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1 Introduction
1.1 Overview of Semapa Group Operations

The Semapa Group recorded positive performance in 2007, reflected in the consolidated net profits

attributable to Semapa Shareholders of 122.0 million euros, up by 33.4 on the previous year..

Total and recurrent EBITDA grew year-on-year to 432.7 and 406.1 million euros respectively, and net
debt was down on year-end 2006 at 887.9 million euros.

The Semapa Group’s operations in 2007 reflect the process of consolidation in the two main business
areas in which the Group operates — Paper and Paper Pulp and Cement and Derivatives.

Contribution by Business Segment (IFRS)

Figures in M€ Holdings Consolidated
0,3

Sales | | 2877 | | 1.435,4 |
Total EBITDA | | 771 | 132 | 432,7 |
Recurrent EBITDA | | 768 | (1300 | 406,1 |
Depreciation and impairment losses | | (13 | (1) | (116,8) |
Provisions (increases and reversals) | 04 | 22 | (12,5) |
EBIT | | 554 | 108 | 303,3 |
Net financial profit \ | @y | (233 | (58,0) |
Pre-tax profit | | 483 | (1255 | 2453 |
Tax on profits | | (12,8) | 16 | (83,8) |
Retained profits for the period | | 355 | (109 | 161,5 |
Attributable to Semapa ‘ ‘ 33,0 ‘ (10,9) ‘ 122,0 ‘
shareholders
Attributable to minority interests | 370 | 25 | - | 39,5 |
Cash flow | 2422 | 572 | (85 | 290,9 |
| | | | |
EBITDA margin (%) | 298% | 268% | - | 30,1% |
Recurrent EBITDA margin (%) | 298% | 26,7% | | 28,3% |
EBIT margin (%) | 20,7% | 193% | - | 21,1% |
| | | | |
Total net assets | 25216 | 4809 | 2546 | 3.257,1 |
Net debt | 3677 | 767 | 4434 | 887,9 |
Notes:

e Figures for business segment indicators may differ from those presented individually by each Group, as a result of
consolidation adjustments.

e Cash flow = retained earnings + depreciation and impairment losses + provisions — reversal of provisions.

e Total EBITDA = operating profit + depreciation and impairment losses + provisions — reversal of provisions.
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e Net debt = non-current interest bearing debt (net of loan issue charges) + current interest-bearing debt (including debts to
shareholders) — cash and cash equivalents; in line with IFRS rules.

e As duly disclosed, from 2007 onwards the Semapa Group’s 51% holding in Secil has been consolidated using the
proportional method, instead of by the full consolidation method as previously.

e In order to permit comparability of data and indicators between financial periods, we present a new version of the Semapa
Group’s consolidated accounts for the financial year of 2006 restated to include consolidation of Secil by the proportional
method.

e There were two significant changes to the set of companies included in the consolidated accounts in the Cement and
Derivatives business area:

i) acquisition in the course of 2007 of a further 21.86% holding in Sociedade Ciment de Sibline SAL, based in Beirut,
Lebanon, bringing the total holding up to 50.5% of the voting rights and share capital, and representing total investment of
USD 65.1 M€.

ii)  the Secil Group’s holding in Cimentos Madeira was increased in 2007 from 14.29% to 57%.

As a result, these two subsidiaries are now included using the full consolidation method.

Consolidated Sales:1.435,4 million euros

The figure of 1,435.4 million euros represents growth of 9% over the figure recorded for 2006. This was
achieved thanks to the following contributions:

Portucel Soporcel Secil
6,2%

21,0%

237,9 287,7

2006 2007

2006 2007

e PORTUCEL SOPORCEL Group (Paper and Paper Pulp)

The Portucel Soporcel Group contributed a total of 1,147.4 million euros in 2007, corresponding to growth
of 6.2% over the previous financial year.

The Group recorded positive performance both in the quantity of paper sales (1,031 thousand tons) and
in the average unit price (up by 5.4%). As a result, total sales in this segment increased by 8.3% year-on-
year, representing approximately 71% of the Portucel Soporcel Group'’s total turnover.

Unit sales prices for pulp fell by 0.1% over the period, despite a rise of approximately 100 USD in the
dollar reference price for eucalyptus pulp. However, the steep depreciation of the dollar against the euro
over the year resulted in stabilization of the net average sale price in euros for the Portucel Soporcel
Group.

As a result of increase integration of pulp into paper, the quantity of pulp available for sale to the market
(544 thousand tons) was down on the financial year of 2006 (559 thousand tons). These two factors
contributed to the reduction in total pulp sales of around 2.7 in relation to 2006.

Pulp sales contributed 21% to the total turnover of the Portucel Soporcel Group.

The remaining 8% of the Portucel Soporcel Group’s turnover was generated by the power and other
services sector.
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e SECIL Group (Cement and Derivatives)

The accrued sales of the Secil Group in 2007 made a contribution of 287.7 million euros, up by 21.0% on
the financial year of 2006, due fundamentally to the inclusion of the subsidiaries Ciment de Sibline and
Cimentos Madeira in the Secil Group’s consolidated accounts and the good performance recorded by the
Tunisia-Cement business unit.

Business in the Secil Group’s main market — the Portuguese cement market - was hit by a decline of
0.2% in the consumption in comparison with 2006, as a result of the prolonged depression affecting the
civil construction sector since 2002, affecting both residential and non-residential construction and public
works.

Consolidated EBITDA: Total of 432.7 euros, of which 406.1 million euros is
recurrent.

Portucel Soporcel Secil Holdings

De,s% _ -]

312,5

2006 2007 2006 2007

204%

2007

e PORTUCEL SOPORCEL Group (Paper and Paper Pulp)

The Group contributed total EBITDA of 342.3 million euros, representing growth of 9.5% over the
financial year of 2006, thanks to (i) growth in paper sales, (ii) an increase of approximately 5.4% in
the average sales price for paper, (iii) improved efficiency in energy costs and (iv) increase
productivity due to a reduction in a number of specific factors.

