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His distinctions include the Chilean citizenship granted to him by Law of the
Republic; his designation as Knight Commander of the Order of Saint Gregory the
Great granted by His Holiness John Paul Il and the Labour Merit Order granted by
the Italian government together with the title of “Knight of Labour.



The Board of Directors wishes to expressly state the deep sorrow that has affected all
those who form part of this Company due to the regrettable death of its Director, Mr.
Anacleto Angelini Fabbri, who passed away on August 28th, 2007. The board also wishes
to pay tribute and provide testimony and acknowledgement to the person who was a
true guide, leader and driver of the projects leading the Angelini Group of Companies to
develop, consolidate and reach the solvency and prestige it currently enjoys.

With the constant and unconditional support of his dear wife, Maria Noseda Zambra, Don
Anacleto succeeded in reaching his goals through his efforts, enthusiasm and intelligence
and, at the same time, his great simplicity.

We have no doubt whatsoever that Don Anacleto’s merits shown during his long journey
on earth, first in Italy, then in Eritrea, and finally in his dear Chilean land, let him enjoy a
deserved eternal rest.

The creation of companies and employment is among his fulfilled desires, which together
with an adequate education, he considered essential to foster development in Chile.

Don Anacleto arrived in Chile in 1948 after becoming aware of the opportunities offered
by this country and of the kind nature of its people. He immediately began with his
entrepreneurial activities, to which his brother Gino adhered two years later. Both
launched several businesses that led to create the corporate holding known today as the
Angelini Group of Companies.

Don Anacleto contributed all his talent and enterprising capacity to bring into reality his
thoughts about how the Chilean economic and social future should be: “Growth in this
country should be centered in the development of exporting industries.” Therefore, he
engaged in productive projects aimed at foreign markets. During the early 50’s, Don
Anacleto and his brother Gino made the fishing industry rise in places without any
infrastructure in terms of roads, ports, energy, utilities or qualified labour. The result of this
effort is an industry that supports the economy in the northern regions of the country.

His creative character motivated him to participate simultaneously in the forestry and
agricultural sectors. He began investing in plantations in the south of Chile, acquiring
afterwards Maderas Prensadas Cholguan, and initiating the development of pine plantations
and the construction of sawn wood and panel mills.

In the mid eighties, Don Anacleto’s vision induced him to take the control and begin the
transformation of Compaiia de Petréleos de Chile S.A. (today Empresas COPEC S.A)),a
company heavily indebted and garnished by creditor banks.

From the beginning, he appreciated COPEC’s true value. He always believed that it should
be “an engine pulling the wagon of the Chilean economy development.”

His great enterprising
and creative capacity
encouraged him to take
on the forestry and
agricultural activity.
During the 50’s he began
to invest in forestry
plantations and develop

this sector.

Don Anacleto arrived in Chile in 1948 after becoming
aware of the opportunities offered by this country and
the kind nature of its people.
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One of his main

achievements was

to contribute to the
improvement of
education in Chile. In this
regard, his creation of
Fundacién Educacional
Arauco was of vital

importance
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After some years, his wish of transforming Empresas COPEC and subsidiaries came true, among
them, ARAUCO, a company of great strategic and economic value that today enjoys the highest
listing valuation in Chile, for the benefit not only of its shareholders, but also of the entire
country.

We are proud to state that from the start of their administration, these companies have invested
over US$10 billion and today they are providing direct employment to approximately |5
thousand people and indirect employment to more than 40 thousand persons.

Don Anacleto also aspired to contribute to the improvement of education in Chile. For this
purpose he drove the creation of Fundacién Educacional Arauco, which has permanently
supported teaching improvement through innovative educational programs and constant training.
His support to university scholarships, particularly those granted through the Fundacion Juan
Pablo Il and his help to the “Belén Educa” schools of the Santiago Archbishop’s should also be
highlighted.

Convinced of the direct relationship between innovation and growth in the countries, Don
Anacleto also encouraged the creation of the Fundacion Copec-Pontificia Universidad Catdlica
de Chile, a pioneer initiative in Chile intended to develop and promote scientific technological
research related to the country’s natural resources.

Behind these achievements there was a persevering and austere personality, added to a strong
capacity to form work teams to which he transmitted his dedicated spirit and disposition. He
always kept this group of people by his side thanks to his warm and affectionate nature. He was
also especially concerned with knowing and discovering the needs and problems of his people
and was always willing to help. A most valuable example for these times.

In harmony with his way, his companies, executives and workers always had to show the lowest
profile in their tasks, both within the internal administration of the company and in their public
image. They should also be recognized and appreciated for honouring their word regardless of
the economic consequences involved.

Don Anacleto left a deep and inerasable imprint of values, principles and way of doing business,
which are indelibly engraved in those who are responsible for the continuation of his task.

One should always be prepared to leave the paths of this earth and proceed to rest in the arms
of the Good Lord. What else can a wise and prudent man wish than having seen his dreams
fully realized in this life and being reassured of having accomplished them when finally closing his
eyes!

For all we have mentioned here, we want to say that Don Anacleto’s legacy will never be
forgotten. The shareholders as well as those who are part of each of the companies of the
Angelini Group can rest assured that his memory will be a more than sufficient incentive to
continue to work without rest to preserve and safeguard his example of life and enterprising
Spirit.
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ARAUCO is one of the largest forestry
companies in Latin America in terms of
planted surface area and performance
of plantations, manufacturing of market
kraft woodpulp and production of sawn
timber and panels.

It is organized in four strategic business
areas: Forestry, Woodpulp, Sawn Timber
and Panels. Its board of directors is
appointed in accordance with the Chilean
law and is regulated by the Superinten-
dency of Securities and Insurance.

Under ARAUCO’s by-laws, the Board of
directors should be comprised of nine
members, who shall not be executives
of the company. The current Board of
Directors was appointed in September
2007.

The administration of ARAUCO is led by
the Chief Executive Office, to which the
areas of forestry, woodpulp, sawn timber,
panels, corporate affairs and marketing,
the new management for Argentina and
Brazil, finance, administration, human

Empresas Copec S.A.
Chilur S.A.

Cruchaga Montes Maria Raquel
Antarchile S.A.

resources, comptroller, projects, engi-
neering and construction report. The
managers of companies located abroad
report to a board of directors.

The organizational structure ensures im-
plementation of the economic, environ-
mental, occupational health and safety,
and social guidelines into the corporate
strategies of the company considering
the Company’s Vision of “Being a global
leader in sustainable forestry and forest
products development”

113,127,452
24,746
153
95
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Our balance for the 2007 fiscal year has
a special significance for us, as it coin-
cides with the celebration of the 40th
anniversary of our company.

To speak of our company is to remember
the example of a great entrepreneur:
Mr. Anacleto Angelini. With efforts and
vision, this man knew how to capitalize
each achievement and transform this
company into the most important
forestry business in Latin America that
is positioned among the top woodpulp
manufacturers in the world.

The road has not been free from
difficulties that have presented us with
enormous challenges. But we must be
proud, because we have assumed them
following our principles, the Vision that
governs us of “being a global leader in
sustainable forestry and forest products
development” and the supporting
commitments.

ARAUCO’s history is closely related
to the course of Chilean business and
the efforts made to develop potential
capabilities in the regions. ARAUCO
feels particularly united to the future of
those areas where it operates.
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Our vision is to be a global leader in sustainable

forestry and forest products development.

40 years ago, ARAUCO was just a project.
Today it is a large company that makes
possible the development of more than
35 thousand people and their families,
including direct and indirect workers.
We are a company that contributes to
the export efforts of the country with
sales over 3,500 million dollars, upon
which thousand of suppliers of products
and services rely. For this very reason,
all those who manage ARAUCO know
the great responsibility we have to
our employees, our shareholders, the
communities where we work and Chile.

Our consolidation lets us increasingly
contribute to the development of the
country, which we do following paths
that are clearly established, i.e. through
sustainable growth, investments, exports,
employment and a firm commitment to
education.

We want that not only our clients in the
approximately 70 countries reached by
our products speak of the excellence
that characterizes us, but also the
children and young people we have
helped during the last twenty years in
the Arauco, Constitucion and Cholguan
schools and through the remarkable
work performed by the Arauco
Educational Foundation in support of
municipal schools.

We are proud of being a Chilean company
that is projected to abroad and capable
of largely significant achievements,
such as being a part of the ten leading
forestry companies in the world.

ARAUCO has the power given by 40 years
of existence, a team of collaborators
with great capacity and prestige, a
large infrastructure and, what is most
important for us, the legacy of our
inspirer: Mr. Anacleto Angelini, who
left us the massive example of his
capacity, work spirit, honesty and great
modesty.

For all the above-stated reasons,
ARAUCO’s future can only be promissory
and full of successful expectations and
we will carry on with all our potential
and effort.

Sincerely yours,

José Tomas Guzman
Chairman of the Board of Directors

D Arauco Companies



Generated and Distributed
Resources in 2007
(2007 Sales: 3,576 million dollars)

Generated and Distributed
Resources in 2007
(2007 EBITDA: 1,360 million dollars)

Financial Lenders
13%

State
13% Re-investment

54%

Shareholders

20%

State Financial Lenders
% || 5%
Personnel Remuneration
7% [
Shareholders
8% Suppliers and Services
55%
Re-investment
20%
Sales 2,075 2,374 2,850 3,576
Operating Income 806 667 865 1008
Net income 590 438 619 696
EBITDA 982 894 1,123 1,360
CAPEX 735 910 733 803
Total Assets 6,296 7,093 7,815 8,634
Fixed Assets 4,785 5491 6,112 6,578
Equity 4,003 4,249 4,832 5414
Debt / Equity Leverage 32.70% 35.50% 33.40% 31.85%
Current Ratio 3.29 3.39 1.96 3.07
Markets (countries) 50 50 50 69
Sales Offices 8 8 8 9
Timberlands 1,261 1,346 1,410 1,478
Plantations 800 851 884 931
Native Forests 228 258 28I 296
Other Uses 233 237 245 251
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Consolidated Sales
Per Products (%)
(3,576 million dollars)
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Environment

Use of electric power 1,536 1,784 2,069
Generation of electric power 1,766 2,062 2,406
Emissions of greenhouse gases
Net approximate GHG Emissions -8.1 -9.3 -9.8
GHG emissions abated through biomass co-generation -0.481 -0.27™
Non-hazardous solid waste generated N.A. 449,651 463,091
Hazardous solid waste generated N.A. 15,457 3,959
MThis corresponds to abated emissions between 2003 and 2006
as certified by the Clean Development Mechanism (CDM) of the Kyoto Protocol.
2 Abated emissions in 2007

Occupational Safety And Health
Frequency Index!"! 1.7 1.2 10.0
Accidentality Rate (annual basis) 2.6 24 2.1
Loss Rate (annual basis) P! 61.9 6l.1 56.8
Training hours[4] MASSO N.A N.A. 399,360
U1 Frequency Index: Number of accidents with time lost per million man-hours.
P Accidentality Rate: N° of accidents with time lost per 100 workers.
Bl Loss rate: N° of days lost per 100 workers.
¥ Including environment
Collaborating companies 917 839 869
Workers and collaborators 36,920 34,119 35,888
Total training hours [l 282,000 415,562 526,503
1 The recording of training hours was modified in 2006.
Visits to production facilities 17,934 23,654 24,471
Programs and projects with the community 358 326 233
Districts | 21 29
Schools 8 440 470
Teachers 1,574 3,400 4,066
Students 36,903 68,000 71,268
Technical Medium Level 129 90 218
Professional-Technical Level 88 53 40
Undergraduate 357 262 296

N.A.: Not available



Forestry YES YES YES YES

Woodpulp NA

Arauco Mill YES YES 2008/2009 YES
Constitucion Mill YES YES 2008/2009 YES
Licancel Mill YES YES 2008/2009 YES
Valdivia Mill YES YES 2008/2009 YES
Nueva Aldea Mill YES 2008/2009  2008/2009

Sawn timber NA

12 Sawmills YES YES YES

5 Remanufacturing Mills 4YES 4YES 4YES

Laminated beams YES YES YES

Panels NA

Arauco Plywood YES YES YES

Nueva Aldea Plywood YES YES YES

MDF - Trupan (I and Il) YES YES YES

HB - Cholguan YES YES YES

Forestry YES YES

Woodpulp NA YES
Sawn timber NA

2 Sawmills YES YES YES
Remanufacturing Mill YES YES YES
Panels NA

Plywood — Zarate YES 2008 2008

MDF - Piray YES YES

Forestry 77% 42%

Sawn Timber NA

| Sawmill

Panels NA

Plywood - Curitiba YES YES
MDEF - Jaguariaiva YES YES YES YES

[1] Chile: CERTFOR; Brazil: FSC

[2] Chile: CERTFOR

[3] Brazil: ISO 1400 | /CERFLOR

[4] Uruguay: Plantations under development
NA: not applicable.
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As it is usual at the beginning of each
year, we are pleased to present our An-
nual Report where we describe our acti-
vities during the last fiscal year and our
commitment to sustainability and addi-
tion of value to our operations.

During 2007, we made significant steps
to consolidate our Chilean business in
all its fields. With the same drive, we
advanced in our efforts to extend the
company to international markets. In this
we have placed our greatest hopes of
growth in the medium and long term.

Within this process, we are placing
a renewed emphasis on ARAUCO's
COMMITMENTS with our surroundings,
our employees and our neighbours, our
clients and our shareholders. This is the
only way to understand the value added
to our production that leads us to aspire
to be a world reference in the sustainable
development of forestry products.

In terms of results, despite the impact
on our costs arising from the external
economic climate, we kept the opera-
ting efficiency that permitted us to show
sound numbers.



We maintain open and honest communications

with all stakeholders.

Last year ARAUCO’s operational consoli-
dated sales reached US$ 3,576 million,
which is 25.5% above that registered in
2006. This was mainly due to the growth
in incomes as a result of the better price
scenario faced by the woodpulp indus-
try and the fact that the Nueva Aldea
woodpulp mill successfully finished its
start-up process and joined the regular
operation of our assets. Added to the
foregoing is the capacity of the company
to re-place wood and panel products in
markets other than the United States
and partially overcome the construction
market crisis in said country.

