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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Sharcholders of
Suzano Petroquimica S.A.
Sdo Paulo - SP

1. 'We have audited the accompanying consolidated balance sheets of Suzano Petroquimica
S.A. (the “Company”) and subsidiaries as of December 31, 2005 and 2004, and the related
statements of income, changes in shareholders’ equity, and changes in financial position for
the years then ended, prepared under the responSIblhty of the Company’s management. Our
responsibility is to express an opinion on these financial statements. We did not audit the
financial statements of Rio Polimeros S.A., a jointly-controllied subsidiary, whose
statements reflect proportionally consohdgted assets constituting 34.7% and 44.9%,
respectively, of consolidated total assets as of December 31, 2005 and 2004. Those
statements were audited by other auditors wl@ose reports have been furnished to us, and our
opinion, insofar as it relates to the proportionally consolidated amounts included in the
financial statements and explanatory notes for Rio Polimeros S.A., is based solely on the
report of such other auditors.

2. Qur audits were conducted in accordance with auditing standards in Brazil and comprised:
(a) planning of the work, taking into conmdc‘rahon the significance of the balances, volume
of transactions, and the accounting and 111temal control systems of the Company and its
subsidiaries, (b) checking, on a test basis, the\ evidence and records that support the amounts
and accounting information disclosed, and (c) evaluating the significant accounting

practices and cstimates adopted by managemem as well as the presentation of the financial
statements taken as a whole.

3. In our opinion, based on our audits and the report of other independent auditors, the
financial statements referred to in palagrdph 1 present fairly, in all material respects, the
individual and consolidated financial position of Suzano Petroquimica S.A. and subsidiaries
as of December 31, 2005 and 2004, and| the results of their operations, changes in
sharcholders’ equity, and changes in their financial position for the years then ended in
conformity with Brazilian accounting practices.

4. Our audits were conducted for the purpose of expressing an opinion on the financial
statements taken as a whole. The consolidated statements of cash flows for the years ended
December 31, 2005 and 2004 are presented for purposes of additional analysis and arc not a
required part of the basic financial statements prepared in accordance with Brazilian
accounting practices. Such information has been subject to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion and the report of the other

independent auditors, is fairly stated, in al{l material respects, in relation to the basic
financial statements taken as a whole.,




__—

Deloitte Touche Tohmatsu

5. As mentioned in Note 25 to the Company’s financial statements, the Company acquired the
remaining capital stock (50%]) of Polibrasil Participag8es S.A. (“Polibrasil”) and began to
consolidate Polibrasil on September 1, 2005., The Company has presented the “pro forma”
balance sheets and statements of income in Note 25, which presents the Company’s
financial position and results of operations as|if Polibrasil had been acquired and merged as
from January 1, 2004 (“pro forma financial information”). The “pro forma” financial
information is presented for purposes of additional analysis and comp’xmbility and is not a
required part of the basic financial statcment disclosures prepared in accordance with
Brazilian accounting practices. Note 25 describes the assumptions and resultmg ‘pro forma”
adjustments used to prepare the “pro forma” financial information. The “pro forma”
financial information has been subject to the same audit procedures mentioned in paragraph
2. In our opinion, based on our audits and on the report of other independent auditors,
except for the omission of “pro forma” adjustments that would reflect the full participation
on income, the finance costs that would have|been incurred and the goodwill amortization,
all retroactively computed to Januvary 1, 2004, thus “pro forma™ financial information
presents fairly, in all material respects, the comohdated ‘pro forma” financial position as of
December 31, 2005 and 2004, and the related “p10 forma” results of operations for the years
then ended, in accordance with Brazilian accountmg practices.

6. Brazilian accounting practices vary in certam significant aspects from generally accepted
accounting principles in the United States of America. The Company has presented the
nature and effect of such differences in Note 26 to the financial statements.

S&o Paulo, March 9, 2006
Voot Budde Tohniton, ' W

DELOITTE TOUCHE TOHMATSU JoZo Euggnio Leitdo FA
Auditores Independentes Engagement Partner
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SUZANO PETROQUIMICA S.A.

CONSOLIDATED STATEMENTS OF INCOME}

FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004

(In thousands of Brazilian reais, except for earnings per share)

GROSS OPERATING REVENUES
Taxes on sales and other sales deductions

NET SALES
Cost of sales

GROSS PROFIT

OPERATING (EXPENSES) REVENUES
Selling expenses

General and administrative expenses
Financial expenses

Financial income

Goodwill amortization

Other operating revenues (expenses)

OPERATING INCOME
Nonoperating revenues (expenses)

INCOME BEFORE INCOME TAXES AND MINORITY
INTEREST g

Current income and social contribution taxes
Deferred income and social contribution taxes

INCOME BEFORE MINORITY INTEREST
Minority interest

NET INCOME
EARNINGS PER SHARE - R$

NUMBER OF SHARES AT YEAR END

|
|

2005 2004
2,459,782 2,074,611
(543,113) (464,494)
1,916,669 1,610,117
(1,619,298) (1,268,629)
297,371 341,488
(136,110) (98,204)
(65,241) (54,387)
(86,751) (44,006)
18,645 16,181
(19,462) (2,513)
4,039 (2,018)
12,491 156,541
(2,703) 256
9,788 156,797
(25,754) (50,844)
31,854 4,314
15,888 110,267
(644) (1,203)
15,244 109,064
0.07 0.48
226,695,380 226,695,380

The accompanying notes are an integral part of the financial statements.
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SUZANO PETROQUIMICA S.A.

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAIL POSITION

FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004
{(In thousands of Brazilian reais)

SOURCES OF FUNDS
From operations:
Net income
Minority interest on income
Expenses (revenues) that do not affect working capital:
Depreciation and amortization
Net book value of property, plant and equipment disposals
Deferred income taxes
Provision for losses with ICMS tax - long term
Write-off of ICMS tax credits
Provision for contingencies - long term
Goodwill amortization
Loss on dilution of participation in investees
Long-term interest charges, monetary variation and exchange losses (gains)
Ofther
Funds from operations

Sources from shareholders-
Capital subscription

Other sources:
New long-term loans
Increase of long-term debt
Decrease of long-term assets ;
Reduction of working capital resulting from consolidation of companies
Transfer of investments to current assets
Other

Total sources

APPLICATIONS OF FUNDS '
In permanent assets:

Additions to permanent investments

Acquisition of stock from minority shareholders

Additions to property, plant and equipment

Additions to deferred charges

In long-term assets

Dividends - proposed and paid
Dividends of minority shareholders
Treasury stock

Decrease of long-term debt

Goodwill in acquisition of investments
Other

Total applications

DECREASE IN WORKING CAPITAL

Variation in current assets
Variation in current liabilities

DECREASE IN WORKING CAPITAL

The accompanying notes are an integral part of the financial statements. |

2005 2004
15,244 109,064
644 1,203
68,151 54,002
99,843 1,814
(35,890) (3,583)
2,115 3,713
- 3,657
(3,197) 20,726
19,762 2,513
3,789 -
(27,922) 19,807
232) (1,578)
142,307 211,338
. 31,900
602,986 95,562
54,047 30,337
47,017 -
111,715 -
34,778 .
2,881 -
995,731 _ 369.137
271,324 2,644
- 1,960
126,908 127,089
147,316 31,110
545548 162,803
145,042 69,294
4,352 42,125
951 47
6,582 -
187,202 141,536
418,460 -
215 -
1,308,352 415,805
(312,621)  (46,668)
340,364 (11,431)
652,985 35,237
(312,621)  (46,668)




SUZANO PETROQUIMICA S.A.

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004
(In thousands of Brazilian reais)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Minority interest on income
Adjustments to reconcile net income to cash generated by operatmg activities:
Depreciation and amortization
Disposal of permanent assets
Goodwill amortization
Loss from dilution of participation in investees
Interest charges, monetary variations and foreign exchange losses (gains), net
Provision for contingencies and other :
Deferred income taxes
Provision for losses with ICMS tax credits '
‘Write-off of ICMS tax credits
Other
Changes in assets and liabilities:
Decrease (increase) in trade accounts receivable
Decrease in inventories
Decrease (increase) in recoverable taxes
Decrease in other current and long-term assets
Increase (decrease) in payables to suppliers
Increase (decrease) in other current and long-term liabilities
Cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Cash collected on sale of equipment )
Acquisitions, net of cash acquired (including goodwill)
Acquisition of minority interests

Additions to property, plant and equipment

Additions to deferred charges

Cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payment of dividends

Dividends to minority shareholders

Proceeds from new loans

Payments of loans

Capital subscription

Cash flows from financing activities

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

2005 2004
15,244 109,064
644 1,203
68,151 54,002
36,279 1,814
19,762 2,513
3,789 -
(2,497) 8,338
614 20,726
(34,283) (5,791)
2,115 3,713
- 3,657
874 604
117,730 (22,050)
(42,195  (33,209)
10,980 (39,315)
(290,824)  (17,290)
95,736 (32,656)
(22,356) 54,984
20237) 110307
65,747 -
(690,020) (2,644)
- (1,909)
(119,820)  (127,089)
(125.095) __(31.110)
(869.188) _(162752)
(28,092) (21,007
- @7
1,770,153 170,592
(808,778)  (181,209)
- 31,900
933,283 229
43,858 (52,216)
171,871 224,087
215,729 171,871

The acquisition of technology rights from Basell in September 2005 (R$22,222) did not involve disbursing funds.

The Company disbursed during the year ended December 31, 2005/R$58,519 to pay for interest on loans and R$25,018 for

obligations for income and social contribution taxes.

The accompanying notes are an integral part of the financial statements.




SUZANO PETROQUIMICA S.A.

NOTES TO THE CONSOLIDATED FINANCLA‘;L STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004
(In thousands of Brazilian reais, unless otherwise| indicated)

1. OPERATIONS

The operations of Suzano Petroquimica S.A: (the “Company”), a publicly-owned company,
include: (a) manufacturing, development, importation and exportation of polypropylene
used in the production of auto parts, household appliances, containers, bottles, packaging,
carpets, furniture and other; (b) holding company of investments in any company or
enterprise; (¢) leasing or granting the use of its assets relating to the above activities referred
to in item (a) above; and (d) rendering of services relating to the activities described above.

Up to November 30, 2005, the Companyi; was a holding company which held certain
investments in jointly-controlled companies. The Company began to have its own
operations after the acquisitions described in Note 2 below.

The Company holds investments in the following jointly-controlled subsidiaries:

Politeno Industria e Comércio S.A. f‘Poli‘ten(‘p”)

Production of polyethylene used for production of plastic bags and films, packaging,
domestic utilities, toys, agricultural canvas, cleaning products and other.

Petroflex Industria e Comércio S.A. ( “Petroﬂi;x”)

Production of emulsion and solution elastomers used for production of tires, tread bands and
rubber for shoes, televisions, refrigerators, hoses, gaskets, pads, bushing, carpets and other.

Rio Polimeros S.A. (“Rio Polimeros”)

Production of polyethylene for industrial use from the cracking of natural gas. Rio
Polimeros commenced polyethylene production in the preoperating phase in November
2005. Rio Polimeros’ management estimates that this preoperating phase will be completed
during the first quarter of 2006. Rio Polimeros has completed its premarketing operations,
which includes purchasing and resale of polyethylene manufactured by third parties, the
training of sales, logistics and technical assistance teams, and testing of distribution systems,
to prepare for the operating phase of the plant.

2. CHANGE IN OPERATIONS AND CORPOKATE STRUCTURE

On September 1, 2005, the Company acquired all capital stock of Brasil Poliolefinas Ltda.
from Basell International Holdings BV (“Basell”). Brasil Poliolefinas Ltda.’s sole asset was
50% of the capital stock of Polibrasil Participagdes S.A. (“Polibrasil”). As a result of this
acquisition, the Company held 100% of the @apital stock of Polibrasil, which in turn held
98.1% of the capital stock of Polipropileno S.A., which in turn owns 100% of the capital
stock of Polibrasil Resinas S.A., an operating company with total annual production
capacity of 625,000 tons of polypropylene and 25,000 tons of polypropylene compounds.

8
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Suzano Petroquimica S.A.

Simultaneously, Polibrasil spun-off to Qasell, its polypropylene compound business
(“Norcom™) previously operated by Polibrasil Resinas S.A. The operations of Polibrasil
were consolidated by the Company as from September 1, 2005.

The price of the acquisition of Basell Br;?\asil Poliolefinas Ltda., subsequently renamed
Suzano Poliolefinas Ltda., amounted to R$668,493, generating goodwill of R$418,460.
Simultaneously, Basell paid R$54,862 for Nprcom, resulting in a gain of sale of R$264.

On September 30, 2005, the indirect subsidiaries Suzano Poliolefinas Ltda. and Polibrasil
Participagtes S.A. were merged into the dlrect subsidiary Suzano Quimica Ltda., which
became direct shareholder of Polipropileno S.A.

On November 29, 2005, the subsidiary Suzano Quimica Ltda. acquired an additional 1.38%
of Polipropileno S.A. for R$17,927 in a public offering, generating goodwill of R$10,320.
Polipropileno S.A. then redeemed its remaining capital stock by means of a deposit of
R$6,582 to make future liquidation payments to the remaining minority shareholders that
did not participate in the public offering. As a result, Suzano Quimica Ltda. became the
owner of 100% of the capital stock of Polipropileno S.A.

On November 30, 2005, Suzano Quimica Ltaa Polipropileno S.A., Polibrasil Resinas S.A.

and Polibrasil Compostos S.A. were merged | \\mto the Company, Wthh became an operating
company, a manufacturer of polypropylene.

3. PRESENTATION OF FINANCIAL STA’TEWNTS

The financial statements have been prepafed in accordance with Brazilian accounting

practices and the rules and regulations of the Brazilian Securities Exchange Commission
(CVM).

The Company’s consolidated financial statements as of December 31, 2005, which reflect
the 100% ownership interest in the Polibrasil companies, are not comparable to the financial
statements as of and for the year ended December 31, 2004, which reflected the 50%
ownership of that jointly-controlled subsidiary. Note 25 includes a “pro forma” balance
sheet as of December 31, 2004 and “pro forma” statements of income for the years ended
December 31, 2005 and 2004 as if Polibrasil had been consolidated by the Company as
from January 1, 2004.

Certain reclassifications have been made to the Company’s financial statements as of and
for the year ended December 31, 2004 to conform to the 2005 presentation. The
accompanying financial statements are a translatlon and adaptation from those originally
issued in Brazil, based on accounting practlces generally adopted in Brazil. Certain
reclassifications, modifications, and changes |in terminology have been made, in order to
conform more closely to reporting practices prevailing pursuant to accounting principles
generally accepted in the United States of America.




Suzano Petroquimica S.A.

The preparation of financial statements requlres the use of estimates. Accounting estimates
were based on objective and subjective factors, including management’s judgment in
determining the adequate amount to be recorded in the financial statements. Significant
items subject to estimates and assumptions include the allowance for doubtful accounts,
provisions for losses on other current assets, useful lives of fixed assets, goodwill and its
amortization, deferred income tax assets, provision for contingencies and the fair value of
financial instruments. The Company reviews estimates and assumptions regularly. Although
these estimates are based on management’§ knowledge of current events and actions that
may be undertaken in the future, actual results may differ from the estimates included in
these financial statements. |

DESCRIPTION OF SIGNIFICANT ACCOUNTING POLICIES
a) Recognition of revenues and expenses

The result of operations is determined based on the accrual basis. Sales revenue is
recognized when all related risks and| benefits of products are transferred to the
customer. Revenue is not recognized ‘1f there is significant uncertainly as to its
realization.

b) Items denominated in foreign currencies

Monetary assets and liabilities denominated in foreign currencies are recorded based on
the exchange rate at the balance-sheet date. Changes in exchange rates result in
transaction gains and losses which are recognized currently in income.

¢) Rights and obligations

Monetarily restated according to contra{:tual financial charges or exchange rates, to
reflect amounts accrued through the balanée sheet date.

d) Cash and cash equivalents

Cash and cash equivalents include petty cash, bank accounts and highly-liquid
temporary cash investments with original maturities of less than 90 days. Temporary
cash investments are recorded at cost plus income accrued to the balance sheet date,
which does not exceed market value.

e) Marketable securities

Represented by stock of listed compames recorded at the lower of cost or fair market
value.

f) Allowance for doubtful accounts

|
Determined by means of the analysis of historic losses, assessment of balances with

realization risks, specific risks of the portfolio, past experience and negotiations in
process.

10




Suzano Petroguimica S.A.

g

h)

i),

k)

D

Inventories

Stated at average cost of acquisition or production, which does not exceed market value.
Production costs reflect the full absorption method based on normal the utilization of
production capacity; the impact of underutilization of capacity is charged to income
currently. Spare parts are stated at acquisition cost and charged to manufacturing costs

upon consumption or obsolescence.
Investments

Goodwill from acquisitions relates to the expectation of future proﬁtablllty and is being
amortized over perlods of seven to ten |years. Capital stock in companies which have
been destined for sale is reclassified to current assets and is carried at the lower of cost
or market value. The Company reviews the accounting practices used by subsidiaries
and, in case of differences with the Company’s accounting practices, records
adjustments to conform these practices.

Property, plant and equipment

Stated at acquisition or construction cost, plus interest and other financial charges
incurred during construction. Depreciation is computed under the straight-line method at
the rates based on the estimated useful lives of the assets (see Note 13).

Deferred charges

Expenditures incurred during preoperating phase are recorded at cost and deferred and
amortized after the start-up for ten years. In the consolidated balance sheet and in the
Company’s individual balance sheet after the merger of subject companies, balances of
goodwill resulting from the acqulsmor‘r of subsidiaries are reclassified to deferred
charges. Goodwill from acquisitions relates to the expectation of future profitability, and

1s being amortized over a period of seven to ten years.

Scheduled shutdown of plants

Costs incurred as a result of scheduled shutdown of plants for maintenance purposes are
charged to income currently.

Income and social contribution taxes

Recognized on the accrual basis. Deferred income taxes have been provided for on
temporary differences between the tax basw and book basis of assets and liabilities.
Deferred income taxes on tax losses and temporary differences were recognized taking
into account the historical profitability and the expectations of generation of future
taxable income based on feasibility studies. Subsidiaries located in the State of Bahia or
which operate plants located there are jentitled to a benefit of reduction in and/or
exemption of income tax which was granted in prior years. The benefit is deducted from
income tax payable and recorded by the individual companies as capital reserves,
directly in shareholders’ equity. For purposes of the consolidated financial statements,
income tax expense is stated at the amount net of the tax-incentive exemption or
reduction.

11
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Suzano Petroquimica S.A.

m) Provisions

A provision is recorded in the balance sheet when the Company has an obligation by law
or resulting from a past event and it is |probable that funds or assets will be needed to
settle such obligation. Provisions are recorded based on the best estimates of the risk
involved which are supported by the external legal counsel’s opinion.

n) Negative goodwill

Related to unamortized negative goodwill from acquisitions. Negative goodwill is
amortized only in the event that the investment is sold or written off.

o) Foreign subsidiary’s currency translation method

Financial statements of foreign subsidiaries have been translated into local currency
under the current rate method, i.e., ass‘;ets, liabilities and shareholders’ equity at the
exchange rate in force at the balance sheet date and statement of income elements at the
yearly average exchange rate. The effects from the changes in exchange rates on the
opening equity and from the use of the average exchange rate to translate statement of
income elements are recognized on income currently.

p) Interest on capital

Recorded originally in accounting records as finance income, when declared or paid by
subsidiaries or affiliates, and as finance expense when interest is appropriated to
shareholders. However, for purposes of the financial statements the Company uses the
essence of the transaction and, accordingly, credits and charges for interest on capital are
considered as dividends received and paid and do not flow through income.
Consequently, interest on capital received from subsidiaries and affiliates is credited to
the investment caption, and interest on capital paid or payable to shareholders is charged
to retained earnings. |

q) Pension plan contributions

Contributions to private defined-contribution pension plans, computed according to the
rules of such plans, are charged monthly to income. For the few cases of employees who
remain entitled to defined-benefit plans, a provision is recorded to recognize the possible
deficit, if any, determined on the basis of studies developed by independent actuaries.

r) Financial instruments - derivatives
Derivative contracts are accounted at period end using their respective settlement values.

Gains and losses earned or incurred as from these instruments are recognized as
revenues and expenses currently.

5. CONSOLIDATED FINANCIAL STATEMENTS
Consolidated financial statements include the Company and its direct and indirect

subsidiaries, and the Company’s jointly-controlled subsidiaries, which were proportionally
consolidated, according to the following percentage shares:
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2005 2004
Voting Total Voting Total
% % % %o
Suzano Quimica Ltda. ‘ (b) (b) 100.00 100.00
Suzanopar Petroquimica Ltd. 100.00 100.00 100.00 100.00
Polibrasil Participag¢des S.A. * (a) (a) 50.00 50.00
Polipropileno S.A. (b) (b) 98.38 98.11
Polibrasil Resinas S.A. (b) (b 100.00 100.00
Polibrasil Compostos S.A. ‘ (b) (b) 100.00 100.00
Norcom Compostos Termoplasticos do NE S.A. (c) (c) 100.00 100.00
Polipropileno Participagdes S.A. 96.46 9340 89.06 86.59
Petroflex Industria e Comércio S.A. | 20.14  20.12  20.14 20.12
Rio Polimeros S.A. 33.33 3333 3333 33.33
SPQ Investimentos e Participagdes Ltda. 100.00 100.00 100.00 100.00
Politeno Industria e Comércio S.A. ‘ 35.00 33.89 35.00 33.89
Politeno Empreendimentos Ltda. 9999 9999 9999 9999

(a) Company merged into Suzano Quimica Ltda. as of September 30, 2005.
(b) Companies merged into Suzano Petroqu}imica S.A. as of November 30, 2005.
(c) Company alienated to Basell as of Septe“mber 1, 2005.
Description of the main consolidation proced;‘\‘ures:
Elimination of assets and liabilities between consolidated companies.

