEMAPA). With regard to Employees, there

are no formal mechanisms to promote this 

type of dialogue. For further information,

consult the Corporate Governance Report

 (Chapt.IV). Total  

4.5 Linkage between compensation for members

of the highest governance body, senior

managers, and executives (including departure

arrangements), and the organization's

performance (including social and Corporate Governance Report

environmental performance). 34  (Chapt.IV) Total  

4.6 Processes in place for the highest governance The Code of Deontological Principles

body to ensure conflicts of interest are avoided. implemented in the Group establishes

 directives on behaviour to avoid conflicts

  of interests, amongst others. For further

information, consult the Corporate

Governance Report (Chapt.IV)

- Code of Conduct. Total  

4.7 Process for determining the qualifications and The areas of responsibility of the members

expertise of the members of the highest of the Executive Committee are established

governance body for guiding the organization's by considering the competences and

strategy on economic, environmental, and qualifications necessary to ensure the

social topics. management of the various issues related

 with the economic, social and

 environmental performance of the Group.

 For further information, consult the

 Corporate Governance Report (Chapt.I

  Areas of Responsibility of the Executive  

Committee) Total  

4.8 Internally developed statements of mission

or values, codes of conduct, and principles

relevant to economic, environmental, and

social performance and the status of their

implementation. 20,28 Annual Report 2007 Total  

4.9 Procedures of the highest governance body for

overseeing the organization's identification and

management of economic, environmental, and
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Page Additional notes / Other references Status reporting Reason for omission or partial response

ENVIRONMENTAL PERFORMANCE INDICATORS

EN1 Materials used by weight or volume. 49, Appendix II   Total  

EN2 Percentage of materials used that are

recycled input materials. Appendix II   Total  

EN3 Direct energy due to conservation and

efficiency improvements. 64   Total  

EN4 Indirect energy consumption by

primary energy source. 51   Partial  

EN5* Energy saved due to maintenance and

efficiency improvements. 18,51,64-66   Total  

EN6* Initiatives to provide energy-efficient or

renewable energy based products and services,

and reductions in energy requirements as a

result of these initiatives. 51,64-66   Total  

EN7* Initiatives to reduce indirect energy In its activities the Group has sought

consumption and reductions achieved.    to reduce the impact of transportation,

especially with regard to the distribution

of products, seeking appropriate

alternatives to the means available. Total  

EN8 Total water consumption by source. 52   Total  

EN11 Location and size of land owned, leased,

managed in, or adjacent to, protected areas

and areas of high biodiversity value outside

protected areas. 45,46   Total  

EN12 Description of significant impacts of activities,

products, and services on biodiversity in

protected areas and areas of high biodiversity

value outside protected areas. 45,46   Total  

EN13* Habitats protected or restored. 45,46,55   Total  

EN14* Strategies, current actions, and future plans

for managing impacts on biodiversity. 45,46   Total  

EN16 Total direct and indirect greenhouse

gas emissions by weight. 52,53   Total  

EN17 Other relevant indirect greenhouse In view of the Group's significant

gas emissions by weight.    industrial activity and consequent

 emissions of GHG, the reporting of this

Absent indicator was not considered material.

EN18* Initiatives to reduce greenhouse gas

emissions and reductions achieved. 50, 64-66   Total  

Page Additional notes / Other references  Status reporting Reason for omission or partial response

DMA LA Management Approach to Social

Performance: Employment practice

and decent work. 16,17 Annual Report 2007 Total

DMA HR Management Approach to Social Performance:

Human rights 35   Total  

DMA SO Management Approach to Social Performance:

Society 35-37   Total  

DMA PR Management Approach to Social Performance:

Product 56-60 Annual Report 2007 Total  

ECONOMIC PERFORMANCE INDICATORS

EC1 Direct economic value generated and distributed,

including revenues, operating costs, employee

compensation, donations and other community 10,16-18,

investments, retained earnings, and payments 35-37,56

to capital providers and governments. Anexo II Annual Report 2007 - Chapt.7 Total  

EC2 Financial implications and other risks and

opportunities for the organization's activities Annual Report 2007

due to climate change. 66 - Chapt.7 - note 1.5 and note 33 Total  

EC3 Coverage of the organization's defined Annual Report 2007

benefit plan obligations. 34 - item 1.20 and item 27 Total  

EC4 Significant financial assistance received 2 833 363 € in the period 2005 to 2007.

from government.  For further information, consult the 

Annual Report 2007 Total  

EC5* Range of ratios of standard entry level wage

compared to local minimum wage at significant

locations of operation. Anexo II   Total  

EC6 Policy, practices, and proportion of spending 109 569 240 €

on locally-based suppliers at significant in the period 2005 to 2007. For further

locations of operation. information, consult the Annual

Report 2007 - Chapt.7

- note 1.20 and note 27 Total  

EC7 Procedures for local hiring and proportion In equal circumstances, the Group may give

of senior management hired from the local preference to the recruitment of people from

community at significant locations of operation. the local community. However, there is

no written procedure to this effect. Total  

EC8 Development and impact of infrastructure

investments and services provided primarily

for public benefit through commercial, in-kind,

or pro bono engagement. 46,47   Total
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Page Additional notes / Other references  Status reporting Reason for omission or partial response

LA6* Percentage of total workforce represented

in formal joint management-worker health

and safety committees that help monitor and

advise on occupational health and safety

programs. 33   Total  

LA7 Rates of injury, occupational diseases,

lost days, and absenteeism, and number

of work-related fatalities by region. 33   Total  

LA8 Education, training, counselling, prevention, The Group does not have this type of

and risk-control programs in place to assist plans and programs. However, it does try

workforce members, their families, or  to improve the welfare of its Employees

community members regarding serious diseases.  through various measures involving

   free medicine. Total  

LA10 Average hours of training per year We were unable to provide details by

per employee by employee category. functional category taking into

32   Partial  consideration the process of convergence

of the HR indicators which are being

developed by all of the Group's companies.