These results were obtained in a context characterized by significant increases in some of the factors
of production, specifically eucalyptus timber, chemical products and transport.

Recurrent EBITDA in 2007 stood at 342.3 million euros, corresponding to year-on-year growth in the
order of 10.1%, due essentially to the reasons described.

It should be noted that in the financial year of 2006 the Portucel Soporcel Group had recorded a gain

of 7.4 million euros on the disposal of CO2 licenses, whilst the corresponding gains in 2007 amounted
to only 2.8 million euros.

e SECIL Group (Cement and Derivatives)

Secil’s total accrued EBITDA contributed 77.1 million euros, representing growth of 5.2% over the
previous financial year.

This was due essentially to full contribution of the accounts of Ciment de Sibline and Cimentos
Madeira, as mentioned above.

It should be noted that in the financial year of 2006 the Group recorded gains on the disposal of non-
current assets and also on the disposal of surplus CO2 licenses attributed by the Portuguese
Government under PNALE (3.8 million euros appropriated by the Semapa Group). These
transactions were reflected in the EBITDA for 2006, and were not repeated in 2007.

Recurrent EBITDA stood at 76.8 million euros, corresponding to year-on-year growth in the order of
13.1%.
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e Holdings (Semapa SGPS and instrumental sub-holdings)

Total accrued EBITDA stood at 13.2 million euros, due essentially to the capital gain of 26.2 million
euros obtained on the disposal of shares in EDP — Energias de Portugal.

Recurrent EBITDA is negative, at -13.0 million euros, reflecting the structural costs of Semapa and
its instrumental sub-holdings.

Consolidated EBITDA margin: 30.1%

e Paper and Paper Pulp: margin of 29.8%, representing growth of 0.9 percentage points in relation to
2006.

e Cement and Derivatives: margin of 26.8%, i.e. reduction in the margin of around 4.0 percentage
points in relation to 2006.

Consolidated EBIT: 303,3 million euros

Portucel Soporcel Secil Holdings

D 2%

186%
2006 10,8
-12,6

2007
2006 2007 2006 2007

e Portucel Soporcel Group (Paper and Paper Pulp)

Total accrued EBIT stood at 237.0 million euros, up by 29.4% on the figures recorded in 2006.
Operating results were positively influenced by a reduction in the value of provisions.

e Secil Group (Cement and Derivatives)

Accrued EBIT totalled 55.4 million euros, corresponding to an increase of 3.5% over the figures for
December 2006. The factors which accounted for the trend in EBITDA also apply to the performance
of EBIT in this business sector.

e Holdings (Semapa SGPS and instrumental subholdings)

Total accrued EBIT stood at 10.8 million euros, due above all to the capital gain obtained on the
disposal of shares in EDP.

Net Debt: 887.9 million euros

The SEMAPA Group’s net borrowing has continued to fall, down on the year by 130.6 million euros,
reflecting the Group’s excellent performance in generating cash flow.
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Portucel Soporcel Secil Holdings
D -5,3%
D 9,1%
. o E -
N - -
70,4 76,7
2006 2007 2006 2007

2006 2007

e Portucel Soporcel Group: debt down by 112.4 million euros in relation to the year-end 2006. This
reduction in the Portucel Group’s net borrowing demonstrates the Group’s strong capacity to
generate cash flow, considering that during the course of the 2007 the Group (i) distributed dividends
of 60.6 million euros in relation to the financial year of 20086, (ii), paid 53.7 million euros in interim
dividends in December 2007 and (iii) started on the disbursements relating to investment in the new
paper mill in Setlbal.

e Secil Group: In view of (i) the cash flow generated by the Secil Group, (ii) the acquisition of major
assets during the first half of 2007 and (iii) the distribution of a total dividend of 19.1 million euros for
the financial year of 2006 and (iii) distribution of an interim dividend of 19.5 million euros in October
2007, net debt was up on year-end 2006, at 76.7 million euros when consolidated at 31 December
2007 with Semapa.

e Holdings: total debt was down by 24.7 million euros in relation to 31 December 2006, totalling
443.4 million euros at the end of December 2007.

The following factors contributed to the reduction in the borrowing of Semapa SGPS and subholdings:
(i) the sum of 85.2 million euros received on disposal of shares in EDP, (ii) the receipt of dividends
from Portucel and Secil (82.3 million euros and 19.1 million euros, respectively), despite the fact
Semapa (i) paid dividends of 27.2 million euros, (ii) acquired own shares with a value of 36.7 million
euros, (iii) acquired on the stock exchange shares in Portucel for a sum of 68.7 million euros, as well
as bearing overheads.

Financial Results: (58.0) million euros

Financial results worsened in relation to 2006, totalling (58.0) million euros. This was due to the
increased net borrowing of the Secil Group, increasing financial charges payable by the Portucel Group
as a result of the recognition of interest totalling 10.4 million euros on fiscal contingencies due to facts
prior to 2004 and the rise in interest rates over the course of 2007.