Elimination of participation in capital, reserves and retained earnings of consolidated
subsidiaries.

Elimination of income, expenses and unrealized income from intercompany transactions.
Segregation of minority interests from equity and results of operations.

The elements of the financial statements of jointly-controlled subsidiaries were
consolidated and eliminated (when this was the case) at the subject percent rate of
participation in total capital (proportional consolidation).

The financial position as of December 31, 2005 and 2004 of the Securitization Fund
(FIDC) formed by receivables of the |jointly-controlled subsidiary Petroflex was
consolidated into the Company according to its share on the subsidiary’s capital. The
amount of subordinated shares owned by tﬁe jointly-controlled subsidiary was eliminated
against the total equity of the FIDC, the net amount of which was classified as a current
liability with FIDC investors. The balance sheet as of December 31, 2004 was restated to
reflect the change in accounting practice of|consolidation of the receivables’ FIDC.

13




f—]—

Suzano Petrogquimica S.A.

6. CASH AND CASH EQUIVALENTS

200 2004
Petty cash | 14 -
Bank accounts ‘ 177,649 34,885
Temporary cash investments ‘ 38,066 136,986

215,729 171,871

7. TRADE ACCOUNTS RECEIVABLE

2005 2004
Domestic clients ‘ 383,082 293,574
Foreign clients \ 86,441 87.779
469,523 381,353
Discounted receivables ! (37,462) (73,655)
Vendor operations (*) 1 (189,642) (108,192)
Allowance for doubtful accounts ‘ (15.083) (16.,412)
| 227,336 183,094
Receivables classified under current assets 214,312 178.858
Receivables classified under long-term assets 13.024 4236

(*) Vendor operations have been contracted with financial institutions according to limits
defined by the Company, which guarantees payment by the corresponding client
(principal and financial charges). As of|December 31, 2005, R$5,015 of total vendor
operations were past due. |

The summary of aging of accounts receivablelis as follows:

| 2005 2004
Current accounts:
From 1 to 30 days \ 176,183 150,956
From 31 to 60 days : 150,906 118,404
From 61 to 90 days ‘ 54,210 45,832
From 91 to 360 days ! 38,624 22,028
More than 360 days ! 1.918 4.236

421.841 341.456

Past-due accounts: ;
From 1 to 30 days ; 22,066 12,533

From 31 to 60 days ‘ 4,072 5,537
From 61 to 90 days ; 1,886 1,637
From 91 to 360 days 5,869 11,332
More than 360 days | 13,789 8.858

47.682 39.897
469,523 381,353
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8. INVENTORIES

Consolidated
2005 2004
Finished products 188,530 86,066
Work in progress " 10,958 883
Raw materials 61,536 38,442
Auxiliary materials and other 13,615 6,179
Maintenance materials ‘ 21,068 10,674
Provision for losses in inventories (3.278) (969)

292,429 141,275

9. RECOVERABLE TAXES

2005 2004

Recoverable income and social contribution taxes 13,365 6,047
Recoverable ICMS tax 193,039 125,658
Provision for losses on I[CMS tax credits ‘ (9,140)  (7,090)
Other 13,388 3,303

‘ 210,652 127,918
Amount classified under current assets 69.360 28.306
Amount classified under long-term assets 141,292 99,612

The Company and its jointly-controlled subs‘w‘idiaries have accumulated ICMS tax credits as
a result of the interstate sales, the tax rate of which is lower than the rate on purchases of
raw materials, and of export sales which are e‘xempted from this State tax.

The Company and the jointly-controlled subsxdlarles have developed tax planning strategies
for recovery of accumulated ICMS tax credlts represented by the initiatives discussed
below. The provisions for losses on these cred1ts have been determined on the basis of the
average discounts granted in negotiations.

Company
Plant located in Duque de Caxias - RJ

Deferral (exemption) of payment of ICMS on purchases of raw materials performed within
the State of Rio de Janeiro, in the 1mportat1‘on of materials and merchandise destined to
manufacturing and in the importation of machmery, equipment, spare parts and accessories
for machinery and equipment. As a result, there are no new credits on these acquisitions,
permitting the realization of existing credits.

Plant located in Camagari - BA

1) Deferral (exemption) of payment of ICMS on importation of materials used for
manufacturing purposes, on purchases from suppliers located in the State of Bahia and
on importation of machinery and equipment. As a result, there are no new credits on
these acquisitions, permitting the reallzatlon of existing credits.

15
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2) Monthly transfer of ICMS tax creditsliarising from local sales to the naphtha cracker
(Bahiaplast Program). ‘

3) Negotiations with the tax authorities of the State of Bahia for the transfer of R$30
million of tax credits to third parties, with a maximum discount estimated in 10%.

4) Transfer of exportation of products manufactured in the Camagari plant to the plant in
Duque de Caxias.

Plant located in Mauad - SP

1) Negotiations with the State tax authorities for the transfer of ICMS tax credits on
exports, amounting to R$14 million, to be used for the payment of raw material
purchases without any discount.

2) Negotiation of a special tax regime foriappropriation and automatic transfer of export
tax credits by means of insurance (Fast-Track).

3) Negotiation of tax incentive project for the plastic industry chain, aimed at the
reduction of the intra-state tax rate of basic and intermediary petrochemical products to

12%, neutralizing the accumulation of cr\;edits resultant from the inter-state sales.

Jointly-controlled subsidiaries

Politeno

The Company’s participation on the total!ICMS tax credits of this jointly controlled
subsidiary amounts to R$45,471 as of Décember 31, 2005 (R$39,393 in 2004). The
management of Politeno has been applying efforts aimed at the realization of these credits,
as well as measures to reduce the future of new credits. The alienation to third parties of a
portion of these credits was already formahzed and is pending of approval by the State tax
authorities. In this regard, during 2005, Pohteno was able to complete sales of tax credits
amounting to R$2,750 (R$673 in 2004).

In the case of Politeno, negotiations have been conducted with the State tax authorities to
realize the remaining balances of credits, almed at identifying alternative courses of action
such as authorization by that agency to perm1t using the credits in the acquisition of raw
materials, extension of deferral of ICMS obligations established in the Bahiaplast Program
and the use of credits to pay for the indirect importation of petrochemical naphtha.

Rio Polimeros

The Company’s participation on the tax credits of Rio Polimeros (20%) amounts to
R$51,247 (R$46,098 in 2004), reflecting fhe long-term obligation, based on current
legislation, from the ICMS on the importation of equipment and spare parts for the setting
up of the plant. :

The Company and the jointly controlled sub51d1arles will continue to review periodically the

realization of ICMS balances and the need toxadjust the provision to bring the asset to the
likely value to be recovered.
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10. INCOME AND SOCIAL CONTRIBUTION TAXES

a) Deferred income tax assets

Deferred income tax assets of the Company, its subsidiaries and jointly controlled

subsidiaries included in the financial statements arise from temporary differences and
tax losses.

On December 31, 2005, the Company has accumulated tax losses for purposes of
corporate income tax amounting to R$120,603 and tax losses for purposes of social
contribution tax amounting to R$135,451.

The composition of deferred income tax assets is as follows:

2005
: Petroflex Politeno
Suzano Rio Industria e Industria e
Petroquimical Polimeros Comércio Comércio
S.A. ‘ S.A. S.A. S.A. Total
Current:
Tax losses 12,488 - 35 - 12,523
Temporary differences 4.095 - 623 - _4,718
16,583 - 658 - 17,241
Long term:
Tax losses 29,830 984 - - 30,814
Temporary differences 9.068 . - 3,501 3,175 15.744
38,808 984 3,501 3175 46558
2004
Petroflex Politeno
Suzano Rio | Indastriae  Inddstria e Polibrasil
Petroquimica Polimeros Comércio Comércio ParticipagGes
S.A. S.A.l S.A. S.A. S.A. Total
Current:
Tax losses - - 35 - 3,240 3,275
Temporary differences 579 - 1,661 - - 2,240
379 —_ 1.696 —_— 3,240 5515
Long term: ‘
Tax losses - 1Q6 - - - 106
Temporary differences 187 = 6.34 2313 9,568 18412
187 106 6,344 2,313 2,568 18,518

After the merger of Polibrasil Participa¢gdes S.A. and subsidiaries into the Company,
deferred income taxes of these companies that had been previously recognized were
written off as the ability to use the subject tax losses was eliminated with the merger. On
the other hand, the Company recorded deferred income taxes on its own tax losses, that
had not been recognized before because as a pure holding company it could not earn

taxable income, becoming an operating company it is now able to generate taxable
income.
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The Company’s management and the imanagement of jointly-controlled subsidiaries,
based on profit projections, recognized tax credits on accumulated tax losses (for both
corporate income and social contribution tax purposes). These tax losses do not expire,
but are limited to 30% of yearly taxable income. '

b) Income tax expense reconciliation

Income and social contribution taxes at nominal rates are reconciled to the amount
reported as income tax expense in these financial statements, as follows:

2005 2004

Income before income taxes 9,788 156,797
Unrecognized tax credits of certain companies 1.436 23,798

} 11,224 180,595
Combined income and social contribution tax rate 34% 34%
Income taxes at the combined rate 3,816 61,402
Exchange rate changes on foreign investments 1,900 1,892
ADENE tax incentives : (7,073) (12,989)
Amortization of goodwill | 3,242 627
Interest on capital to shareholders (collected and paid) - (1,069)
Tax credits on tax losses from prior years; (9,575) -
Write-off of tax credit of merged subsidiaries 4,523 -
Tax credits on temporary differences from prior years (2,774) -
Other permanent additions (exclusions) (159) (3.333)
Total income tax credit (expense) 6.100 46,530
Current income taxes ‘ 25,754 50,844
Deferred income taxes (31.854) _(4.314)

(6.100) _46,530

The Company has tax incentives up to fiscal year 2013, consisting of a 25% reduction of
corporate income tax on the portion of operating profits earned by the Camagari plant,
which is located in the State of Bahia, a tax-incentive region subject to the jurisdiction of
ADENE (Northeast Region Development Agency).

The jointly-controlled subsidiary Politeno Industria e Comércio S.A., whose entire
operations are also located in Camagari - BA, is exempted from corporate income tax on
the operating profit arising from the productlon of conventional and linear polyethylene
up to fiscal year 2006.
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11.

INVESTMENTS

2005 2004
Petroquimica Unido S.A. (*) ‘ 33,385 33,385
Nordeste Quimica S.A. - Norquisa 63,427 63,391
Provision for losses 1 (30,596) (32,620)
Other ‘ 4,867 5,265

71,083 69,421

(*) This investment in the consolidated balance sheet as of December 31, 2004
corresponded to the proportional consolidation of 50% of capital stock of Petroquimica
Unido S.A. (“PQU™) owned by Polibrasil (3,381,710 common shares and 3,381,711
preferred shares). As of December 7, 2005, the Board of Directors authorized the
Company to sell the preferred shares of PQU in 2006, depending on market conditions.
Consequently, these shares are classified as current assets as of December 31, 2005, in
accordance with the Company’s bylaws. The balance remaining in long-term assets as
of December 31, 2005 corresponds to th‘@ common shares.
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Suzano Petrogquimica S.A.

12. RELATED PARTIES

The balances and transactions with related parties are described below. There have been no
relevant commercial transactions among, the Company and subsidiaries and jointly-
-controlled subsidiaries and among subsidiaries.

2005 2004

Liabilities  Transactions Assets Liabilities Transactions
Current Revenue Long-term Current Long-term Revenue
Accounts (exp‘gnse or Accounts Accounts Accounts (expense or
payable purchases) receivable payable payable purchases)
Company with nonconsolidated
related parties 282 (3,189) 1,038 214 - (2,302)
From Suzano Quimica Ltda. with ‘
nonconsolidated parties - : - - 34 - -
Jointly-controlled subsidiaries with
nonconsolidated related parties
Polibrasil Participagdes S.A. (*) - - - 8,612 13,007 (385)
Politeno Industria e Coméreio S.A. - (368,771) - - - (329,695)
Petroflex Industria e Comércio S.A. _ - (90,691) 8 - (94,100)
282

(462,650 M 8,868 13,007 (426,482)

(*) This amount relates to a contract for the acquisitioﬁ of technology “Spheripol” owned by Baselitech USA Inc.,

whose principal balance amounted to US$8,261 thousand on December 31, 2004 and accrues interest at 8% per year
with annual payments up to 2008.

13. PROPERTY, PLANT AND EQUIPMENT

Weighted
yearly average 2005 2004
depreciation ‘ Net book Net book
rate - % Cost 'Depreciation _ value Cost Depreciation _ value

Land - 22,569 ' - 22,569 15,609 - 15,609
Buildings 4 95,525 | (26,577) 68,948 47,141 (11,549) 35,592
Buildings 2.5 14,686 ' (2,596) 12,090 14,612 (2,201) 12,411
Buildings 5 21,809 | (15,332) 6,477 21,750 (14,476) 7,274
Machinery and equipment 10 587,874 . (243,240) 344,634 346,606 (109,643) 236,963
Machinery and equipment 5.7 66,917 ‘\ (22,510) 44,407 53,860 (19,872) 33,988
Machinery and equipment 6.7 166,060 | (133,830) 32,230 159,324 (128,319) 31,005

Furniture, fixture and
installations 10 75911 @  (46,903) 29,008 33,233 (22,623) 10,610
Vehicles 20 4,110 : (2,759) 1,351 2,450 (1,320) 1,130
Leasehold improvements 50 327 (216) 111 286 (126) 160
Leasehold improvements 4.7 1,803 (909) 984 1,885 (889) 996
Computer hardware and other 20 22,160 | (16,242) 5,918 12,898 (8,734) 4,164
Other items 10 11,184 (4,658) 6,526 4,141 (1,919) 2,222
Construction in progress - 868.242 | - 868242 794479 - _ 794479

1.959.267  (315.772) 1443495 1508274  (32L671) L186,603

In May 2001, Polibrasil Resinas S.A. (“\‘Polibrasil”) and Petréleo Brasileiro S.A.
(“Petrobras™) signed an agreement, whose Va]hes were denominated in U.S. dollars, for the
leasing of a manufacturing unit that “splits” propane (“splitter”), which was built by
Polibrasil on Petrobras’ premises in Duque de Caxias - RJ. The contract provides for lease
payments amounting to US$4,930 thousand [per semester. In December 2005, Petrobras
exercised a purchase option contained in the lease and acquired the splitter for R$65,747,
resulting in a loss of R$13,909, which is classified as a nonoperating expense in the
statement of income. |
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14.

From the total balance of construction in pr(i)gress R$831,816 (R$755,587 in 2004) relate to
the participation of the Company in the balance of investments made in the construction,
assembly and engineering of the plant of Rio Polimeros, being conducted by ABB
Lummus/Snamprogetti. The project mvolves the transfer of technology from Univation
Technologies for the production of polyethylene and from ABB Lummus Global
Technologies for the production of ethylene.

Transfer of land use rights

Under the agreement signed with the city ‘authorities of Duque de Caxias, based on the
applicable legislation, Rio Polimeros S.A. has the right of use of the land where the
petrochemical plant is located for a period of 50 years, renewable for another 50 years. As
per the agreement, the city authorities tranéferred the right of use of 87.49% of the land
destined to the construction of the plant. The legal process aimed at transferring the right of
use of the remaining portion of the land has \been conducted at the 4™ Civil Court of Duque
de Caxias.

DEFERRED CHARGES
Politeno Goodwill
Polibrasil Inddstria ¢ Rio Suzano reclassified
ParticipagSes Comércio: Polimeros Petroquimica from
S.A. S.A. S.A. S.A. investments Total

Technology ; - - 75,785 - 75785
Preoperating expenses - 16, 180 ‘ 200,210 33,330 - 249,720
Goodwill - - 418,374 4,007 422,381
Other - 5 (66 - 42211 - 47,877
Amortization - (20.426) (114,717) - (135,143)
Net book value - 2005 - 1,420 ¢ 200210 454,983 4,007 660,620
Net book value - 2004 12.469 1,302 | 77,683 - 4,675 96,129

|

Technology

From the total balance of technology, R$47,869 relates to the acquisition of rights for the
use of the “Spheripol” technology by means of an agreement signed in 1998 with Baselltech
USA Inc., which has been used in the Company’s Maud plant, with capacity of 300
thousand tons per year. This advanced production technology was licensed by Basell, a
worldwide leader in the production of polypropylene.

Preoperating expenses

Suzano Petroquimica S.A.

Assets are related to the preoperating expenses of the merged company Polibrasil
Participagdes S.A., which are aimost fully amortized.
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15.

Rio Polimeros

These deferred charges refer principally' to manufacturing costs incurred during the
preoperating phase of the Rio Polimeros plant (R$86,530), construction of a water
transportation system in partnership withl Petrobras (R$23,643), and disbursements for
payroll, services, taxes and other (R$90,03 7) incurred during the preoperating phase.

Goodwill

From the total balance of goodwill, R$403,142 (net of amortization of R$15,318) refers to
the acquisition of Basell Brasil Poliolefinas|Ltda. (see Note 2), which was computed based
on the equity of Polibrasil as of August 31,2005 and recorded based on the expectation of
future profitability, and is being amortized over seven years, the period used in the
projections that determined the business valuation. There has been no specific allocation
from the acquisition price to property, |plant and equipment since the book value
approximated its fair value as determmed by mdependent appraisers on the date of
acquisition. After the merger of the acqulred companies on November 30, 2005, the
goodwill balance was transferred to deferred charges in the Company’s balance sheet,
maintaining the amortization period of seven years.

LOANS
! 2005 2004
Index or Yearly interest Long Long
currency rate - % Current term Current term
In local currency:
BNDES (National Bank for Economic and ‘

Social Development) TILP! 5 27,195 20,396 - -
BNDES - privatization TR CDI + 6.50 6,382 - 6,490 6,220
Promissory notes - CD+0.60 377,184 - - -
Export credit note - Banco Itad (*) - CDI + 0.462 1,738 75,000 - -
Export credit note - Banco Bradesco - 105.50 CD1 3,945 96,000 - -
Export credit note - Banco do Brasil - 106 CDI 140 100,000 -

416,584 291,396 6,490 6.220

In foreign currency:
Advanced export - Banco ABN Amro

Real US$ . Libor+1.60 53 128,739 - -
Export credit note - Banco Votorantim USS$ 7.97 5,046 234,070 - -
FINIMP (import funding) USS | Libor + 3 57,656 - - -
Advanced export - Banco Santander US$  Libor+1.79 861 29,268 - -
Advanced export - Banco Itai US$ ., Libor +4.50 7.501 4,422 - -

71,117 396.499 -
487,701 687,895 Qp_;ﬂl 6,220

(*) In connection with this loan, the Company contrapted a cross-currency swap to exchange this loan for a
loan denominated in U.S. dollars plus nominal interest of 7.84% per year and effective cost of 6.80% per
year. The objective of this transaction was to ducrease the finance cost of the loan.
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2005 2004 .
Yearly
Index or interest Long Long
Subsidiaries currency rate - % Current term  Current term
Polibrasil Participagdes S.A.:
Local currency: ‘
BNDES ITILP 5 - - 13,147 23,008
BNDES Exim TILP 4 - - 7,511 -
Banco do Brasil - privatization IGP-M 6.50 - - 1724 1,288
- - 28382 24296
Foreign currency: .
FMO USS Libor +4.20 - - 27,142 63,326
BNDES Exim Currency 4 - - 4,426 -
basket
FINIMP (import funding) 'USS Libor + 3 - - 11,091 -
Advanced export - Banco Santander 'US$ Libor + 2.50 - - 3,695 13,240
Advanced export - Banco Itau ‘US$ Libor +4.50 - - 5008 6.259
‘ - - 51362 _82.825
- - 719,744 107.12]
Rio Polimeros S.A.:
Local currency: '
BNDES - Subcredit A TILP 5 16,347 161,105 4,070 131,604
BNDES - Subcredit B TILP 5 3,204 31,656 956 30,903
BNDES - Subcredit C Currency 5 4,651 44979 1,090 35,239
basket
BNDES - Sub A TILP 4.50 638 5,471 - -
BNDES - Sub B US$ 3 116 996 - -
‘ 24956 244.207 _6.116 197.746
Foreign currency:
U.S. Exim Bank US$ 5.51 10,102 152,741 4,392 142,004
SACE Uss$ 5.51 13.746 108312 _3916 126.618
o 23.848 261.053 _8.308 268.622
48,804 505,260 14424 466,368
2005 2004
Index or - Yearly interest Long Long
Subsidiaries currency __rate-% Current  term  Current term
Petroflex Industria e Comércio S.A.:
Local currency:
BNDES TJLP/UMBND + 3.50and S 1,580 4,841 2,025 7,678
FINEP URTILP 6.40 739 5,756 - -
Resolution No. 2,770 - 105.50 CDI 22921 - - -
25.240 10,597 2.025 7.678
Foreign currency: ‘
Exim Bank Uss . Libor+1.25 223 418 247 711
BNDES BNDES
currency basket i - 465 1,537 - -
Interest on discount export bills US$ “ 4.75 160 - 25 -
Advanced exports USsS$ © Libor +2.50 66 3,768 8,030 -
Advances on export exchange ‘
contracts USS$ 5 2,451 - - -
FINIMP US$ : 4.50 2.827 - - -
6.192 5.723 8.302 711

31432 16320 10327 8389
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2005 2004
Index or Yearly interest Long Long
Subsidiaries currency rate - % Current term Current term
Politeno Indastria e Coméreio S.A.;
Local currency: ‘
BNDES TILP ' 3.30 654 428 705 1,047
FINAME TILP ; 8.30t0 9.30 325 212 310 512
FINEP TILP ‘ 2.36 139 - 322 134
Other - . CDI+0.10to 1 - - 10 -
‘ 1.118 640 1,347 1.693
Foreign currency:
FINIMP Us$ : Libor +2 15,590 1,148 1,444 7,916
Advances on export exchange
contracts Uss o 27510 3.98 6.611 - 14718 -
22,201 1,148 16,162 7916

23319 1788 17,509 _ 9,609

SPQ Investimentos e
Participagdes Ltda.-
Overdraft bank account 12 - - -

Consolidated:

Local currency 467,910 546,840 44,359 237,632
Foreign currency ‘ 123,359 _ 664.421 _84.134 360.073

591,269 1,211,261 128493 597,705

The long-term portion of loans matures as follows:

Jointly-controlled subsidiaries
‘ Petroflex Politeno
Rio Industria e Industria e
Company Polimeros S.A. Comércio S.A. Comeércio S.A. Consolidated

2007 24,818 50,526 3,975 1,788 81,107
2008 30,344 58,545 5,415 - 94,304
2009 60,688 60,951 5,022 - 126,661
2010 60,688 60,951 1,907 - 123,546
2011 onwards 511,357 274,286 - - 785.643

687,895 505,259 16,319 L788  L211.261

The indices or reference rates of loans 1'efe}red to above posed the following variations
during 2005: :

‘ Yearly
Index or rate rate
%
TJLP - long-term interest rate 9.75
CDI - interbank deposit certificate ‘ 18.92
UMBNDES - monetary unit of BNDES (14.00)
URTILP - TILP related ratio ‘ 3.59
TR - reference rate ‘ 2.83
IGP-M - general market price index 1.20

26




_—

Suzano Petroquimica S.A.