LA11* Programs for skills management and lifelong

learning that support the continued

employability of employees and assist them

in career management. 33,34   Total  

LA12* Percentage of employees receiving regular

performance and career development reviews. 33,34   Total  

LA13 Composition of governance bodies and

breakdown of employees per category

according to gender, age group, minority

group membership, and other indicators Corporate Governance Report

of diversity. 31 (Chapt.IV) Total  

LA14 Ratio of basic salary of men to women Annual Report 2007

by employee category. 34 (Chapt.7 account 6);

Corporate Governance Report (Chapt.I) Total  

SOCIAL PERFORMANCE INDICATORS:

Human rights

HR1 Percentage and total number of significant There are no investment contracts which

investment agreements that include human have clauses referring to Human Rights.

rights clauses or that have undergone human However, the Deontological Principles

rights screening. implemented in the Group and the

Portuguese Constitution itself, define the

general guidelines which should govern the

conduct of the Group's Top Management

and of its employees both in their relations

with third parties and with the Market.

Page Additional notes / Other references  Status reporting Reason for omission or partial response

EN19 Emissions of ozone-depleting substances

by weight. Appendix II   Total  

EN20 NOx, SOx, and other significant air

emissions by type and weight. Appendix II   Total  

EN21 Total water discharge by quality and destination. 54, Appendix II   Total  

EN22 Total weight of waste by type and

disposal method. 54   Total  

EN23 Total number and volume of significant spills. It was not possible to quantify the

54   Partial  volume of the spill occurred in 2007.

EN26 Initiatives to mitigate environmental impacts

of products and services, and extent 44-46,

of impact mitigation. 49-54, 64-66   Total  

EN27 Percentage of products sold and their The Group does not recover paper

packaging materials that are reclaimed packaging, although it encourages its

by category.   0 (zero) Absent recycling and has an agreement established

 with the Green Dot Society. However, it

incorporates recycled fibre in its

production process.

EN28 Monetary value of significant fines and

total number of non-monetary sanctions for

non-compliance with environmental laws

and regulations. 55   Total  

EN30* Total environmental protection expenditures

and investments by type. 51   Total  

SOCIAL PERFORMANCE INDICATORS:

Employment practices and decent work

LA1 Total workforce by employment type,

employment contract and region. 31,32   Total  

LA2 Total number and rate of employee

turnover by age group, gender and region. 31,32   Total  

LA3* Benefits provided to full-time employees

that are not provided to temporary or Annual Report 2007

part-time employees. 31,32 (Chapt.7 - note 1.20 and note 27) Total  

LA4 Percentage of employees covered by

collective bargaining agreements. 35   Total  

LA5 Minimum notice period(s) regarding significant No minimum prior notification period has

operational changes, including whether it is been formalised in relation to

specified in collective agreements. operational changes. Total 
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Page Additional notes / Other references  Status reporting Reason for omission or partial response

HR7 Operations identified as having significant risk Both the Deontological Principles

 for incidents of forced or compulsory labour, implemented in the Group and the

and measures to contribute to their elimination. Portuguese Constitution itself define

the behaviour to be adopted with regard to

the risk of forced labour. Compliance with

Global Compact Principle no. 1 and 4

also ensure the fulfilment of this indicator. Total  

HR9* Total number of incidents of violations

involving rights of indigenous people and  Not applicable, as there are no

actions taken. Global Compact Principle no. 1 Absent indigenous populations in Portugal.

SOCIAL PERFORMANCE INDICATORS:

Society

SO1 Nature, scope, and effectiveness of any

programs and practices that assess and

manage the impacts of operations on

communities, including entering,

operating, and exiting. 35-37   Total  

SO2 Percentage and total number of business

units analyzed for risks related to corruption. 22   Total  

SO3 Percentage of employees trained in The Group's Employees fulfil the provisions

organization's anti-corruption policies of the Code of Deontological Principles which

and procedures. is implemented in all of the Group's Companies

and, amongst other aspects, contemplates

anti-corruption measures. Fulfilment of the

Portuguese Constitution itself also ensures

that there are no corruption practices. Absent  

SO4 Actions taken in response to incidents In the period covered by this report there

of corruption. were no records of cases of corruption. Total  

SO5 Public policy positions and participation The Group has an active position with

in public policy development and lobbying. regard to participation in public policies

related with the development of

the Portuguese forestry sector. Total  

SO8 Monetary value of significant fines and

total number of non-monetary sanctions

for non-compliance with laws and regulations. 55   Total  

Page Additional notes / Other references  Status reporting Reason for omission or partial response

Global Compact Principle no. 1 and 2 also

ensure the fulfilment of this indicator. Total  

HR2 Percentage of significant suppliers and Both the Suppliers Policy and the

contractors that have undergone Deontological Principles implemented in

screening on human rights and actions taken. the Group  define the general guidelines

which should govern their conduct and

that of their suppliers both in their relations

with third parties and with the Market.