Consolidated Net Profits: 161.5 million euros
Portucel Soporcel Secil Holdings

24,0%

D -3,7%
136,9 v
1104 -
39,3 2006 D 528% 2007

2006 2007 2006 2007

Consolidated net profits before minority interests stood at 161.5 million euros, up by 27.6% on the
previous financial year, with 122.0 million euros of this attributable to Semapa shareholders.
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Leading Business Indicators

Figures in M€ IFRS IFRS Annual IFRS
December | December % var. | December
2006* 07/06 2006**

Sales | 14354 | 13189 | 9% | 15470 |
Other income | 551 | 641 | (14%) | 1258 |
Costs and losses | (1.057,8) | (1.009,9) | 5% | (1.229,2) |
Total EBITDA | 4327 | 3732 | 16% | 4436 |
Recurrent EBITDA | 4061 | 3649 | 11% | 4301 |
Depreciation and impairment losses |  (116,8) | (121,00 | (3%) | (138,00 |
Provisions (increases and reversals) | (125 | (27,9 | (55%) | (29,9) |
EBIT | 3033 | 2242 | 3% | 2757 |
Net financial profit | (5800 | (459 | 26% | (4855 |
Pre-tax profit | 2453 | 1783 | 38% | 2272 |
Tax on profits | 838 | (L7 | 62% | (62,9 |
Retained profits for the period | 1615 | 1266 | 28% | 1643 |
Attributable to Semapa shareholders | 122,0 | 914 | 33% | 91,4 |
Attributable to minority interests | 395 | 352 | 01 | 729 |
Cash flow | 2909 | 2755 | 6% | 3322 |
EBITDA margin (% Sales) | 301% | 283% | "% | 287% |
Recurrent EBITDA margin (% Sales) | 283% | 27,7% | 2% | 278% |
EBIT margin (% Sales) | 211% | 17,0% | 24% | 178% |

| | | | |
Net total assets | 32571 | 31201 | 4% | 35359 |
Equity (before MI) | 7458 | 7370 | 1% | 7370 |
Net debt | 8879 | 10185 | (13%) | 1.0861 |

Notes:

* Pro-forma accounts with the subsidiary Secil consolidated by the proportional method
** As reported to the market in December 2006

Total EBITDA = operating profit + depreciation and impairment losses + provisions — reversal of provisions
Net debt = non-current interest bearing debt (net of loan issue charges) + current interest-bearing debt (including debts to
shareholders) — cash and cash equivalents; in line with IFRS rules

1.2 Main Developments

Holdings (Semapa SGPS and instrumental sub-holdings)

e The General Meeting of Semapa SGPS, held in March 2007, at which it was resolved to distribute
dividends of 0.23 euros per share in circulation, leading to payment of a total dividend of 27.2 million
euros in April.

e Disposal during 2007 of 20.1 million shares in EDP — Energias de Portugal, resulting in a financial
input of 85.2 million euros and a capital gain of 26.2 million euros.

e The company increased its holding in Portucel, by acquiring on the stock exchange shares
representing 3.40% of its capital.

e Under the Put & Call Combination agreement with Caixa Banco de Investimento, Semapa SGPS also
exercised the right to purchase a further 2.95% holding in Portucel.
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Acquisition of own shares corresponding to 2.30% of the share capital of Semapa SGPS.

PORTUCEL SOPORCEL Group (Paper and Paper Pulp)

The General Meeting of Portucel, held in March 2007, resolved to distribute a dividend of 0.079 euros
per share, which was paid in April, corresponding to a total dividend of 60.6 million euros.

Payment of an interim dividend of 0.070 euros per share, in December 2007, corresponding to a total
of 53.7 million euros.

Approval by the European Commission, in early April, of the incentives granted by the Portuguese
state for the new paper mill to be built in Setdbal. The incentives have a nominal value of 52.4 million
euros, corresponding to a discounted value of 38 million euros.

In June, approval was also given for the incentives for the project for the Figueira da Foz plant, with a
nominal value of approximately 63.4 million euros, corresponding to a discounted value of
approximately 46.5 million euros.

Investment in the new paper machine

The Portucel Group signed the contract with METSO Paper Oy for acquisition of the new paper
machine to be installed at its industrial complex in Setdbal. This machine will produced approximately
500,000 tons/ year, and will be the largest in the world for the production of UWF papers. Start-up is
planned for August 2009.

Investment is expected to total around 550 million euros, and this will make it possible to integrate
into paper all the pulp produced at the Setlibal complex.

This will increase the Portucel Group’s total paper production capacity to approximately 1.5 million
tons/year, with eucalyptus pulp production capacity remaining at 1.3 million tons/year. The Group will
be the largest UWF producer in Europe, significantly increasing its competitiveness in the paper
market. The plans for implementation and operation of the new plant will be subject to the strict
environmental standards established in law, in line with standards applicable in Portugal and the
European Community.

The Group obtained certification from the Forest Stewardship Council (FSC), in an assessment
process conducted by the certified Soil Association / Woodmark, with the award of certificate SA-
FMCOC-001785.

SECIL Group (Cement and Derivatives)

Distribution of a dividend of 0.38 euros / share, paid on 4 April, corresponding to a total dividend of
19.1 million euros.

Distribution of an interim dividend, totalling 19.5 million euros and corresponding to 0.39 euros /
share, paid in October.

Acquisition, through a wholly owned subsidiary, of a further 21.86% holding in the share capital and
voting rights of Sociedade Ciment de Sibline SAL, based in Beirut, Lebanon, for a total price of 37.3
million USD (28.8 million euros).

With this acquisition, Secil now has a total holding of 50.5% in the voting rights and share capital of
Sibline. The total investment involved in acquiring this holding (50.5%) amounted to 65.1 million USD.
Sibline has annual clinker and cement production capacity of 950,000 and 1,200,000 tons,
respectively. The company also operates in the ready-mixed sector through its subsidiary Soime.

Acquisition of a further 45.81% holding in Secil Martinganga, giving it a total holding of 97%. This
additional holding represents investment of 6.4 million euros. In adddition, Secil holds an option to
purchase the remaining 3%.

9
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e Acquisition, in January 2007, of a further 14.29% holding in Cimentos Madeira, giving it a total of
57%; the remaining 43% belong to the Madeira Regional Government.