Guarantees of loans

Company

Promissory notes are guaranteed by the parent company, Suzano Holding S.A., with a cost
of 0.3% per year.

Jointlv-controlled subsidiaries

Rio Polimeros

Cash flow of future operations, supported by export contracts, capital stock of Rio
Polimeros owned by shareholders (Suzano Petroquimica S.A., Unipar and Petrobras
Quimica S.A. - Petroquisa), and subrog‘gtion of the license of use of land. Due to the
delay in the construction of the plant and|of the beginning of preoperating test phase, Rio
Polimeros is conducting negotiations with banks the extension of loan terms by means of
postponing initial maturities to 2007, Wthh are in an advanced phase and shall be
completed during the first quarter of 2006

Petroflex Industria e Comércio S.A.

BNDES - guarantee provided by : related companies Braskem S.A., Suzano
Petroquimica S.A. and Unipar and mortgage of property located in Triunfo, State of
Rio Grande do Sul, whose value is R$11,882.

FINEP - first degree mortgage of propérty located in Duque de Caxias, State of Rio de
Janeiro, whose value is R$19,608. ‘

Politeno Industria e Comércio S.A. -, guaranteed by subject financed equipment
(Government Agency for Machinery and Equipment Financing - FINAME), personal
guarantees of management officers (BNDES), inventories (Financiadora de Estudos e
Projetos - FINEP) and promissory notes (FINIMP).

As of December 31, 2005, the Company is in compliance with all financial covenants
relating to its loan agreements, computed using financial statements prepared in accordance
with generally accepted accounting principles in Brazil, as required by the agreements with
Banco Votorantim and BNDES.

The financial covenants required by the loan agreement with Banco Votorantim for the year
ended December 31, 2005 are as follows: ‘

Net debt to adjusted shareholders’ equity ratio: less than 1.5.
Net debt to EBITDA ratio: less than 7.

EBITDA to financial expense ratio: more than 1.85.
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16. PROVISION FOR CONTINGENCIES

The provision recorded to recognize probable losses in administrative and judicial disputes
related to tax, labor and government-mandated pensions is considered sufficient, according
to the assessment of legal counsel and other legal advisors.

The consolidated provision for contingencies is formed by the individual provisions of the
Company and jointly-controlled subsidiaries as follows (proportional amounts in the case of
the later):

2005 2004
Tax matters: ‘
Suzano Petroquimica S.A. : 4,354 -
Politeno Induastria e Comércio S.A. 1,068 1,531
Polibrasil Participagdes S.A. (2) - 5,930

Petroflex Industria e Comércio S.A. (1) 1,718 56.608
‘ 8.040 64,069

Labor matters:

Suzano Petroquimica S.A. : 5,601 -
Polibrasil Participagdes S.A. (2) ‘ - 1,923
Petroflex Industria e Comércio S.A. ‘ 471 433

6.072 2,356

Civil matters:

Suzano Petroquimica S.A. 6,059 -
Polibrasil Participagdes S.A. (2) i - 2717
i 6.059 _2.717

Other- ‘
Petroflex Induastria e Comércio S.A. f 193 372

20,364 69.514

(1) This provision as of December 31, 200“4 consisted of the judicial dispute initiated by
Petroflex on IPI (excise tax) tax credits that would have been generated in the
acquisition of IPI-exempted products or\products taxed at the so-called “zero rate”. As
of October 18, 2005, the Regional Federal Court (TRF) of the 2" Region disclosed a
decision which demed the requirement \of Petroflex. As a result of this decision, the
Company made a payment to the Federal tax authorities for the amount of taxes unduly
offset by disputed credits plus interest accrued through payment date, thus settling this
contingency.

(2) As explained in Note 2, Polibrasil Partrc1paeoes was merged into the Company during
the year 2005. '

Labor lawsuit concerning clause 4 (relating to the subsidiaries Polibrasil Resinas and

Politeno) !

Under the collective negotiation agreement\between Polibrasil Resinas (plant located in
Camagari, State of Bahia) and Politeno, among other companies with plants in the Camagari
petroehemrcal hub, and the petrochemical workers union, salaries and benefits paid to those
workers, in the period from September 1989 to August 1990, should be monetarily restated
based on the IPC (consumer price index), bemg prohibited the substitution of the IPC for
any other lower index.
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In March 1990, the Brazilian government! introduced an economic plan known as Collor
Plan, which established certain indices fqr the monetary restatement of the employees’
salaries, however, without including the! IPC of April 1990. Based on former court
decisions, the association of petrochemicall companies understood that the Collor Plan did
not determine salary increases based on the IPC, which was contrary to the terms of the
annual collective negotiation. Thus, the employers’ association filed a lawsuit against the
workers’ union claiming a statement that the monetary restatement indices established by
the Collor Plan prevailed over the conflicting provisions of the collective agreements. The
Regional Labor Court decided in favor of the workers’ union, and this decision was later
changed in part due to the appeal filed with the Superior Labor Court. In 1998, the
companies’ association filed an extraordinary appeal with the Federal Supreme Court.

Initially the Federal Supreme Court decided favorably to the workers’ union, but changed its
decision in December 2002, stating that the collective agreement cannot prevail over
Federal law, particularly law concerning the public order in Brazil. The Federal Supreme
Court’s decision on this matter is not definitive. The Company’s management believes that
appeals are still possible, and considers it is not possible to determine the amounts involved
in the lawsuit; accordingly, no change to the accounting procedures adopted until then has
been made, i.e., no provision for possible loss arising from the outcome of the lawsuit has
been recorded.

17. CAPITAL STOCK

Capital stock subscribed and paid-in is represented by 226,695,380 nominative shares
without par value, being 97,375,446 commod shares and 129,319,934 preferred shares.

The bylaws establish a minimum dividend of 30%, computed on adjusted income. Preferred
shares have no voting rights and are entitled to the same dividend as common shares. The
bylaws provide for the recognition of a special reserve for future capital increase, in the
amount of 90% of the profits remaining after Bppropriation of the legal reserve and dividend
distribution, aiming to assure adequate operating conditions. The balance of this special
reserve cannot surpass 80% of the amountl of capital. The amount remaining after the
constitution of this special reserve for future capital increase might be destined to the

statutory reserve till this reserve reaches 20% of capital.
Dividends

The computation of dividends proposed by management, according to the Company’s
bylaws, is as follows:

2005 2004
Net income 15,244 109,064
Legal reserve (5%) : (762) _(5.4353)
14,482 103,611
Minimum statutory dividends - 30% 4,345 31,083
Proposed dividends “ 4,352 28,110
Interim dividends } - 14.015

Total dividends 4,352 42,125
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18.

19.

20.

21.

Total dividends correspond to 30.1% of adjusted net income. Proposed dividends
correspond to R$0.0192 per share for both common and preferred shares.

A General Extraordinary Meetmg of Shareholders held as of November 18, 2004, approved
the increase in mandatory minimum d1v1dends from 25% to 30% on adjusted net income, as
well as the retroactive cancellation to January 1, 2004 of the provisions that permitted

preferred shares to receive dividends 10% hlgher than the dividends attributed to common
shares.

NET SALES AND COST OF PRODUCTS SOLD

2005 2004
Net Costof ©+  Gross Net Cost of Gross
sales sales profit sales sales profit

Domestic market 1,553,625 (1,284,952) 268,673 1,350,530 (1,055,816) 294,714
Foreign markets 363.044 (334j346)‘ 28.698 259,587 _(212.813) _46.774
1916,669 (1,619,298) 297,371 1.,610.117 (1,268,629) 341.488

COMPENSATION OF DIRECTORS AND éENIOR OFFICERS

2005 2004
Compensation f 8919 6313

1

The compensation of dlrectors and senior management officers is classified under “General
and administrative expenses” account.

FINANCIAL INCOME (EXPENSES)

2005 2004
Financial expenses | (113,170) (52,356)
Exchange losses i 26419 8.350
| (86,751) (44.006)
Financial income ‘ 23,664 16,689
Exchange gains : (5,019 (508)

18,645 16,181

FINANCIAL INSTRUMENTS

The Company and the jointly-controlled subsidiaries participate in operations involving the
usual financial instruments described below.
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22.

The fair market values estimated for the assets, liabilities and financial instruments
recognized in the Company’s financial st“atements as of December 31, 2005 which are
different from the corresponding book values can be summarized as follows:

Book Fair
value value
Short-term investments ‘ 34,779 45,785
Investments carried at cost- ‘
Petroquimica Unido S.A. 1 33,385 43,950
Loans denominated in local currency ‘ (631,242) (629,927)
Swap contracts ‘ (3,946) (7,421)

The jointly-controlled subsidiaries disclosed in their financial statements that there are no
relevant differences between the fair market values and book values of assets, liabilities and
financial instruments recorded in the consoli‘\dated financial statements.

The criterion for determination of fair market values stated above is as follows:
Short-term investments

The economic value of preferred shares\ from Petroquimica Unido S.A. (“PQU”) was
estimated based on technical analysis Of discounted cash flows developed by third
parties. In addition to these shares, the Company owns other shares which are available
for sale, amounting to R$1,394, reﬂectmg market value in light of the fact that this is
lower than book value.

The criteria used to determine the fair values }in the above table are as follows:
Investments carried at cost

Estimated in accordance with the discounted cash flow, as discussed above for preferred
shares.

Loans denominated in local currency

PrOJected cash flows of loans, c0n51dermg contracted rates, discounted to present value
using current market rates

Swap contracts
The swap contracts were repriced at December 31, 2005.

There were no unrecorded financial instruments as of December 31, 2005 and 2004
(Company and jointly-controlled subsidiaries).

INSURANCE COVERAGE (UNAUDITED) |

The Company and the jointly-controlled subsidiaries adopt a policy of maintaining adequate
insurance coverage for property, plant and equipment items and inventories subject to risk,
based on the orientation of insurance consultants. The coverage of principal insurance
policies is as follows:
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Entity and type of risk

Suzano Petroquimica S.A.:
Civil responsibility and unrealized
profits

Fire

Civil responsibility

Civil responsibility

Civil responsibility

Civil responsibility

Petroflex Industria e Comércio S.A.:

Fire, lightning and explosion
Fire, lightning and explosion

Civil responsibility
Civil responsibility

Rio Polimeros S.A.:
Acts of terrorism
Civil responsibility

Civil responsibility
Civil responsibility
Civil responsibility
Civil responsibility

Politeno Indistria e Coméreio S.A.:
Civil responsibility and unrealized
profits
Civil responsibility
Civil responsibility

Subject assets or individuals
|

Products ‘\‘and operations

Plants |

Directors and management officers
Products “and operations (in the country)
Products located abroad and constructions

. |
Miscellaneous

Inventories

Buildings, building content and unrealized
profits

Directors jand management officers

Miscellaneous

Business interruption

Constructions, assembly services and
installation of machinery and equipment

Commercial € manufacturing sites

Merchandise

Directors and management officers

Miscellanéous

Products and operations

. |
Directors and management officers
Miscellaneous
|

(*) Proportional amounts for jointly-controlled subsidi“aries.

23. GUARANTEES GRANTED TO OTHERS

Coverage

amount (*

227,471

805,358
35,111
59,471
54,408
59,235

183,573

1,111,694

23,407
15,629

234,070
23,407

23,407
16,500
18,726
16,385

756,280
23,407
18,659

Guarantees assumed by the Company in connection with the obligations of subsidiaries and
jointly-controlled subsidiaries are as follows: :

Petroflex Indastria e Comércio S.A.-

BNDES

Polibrasil Resinas S.A.~
BNDES

Rio Polimeros S.A.:
Carta de fianga - Unibanco

Carta de fianga - Banco do Brasil

2005 2004
16,746 19,291

- 36,155
49,085 -
9,027 -
58.112 -
74,858 55.446
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24, PENSION PLANS

In January 2005, the Company created a private defined-contribution supplementary
pension plan for its employees. This plan, named Suzano Prev, is sponsored also by other
Companies of Suzano Group. The contributions made by the Company for the year ended
December 31, 2005 amounted to R$97.

Previnor - Associacdo de Previdéncia Privada

As a result of the merger of Polibrasil Participagdes and subsidiaries, the Company assumed
the responsibility for the pension plan relating to the employees of these companies, which
is managed by Previnor - Associagdo de Pr\evidéncia Privada, a private pension entity. The
main objective of Previnor is to supplementi‘ pension benefits provided by the Federal social
security system to the employees of Previnor and its sponsors and their relatives. Previnor
collects monthly contributions from the sponsors, computed on the basis of the monthly
compensation of employees, and mamtalns a defined contribution plan for scheduled
benefits and defined-benefit plan for risk and proportional benefits. Contributions for 2005
amounted to R$2,018 (R$2,457 in 2004). The Company has responsibility to pay for plan
deficits in relation to the plan obligati ons determined by actuarial calculations. As of
November 30, 2005, an actuarial report prepared by independent actuaries resulted in a plan
surplus for Previnor of R$4,253 (R$3,796 as of November 30, 2004). This surplus, which

has not been recognized in the Companyws financial statements, is represented by the

following:

11/30/05 11/30/04
Present value of plan obligations ‘ (41,071) (32,699)
Fair value of plan’s assets : 47,130 39,312
Net result 6,059 6,613
Portion attributable to sponsor ‘ (1.806) (2.817)
Net surplus 4,253 3,796

The main actuarial assumptions used for the computations above (expressed in weighted
averages) are as follows:

| 11/30/05 11/30/04

% %
Discount rate of the actuarial obligation 11.30 12.36
Expected earnings on the plan’s assets 11.30 12.36
Expectation of inflation ‘ 5.00 6.00
Estimated future salary raises : 6.05 7.06
Turnover of employees ‘ 0.50 0.50
Future increase of benefits 5.00 6.00
Proportion of employees opting for early retirement 100.00 50.00

The pension plan of Politeno and a portion éf the plan of Petroflex are also managed by
Previnor. ‘

33




—,—_—

Suzano Petroquimica S.A.

Petroflex, besides being sponsor of the plan managed by Previnor, for a portion of its
employees is co-sponsor of Fundac¢do Petrobras de Seguridade Social - Petros (Petrobras
sponsors 90% of the plan), which is a} defined-benefit plan. The estimated actuarial
obligation of Petroflex is recognized and the Company’s participation on this liability
amounts to R$4,476 as of December 31, 2005 (R$4,609 in 2004).

The jointly-controlled subsidiaries Politeno and Petroflex disclose in their financial
statements the information required by CVM Instruction No. 371/00, and there is no
additional deficit arising from pension plans attributable to these companies to be recorded.

25. “PRO FORMA” FINANCIAL INFORMATlION

As a result of the acquisition of Basell Brasil Poliolefinas Ltda., the consolidated financial
statements for the year ended December 31, 2005, which incorporate all merged operations
of Polibrasil companies as from September 1, 2005, are not comparable to the financial
statements for the year ended December 31, 2004, which proportionally consolidated only
50% of those operations. ‘

The following “pro forma” financial information consolidates 100% of Polibrasil companies
as if the acquisition of the its remaining capltal stock and the merger of the companies had
taken place on January 1, 2004. Minority mterest was recorded relating to the 50% of total
shares owned by Basell for periods prior to the acquisition. The “pro forma” information is
only presented for comparative purposes and does not purport to be indicative of what
would have occurred had the acquisition|actually been made at such date, nor is it
necessarily indicative of future operating results

The following criteria and assumptions Were used in the preparation of the “pro forma”
financial information:

a) The participation acquired from Basell on September 1, 2005 was classified as minority
interest for periods prior to the acquisition date.

b) The “pro forma” financial information does not include “pro forma” adjustments relating
to the amortization of goodwill resulting from the acquisition.

c) The “pro forma” financial information does not include “pro forma” adjustments relating
to the additional interest cost that would have been incurred to fund the acquisition had it
occurred on January 1, 2004. '

d) Except for the impacts discussed in item a) above, the financial position of Polibrasil and

its result of operations have been consolidated in the “pro forma” financial information
as from January 1, 2004.
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CONSOLIDATED BALANCE SHEET AS OF DECEMBER 31, 2005 AND
“PRO FORMA” CONSOLIDATED BALANCE SHEET AS OF DECEMBER 31, 2004

ASSETS 2005 2004
“Pro forma”
CURRENT
Cash and cash equivalents 215,729 171,903
Marketable securities 34,779 -
Trade accounts receivable 214,312 237,186
Inventories 292,429 223,771
Recoverable taxes 69,360 44,550
Deferred taxes assets ‘ 17,241 8,754
Other assets 30,781 25,734
Prepaid expenses 5.132 5.713
Total current assets ‘ 879,763 717,611
LONG-TERM ASSETS A
Deferred tax assets i 46,558 28,086
Recoverable taxes ‘ 141,292 114,444
Judicial deposits ‘ 3,029 2,661
Trade accounts receivable \ 13,024 4,236
Other assets : 32,293 2,221
Related parties 1 - 331
Total long-term assets j 236.196 151.979
PERMANENT ASSETS
Investments \ 71,083 102,574
Fixed assets 1,443,495 1,492,084
Deferred expenses ' 660,620 108.597
Total permanent assets ‘ 2,175,198 1,703,255
TOTAL ASSETS 3,291.1 2,572,845
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CONSOLIDATED BALANCE SHEET AS OF\ DECEMBER 31, 2005 AND
“PRO FORMA” CONSOLIDATED BALANCE SHEET AS OF DECEMBER 31, 2004

LIABILITIES AND SHAREHOLDERS’ EQUITY | 2005 2004

“Pro forma”
CURRENT LIABITIES
Suppliers 207,755 68,313
Loans 591,269 208,234
Obligations with securitization fund ‘ 23,747 22,431
Income tax payable 15,268 21,430
Accrued salaries and payroll taxes 23,309 14,834
Customer advances ‘ 31,743 -
Related parties 282 17,790
Dividends proposed and payable ; 5,586 29,946
Other accounts payable 45,752 32,726
Income taxes payable ‘l - 9,757
Total current liabilities 944,711 425,461
LONG-TERM LIABILITIES ;
Suppliers ‘ 14,044 -
Loans 1,211,261 704,824
Deferred income taxes ‘ 1,412 1,448
Provision for contingencies , 20,364 80,082
Related parties - 26,013
Other taxes payable 55,871 45,546
Swap contracts \ 3,946 -
Provision for pension plan ‘ 4,476 4,609
Other accounts payable 21,728 675
Total long-term liabilities 1,333.102 863.197
NEGATIVE GOODWILL 45.318 42.193
MINORITY INTEREST : 1.472 286,332
SHAREHOLDERS’ EQUITY *
Capital i‘ 826,283 826,283
Revaluation reserve | - 2,489
Profit reserves 140.271 126.890
Total shareholders’ equity : 966,554 955,662
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 3,291,157  2.572.845
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“PRO FORMA” CONSOLIDATED STATEMENTS OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004

2005 2004

GROSS REVENUE 3,254,888 3,260,050
Deductions of gross revenue ; (734,329) (743,729)
NET REVENUE 2,520,559 2,516,321
Cost of goods sold : (2,144,595) (1,979,825)
GROSS PROFIT 375,964 536,496
SALES INCOME (EXPENSES) \

Selling expenses ; (176,300) (157,115)
General and administrative ‘ (76,712) (68,978)
Interest expenses (89,611) (63,453)
Interest income ‘ 21,497 20,672
Goodwill amortization (20,692) {4,358)
Other operating income (expenses) “ 27,659 22,951
OPERATING INCOME 61,805 286,215
Nonoperating expenses ‘ (26,272) (23,773)
INCOME BEFORE TAXES j 35,533 262,442
Current income taxes (30,508) (85,816)
Deferred income taxes 27,226 3,007
INCOME BEFORE MINORITY INTEREST | 32,251 179,633
Minority interest ‘ (17,007) (70,569)
NET INCOME “ 15,244 109,064
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26. SUMMARY AND RECONCILIATION OF THE DIFFERENCES BETWEEN
ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN BRAZIL (BRAZILIAN
GAAP) AND ACCOUNTING PRINCIPLES GENERALLY ACCEPTED IN THE
UNITED STATES OF AMERICA (U.S. GAAP)

] - Description of GAAP differences
\

The consolidated financial statements of the Company are prepared in accordance with BR
GAAP, which comply with those prescribed by Brazilian corporate law and specific
standards established by the CVM. Note 3 to the consolidated financial statements
summarizes the accounting policies adopted by the Company. Accounting policies, which
differ significantly from U.S. GAAP, are summarized below.

a)

b)

Inflation accounting

Under BR GAAP, the Company discontinued accounting for the effects of inflation as of
December 31, 1995. As of January 1, 1996 the carrying value of all nonmonetary assets
and habdmes became their historical basis. Under U.S. GAAP, Brazil was considered to
be a highly inflationary economy until July 1, 1997, and the effect of inflation was
recognized until December 31, 1997.