Thus, in 2007 the net consolidated
profits amounted to US$ 696 million,
12% higher than the profits obtained in
the previous year.

Growth

During 2007 we ratified our firm
commitment to growth in Chile and other
countries, by investing US$ 720 million
during the fiscal year.

We signed a strategic alliance with
Stora Enso in October. This transaction
involved US$ 208 million and permitted
us to double our assets in Brazil through
our association with a world-class
company that shares our values.

This association opened large business
opportunities for us in a country with
a significant forestry growth potential.
It allowed both companies to increase
the value of our business by sharing

know-how and resulted in the acquisition
by ARAUCO of 30 thousand hectares
of plantations and one sawmill, and its
entry into the paper production business
in Brazil through the acquisition of 20%
share in the LWC plant in Arapoti with a
production capacity of 205 thousand
tons per year.

Additionally, the second production line
of plywood panels was started-up in
November in the Nueva Aldea Industrial
Forestry complex, which meant a total
investment of US$ 50 million, converting
ARAUCO into the most important panel
manufacturer in Latin America.

Environment

We also reached several achievements
in the environmental field, where we will
carry out investments of more than US$
170 million in 2008.

In the first place, we finished the
construction of the outfall from the
Constitucion woodpulp mill and made
an important step forward in the
construction of a conveyance pipe to
the sea in the Nueva Aldea mill, which is
expected to be operating in 2008.

Meanwhile, the woodpulp mill in San
José de la Mariquina submitted an
Environmental  Impact Study that
enhances ARAUCO's focus on best
available technologies by proposing
an innovative technological project,
the purpose of which is to improve the
effluent quality even more.

D Arauco Companies



©/Annual Report 2007

This project that will become an impor-
tant milestone in the worldwide woodpulp
industry, is being studied at the moment
by the COREMA of the Los Rios Region.
It explains the company’s commitment to
establishing own sustainability standards
that exceed the regulatory requirements
currently existing in the country.

Likewise, in January 2008, the new envi-
ronmental authority of the Los Rios Re-
gion authorized us to resume 100% of
the production and increase it from 440
to 550 thousand tons per year.

We became the first Chilean forestry
company to issue carbon bonds based
on forestry biomass in accordance with
the Kyoto Protocol’s Clean Development
Mechanism. This is the result of our po-
licy on an integral and efficient use of
plantations. Additionally, we signed a
Clean Production Agreement for the Pa-
nel and Board Industry, by adding the
Arauco panel mills. Thus, all our indus-
trial operations in Chile take part in the-
se initiatives driven by the Government
to encourage a sustainable development
in the forestry industry.

Along these lines, in November we sub-
mitted an Environmental Impact State-
ment to build a new electric power co-
generation plant in Horcones implying
an investment of US$ 73 million. This
operation will leave a surplus of energy
to be contributed to the central Intercon-
nected System, reducing greenhouse
gases emissions that will also be submi-
lled to the Kyoto Protocol as a new con-

tribution by ARAUCO to global warming
control.

However, not everything was positive.
Last June we had to shutdown the Lican-
cel woodpulp mill in the Maule Region for
a period of six months due to an ano-
maly in the start-up process, after the
annual maintenance period, that caused
an environmental incident in the Mata-
quito River. At that moment, the com-
pany decided not to re-start operations
until completion of its new treatment
system, which had been in construction
since 2006, adding the best available
technology and assuring an operation to
the full satisfaction of the environmental
authorities. As a company, we assumed
our responsibility and adopted the ne-
cessary measures to regularize the ope-
rations. Since January 2008, the mill is
operating with its new effluent treatment
system and a renewed commitment to
workers and the Licantén community
who helped us in this task.

Community and Education
Our goal in this matter will continue to be
the support of productive developments
in the communities adjacent to our ope-
rations to strengthen the value chain
around our industry. This also includes
our support to education, where we have
a long and successful experience.

More than 26 years ago, ARAUCO started
to support education in communities
located nearby our operations through
the creation of the Constitucion and
Arauco schools, and later, the Cholguan



school. The excellent results obtained by
these schools in national tests, such as
SIMCE and PSU, account for a work of
excellence in education that the company
has striven to foster at local level through
its Arauco Educational Foundation.

During 18 years of sustained work, the
Arauco Educational Foundation has wor-
ked in almost 30 districts supporting
the municipal education in 470 schools,
with the participation of more than 4
thousand teachers and educational
agents in their programs, and reaching
over 70 thousand students with a better
education.

This trajectory on education was recently
acknowledged by the Sociedad de Fo-
mento Fabril and the Confederacion de
la Produccién y el Comercio, who granted
ARAUCO the Educacién Empresa 2007
award at the Il Annual Gathering called
“Educacion Empresa Eneduc 2007.”

Finally, I would like to state that we feel
proud of our consolidated company, that
forms a community of more than 35
thousand people and their families, bet-
ween direct and indirect workers, with
an extended value chain at national and
international level, acknowledged and
respected in the world forestry industry,
with a privilege position in the deman-
ding international markets of woodpulp,

sawn timber and panels. Our products
reach clients in almost 70 countries,
with whom we have a fluent relationship
through a network of agents and com-
mercial offices in nine countries.

| wish to thank all those who have colla-
borated and worked hard in order to lead
us to our Vision of “Being a global leader
in sustainable forestry and forest pro-
ducts development.” This path demands
new challenges year by year to continue
to ADDING VALUE to the company and a
constant effort to improve the way we do
things in all the dimensions of our task
and in full compliance with ARAUCO’s
COMMITMENTS.

Matias Domeyko
Chief Executive Officer

D Arauco Companies
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Chile

* 722 thousand hectares
of plantations

* 5Wolldpolp mills
12 Sawnmills
* 4 Panel mills

* 6 Remanufacturing
mills

Venezuela

ARAUCO’s marketing strategy is centered
in a flexible industrial production system
that is responsive to demand, and a
commercial structure capable of analyzing
and quickly detecting the market's
changing requirements. All this, added to
a guarantee of creditworthiness over time
based on its vast forestry holdings and the
efficiency of its production facilities, has
led the company to privileged positions
in the demanding and competitive
international markets of woodpulp, timber,
and panels.

* 64 thousand hectares
of plantations

| Sawnmill

* 2 Panel mills

Uruguay

« 27 thousand hectares
of plantations

Argentina

* 119 thousand hectares
of plantations

* | Wolldpolp mill

* 2 Sawnmills

* | Remanufacturing

mill

* 2 Panel mills




South Africa

Within its constant expansion, in 2007
ARAUCO added a commercial office in
Colombia. Now the company is present
in 69 countries that are supported by a
sales organization structured in business
units capable to evaluate the different
marketing scenarios in an accurately and

knowledgeably fashion both locally and
internationally. ARAUCO has 9 commercial
offices distributed in different countries
around the world, which provide the
company’s customers with a close
and expeditious service according to

A Operating Commercial
Centers Offices
Argentina Argentina
Brazil Brazil
Chile Chile
Uruguay Colombia

Europe

ARAUCQO’s COMMITMENTS, ensuring that
the expected quality is received on time.

ARAUCO's  Logistic ~ Services  have
developed a streamlined system for
the transport, shipment, storage and
distribution of products that are exported
to their destination markets through
modern ports using high technology.

® Representatives

Australia
Japan Korea
Mexico China
Peru Philippines
USA & Canada India

Indonesia

o o "

=

Indonesia

® Taiwan

r;hillippines

Malaysia
Norway
South Africa
Tailand
Taiwan

Venezuela










Societary Structure
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Main Subsidiaries and Related Companies

Forestal Arauco S.A.

Established in 1969 as the forestry subsidiary of Industrias de Celulosa Arauco
S.A.Later,in 1989, itbecame the parentcompany of Arauco’s forestry subsidia-
ries. Its principal functionsareto coordinate the operatingactivitiesand define
the development policies of Forestal Celco S.A., Bosques Arauco S.A., Forestal
Valdivia S.A.y Forestal Cholguan S.A.

Aserraderos Arauco S.A.

Establishedin 1993.Its main functionsare the production and sale of sawn tim-
ber and manufactured products. At present it has 14 sawmills and 6 manufac-
turing mills

Paneles Arauco S.A.

EstablishedonNovember13,1986toproduceandsellRadiatapineplywoodand
otherwood panels. At presentitowns two plywood mills, two MDF board mills
and one HB board mill.

Industrias Forestales S.A.
(Argentina)
e K

EstablishedonDecember12,1996.Itscorporateobjectisto makeinvestments.
OnDecember27,1996itacquired the majority shareholdingin Alto ParandS.A.
andtodayitholds99.9% ofthesharesinsaid companyandinthecompanythat
indirectly grants it the control of Faplac S.A. and Flooring S.A.
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Chairman

Directors
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Rigoberto Rojo
Jorge Serén
Ricardo Schaffner

Victor Cubillos

Managing Director

Eduardo Rodriguez

Alto Parana S.A. (Argentina)

Established on September 8, 1975 and acquired in December 1996 by Arauco
through its subsidiary Industrias Forestales S.A. It is responsible for the pro-
ductionandcommercializationofall ARAUCO'sproducts.Atpresentithasone
woodpulpmill,twosawmills,twomanufacturingmills,oneMDF panelmilland
one particle board mill.

EstablishedonAugust 10,1965andacquired by AraucoinMarch 2005 through
the subsidiary Arauco do Brasil Ltda. It is responsible for the production and
marketing of MDF panels and particle boards. It currently has one MDF panel
mill and one particle board mill.

Arauco Educational Foundation

Fundacion Educacional Arauco, Fundar, was established on April 11, 1989 by
Celulosa Araucoy Constitucidon S.A. and subsidiaries in order to make a social
contributiontothecommunitiesinwhichtheyoperate.Therationalebehindthis
Foundationisthateducation,especiallyforyoungchildren,isapriorityissuein
a country’s development.

Investigaciones
Forestales Bioforest S.A.

Established in 1990 in order to perform applied research for maximizing the
production potential of ARAUCO's forest resources.
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Bosques Arauco S.A.

Forestal Celco S.A.

Forestal Cholguan S.A.
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Forestal Valdivia S.A.
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Forestal Los Lagos S.A.

Chairman Alvaro Saavedra

Directors José Rafael Campino
Charles Kimber
Jorge Serén

Robinson Tajmuch

Established in 1990 with the purpose of starting a plantation program of
Managing Director = Manuel Arriagada EucalyptusglobulussouthofthelLosRiosRegion.OnJanuary6,2005itbecame
a subsidiary of Forestal Valdivia S.A. and Forestal del Sur S.A. Today Forestal
Valdivia S.A.80% of Forestal Los Lagos S.A.and Forestal del Sur S.A.owns the
other 20%

Arauco Forest Brasil S.A.

Chairman Matias Domeyko

Directors Manuel Bezanilla
Franco Bozzalla
Cristian Infante

Alvaro Saavedra

‘ Former LD Forest Products S.A., this company was established on June 29,
1994 and acquired by ARAUCO in March 2005 through Arauco do Brasil Ltda.
Itisresponsiblefortheforestation,reforestation,managementandharvesting
of own forests located mainly in the state of Parana.

Managing Director | Pablo Mainardi

Servicios Logisticos Arauco S.A.

Chairman Jorge Garnham
Directors Franco Bozzalla
Charles Kimber
Antonio Luque

Alvaro Saavedra

Established in August 2001 out of the change of business of Portuaria Arauco
Managing Director | Alberto Walker S.A.Inaddition to portactivities, itisengaged in all logisticaspects related to
finished products from the moment they leave the industrial mills until their
delivery to end customers.

Compania Puerto de Coronel S.A.

Chairman Eduardo Hartwig
Directors Alvaro Brunet
José Cox

Enrique Elgueta
Alvaro Saavedra
Alberto Walker

Established in 1989 to build, operate and manage a cargo port in the Coronel
‘ Bay, Bio Bio Region.

Managing Director | Alberto Miranda
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Puerto Lirquén S.A.

Established in 1970 to continue to perform the port activities conducted
by Muelles y Bosques S.A. Its main business is to act as an operator in port
movements and stevedoring of ships at the Port of Lirquén, Bio Bio Region,
which it owns through its subsidiary Portuaria Lirquén S.A.

Arauco Generacion S.A.

This company began to operate in the energy sector in 1994 for purposes of
sellingtheelectricityproducedbasedonenergysurplusesfromwoodpulpmills.

Molduras Trupan S.A.

EstablishedonFebruary20,2004withthepurposeofmanufacturingandselling
MDF mouldings

Arauco Distribucion S.A.

Established on September 7, 1995 to distribute the products of Aserraderos
AraucoS.A.and Paneles AraucoS.A.inthe domestic market throughamodern
distribution center on the outskirts of Santiago.

Arauco Internacional S.A.

Established on September7,1989 as a subsidiary of Forestal Arauco Ltda. After
some restructuring, it became subsidiary of Celulosa Arauco y Constitucion
on October 16, 1992 in order to consolidate all of ARAUCO's international
companies.

©/Reporte Anual 2007

Chairman

Directors

Managing Director

Chairman

Directors

Managing Director

Chairman

Directors

Managing Director

Chairman

Directors

Managing Director

Chairman

Directors

Managing Director

Emilio Pellegrini

Juan Carlos Eyzaguirre
Gonzalo Garcia

Jaime Lea-Plaza

Matias Domeyko

Jorge Garnham

Juan Manuel Gutiérrez

Matias Domeyko
Hernan Arriagada
Jorge Garnham

José Vivanco

Carlos Rauld

Franco Bozzalla
Antonio Luque

Tito Jara

Gonzalo Etcheberry

Charles Kimber
Carlos Bianchi
Franco Bozzalla
Gianfranco Truffello
Francisco Figueroa

Antonio Luque

Cristian Larrain

Matias Domeyko
Juan Pablo Guzman
Robinson Tajmuch

Gianfranco Truffello

Robinson Tajmuch



Board of Directors |

Chairman

Directors

Management |

Charles Kimber
Carlos Bianchi
Franco Bozzalla
Francisco Figueroa
Juan Pablo Guzman
Antonio Luque
Alberto Walker

Managing Director

Board of Directors |

Erwin Kaufmann

Chairman

Directors

Management |

Charles Kimber
Franco Bozzalla

Antonio Luque

Managing Director

Board of Directors |

Andrés Vial

Chairman

Directors

Management

Matias Domeyko
Franco Bozzalla
Jorge Garnham
Charles Kimber
Ricardo Strauszer

Robinson Tajmucha

Managing Director

Board of Directors

Alfonso Valdés

Chairman

Directors

Management |
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Managing Director
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Juan Pablo Vaccaro

Chairman

Directors

Management |

Matias Domeyko
Carlos Bianchi
Franco Bozzalla
Antonio Luque
Robinson Tajmuch

Gianfranco Truffello

Managing Director

Enrique Bazan

Arauco Wood Products

Established on June 2, 1995 to operate in the American market selling all of
ARAUCO’s products.