Cimentos da Madeira has sizeable operations in Madeira in the marketing of cement and the
production and marketing of ready-mixed, aggregates and precast concrete.

e Acquisition by Ecoresiduos of an additional 30% holding in Prescor, making it the sole owner.

e Disposal of the 25% and 33.4% holdings in Cimentos Agores and Betéo Liz; these holdings were
previously included in the Secil Group’s consolidated accounts using the equity method..

e Acquisition, by SBI, of 100% of the company Minerbetdo, located in Marinha Grande, operating in
the ready-mixed market.

e Approval by the Angolan Government of a new cement and clinker production line planned for Secil —
Companhia de Cimentos do Lobito, S.A., 61% owned by the subsidiary Secil. With this new
investment, Secil Lobito will have annual production capacity of 500,000 t of clinker and 900,000 t of
cement. Investment in the first phase will total around 141 million dollars, including investment in
power generation and infrastructures.

e Signing of investment contract with ANIP, the Angolan private investment agency, relating to the new
cement production line for Secil Lobito.

e Certification of health and safety at work management system in accordance with standards OHSAS
18 001 and NP-3497 at the Maceira-Liz and Cibra-Pataias plants.

2 Economic Background

In 2007, the Portuguese economy grew by 1.9%, after gathering pace in the final quarter of the year.
According to figures issued by the National Institute of Statistics (INE), the growth in GDP recorded last
year was the highest in the last six years (since 2001), contrasting favourably with the growth of 1.6%
recorded in 2006.

The recovery in the Portuguese economy in 2007 was underpinned by improved performance in industrial
investment and robust growth in exports of goods and services. At the same time, a number of
imbalances were corrected: i) in the balance of payments, despite the shock of soaring oil prices and
rising interest rates over recent years and ii) in public finance, with further progress being made on
consolidating the budget, more than meeting the commitments accepted under the Stability and Growth
Pact. In addition, the slowdown in consumer spending observed in 2006 continued in 2007, inverting the
downward trend in household savings observed in recent years.

The Portuguese inflation rate, measured by the average annual variation in the HRPI (Harmonized Retalil
Price Index), is expected to have dropped from 3.0% in 2006 to 2.4% in 2007, due in great part to rising
energy prices, reflecting the oil price in Euros, in annual terms.

In global terms, the financial year of 2007 was characterized by relatively strong growth, due to a large
extent to the bloc of countries comprising China, India, Russia and Brazil, where economic growth stood
in the order of 8.1%, in accordance with IMF estimates. For their part, the developed economies
experienced slower growth, down from 2.9% to 2.5%.

From August 2007 onwards, the situation on the international financial markets was extremely turbulent,
leading investors to reassess their risks significantly, almost overnight. The effects of this on the economy
are not easy to quantify, partly due to the lack of information of the real scale of the phenomenon, and
also due to the complexity of the transfer mechanisms involved and of the solutions needed to resolve the
issues.

Sharp deterioration of confidence in the financial system and the consequent widening of the differentials
between market interest rates and leading rates exerted an influence over monetary policy in 2007. As a

10
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result some of the main central banks made abrupt changes to their monetary policies, whilst others put
the normal evolution of their policy on hold.

In September 2007, after a break of 15 months, the American Federal reserve (FED) announced a 15%
cut in the Fed Funds leading rate, abandoning its previous focus on controlling inflationary pressures and
centring its attention on reducing the risks of the economy cooling even further. The FED made a further
reduction in the leading rate before the end of the year, and took the markets by surprise in January when
it slashed its rate by 125 base points to 3%.

For its part, the ECB interrupted its policy of gradually increasing its refinancing rate, which held at 4%
through to the end of 2007, due to i) the likely cooling of the economy and ii) problems of liquidity caused
by the financial crisis which pushed up Euribor rates for shorter maturities. Despite this stance, the ECB
maintained an aggressive discourse, emphasising the need to control inflationary pressures.

The interest rate differential between the EUR and the USD put pressure on the dollar, which fell against
the euro. This had a negative effect on business in Paper and Paper Pulp, as most sales are in USD.

3 Paper and Paper Pulp Business Area - PORTUCEL SOPORCEL

3.1 Business Overview

3.1.1 Paper

The Market

European demand for UWF paper grew by approximately 1% in 2007, with demand for sheet paper (cut
size and folio paper) up by 2%, keeping pace with the rate of economic growth, estimated at 2.6% in the
Euro Zone.

The process of reducing UWF paper production capacity in Europe continued in 2007, with the closure ot
two mills with total annual capacity of 420 thousand tons, causing an impact in 2007 estimated at 250
tons. It is estimated that between 2005 and 2007, capacity in Europe has fallen by approximately 650
thousand tons in net terms.

As a result, output of UWF paper in Europe fell by 2% (- 180 thousand tons) to 9.0 million tons, although
the occupation rate was better than 2006, thanks to the reduction in capacity, at 97% for Cepifine
producers.

The total sales of these producers fell in line with the drop in output, especially, as was to be expected, in
sales outside Europe, which were down by 17% (- 130 thousand tons) on 2006.

Imports of UWF into Europe grew significantly over the year, standing at 590 thousand tons, 170
thousand tons up on the previous year. This strong growth more than offset the drop of 1% in sales by
European producers on this market, justifying the growth of demand. Approximately 70% of imports
consist of cut size paper, representing 7% of total apparent consumption of UWF.

The UWF market in the US contracted in relation to 2006, although there was slight growth in the Group’s
strategic segments: cut size and folio.

In other world markets, demand for UFW paper is estimated to have grown by 4% in Asian markets and
2% in Latin America. The extra demand was met predominantly by local manufacturers.

Performance

Paper sales totalled 1,031 thousand tons, up by 2.7% on 2006.

This growth took place mostly in European countries, where sales were up by 6%, resulting in a further
increase in the share in these markets, where total demand grew by 1%, as mentioned above.