In determining amounts under U.S. GAAP, the effects of inflation for the years ended
December 31, 1996 and 1997 were determined using the “Indice Geral de Precos -
Mercado - IGP-M” index, which is a widely-accepted and respected index published
monthly by the Fundagédo Getulio Vargas.

Through December 31, 1995, the Company used indexes established by the government
to restate balances and transactions for purposes of its corporate law financial
statements. Such indexes do not necessarily represent changes in general price levels, as
would be required under U.S. GAAP.

Reversal of fixed asset revaluations and rélated deferred tax liabilities

For U.S. GAAP reconciliation purposes, the revaluation of fixed assets and the related
deferred income tax effects recorded in tﬂe financial statements prepared in accordance
with BR GAAP have been eliminated in lorder to present fixed assets at historical cost
less accumulated depreciation. Accordingly, the depreciation on such revaluation
charged to income has also been eliminated for U.S. GAAP reconciliation purposes.

Capitalization of interest in relation to conétruction in progress

Under BR GAAP, prior to January 1, 1996 the Company was not required to capitalize
the interest cost of borrowed funds as part of the cost of the related asset. Under U.S.
GAAP, capitalization of borrowed funds during construction of major facilities is
recognized as part of the cost of the related assets.

Under U.S. GAAP, interest on constructlon period financing denominated in foreign
currencies is capitalized using contractual mterest rates, exclusive of foreign exchange or
monetary correction gains or losses. ;Interest on construction-period financing
denominated in Brazilian reais is capitalized.
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d) Deferred charges

BR GAAP permits the deferral of reseé‘lrch and development costs and of preoperating
expenses incurred in the construction or expansion of a new facility until the facility
begins commercial operations. Deferred charges are amortized over a period of five to
ten years. ‘

For U.S. GAAP reconciliation purposés, such amounts do not meet the conditions
established for deferral and, accordingly, have been charged to income, and the related
amortization under Brazilian GAAP has been reversed.

Different criteria for amortization of tech“nology

Under BR GAAP, the amount of R$47,869 of legal rights to use the technology
Polibrasil acquired from Basell is being amortized by the straight-line method over five
years, which is a period allowed by Brazilian corporate law.

Under U.S. GAAP, the technology right iis being amortized by the period of the contract
which allows Polibrasil to use this technology, which is twenty years. The difference
presented in the shareholders’ equity rec\pnciliation relates to the timing effects of these

two different amortization periods used. !
Accounting for direct financing lease

BR GAAP does not require specific aécounting for different classifications of lease
arrangements by the lessor. Consequent‘ily, virtually all lease contracts are considered
operating leases, with receipt of payments and depreciation of the fixed asset being

recorded in the statement of operations th“roughout the period of the lease arrangement.

U.S. GAAP requires the lessor to detex“ymine if the lease arrangement is a sales-type
lease, direct finance lease or operating lease as defined under SFAS No. 13, “Accounting
for Leases”. As disclosed in Note 13, the Company entered into a lease with Petrobras as
a lessor on September 30, 2003, Wthh under U.S. GAAP is considered a direct
financing lease.

The reconciling adjustments include the reversal of the depreciation of the leased
equipment and related rental revenue recorded under BR GAAP and the recognition of
the earned income under U.S. GAAP. Also in 2005, the reconciliation includes the
reversal of the loss recorded on the sale of the leased asset under Brazilian GAAP and
the loss recorded under U.S. GAAP.

On December 29, 2005, Petrobras, the lessee, exercised a purchase option included in
the lease agreement and paid a total amount of R$65,748. Under U.S. GAAP, the

Company recorded a loss in the amount of R$24,723 upon exercise of the purchase
option.
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g)

h)

Pension plan

In determining the pension benefit obligations for BR GAAP, Brazilian Accounting
Standard NPC No. 26 is effective for financial statements beginning with the year ended
December 31, 2001. As permitted by NPC No. 26, the transitional obligation at adoption
date, which is the difference between the plan’s net assets and the projected benefit
obligation at that date, was fully recognized directly to retained earnings.

For the purpose of U.S. GAAP, the Company recognizes these effects according to
SFAS No. 87, “Employer’s Accounting for Pensions”. An initial transition obligation
determined based on an actuarial valuation is recognized and actuarial gains and losses,
as well as unexpected variations in plan assets and the projected benefit obligation and
the effects of amendments, settlements and other events, are recorded in accordance with
these standards and therefore result in deferral differences. Under SFAS No. 87, the
Company defers actuarial gains and losses.

Acquisitions

Under Brazilian accounting practices, “assets and liabilities of acquired entities are
reflected at book values. Goodwill is represented by the excess of purchase price paid
over the book value of net assets and is amortized on a straight-line basis over the

periods estimated to be benefited.

Under U.S. GAAP, business combinatidns are accounted for by the purchase method
utilizing fair values. Goodwill is not amortized and is tested annually for impairment or
more frequently if events or changes in circumstances indicate that the goodwill is
impaired. Such impairment test is perfor%ned utilizing a two-step method. The first step
compares the fair value of a reporting unit with its carrying amount, including goodwill.
If the carrying amount of a reporting unit exceeds its fair value, the second step is
performed to measure the amount of impairment loss, if any, by comparing the implied
fair value of reporting unit goodwill with the carrying amount of that goodwill. If the
implied fair value of reporting unit goodwill is lower than the carrying amount of such
goodwill, an impairment loss is recognized.

Polibrasil acquisition

As mentioned in Note 2, on September: 1, 2005, the Company acquired from Basell
International Holdings BV 100% of the outstanding shares of Basell Brasil Poliolefinas
Ltda., a holding company which ovxfned 50% of Polibrasil Participagdes S.A.
(“Polibrasil”). With this acquisition, the Company increased its economic and voting
interest to 100% in Polibrasil, which owns 98.1% of Polipropileno S.A. and in turn its
wholly subsidiary, Polibrasil Resinas S.A., the operating entity. Simultaneously, the
Company sold its 50% interest in Norcom to Basell. The results of Polibrasil’s
operations have been included in the consolidated financial statements as from
September 1, 2005. Polibrasil is a manufacturer of polypropylene used for production of
auto parts, household appliances, containers, packaging, carpet, furniture and other. As a
result of this acquisition, the Company' becomes the Latin American leader in the
production of polypropylene and the second largest Brazilian producer of thermoplastic
resins.
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Additionally, on November 29, 2005, in a Public Offering of Purchase of Shares
(“OPA”), the Company acquired 1.89% of the minority interest of Polipropileno S.A. for
R$17,927. Under U.S. GAAP, the cost of acquisition is comprised as follows:

Amount paid for 50% of Basell Brasil Poholeﬁnas Ltda., plus acquisition

cost of R$8,465 668,493
Amount received for 50% interest in Norcom (54,862)
Fair value of 50% of Norcom ‘ 27,345
Cash paid for acquisition of additional m1nor1ty interest in Polipropileno 17,927
Purchase price 658,903

The Company has recorded such acquisition based on the fair value of the assets
acquired and liabilities assumed and determined goodwill in accordance with the
purchase method of accounting prescribdd by SFAS No. 141, “Business Combinations”.

The following table summarizes the es“timated fair values of the assets acquired and
liabilities assumed at the date of acquisition:

Fair value of Polibrasil’s net assets:

Current assets 3 400,115
Inventories \ 212,926
Property, plant and equipment : 618,026
Other assets : 202.431
Current liabilities ! 162,754
Other liabilities j 69,598
Debt 526,288
Supply agreement intangible asset 18.606
Deferred tax liabilities 97.690
Net assets | 558,562
Interest acquired (50%) l 279,281
Fair value of Basell Brasil Poliolefinas Ltda s other assets and liabilities:
Current assets ‘ 647
Property, plant and equipment ‘ 42
Total liabilities : (84)
Fair value of total net assets acquired 279,886
Purchase price ‘ 658,903
Goodwill recorded under U.S. GAAP 1 379,017
Tax deductible goodwill recorded under BR GAAP 428.780

Difference between BR GAAP and U.S. GAAP 49.763
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Following are the components of the U.S. GAAP adjustment in net income and
shareholders’ equity related to such acqulsmons as of and for the year ended December

31, 2005:
2005
Differences in net loss: ‘
Reversal of amortization of goodwill under BR GAAP 15,443
Amortization of fair value adjustment to property, plant and equipment (4,335)
Realization of inventory fair value adjustment (11,606)
Realization of pension asset fair value adjustment 366
Realization of debt fair value adjustment (496)
Realization of sales agreement adJustment 802
Deferred income tax (59
U.S. GAAP purchase accounting adjustment in net loss (Polibrasil) 115
U.S. GAAP purchase accounting adjustment in net loss (other acquisitions) 203
Total effect on net loss 318
Differences in shareholders’ equity:
Reversal of goodwill recorded under BR GAAP (428,780)
Reversal of accumulated amortization under BR GAAP 15,443
Property, plant and equipment fair value adjustment (i) 76,204
Amortization of fair value adjustment to property, plant and equipment (4,335)
Inventories fair value adjustment 11,606
Realization of inventory fair value adjustment (11,606)
Pension asset fair value adjustment 2,243
Realization of pension asset fair value adjustment 366
Debt fair value adjustment (ii) u 626
Realization of debt fair value adjustment (496)
Supply agreement fair value adjustment (iii) (9,127)
Realization of supply agreement fair value adjustment 802
Goodwill recorded under U.S. GAAP 378,067
Benefit applied to reduce goodwill ﬂ 950
Deferred income tax (27.787)
Total 4176
Effect of 50% of historical U.S. GAAP adjustments (4.061)
U.S. GAAP purchase accounting adjustment in net loss 115
U.S. GAAP purchase accounting adjustmeht in shareholders’ equity
(Polibrasil) (3.946)
U.S. GAAP purchase accounting adjustment in shareholders’ equity (other
acquisitions) 45,002
Total effect on shareholders’ equity 41.056

(i) The fair value adjustment to property, plant and equipment is being depreciated
over approximately five years, which represent the remaining useful life of the
related assets. :

(ii) The debt fair value adjustment is bemg amortized over the remaining term of the
related debt agreements.
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i)

(iii) The supply agreement fair value adjustment relates to Suzano’s obligation with the
former shareholder of Basell to sup‘ply raw materials at a price below its fair value
and is being amortized over ﬁve years, representing the term of the related
agreement.

The following summary presents the Company’s unaudited “pro forma” consolidated
results of operations for the years ended December 31, 2005 and 2004, in accordance
with Brazilian accounting practices, as 1f the Polibrasil acquisition had been completed
on January 1, 2004. The unaudited “pro forma” adjustments are principally related to the
amortization of goodwill and interest recorded relating to the financing obtained for this
acquisition. The “pro forma” information is only presented for comparative purposes and
does not purport to be indicative of what would have occurred had the acquisition
actually been made at such date, nor is it necessarily indicative of future operating
results: :

Amounts under Brazilian accounting practices 2005 2004
Net sales and services ‘ 2,520,559 2,516,321
Net income ‘ 24.077 137,451
Net earnings per thousand common shares basic and diluted -

whole R$ 0.25 1.41
Net earnings per thousand preferred shares basic and diluted -

whole R$ - 1.11
Impairment test

SFAS No. 142, “Goodwill and Other Mténgible Assets”, addresses financial accounting
and reporting for acquired goodwill and other intangible assets. SFAS No. 142 addresses
how intangible assets that are acquired individually or with a group of other assets (but
not those acquired in a business combination) should be accounted for in financial
statements upon their acquisition. This statement also addresses how goodwill and other
intangible assets should be accounted for !after they have been initially recognized in the
financial statements. Under SFAS No. 142, goodwill is no longer subject to amortization
over its estimated useful life, but rather it w111 be subject to at least an annual assessment
for impairment by applying a fair-value- based test. Additionally, negative goodwill is

recognized as an extraordinary gain at the \ume of the business combination.

The Company performed impairment tes’ys for all of its goodwill recorded under U.S.
GAAP as of December 31, 2005 and 2004 and, as a result, no impairment charge was
recognized during 2005 and 2004.
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k) Impairment of long-lived assets

Under BR GAAP, the carrying value of fixed assets is written down to realizable values
when it is estimated that such assets will not be realized when compared to the results of
future discounted cash flow projection. Under U.S. GAAP, SFAS No. 144, “Accounting
for the Impairment of Long-lived Assets and Long-lived Assets to Be Disposed of”,
addresses accounting for the impairment of long-lived assets. Under SFAS No. 144, a
provision for impairment is recorded' against long-lived assets when there is an
indication, based on a review of undrscounted future cash flows, that the carrymg value
of an asset or a group of assets may not be recoverable. No impairment provision was
required under U.S. GAAP nor BR GAA‘P for all periods presented.

Earnings per share

Under BR GAAP, net income per share is calculated on the number of shares
outstanding at the balance sheet date; no information is disclosed on diluted earnings per
share. Information is disclosed per lot of one thousand shares, because generally this is
the minimum number of shares that can be traded on the Brazilian stock exchanges.
Subsequent changes in the Company’s share capital are not retroactively reflected in the

disclosure of number of shares outstanding and in the calculation of earnings per share
under BR GAAP.

Under U.S. GAAP, since the preferred and common shareholders have different voting
and liquidation rights, basic and diluted |earnings per share have been calculated using
the “two-class” method, pursuant to SFAS No. 128, “Earnings per Share”, which
provides computation, presentatlon and dlsclosure requirements for earnings per share.
The “two-class” method is an earnings a‘llocatlon formula that determines earnings per
share for preferred and common stock according to the dividends to be paid as required
by the Company’s bylaws and participation rights in undistributed earnings. Basic
earnings per common share are compufed by dividing net income by the weighted-
average number of common and preferred shares outstanding during the period. In
accordance with Emerging Issues Task Force EITF No. 03-6, “Part1c1patmg Securities
and the “two-class” Method under FASB Statement No. 128”, since preferred
shareholders have a liquidation preference over common shareholders, net losses are not
allocated to preferred shareholders.

The computation of basic earnings per share is as follows:

;2005 2004
Common ! Preferred Total Common Preferred Total

Basic and diluted:
Net (loss) income available under :

U.S. GAAP (73.9) . - (73.9) 49.5 63.1 1126
Weighted average shares outstanding 97,375.0 ,129,320.0 226,695.0 97,375.0 123,956.0 221,331.0
(Loss) earnings per share U.S. GAAP ‘

(in Brazilian reais - R$) (0.76) ‘ - - 0.51 0.51 -

44




Suzano Petroquimica S.A.

m) Investments in affiliated companies

As discussed in Note 5, under BR GAAP, the Company consolidates jointly-controlled
subsidiaries using proportional consolidation. The Company’s principal investments
accounted for using proportional consolidation are Polibrasil (2004 and up to August
2005), Petroflex, Rio Polimeros and Politeno. Under U.S. GAAP, proportional
consolidation is not applied. This is a presentational difference only and does not affect
the net income nor shareholders’ equity as determined under U.S. GAAP. Refer to item
“n” below.

For U.S. GAAP reconciliation purposes, less than 20% owned affiliated companies have

been accounted for at cost, and investments with voting participation of more than 20%
and less than 50% have been accounted for on the equity method for all years presented.
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0)

P)

Q)

Reversal of proposed dividends

Under BR GAAP, at each year-end management is required to propose an annual
dividend distribution from earnings and to accrue for this in the financial statements,
subject to ratification by the shareholders meeting. However, Brazilian corporate law
requires that a certain amount of d1v1dends be distributed to shareholders, defined as
minimum compulsory dividends, not subject this determination to the controlling
shareholders. For this portion, as determined by Brazilian corporate law, the Company is
liable to pay minimum compulsory dividends at the balance sheet date. The Brazilian
statutory law gave to the Company’s bylaws the power to define the dividends
calculation basis, as long as it is clearly defined and do not subject the dividends
calculation to the judgment of the management or to the judgment to the majority of the
shareholders. Suzano’s bylaws define the minimum compulsory dividend to be 30% of
adjusted net income (as defined in the Brazilian corporate law). The dividends should be
equally paid to both common and preferr‘,‘ed shares.

Under U.S. GAAP, since proposed divlidends in excess of the minimum compulsory
dividend may be ratified or modified at the annual shareholders’ meeting, such
dividends would not be considered declared at the balance sheet date and would
therefore not be accrued.

. .. i
Transactions between entities under common control

Under U.S. GAAP, accounting for a transfer of assets or exchange of shares between
entities under common control, the entlty that receives the net assets or the equrty
interest shall initially recognize the assets and liabilities transferred at their carrying
amounts in the accounts of the transferrin\g entity at the date of transfer.

Under BR GAAP, some transactions between entities under common control could be
recognized based on values other than transferred carrying amounts.

The adjustment presented under this caption represents the above-mentioned difference
relating to transference of shares of the subsidiaries Petroflex and SPQ Investimentos e
Participagdes occurred among entities under common control of the Company.

Minority interest i
Minority interest corresponds to the respectrve participations of minority shareholders in
all adjustments from subsidiaries these ﬁnanc1a1 statements.

As detailed in Note 9 not all subsidiar}ies are wholly owned by the Company and
therefore the U.S. GAAP adjustments |identified for each of such subsidiaries are
allocated to their respective minority shareholders based on their participation.

|
Accounting for derivative financial instruments

Under BR GAAP, derivative financial inétruments are recorded at liquidation values as
determined on each balance sheet date. Under U.S. GAAP, since none of the Company’s
derivative financial instruments qualify for hedge accounting, the derivative instruments
are reported at fair value on each balance sheet date and classified as an asset or a
liability.

48




Suzano Petroguimica S.A.

The following table provides a detail of jour derivative financial instruments outstanding
as of December 31, 2005 (as of December 31, 2004, the Company had no outstanding
derivative instruments):

Notional
Type 3 Maturity date _amount  Gain (loss)
CDI rate x interest of 7.84% p.a. + U.S. doﬂlar 2005 to 2008 8,333 (899)
CDI rate x interest of 7.84% p.a. + U.S. dollar 2005 to 2009 8,333 (918)
CDlI rate x interest of 7.84% p.a. + U.S. dollar 2005 to 2009 8,333 (914)
CDI rate x interest of 7.84% p.a. + U.S. dollar 2005 to 2010 8,333 (875)
CDI rate x interest of 7.84% p.a. + U.S. dollar 2005 to 2010 8,333 (894)
CDI rate x interest of 7.84% p.a. + U.S. dollar 2005 to 2011 8,333 (843)
CDI rate x interest of 7.84% p.a. + U.S. dollar 2005 10 2011 8,333 77
CDI rate x interest of 7.84% p.a. + U.S. dollar 2005 to 2012 8,333 (603)
CDI rate x interest of 7.84% p.a. + U.S. dollar 2005 to 2012 8,333 (698)
Total fair value ‘ (7,421)
Settlement value recorded under BR GAAP 3.946
U.S. GAAP adjustment (3.475)

Equity adjustment - Norquisa

The equity adjustment reflected in the reconciliation refers to the investment that
Politeno and Polipropileno Participa¢des hold in Norquisa, considering the adjustments
posted into its financial statements in accordance with U.S. GAAP. These adjustments
are mainly represented by the equity adju$tment on those entities as a consequence of the
investment that Norquisa holds in Braskem S.A. (a petrochemical operating company
located in the Northeast Region of Brazil) and relates basically to price level adjustment,

deferred charges reversal, pension plan, business combinations and deferred taxes.