Araucomex S.A. de C.V.

Established on September 1,2003, the purpose of thiscompany is to operatein
Mexico by selling Arauco’s full range of products.

Arauco Forest Products B.V.

Createdin December 1999toactasagentinthe European marketforthe sale of
woodandpanelproductsofthe ARAUCOgroup.AsofApril2003italsooperates
as woodpulp sales agent for the European market.

Arauco Colombia S.A

Created during 2007 and established on February 15, 2008 with the purpose
of selling the whole range of products of Aserraderos Arauco SA. and Paneles
Arauco SA. in the Colombian market.

Arauco Peru S.A.

Established on October 27, 1997 under the name Cholguan Lima S.A. with the
purposeofsellingCholgudnproductsinthePeruvianmarket.In2001itchanged
its corporate name to Arauco Peru S.A. and increased its supply of boards by
including products, such as Trupan, Araucoply and impregnated posts.
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Forestry Business



Forestry Resources

ARAUCO's  forestry  holdings  are
distributed in Chile, Argentina, Brazil and
Uruguay and today reach a total of 1.48
million hectares, of which 931 million
hectares are devoted to plantations, 302
thousand hectares to native forest and
244 thousand hectares to other uses.

Over 20% of these assets correspond
to native forest, which is protected
and preserved by ARAUCO under strict
controls based on scientific research
and cooperation with the community,
environmental ~ organizations  and
local authorities. Some parts of these
properties are managed as private parks
opened to the public or as Areas of High
Environmental Value and protected
areas devoted to the preservation of
biodiversity (see the corresponding
section under Environment) ADDING
VALUE to the Company and its
surroundings.

In 2007, the company’s forestry
production reached 15.3 million m® of
logs and 3.8 million m? of chips and fuel
wood. Another 7.6 million m* of logs and
chips were purchased from third parties.
From the total material available, 24.9

* Industrias de Celulosa Arauco S.A. established its By-laws and held the first meeting of its
board of directors in 1967. The woodpulp mill started operations in Arauco in 1972.

million m? were destined to the company’s
production of woodpulp, panels and sawn
timber and 1.8 million m* were sold to
third parties.

Investments in lands, plantations,
forestation and other acquisitions in
Chile, Argentina and Uruguay were also
made in the total amount of US$ 391.6
million. These investments included the
alliance signed with Stora Enso for the
purchase in Brazil of 80% of Stora Enso
Arapoti Emprendimentos Agricolas S.AA.,
which covers 50,000 hectares of land,
including 30,000 hectares of plantations,
mainly pine trees.

For the last 17 years, ARAUCO has been
developing its own biotechnological
studies in the search for state-of-the-
art procedures leading to improve the
quality, productivity and performance
of its plantations. For these purposes,
Bioforest, its scientific and technological
research center, conducts studies on
the genetics of forestry species, site
productivity, phytosanitary protection,
wood properties and biodiversity of
forestry assets.
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The most significant progresses in 2007
in this area were:

* Selection and generation of genetic
material for the establishment of
cloned Radiata pine plantations in
Chile.

* |dentification of the agent causing the
defoliation detected in Radiata pine
plantations.

 Development of the forestry activity
in order to validate the weed control
strategy both for Radiata pine trees
and eucalyptus.

* Establishing initial data to increase
productivity of adult Radiata pine
plantations.

Additionally, in 2007 the Ecosystemic
Management Division started operations
aimed at developing scientific data to
support the sustainable management
of plantations and permit to quantify the
effect on the ecosystem of the company’s
different forestry activities. Bioforest
began to look for data to quantify the
quality and quantity of water in ARAUCO’s
forestry resources (see Environment).

On the commercial side, Arauco Trading
was created five years ago in order

to contribute to the optimization and
enhancement of the market for the
sale of logs and purchase of timber
in Chile. Its duties include the sale of
logs to small and medium producers,
transfer of technologies and trading
of its products in ARAUCO's markets,
as well as channelling raw materials to
ARAUCO’s industrial processes. Arauco
Trading created a network that has
improved its competitive edge over time
and has resulted in a sustained access
to new markets, technologies and raw
materials, while successfully joining the
Company'’s value chain.

In compliance  with ~ ARAUCO's
COMMITMENTS, all forestry operations
of the Company apply a sustainable
forestry management policy emphasizing
the safety of the workers who execute
forestry and harvesting tasks (see
Financial Indicators). In support of
this work, the Human Resources area
implemented new training programs to
reinforce the risk management teams
and strengthen occupational safety
and health issues with collaborating
companies (see Occupational Safety and
Health and Human Resources).

* The constitutional deed signed in December 1968 that established the creation of Celulosa
Constitucion was approved by the board of the Corporation for Development for purposes
of building and operating a woodpulp mill in Constitucién. This mill was commissioned in
September 1976.










Woodpulp Business



ARAUCO has an annual production
capacity of over three million tons of
woodpulp, which places the company as
one of the main producers in the world.
The company has six production mills,
five in Chile and one in Argentina:

All of the woodpulp produced by ARAUCO
is based on wood from plantations.

The Alto Parana mills in Argentina is
supplied with Taeda pine wood while
the mills located in Chile are supplied
with Radiata pine and eucalyptus
wood. All mill have an efficient wood
control system that forewarns of any
unknown and illegal wood origin and so
prevents the use of raw material from
controversial sources.

Licancel Chile Radiata pine 1SO 9001 ARAUCO BKP 140 thousand
Maule Region and eucalyptus ISO 14001 ARAUCO EKP metric tons of bleached
Kraft bleached Chain of Custody eucalyptus and/or
ECF CERTFOR (PEFC) pine woodpulp
Constitucién Chile Raw Radiata pine 1SO 9001 Celco UKP 355 thousand metric
Maule Region Kraft woodpulp 1SO 14001 tons of unbleached pine
Chain of Custody woodpulp
CERTFOR (PEFC)
Nueva Aldea Chile Bleached Radiata pine 1SO 9001 ARAUCO BKP 856 thousand metric
Bio Bio Region and eucalyptus Kraft (Pending Certification) ARAUCO EKP tons of bleached pine
ECF I1SO 14001 and/or eucalyptus woodpulp
(Pending Certification) Chain of Custody CERTFOR
(PEFC)
Arauco Chile Bleached Radiata pine 1SO 9001 ARAUCO BKP 790 thousand metric tons
Bio Bio Region and eucalyptus Kraft I1SO 14001 ARAUCO EKP (500 thousand of bleached
ECE Chain of Custody pine woodpulp and 290 of
CERTFOR (PEFC) eucalyptus).
Valdivia Chile Bleached Radiata pine 1SO 9001 ARAUCO BKP 550 thousand metric tons
Los Rios Region and eucalyptus Kraft ECF I1SO 14001 ARAUCO EKP of bleached pine and/or
Chain of Custody eucalyptus woodpulp.
CERTFOR (PEFC)
Alto Parana Argentina Bleached Taeda 1SO 9001 Alto Parana BKP 350 thousand metric tons
Province of Misiones pine Kraft ECF 1SO 14001 Alto Parand Fluff (250 thousand of bleached

Taeda pine Fluff

pine woodpulp and 100
thousand of Fluff woodpulp).

* At the end of the 70's, Compafifa de Petrdleos de Chile, Copec S.A, acquired Industrias de
Celulosa Arauco S.A. (1977) and Celulosa Constitucién S.A. (1979), and the corporate name
was changed to Celulosa Arauco y Constitucion S.A.
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Bleached woodpulp is mainly used as
raw material in the manufacture of
printing and writing papers, as well as
in the manufacture of sanitary papers
and high-quality wrapping papers. The
unbleached woodpulp, in turn, is used in
the manufacture of packing materials,
filters, fibrocement, dielectric papers,
etc. The Fluff woodpulp, on its part, is
produced by the Alto Parana mill and
is used in the manufacture of diapers
and feminine care products.

The woodpulp produced by ARAUCO
is traded in over 50 countries and
is acknowledged by its excellent
and stable technical characteristics
and logistic capacity to respond to
their requirements. During 2007,

Asia
54%

the company celebrated 30 years
of presence in the Chinese market,
which represents more than 28% of
ARAUCO’s exports.

In commercial terms, 2007 was a
very positive year for the international
woodpulp market. The price was high as
a consequence of the strong demand
from Asian countries and due to several
problems affecting other suppliers. This
favourable situation permitted to place
the entire production of the different
mills with no difficulty and keep very low
stock levels, both in Chile and abroad.

According to ARAUCO’s COMMITMENTS,
the Company is continuously introducing
the best technologies available into the
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woodpulp production. The new effluent
treatment systems in the Constitucion
and Licancel mills, the progresses in
the outfall of the Nueva Aldea mill and
the better odour control systems at the
Constitucion, Licancel, Arauco and Alto
Parand mills, have allowed to comply
with international standards that are
more stringent than the regulations
imposed in each country where the
company operates (see Environmental
Balance in this Report).

Likewise, the high operation efficiency
reached by the woodpulp mills, the
optimal performance of the Valdivia
mill and the consolidation of operations
at the new Nueva Aldea mill, after it
had started up to the full satisfaction
of all interested parties, evidence the
professional level used in addressing
projects from the production and
economic point of view as well as

from the social and environmental
perspective.

However, in spite of this progress,
the operational success in this area
was blemished by the environmental
problems experienced at the Licancel
mill, which forced its shutdown for
approximately six months. This situation
demanded a great effort to solve
operating problems, give timely and
effective answers to the authorities
and the community and rectify the
impacts generated downstream, in
order to restart operations as soon as
possible and continue ADDING VALUE
to the region. The lower production of
this plant, together with the continued
production restriction imposed on the
Valdivia mill, implied a reduction of
200,000 tons in sales during the fiscal
year.

* The Constitucion School was established as an educational alternative for the Constitucidn
woodpulp mill's area of influence. This school started teaching in 1981.
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Sawn Timber Business

Sawn
Timber
Business



Decofaz, Hilam, MSD, Masterplac and
Truchoice, are ARAUCO’s trademarks
lying behind a wide variety of sawn
timber and manufactured products that
are correctly specified and classified
according to regulations, and are aimed
at multiple uses with different finishing
and appearance degrees. These
characteristics, added to the fact that the
wood comes from sustainably managed
forests, capable of ensuring a consistent
supply in terms of quality and volume,
are some of the advantages that have
permitted ARAUCO to place its products
in highly demanding markets.

The main sawn timber products are
allocated to the industry of furniture
and construction (structural wood,
impregnated wood, partition walls and
fences) and packing markets. Timber is
also used in mouldings, glued panels and
laminated products.

On the other hand, the main
remanufactured products are painted
and non-painted finger-joint and solid
mouldings, which are used as base,
casings, jambs, crowns, etc, in houses
and buildings finishings.

2007 was a year of consolidation in
the sawn timber business. Production

* The Arauco School was established as an educational alternative for the Arauco woodpulp

mill's area of influence.
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indicators of sawmills improved, leading
to the rationalization of the production
system. The sales mix was also enhanced
with the introduction of optimization
models that permitted to aim production
at more attractive markets and/or
products.

The Coronel sawmill started up in March
in the facilities purchased from Norwood
in 2006. The facilities were improved and
their technology modified. The process
of introducing technology into the
different mills will continue during 2008.
The first step into the sawmill business
in Brazil was made in November with the
acquisition from Stora Enso of the Arapoti
sawmill located in the State of Parana,
which operates in two shifts and has a

Sales of Sawn Timber per
Market (%)
(770 million dollars)

Central and South America
13%

Africa and the Middle East
16% |

Asia and the Australian
continent

18%

production capacity of 250 thousand m?/
year. Such investment permitted ARAUCO
to enter a market with a high demand
capacity for forestry products, such as
Brazil, although a special marketing
effort is required there to increase the
consumption of pine wood.

With this new unit, ARAUCOiis consolidating
its position as main wood manufacturer
in the Southern hemisphere, with a total
production capacity of 3.6 m*/year: 463
thousand m3/year of remanufactured
products, 11.2 m?/year of laminated
beams and a drying capacity of 2.8 m*/
year.

The real estate market crisis in the
United States obliged the company to

North America

48%

definitely close the La Araucana sawmill
as well as the drying and dressing
processes at the Escuadron sawmill and
the Lomas Coloradas remanufacturing
mill. It was also necessary to reduce
shifts at the Horcones remanufacturing
mill. In compliance with ARAUCO’s
COMMITMENTS, a special consideration
was given to employees who became
unemployed in these plants, by
establishing mechanisms for their
relocation in other facilities of the
company, thereby reducing the labour
impact of the US crisis. An important
part of the production had to be placed
in other markets, especially Asia and
the Middle East, in order to avoid more
staff adjustments in these facilities and
economic performance impacts on the
sawn timber business.

The constant concern for environmental
aspects as well as safety and quality
was evidenced in the continuation of
certifications, such as 150 14001,
CERTFOR (chain of custody), OHSAS
18001 and ISO 9001, which provide
the products with a differentiating
characteristic and a  competitive
advantage (see Indicators in this
Report).

Likewise, during 2007, a new drive was
given to the Operational Excellence
Program, which has become a means for
continuous improvement and has been
adopted as a standard in the search for
management improvement and training
of the workers and collaborators involved
in the woodpulp and panel business lines
(see Human Resources).
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Panels Business

Araucoply, Trupan, Cholguan, Faplac and
Truchoice are the trademarks that have
positioned ARAUCO in the markets of
plywood panels, MDF (Medium Density
Fibreboard) panels, HB (Hardboard)
panels, particle boards and mouldings,
as a reliable supplier for the furniture,
decoration and construction industries.