11
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Sales by the Soporcel Portucel Group to the United States held steady, and all sales to this market
comprise premium quality products and the Group’s own brands. It should be noted that the Group
accounts for approximately 2/3 of the volume of exports from Europe to the US.

The Group also recorded an increase in sales on its strategic markets (Europe and US), as compared
with sales to other markets, which were down on the previous year.

Evolution of geographical mix (% of sales)

Portucel Soporcel Group Industry (Cepifine)
8 | C 6 | Other Markets
USA
Europe
f T 1 r
2005 2006 2007 2007

Source: Portucel Soporcel Group and Cepifine

This growth in sales was accompanied by improvement in the Group’s mix of papers, with sales of
premium products up by 11% overall, and by 17% in the European market, consolidating the trend
established over several years and comparing very favourably with the structure of the European market.

The increase in the proportion of premium products is in line with the strategy pursued by the Group, and
reflects the market's perception of the quality of its products, the profile and prestige of its brands and
also the high standard of service to distribution channels.

The breakdown into product type also reveals positive evolution in sales, with an increase of 25 thousand

tons in cut-size and 12 thousand tons in folio paper (products with greater added value), and a reduction
of 10 thousand tons in rolls.

Evolution of format mix (% of sales volume)

Portucel Soporcel Group Europe (sales by European producers)
Rolls
Folio s

Cut-size
53 55 56

2005 2006 2007 2007
Source: Portucel Soporcel Group Source: Cepifine

The Group’s excellent performance was also reflected in the 2007 Customer Satisfaction Survey, with
improvements in all areas assessed: product quality, sales, service, marketing and product development.

12
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Overall, the Group recorded an improvement of two percentage points in the customer satisfaction index
in comparison with 2006.

Prices

Reference prices for UWF paper in Europe continued to rise, with the PIX “A4-copy B” index up by 4.6%
over the course of 2007. On average, the index was up by 4.8% on the average level recorded in 2006.

Average price for PIX“A4 — copy B”

839

801

2005 2006 2007

Source: FOEX

The Group’s average net sale price outstripped the increase in the PIX index, rising by 5.5%. The positive
evolution in prices more than compensated the increases in production costs in 2007, resulting in
improvement to the unit contribution margins for paper business.

Brands

In 2007, the Portucel Soporcel Group’s brands consolidated their leading position in European markets.
As the world’s best selling cut-size paper in the premium segment, Navigator was regarded by European
consumers as the brand with the best quality and the top brand in terms of Brand Equity (independent
study conducted by Opticom International Research).

As a proportion of total sales of sheet paper, the Group’s own brands gained a further 7 percentage point,
accounting for 59% of sales, a particularly high figure for companies of this size.

There was a substantial increase in sales of FSC certified office paper during 2007, thanks to the fact that
the Group has obtained certification of its pulp and paper plants under the FSC chain of custody
standard, and thanks to the purchase of certified fibre (timber, long fibre pulp and recycled pulp).

Initial priority for certification was assigned to the Group’s premium brands in the office stationary
segment, Navigator and Pioneer, as well as to brands with a position which includes specific
environmental benefits such as Navigator Eco-logical, Navigator Hybrid, Discovery and Explorer
Recycled.

At the end of the year, the Group obtained certification under the FSC forestry management standard for

most of the forests managed by the Portucel Soporcel Group. This will allow it to increase sales of the
certified brands in 2008, and to proceed with certification of other own brands.

13
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3.1.2 Pulp

The world pulp market was significant affected in 2007 by the steep fall in the US dollar against the
currencies of some of the leading pulp producer regions, such as Canada, Brazil, Chile, Uruguay and the
Euro Zone.

As may be seen in the following table, showing evolution of the PIX index in USD and EUR, the average
eucalyptus pulp price was USD 702, an all-time high for the PIX index, corresponding to average growth
over the year of 10%. However, the average price in euros in 2007 (513 euros) was practically the same
as in 2006 (509 euros).

Evolution of PIX Price — BHKP Eucalyptus/Birch in USD and EUR / ton
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At the same time, appreciation of the Real and the CAD against the dollar affected the competitiveness of
Latin American and Canadian producers, thereby helping to hold up the prices in USD.

Another feature of the year was the restrictions of various types on the availability of fibre (Europe,
Indonesia and North America are the most significant examples), with a strong impact on the respective
cost, leading to disruption of pulp supply to the market on various occasions.

Production capacity for eucalyptus pulp grew by 1.8 million tons, due in particular to the start-up of new
production lines in Latin America.

However, this was offset by the global increase in demand, principally in the Chinese market where very
substantial investment is underway in new paper production capacity, with the need for pulp from the
import market, whilst at the same time small-scale production units, using local fibre sources, typically not
wood based, are being closed down on a massive scale for environmental reasons.

This upward trend in demand, combined with restrictions on the supply of fibre, allowed market
fundamentals to remain intact, with a high rate of use.

The Portucel Soporcel Group’s output of BHKP increased by 1.3 million tons in 2007, representing growth
of 1% and making the Group the largest European producer and one of the largest producers in the world
for this type of pulp.

The Group placed 554 tons of pulp on the market, slightly less than in 2006, due to increased
incorporation in paper, with a consequent reduction in output available for sale on the market.
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The Group’s average net sales price stabilized, in euros, in relation to 2006 prices, in line with the
evolution of reference prices on the market in this currency.

Pulp export destinations continued to reflect the Group’s dominant orientation towards European markets,
where producers of higher quality papers are concentrated, with the technological capability and know-
how needed to take full advantage of the natural qualities of pulp from globules eucalyptus produced by
the Group.

The sales team was concerned at all times to maintain close and constant contact with customers,
assuring service levels compatible with their needs and overcoming occasional logistical difficulties
caused by rising fuel prices and by sometimes scarce supplies.