Under U.S. GAAP, both Politeno and Polipropileno Participagbes discontinued applying
the equity method when their investments at Norquisa was reduced to zero, as the U.S.
GAAP shareholders’ equity of Norquisa was negative by the time Company’s
subsidiaries Politeno and Polipropileno Participagdes ceased to have influence over the
administration of Norquisa, changing the valuation criteria of this investment from
equity method to cost method on such date. The subsidiaries did not provide for
additional losses as they have neither lguaranteed obligations of Norquisa nor are
otherwise committed to provide further fmanmal support for Norquisa.
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9,

Classification of export notes

Certain subsidiaries of the Company have discounted certain export notes under recourse
financing arrangements with financial iinstitutions operating in Brazil. If the original
debtors fail to pay their obligations wh‘en due, these subsidiaries would be required to
repay the financed amounts. Under BR GAAP, such transactions are classified as a
reduction of accounts receivable as mentloned in Note 6. Under U.S. GAAP, these
transactions are recorded gross as accounts receivable and bank loans. As a
consequence, current assets and 11ab111t1es under U.S. GAAP would be increased by
R$11,427 and R$68,170 as of December 31, 2005 and 2004, respectively. As of
December 31, 2004, there was no export notes registered in the Company. This U.S.
GAAP difference has no net income or equlty effect.

New accounting pronouncements

On March 31, 2004, the EITF reached final consensus on EITF No. 03-06, “Participating
Securities and the “two-class” Method under FASB No. 128, Earnmgs per Share”.
Typically, a participating security is cntltled to share in a company’s earnings, often via
a formula tied to dividends on the Company s common stock. The issue clarifies what is
meant by the term participating security,as used in FASB No. 128. When an instrument
is deemed to be a participating security, it has the potential to significantly reduce basic
earnings per common share because the| “two-class” method must be used to compute
the instrument’s effect on earnings per share. The consensus also covers other
instruments whose terms include a pamcxpatlon feature. The consensus also addresses
the allocation of losses. If undlstrlbuted earnings must be allocated to participating
securities under the “two-class” method, losses should also be allocated. However, EITF
No. 03-06 limits this allocation only to situations when the security has the right to
participate in the earnings of the Company, and an objectively determinable contractual
obligation to share in net losses of thé Company. The consensus reached in EITF
No. 03-06 is effective for fiscal periods beginning after March 31, 2004. Earnings per
share in prior periods must be retroactively adjusted in order to comply with the
consensus decisions reached in EITF No. 03-06. EITF No. 03-06 has been adopted in
2005.

In November 2004, the FASB issued SFAS No. 151, “Inventory Costs - an Amendment
of ARB No. 43, Chapter 4”, which clarifies the accounting for abnormal amounts of idle
facility expense, freight, handling costs, and wasted material (spoilage) and also requires
that the allocation of fixed production ovf\erhead be based on the normal capacity of the
production facilities. SFAS No. 151 is effective for inventory costs incurred during fiscal
years beginning after June 15, 2005. Management does not expect the adoption of this

SFAS will have an impact on the Compan:;/’s financial statements.

In December 2004, the FASB issued SFAS No. 153, “Exchanges of Nonmonetary
Assets - an Amendment of APB Opinion | No. 297, which addresses the measurement of
exchanges of nonmonetary assets and eliminates the exception from fair value
measurement for nonmonetary exchanges of similar productive assets and replaces it
with an exception for exchanges that do not have commercial substance. SFAS No. 153
is effective for nonmonetary asset exchanges occurring in fiscal periods beginning after
June 15, 2005. Management does not expect the adoption of this SFAS will have an

impact on the Company’s financial stateménts.
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In March 2005, the FASB issued FASB Interpretation - FIN No. 47, “Accounting for
Conditional Asset Retirement Obhgat1ons which clarifies the term conditional asset
retirement obligation as used in SFAS No. 143, “Accounting for Asset Retirement
Obligations”, as a legal obligation to perform an asset retirement activity in which the
timing and/or method of settlement are conditional on a future event that may or may not
be within the control of the Company. FIN No. 47 is effective no later than the end of
fiscal years ending after December 15, 2005. Management does not expect the adoption
of this FIN will have an impact on the Company’s financial statements.

In May 2005, the FASB issued SFAS No. 154, “Accounting Changes and Error
Corrections”, which replaces APB Opinion No. 20, “Accounting Changes”, and SFAS
No. 3, “Reporting Accounting Changes jin Interim Financial Statements™, and provides
guidance on the accounting for and reporting of accounting changes and error
corrections. SFAS No. 154 applies to all voluntary changes in accounting principles and
requires retrospective application (a term defined by this SFAS) to prior periods’
financial statements, unless it is impractieable to determine the effect of a change. It also
applies to changes required by an accounting pronouncement that does not include
specific transition provisions. In addition, SFAS No. 154 redefines restatement as the
revising of previously issued financial statements to reflect the correction of an error.
The statement is effective for accountihg changes and corrections of errors made in
fiscal years beginning after December 15, 2005. Management does not expect the
adoption of this SFAS will have an 1mpact on the Company’s financial statements.

II - Reconciliation of the differences between U.S. GAAP and BR GAAP in net income

Ref. 2005 2004

Net income as reported under BR GAAP | 15,244 109,064

U.S. GAAP adjustments relating to mvestments accounted for
using the equity method ‘ (m) (80,574) 4,179
Adjustments from consolidated companies:
Inflation accounting, net of depreciation (a) (831) -
Different criteria for-

Capitalization of interest, net from depreciation (©) 4,325 -
Pension plan (g2) 2,103 -
Different criteria for amortization of technology (e) 840 -
Derivative financial instruments (s) (3,475) -
Direct financing lease ‘ ® (7,866) -
Business combinations Polibrasil (h) 318
Transactions between entities under common control @ 668 964
Minority interest on U.S. GAAP adjustments 63) (1,576) (790)
Deferred income tax on the above adjustments (3,075 (818)

Net income under U.S. GAAP ‘ (73.899) 112,599
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LI - Reconciliation of the differences between U.S. GAAP and BR GAAP in shareholders’

equity

Shareholders’ equity as reported under BR ( GAAP

U.S. GAAP adjustments relating to mvestments accounted for

using the equity method

Adjustments from consolidated companies:
Inflation accounting, net of depreciation
Different criteria for:
Capitalization of interest, net from deprematlon
Reversal of proposed dividends
Pension plan ‘
Different criteria for amortization of technology
Derivative financial instruments
Direct financing lease
Minority interest on U.S. GAAP adJustments
Business combinations Polibrasil
Transactions between entities under common control
Equity adjustment in Norquisa’s investment
Deferred income tax on the above adjustments

Shareholders’ equity under U.S. GAAP

1V - Additional disclosures required by U.S. GAAP

a) Pension plan

Ref.

%)

(@

(©)
(n)
(®)
(e
@
®
)]
(h)
(0)
(1)

2005 2004
966,554 955,662
(145,719) (61,084)
5,667 -

(59,968)

- 11,042
4,712 -
3,828 -
(3,475) -
1,665 3,048
41,056 -
16,445 15,777
(24,827) (24,827)
(2,794)  (7,181)
803.144 892437

Information with respect to the Company’s defined benefit plan in the form required by
SFAS No. 132(R), “Employers’ Disclosure about Pensions and Other Postretirement
Benefits” (revised 2003), related to Pohbrasﬂ Participa¢des, which was consolidated by
the Company on August 31, 2005 due to the achISlthIl of remaining 50% ownership

interest, for the year ended December 31, \2005 is as follows:

Change in benefit obligation:
Benefit obligation at beginning of year -
Effect of Polibrasil consolidation
Interest cost
Benefits paid from plan assets
Actuarial gain
Benefit obligation at end of year
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2005
Change in plan assets:

Fair value of plan assets at beginning of year -
Effect of consolidation of Polibrasil 45,106
Actual return on plan assets ‘ 3,283
Employer contribution 9
Benefits paid from plan assets ! (781)
Fair value of plan assets at end of year : 47,617
Funded status 6.343
Unrecognized prior service cost (2,126)
Unrecognized net actuarial loss an
Effects of business combinations : 506
Net amount recognized under U.S. GAAP 4,712

The accumulated benefit obligation for the defined benefit pension plan was R$41,241 at
December 31, 2005.

The components of the Company’s net periodic benefit cost (income) were as follows:

2005
Service cost ! 4
Interest cost 1,374
Expected return on plan assets (1,788)
Amortization of prior service cost 1 (59
Effects of business combinations (127
Net periodic benefit cost under U.S. GAAP 596

The actuarial assumptions used in the accountmg for the Company’s benefit plans were
as follows:

Pension
liability - %
2005
Weighted-average assumptions used to de‘%ermine net periodic benefit
cost:
Discount rate ; 10.25
Expected return on plan assets 12.00
Average rate of compensation increase | 6.05
Weighted-average assumptions used to determme benefit obligations:
Discount rate 1 10.25
Average rate of compensation increase 6.05

The expected long-term rate of return for the plan assets was set up based on the pension
portfolio’s past average rate or earmngs discussion with portfolio managers and
comparisons with similar companies. T he\expected long-term rate of return is based on
an asset allocation assumption of 15% to equltles and 85% to fixed income securities.
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b)

Plan assets

The Company’s pension plan weighted-%average asset allocations at December 31, 2005
by asset category were as follows:

2005 - %
Equity securities | 20.00
Fixed income 72.00
Real estate ‘ 6.00
Loans 2.00
Total ‘ 100.00

The Company’s contributions to the ipension plan in 2006 are estimated to be
approximately R$27. |

Estimated future benefit payments

The following benefit payments, which reflect expected future service, as appropriate,
are expected to be paid:

Pension benefits

2006 2,522
2007 ‘ 2,636
2008 : 2,757
2009 ‘ 2,914
2010 : 3,033
2011 through 2015 : 18,043

Concentrations of credit risk

The Group’s sales policy is linked to the credit rules fixed by management, which seek
to minimize any problems arising from! defaults by its customers. This objective is
achieved by attributing credit limits to clients according to their ability to pay and by
means of diversification of accounts receivable (spreading the risk). At and for the year
ended December 31, 2005 and 2004 no!customer individually represented more than
10% of trade accounts receivable or revenue,

The Company requires letters of credit for sales to foreign markets, thereby reducing the
risk of default on such sales.

Commitments

The Company’s purchase commitments: amount to R$6,776,287 and relate to raw
materials. f
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d)

The purchase commitments have the following maturity:

Year Amount

2006 1,424,505
2007 1,495,838
2008 ‘ 1,455,939
2009 1,189,010
2010 1,210,995
Total ‘ 6,776,287

Intangible assets subject to amortization

Following is a summary of the Compény’s intangible assets subject to amortization
under U.S. GAAP (at December 31, 2004, the Company had no intangible assets):

December 31, 2005
“Spheripol” technology

Gross 1 47,869
Accumulated amortization ‘ (10.492)
Net ‘ 37,377

Aggregate amortization expense for the above intangible assets amounted to R$1,730 at
December 31, 2005.

The estimated aggregate amortization expense for the next five years is as follows:
|

Amount
2006 1 3,072
2007 \ 3,072
2008 1 3,072
2009 ‘ 3,072
2010 3,072

Supplementary information - valuation anb qualifying accounts for accounts receivable

2005
Balance beginning at August 31, 2005 21,057
Additions ‘ 1,696
Write-offs (16.248)
Balance at the end of the year ‘ 6.505
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f) Condensed financial information under U.S. GAAP

Based on the reconciling items and discussion above, the Company’s consolidated
balance sheet, statement of operations, and statement of changes in shareholders’ equity
under U.S. GAAP are as follows: ‘

(i) Condensed balance sheets under U.S. GAAP

Assets 2005 2004
Current assets:
Cash and cash equivalents 1 185,388 119,325
Short-term investment ‘ 40,521 -
Trade accounts receivable 119,440 -
Inventories t 208,727 -
Deferred taxes 16,583 579
Other debtors 75,069 28,820
Prepaid expenses 1 11.868 128
Total current assets : 657,596 148.852
Investments 591,237 783,190
Goodwill, net 424,290 -
Property, plant and equipment 469,773 787
Long-term assets:
Intangible, net 37,377 -
Deferred income tax ‘ 38,898 187
Recoverable VAT “ 45,530 -
Trade accounts receivable { 11,406 -
Other debtors ‘ 28,376 1,746
Total long-term assets : 161,587 1,933
Assets ‘ 2.304,483 934,762
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Liabilities and shareholders’ equity 2005 2004
Current liabilities:
Trade accounts payable ; 130,837 -
Payroll and related charges : 17,009 725
Taxes payable other than income | 5,135 1,628
Short-term debt \ 468,254 5,518
Interest payable on short-term debt , 30,755 972
Dividends proposed and payable - 17,090
Other accounts payable 77,708 2,475
Total current liabilities 729,698 28.408
Noncurrent liabilities: ‘
Loans and financings 678,318 6,220
Fair market value of derivative financial instruments 7,421 -
Provision for contingencies | 16,014 -
Interest payable on long-term debt, 9,577 -
Deferred income taxes ‘ 30,598 7,181
Other accounts payable 29.906 514
Total noncurrent liabilities 771.834 13,915
Minority interest (192) -
Shareholders’ equity:
Share capital 826,283 826,283
Profit reserves (23.139) 66,154
1 803.144 892.437
Liabilities and shareholders’ equity 2,304,484 934,762
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(i) Condensed statements of operationg under U.S. GAAP

2005 2004

Net sales | 594,765 -
Cost of sales ‘ (525,762) -
Gross profit | 69,003 -
Operating expenses: ;

Selling and marketing (50,243) -

General and administrative ; (30,105) (20,091)

Other operating income (expenses), net (7,099) (119)
Operating expenses ‘ (87,447) (20,210)
Nonoperating income (expenses):

Financial expenses, net | (59,989) (3,402

Other : 374 39
Income (loss) before income tax, equlty in affiliates and

minority interest (78,059) (23,573)
Income tax benefit (expense):

Current (13,160) (1,185

Deferred \ 35,331 (52)

Income before equity in earnings (lbsses) of affiliates and

minority interest (55.,888) (24.810)

Equity in earnings (losses) of afﬁhates (16,388) 138,108
Income before minority interest ‘ (72.276) 113,298
Minority interest ‘ (1,623) (699)
Net income (loss) for the year i (73,.899) 112,599
(Loss) earnings per share - common | (0.76) 0.51
(Loss) earnings per share - preferred - 0.51

(iii) Statement of comprehensive income |

Under Brazilian accounting practices] the concept of comprehensive income is not
recognized. Under U.S. GAAP, SFAS No. 130, “Reporting Comprehensive
Income”, requires the disclosure of comprehensive income. Comprehensive income
is comprised of net income and other comprehensive income that include charges or
credits directly to equity which are not the result of transactions with owners. Since
the Company has no transactions that result in other comprehensive income, net
income (loss) is equal to comprehensive income (loss) for all periods presented.
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(iv) Condensed statements of changes in shareholders’ equity under U.S. GAAP

2005 2004
At beginning of the year ‘ 892,437 779,021
Capital increase ‘ - 31,900
Net (loss) income (73,899) 112,599
Dividends and interest attributed to shareholders’ equity
declared (15,394) (31,083)
At end of the year f 803,144 892,437

g) Statements of cash flow

The consolidated statements of cash flows for the two years ended December 31, 2005
and 2004 are presented in accordance with the presentational format determined by U.S.
GAAP using amounts determined under BR GAAP, adjusted to remove the effect of
proportional consolidation. |

2005 2004
OPERATING ACTIVITIES \
Net income for the year 15,244 109,064
Adjustments to net income (loss) reconciliation:
Depreciation and amortization 27,093 104
Amortization of goodwill 16,718 668
Write-off of goodwill 1,840 -
Equity net losses on joint controlled and affiliated companies (64,184) (133,929)
Gain on sale of Norcom \ (264) -
Loss on sale of property, plant and equifgment (splitter) 13,900 -
Provision for losses on accounts receivable 5,246 -
Increase on interest payable 1 608 (127)
Monetary and exchange variation 4,531 267
Deferred income tax (39,963) 470)
Minority interest 644 (790)
Changes in assets and liabilities:
Trade accounts receivable 114,860 (780)
Inventories (21,122) -
Taxes recoverable (4,262) 28
Prepaid expenses (2,993) 51
Dividends receivable 78,345 39,530
Other receivables (10,311) (1,746)
Suppliers ‘ (2,988) -
Salaries, taxes, charges and contributions (1,379) 1,733
Provision for contingencies 1 (688) -
Advances from customers 28.444 -
Other payables 17.834 2,265
Net cash provided by operating activities 177,153 15,868
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2005 2004

INVESTING ACTIVITIES !
Proceeds from sale of property, plant and equipment 63,526 34
Capital expenditures (7,024) (288)
Proceeds from the sale of net assets of Norcom 46,854 -
Payment for purchase of 50% of Polibrasil, net of cash acquired (678,770) -
Acquisition of mmorlty interest (3,362) -
Capital increase in jointly-controlled sub51d1ar1es (113,724) (74,746)
Net cash used in investing activities ‘: (692,500) (75,000)
FINANCING ACTIVITIES
Proceeds from issuance of debt ‘ 957,571 -
Repayment of debt ‘ (327,375) (6,150)
Repayment of debt - related parties (25,007) -
Capital increase ‘ - 31,900
Dividends paid (23,779) (21,054)
Net cash provided by financing activities 581.410 4.696
Increase (decrease) in cash and cash equivalents 66,063 (54,436
REPRESENTED BY ‘
Cash and cash equivalents, at beginning bf the year 119,325 173,761
Cash and cash equivalents, at end of the year 185,388 119,325
Increase (decrease) in cash and cash equiiw\valents 66.063  (54.436)
SUPPLEMENTARY CASH FLOW INFORMATION
Income and social contribution taxes pald (11,426) @&
Interest paid ; (25,760) (1,099)
Acquisition of technology through loan | 22,222
Purchase of remaining interest in sub51d1ary

Cash and cash equivalents 14,956

Current assets (-) cash and cash equlvalents 530,505

Noncurrent assets 61,583

Permanent assets ! 678,069

Current liabilities (472,647)

Noncurrent liabilities } (281,072)

Negative goodwill ‘ (21,743)

Minority interest ‘ (2,414)

(-) Interest held before the remaining acqu1s1t10n (249,597)
Goodwill ‘ 428,780
Purchase price paid in cash 1 686,420
(-) Cash acquired (7.651)
Purchase price paid in cash, net of cash acqulred 678,770
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27. SUBSEQUENT EVENTS

Company

In light of the Company’s plans of impleménting a funding strategy based substantially on
long-term debt, as of January 26, 2006, the Company received US$160 million
corresponding to the first portion of the US$200 million long-term loan agreement made
with the IFC.

The funds have been used for the advanced payment of the short-term promissory notes
issued to fund the acquisition of the 50% remaining capital shares of Polibrasil.

The loan is formed by three portions as fouows: Portion A, amounting to US$50 million,
with a total term of 12 years, with a 3-year grace period; Portion B, amounting to US$140
million, with total term of 8 years and a 2- year grace period; and Portion C, amounting to
US$10 million, with a total term of 12 years (one single payment at the maturity).

Portions A and C are funded directly by th¢ IFC and portion is funded by a syndicate of
international “first rate” banks composed of lBanco Santander Central Hispano S.A., ABN
AMRO Bank N.V., Société Generale S.A. and Nederlandse F1nanc1er1ngs-Maatschappu
voor Ontw1kkelmgslanden N.V. (FMO), whlch share US$26.25 million each, and of Banco
Bilbao Vizcaya Argentaria S.A. and Natex1s Banques Populaires which participate in
US$17.5 million each. The materialization ‘Qf the loan agreement with the IFC, together
with the Company’s financial restructuring plan already disclosed, will permit the Company
to improve its capital structure, with debt profile of longer average terms. The indebtedness
cost in August 2005, before the debt restructuring, was 6.85% per year on balances
denominated in U.S. dollars, being reducedhn the subsequent period to 6.54% per year,
using market parameters thereon. Currently (March 6, 2006), the average debt cost is 6.75%
per year. In August 2005, before the debt restructurmg, the average debt term was extended
from 2.5 years to 6.4 years. Currently, the average debt term to maturity is 6.1 years.

The IFC loan agreement is subject to financial and nonfinancial restrictive covenants. The
financial covenant represents a maximum ratio for net debt to adjusted EBITDA of 4.5.
Nonfinancial covenants include usual I’CStI‘lCthl’lS to contracting new debt, payment of
dividends beyond the minimum threshold of the Company’s bylaws, leasing of property and
equipment, loans to third parties, part1c1pat10r1 in new joint ventures and partnerships, and
participation in businesses not related to the petrochemlcal industry. In addition, there are

covenants related to environmental policies and good practices in connection with safety
and health.