Panel Production
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These products are manufactured in four
plants located in Chile, two in Argentina
and two in Brazil (see ARAUCO in the
World). When the second plywood line
was started up in the Nueva Aldea
plant, at the end of 2007, a total annual
production capacity of 2.6 million m3 was
reached: 805 thousand m3 of plywood

2006 2007

* The project for the construction of a second woodpulp production line at Arauco was
approved in 1987. It was called Arauco Project Il and was started-up in 1991.

panels, 1.13 million m3 of MDF 560
thousand m3 of particle boards, and
60 thousand m3 of hardboard panels.
This new plywood panel production
line represented an investment of
approximately US$ 50 million and a
contribution to ARAUCO’s production
capacity in the panel business with
an increase of 10% regarding 2006.
It also placed ARAUCO as the largest
manufacturer of panels in Latin America,
number three in the world production of
plywood panels and number six in the
world production of MDF

Additionally, the company has the Alto
Parana Chemical Division in Argentina.
This plant is devoted to the production
of resins for panels and supplies both
the mills owned by ARAUCO and the
Argentinean market. ARAUCO also
manufactures resins and impregnated
papers since 2005 in Brazil through a
joint venture with Dynea.

From the commercial point of view, 2007
was marked by an increase in the demand
in virtually all markets. In Europe, the
reinforced tendency to privilege products
with a sustainable forestry management
certification favoured the demand for the
entire range of ARAUCO’s products. In
the United States, the strong contraction
of the real estate sector affected the
sale of MDF mouldings; however this
was offset by the strong increase in the




demand for MDF boards in Latin America.
In the case of ARAUCO’s plywood panels,
the demand benefited from a decrease
in the supply from other manufacturers
and by the highly diversified applications
of these products that are not related to
the construction sector.

True to the ARAUCO’s COMMITMENTS,
the panel business makes a special effort
to be reassured that its products are
manufactured out of raw materials coming
from sustainably managed forests. On the
one hand, this is possible thanks to the
use of own raw materials mainly and the
traceability of the products back to their
origin through certified chains of custody
in all its plants in Chile and in the majority
of its plants abroad (see Indicators in this
Report).

Following the certification of all Chilean
plants with 1SO 14001 and OHSAS 18001,
the Brazilian Jaguariaiva and Curitiba
panel mills were also certified during
2007. According to schedule, the plant
of particle boards located in Zarate,
Argentina, will be certified in 2008, thus
all plants in this business unit will have
integrated management systems in terms
of environment and occupational health
and safety. This has led to accidentality
rates that are generally acknowledged in
Chile, and has permitted to plan the same
progress for the operations abroad (see
Distinctions in this Report).

Additionally, a Clean Production Agreement
was entered into during 2007 in the area
of panels and plates in Chile, covering
seven companies and 16 plants and
committing the company to reach many
goals and targets for the next two years.

Once all the corresponding environmental
authorizations are obtained, and if the
economic and market variables are
favourable, a new MDF panel mill located

Sales of Panels per Market (%)

(854 million dollars)

Europe
9%

Rest of America

36%

in the District of Paillaco, Los Rios Region,
Chile, will be submitted to the decision of
the Board. This project is in the process
of environmental assessment by the
authorities. It considers an investment
of US$ 210 million and envisages a MDF
plant with an annual capacity of 500
thousand m?, a resin plant, and an electric
power cogeneration plant of up to 40 MW,
the surplus of which will be injected into
the Central Interconnected System (CIS).

Brazil

29%

USA & Canada

23%
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We promote the sustainable use of the natural
resources in our surroundings.







Environment

ARAUCO’s  COMMITMENTS  especially
emphasize the continuous improvement
of management in the areas of
plantations,industrial processes, logistics
and trading in Chile, Argentina, Brazil and
Uruguay. Along these lines, more than two
decades ago the company progressively
started to adopt good practices, values
and commitments in order to introduce
the concept of sustainability in its
management strategy.

At present, all production units have
management systems that encourage
commitmenttopreventionand continuous
improvement of the environmental
performance and ensuring traceability

of raw materials back to their origin.

Additionally, since 1999 ARAUCO has
taken part in the Clean Production
Agreements driven by the Chilean
Government. Also in Argentina, the
company has promoted environmental
agreements for the woodpulp area with
the Argentinean Government, which
were signed during the fiscal year
involving investments in environmental
improvements to be implemented during
2007 and 2008.

The company has a corporate
area devoted to the environmental
management, proposing policies and

Continuous upkeep and improvement of the Environment Management System,

ensuring compliance  with  defined
standards and guidelines, giving advice
and providing transversal support to
the different business units. These,
in turn, have professional teams of
experts managing the environmental
risks associated to the fulfilment of the
environmental regulations applicable to
their operations.

The environmental area established
the following environmental objectives
and goals for 2007 and reached the
compliance levels stated below:

extending its coverage to all productive facilities in Chile and abroad. 100%
Development of corporate guidelines to manage specific environmental aspects. 100%
Execution of periodic audit programs to update the inventory of environmental risks. 100%
Commissioning of a treatment system for the Constitucion woodpulp mill effluents. 100%

Execution of a Closure and Recovery Plan for Aggregate Pits in Traiguén lands.

In development process

Improvement of the Effluent Treatment System at the Licancel woodpulp plant. 100%
Improvement plan for the management of chemical inputs and fuels at the Horcones

Forestry-Industrial Complex (FIC). 100%
Continued implementation of the effluent transport and ocean discharge system

for the Nueva Aldea FIC. 80%
Execution of the necessary research to develop the Environmental Impact Study for

the project on transport and ocean discharge of the Valdivia woodpulp mill effluents 30%

* In 1989, the Municipal School F-135 was the base for a non-profit entity called “Private

Corporation of Social Development in Cholgudn” for purposes of raising the academic
standards in the educational centre that was closest to the operations in the Yungay district.




The following environmental objectives
have been established for 2008:

* To draw up ARAUCO’S Environmental
and Occupational Safety and Health
Management Standards and inform
them to the organization in 2009.

* To develop support guidelines for the
implementation of the EOSH Manage-
ment Standards.

* To complete the construction and
begin operation of the transport and
submarine discharge system for the
Nueva Aldea FIC effluents.

* To continue with the research required
to develop the environmental impact
study on the project of a transport and
submarine discharge system for the
Valdivia woodpulp mill effluents.

* To build a state-of-the-art industrial
landfill for non-hazardous industrial
waste from the Horcones FIC.

* To establish a Management Committee
in charge of Parks and Conservation
Areas to ensure that they are used
according to environmental and social
purposes.

* To develop a baseline study on the
conservation condition of the wetlands
in the Argentinean forestry lands.

* To conduct more in-depth studies of
forests with High Conservation Value
in Argentina.

* To improve the management of liquid
industrial residues in Argentina.

* To complete environmental inves-
tments committed in clean production
agreement for woodpulp in Argentina.

* To finish baseline study in the Parana
River in Argentina.

* To conduct a satellite study of soil use
in Argentinean lands.

Environmental Investments
in the Woodpulp Area
(44 million dollars)

Environmental Investments

During 2007,  ARAUCO made
environmental investments in the amount
of US$ 44 million in the woodpulp
business in order to continue to add
the best available technologies to its
production processes. The graph below
shows the allocation of this investment.

Process improvement

Control of air emissions

31 %

Effluent
treatment

18 %

6%

Odour control

10%

Water management

11%

Management of residues

24%
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Projects submitted to the
Environmental Impact
Assessment System

During 2007, 11 environmental impact
studies and statements were prepared
and submitted for evaluation in Chile.
The table below shows their progress:

Increase of production capacity at the Nueva Aldea plywood mill EIA approved
Construction and operation of a new landfill at the Horcones FIC EIA approved
Closure and environmental recovery plan of aggregate pits in Traiguén lands EIA approved
Improvement of effluent treatment plant at the Trupan mill EIA approved
Management of by-products in the Arauco woodpulp mill EIA pending assessment
Power boiler 4 and TG 6 EIA pending assessment
Improvement of effluent quality and new spillway at the Valdivia Mill EIS pending assessment
Replacement of emergency dump pond by two dump ponds at the Valdivia mill. EIS pending assessment
Improvement of the effluent treatment system at the Cholguan mill EIS pending assessment
MDF panel mill in Paillaco EIS pending assessment

* The Arauco Educational Foundation was created in 1989 for purposes of contributing to
the improvement of quality in municipal education. Its first action was to provide technical
specialized support and economic resources for operation and infrastructure to the municipal
school of the town of Putd, in the interior of Constitucién.




Research

As part of its environmental management
activities, ARAUCO conducts a number
of scientific research studies with the
following objectives:

* Learn about the ecosystems in the lo-
cations where its operations are exe-
cuted in order to reduce its potential
environmental impact.

* Contribute to the public domain of
scientific knowledge about ecosys-
tems.

To this end, the company develops two
kinds of research actions:

* Research programs that are obligatory
under the current environmental regula-
tions. These programs are related to the
environmental monitoring required by
Environmental Assessment Resolutions.
Ocean monitoring programs are conduc-
ted by a group of universities.

Voluntary research programs based on
own initiatives or in agreement with other
users of the ecosystem.

Research Programs

The development of research programs
continued during 2007 in relation to the
environment where ARAUCO carries out
its activities. In this regard, research and
innovation programs are executed both
with local and international universities,
such as:

Pontificia Universidad
Catolica de Chile - CASEB

“Spatial and temporal variability in the
nutritional physiology of the Cygnus
melancoryphus”.

“Design of mesocosmos for the study
of the impact of the Celulosa ARAUCO
effluent”

“Spatial-temporal variability in the use
of the habitat by the black-necked
swan in the Rio Cruces wetlands”
“Monitoring Plan of Egeria densa (“Lu-
checillo”) at the Carlos Anwandter Na-
ture Sanctuary”

“Plan for monitoring metals in sedi-
ments and surface waters of areas
adjacent to the emission point of the
Valdivia woodpulp plant”

Marine Excellence Research
Program

* Ecological studies of populations and

communities inhabiting the continen-

tal platform of the Nueva Aldea FCl's
area of influence

Studies of the physical and chemical

oceanography in the continental pla-

tform with special emphasis on the mi-

cro, meso and macro processes that

may affect the transport, dispersion
and dilution in the ocean of the Nueva

Aldea mill effluents.

* Biological and technological studies on
species of high commercial value for
the fishermen in the area of influence
of the Nueva Aldea project.

Some of the results of said research programs
will be available in the following publications:

» M.C. Norambuena and F. Bocinovic 2007, “Health
and nutritional status of two black-necked swan
(Cygnus melancoryphus) populations from
Southern Chile: diet quality”, Journal of Zoo and
Wildlife Medicine (under review).

» M.C. Norambuena and F. Bocinovic 2007, “Health
and nutritional status of two black-necked swan
(Cygnus melancoryphus) populations from
Southern Chile: effect on sediment consumption”,
Journal of Zoo and Wildlife Medicine (under
review).

» M.C. Norambuena and F. Bocinovic 2007, “Effect

of emanation on iron homeostasis in black necked

swans (Cygnus melancoryphus),” Journal of Zoo
and Wildlife Medicine (under review).

Palma A.Y,, M.G. Silva, C.A. Mufioz, C. Cartes y EM.

Jaksic 2008, “Effect of prolonged exposition to

pulp mill effluents on the invasive aquatic plant

Egeria densa and other primary producers: a

masocosm approach.” Environmental Toxicology

and Chemistry 27: 387-396 (2009).

Inostroza, P, Quifiones, R.A., Gonzalez R.R., &

E. Bay-Schmidt 2008, Anaerobic and aerobic

enzymatic activity during the ortogeny of Tisbe

longicornis at different incubation temperatures.

Crustaceana (under review).

Leonardi, M., Vera, J. & E. Tarifefio 2008, Diseases

of the Chilean flounder, Paralichthys adspersus

(Steindachner, 1867), as bioindicators of marine

coastal pollution nearby the ltata River (Chile).

Part I: In situ damages. Archives of Environmental

Contamination and Toxicology (under review).

Llanos-Rivera, A., Castro L.R., Silvia, J., & E.

Bay-Schmidt 2008. A pelagic fish development

as toxicity test for off-the-coast waste

water discharges. Bulletin of Environmental

Contamination and Toxicology (under review).

Torrente, A., Quifiones, R.A., Miranda-Urbina,

D.A., & F. Echavarria 2008, South American

sea lion (Otaria flavescens) and Spiny dogfish

(Squalus acanthias) predation on artisan catches

of southern hake (Merluccius australis) off Chile

Fisheries Research, in print.

.
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Environmental Balance

In its manufacturing processes, ARAUCO
uses wood from own and third parties’
plantations, water and chemical inputs,
and supplies itself with electric power
generated from biomass.

According to ARAUCO COMMITMENTS,
the company’s plantations are managed
in a sustainable way and the industrial
units have a chain of custody that is
certified in all its plants in Chile and in the
majority of its plants outside the country
(see Indicators in this Report).

Additionally,  ARAUCO  makes a
progressively efficient use of the
majority of its production inputs and
raw materials, resulting in a continuous
reduction of the amount of inputs and
residues per production unit.

©/Annual Report 2007

Wood

The wood comes from own plantations
and from more than 3,000 small and
medium-size forestry producers. It
is the raw material for the integrated
production system used by ARAUCO in
the production of woodpulp and wood
products. Once harvested, logs are cut,
selected and allocated according to their
characteristics to the sawn timber plants,
remanufacturing plants or the panel
and woodpulp mills. Additionally, around
one third of the raw materials used in
the production of long fibre woodpulp
comes from by-products of the wood
industry generated by third parties’
forestry plants that add value to these
by-products instead of sending them to
landfills.

Wood Consumption
(million m?)