Overall, in 2007, the Group dispatched from its paper and pulp plants 1.6 million tons of products to more
than 80 countries worldwide, representing growth of 1.5% over 2006, on the strength of growth in paper
business.

Most of the Group’s products (pulp and paper) continued to be transported by sea (more than 50% in
volume) during 2007, although road haulage recorded the most significant growth in relation to 2006, due
to the increase in paper sold to European markets close to Portugal.

Despite the significant increase in fuel prices due to the soaring oil price in 2007 (+ 9% on the WTI), pulp
transport costs grew by 7% due mostly to the increase in maritime freights, whilst the increase in paper
transport costs was merely 1.5%. This was achieved thanks in part to increased sales to markets closer
to plants, and to better use of secondary distribution.

3.2 Analysis of Contribution made by Portucel Group Results
3.2.1 Business Indicators

‘000 euros IFRS IFRS % Var.
December December December
2007 2006

Sales | 1.147.395|  1.080.659 | 6% |
Other income | 22.246 | 23.503 | (5%) |
Costs and losses | (827.306) |  (791.644) | 5% |
Total EBITDA | 342.335 | 312.519 | 10% |
Recurrent EBITDA | 342.335 | 310.992 | 10% |
Depreciation and impairment losses | (95.350) | (103.246) | (8%) |
Provisions (increases and reversals) | (9.946) | (26.047) | (62%) |
EBIT | 237.039 | 183.226 | 29% |
Net financial profit | (27.541) | (26.457) | 4% |
Pre-tax profit | 209.498 | 156.769 | 34% |
Tax on profits | (72.641) | (46.380) | 57% |
Retained profits for the period | 136.857 | 110.389 | 24% |
Attributable to Portucel shareholders | 136.838 | 110.371 | 24% |
Attributable to minority interests | 19 | 18 | 4% |
Cash flow | 242.153 | 239.682 | 1% |
EBITDA margin (%) | 29,8% | 28,9% | 3% |
EBIT margin (%) | 20,7% | 17,0% | 22% |
Net total assets |  2521.630 | 2.378.979 | 6% |
Equity (before M) | 1.122.448 |  1.086.985 | 3% |
Net debt | 367.704 | 480.060 | (23%) |
* of which 75.19% is attributable to Semapa | | | |

Notes:
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e The figures in the above table may differ from those presented individually by the sub-Group, due to consolidation
adjustments made within the Semapa holding company.

e  Total EBITDA = operating profit + depreciation and impairment losses + provisions — reversal of provisions

. Net debt = non-current interest bearing debt (net of loan issue charges) + current interest-bearing debt (including
debts to shareholders) — cash and cash equivalents; in line with IFRS rules

3.2.2 Investment

Capital expenditure in 2007 totalled 52.8 million euros, not a small part of which relates to investment in
the new paper mill, under the contracts adjudicated from October 2007 onwards.

This level of capital expenditure marks the start of a cycle of heavy investment by the Group, with the new
paper mill forming the centrepiece, as duly disclosed.

3.2.3 Borrowing

The Group’s net debt decreased by 112.4 million euros, thanks to good cash generation, despite payment
of 60.6 million euros in dividends for the financial year of 2006, payment in December of 53.7 million
euros in interim dividends (in order to allow small shareholders to benefit from the fiscal benefit which
expired on 31 December 2007) and the start of spending on the new paper mill in Setdbal.

With its current level of new debt and liquidity, the Group enjoys a sound financial position, forming a
good basis for advancing with its investment plans and strategic development.

The structure of net debt was as follows at 31 December 2007:

Structure of debt

Medium Long Term 692,1 738,5
Bond loans* 670,2 694,1
Other loans 21,9 443

Commercial paper 0,00 0,0

Overdrafts and other 60,8 10,5

Total debt 752,9 749,0

Cash and banks -385,2 -268,9

Total net debt 367,7 480,1

* net of charges

3.2.4 Listed Share prices

The financial year of 2007 was characterized by a degree of volatility on the equity markets, in particular
in the second half of the year. The main European stock exchanges recorded mixed performance, with
some indexes recording significant gains, including the Lisbon exchange index, the PSI20, which was up
by approximately 16% on the year, whilst other indexes showed losses, such as the FTSE 30, which was
down by approximately 4%.

Portucel shares displayed two distinct trends in the first and second halves, rising by 25% during the 1
half, but then accumulating a loss of approximately 13% from August onwards. For the year as a whole,
the shares depreciated by approximately 7%, comparing unfavourably with the PSI20 index but better
than other companies in the sector. The HX151050 PI index, which groups shares in companies in the
sector such as Stora-Enso, UPM-Kymmene and M-real, amongst other, recorded an accrued loss for the
year of around 23%.
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There was a very significant increase in the volume of trading, due to increased dispersal of the capital
since the end of 2006, with daily trading in shares standing at an average of 4.5 million in 2007, as
compared with 0.6 million in the previous year.

Portucel vs. PSI20 vs.HX Paper & Forest Index
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3.2.5 Industrial Operations

Quality and Efficiency

Sophisticated technology, high standards of performance and efficiency at the Portucel Soporcel Group’s
industrial units, careful selection of raw materials and the expertise of its human resources all contribute
the superior quality of the paper and pulp produced, setting a standard recognized around the world.

Thanks to investment in continuous improvements to plants, the Group was able to record an overall
increase in output in 2007 of approximately 1% in comparison with the previous year. Most notably, the
Cacia plant recorded an increase of 7.2% in pulp production, thanks to full use of the new recovery boiler,
whilst the Figueira da Foz plant recorded an overall increase of 1.1% in paper output with thePM1 and
PM2 paper machines exceeding previous production records by 1.4% and 1.0% respectively.