Petroflex
In January 2006, based on a decision approved in a Board of Directors meetlng of
November 8, 2005, the Company began the 4™ issuance of debentures, whose major features

are mentioned below. This operation has been subject of disclosure to potential investors
and is expected to be completed by February 2006.
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The major features of these debentures are as follows:

a) Total amount of R$160 million, represénted by 16,000 debentures with par value of
R$10 each, which are nominal, 51mp~1e type, and nonconvertible in shares. The
4™ issuance is a sole series with a total term of five years and final maturity at December
1,2010.

b) The funds to be obtained will be used to \1mpr0ve liquidity and to extend and/or replace
the subsidiary’s indebtedness.

RS0245%.*

62




©

SUZANO

PETROGUIMICA
e T

Suzano Petroquimica Amjrounces 2005 Results

Polibrasil’s incorporation and Riopol’s start up are historical marks for the Company

Séo Paulo, March 14, 20056 - Suzano Petroquimica S.A. (the
“Company”’) (BOVESPA: SZPQ4; LATIBEX: XSUPT), the Latin
American leader in the production of polypropylene and a joint
controller shareholder in relevant players in the petrqchemical
sector - Rio Polimeros S.A., Petroflex Industria e Comércio S.A.
and Politeno Industria e Comércio S.A., announced today its
earnings results for the fourth quarter (4005) and for the year 2005
(2005).

All the comparisons made in this release take into account the
same quarter of 2004 (4Q04) or the year 2004 (2004) unless
otherwise specified.

Special Features of this Earnings Release: 1

With the assumption of Polibrasil's control on September 1%, 2005, and its
subsequent incorporation by Suzano Petroquimica on November 30", since
3Q05 the Company decided to release its earnings results in a pro forma basis,
in order to allow a better analysis of the business now heid by ‘Suzano
Petroquimica and to insure a better comparison with previous periods and
future results estimates. Therefore, operating and financial information is
presented in a pro forma basis, considering full ownership (100%}) of Polibrasil
in all periods, in Brazilian reais, except where otherwise indicated. §tandard
accounting data is available at the Brazilian Securities and E>‘(change
Comission (CVM).

(1) Suzano Petroquimica Parent Company pro forma analysis fully reflécts the
performance of the polypropylene business previously conducted by Rolibrasil
that is currently conducted by the Company itself, besides the activiries that

were already executed by the Company in the past (monitoring its share in
Riopol, Petroflex and Politeno).

(2) Suzano Petroquimica Consolidated pro forma analysis ta§<e into
consideration the Parent Company as disclosed in item (1) consohdatmg
proportionally the share held by the Company in the jointly controlled
companies Petroflex (20.1%), Politeno (33.9%) and Riopol (33. 3%) The
percentage used for Politeno’s consolidation is different from the share held in
the company because the “B class” preferred shares are granted |a fixed
annual dividend of 6% of the book value of the shares.Riopol's results‘ will not
be consolidated as it is currently at the pre-operating stage; we are only taking
into consideration the pre-marketing results. The performance analysis of the
companies where Suzano Petroquimica holds joint control is dlsclosed at the
Suzano Petroquimica Consolidated section.

(3) Untit September 1%, Polibrasil’s financial statements reflected the results of
the polypropylene compoundrng business, which on that date were transferred
to Basell. In order to allow adjustments in past periods and improve
comparison with the estimates, we indicate that in the last 3 years
polypropylene compound sales volume represented approxrmately\5% of
Polibrasil’s total sales volume, while net revenue from this sale volume were
equivalent, in average, to 8% of Polibrasil’s total net revenues.
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Share information
(in 03/14/06)

SZPQ4
R$/ share 4.22
Maximum - 52 weeks 5.92
Minimum = 52 weeks 4.05

Market Value: R$ 957 million (US$ 450
million)

Number of shares: 226,695,380
Exchange rate: 2,1269

Earnings Results Agenda

Apimec Meeting SP: March 15, 2006, at 6
pm (local time), at Hotel Intercontinental
(Alameda Santos, 1.123 — Saldo Nery & Milliet
- Jardins)

Apimec Meeting RJ: March 17, 2006, at
12:30 pm (local time), at Hotel Meridien (Av.
Atlantica 1.020 — Meeting Rooms Cristal 1 and
2 - Copacabana)

Conference call in English: March 16, 2006,
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Highlights of the Year

Suzano Petroquimica takes control of the largest polypropylene operation in Latin
America

Suzano Petroquimica concluded, on September 1%, the operation for the acquisition of Basell's stake in
Polibrasil, for the amount of US$ 276.8 miillion. This operation involved the simultaneous sale of Polibrasil's
polypropylene compounding business to Basell, for US$ 23.0 million, resulting in a net disbursement of US$
253.8 miillion by Suzano Petroquimica. In this operation a R$ 418.5 million goodwill was generated, which
will be amortized in 7 years.

With this transaction, Suzano Petroquimica became the Latln American leader in the production and trading
of polypropylene and the second largest producer of thermoplastlc resins in Brazil, with a production capacity
of 625 thousand tons/year which will be expanded to 875 thousand tons/year until 2008 after the conclusion
of the on going expansion project.

Suzano Petroquimica receives the Natlonal Quality Award and the BSC Hall of
Fame: important awards that acknowledge the excellence of its management

Suzano Petroquimica received, on October 28", the Na’uonal Quality Award (PNQ). This award was
implemented in Brazil in 1992, using the same structure of the Malcoln Baldrige award (USA), the Deming
award (Japan) and the European Quality Award (Europe) awards, in order to disseminate best management
practices. The award, granted by the National Quality Foundatlon (FNQ), is a result of a selection process
aiming at benefiting the Brazilian economy through the dlssemmat(on and exchange of experiences among
the known to count on management excellence. Since lts implementation only 19 companies, which are
known by adopting FNQ's excellence criteria, were granted with the award. However, among all winners,
Suzano Petroquimica is the only one to win the PNQ award having all of its units under assessment (Maua,
Duque de Caxias, Camacari and Headquarters).

PNQ excellence criteria has as fundamentals: a) leadership and consistency of goals; b) vision of the future;
¢) focus on the client and on the market; d) social and ethical responsibility; e) decision based on facts; f)
attention to the staff, g) approach by processes; h) focus on results; i) innovation; j) agility; k) corporate
learning; and [) systemic vision.

In 2005, more than 40 companies participated in the process, out of which only 18 were agproved to the
second stage and only 8 went to the finals. The award ceremony took place on November 27", and counted
with the presence of authorities, Government representatlves besides top executives of the Country’s
greatest economic groups.

The Company also received the BSC Hall of Fame award, which honors companies that have stood out in
the implementation of the Balance Scorecard methodolqu, developed by the Harvard teachers, David
Norton and Robert Kaplan in order to assist companies to translate strategy into operating goals driving their
behavior and performance. Companies from several countnes participated in the third edition of the award,

and Suzano Petroquimica was granted with the award on September 30™, 2005.

These two great awards confirm the Company's excellence in its strategic activity and business
management.

Suzano Petroquimica is included in Latin Amerlca corporate governance good
practices case study, sponsored by IFC and OECD

The publication, sponsored by the Organization for Economlc Co-operation and Development (OECD) and
the Corporate Governance Department of the International Finance Corporation (IFC), studied the cases of 8
Latin American companies considered to be ahead in terms of initiatives to reform and improve corporate

governance practices in the continent. The book was pHesented in September 2005 at the Sixth Latin
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American Round Table Meeting for Corporate Govemance in the city of Lima, Peru, and included Suzano's
case, which comprised Suzano Petroquimica’s and Suzano Papel e Celulose’s practices.

Suzano Petroquimica accomplishes Corporaite Restructuring

With the acquisition of Polibrasil’s control, Suzano Petrequimica could accomplish an important corporate
restructuring process, which allowed it to become a company with operations of its own, through the
incorporation of Polibrasil on that date, and also allowed a significant simplification of its structure, providing
more transparency and facilitating the understanding of its activities. Details on the evolution of the
Company’s ownership and the Takeover Bids can be foun‘d at the “Corporate Events” section.

Suzano Petroquimica implements new Finanéial Plan

Aiming not only at paying Basell for its stake in Polrbrasﬂ but also at funding the project of expansion of
production capacity, promoting the corporate restructunng and extending debt maturity with a simultaneous
reduction in average cost, Suzano Petroguimica took advantage of a better moment of liquidity in the local
and international financial markets, and structured a new financial plan. Among the operations, it is worth
mentioning the International Finance Corporation - IFC long term financing signed on December 14™, 20085,
in the amount of US$ 200 million, which first disbursement occurred in January, 2006. The |mplemented
measures resulted in the expansion of the average debt amortization term from 2.5 years to 6.4 years and, at
the same time, the reduction of the cost of debt denommated both in local and foreign currencies. More
details in the “Financial Result and Debt” section.

Suzano Petroquimica files a pioneer shelf registration program at CVM

In December, Suzano Petroquimica filed a shelf regis“tration program at the Brazilian Securities and
Exchange Commission (CVM) in order to be prepared to access the capital markets with a greater agility in
the future. The program will be effective for two years and|allows the issuance of securities in an amount up
to R$ 800 million, including the issuance of promissory notes, simple debentures, debentures convertible into
shares and also common and preferred shares. The program filed by the Company is the first Brazilian shelf
registration program that involve a share offering besides debt securities, with flexibility to be exclusively
dedicated to one or a combination of these funding optlons“

With the filing of this shelf registration program, the Combany has created means by which it could have
faster and more flexible access to the capital markets |n the future, diversifying and broadening funding
mechanisms that will help in the implementation of the Company’s growth strategy in the Brazilian
petrochemical sector.

Release of the Financial Statements in US GAAP

Aiming at complying with the requirements of Bovespa's Level 2 of Corporate Governance, and also offering
a greater disclosure and making it easier for foreign mvestors to understand the Company’s results, from
4Q05 on Suzano Petroquimica will present its ﬁnancralrstatements also in US GAAP (US accounting
standards). The implementation of the US GAAP accounting procedures has been a complex and
demanding process, causing a one-month delay in the release of 4Q05 results compared to the original
schedule, in view of the Company’s decision to make both financial data — according to Brazilian and
American accounting standards — available to the public at the same time.

Riopol starts operation and concludes first sale

After more than 3 years of building the industrial facility through the construction consortium led by ABB
Lummus, the Riopol's launch ceremony took place on June 23, 2005, and counted with the presence of
authorities and representatives of the Federal, State and Mumcnpal Government. After getting over a few
operating issues faced during the start-up of its units in|the end of August, in mid-November the first
polyethyiene line began its operations, dedicated to the production of low density polyethylene (LDPE) and,
in mid-December, the second line, dedicated to the productlon of high density polyethylene (HDPE) . Riopol
produced some 10.5 thousand tons in 2005, of which approxrmately 4.3 thousand tons were sold to the
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domestic market, 2.4 thousand tons were exported and| the rest used to build-up inventories. Riopol also
began to sell propylene to Suzano Petroquimica and hyd‘rogen and pyrolysis gas to Petrobras. Still in 4QQ05,
some 290 tons of polyethylene were sold as pre-marketing, ending such activities with a total volume of

domestic sales of 92 thousand tons of polyethylene duriné the program.
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Message from the Managemen

|

2005 had a very special meaning for us. In a US$ 253.8 million operation, we acquired Basell's stake in Polibrasil and turned Suzano
Petroquimica, previously acting exclusively as a holding company, into a company with operations of its own, leader in the production of
polypropylene in Latin America. This initiative granted the Company neW dimensions and represented the most important step towards
the concretion of the growing strategy designed by us, based on the productzon of thermoplastic resins through world class industrial

units and a strong positioning in the Brazilian Southeast, where more than 60% of the consumer market is concentrated.

Focusing on this goal, we ailso proceeded with investments in two polypropylene production capacity expansion projects, approved by
the end of 2004. Together, these projects amount to 250 thousand tons and will increase the Company’s production capacity to 875
thousand tons until the end of 2Q08 with an investment quite below (1)3 lower) the ones required for completely new units with the
same characteristics. The total raw material supply necessary to support‘our expansion plan is set out through long term agreements.

And not only did we reinforce our participation in the polypropyliene busmess but we also expanded the Company's presence in the
polyethylene segment with the beginning of Riopol's operations - the fi r§t Brazilian petrochemical facility based on fractions of natural
gas for the integrated production of polyethylene. As it counts on raw materials alternative to naphtha, a traditional input used by the
Brazilian petrochemical industry, but with tendency to shortage as well ‘;as a price increase trend in the medium and long run, Riopol
brought new dimensions to the domestic petrochemical sector and reinforced Suzano Petroquimica's strategic positioning. This was
also the year to expand our strategy of building a long term partnership \Mth the capital markets. We started with a steady commitment
of maintaining share liquidity at a satisfactory level to all shareholders, engagmg efforts that resulted in an average daily trading volume
of R$ 2.8 million, 339% above 2004 figures. In addition, with a groundb\reakmg operation in Brazil, the Company filed at the Brazilian
Securities and Exchange Commission (CVM) a Shelf Registration Program comprising the issuance of shares or debt, on a joint or
isolated basis, in an amount up to R$ 800 million and effective for two\years This operation opens an agile and flexible gateway to
access debt and capital markets, allowing adjustments in the Companys capital structure and improvement in the liquidity of the
outstanding securities.

|

Regarding the financial area, we carried out several operations that confirmed the Company’s solidity and credibility in the domestic and
international markets. Within these operations, we highlight the long term financing package with International Finance Corporation -
IFC, in the amount of US$ 200 million, in order to fund Polibrasil's acquis‘ition, our corporate restructuring, the polypropylene expansion

projects and the reschedule of average debt maturity jointly with average cost reduction.

This period of accomplishments placed the Company in a more competltlve position in the domestic petrochemical scenario of the next
few years, when we expect a demand recovery derived from the accelerataon of the economy that shall influence directly and indirectly
the plastic segment in Brazil. In 2005, however, resuits reflect the dlfﬁcumes imposed by the exchange variation, resulting in
competitiveness loss of domestic prices in local currency and exports, |as well as generate the increase in resins and transformed
products import. In addition the difficulties settled by limited growth of the|Country’s economic activity and by the elevated prices of raw
materials also affected the Company's results. Suzano Petroquimica Parent Company's operating cash generation (EBITDA), of R$
156.5 million in 2005, was down 51% over 2004 and pro forma net revenue reached R$ 1,802.5 million, in iine with the previous year.
Net income closed at R$ 15.2 million, 86% lawer than in 2004, and dividends propesed for 2008, subject to the General Shareholders’
Meeting approval, amount to R$ 4.4 million, corresponding to 30% of the |adjusted net income. Net income in 2005, when compared to
2004, was negatively impacted by approximately R$60 million, due to the combined effect of goodwill amortization regarding Basell's
stake in Polibrasil, financial charges regarding Promissory Notes and salg,- of the propylene splitter unit, these last two factors are non
recurrent and generated a R$ 42 million impact. The Company's management decided to keep the payment of dividends at its minimum
obligatory level due to the accounting effects in the result recorded in the year, taking into account the phase of investments that the
Company is starting.

Our shares also had their performance at the Stock Exchange affected byithe sectors’ scenario, ending the year priced at R$ 4.78, 26%
below the R$ 6.46 year-end price in 2004. The Company's strategic movements helped its shares performance in 2005, which was
better than the average of the petrochemical sector's shares traded at stock exchanges.

We understand that the sectors’ recovery expected for 2005 was postponeld due to transitory factors. Therefore, we keep working with a
favorable scenario for the sector and internationally in the next years, speqially in Brazil, hoping that the exchange and interest rates will
change direction, contributing to reestablish the structural competitiveness of the industrial activity in the Country. We started the year
with the satisfaction of having concluded important steps of the strategi‘c plan designed for Suzano Petroquimica's growth, always
focusing on the sustainability principles that characterize the Group's management and searching for opportunities that can create value
to all stakeholders. We are following the proposed path, facing the new dirqensions that we worked to conguer.

The Management
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Industry and Economic Outiook

2005 brought great challenges for the petrochemical mdustry Starting the year with the momentum of
enthusiasm that took over the end of 2004, the mdustry\faced in 1HO5 an unexpected demand retraction,
consequence of the consumption of converters inventories build up by the end of 2004, which directly
impacted resin price. By the end of 1HQ5, after a significant drop in the converters inventory levels, a
demand recovery movement started, enabling a price recovery, which remained fairly stable in 2H05.

In Brazil particularly, this scenario was more dramatic for the petrochemical industry, as in addition to the
international market similarity, some Brazilian economy fundamentals had negatively affected the
competitiveness of the activity in the country. High interest rates promoted a strong slowdown in the
economy, affecting industrial segments that are great thermoplastlc resin consumers, such as the food and
consumption goods sectors. In 2005, according to data provided by Coplast/Siresp, the domestic demand for
polypropylene dropped by 3.8% in comparison to the domestic consumption recorded in 2004, after more
than 10 years of consistent growth.

Additionally, the process of over-appreciation of the local currency directly affects the composition of the
resin price in reais, once prices in the domestic market are influenced by international quotations in U.S
dollars. As a consequence, they have a strong mﬂuence\‘over the Company’s net revenues and operating
cash generation, especially when compared to periods when real was more depreciated. On the other hand,
an appreciated exchange rate has a positive impact on fi nancnal expenses when denominated mostly in US
dollars, as occurred from January 2006 — when we rece:ved the IFC financing package — on. The Company
did not benefit from that in 2005, as it still had a relevant portlon of its debt denominated in reais as a result

of the Promissory Notes issued as a bridge loan to the acqunsntlon of Basell's stake in Polibrasil.

In 2HO05 a recovery in local sales and thermoplastic resm prices was observed, especially polypropylene
after the drop in converters inventories during 1HO5 and demand s seasonality of the period, mainly in 3Q05,
allowing a slight polypropylene sale price recovery. Evemthough such sale price readjustments were not
enough to insure a total recovery of the business margins,! still quite depressed when compared to previous
years.

Production

In thousand tons

161

Suzano Petroquimica, wh|ch operates the polypropylene (PP) business,
produced 137.8 thousand tons in the quarter, 5.7% and 14.4% below 4Q04
and 3Q05, respectively. This lower production in 4Q05 was due to (i) an
o eighteen-day maintenance stoppage in the Camagari unit in December, which

combined the possibility of adjustmg the production to a weaker demand in the

<. 4 o period with the opportunity to anticipate regular maintenance activities in the
4804 1Q05  3QoS unit; and (ii) the sale, to Basell of the compounding business in September
2005.

In thousand tons

The production accumulated in the year reached 577.2 thousand tons, in line
with the accumulated production recorded in 2004, even considering the sale
of the compounding business, and the average operatmg rate in the year
reached 90.0%.

2004 m:
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Total sales volume in the quarter, of 127.1 thousand tons, reflected a
seasonal 24.4% drop in companson to the previous quarter and an 11.1%
drop in comparison to the same period of 2004. It is worth mentioning that
3Q05 posted a quarterly sales record in the Company’s history. Sales volume
in 2HO05 recorded a 18.1% growth when compared to the first half, mainly led
by the food, consumption geods and vehicle segments.

The Company’s total sales|volume in
the year totaled 544.8 thousand tons,
a volume 4.2% below the previous
year, in line with the 3.8% decrease in the polypropylene domestic
demand in the period, according to Coplast/Siresp data. The 32.5%
increase in Brazilian polypropylene resin imports, and| the 45%
increase in the imports of plastic products already transformed in
some important business segments, also contributed to the drop in

In thousand tons
“ME
3 oK
-42% K45
S

2005 domestic sales. In 2005, 80.8% of the Company’s sales were 2004 2008

directed to the domestic market.

In 4QQ05, polypropyleq\e exports totaled 27.3 thousand tons, volume
14.8% below the same period of 2004 and 26.9% below the previous
quarter. Since September 2005, when Basell was no longer a partner at
Polibrasil, the Company broadened its expansion opportunities and
started selling to the USA and Europe which represented, in the quarter,

4.2% and 8.0% of the pompany s exports, respectively, pointing out the
beginning of the Company’s penetration and market development in
these regions. Exports‘ reached more than 104.6 thousand tons in the
year, 11.8% above the volume recorded in 2004. In the year, the volume
exported corresponded to 19.2% of the Company’'s sales volume, in

comparison to 16.5% in 2004. South America was the main\destination, responsible for 48% of total exports.

Net Operating Revenue

1

l

In 4Q05| Suzano
Petroquimica Parent
Company’'s net operating
revenue reached R$ 410.0
million, a 23.1% drop in
comparison to the same
period of 2004! as a result of
the combination of the 11.1%
and 12.7% drop in sales

volume and average price, 2004 2008
respectively, | in Reais,

generated by the appreciation of the local currency versus the US Dollar. In comparison to 3Q05, net
revenues in Reais was down 21.4%, as a result of the 24.4% decrease in sales volume, despite the 5%
average raise in prices recorded in 4Q05. Net operating result in the year totaled R$ 1.8 billion, in line with
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2004 figures as, in 2005, the average price was 3.8% above the previous year, offsetting effect of the 4.2%
drop in sales volume.