18.2
2004

30

25

20

222
| I

2005

This way, the by-products (barks,
shavings, trimmings and sawdust)
generated in each process are optimized
inside the industrial complexes and
destined to the production of other
industrial products (particle boards,
for instance) or used as fuel for the
generation of power, resulting in the full
use of the wood. During 2007, ARAUCO
used 24.9 million cubic meters of wood
in its own industrial plant and sold near
two million to third parties’ facilities for
their processing and marketing.

2006 2007



Input Inputs Used in the Production ® Woodpulp Production (ADt) ~ Oxygen (kg/ADt)

. . of Woodpulp B Sulphuric Acid (kg/ADt) W Hydrogen Peroxide (kg/ADt)
;hihim}gr :?ttl(;:ofe\!:?gp:g;:rs;se lrl]lglr:r? B Sodium Chlorate (kg/ADt) Soda (kg/ADt)
from the woodpulp fibre and in the 150%
bleached woodpulp production process,
where they are used for the elementary 140%

chlorine free (ECF) bleaching process.
Inputs are also needed in the treatment

130%

of effluents and other uses. The tables

below show the variation in the use of /
120%

the most relevant inputs employed in
the production of woodpulp in Chile and //
Argentina during the last four years, when 1o%

the production of woodpulp increased by
more than 40%. s

90% N

80%
70%
Sulphuric Acid (kg/ADt) 17,11
Oxygen (kg/ADt) -0.25
Soda (kg/ADt) -27.03 60%
Sodium Chlorate (kg/ADY) 7.15 2004 2005 2005 2007
Hydrogen Peroxide (kg/ADt) 13.50

Index 2004 = 100.0%
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Woater

ARAUCO is aware that water is an essential
resource for life and many productive
processes and that there are threats
that endanger its quality and future
availability. Besides, water is an essential
resource in the production of woodpulp,
although it is a secondary input in the
other business units of the company.
Thus, ARAUCO applies a systemic
approach to this resource in order to
prioritize an efficient and environmentally
friendly use. Consequently, the company
has especially emphasized a progressive
reduction of the use of water in its
production processes and the permanent
optimization of its treatment. For this
purpose, the company has adopted the
best technologies available to promote
constant reductions of water consumption
per produced unit and to purify, re-use
and re-circulate wastewater as much as
possible.

The different facilities obtain water for
their industrial processes mainly from

Environment

rivers or underground waters and
recycle and re-circulate a portion of
this resource whenever possible, while
minimizing losses in each process.

The advances experienced by the
woodpulp industry and the addition
of new technologies to the processes
have permitted to progressively and
considerably reduce the use of water in
the last decade. A shift has taken place
from a consumption of 200 cubic meters
per ton of woodpulp at the end of the
seventies to current figures reaching 30
to 40 cubic meters per produced ton. In
the case of ARAUCO, it has reduced the
average use of water in the production
of woodpulp by 13.6% over the last 4
years, while the total production has
increased by more than 40%.

Any water that is not reintroduced into
the processes is clarified in effluent
treatment plants and then discharged
to receiving bodies in compliance with all
pertinent regulations.

* Bioforest S.A, the forestry research company, was established in [990.
* In the 90's, ARAUCO made important investments intended to begin new businesses. The
starting milestone was the establishment of Aserraderos Arauco S.A.in 1993.




ARAUCO conducts a strict on-line

monitoring and follow-up programs
of its effluents, measuring the
concentration and behaviour of the
different parameters of environmental
interest. The continuous monitoring
of the effluent treatment systems, on-
line measurements at the discharge
points and areas of effluent influence,
third parties’ follow-up and audits,
plus agreements on environmental
surveillance with interested parties
downstream of the industrial plants lead
to keep a permanent control of the quality
of the effluents from the company’s

Use of Water in the Production

different industrial processes, minimizing
risks and timely informing the community
and authorities of any evolution that may
be of interest for them.

The information gathered by these
systems, as well as that coming from air
emission control systems and solid waste
management, permit ARAUCO to obtain
reliable data on significant environmental
aspects. Said data are then introduced
into the company’s integral management
processes that are carried out by the
different areas ensuring sustainability of
the business.

B Woodpllp Production (ADt)

of Woodpulp B Water (m3/ADt)
1.6
1.4 P2
—
12 ~
/
1.0 e
0.8 \
0.6
0.4
0.2
0.0
2004 2005 2006 2007

Index 2004 = 1.0
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Energy

The energy used by ARAUCOiis generated
by power boilers that, generally, are fed
with biomass from forestry by-products
and residues from the wood industry,
and by recovery boilers fed with black
liquor as well as biomass. The vapour
of these boilers feeds turbines that
generate electric power to supply the
industrial facilities. Subject to own
requirements, the surplus is exported
to the Central Interconnected System
(CIS), which distributes electric power in
the Centre and South of Chile. ARAUCO
also purchases a portion of power from
third parties, mainly from the SIC and

uses oil and natural gas to support
some boilers.

In Chile, ARAUCO has six cogeneration
plants with an installed capacity of 538
MW and a surplus capacity to inject the
CIS amounting to 130 MW, representing
a power equivalent to that required
simultaneously by cities, such as Talca,
Chillan and Valdivia. During 2007, a
total of 2,406 GWh was generated
in said plants and 245 GWh were
purchased from third parties, 2,069
GWh were used in ARAUCO’s production
processes and 582 GWh were injected
to the CIS.

Self Generated 1,766 2,062 2,406
Used 1,536 1,784 2,069
Supplied by third parties 177 198 245
Exported (sold to the CIS) 407 476 582
Supplied Used Exported
Self Generated

Supplied + Self Generated = Used + Exported

* The subsidiary Arauco Generacidn S.A. was established in 1994 in order to produce and

sell electric energy within the Arauco and Constitucién woodpulp plants. Power self-
generation started soon after that and its surpluses could even be contributed to the Central

Interconnected System.
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This generation capacity enables a
full use of the wood, allocating a great
amount of biomass residues, both
purchased by ARAUCO from other
forestry producers and industries and
coming from the company’s own plants,
to the generation of energy instead of
sending them to industrial landfills. This
represents a positive externality from
the environmental point of view.

Additionally, the available net energy
surplus based on biomass and neutral
CO2 emissions is injected to the CIS,
thereby contributing to reduce emissions
of greenhouse effect gas and control
global warming, another positive
environmental externality of ARAUCO. On
the other hand, this capacity to contribute
with energy to the national grid can help
the country’s energetic security in a
scarcity scenario for future years.

D Environment




Environment

Emissions, Effluents and
Residues

* Air emissions

ARAUCO'’s production processes that
generate emissions to the air use
technologies leading to remove particles
with approximately 99% efficiency, thus
complying with the applicable legislation.
Additionally, by using generation plants
based on biomass, the use of energy
from conventional sources is reduced
and the emission related to fossil fuels
is avoided.

* Odour control

The operation of a streamlined woodpulp
plant, such as the case of Valdivia and
Nueva Aldea, generates odour levels
that are virtually imperceptible for the
adjacent communities and very much
under the standards established by the
best available technologies (BAT) in
the industry. In other industrial facilities
of the company in Chile and Argentina,
for some years ARAUCO has been
gradually introducing state-of-the-art
odour control technologies. During the
fiscal year, ARAUCO continued with the
investment program for the installation
of most modern equipment to be used
in the collection and burning of sulphur,
hydrogen and mercaptan compounds
(TRS).

ARAUCO  conducted  olfactometry
measurements in the Nueva Aldea
*BAT: Best Available Techniques

Hydrogen Sulphur and
Mercaptan Compounds
(TRS) kg/ADt

0,22

0,20

- BAT: 0,1 20,2 (kg/ADt)

0,16
0,14

0,12

0,10
0,08
0,06
0,04
=

2005 2006 2007

woodpulp mill located in the province of
Nuble to test the odour control systems
used in the woodpulp plants and to be
able to inform the public that the eventual
emissions are harmless. The studies also
addressed the reaction of the community
during emission episodes and confirmed
that normal operations do not generate
odours that are perceptible by people.

These studies have been conducted by
the University of Concepcion from the
start-up of the plant in 2006. Their
purpose is to classify the feeling or
perception in the community of the
presence of odour in the surroundings.
Neighbours, who have been trained to

* The subsidiary Paneles Arauco S.A. was established in 1995 devoted to the production of

plywood panels. Located inside the Horcones FIC, this mill was commissioned in 1998.

answer a regulated survey, voluntarily
participate in the studies, together with
persons foreign to the sector, who have
been trained in regulated techniques.
All the persons involved in these
programs are trained and formed in the
olfactometry laboratory at the university.
This has produced representative results
that are scientifically and statistically
validated.

15,700 surveys were conducted over
a period of 53 study weeks between
2006 and 2007 in the localities of
Nipas, Orillas del Itata, Membrillar, La
Concepcion, Nueva Aldea, Confluencia,
Quinchamali, Carrizales and Quillon. The
main conclusions were:

* From the total surveys applied, bet-
ween October 2006 and October
2007, in 10,150 cases (corresponding
to 96.42% of the total) the answers
were that no odour was perceived.

* Perception of the most burdensome
odours took place during the first
weeks from the start, and evolved to a
“no smell” perception as weeks went
by, which was related to the regulari-
zation and adjustment of the plant’s
operation.




Liquid residues

ARAUCO’s industrial activity uses water for
different processes and therefore a great
emphasis is placed on the reduction of
its use and the continuous improvement
of its treatment and final disposal. The
great majority of the water, however, is
used as an input in the production of
woodpulp, and in smaller proportion in
sawmills and panel mills.

In the woodpulp manufacturing process,
the water is used for cooking the wood
in order to separate the woodpulp fibres
from the lignin that keeps them together.
Water is also used in the bleaching
process that permits to use the woodpulp
sheet as a writing means of different
qualities, and in the transport and
washing of woodpulp and equipment and
other minor processes. This water, that is
in contact with wood-inherent materials
and chemical substances, is referred to
as liquid industrial residue or wastewater
and is conditioned in treatment plants to
be discharged according to regulations
and quality standards.

ARAUCO has adopted the best
technologies available (BAT) for its
treatment leading to a progressive
improvement of effluent contents,
reaching performances that even exceed
those considered by the BAT.

This improvement is mainly due to
innovations and investments in the most

modern systems, improvement of water
management and use in the production of
bleached woodpulp, the main product of
the company. The company also applies
elementary chlorine free (ECF) woodpulp
bleaching in all its plants in Chile and
Argentina, avoiding the generation of
compounds that may be harmful for the
health and environment.

Between 2004 and 2007, the Chilean
production units continued to progress
in the reduction of environmentally
relevant elements in the effluents from
the woodpulp production. The average
discharges (AOX) per ton of bleached
woodpulp were reduced by 75.35%,

AOX in Woodpulp Production 2007

(kg/ADt)
030 ,

reaching emission levels that fully
comply with the indices stated in the
Best Available Technologies, which vary
between 0 and 0.25 kg of AOX per
woodpulp ton (ADT). The same success
has been possible in other environmental
parameters, with a continued reduction
of TSS, COD, P and N in the effluents
and also of the water used in production
processes compared to an increase in
the woodpulp production of over 40%
during the same period.

BAT: < 0,25 (kg/ADt)
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Flow (m3/ADt) -13.06

AOX (kg/ADt) -75.35
Total Suspended Solids TSS (kg/ADt) -42.30
Chemical Oxygen Demand COD (kg/ADt) -55.79
Biochemical Oxygen Demand BOD (kg/ADt) -74.17
Phosphor P (kg/ADt) -38.74
Nitrogen N (kg/ADt) -36.83

Effluent characteristics in
woodpulp production

B Woodpulp production (ADt) AOX (kg/ADt) B Flow (m3/ADy)
B TSS (kg/ADt) P (kg/ADt) B BODS (kg/ADt)
B COD (kg/ADt) N (kg/ADt)
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All of the above-considered parameters have been measured as a weighted average in units
per woodpulp ADt. Only the bleached woodpulp production is considered under AOX. Alto

Parana is not considered.

* In December 1996, ARAUCO purchased Alto Parand S.A. in Argentina. This marked the
beginning of the company’s internationalization process.
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Solid Waste

Within ARAUCO’s Environmental
Management System, measures are
planned to minimize the generation,
recycling and reliable disposition of the
solid waste arising from its facilities in
order to prevent health or environmental
risks, as provided in ARAUCO’s
COMMITMENTS.

The company’s production processes
and works generate a variety of residues
that are managed in a friendly manner by
the integrated production model. Thanks
to this production system, the great
majority of these residues --harvest and
thinning waste, barks, chips, sawdust,
waste sludge from the effluent treatment
systems, etc. -- are reused as by-
products and re-applied in lands for soil
reconditioning and preparation to receive
new plantations, and in industrial facilities
for the production of woodpulp and
panels and biomass power generation.
ARAUCO even purchases wood and
thinning residues as raw material for the
production of pine woodpulp.

At present, all ARAUCO’s production
units develop activities leading to add
value to their non-hazardous residues,
transforming it into by-products that are
capable of being reused in own or third-
parties’ processes. For this purpose, they
have a registry of companies specialized
in the search for recycling and re-
utilization alternatives. In this regard, one

of the projects that ARAUCO has been
developing since 2006 studies the best
way to recondition the ashes generated
by industrial plant boilers in order to use
them as a conditioning agent for own and
third-parties’ forestry and agricultural
lands. Such an initiative will result in a
significant reduction of non-hazardous
waste generation, which is currently sent
to sanitary landfills and industrial dumps.
Similarly, for those residues that must be
treated as hazardous waste according
to the law, projects are submitted to
analysis and environmental authorization
so that said waste may be reused as fuel
thanks to projects that are in the process
of assessment of their environmental
approval.

Woodpulp and wood manufacturing
processes  produce  mainly  non-
hazardous residues, and those that are
characterized as dangerous waste are
disposed of in areas or sites that are
especially authorized and controlled
for such purpose. As a matter of fact,
residues, other than wood by-products
and the above-mentioned processes,
that were not recycled during 2007,
reached 446 thousand tons. Of these,
99.16% correspond to non-hazardous
waste and only 0.84% to the kind of
waste that is considered dangerous.

Some of the measures that have been
adopted for the handling and minimization
of residues are as follows:

* Marketable residue minimization pro-
grams, intended to minimize disposi-
tion onto dumps and landfills.