Global Compact Principle no. 1 and 2 also

ensure the fulfilment of this indicator. Total  

HR3* Total hours of employee training on policies Although there is no specific training

and procedures concerning aspects of in Human Rights, in all training courses given

human rights that are relevant to operations, to the employees of the Group, the Group's

including the percentage of employees trained. values and deontological principles which

should be adopted by all persons hired

are reviewed. Global Compact Principle no. 1

also ensures the fulfilment of this indicator. Total  

HR4 Total number of incidents of In the period covered by this report

discrimination and actions taken. there were no records of cases

of discrimination. Total  

HR5 Operations identified in which the right

to exercise freedom of association and There are none.

collective bargaining may be at significant Compliance with Global Compact

risk, and actions taken to support these rights. Principles no.1 and 3 Total  

HR6 Operations identified as having significant Both the Deontological Principles

risk for incidents of child labour, implemented in the Group and the

and measures taken to contribute to Portuguese Constitution itself define the

the elimination of child labour. behaviour to be adopted with regard to

the risk of child labour. Compliance with

Global Compact Principle no. 1 and 5

also ensure the fulfilment of this indicator. Total
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Page Additional notes / Other references  Status reporting Reason for omission or partial response

SOCIAL PERFORMANCE INDICATORS:

Product Responsibility

PR1 Life cycle stages in which health and

safety impacts of products and services

are assessed for improvement, and

percentage of significant products and

services categories subject to such procedures. 57-60   Total  

PR3 Type of product and service information

required by procedures, and percentage of

significant products and services subject to

such information requirements. 59,60   Total  

PR6 Programs for adherence to laws, standards,

and voluntary codes related to marketing The Group's marketing area respects the

communications, including advertising, provisions of the Code of Conduct of

promotion and sponsorship. the “European Marketing Confederation”. Total  

PR8 Total number of substantiated complaints

regarding breaches of customer privacy.        

PR9 Monetary value of significant fines for In the period covered by the report there

non-compliance with laws and regulations were no fines for non-compliance with

concerning the provision and use of laws and regulations relating to

products and services. the supply and use of products Total
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Appendix II - Indicators of Performance

SUSTAINABILITY REPORT 2006/2007 PORTUCEL SOPORCEL GROUP (CONSOLIDATED)
Economic Performance

GRI   2005  2006  2007

SUSTAINABILITY REPORT 2006/2007 PORTUCEL SOPORCEL GROUP (CONSOLIDATED)
Environmental Performance

GRI   2005  2006  2007

CORE GRI INDICATOR
ADDITIONAL GRI INDICATOR
OTHER INDICATORS  

Balance Sheet Structure [1,000€]        
EC1 Total Liquid Assets  2,226,912 2,292,728 2,458,662

  Operating Investment  43,417 18,814 52,373
  Own Capital  1,031,955 1,123,612 1,176,244
  Total Liabilities  1,194,957 1,169,116 1,282,418
  Financial liabilities  775,156 748,958 752,869
  Structure of Results [1,000€]        

EC1 Turnover  1,029,086 1,080,659 1,147,395
  Cash Flow  196,971 227,860 234,370
  Cash Flow per Share  0.26 0.30 0.31
  Operating Cash Flow (EBITDA)  266,943 312,519 340,741
  EBITDA/Sales (%)  25.9% 28.9% 29.7%
  EBITDA per share  0.35 0.41 0.44
  Operating Results (EBIT)  133,264 209,311 260,323
  Current Results  85,701 182,855 232,782
  Tax on Revenue  22,415 58,184 78,811
  Financial Results  -47,439 -26,457 -27,541
  Net Results  63,291 124,653 153,952
  Net Results per share  0.08 0.16 0.20
  Net Debt  736,138 480,060 367,704
  Book Value per Share  1.34 1.46 1.53
  Financial Indicators

EC1 Coverage of Gross Fixed Assets:
Permanent Capital/(net fixed assets+medium and long term inventories) 1.11 1.26 1.30

  Financial Autonomy: (own capital+minority interests)/net assets  0.46 0.49 0.48
  Leverage: Net debt/(own capital+minority interests+net debt)  0.42 0.30 0.24
  ROCE: Operating results/(own capital+minority interests+net debt)  0.08 0.13 0.17
  Net debt/EBITDA  2.76 1.54 1.08
  Cost structure [1,000€]        

Inventories consumed and sold  351,122 357,840 420,015
Materials and services consumed 295,869 300,164 288,407

EC3 Payroll costs
  Pension plans -1,100 7,307 5,594
  Total charges per employee 58.4 55.3 58.3
  Total payroll charges 115,955 107,850 113,843

EC5 Lowest base salary paid (in €)  652 386 403
  Minimum National Salary (MNW) 375 386 403
  Ratio between the lowest salary paid and MNW 1.74 1.00 1.00

  Fulfilment of fiscal and financial obligations [1,000€]        
EC1 Income Tax Charges  22,415 58,184 78,811

  Interest paid  27,514 32,314 39,776
  Interest received  256 4,195 14,448
  Tax benefits  1,528 12,361 8,345
  Operating indicators        

EC1 Production of uncoated woodfree paper (thousands of tonnes)  998 1,024 1,031
  Production of Bleached Eucalyptus Pulp (thousands of tonnes)  1,279 1,314 1,321
  Pulp for integration (tAD)  738,986 751,693 740,060
  Market pulp (tAD)  540,413 561,832 581,256
  Market paper (t)  1,069,572 1,102,118 1,109,127
  Area of Forest Managed (thousands of hectares)        
  Agricultural Area 2 2 2
  Other forest species 17 16 15
  Other Occupations 14 15 14
    Main Productions (million):  
  Eucalyptus globulus clonal plants 2.6 2.4 3.2
  Eucalyptus globulus seminal plants 2.5 1.1 1.6
  Pinus pinaster 2.4 1.5 0.6
  Other forest, shrub and ornamental species 1.0 0.8 0.7
  Services rendered (€)  15,884 7,762 10,426
  Investments by the Group [1,000€]        
  Environment 28,361 9,360 2,926
  Industrial Investments - Pulp 7,736 5,177 21,107