Cost of Goods Sold (COGS)

{

COGS 2005 Polypropylene cc‘)st of goods sold in the quarter was R$ 349.5

Labor million, 22.6% lo{zver than in the previous quarter mainly due to the

3% E*“"if%%\m 24.4% drop in sales volume. Unitary COGS in the quarter was 1.4%

aterae nputs lower than the cost recorded in the same period of 2004, and 2.3%
. Bepreciation

1% @ = 4% hlgher than the cost recorded in the previous quarter. Cost of goods

Others sold in the year was R$ 1.56 billion, 8.8% higher than in 2004, as a

T result of the 4. 2% decrease in sales volume and an increase in

Wai variable costs resulting mainly from de elevation of the average cost

sinraw |
material of propylene, beS|des the raise in other inputs of the production

75% process and electnc energy.

Operating Expenses

|
Selling, general and administrative expenses and other \operating expenses regarding the polypropylene
business reached R$ 45.1 million in the quarter, 4.4% above 3Q05 and in line with the same period of the
previous year. In 2005, the Company’s operating expenses suffered adjustments regarding the revision of
the booking of the splitter' in the Company’s past results, WhICh will not impact future results as the unit was
sold to Petrobras - that decided to previously exercise its call option foreseen in the agreement between the
parties - by the end of 2005,.

The main factor the impacted selling expenses was the increase in freight expenses, especially because of
the increase in exports. Regarding administrative expenses the increase was mainly due to the raise in
personnel expenses, the booking of the goodwill amorhzahon regarding Polibrasil's acquisition and the
record of some non-recurrent effects related to expenses with the corporate restructuring. Total goodwill
amounts to R$ 418.5 million and will be amortized in 7 years.

In the year, selling, general and administrative expenses|and other operating expenses totaled R$ 155.7
million, 10.7% above the R$ 140.6 million recorded in 2004 68% of the total operating expenses relate to
domestic and international freight expenses, and 24% to personnel expenses.

' Spiitter ~ propyiene splitting unit, instalied at RECAP (Petrobras’ refinery), at the t/me of the beginning of the operation of the Maué unit. The spiitter was
bufit through investments made by the Company and sold to Petfrobras by the end of 2005

\

EBITDA 1
! Parent Company’'s EBITDA was R$ 33.3 million
. in 4Q05, 68.8% lower than in the same period
. of 2004, keeping in mind that during 4Q04 the
industry experienced an extremely favorable
momentum, induced by the enthusiasm of the
" expected beginning of the petrochemical
industry fly-up. In comparison to 3QQ05, there

b + o
Q04 2004 3Q04 4Q04 1005 2Q05 3Q05 4QOS was a 25.3%

s EBITDA setp—r EBITDA Margin “drjOp, in line
“with the 24.4%

sales volume drop.

EBITDA margin was 8.1% in the quarter, 4 b.p. lower than | 3QO4 and 2005
EBITDA margin was 8.7%, 9 b.p. below 2004 margin.

2004 2008
s EBITOA wmetunn E8 | TDA M argin
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In 2005, the Company’s EBTIDA accumulated totaled R§ 156.5 million, 51.1% below the R$ 320.3 million
recorded in 2004. This drop in EBITDA in the last twelve months is a result of the marginal compression and

by a lower sales volume accomplished.

Financial Result and Debt

In 2005, taking the opportunity provided by a better liquidity in the local and international financial markets,
Suzano Petroguimica accomplished its restructuring a:mmg at (1) the acquisition of Polibrasil's control; (2)
the corporate restructuring for the incorporation of Pollbrasn transforming the original holding Company into
an operating Company; and (3) the partial financing of the polypropylene expansion project for the Maua
(SP) and Duque de Caxias (RJ) units in 250 thousand tons/year which will allow Suzano Petroquimica to
reach in 2008 a production capacity of 875 thousand tons/year

In September 2005, to face Polibrasil's acquisition and \the corporate restructuring, the Company raised
approximately US$ 265 million, previously through:

0 Export Credit Notes, through Banco Votorantim S.A., in the amount of US$ 40 million, with a 10
year maturity and a 7.97% p.a. fixed cost in US$; and

(ii) Promissory Notes (“NPs”) issued on August 31 2005 in the amount of R$ 540 million, equivalent
to US$ 225 million, with a 180 days maturity, renewable for more 180 days, with interest of 0.60
% p.a above CDI. The NPs worked as a brldge loan, as a long term loan with the International
Finance Corporation - IFC was already under|negotiation with the agreement being reached on
December 2005.

Also in 2H05 the Company liquidated, previously and voluntanly Polibrasil’s debt, replacing them with longer
average maturity and lower cost debts:

(i US$ 30 million with Banco ABN Amro S.A., which remaining 3.3 years maturity with interest of
Libor + 2,75% p.a. was refinanced by the same bank with a new credit line of the same amount,
hired as export pre payment, with a 7-year maturlty and a 3-year grace period at a Libor +
1.60% p.a. cost;

(ii) US$ 59.9 million with FMO (Financierings- Maatschappu voor Ontwikkelingslanden N.V.) and a
banking syndicate, with a remaining 2.1 year average weighted maturity and average interest of
Libor + 3.61% p.a.: refinanced through an Export Credit Note with Banco Votorantim S.A. in the
amount of US$ 60 million and a 10-year matumy, ata 7.97% p.a. fixed cost in US$ ; and

iii) Refinancing of U$12.5 million through an export pre payment with Banco Santander. The
operation cost was Libor +1.79% p.a., correspondmg to a 71 b.p. decrease, and the expansion
of the maturity in 1.5 years (total maturlty of 5 years)

To continue with the Company’s financial plan, the fo||owmg debts were issued in order to partially liquidate
the Promissory Notes:

(iv) in October 10, 2005, the Company issued R$ 96 million in Export Credit Notes with Banco
Bradesco S.A., at a 105.5% of CDl interest rate\maturmg in 2011 and 2012,

(v) In November 11, 2005, other Export Credit Notes in reais with swap to US Dollars were issued
with Banco 1tat S.A. in the amount of R$ 75 mllhon and a 7-year term at an effective cost of
exchange variation + 6.8% a.a.;

{vi) in December 28, 2005, US$100 million were funded through Export Credit Notes with Banco do
Brasil, ata 106% over CDI rate and maturities in 2013 and 2014; and

(vii) Finally, in December, 14, 2005 Suzano Petroqqlmlca reached a long term financing agreement
with IFC in the amount of US$ 200 million, of which US$ 160 million were disbursed at the
beginning of 2006 and used to liquidate the\ rest of the NPs which were still part of the
Company’s debt in 12.31.05. Such fnancmg\ represents the last stage of the Company’s
financial restructuring.
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In December 29, 2005, the Company sold the Splitter (prdpylene splitting unit) to Petrobras for R$ 65,7
million, anticipating the liquidation of the existing free lease agreement.

The IFC financing is divided in three lots: ot A, in the amount of US$ 50 million, with a 11.5 year maturity, 3
years of grace period and a Libor + 2.75% p.a. cost; lot|B, of US$ 140 million, with a 8 year maturity, 2.5
years of grace period and Libor + 2.00% p.a.cost; and lot C, in the amount of US$ 10 million, with a sole
installment in the 12th year at a total maximum cost of 12% p.a.. The taxes of lots A and B can be reduced in

0.25% p.a. in case certain contractual clauses are followed

While lots A and C are directly financed by IFC, lot B was \syndncahzed and financed by first line international
banks The syndlcallzatlon recorded a demand higher than\the supply, allowing a lower appropriation by each
of the banks, named: Banco Santander Central Hispano SLA ABN AMRO Bank N.V., Société Generale S.A.
and Nederlandse Financierings-Maatschappij voor Ontwnkkelmgslanden N.V. (FMO) with US$ 26.25 million
each, and Banco Bilbao Vizcaya Argentaria S.A and NateX|s Banques Populaires, with US$ 17.5 million

each.

The remaining US$ 40 million to be disbursed will partiall‘y finance the expansion project at the Company’s
Maud (SP) and Duque de Caxias (RJ) units as well as the marine terminal. It is also part of the package the
approximately R$ 95 million BNDES financing, in the final stage of negotiation and which terms and
conditions shall follow the new operating policy of the bank.

The first IFC financing disbursement, in the amount of US$ 160 million, took place only in January 20086, and
was used to settle the remaining Promissory Notes that were still part of the Company’s total debt on
December 31, 2005.

Therefore, the current profile of the Company’s debt does not reflect the Company’s reality by the end of
2005.

Total Indebtedness (R$ million)

7 0,
and exposure per currency (%) Exposure per term (%) Exposure per Index (%)

1,132.0

2004 2005 PostiFC
wTiP aTR sCD

wUSSFOEED . USSLIBOR < IGPM

2084 2008 postlFC 2004 2005 postlFC
wlUSS RS o Shortterm & Loqg term

According to the Parent Company’s pro forma Fmanmal\Statements Net Debt/Ebitda ratio was 6.34 in
December 31, 2005, against 1.09 in the end of 2004. This ratio was double affected in 2005 impacted, on
one hand, by the raise in the Company’s debt and, on the other by the reduction

in the cash generation, as described above.

6.34

The raise in the debt leverage ratio does not represent a relevant risk because
of the significant lengthening in the average term of amortlzatlon of the debt. The
strategy for reducing it is based mainly on the recovery of the levels of cash
generation of the Company, which will count on the!contribution of the
expansions in the production capacity, aiready in course.
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The Company’'s financial restructuring
In US$ miilion ; allowed a decrease in the cost of debt after
‘ the IFC disbursement in January 2008. The
cost of debt in August, 2005, before the
46 disbursement, was exchange variation +
6.85% p.a., reduced to exchange variation
ﬂ 20 + 6.54% p.a. after IFC, according to the
. market parameters at the time. Nowadays',

,‘_Mmg% i B B i e the average cost of debt is monetary
T T my variation + 6.75% p.a. The average term of
amortization of the debt was 2.5 years

before the financing, in August, 2005, and was extended to 6.4 years. Nowadays the term is of 6.1 years.

In the quarter, financial expenses totaled R$ 69.9 mrlllor\ due to higher debt and related costs, such as
commission and taxes. In the year, the Company’s financial expenses totaled R$ 52.7 million, 74.0% above
the financial expenses recorded in 2004, mainly due to the% results of the fourth quarter of this year.

a 51

Net Income Lo

In the year, Suzano Petroquimica’s net income was R$ 1‘5 2 million, a 86.0% drop in comparison to 2004.
This drop is explained by the lower margins recorded in 2005 besides the higher administrative, selling and
financial expenses, the last two deriving from the new debts hired by the Company. Also contributed to this
result the record of goodwill resulting from Polibrasil’s acqwsmon and non-recurrent items, such as the
accounting loss originated from the Splitier sale to Petrobras in the amount of R$ 13.9 million.

\

\ |
-

Based on the R$ 15.2 million net income recorded in 2005 ]the dividend distribution proposal to be submitted
to Shareholders’ Meeting approval is of R$ 4,352 thousand, corresponding to 30.1% of the adjusted net
income, in compliance with the minimum 30% mandatory foreseen at the Company’s Bylaws. Dividend
proposed correspond to R$ 0.0192 per share, common or preferred Considering the weak result recorded in
the year, and aiming at preserving the Company’s ﬁnancnal health, the dividend payment for the fiscal year
2005 was limited to the mandatory level.

Dividends

-
Capex i

In 2005, Suzano Petroquimica invested R$ 44.1 mulhon in Capex,

focused on expansion projects, improvement of the mdustnal facilities 44.1
and development of new products.

The Company’s main investment projects currently on gomg are: (1) the

250 thousand tons/year expansion Project in Maua (SP) and Duque de

Caxias (RJ) units; (2) the construction of a marine termmal in Duque de

Caxias for receiving the units’ propylene; (3) mplementatton of the first

pilot plant in the Maua unit. The total budget for these prOJects is of _
approximately US$ 95 million, distributed as follows: ‘ Pt
TUSSmilon. ‘ 2004 2005
Capex Projec

For such projects, we choosed to implement a financing strétegy based on long term debt instruments. The
international Finance Corporation (IFC) will finance US$ 40 million in two steps, with a 12 year total maturity
and three year grace period for the first, and a 8 year maturi;y with a two and a half year grace period for the

' March, 06, 2006.
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second. BNDES will participate with approximately R$ 95 million in conditions still to be settled, but that will
follow the bank's policy.

The Maua unit expansion will demand investments of |some US$ 45.3 million and enable its installed
production capacity to grow from the current 300 thousand tons/year to 450 thousand tons/year until 2008. In
2Q06 the first stage of the expansion project shall be concluded, increasing the unit's polypropylene
production capacity to 360 thousand tons/year and, at a lsecond stage, which is expected to be concluded
until 2Q08, such capacity will increase by another 90 thousand tons/year. After the expansion, the Maua unit

will be the world’s largest unit operating with Spheripol technology.

The estimated investment for the Duque de Caxias unit expansion project, from the current 200 thousand
tons/year to 300 thousand tons/year, is amounts to approximately US$ 34.3 million, and should be
concluded in 2Q07. ‘

Aiming at optimizing the logistics potential and reaching a higher independency in the propylene supply of
the Duque de Caxias unit, the Company will built its own\marine terminal for the reception of raw material,
which is expected to be concluded by the end of 2006 trough a total estimated investment of US$ 15.5
million. Such investment is very important for this unit's operatlon as it will reduce the waltlng period for the
reception of propylene as well as the risk of receiving contaminated raw material, improving the unit's

operating efficiency and the quality of its products.

Both projects present a a very low investment per addrtlonal ton produced, as they consist of expanding
capacities that already exist, making their budget quite Iower than what would be required for a completely
new unit.

The Company is currently evaluating a project for the impl‘ementation of its first pifot plant in the Maua unit,
which could be concluded in 2Q08. The new pilot plant will reproduce, in a lower scale, the unit's
polypropylene production process and will allow great technological developments, considering the
possibility of testing new products in a smaller scale, reducing the costs related to the creation of test

products, restricted because of the scale, and improving thEe production process.

i
|
[

Corporate Events L

|

The acquisition of Polibrasil’s control in September 2005 enabled the Company to start a large corporate
restructuring process, aiming at simplifying the structure of its joint controlled companies, as well becoming
an operating company. The corporate restructuring took place between September and November 2005 and
involved (1) the incorporation, by Suzano Petroquimica, of Suzano Quimica Ltda., Polibrasil Participagbes
S.A., Suzano Paoliolefinas Ltda. (previously Basell Brasil Poholeﬁnas Ltda.), Polrproplleno S.A,, Polibrasil
Resmas S.A. and Polibrasil Compostos S.A. on November 30, 2005, and (2) the accompllshment of two
Takeover Bids for Polipropileno S.A. and Polipropileno Partrcupagées S.A.

The financial settlement for these two takeover bids took place on November 29, Suzano Petroquimica only
incorporated Polipropileno S.A., as the amount of Polrproprleno Participacdes S.A. shares remaining after the
takeover bid was slightly hlgher than 5% of the total capital.

By the end of the process, concluded on November 30, 2005 the Company was able to accomplish an
important simplification of its structure, providing more transparency and facilitating the understanding of its
activities, as follows.

Structure before the restructuring Structure after the restructuring
SUZANO ‘ SUZANO

PETROGQUIMICA ' PEYROQUIMICA
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Capital Markets L

Suzano Petroquimica aims at being and attractive invéstment

alternative in the capital markets for its_ corporate governance Average d(a,g‘é;';‘::i‘sgl;:';’me\“p“
practices excellence. Liquidity, fair dlsclosure transparency and Y
accountability are some of the Company’s priorities,  which 330% 27
shares are listed at Bovespa's Level 2 of Corporate Goveqnance /

After the Company’s IPO on December 2004, it was possnble to

observe, in 2005, an important increase in the share Ilqmdlty,
increasing its average daily traded volume from a R$ 642
thousand/day level in 2004 to approximately R$ 2.8 mllhons/day
m 2005 ‘ 2004 2005

Due to the difficult petrochemical scenario in 2005, which

impacted the sector's companies results, the ones with shares traded in stock Exchange recorded a
significant drop in their share price during

2005. Suzano Petroquimica, due to its ' $ZPQ4 x Ibovespa Performance

strategic movements accomplished in FBI jan/04 = 100

2HO06, had its shares less impacted by the
sector's performance when compared to  *®
its peers. 2%
200

642

With the filing of the shelf registration
program at CVM by the end of 2005, the '
Company expects to access the capital 1002
markets — by debt or shares — in order to 50
enable the execution of its strategy to s . w
consolidated itself as one of the two main jan-04  aprD4  jub04  oct04  fan05  apr0S  [uk0S  oct05
players in the petrochemical industry in ‘ —SZPQ —— lbov

Latin America.

Social environmental Responsibility for Sustainable Development

Suzano Petroquimica monitors its environmental performahce as to evaluate the impact of its activities and
set plans for minimizing these impacts even more. Still in 2002, the Company decided to adopt the
environmental standards seftled by the World Bank, which ?re more restrictive than the Brazilian legislation,
and started the necessary researches and projects for adequacy of its units to these standards. The
implemented projects attended to a large part of the World Bank's requirement and allowed effluent
treatment systems improvement. Attending World Bank's standards is also part of the financial agreement
with IFC.

In 2005 Suzano Petroguimica invested R$ 1.2 million in environmental projects, aiming to adequate units to
the standards settled by the World Bank. The main projects executed in the year were: (1) improvement at
the effluent treatment stations and building a new area for residual storage at the Maua unit (R$ 136
thousand investment); (2) implementation of piping for connectmg its effluents from the Dugue de Caxias unit
to Petroflex, to be treated at an advanced treatment station (R$ 500 thousand investment); and (3)
improvement on the boiler for the burning of non reactmg gases in the process of Camacari, aiming at
reducing volatile organic compounds, and the lmplementatlon of philter for the reduction in powder issuance
(R$ 522 thousand investment).

in a partnership with the State of Bahia Environmental Resources Center (CRA), the Company developes a
program, with the Camagcari’s Recycling Materials Cooperat\ive {Coopemarc), to diagnose, recommend and
follow the implementation of good environmental practices, and also supply tools that allow the continuity of
the collectors’ activities. In 2005, the work accomplished Wlth Coopemarc was awarded with the FIEB award,

promoted by the Federation of Industries of the State of Bahla at the Ecology category as the best social
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environmental project of the State of Bahia, and the Bramex Environmental Award, promoted by the Brazil-
Mexico Commerce, Industry and Tourism Chamber as the best social environmental project in Brazil. The
Bramex award aims at acknowledging companies’ mntuatuves that create and implement a clean development
mechanism, therefore reducing the environmental |mpact of its production activities and promoting
environmental responsibility among its employees. !

Suzano Petroquimica, in compliance with its Social Performance principles, understands that the relationship
with the community should be translated into a co-respor‘psible partnership for social development, through
the capacity of hearing different affected parties’ opinion, and incorporating them to its activities.

Its Social Investments search for the development of the|local community, under the company’s influence,
long term and sustainable relationship that enables the internal and external participation focused on
Education.

As a highlight we can mention the V Script Competmon Reading is Necessary in partnership with the
Ecofuturo Institute, directed to children and teenagers between 7 and 14 years of age, students of public and
private schools, aiming at stimutating and valuating the creatuwty through writing, revealmg that writing is a
way to share ideas, histories and adventures, approachmg youngsters to books. The 5™ Edition of the Script
Competition Reading is Necessary counted with the partucnpatlon of 5,853 schools, with more than 400,000
children and teenagers and 21 thousand scripts applied.

Also in partnership with Ecofuturo Institute, Suzano Petroquimlca launched in January 2006 its second
Public Library Reading is Necessary of Camagari (the first library is in Maud) searching for the
democratization of the access to books, reading and writing, introducing reading in the community’'s daily

activities, aiming aiso at culturail diffusion, ransom and apprecuatlon of the local culture. It counts with a 2,500
book collection.

In Duque de Caxias, with the Little Great Friends Chorus F’roject with the Jardim Ana Clara community, the
Company aims at stimulating social development trough music, improving the human been sensibility, its
concentration capacity and memory, providing benefits, in children’s case, to the alphabetization and

mathematical logics, enlarging their horizon, and enabling their potential, for greater opportunities in each
children’s life. ‘

In summary, Suzano Petroguimica understands that its responS|b|I|ty is not only of paying taxes, creating
jobs and offering quality products to the market. In addition \to the economical contribution, its is involved with
an active participation in projects for improving community's life, not implying on a paternal relationship but,
above everything, being translated into a way to stimulate th)e development without settling dependency.

Guidance for the polypropylene business

The international scenario for the petrochemical industry contlnues to be positive for the period between
2006 and 2008 as, despite the high level of petroleum prices, the international economic activity, especially

in countries such as India, China and the USA, has shown consistency and assured a good phase for the

industry and a positive outlook for the next years, mainly uﬁtil 2008. But the effects of such moment will only
be positive for the Brazilian petrochemical industry if there |is a reversion of the process that combines high
interest rates with an over appreciated exchange rate, reestabhshmg the competitiveness of the domestic

industry.