* Residue Management Indicator sys-
tem in each generation and disposi-
tion centre.

* (lassification and segregation of was-
te to be re-used as raw material or
fuel, or to be recycled or disposed of.

* Programs for the re-utilization and
recycling of containers, steel bands,
workshop residues, office inputs,
computer waste.

* (lassification and segregation of re-
sidues according to their hazardous
quality.

* Construction of storage facilities; sig-
nalling, training and improvement of
safe transitory storage of hazardous
residues.

* Enforcement and control of standards
and requirements for the safe trans-
port and handling of products and
inputs.

Dangerous residues are handled, piled,
transported and disposed of in accord-
ance with the current environmental
and sanitary requirements and subject
to the best practices contemplated by
ARAUCO’s environmental and occupa-
tional safety and health management
systems, which are directed to mini-
mize the possibility of causing signifi-
cant impacts on the environmental and
social surroundings of operations.
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Environment

ARAUCO has a patrimony of forestry
plantations that is stable over time,
aimed at sustainably supplying its
industrial activity. The carbon obtained by
the trees from the atmosphere through
photosynthesis is fixed in the products
manufactured by ARAUCO.

In order to illustrate the contribution
made to the reduction of global
warming, the company applies a general
methodology resulting in an approximate
count of net emissions in the carbon cycle
of said activities during the period. This
methodology consists of estimating the
carbon captured by the trees harvested
in each period and making a follow-up of
the involved industrial processes, while

estimating the significant emissions
resulting from each of these processes,
and deducting them in the end from
the initial calculation in order to obtain
a net estimation of the carbon that is
sequestrated or fixed in the products
that were manufactured in the period'.

According  to  this  calculation
methodology, the  above-described
carbon cycle represented a net removal
of approximately 9.5 million tons of
greenhouse effect gas during 2007, a
figure that is equivalent to the emissions
generated annually by more than 3.2
million cars®.

' Carbon remains fixed indefinitely as long as the products keep their cha-

racteristics and are not degraded discharging carbon to the air.

¢ Emission factor of a small vehicle with an average mileage of 20,000 km/

year = 3.04 t/year of CO2 (www.comcar.co.uk)

* The Licancel Woodpulp Mill was purchased from the Swiss company Attizhold Holding in

1999.
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Carbon Bonds

In 2007, ARAUCO issued its first “carbon
bonds” by selling 482.1 Certificates
of  Emission  Reduction  (CERs)
corresponding to an equal number of
CO2-equivalent tons reduced from 2003
to 2006. In this way, ARAUCO was the first
Chilean forestry company that used the
Clean Development Mechanism stated
in the Kyoto Protocol to issue Carbon

Bonds, contributing to reduce emissions
of greenhouse effect gases from the
generation of energy using fossil fuel
and to mitigate global warming.

Up to 2007, three of the six ARAUCO
generation plants have been registered
as projects for the reduction of
greenhouse effect gas emissions by the
Kyoto Protocol's Clean Development
Mechanism (CDM) Executive Board.

2003-2006 2007
Nueva Aldea Phase U, District of Plant for the reduction
Ranquil, VIII Region, Chile of CO2 and methane 29MW 151,417 129,582
Nueva Aldea Phase Il, District of Plant for the reduction
Ranquil,VIII Region, Chile* of CO2 140MW 23,747
Trupan, District of Yungay, Plant for the reduction
VIII Region, Chile of CO2 and methane 29MW 330,712 118,418
482,129 271,747

* The certificate of emission reduction in the Nueva Aldea Phase |l project corresponds to 2007.

This CDM project is related only to the plant’s surplus capacity that was contributed to the SIC.

** To be approved by CDM.

* The Misiones Sawmill was commissioned in Argentina in May, 2000,

* Aserraderos Cholgudn S.A. was acquired In June 2000.
* In 2000, ARAUCO purchased two panel companies in Chile, Trupdn S.A. and Maderas

Prensadas Cholgudn.




Transport

ARAUCO applies a continuous transport
optimization process for raw materials,
products and personnel, thus permitting
a permanent increase in the efficiency of
this activity and minimizing any eventual
impact.

The general transport management has
the following characteristics:

* Route planning for truck’s trip distan-
ces shorter than 100 Km based on
specialized software and resulting in
the best use of the fleet.

* Planning and management to maxi-
mize the use of return trucks, signi-
ficantly reducing the required number
of trips.

* Intensive use of railway convoys for
the transport of finished products to
the ports and inputs on return trips.

* Strategically located storage facilities
for the distribution products and /ma-
terials with the consequent reduction
of trips.

* Maximization of the use of transport
means thanks to an optimal packing
design.

* Strategic stock management in the
markets and effective planning of shi-
pments leading to rationalize the use
of routes and ship mooring.

The transport of logs from forestry
sites to industrial mills where logs are
processed takes place on rubble, dirt
and paved roads. Dependent upon
frequency, volume and influence area,
this activity may disturb the community.
In order to minimize eventual impacts,
ARAUCO optimizes the planning of routes
to be used and works to be executed.

The company also developed a computer

tool based on the Geographic Information
System and Land & Property Information
System. It is aimed at identifying and
prioritizing environmental and social risks
at an early stage so that steps can be
made to prevent the described impacts
which are added to the Integrated
Management System.

The aforesaid tool is adjusted to the
various needs of the forestry business
and has been adopted as a management
standard supplementing the conventional
impact  control and  minimization
measures and reinforcing compliance
with ARAUCO’s COMMITMENTS.
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Native Forests in Argentina

Environment

Conservation of the biological diversity
or biodiversity in company’s lands
is an essential part of ARAUCO’s
sustainable production management and
it determines the fulfilment of its vision
and COMMITMENTS. Based on this, a
cadastre of the native vegetation and
natural communities existing in these
lands and their characteristics has been
conducted to support the conservation
activities developed by the company and
assure that forestry activities protect
native forests.

Bioforest S.A.,, ARAUCO’s scientific-
technological ~ research  centre, s
engaged in the development and
testing of technologies aimed at the
conservation and recovery of vulnerable
and endangered species existing in its
forestry areas. Additionally, in 2007
ARAUCO established a division devoted
to the Ecosystemic Management of
Plantations, which will support the
sustainable management of the forestry
resources and guide the steps towards
conservation of the great biodiversity
existing in its pine and eucalyptus
forests.

* Construction of the Nueva Aldea Forestry Industrial Complex started in 2003.

21% Native Forests in Brazil
Native 39
Forests )

L 1%

Native Forests in Chile

For the preservation of biodiversity,
Bioforest executes the following actions:

* |dentification, preservation and reco-
very of High Environmental Value Areas
detected in ARAUCO's lands.
Reproduction of native plants for their
further plantation and recovery in pro-
tected areas (30 thousand plants),
including 10 thousand plants of en-
dangered species: Queule (gomortega
keule), Pitao (pitavia punctata) and Ruil
(nothofagus alessandrii).

Training on conservation of endange-
red flora and fauna.

Execution of agreements with univer-
sities, NGOs and public entities for the
research on biodiversity.

Application of protection measures to
the 302 thousand hectares of native
forest pertaining to ARAUCO.
Application of protection and preven-
tion measures against fire and plague
control.

Training on prevention and protection
against fire.

* Ecosystemic plantation management.




Native Forest and Conservation High Environmental Value
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with ligneous flora that is endangered
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has 14 sites designated as HEVA covering '.'\ZZ.':'.:"
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Biodiversity Conservation
and Protection Programs

ARAUCO has entered into agreements,
arrangements and commitments for
the conservation and protection of
its native forests in Argentina, Brazil,
Chile and Uruguay. Some areas have
been designated as conservation and
protection areas, reserves and parks,
where programs and activities directed
to environmental education, observation
and conservation of endangered
species are carried out, and to establish
corridors in order to protect habitats
and basins. Some of these programs
are:

e Conservation Program for
the Huemul:
Thisagreementwassignedin 2003 with
CODEFF, where ARAUCO cooperates
in the recovery and research (2006
expedition and documental) of the last
Huemul population  (Hippocamelus
bisulcus) in the biological corridor
of Chillin — Laguna del Laja, Bio
Bio Region, on the Central mountain
range of Chile. For this program
the company has reserved 13,000
hectares of the native forests adjacent
to the National Sanctuary and National
Reserve Los Huemules del Niblinto,
managed by CODEFF and CONAF.

* The Nueva Aldea plywood panel mill was commissioned in 2004.

During 2007, ARAUCO contributed
to the monitoring of huemul groups
living in areas owned by the company
and neighbouring lands. ARAUCO will
continue to support the efforts for the
recovery of this huemul population
jointly administered by CONAF and
CODEFF (see www.arauco.cl).

* Program for the Conserva-
tion of Huillin:
Cooperation program established with
CODEFF aimed at protecting the Huillin
habitat (Lontra provocax), an endan-
gered species living in the swamps
and riverside areas of the Los Rios
Region.

* Protection Agreement of

Priority Site Fundo Non-
guén:
This agreement was entered into in
2005 with local NGOs, neighbour's
organizations in the Bio Bio Region
of Chile and CODEFF. Its purpose is
to contribute with the conservation
of this priority site, by preserving the
biological diversity in the region and
acting as first National Reserve in the
province of Concepcion.

* Conservation Agreements
Cordillera de Nahuelbuta:
Collaboration agreements signed in




2005 and 2006 between ARAUCO,
companies of the Chilean forestry
sector, Chilean environmental orga-
nizations, the NGO Forest Ethics, the
Government of Chile, local communi-
ties, scientists and environmentalists
for the protection of forest ecosystems
in the Nahuelbuta mountain range, Bio
Bio Region.

Commitment to Non-Re-
placement of Native Forest:
Agreement signed in 2003 with inter-
national and national NGOs to verify
that native forests are not replaced by
exotic plantations in ARAUCO's lands
and committing ARAUCO to avoid poli-
cies that may encourage their replace-
ment by third parties.

Oncol Park:

Protected wild area of 745 ha located
in the Coastal mountain range of
Valdivia, Los Rios Region. Itis a refuge
for the “Valdivian Forest”, one of the
seven eco-regions of mild rainy forest
in the world, and covers the Valdivian
evergreen forest and areas of new
Canelo shoots (drymis winteri), and
endangered flora and fauna species,
such as the Pudd (pudu pudu), Huillin
(lontra provocax), Sapito de Darwin
(melanophryniscus stetznei), etc. This
park is open to the community and

receives more than 15,000 visitors in
the year.

* San Jorge Forestry Reserve:
16,000 ha of native forest connecting
the Iguazu National Park and the Uru-
gua-i Provincial Park in the Province of
Misiones, Argentina. It is the refuge of
the “Paraenense Forest” and provides
protection to species, such as palo
rosa (Aspidosperma polyneurum) and
palmito (Euterpe edulis), both of them
declared National Monument, and or-
chids and endangered species such
as the “yaguareté” (panthera onca),
tapirus, “yacaré fiato” (caiman latiro-
stris) and “pato serrucho” (mergus
octocetaseus) and a great variety of
birds.

¢ Los Palmitos Land:

An area of 2,100 ha of Panaerense
forest in the Province of Misiones,
Argentina, located in the centre of the
“Provincial Green Corridor”, It shelters
the “Panaerense Forest” and provides
protection to sites of ecological
interest such as palm forests,
native araucarias, swamp lands and
considerable areas of myrthaceae,
a wide hydrologic network and a
great amount of birds and mammals,
especially the red howler monkey
(Alouatta seniculus).
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* Forest of the Arroyo Alegria
Valley:

8,550 ha limiting with the Provincial
Park “Cruce Caballero” and part of
the “Provincial Green Corridor” in the
Province of Misiones, Argentina. This
is a refuge for the “Panaerense For-
est” and provides protection to spe-
cies, such as the “Chachi macho” or
arborescent fern (Alsophila) and the
wild maté (llex paraguarensisi), both
protected species, and species of am-
phibians, reptiles and birds and large
mammals. It has water courses and
cascades, such as the Tucuruzt and
El Alegria waterfalls

Piray-San Pedro Area:

This area covers 17,000 ha and is
located in the “Provincial Green Cor-
ridor” of the Province of Misiones,
Argentina. It is a refuge for the “Pan-
aerense Forest” and provides protec-
tion to the combined forest of Laurel
and Guatambd, forests of myrthacea
and rare species, such as guayubi,
cacheta and palo amargo, plus other
five sub-basins feeding the important
El Piray Guazl stream and a great
amount of rare endemic species.

* Campo do Tenente:

An area of 10 ha located in the State
of Parana, Brazil, devoted to the En-
vironmental Education Program for
children of the region.

Morungava:

Area of 10 ha located in the State of
Parana, Brazil, devoted to the Envi-
ronmental Education Program for chil-
dren of the region.

Arapoti:

Natural Inheritance Private Reserve of
218 ha located in the State of Parana,
Brazil, devoted to the Program of En-
vironmental Education for children of
the region and conservation and pro-
tection.

* In March 2005, an agreement was reached with the French group Louis Dreyfus for the

transfer of all their Argentinean and Brazilian forestry investments.Thus, in Argentina, a particle
board mill, Faplac, and forest plantations were taken over: In Brazil, LD Forest Products S.A, a

particle board mill and an MDF panels mill were taken over.
* The Nueva Aldea Sawmill started operations in 2005.
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We look after the occupational safety and health
of both our workers and those of our collaborating
companies.
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Occupational Safety and Health Management

Occupational Safety and
Health Management

ARAUCO’s COMMITMENTS  emphasize
the importance of Occupational Safety
and Health (OSH) management for
purposes of its sustainability. On this
basis and in an attempt to make a
continuous improvement of indicators
and avoid accidents with fatal losses
among workers and collaborators,
systems continued to be certified under
OSHAS 18001 during 2007 in the
different business units (see section on
Indicators in this Report).

For purposes of enhancing risk
prevention management activities, the
different business units were reinforced
with new professionals and training tasks
intended to improve core competences.
In addition to the work developed by
each unit, an OSH support program was
implemented at corporate level in Chile
and an operations program was started
in Argentina, as a contribution to a better
performance in these matters.