Fines for non-fulfilment of legal provisions [€]        
Fiscal Fines 14,290 7,458 7,431
Non-Fiscal Fines 6,978 741 6,696
Total 21,268 8,199 14,127

Use of Resources      
EN1 Consumption of materials, by weight or volume      

  Packaging materials      
  Paper and Card (t) 22,932 22,328 23,167
  Plastic (t) 1,933 2,097 2,013
  Metals (t) 1,377 1,341 1,356
  Wood (pallets) (t) 29,479 31,756 32,514
  Raw and Subsidiary Materials      
  Wood (sm3)                                                                                       3,765,693 3,857,810 3,892,658
  Caustic soda (t) 60,145 76,312 81,568
  Sodium Chlorate (t) 53,675 53,186 52,338
  Sulphuric acid (t) 41,512 43,974 44,907
  Liquid oxygen (t) 2,974 3,633 3,993
  Hydrogen peroxide (t) 6,531 7,673 10,344
  Long Fibre (tAD) 44,384 42,026 41,750
  Filler (t) 214,933 220,304 219,629
  Starch (t) 54,949 54,865 52,160

EN2 Recycled pulp for production of paper (%)      
  Recycled pulp (%) 0 3 8.4

EN3 Energy      
  Primary energy (GJ)      
  Natural gas (GJ) 4,164,331 4,302,670 4,381,229
  Biomass-Black Liquor (GJ) 19,015,313 20,188,902 20,816,806
  Biomass-Forest waste and wood handling (GJ) 4,377,806 4,869,742 5,555,387
  Fuel (GJ) 3,464,582 2,950,677 3,212,715
  Total Primary Energy GJ 31,022,031 32,311,991 33,966,137
  Renewable energy (%) 75 78 78
  Consumption of electricity (GJ) 4,832,438 4,842,907 4,795,460
  Consumption of thermal energy (GJ) 21,832,128 22,670,745 23,902,390

EN8 Total consumption of water [1,000 m3]      
  Surface water resources 40,702 42,635 40,279
  Underground water resources 25,211 22,134 21,063
  Emissions      

EN16 Emissions of greenhouse gases      
  Emissions of CO2, t 302,627 268,326 263,793

EN19 Emissions of ozone-depleting gases      
HCFCs (hydrochlorofluorocarbons, refrigerating/air conditioning equip.), kg  ---  --- 349

EN20 Atmospheric emissions, by tonne of product (pulp+paper)      
  Nitrogen Oxides NOx (kg NO2/t) 1.10 0.96 0.97
  Sulphur Oxides SOx (kg SO2/t) 0.55 0.51 0.44
  Particles (kg/t) 0.51 0.35 0.47

EN21 Emissions into Water, by tonne of product (pulp+paper)      
  Total Suspended Solids (kg/t) 0.70 0.70 0.61
  Chemical Oxygen Demand COD (kgO2/t) 7.0 7.6 6.2
  Biochemical Oxygen Demand BOD5 (kg O2/t) 0.91 0.80 0.64
  Halogenated Organic Compounds AOX (kg Cl/t) 0.062 0.062 0.058
  Waste management      

EN22 Total production (ton) 273,945 305,911 328,790
  Hazardous waste (ton) 340 484 5,713
  Non-hazardous waste (ton) 273,604 305,427 323,077
  Waste recovery (%) 74 77 78
  Compliance      

EN28 Environmental fines (no.) 1 0 2
  Amount of environmental fines (€) 250 0 5,500
  Environmental complaints (no.) 3 2 15
  Environmental events (no.) 0 1 1
  Environmental costs (€)      

EN30 Investments (€)      
  Prevention 22,518,758 9,699,278 779,733
  End-of-line 3,864,783 450,259 2,132,885.22
  Total 26,383,540 10,149,537 2,912,619
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Percentage of acquisitions from local suppliers

The criterion adopted for local suppliers corresponds to the suppliers located in

neighbouring districts where the Group’s factories are located, within a maximum

distance of 100km.

The percentage obtained corresponds to the ratio between acquisitions from local

suppliers and total acquisitions.

Rate of Employee Turnover

The rate of employee turnover was calculated based on the ratio between the total

number of Employees on 31st December 2007 and the total number of Employees

on 1st January 2007 plus those who joined and those who left the Company in 2007.

Rate of Absenteeism

This is the ratio between the number of hours missed at work and the total number

of workable hours.

Number of Accidents

This corresponds to the accidents which were notified to the insurer.

Base Wage Ratio between Men/Women

Ratio  between the weighted average of the gross annual base wage of male

Employees and the average of the gross annual base wage of female Employees.

Consumption of primary energy

Primary energy refers to the fuel consumption by the Group: natural gas, black

liquor, biomass and fuel oil.

Biomass and black liquor are considered in calculating the percentage of renewable

energy consumed.

Estimate of CO2 eq emissions

The amounts reported referring to the emissions of the Group and national emissions

correspond to the amounts arrived at and accepted under the EU-ETS, and which

can be consulted at http://ec.europa.eu/environment/climat/emission/citl_en.htm.

The amounts referring to the emissions of the sector are available in CELPA’s

statistical bulletin for 2007.

Percentage of recycled pulp

Percentage obtained to the ratio between recycled pulp volume and purchased

pulp volume.
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Appendix III - Criteria for the Calculation of Indicators Annex IV - Glossary and Acronyms

Economic

Social

Environmental

AOX (Adsorbable Organic Compounds)

Expresses the amount of chlorine-bound organic substances in waste water.

Atmospheric emissions

Within the context of climate change, emissions refer to the release into the

atmosphere of greenhouse gases and/or of their precursors and aerosols in a

given area and during a certain period of time.