Output per plant in 2007
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New production records were achieved thank to full use of the Group’s industrial capacity and
improvements in efficiency indicators.

Pulp output (thousand tAD)
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Analysis of costs incurred in 2007 reveals an increase in the main factors of production, timber and
chemicals, with an impact on the increase in variable production costs. This was due to the situation in
world markets, and particularly to the internal timber supply market.

Substantial reductions were achieved on overheads at all plants, thanks to efficiency drives.

Paper Production Costs (base 100 = 2005)
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A major contribution to these results was made by excellent energy performance and operational stability,
which have been decisive in limiting the impact of rising raw material costs.

With EMA 21, the Portucel Soporcel Group maintenance company, now fully operational, it was possible
to consolidate high levels of availability for industrial equipment, with relatively low maintenance costs.
This added to the gains obtained in the previous year, in view of more efficient use of maintenance
resources and the adoption of a group-wide policy for contracting maintenance services.

Capital Expenditure

In 2007, the Group started on an ambitious new cycle of major investments, in which the centrepiece is
the project for the new paper mill in Setlbal, with the adjudication of the contract for the new paper
machine. The projects for the combined cycle co-generation plant to be installed at the Setubal industrial
complex and for the two power stations using biomass, to be set up at the Cacia plant and at the Setubal
site, will also have a significant impact on the Group’s development.

Other major developments at the Figueira da Foz plant included the start-up of the new timber debarker
and the construction of the new secondary sediment facility, enabling the plant to use a larger percentage
of timber with bark and to improve the plant’s environmental indicators.

At the pulp plant on the Setlbal site, work was completed on projects to connect to the EDP 60 KV
network, making it possible to reduce power costs, and also on the project to remove chlorides from the
recovery boiler with a view to reducing consumption of chemicals (sodium sulphate).

Also at the Setubal pulp plant, work started on the first phase of revamping the recovery boiler, and a
significant improvement was achieved in the uptime for this facility. Major investment went ahead at the
paper mill on PM IIl, with replacement of the machine’s drive system and full revamping of the spinner,
making it possible to achieve an increase in the uptime for this equipment.

3.2.6 Resources and Back-up

3.2.6.1 Forestry and Timber Supply Activities

Sustainable Management

Forest productivity is one of the lynchpins for the competitiveness of the Portucel Soporcel Group. The
Group manages approximately 120 hectares, organized in 1035 management units in 152 municipalities
around the country. One of the priorities in 2007 was to follow through the careful selection of these forest
assets, in order to assure continued high levels of sustainable output, whilst at the same time improving
soil productivity, with strict respect for the environment.

Production of eucalyptus timber for industrial purposes, the main forestry product of the Portucel Soporcel
Group, totalled 874 thousand cubic metres in 2007, up by more than 30% over 2006 (666 thousand cubic
metres). Nonetheless, the emphasis on managing the diversity of the Group’s forest assets meant that
the Group also recorded significant output of cork, wine, game and pasture, as well as other products.

The competitiveness of forestry operations is one of the Group’s strategic concerns, and in 2007 it went
ahead with a programme for streamlining its forestry assets (owned and rented), along with reforestation
of areas with potential for production. This project is designed to increase average productivity, a decisive
factor for the future sustainability of eucalyptus plantations. As a result of this good practice, the Portucel
Soporcel Group is achieving maximum potential production in nearly all its forest assets.

In 2007, the Group continued with the project for felling, side lining and transport in forests, allowing it to
achieve substantial productivity gains.
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In the field of transport, new legislation (Decree-Law 203/2007, of 28 May 2007) permits the use of 60 ton
trucks with a length of up to 25.25 metres. This is an objective which the Portucel Soporcel Group has
striven actively to achieve and represents a major step towards improving the productivity of thee
operations.

The changes in these areas also made it possible to consolidate the relationship with service providers,
resulting in greater consistency in self-supply. The results are reflected in record levels of monthly
deliveries, with positive impacts in the year in overall terms.

The Group’s systematic efforts in this field reflect the fact that it is increasingly the benchmark operator in
Portugal’'s forestry sector, setting an example of good practices to be followed by forest owners, both in
operations and on environmental and social issues.

Forest Fires

There was an appreciable improvement in Portugal in the area affected by forest fires. Approximately 31
thousand hectares were affected by fire (21.6 thousand hectares of plantations and 9.4 thousand
hectares of scrub forest), 2.4 times less than in 2006 and almost seven times less than the average for
2002-2006.

This was the second consecutive year of positive evolution (in 2006 fires affected little more than 75
thousand hectares), and there are now better grounds for believing that a solution exists for this scourge.
But it is fundamental that pressure be maintained in order for the country to adopt firmer measures,
notably structural prevention measures, which form the foundation of the national system for combating
forest fires.

The Portucel Soporcel Group continues to mobilize significant resources to improve the level of structural
prevention, together with surveillance facilities and front-line response capability. The Group invested
approximately 3.6 million euros in the 2007 season, of which 2 million was spent on preventive action, as
well as continuing with its strategy of mobilizing significant human and technological resources through
Afocelca, the organization of companies in the sector for preventing and assisting in combat efforts
against forest fires (in which the Group has a majority holding).

The results for the Portucel Soporcel Group were very positive because, although the assets threatened
were of the same order as in previous years, the area burned was only 131 hectares.

This improved performance was due to a combination of favourable climatic conditions, increased
effectiveness in the national system for fighting forest fires and the persistent, dedicated and professional
work of the forestry staff of the Group and Afocelca.
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Forestry Certification and Biodiversity Management

Thanks to committed work over several years, the Portucel Soporcel Group has obtained forestry
certification for more than 102 thousand hectares of woodlands in its management (of which around 74%
consists of eucalyptus plantations), under the Forest Stewardship Council (FSC) programme.