Likewise, the occupational health, safety
and environmental management system
(OHSE) was strengthened during the
period with over 399 thousand man-
hours of training in preventive behaviour,
risk identification, tool and equipment
handling, defensive driving, procedures,
regulations, fire control and other issues,
provided to workers and collaborators
engaged in environment and occupational
safety and health matters in the four
business units.

Together with the Institute for Techno-
logical Research (IIT) of the University
of Concepcion, a training program was
designed to enhance qualifications and
reinforce experts’ competences in labour
risk prevention. This course will continue
throughout 2008 and is attended by 17
professionals from all business units.

Along these lines, another training
program aimed at the implementation
of safety standards is also taking place
specifically applied to the Risk Matrix and
the use of tools, such as “Stop and Think”
and planned observations, initiatives that

* Upon commissioning of the Nueva Aldea woodpulp mill in August 2006, ARAUCO reached a
total production capacity of 3 million annual tons.

seek to preventively strengthen the risk
control.

These efforts are intended to minimize
professional diseases and labour
accidents, by increasing the company’s
occupational safety and health standards
and continuously improving performance
in these areas.

To ensure occupational safety and
health awareness and good practices in
contractor’s workers, ARAUCO develops
labour  competence certification
programs through CORMA (Chilean Wood
Corporation). Such certification implies
medical, psychological and technical
evaluations and leads to obtain a
diagnostic of each worker and the whole
labour group included in the process,
determining the needs for training,
development and reinforcement in order
to advance towards the elimination of
accidents in their jobs.




Accidentality

During the 2007 fiscal year, the main
accidentality indicators of the company,
including  collaborating ~ companies
(utilities), improved regarding 2006.
The Lost-Time Accident Rate dropped by
10.7%; the Loss Rate, by 7%, and the
Accidentality Rate, by 12.5%.

Frequency Index: Number of accidents with time lost per million of man-hours.

Accidentality Rate: Number of accidents with time lost per 100 workers.

Loss Rate: Number of lost days per 100 workers.

70 Accidentality
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Objectives for 2008

Corporate management standards were
established in 2007. Their purpose was
to deliver tools for a better administration
of the occupational safety and health
aspects that is more efficient following a
common program for the entire company.
These standards must be validated,
published and widespread in 2008.

* Establish critical operating standards

for the different activities that have

historically generated potentially se-

rious events.

Establish an auditing program on the

basic sanitary and environmental con-

ditions in the different workplaces.

* Establish and unite measurement cri-

teria for OHS indicators in operations

abroad.

Strengthen the structure of risk ma-

nagement and prevention in the fo-

restry activity in Argentina: increase

and improve attention and follow-up

of accidents.

* Modernize transport units for forestry
site personnel in Argentina.

* Apply good nutrition and food practi-
ces for forestry workers in Argentina.

* Implement a labour competence cer-

tification process for the forestry per-

sonnel in Argentina.

Reduce the frequency and serious-

ness indicators in Argentina.
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We build permanent and mutually collaborating
relationships with the communities where we operate.







ARAUCO's operations in Chile, Brazil
and Argentina cover 35,888 direct and
indirect workers and their families and

867 contractor companies, and are
inserted in communities distributed over
100 districts and departments.

ARAUCQO'’s presence in these areas
encourages local development and is a
permanent challenge for the management
of relations with the community. Thus,
the risks and opportunities involved in
the company’s activities are constantly
evaluated and corrective actions adopted
in order to adjust the plans to the purview
of ARAUCO’s COMMITMENTS. This
requires the involvement and effort of all
ARAUCO’s workers and collaborators.

* In 2006, the company reached a panel production capacity of 2.32 million cubic meters in its

four plants in Chile, two in Argentina and two in Brazil.

Workers and Collaborators
per Country
(Total: 35,888)

Brazil Uruguay
2448 | ] 390

Argentina Chile

4.706 28.367

Contrator Companies

per Country
(Total 867)
Brazil Uruguay
71 \ | 13
Argentina Chile
208 577
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Thepermanentconcernforthe company’s
constituents and their families is a
priority for ARAUCO’s human resources
management. Within the framework
of ARAUCO's COMMITMENTS, team
capacities were strengthened during
2007, by developing and supplementing
abilities aimed at productivity, safe work
and a healthy environment for workers
and collaborators.

Human Development

A special emphasis has been placed on
the development of social abilities during
the period. Consequently, Executive Team
Effectiveness Programs were conducted
in the woodpulp mills and sawmills
as well as in the IT and logistic units,
where the first stage was focused on
strengthening the positions of director,
manager and team leader. This initiative
is in the process of development and
will continue during the following years,
as excellent results have been reached
so far.

ARAUCO understands that each of its
workers and collaborators’ contribution

is essential to continue ADDING VALUE

into the future. During 2007, training
programs were defined and consolidated
for each productive unit of ARAUCO and
will be repeated in 2008 according to
requirements.

The work on labour competences
started in an attempt to accurately
define the training activities required to
support the adequate performance and
development of those who are working
in each productive unit. This initiative will
continue during 2008 and 2009.

On the other hand, labour certification
continued to be encouraged in the
different business units in order to
enhance performance and safety. This
resulted in new or renewed certificates for
1,547 workers of the woodpulp, forestry,
sawn timber and panel areas. In Chile, the
company has led the participation in this
system with 6,522 certified workers since
2000. In Argentina, the company has
also been one of the main drivers of this
system, providing active involvement and
support with specialized instructors and
obtaining certification for 100 forestry
workers in 2007, first year of operation
of the system, and will continue to do so
with sawmill workers in 2008.

The labour competence certification
promoted by CORMA (Chilean Wood
Corporation) is a formal acknowledgment
of acquired abilities and skills to execute
specific tasks according to standards
agreed by the industry. In the process,
workers are evaluated, attested and
certified, progress made by the working
group in different fields is shown and
opportunities for improvement are
detected.

The positions and expertises certified
during the year include forestry driver
and personnel transportation driver,
power saw operator, forestry equipment
operator, sling operator, emergency
squad member, forestry operator, site
manager and production controller,
boiler operator, electrician and mechanic,
Electrocontrol and mechanic supervisor,
power electrician, hydraulic operator,
control operators, technician, travelling
machinery operator, certified welder,
heavy equipment operator and electro-
mechanic repairman.

D Community




Over 530 thousand man-hours of

training took place in 2007 at the
different business units of the company
in relation to the following matters:

* Safety and Environment Management

* Handling of Hazardous Substances
and Residues

* Risk Matrix / Stop and Think

* Applied environmental law

* Integrated Auditors (ISO/OHSAS)

* Emergency / Fire Squads

* Information Systems

* Updated use of office tools

* Training on Technical Operations

* Boiler operation

* Effluent treatment

* Training for higher positions

* Training on Technical Maintenance

* Welding

* Lubrication

* Failure Analysis

* Hydraulics and pneumatics

* Control Systems

* Management

* Development and teamwork

* Operational Excellence

The fourth version of the “Operational
ExcellenceManagement” program, which
has been attended by 6,300 workers
from sawmills and remanufacturing
plants since 2004, is one of the initiatives
leading to organizational development.
From 2008 on, this program will begin
to be applied also in the woodpulp
and panel units to more than 5,500
persons. The adoption of this program
by ARAUCO as a work standard will
allow to transfer the acquired good
practices and systematically capture
creative and innovating ideas of
workers and collaborators who are
capable of contributing to a continuous
improvement of business results and
performance in environmental and
occupational safety and health matters
(for further information, please refer to
the description of the program in this
report).

The dissemination of  ARAUCO’s
COMMITMENTS finished in 2007 in the
business units of the company, with the
corporate values being introduced to

* At 2006, ARAUCO had 16 sawmills and six remanufacturing mills, with a sawing capacity of

3,842,400 cubic meters per year and a production capacity of 503 thousand cubic meters of

manufactured products per year.

each daily operation. ARAUCO’s induction
process was also formally completed.
The purpose of this process was to
ensure that all those who are new in the
company can learn and share from the
start the business principles governing
the company’s management.

Following a continuous improvement
philosophy and adding best practices,
new policies and procedures have been
consolidated in an attempt to share and
combine management criteria among the
different business units with regard to
information handling and confidentiality,
guidelines on training management
and development of internships and
technical/professional theses, induction
processes and relationship and dealings
with collaborating companies and their
workers, among other aspects.




Labour Relations

Labour relations experienced a change
process at national level during 2007.
The first change had to do with the
new Law on Subcontracting or labour
outsourcing in Chile that came into force
during the fiscal period. However, upon
a proactive initiative that took several
months, ARAUCO reviewed the situation
in each of its production units to ensure
compliance with the provisions stated in
said law.

Additionally, at the beginning of the year,
the labour negotiation process exceeded
its scope beyond the employer/employee
relationship contemplated in the Chilean
current labour legislation. This led to
mobilizations resulting in the transitory
shutdown of some operations.

During these events, ARAUCO always
privileged the dialogue, within current
legislation,  collaborating to  find
convergences and reach agreements
in order to return to a normal situation
and resume operations, without further
impairing production activities.

Despite these difficulties, ARAUCO all
along remain decided to cooperate in
the search for solutions and identify
improvement  opportunities, showing
an open and rigorous attitude and
fully complying with its corporate
commitments. However, for a continuous
progress and development, the country
requires assurance that the current law
will be respected.

On the other hand, the real estate
market crisis that affected the United
States forced the company to close,
modify and reduce shifts in some
sawmills and remanufacturing plants
and dismiss a number of workers.
Some of them were relocated in other
company’s facilities; others received
support for their reinsertion in the
labour market by presenting them to
other companies where they could offer
their services and giving them economic
help. More personnel adjustments were
avoided by placing an important part
of the production of sawn timber and
remanufacturing products in other
markets.
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Relations with the communities living
in the territories were the company
operates are based on dialogue and
collaboration means capable to create a
strong and efficient link with interested
parties and provide help by ADDING
VALUE to the activities of the company
and its surroundings. This is the outcome
of a professional management based
on continuous improvement that takes
advantage of learning opportunities,
establishes own commitment and
self-requlation  standards, develops
behaviour guidelines and management
plans, and conveys good practices to
improve performance in all aspects of
ARAUCO's task: company, environment,
occupational  health and  safety,
community and education, all this in
harmony with ARAUCO’S VISION AND
COMMITMENTS that guide the relationship
with all stakeholders: shareholders and
investors, workers and collaborators,
authorities, neighbour  communities,
social organizations and institutions,
clients and suppliers.

For the purposes referred to above,
wide scope programs are developed
and managed in a professional and
transparent fashion resulting in an
efficient contribution to the local

development. In this regard, the following
fields of action have been defined:

 Community Development: The forestry
and industrial activity contributes to
the economic and social development
of both the community and the coun-
try by generating employment, wealth,
business opportunities and greater
employability.

* Education and Culture: This is a key
development aspect, as it helps
people develop all their capabilities
and become the most valuable equity
for a country in the continuous gene-
ration of growth.

* Sports: This activity helps acquire
habits, such as effort, discipline, tea-
mwork, loyalty and competitiveness,
all of them virtues that encourage
autonomy, independence and enter-
prising capacity, reinforcing develo-
pment opportunities and people’s
employability.

Basedonlocaldiagnoses, socio-economic
studies, roundtables and meetings with
local leaders and authorities, ARAUCO
develops the following types of programs
with the community in Chile:

Community Development Infrastructure and social supplies 49
Parks and visitors’ centres 2
Production development programs 55
Sports Professional sport sponsorship 7
Infrastructure and sport supplies I
Sport programs 3
Education and culture ARAUCO Schools 3
ARAUCO Educational Foundation 21
Scholarships 4
Infrastructure and educational supplies 15
Educational / cultural programs 63
Grand total 233




Dialogue and ties with the
community

For the development of the above-
mentioned programs, the company’s
Corporate Affairs and Marketing area
has established Public Affairs offices in
the Maule, Bio Bio and Los Rios regions.
These offices are transversally supported
by the areas of Corporate Accountability,
Communications,  Environment  and
Occupational Health and Safety, and
keep a permanent dialogue with
the communities and other relevant
stakeholders with whom they develop
joint projects, mainly of associative
nature, aimed at the local socio-economic
development. The operations located
abroad have their own units in charge of
these tasks and supported from Chile.

Any concern and questions posed by
these related parties are channelled and
answered through the following means:

* Doors open to the public for visits to
the industrial facilities.
* Meetings and periodic visits to indus-
trial facilities with authorities and com-
munity organizations.
Toll-free telephone line (800 370 222)
covering the area of influence of the
Forestry Industrial Complexes of Hor-
cones (2007), Nueva Aldea (2006)
and Valdivia (2006), Alto Parana (800
888 2772) Argentina (2007).
Public Affairs Offices located in the re-
gions of Maule (2007), Bio Bio (Nueva
Aldea 2005 and Horcones 2007) and
Valdivia (2005).

* Systematized communications through
the Integrated Management System
(IMS).

* Information delivery and dissemina-
tion: ARAUCO'S publicity campaign in
the main media (2007), short adverti-
sements in the local radio and TV.

* Website: www.arauco.cl.

* Magazines in each plant.

* Participation in local exhibitions: Ex-
pocorma 2007, Fital 2007, Expo Cons-
truccion 2007.

Similarly, new visit programs were
implemented at the Horcones and the
Trupan-Cholguan industrial complexes
in the Bio Bio Region, the Constitucion
and Licancel woodpulp mills in the Maule

Region and the Alto Parana plant in
Argentina.

Visits to ARAUCO’s

Facilities

25,000

20,000

15,000

10,000

5,000

17,934

2005

Roundtables and  work  meetings
covering the territories of different
groups and private and state agencies
are some of the most important linking
elements in ARAUCO’s relationship with
the community. These instances operate
at present in the Maule, Bio Bio and
Los Rios Regions with the participation
of sectors such as artisan fishing,
tourism, and local micro-businesses.
Their purpose is to define common goals
and targets and establish work plans
leading to foster the development of the
local production (see descriptions in this
report and visit www.arauco.cl for more
information).