BCSD Portugal - Business Council for Sustainable Development

Non-profitable association created in October 2001 upon the initiative of the

companies Sonae, Cimpor and Soporcel, associated to the WBCSD - World Business

Council for Sustainable Development, together with a further 33 leading companies

in the Portuguese economy. This Association has the mission of bringing the

guiding principles of the WBCSD into the national scenario, making the business

community aware of the change towards Sustainable Development and to promote

eco-efficiency, innovation and social responsibility in companies. Today it has 109

members.

BEKP (Bleached Eucalyptus Kraft Pulp)

Bleached eucalyptus pulp produced by the chemical kraft process.

Biodiversity

Biodiversity contemplates the genetic variability within each species and the total

diversity of species and of functional groups, such as habitats, ecosystems and

biomass. It therefore has to do with the number and relative abundance of different

genes, species and ecosystems (communities) in a given area.

Biofuel

Fuel produced from biomass.

Biomass

Organic material generated by the growth of micro-organisms, plants and animals.

BOD (Biochemical Oxygen Demand)

The amount of oxygen required for the biological decomposition of organic

compounds contained in wastewater.

Carbon Cycle

The term used to describe the flow of carbon (in various forms such as carbon

dioxide) through the atmosphere, ocean, terrestrial biosphere, and lithosphere.

CO2 (Carbon Dioxide)

Product of the combustion of  carbon or carbon containing compounds. Carbon

dioxide emissions arise from combustion of  fossil fuels or biomass for instance.

Colourless, odourless gas. May exist in nature or be of human origin from sources

which include the burning of fossil fuels, diverse industrial processes and alterations

in the use of the land. Although it may not directly affect human health, it is an

anthropogenic greenhouse gas responsible for affecting the radioactive balance

of the Earth and which contributes towards the potential for global warming.

Carbon Sequestration

Processes to increase the carbon content of a carbon deposit other than the

atmosphere. From the biological point of view, this includes the direct sequestration

of carbon dioxide from the atmosphere through a change in the use of the land,

forestation, reforestation or other practices that improve the carbon in agricultural

land.

CELE - Comércio Europeu de Licenças de Emissão - (European Union Greenhouse

Gas Emission Trading Scheme - EU ETS)

This is the first intra-community market instrument to regulate the emissions of

greenhouse gases (GHG), usually called the Diploma CELE in Portugal. This is a

mechanism created to ensure that the European strategy to reduce GHG emissions

is fulfilled, under Directive 2003/87/CE of 13 October, transposed into Portuguese

law by Decree Law no. 233/2004 of 14 December (updated by Decree Law no.

72/2006 of 24 March).

It has a market-oriented approach, aimed at achieving environmental objectives

which allows those who reduce greenhouse gas emissions beyond the required

level, to use or trade the surplus reduction to compensate emissions from another

source inside or outside of the country. In general this trade of emissions may

occur between companies or nationally or internationally. The Second Evaluation

Report of the IPPC adopted the convention to use licences for the national

emissions trading and quotas systems for the international systems. Under Article

17 of the Kyoto Protocol, the trading of emissions consists of a system of

translatable quotas based on the attributed quantities of emission values, which

are calculated according to the reduction commitments and the limitation on

emissions set out in Annex B of the Protocol.

Cellulose pulp

Agglomerate of cellulose fibres used as a raw material in the production of paper.
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CELPA - Associação da Indústria Papeleira - Portuguese Paper Industry Association

A non-profitable Portuguese association with the mission of representing the

collective interests of the pulp, paper and board industry and its associated

activities before national and international entities and organisms, public and

private.

CEPI - Confederation of European Paper Industries

The European association which monitors and analyses European legislation and

initiatives in the area of the paper industry, the environment, energy and forest

use.

Climate Change

A statistically significant variation in average climatic conditions and in their

variability, which persists for a prolonged period of time (generally decades or

more). Climate Change may result from natural internal processes or from external

causes, or from lasting anthropogenic modifications in the composition of the

atmosphere or in the use of the soil. It should also be stated that Article 1 of the

United Nations Framework Convention on Climate Change (UNFCCC) defines Climate

Change as a modification in the climate, directly or indirectly attributable to human

activity which alters the composition of the global atmosphere and which, together

with natural climatic variations, is observed during comparable periods of time.

The Convention therefore distinguishes between Climate Change attributable to

human activities which alter the composition of the atmosphere and climatic

variations attributable to natural causes.

Clonal plant

A plant produced in a nursery from another plant by the rooting of stem cuttings.

These are plants which have the same genetic information as the source plant.

COD - Chemical Oxygen Demand

The amount of oxygen required for the complete oxidation of organic compounds

in wastewater, determined by chemical methods.

Cogeneration

The combined production of electricity and thermal energy, which makes use of

the residual heat from the generation of electricity. Cogeneration may be used

for industrial purposes or residential heating.

COGEN Portugal - Portuguese Association for Energy Efficiency and the Promotion

of Cogeneration

A non-profitable association with the objective of promoting the efficient use of

energy through combined heat and electricity production processes, commonly

known as cogeneration or through the decentralised production of energy,

irrespective of the source of primary energy used.

Countdown 2010

A global initiative, coordinated by the IUCN and which intends to support countries

to protect and recover the structure and operation of natural systems by 2010,

in order to prevent the loss of species, habitats and natural landscapes.

Dangerous Waste

Waste, which presents a danger for health or the environment, as defined in the

European Waste List, approved by Dispatch 209/2004 of 3 March.

Eco-efficiency

A concept, which is based on the efficient production of goods and services,

minimising the consumption of natural resources.