This achievement was a major landmark in 2007, allowing the Group to offer visible proof of responsible
woodlands management, in line with the demands of an international market where consumers are
revealing a growing preference for brands and products sourced from properly managed forests, certified
by credible entities, as well as strengthening the Group’s involvement with the community by adding value
to Portuguese products needed for forestry and industrial operations.

At the initial stage, the certificate awarded by the Soil Association/ Woodmark (SA-FM/COC-001785)
covers eucalyptus smallwood for production of paper pulp. This process has so far involved investment of
500 thousand euros, including initiatives for conservation of biodiversity. At the same time, the Group has
moved ahead with preparatory work for obtaining certification under PEFC (Programme for the
Endorsement of Forest Certification Schemes), with a view to completing this project during the first half
of 2008.

With a view to promoting certification in Portugal of non-industrial private woodlands, the Group has
continued with training and awareness raising programmes, through partnerships and cooperation
agreements with a number of associations of forestry producers.

Another major development in 2007 was the Group’s participation in the national FSC initiative, having
joined the new Association for Responsible Forest management, known as FSC Portugal, alongside with
other major players in the Portuguese forestry sector. In addition to developing a national standard, this
association will seek to achieve in Portugal the target of half a million hectares of certified woodlands by
2010.

In the field of biodiversity, a priority topic for the Group, a number of major projects have been
undertaken, including stepping up the partnership already established with the WWF (World Wide Fund
for Nature). In mid 2007, as part of this partnership, the WWF confirmed that approximately 48% of the
woodlands for which forestry certification has been obtained meets the requirements for classification as
Areas of Great Conservation Value in terms of landscape.

Biodiversity specialists also provided support on a number of projects with a view to nature conservation
in different areas of woodlands managed by the Portucel Soporcel Group. One initiative consisted on a
partnership between the Group and the Centro de Estudos de Avifauna Ibérica (CEAI), for protection of
the Bonelli eagle, a species classified as “endangered”.

In response to the worldwide challenge to halt the loss of biodiversity, the Group adopted the “Business
and Biodiversity” management philosophy, signing an agreement with the ICBN (Instituto da
Conservacéo da Natureza e da Biodiversidade) and jointed the Countdown 2010 Initiative organized by
the World Conservation Union.

Timber Supplies

In 2007, the Portucel Soporcel Group acquired approximately 4.1 million cubic metres of debarked timber,
of which 2.9 million (69.5%) was sourced from the Portuguese market, 867 thousand (20.5%) from its
own woodlands and 397 thousand (10%) from foreign markets.

The financial year of 2007 was marked by scarce supplies of raw material and intense competition on the
domestic market. This situation was due to a large extent to forest fires, especially those in 2005, as well
as those in 2003, the effects of which became more visible in 2007, when significant quantities would
have been ready for felling and were consequently not available to meet the industry’s needs. Dwindling
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stocks and the scarcity of eucalyptus in Portugal was exacerbated by continued growth in exports, up this
year to 1,300 thousand tons of timber.

Despite this situation, the Portucel Soporcel Group was able to maintain its share of the Portuguese
market, recording an increase of approximately 94 thousand cubic metres in relation to 2006, thanks to
huge financial efforts, with inevitable implications for profits. In addition to this investment, the Group
moved ahead with an active sales policy directed at forestry suppliers and producers, based on new ways
of working which reward the quality of timber and of the services provided.

Purchasing

The markets for certain raw materials were highly unstable over the course of 2007, due to the
appearance of new sources of demand related to alternative energy sources.

Certain products were also notably scarce, requiring additional efforts to find sources of supply and to
establish agreements capable of guaranteeing supplies for raw materials to production units.

The instability of the markets and growing demand worldwide caused an inevitable rise in prices in most
raw materials. In order to reduce dependency on institutional suppliers, which seek to take short term
advantage of market conditions, various steps were taken to obtain greater sustainability in procurement
and to streamline consumption.

In this field, the Group signed long term agreements with local suppliers to assure stability in the supply of
raw materials. New market alternatives were studied and negotiations conducted with suppliers, as well
as market studies to clarify purchasing policy for essential raw materials. In addition to these measures,
the Group expanded its logistical and storage capabilities, in order to assure more flexible solutions for
the supply of raw materials for geographically distant sources.

At the same time, cooperation was pursued between different production and maintenance sectors,
exploiting synergies within the Group, in order to standardize the material purchased at each unit and to
achieve joint negotiation of common products.

3.2.6.2 Environment
The target of eco-efficiency

In 2007, the Portucel Soporcel Group pursued a vast range of projects in the field of environmental
responsibility. These initiatives ranged from intensive use of renewable energies, to reuse of waste,
preservation of air quality and control of liquid effluents, amongst other measures.

Itis in the broad framework of the quest for eco-efficiency that the Group positions itself amongst the front
runners amongst other European and world paper manufacturers, as the Group is practically self-
sufficient in energy terms (generating approximately 90% of its power from a renewable source, forestry
biomass).

With a view to achieving “low carbon intensity” in its operations, the Group’s forest retained in 2007 more
than 7 million tons of carbon dioxide (equivalent CO2), more than 26 times the volume of emissions of
CO2 recorded over the year at the Group’s production plants and power generation facilities.

The Group has been consolidating its strategy to place the environment at the top of its management

priorities, through pro-active adoption of innovative practices and technologies capable of responding to
its environmental concerns.

Environmental Performance
The Portucel Soporcel Group’s plants recorded positive environmental performance in 2007, as reflected

in a number of indicators. These results are due to tight and rigorous control, combined with monitoring
and stability of production processes and the use of the best available techniques.
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In 2007, the Group consolidated and improved its environmental performance in various respects:

e Rational energy use, and in particular the use of renewable fuels;
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