24471
23,654

2006 2007
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Native Communities

In the Bio Bio and Araucania Regions,
ARAUCO has neighbours who belong
to Mapuche communities and, as
such, are part of our interested
parties. In accordance with ARAUCO’s
COMMITMENTS, the company respects
the Mapuche worldview and opinions
and takes their expectations into
consideration.  Consequently,  the
company has created communication
and cooperation bonds based on mutual
respect and assurance that the company
neither supports nor encourages
situations that may violate their rights.

ARAUCO has reached agreements with
communities that have stated their
interest in acquiring certain lands. Since
2005 there are agreements in force
under the Indigenous Law to transfer
these lands through the Land and Water
Fund of CONADI (National Indigenous
Development Corporation),

Company’s representatives regularly
meet with Mapuche and Lafquenche
leaders in order to establish ways for
cooperation with their development
and hear their concerns. During the
2006-2007 period, the company has
developed work programs with these
communities addressed to enhance their
productivity and enterprising task. Some
of these programs are:

* Technological transfer for the domes-
tication and mother plant selection of
the murta wild fruit (in forestry nur-
sery): reproduction by slips, plants
nursery and information dissemination
between communities. The Lafquen-
che Alepue Indigenous Communities
Association in San José de la Mariqui-
na, Los Rios Region;

Program supporting access to retail
networks for the wild murta: Lafquen-
che Alepue Indigenous Communities
Association in San José de la Mariqui-
na, Los Rios Region.



* Electrical connection for the Quillalhue
Coastal Community: raising finance for
domestic connections to the grid

* Rayen-Mapu Apicultural Agreement:
for the establishment and protection
of honeycombs owned by the Rayen-
Mapu community on ARAUCO’s lands.

* Family greenhouses for growing ve-
getables in Nalcahue Alto: support for
the installation of family greenhouses
devoted to the production of vegeta-
bles for own consumption and sale.

* Training in the use of Mapuche wea-
ving frames: social scholarships to at-
tend training course(s) for the develo-
pment and improvement of traditional
Mapuche knitting production.

* “Project for a Community Wheat Mill",
native communities, San José de la
Mariquina, 10th Region, Chile.

Program for the purchase of wood
from Mapuche communities in the
coastal area of the Mariquina district.

Program for the establishment of for-
mal relations with eight Mbya Guarani
communities in Argentina, who are
neighbours of ARAUCO in said coun-
try. Neighbour agreements were sig-
ned with two of these communities in
2007, and we are in the process of
signing agreements with the remai-
ning communities with whom we hold a
formal and frequent dialogue. Actions
arising from these formal approaches
can be summed up as follows:

Program for production development
in the Guapo-f Village: provision of a
nursery for native orchids and specia-
lized training.

Support to the periodic monitoring of
the general health condition of the vi-
llage population.
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Social Participation

ARAUCO’s representatives take part in

important organizations in Chile:

* Production and Commerce Association
(CPC), Chile.

* Association for Industrial Development
(SOFQFA), Chile

* Chilean Wood Corporation (CORMA),
Chile

* Chilean Chamber of Construction
(CChQ)

* Bilateral Commerce Chambers (various
countries)

* Centre for Public Studies (CEP), Envi-
ronmental Commission, Chile

* Woodpulp and Paper Technical Asso-
ciation (ATCPL), Chile

* Corporation for the Development of
the Province of Arauco (CORPARAUCO)
Bio-Bio Region, Chile.

* Valdivia Chamber of Commerce and
Industry (CCIV) Los Rios Region, Chile.

* Central Industrialists Association
(ASICENT), Maule Region, Chile.
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* National Association of Forestry
Products Importers and Exporters,
(IMEXFOR), Mexico.

* Mexican Wood Chamber, Mexico.

* (Chilean-Mexican Commerce and Inves-
tment Chamber, Mexico. .

* Queretaro Wood Chamber, Mexico.

* National Council on Construction
Wood, Mexico

* Brazilian Association of Plywood
Industry (ABIMCI) (), Brazil.

* Brazilian Association of Furniture
Industry (ABIMOBEL), Brazil.

* Association of Companies from the
Industrial City of Araucéria (AECIAR),
Brazil.

* Association of Companies from the In-
dustrial City of Curitiba (AECIC), Brazil.

* Paraenense Association of Forestry
Companies (APRE), Brazil.

* National Engineering and Architecture
Council (CREA) , Brazil.

* National Engineering, Architecture and
Agronomy Council (CREA-PR), Brazil.

* Cooperative for Genetic Resources
from Central American and Mexican
Conifers (CAMCORE), Brazil.

* Brazilian Company for Agropecuarian
Research (EMBRAPA), Brazil.

* Forestry Research Foundation (FU-
PEF), Brazil.

* Hugo Simas Foundation (UFPR), Brazil

* National Fund for the Control of the
Wood Wasp (FUNCEMA), Brazil.

* Brazilian Institute for Finance Executi-
ves (IBEF), Brazil.

* Institute for Forestry Research (IPEF),
Brazil.

* Wood Industries Management of the
Parana State (SIMADEIRA), Brazil

* Brazilian Forestry Society (SBV), Brazil

* Argentinean Forestry Association
(AFOA), Argentina.

* Association of Woodpulp and Paper
Manufacturers (AFCP), Argentina

* Argentinean Federation of Wood and
Related Products Industry (FAIMA),
Argentina.

* Argentinean Chamber of the Agglo-
merated Wood Industry (CAIMA),
Argentina.



In acknowledgment of ARAUCO’s social
participation and involvement and its
performance in different areas, the
following distinctions were granted to the
company during 2007:

Corporate Education Award in the
category of “Elementary and Secondary
School Institution” for its 26 years of
experience in this field. This award
was given at Eneduc 2007, the most
important event about contributions to
education by the private sector.

Accion  RSE  (Corporate  Social
Responsibility Action) granted a Honorific
Mention to ARAUCO’s Annual Report
2006 in the “Best Sustainability Report
Award 2007".

Fundacion Vida Silvestre (Wild Life
Foundation) acknowledged the
Argentinean subsidiary Alto Parana
for its commitment to the conservation
and protection of the environment and
its policy of non-replacement of native
plants.

The Faculty of Forestry Science of the
University of Chile celebrated its 55th
anniversary with a seminar on Forestry
Sciences and Industries. On this occasion,
ARAUCO’s executives were acknowledged
for the collaboration provided to the
academic and research task performed
in said institution.

In the Los Rios Region, ARAUCO was
acknowledged by the Chilean Olympic
Committee for its collaboration with the
most outstanding sport branches in the
region, which include basketball, football
and rowing.

The CIO Club from the Centre for IT
Studies (Cetiuc) of the Catholic University
of Chile granted ARAUCO the award as
“Best IT Strategic Management” in the
category of “IT Impacts on Business”.

The  Chilean  Safety  Association
distinguished the “Employer/Employee
Committee of the ARAUCO woodpulp
plant with the prize “Employer/Employee
Action”.

Within the framework of the Safety
Annual Award ceremony, the Chilean
Safety Association also distinguished
Bosques Arauco’s manager with the
“Efficient Executive” prize.

Sodimac acknowledged ARAUCO as
Excellence Supplier in the area of
Construction Materials.

The “National Safety Council” prize was
granted to the company for the good
performance of its Panel Division in
terms of accidentality rates.
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Education

ARAUCO is convinced that education is
a key factor in the development of the
country and that, through education,
people can take advantage of all their
abilities and become the most valuable
capital of a nation to promote growth.

Such firm conviction is a true reflection
of ARAUCO’'s COMMITMENTS, and is
evidenced in the sustained work executed
over time at national and international
level to contribute to the improvement of
quality in education and equal access in
areas where the company operates.

The company makes its contribution
through the Arauco, Constitucion and
Cholguan schools that offer excellence
education; the Arauco Educational
Foundation, that seeks to strengthen
the municipal education; the Alto

Private, paid.

Parand Foundation in Argentina, that
supports local education in the Province
of Misiones; the Annual Program of
Internships and Theses, seeking to
generate more employment and work
habits and excellence in students,
providing support to other educational
corporations and foundations, and
through several programs delivered
to the community aimed at more direct
needs in the field of education (see
section on Community in this Annual
Report).

In 2007, ARAUCO was awarded with the
“2007 Corporate Education” prize for
its successful 26 years of experience
in the educational field in the category
of “Elementary and Secondary School
Institution.” This distinction was granted
within the framework of the Ill Annual

Private, paid

Meeting “Corporate Education — Eneduc
2007," organized by the Association for
Industrial Development (SOFOFA) and the
Production and Commerce Association
(CPC).

In order to enhance the initially scarce
educational supply existing in Arauco,
Constitucion and Cholguan, the company
established three schools that are open
to the community in the levels of infant,
elementary and  scientific-humanist
secondary education. These schools
are managed and financially supported
by ARAUCO and are well-known in the
country for their high performance level
shown in the SIMCE and PSU tests, where
they have obtained remarkable scores at
national and regional level.

Private, free, subsidized

Scientific-Humanist teaching,

Infant through 4th year of Secondary School.

Scientific-Humanist teaching.
Infant through Secondary School.

Scientific-Humanist teaching.
Infant through Secondary School.

Open to the community.

Open to the community

Open to the community

Located in the city of Arauco,
Province of Arauco, Bio Bio Region.

Located in Constitucién, Maule Region

Located in the Locality of Cholguén,
District of Yungay, Bio Bio Region.

Established in 1981.

Established in 1981.

Established in 1989.
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Arauco Educational
Foundation

In 1989 ARAUCO established the Arauco
Educational Foundation for purposes of
accompanying and reinforcing teaching
in municipal schools. This entity designs,
implements and evaluates several
teaching training programs leading to
improve the opportunities for students
based on high quality education.

Until 2007 the Arauco Educational
Foundation has developed 59 programs
in 29 districts of the Maule, Bio Bio
and Los Rios Regions, where ARAUCO
is present with industrial and forestry
activities,  favouring  approximately
71,000 children.

Activities related to the development
of written and oral language, logical-
mathematical reasoning, self-esteem,
psycho-social encouragement,
pedagogic management and special
educational needs have been developed
during 19 years. After duplicating its
activities during 2006, the entity reached
new districts and continued to extend the
coverage of some of its programs.

K:;'&. °® Interactive teaching program for the
development of basic education
° “Roots” Program to support the
:'.' ° development of language
L °® “Sembrar” program to support primary
He IB'° childhood learning
Reglon °® Mobile library program for the
KON development of reading habits
°® Updating teaching capabilities: “Children
with special needs for teaching work “
a;;l“::“i‘ Support to the development of transversal
® jucational objectives in the districts
through the “Symphonic Youth Orchestra”
Support to School Learning Improvement
o o Plans
.I.os Rios
Region P Program on Self-esteem and Reinforcement
of Teaching Teams
Districts I 21 29
Schools 208 440 470
Teachers 1,574 3,400 4,066
Students 36,903 68,000 71,268

Two new publications were added in 2007 to Arauco Educational Foundation’s large library:

* Final Report “Peer Teaching Improvement Program,Walking Together”. Licantén 2001-2005,
2007

* Why is reading important? Why reading properly is so important? Associating Reading
with other Learning. Psykhe Magazine,Vol. 16, No. 2. Faculty of Psychology of the Catholic
University of Chile, 2007.

(More details on this bibliography can be found in www.arauco.cl and www.fundarauco.cl).
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This entity was established in 1985 by
Alto Parand S.A., a subsidiary of ARAUCO
in Argentina since 1996 for purposes
of contributing to raise the quality of
education for children and youngsters
in the province of Misiones, Argentina,
and execute several actions leading to a
better standard of life in the community.

Among other activities, Alto Parana
Foundation sponsors and takes part
in the management of the Puerto
Esperanza School Association, which
manages the Los Lapachos Educational
Institute, a school with more than 500
students. This Foundation also grants
scholarships to students from the most
humble homes in the area and invests
in improved infrastructure and school
equipment.

The Foundation also supports the Los
Lapachos Teachers Training Centre,
which was established in 2006 to train
teachers from the educational community

and is acknowledged by the Ministry of
Education of Misiones. To date, this entity
has trained more than 300 teachers
from the North of the province.

Another establishment that is sponsored
by the Alto Paranad Foundation is the
Instituto Nuestra Sefiora de los Milagros,
which is managed by the Piray Civil
Educational Association and has over
600 students registered.

The Foundation has also developed
improvement programs for rural schools
in Puerto Libertad, Colonia Delicia and
Puerto Piray, in collaboration with the
authorities, the educational community,
parents and students. It also has a
scholarship program for poor young
students in the medium secondary,
tertiary or university level. Today there are
32 students with scholarship in Misiones
and, during 20 years, this program has
permitted 300 students to graduate
from high school, 90 students to obtain
their degree in tertiary education, and
24 students, their university degree.



Belén Educa Foundation

The Belén Educa Foundation reports to
the Archbishopric of Santiago. It provi-
des quality education to children and
youngsters from working-class areas
according to the country's cultural and
socioeconomic demands.

From 2006 on, ARAUCO has been su-
pporting the programs of the seven
Foundation’s schools: Cardenal Radl
Silva Henriquez, Cardenal Carlos Oviedo
Cavada, Cardenal Juan Francisco Fres-
no, Cardenal José Marfa Caro, Arzobispo
Crescente Errazuriz, Arzobispo Manuel
Vicufia and Juan Luis Undurraga Aninat,
which provide subsidezed education to
more than 8.000 children from the po-
orest districts of Santiago: La Pintana,
San Joaquin (La Legua), Maipd, Puente
Alto and Quilicura.

Internships

Every year ARAUCO develops and an-
nual Dual, Technical and Professional
Internships Program in its production
units, covering over 20 industrial and
forestry facilities, and receives students
from more than 48 institutions, mainly
from the regions where company has
production facilities, and more than 33
universities.

The students acquire competitive advan-
tages to enter the labour market or con-
tinue their studies in higher educational
levels. ARAUCO also selects a number of
professionals and technicians of exce-
llence to work in company’s activities.

During 2007, a total number of 296 uni-
versity students and 258 students from
medium technical and professional level
went through dual or graduate interns-
hips in ARAUCO’s production units.
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Internships in ARAUCO
(Total: 554)
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