Ecosystem

A system of interacting living organisms together with their physical environment.

The boundaries of what could be called an ecosystem are somewhat arbitrary,

depending on the focus of interest or study. Thus, the extent of an ecosystem

may range from very small spatial scales to, ultimately, the entire Earth.

Energy efficiency

Activity which seeks to optimise the use of energy sources and to reduce the

consumption of energy.

Enhancement of waste

Channelling of waste for recycling and/or reuse.

Environmental fines

Monetary amount corresponding to the fines and indemnities to third parties for

the non-fulfilment of environmental legislation.

Environmental Impact

Any alteration to the environment or any of its components as a consequence of

a given action or activity.

The quantification of the alterations, classified as positive or negative, large or

small, should be obtained by comparing the situation which would occur in a

period of time and in a given area (reference situation), if a given project did not

happen.

Environmental investment

Amount of capitalised expenditure of an environmental nature, with the objective

of avoiding, reducing or repairing environmental damage.

Eucalyptus

Designation given to various species of the Eucalyptus genre (Myrtaceae family).

The most common species in Portugal is the Eucalyptus globulus, a leafy tree

from Australia (Tasmania) introduced in Portugal in 1852.

Forest

A type of vegetation dominated by trees. Many definitions of the term forest are

in use throughout the world, reflecting wide differences in bio-geophysical conditions,

social structure, and economics.

Fossil fuels

Carbon-based fuels extracted from fossil carbon deposits, such as petrol, natural

gas and coal.

FSC - Forest Stewardship Council

This is an independent, non-governmental and non-profitable organization which

promotes the responsible management of the forests in the world. Its actions

include establishing criteria, the certification of quality and accreditation services

for companies, supporting organizations which are interested in responsible

forestation. Independent certification by the FSC ensures consumers that products

come from forests managed in a responsible manner.

GDP (Gross Domestic Product)

The sum of gross value added, at purchasers’ prices, by all resident and non-

resident producers in the economy, plus any taxes and minus any subsidies not

included in the value of the products in a country or a geographic region for a

given period of time, normally 1 year. It is calculated without deducting for

depreciation of fabricated assets or depletion and degradation of natural resources.

GDP is an often used but incomplete measure of welfare.

GHG Protocol (Greenhouse Gas Protocol Initiative)

A business partnership between various entities with the objective of developing

internationally accepted standards on the monitoring and communication of GHG

emissions and promoting their global acceptance.

Global Compact

The United Nations’ Global Compact is the result of a corporate citizenship initiative

launched by Secretary-General Kofi Annan, announced on 31 January 1999, in the

World Economic Forum. Its objective is the promotion of human rights, work,

environment and anti-corruption practices, establishing 10 principles for this

purpose.

Greenhouse effect

A process which occurs when part of the solar radiation reflected by the earth’s

surface is absorbed by certain gases present in the atmosphere. As a result of

this, heat is retained rather than being released into space.

Greenhouse gases (GHG)

Greenhouse gases are the gaseous components of the atmosphere, whether natural

or anthropogenic, which absorb and emit radiation in certain wavelengths of the

spectrum of infrared radiation issued by the surface of the Earth, by the atmosphere

and by clouds. In the Earth’s atmosphere, the main greenhouse gases are water

vapour (H2O), carbon dioxide (CO2), nitrous oxide (N2O), methane (CH4) and

ozone (O3). Besides these, there are greenhouse gases in the atmosphere produced

by the action of Man, such as halocarbons and other substances containing chlorine

and bromine, which are regulated by the Montreal Protocol. Besides CO2, N2O

and CH4, the Kyoto Protocol establishes standards in relation to other greenhouse

gases, namely: sulphur hexafluoride (SF6), hydrofluorocarbons (HFC) and

perfluorocarbons (PFC).

GRI - Global Reporting Initiative

A global and independent institution which develops a world structure of reporting

directives, helping companies to prepare reports on their economic, environmental

and social performance.

Habitat

The particular environment or place where an organism or species tend to live;

a more locally circumscribed portion of the total environment.

IBET - Institute of Experimental and Technological Biology

An institute which has the object of performing and promoting research in the

field of biology, chemistry and biotechnology and the training, recycling and

updating of scientific and technical staff.
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ICNB - Institute for Nature Conservation and Biodiversity

The ICNB is the government institute with the mission to manage protected areas

in Portugal, as well as monitoring and ensuring the execution of nature and

biodiversity conservation policies. This body prepares and implements action

plans, specifically in terms of the inventorying, monitoring, supervision, enhancement

and recognition of the natural heritage.

Integrated pulp

Pulp produced by a mill and intended for the production of paper within this same

mill, without undergoing an intermediate drying process.

ISO 9000 Standards

Set of international standards created by the  International Organization for

Standardization (ISO) which establish a quality management model for organizations

in general, regardless of their type or dimension.

ISO 14000 Standards

Set of international standards created by the  International Organization for

Standardization (ISO)on environmental management systems.

ISQ - Welding and Quality Institute

An institute with the mission of contributing towards the continuous improvement

of the industry and of Portuguese services, with consequent international projection,

collaborating with the State, Local Authorities and Companies in terms of the

Transfer and Development of Technology, Innovation of Products and Processes,

Structuring of Quality, Hygiene and Safety Management and Control Processes,

Energy and Environmental Control, and the Systematic Enhancement of Human

Resources.

IUCN - International Union for the Conservation of Nature and Natural Resources

An international organization founded in 1948 aimed at the conservation of natural

resources. It brings together around 83 American states, 108 governmental agencies,

766 NGOs and 81 international organizations and around 10,000 professionals

from various countries around the world. Between 1990 and 2008, it adopted the

official name of World Conservation Union, using the same abbreviation. In 2008

it went back to using its original name.

Kyoto Protocol

An international treaty discussed in Japan in 1997 which established commitments

for the reduction in the emission of gases which cause the greenhouse effect,

considered, according to most scientific research, as the anthropogenic cause of

global warming. With this protocol, developed countries are obliged to reduce

emissions of greenhouse gases by, at least, 5.2% in relation to 1990 levels, in

the period between 2008 and 2012 (for some countries this value corresponds

to 15% less than the emissions expected for 2008).

Market pulp

Pulp intended for sale on the open market, national or international, as a raw

material for manufacturing paper.

Millennium Goals

The Declaration of the Millennium, adopted in 2000 by all 189 Member States of

the General Assembly of the United Nations, launched a decisive process of global

cooperation in the 21st century. It gave an enormous impulse to the questions

of Development, identifying the central challenges faced by Humanity on the

threshold of the new millennium, and with the approval of the so-called Objectives

Millennium Development (MDGs) by the international community to be achieved

in a period of 25 years.

NAPM - National Association of Paper Merchants

This is the only accredited trade association for paper and card traders since its

foundation in 1920. The existence of this association lends recognition and

credibility to the sector. Membership of this association acts as a brand of quality

of professional competence and business integrity.

NGO

Non-Governmental Organization.

Non-hazardous waste

Waste which does not present danger for health and the environment, as defined

in the European Waste List, approved by Dispatch 209/2004 of 3 March.

NOx (Nitrogen Oxides)

The term used to describe the sum of NO, NO2 and other oxides of nitrogen that

play a major role in the formation of ozone. The chemical symbol for nitrogen

oxides formed during combustion, as well as for some of the nitrogen oxides

formed as a reaction product of nitrogen and oxygen in the atmosphere. Nitrogen

oxides are found in combustion and exhaust gases, and form acidifying and

eutrophying compounds.

Particles

Atmospheric pollutant made up from finely divided material suspended in the air.

Paper Profile

Environmental declaration voluntarily subscribed by paper producers.

PEFC - Programme for the Endorsement of Forest Certification

This program appeared in 1999 upon the initiative of the forest owners of European

countries, with the support of professionals from the forestry sector. Initially, the

PEFC was developed to create a reference framework for the certification of

sustainable forest management, based on the specific features of the European

forest.

After being launched and affirmed in Europe, the PEFC saw exponential growth,

spreading to other regions of the globe. The PEFC was therefore seen as a solution

for global forestry problems, promoting and supporting the entry of countries

where the problems of leadership and organization of forest owners are greater

and in which the legislative frameworks are less cohesive and consolidated in the

challenge of asserting sustainable forest management.

PNALE - National Plan for the Allocation of Emission Allowances

National plan which regulates carbon dioxide emission allowances.

Raw material

The main or essential substance which enters the production process for

transformation.

Recycling of paper

Reprocessing of recovered paper in a production process for its original or another

purpose, including composting but excluding energy recovery.

Reforestation

Plantation of new forests on land which was converted over time for others uses.

For more information on the term “forest” and other related terms, such as

forestation, reforestation and deforestation, consult the Report of the IPPC on

Land Use, Change and Forestry (IPCC, 2000).

Renewable energies

Sources of energy which are available for a short period of time in relation to the

Earth’s natural cycles, including non-carbon or carbon-neutral technologies. It is

energy obtained from sources considered to be essentially inexhaustible, as

opposed to fossil fuels, such as: conventional hydro-electric power, biofuels,

biogas, biomass, geothermic energy, aeolic energy, photovoltaic and solar heating.

Roundwood

Wood logs of an adequate diameter for the wood shredding industries (wood

panels and cellulose).

RSE PORTUGAL - Corporate Social Responsibility

An association with the object of promoting the social responsibility of companies,

contributing towards sustainable development and competitivity through the

conception, execution and support for programs and projects in the educational,

training, social, cultural, scientific, environmental, civic and economic areas on a

national, international and transnational level.

Sheet bulk

Volume per unit of mass, obtained by dividing the thickness of a sheet of paper

by its basis weight.

SOx (Sulphur Oxides)

Gaseous molecules made of sulphur and oxygen.

Compounds formed during the combustion of sulphurous material. It is also formed

during certain production processes.

Stakeholders

Interest groups comprising all those that affect or are affected by the activity of

a given company.

Sustainability

A concept by which the development of companies, organizations and countries

should take into account not only traditional economic factors but also environmental

and social aspects, which are considered risk factors for the organization.

Sustainable Development

Sustainable development was placed on the world political agenda in the Earth

Summit. This Conference of the United Nations on Environment and Development

(CNUAD) was held in Rio de Janeiro in 1992. On this occasion this concept was

reaffirmed, launched in 1987 by the Brundtland Report “Our Common Future”,

prepared under the auspices of the United Nations in the World Committee for

the Environment and Development. It was defined as: “development which meets

present needs without compromising the ability of future generations to meet

their own needs”. Its implementation is based on three essential pillars: economic

development, social cohesion and protection of the environment.
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Total Consumption of Primary Energy

Total of fossil  and biomass fuels consumed in the Group’s industrial installations.

TSS (Total Suspended Solids)

A measure of suspended solids in wastewater, or water bodies. Increased suspended

solids reduce how deep below the water surface light can penetrate and thereby

reduce the depth at which plants can grow.

Value chain

A series of related activities developed by the Group, with the ultimate objective of

satisfying the needs of the Customer, and which covers all the productive stages of

the process from the sustainable management of forest plantations, production and

distribution cycles, to the production of energy and the management of human and

financial resources.

WBCSD - World Business Council for Sustainable Development

Leading world organization in the corporate approach to Sustainable Development,

which currently brings together more than 190 companies at the forefront of their

business areas on a global level, including the Portucel Soporcel Group.

WWF - World Wide Fund

Created at the beginning of the 1960’s as a response to global issues with the mission

of preventing the degradation of the natural environment of the planet and to construct

a future in harmony with nature through the conservation of the world’s biological

diversity. This organization also has the objective of ensuring the sustainable use of

renewable natural resources and promoting a reduction in pollution and the excessive

consumption of natural resources.

The WWF is one of the largest environmental organizations in the world, managing

over 1,300 conservation projects around the world.

In 2006, the WWF assumed responsibility for implementing the FSC National Initiative

(FSC Portugal). One of its main lines of action has been to divulge and promote FSC

Forestry Certification and to monitor certification projects considered to be strategic.

Head Office

Mitrena - P.O. Box 55

2901-861 Setúbal - Portugal

Tel. + 351 265 709 000

Fax + 351 265 709 165

Offices and Mills:

Portucel

Cacia Mill

Rua Bombeiros da Celulose

3800-536 Cacia - Portugal

Tel. + 351 234 910 600

Fax + 351 234 910 619

Setúbal Pulp and Paper Mill

Mitrena - P.O. Box 55

2901-861 Setúbal - Portugal

Tel. + 351 265 709 000

Fax + 351 265 709 165

Soporcel

Figueira da Foz Pulp and Paper Mill

Lavos - P.O. Box 5

3081-851 Figueira da Foz - Portugal

Tel. + 351 233 900 100/900 200

Fax + 351 233 940 502

Commercial Subsidiarys:

Portugal/PALOP's/Morocco/Tunisia

Soporcel 2000

Mitrena - P.O. Box 55

2901-861 Setúbal - Portugal

Tel.  +351 265 700 540

Fax  +351 265 729 481

Lavos - P.O. Box 5

3081-851 Figueira da Foz - Portugal

Tel. +351 233 900 177/8

Fax +351 233 940 097

e-mail: sales-po@portucelsoporcel.com

Spain

Soporcel España, S.A.

C/ Caleruega, 102-104 Bajo izda

Edifício Ofipinar - 28033 Madrid

Spain

Tel. +34 91 383 79 31

Fax +34 91 383 79 54

e-mail: sales-es@portucelsoporcel.com

France

Soporcel France, EURL

20, Rue Jacques Daguerre

92500 Rueil Malmaison - France

Tel. +33 155 479 200

Fax +33 155 479 209

e-mail: sales-fr@portucelsoporcel.com

United Kingdom

Soporcel UK, Ltd

Oaks House, Suite 4A

16/22 West Street

Epsom

Surrey KT18 7RG

United Kindom

Tel. +441 372 728 282

Fax +441 372 729 944

e-mail: sales-uk@portucelsoporcel.com

Benelux

Soporcel International, Bv

Industrieweg 16

2102LH Heemstede - Holland

Tel. +31 23 547 20 21

Fax +31 23 547 18 79

e-mail: sales-nl@portucelsoporcel.com

Germany

Soporcel Deutschland, GmbH

Gertrudenstrasse, 9

50667 Köln - Germany

Tel.  +49 221 270 59 70

Fax +49 221 270 59 729

e-mail: sales-de@portucelsoporcel.com

Portucel International, GmbH

Gertrudenstrasse, 9

50667 Köln - Germany

Tel. +49 221 920 10 50

Fax +49 221 920 10 59

e-mail: pitkoeln@portucelsoporcel.com

Italy

Soporcel Italia, SRL

Via Verona 8/A

37012 Bussolengo (VR) - Italy

Tel. +39 045 71 56 938

Fax +39 045 71 51 039

e-mail: sales-it@portucelsoporcel.com

Austria

Soporcel Austria, GmbH

Fleschgasse 32

1130 Wien - Austria

Tel. +43 1 879 68 78

Fax +43 1 879 67 97

e-mail: sales-au@portucelsoporcel.com

United States of America

Soporcel North America, Inc

40, Richards Avenue.

Norwalk, Connecticut 06854 - USA

Tel. +1 888 662 2736

Fax +1 203 838 5193

e-mail: soporcel@soporcelna.com

Contacts

For further information on this Report, please contact:

Manuel Gil Mata
Tel: 213 184 737    Fax: 213 184 738

email: gil.mata@portucelsoporcel.com

João Manuel Soares
Tel: 265 709 051    Fax: 265 709 110

email: joao.soares@portucelsoporcel.com

Ana Nery
Tel: 265 709 070    Fax: 265 101 355

email: ana.nery@portucelsoporcel.com
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Portucel Soporcel Group

Mitrena - P.O. Box 55

2901- 861 Setúbal - Portugal

www.portucelsoporcel.com

Development and Coordination

Sustainability Committee

Forest and Environment Advisory to the Board

Corporate Image and Communication Department

Printed on Soporset Premium Offset: inside pages on 120 g/m2 and cover on 350

g/m2. The paper was produced by Soporcel, a Group company certified in conformance

to ISO 9001, ISO 14001 and OHSAS 18001, based on sustainably managed forests.

The electronic version of the 2006/2007 Sustainability Report is

available on website www.portucelsoporcel.com

Consultants

KPMG Advisory - Consultores de Gestão, Lda.
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Photos on dividers 1, 2, 4 and Attachments; Pages 9, 25 and 45

by Paulo Oliveira in “The Eucalyptus and Birds in Quinta de São Francisco”.

Photos on pages 23 and 46 by Joaquim Pedros Ferreira in “Bonelli Eagles

in Portugal”.
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