The low reduction in interest rates observed in Brazil so far has already shown its reflexes on the recovery of
domestic demand, which could also be propelied in 2006 by the 16.7% minimum wage readjustment,
together with the expansion of consumer financing, besndes events such as the world cup and elections,
which could stimulate even more the use of plastic materlal Despite that fact, the current situation of the
exchange rate has practically offset the effect of the lmportlng tax, highly stimulating the entrance of imported
goods in the Country and reducing the competitiveness of oﬂ:r exports.

If interest and exchange rate levels go back to normal, we expect the polypropylene business to return to its
normal activity levels, allowing a mare consistent transfer of the raise in the price of raw materials derived
from the elevation of petroleum prices.
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Recent Events

|
In January, the first IFC disbursement took place, in the amount of US$ 160 million, fully driven to
settlmg the Company’s Promissory Notes issued to face a payment to Basell on September 1st, for its
stake in Polibrasil

The Company was granted with the EMBANEWS 2006 award, in the Research/Company category, with
the Polibrasil Shoe Collection packages. Granted since 1992 by the Embanews Magazine, this award is
dedicated to companies that propose innovation for \lts packages. The Research category evaluates
innovation, implementation easiness, adequacy, engineering, safety and benefit to the community.

Considering the Company's strategy of promoting a rc‘;tation of market makers for the shares traded in
the stock exchange with the termination of the term of the contract between Suzano Petroquimica and
Agora Sénior in February, 28, 2006, Pactual Corretora started acting as the market maker for the
Company’s preferred shares from March 1st, on. Agora Sénior remained as the Market Maker of Suzano
Papel e Celulose’s shares, and the group believes \that a healthy competltlon between the market
makers could stimulate even further the growth of the llqwdlty of the companies’ shares and benefit their
respective shareholders. ‘
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232.8

1296\

(65.1)

* Pro-forma consolidated results taking into consideration 100%, stake in Polibrasil Participagdes S.A. for ali analyzed periods

* Regarding pre-operating stage

4.6"

258.0
105.5

327 454 (22.8)

2.4

2.4 - -

* Regarding pre-operating stage: include.s only 290 tons ok pre-n‘\\arketing sales, concluding the activity

Riopol

4Q05 represented an important step-forward period for RIOpO| After same operating problems faced during
the unit’'s start up, by the end of August, by mid November 2005 Riopol started its first polyethylene
production line, dedicated to the production of linear low density polyethylene (LLDPE) and, by mid
December started to operate its second production line directed to the production of hngh density
polyethylene (HDPE). During 4Q05 Riopol carried out some tests at the ethylene and polyethylene
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production units, producing approximately 10.5 thousaq\d tons until December 2005, out of which 4.3
thousand tons were commercialized to the domestic market, 2.4 thousand tons to export markets and the
remaining amount was directed to inventories build up. It is worth mentioning that resins sold in the quarter,
through pre operating activities, will not be reflected in Rnopol s results. As it is a test and implementation of
the new facility stage, the result of this sale receives a specnﬁc booking treatment, being differed from total
investment, therefore, not affecting the Company'’s fi nancnal statements. The pre operating stage is expected
to be concluded by the end of 1Q06, when the acceptance of the facility by Riopol is expected, as it is still
under custody of the construction consortium. In 4Q05 there approximately 290 tons of polyethylene were
also commercialized as pre marketing, concluding such|activities, reaching a total polyethylene sales of
approximately 92 thousand tons during the program.

The pre operating stage is expected to be concluded by the end of 1Q06, when the acceptance of the facility
by Riopol is expected after the conclusion of the tests, as it is still under custody of the construction
consortium.

The delay at Riopol's operating start up caused the necessity of an additional input by its stakeholders. In
December, the Company inputted an additional amount ,of US$ 21 million in Riopol, which was already
foreseen at the structural project up to the limit of 1/3 of US$ 50 million, corresponding to US$ 16.7 million, in
the case of a cost overrun in the project. Also in December, Riopol hired a new financing line with BNDES in
the amount of R$ 21.4 million.

As a resuit, investments in Riopol, until now, reached US$ 1.155 billion, out of which US$ 496 million from
stakehoiders own capital, US$ 659 million from financing Imes and the remaining amount from Riopol's own
financial investments. ,

The Company’s guidance for Riopol's production in 2006, of 460 thousand tons, does not correspond to the
present reality, taking into consideration the delay in the operating schedule. As during 1Q06 Riopol
continued with performance and reliability tests at the ethylene and polyethylene units, the new polyethylene
production in 2006 guidance is of 370 thousand tons. Taking into consideration that Riopol holds a contract
obligation of directing 150 thousand tons to export per \year 220 thousand tons should be directed to
domestic market and inventories build up.

Due to the delay in the facility’s construction and the concl;usion of pre operating tests, Riopol is negotiating
with the financing banks the rollover of loans maturity to 2007 The negotiations are at an advanced stage
and should be concluded in the first half of 2006.

Politeno

The production in the quarter reached 88.3 thousand tons in line with the same period of 2004 and 2.0%
below the previous quarter, even with a 98% operating rate The production accumulated in the year was
354.5 thousand tons, 8.2% above 2004, corresponding to the highest annual production in Politeno’s history,
accomplished through a higher ethylene reception, its main raw material. During the year, the average
operating rate was 98.5%, being of 91.0% in the previov.hs year, with a 96.7% average rate of first line
products.

The company recorded sales volume of 82.5 thousand tons in the quarter, down by 4.7% the same period of
2004, mainly at the domestic market, where a 6.3% drop was recorded. Sales volume in the year, on the
other hand, was 5.1% above the sales volume recorded in 2004 reaching 352.9 thousand tons. This growth
was possible mainly due to the Company’s ability to direct sales to export markets, which grew by 63% in
comparison to 2004, as an aiternative for its products due to a weaker demand recorded in 2005.

Petroflex

Petroflex produced 81.8 thousand tons of synthetic elastomers in the quarter, 13.9% below the same quarter
of 2004, with an 80% average operating rate. The production accumulated in the year was 331.6 thousand
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tons, down by 8.4% the production in 2004, as a result\ of the adequacy to a weaker demand level in the
year, mainly for basic products.

The company’s sales volume in the quarter was 81. 9 thousand tons, recording a 14.4% decrease in
comparison to 2004, but recording a 10.8% recovery in: comparison to the previous quarter, already as a
result of the increase in the domestic market. Sales volume in the year was 322.2 thousand tons, posting an
11.4% drop in comparison to the previous year, mainly due to the drop in domestic demand, where sales
dropped 21% in 2005. The segment that was mostly affected by this retraction was basic products, with a
21.8% drop, while performance and special products sales directed mainly to export markets, grew 42.8%
and 8.6%, respectively.

Net Operating Revenue

Pro forma consolidated net operating revenue reached Ré 573.4 million in the quarter, 20.1% lower than the
net operating revenue recorded in 4Q04, as a result of the|drop in sales volume, mainly of polypropylene and
synthetic elastomers. Net operating revenues accumulated in the year, R$ 2,520.6 million, was in line with
2004, as, despite iower sales volume, counted with higher‘average sale price in 2005.

Petroﬂex ‘ W,g;g,
| Riopor 34 | 4.5)
Suzano Petroquimica ‘

Consolidated™** 573.4 717.7 . {20.1) 2,520.6 0.2

* Suzano Petroquimica Stake

** Pro forma consolidation, taking into consideration for all analyzed periods a 1“00% stake in Pofibrasil, 34.99% in Politeno, 20.12% in Petroifex and
33.33% in Riopol.

« Riopol: In the year, Riopol’s net operating revenue was R$ 97.4 million, 34.5% lower than in
the previous year due to the decrease in sales volume for the pre marketing, as per
the imminence of the unit’s start up Riopol's negative consolidated net revenue in
4Q05 was due to the replacing of ‘own production sales, which had unduly been
booked instead of differed from assets, as the only sale genre acknowledged for
Riopol up to that moment was from the pre marketing program.

+ Politeno: Politeno’s net operating revenue in th‘e quarter reached R$ 276.4 million, 3.4% higher
than in 4Q04, as the 8.5% average sale price increase was offset by a 4.7% lower
sales volume in the period. Net Operatmg revenue in the year was R$ 1,169.9 million,
4.5% higher than in 2004, as a consequence of a sales volume 5. 0% higher, once
annual average price remained in line|between the years.

o Petroflex: Petroflex’s net operatmg revenue in the quarter was R$ 331.7 million, corresponding
to a 13.7% drop in comparison to the\same penod of the previous year mostly due to
lower sales volume. Net operating revenue in 2005 was R$ 1,373.2 million, 5.1%
above 2004 figures, as a result of a \18 6% higher average sales price in the year,
offset by the 11.4% decrease in sales volume effect. Performance products (higher
added value) represented 25% of total\sale in 2005, versus 16% in 2004.
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Cost of Goods Sold (COGS)

Consolidated COGS in the quarter was R$ 487.1 mllllo‘n 9.6% below the same period of 2004, mostly
explained by lower petrochemical products sale volume |n the quarter. In the year, accumulated COGS was
R$ 2,144.6 million, corresponding to an 8.3% increase m comparison to 2004, mainly as a result of lower
sales volume and higher petrochemical raw material costs‘

Suzano Petroquimica ‘
Consolidated** 4871 539.0 (9.6) 2,144.6 1,979.8 8.3

* Suzano Petroguimica Stake

** Pro forma consolidation, taking into consideration for ail analyzed periods a ‘100% stake in Polibrasil, 34.99% in Politeno, 20.12% in Petrolfex and
33.33% in Riopol.

¢ Riopol: In the year, Riopol's COGS, from pre marketing activities, was R$ 94.3 million, 29.3%
lower than in 2004, as a resuit of the drop in sales volume within the pre marketing
program.

» Politeno: Politeno’s COGS in the quarter was R$ 227.2 million, recording a 6.6% increase in

comparison to the same period of| 2004, consequence of the 4.7% drop in sales
volume between the quarters, showmg the effect of the ethylene cost increase during
the period, calculated by margin share between 1% and 2™ generation units. In the
year, Politeno’'s COGS was R$ 950. 3 million, 9.7% lower then in the previous year as
a result of lower sales volume and hlgher ethylene price.

s Petroflex: Petroflex’'s COGS in the quarter was] R$ 286.6 million, 4.7% below the same period of
the previous year due to lower sales volume, its reduction effect in sales cost was
partially neutralized by higher raw matenal costs. In the year, Petroflex's COGS was
R$ 1,089.2 million, 4.4% higher thalp in 2004 also as a result of the increase in raw
material prices, which overlapped the 11.4% drop in sales volume. In the year,

butadiene and styrene average costs in US dollar increased by 41.2% and 22.8%,
respectively.

Operating Expenses |

|
Consolidated selling, general and administrative expenses and other operating expenses (together,
“operating expenses”) totaled R$ 61.8 million in the quarter, a 10.5% drop in comparison to the same period

of 2004. In the year, operating expenses amounted to R$| 225.4 million, 10.9% above the recorded in the
previous year. ‘

» Riopol: Riopol’s operating expenses reached|R$ 199 thousand in the quarter, a 96.5% drop in
comparison to the same period of 2004, as a result of lower sales volume. In the year,
Riopol’'s operating expenses totaled }R$ 11.1 million, 16.7% below 2004, due to the
decrease effect from pre marketing activities.

» Politeno: Politeno’s operating expenses reached R$ 31.3 million in the quarter, down by 24.0%
operating expenses recorded in 4Q04. In the year, operating expenses reached R$
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o Petroflex:

EBITDA

116.5 million, 8.3% above 2004, mainly due to selling expenses per ton approximately
10% higher than in the previous year.

Petroflex's operating expenses reached R$ 25.0 million in the quarter, 12.7% below
the same period of the previous year mostly due to lower sales volume. In 2005,
Petroflex’s operating expenses totaled R$ 112.9 million, 28.4% above 2004, mainly as
a result of higher logistic costs, also evidenced by the 12.2% increase in exports
during 2005 and domestic freight costs

Suzano Petroquimica Consolidated EBITDA

reached R$ 45.3 million in the quarter, recording a
65.1% drop in comparison to 4Q04, due to a
decrease in the joint controlled companies’ EBITDA
between the periods. In comparison to 4Q05, pro
forma consolidated EBITDA recorded a 19.9% drop,
mainly due to the 24.7% drop in the Parent

T 14.1%

[E—
2004

Company's ‘
) . 1Q04 2004 3Q04 4Q04 1Q05 2Q05 3Q05 4Q05
EBITDA in . @ Qo4 4@
comparison : s EBITDA —o— EBITDA margin
to the

previous period. Consolidated EBITDA margin in the quarter was
9.2%, 7.3 b.p. below the same period of 2004.

2005 EBITDA waé R$ 232.8 million, with a 9.2% margin.

2005

wmas EB{TDA =~~~ margin

Consolidated*

Suzano Petroquimica
 Parent Company

Suzano Petroqmmlca

45.2 129.6

(65.1 232.8 414.5 (43.8)

* Pro forma consolidation, taking into consideration for ail analyzed periods a 100% stake in Polibrasii, 34.99% in Politeno, 20.12% in Petrolfex and

33.33% in Riopol.

e Riopol:

« Politeno:

. Petroflex:

The EBITDA calculated for Riopol is|not an adequate parameter for analysis as it only
reflects the pre marketing activity, which consists in the resale of third party products.

Politeno recorded a 42.5% drop in ithe quarter's EBITDA, versus 4Q04, due to the
strong decrease in operating margins. The Company’s accumulated EBITDA in 2005
amounted to R$ 123.3 million. Politeho’s EBITDA margin was 8.3% in the quarter and
10.5% in the year

Petroflex recorded a 61.3% drop in the quarter's EBITDA, versus 4Q04, due to higher
raw material costs in addition to Iower sales volume. However, 2005 EBITDA was very
in line with 2004, with a 13.2% EBITDA margin.
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Financial Result and Debt

The Company's consolidated net financial result in the‘year was negative R$ 52.7 million, mostly as a
consequence of the Parent Company’s financial result, previously discussed.

Consolidated net debt as of December 31, 2005 reachedl R$ 1,586.8 million, reflecting the Company’s new
debt position generated by Polibrasil’s acqunsmon by Suzano Petroquimica. 89.2% of the total indebtedness
has a long term maturity (after IFC).

6.82

Net Debt/ EBITDA

As from the pro forma consolidated financial statements, the Net Debt / EBITDA
ratio was 6.82 by the end of\2005, versus a 1.79 ratio recorded by the end of
2004. This ratio, besides reflecting the Parent Company’s happening (debt
increase and cash generation decrease as per the previously mentioned
= factors), regarding consolldated indebtedness it is also compound Riopol’s
2004 2005 indebtedness disregarding cash generation return, as it is still under pre
operating stage. \

Income/lL.oss for the Period

The Company recorded a consolidated net loss of R$ 33. 3 million, as a result of the period’s financial result
due to the new funding accomplished. In the year, Suzano Petroquimica’s net income was R$ 15.2 million,
86.0% below the net income recorded in 2004. ;
Attachments |

t
1. Pro Forma Balance Sheet — Assets — Parent Company a:nd Consolidated
2. Pro Forma Balance Sheet — Liabilities — Parent Company and Consolidated

3. Pro Forma Financial Statements — Parent Company and Consolidated
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Suzano Petroquimica - Parent Company
Balance Sheet

R$ 000 ;

Cash and cash equivalents l 183,495 35,920
Other current assets 442,788 356,147
Long-term assets ‘ 127,240 52,239
Other permanent assets ‘ 1,213,889 764,487
Property, plant and equi

Supp
Short-term loans

Other short-term liabilities
Long-term loans

Other long-term liabilities
Future Periods Results
Minority interest
Shareholders' equity

tal liabilities.

Suzano Petroquimica - Consolidated

Balance Sheet

R$ 000 |

12/31/2005
Cash and cash equivalents ‘ 215,729 171,903
Other current assets 664,034 545,708

Long-term assets 236,196
Other permanent assets

Property, plant and equipment
Suppliers
Short-term loans

208,234

Other short-term liabilities 148,914
Long-term loans 1,211,261 704,824
Other long-term liabilities ‘ 121,841 158,373
Future Periods Resuits 45,318 42,193
Minority interest 1,472 286,332
i 955,662

;572,845
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Attachment Il — Pro Forma Financial Statements Parent Company

Suzano Petroquimica - Parent Company

Income Statement - Pro forma

R$ thousand !

4Q05 L 4Q04 Var. % 2005 2004 Var. %

533,597 695,246 -23% 2,361,875 2,370,878

(123,403) (161,833)  -24% (559,331) (558,469)
J , . 5

Gross Revenues

2,40

Cost of Goods Sold (349,554) (398,617)  -12%  (1,561,537)  (1,422,393)

Gross Income 60,440 134,796 -55% 241,007 390,016

Selling Expenses (37,301) (33,919) 10% (130,623) (117,822)

General and Administrative Expenses (13,684) i (14,468) -5% (54,050) (48,527)

Other Net Operating Rev 5,930 ‘ 25,778

Activity Resull 15,38! f249,445

|Activity Margin 13.8%

Net Financial Revenues (Expenses) (69,893) 6,973 -1102% (562,723) (30,296) T4%
Financial Revenues 4,244 ) 3,912 8% 19,467 11,490 68%
Financial Expenses (74,137) ‘ 3,061 n.m. (72,190) (41,786) 73%

Equity Results 4,693 : 9,640 42 156 61,812

Goodwill Amartization {13,936) (1,089) 1180% (20,692) (4,358) 375%

Net non-Operating Revenues (Expenses) (277) " (11,653) -98% (25,970) (23,893) 9%

ilncome Before Income Tax and Social Contributi: (64,028) 93,572 n.m. 28,072 252,710 -89%

Income Tax and Social Contribution 30,883 (30,217) 4132 (72,975) -106%)

Minority Interest 16,960) 173'67.1) ~ Z§%

NetIncome/LLoss for the Ye 7244 7109.064. 777 '86%

Number of shares 33,336 106,981 -69% 156,488 320,262 -51%
Income (loss) per Share 8.1% . 20.1% 8.7% 17.7%
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Attachment Il - Pro Forma Financial Statements Consolidated

Suzano Petroquimica - Consolidated

Income Statement - Pro forma
R$ thousand ‘
4Q05 | } 4Q04 var. % 2005 2004 Var. %

Gross Revenues 733,778 ‘ 955,630 -23% 3,254,888 3,260,050 0%
Grq§§_3evenues Deductions (xl{io 4%&?&” | (237 890) -Si;/o Qﬂél??l.ﬁ .

0%
Cost of Goods Sold (487,054) 1 (538,988) -10% (2,144,595) (1,979,825) 8%
Gross Income 86,300 178,752 ~52% 375,964 536,496 -30%

Gross Margin 15.1% L 24.9% 14.9% 21.3%
Selling Expenses (48,437) . (46,730) 4% (176,300) (157,115) 12%
General and Administrative Expenses (20,0086) (20,880) -4% (76,712) (68,978) 11%
Other Net Operatmg Revenue (Expenses) 6,660 . (1,452) -559% 27,65 659 22 951 21%
Activity Result 109,690 TIEBY,
Net Financial Revenues (Expenses) (73,404) " (1,126) n.m. (68,114) (42,781) 8%
Financial Revenues 9,345 . 3,777 147% 21,497 20,672 -57%
Financial Expenses (82,749) (4,903) 1588% (89,611) (63,453) 41%)

Equity Results - - - -
Goodwill amortization (13,936) (1,089) 1180% (20,692) (4,358) 375%
Net non-Operating Revenues (Expenses) (258) . {11,584) -98% (26,272) (23,773) 1%
lincome Before Income Tax and Social Contributi (63,081) . 95,891 -166% 35,533 262,442 -86%

Income Tax and Social Contribution
Monirity Interest .
Net Income/lLoss for th

(82,809) -96%
_(70,569)  -76%
TGS .064 T

- {(32,381) -192%

EBITDA
EBITDA Margin

- 129,566 -65% 232,821 414,463 -44%
. 18.1% 6.5% 6.5%
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SUZANO

Braskem

PETROQUIMICA
PUBLIC COMPANY PUBLIC COMPANY

CNPJ Nr. 42.150.391/0001-70 ‘ CNPJ Nr. 04.705.090/0001-77

POLITENO INDUSTRIA E COMERCIO S.A.
PUBLIC COMPANY
CNPJ N° 13.603.683/0001-13

RELEVANT FACT

Braskem S.A. (“Braskem™), Suzano Petroquimica S.A. (“Suzano Petroquimica™) and
Politeno Industria e Comércio S.A. (“Politeno™), pursuant to CVM Instruction No. 358/02,
hereby inform its shareholders and the market t\lhat, Braskem, as purchaser and Suzano
Petroquimica, through its subsidiary SPQ Investimentos e Participa¢Ges Ltda. (“SPQ”),
together with Sumitomo Chemical Company, Limited and Itochu Corporation (“Japanese
Group™), as sellers, and having Politeno as intervening party, entered on this date, into an
agreement for purchase by Braskem, of all the shares owned by SPQ and Japanese Group in
the total share capital of Politeno.

Upon the closing of this transaction, Braskem, which already owned 35.0% of the total
voting share capital and 33.4% of the total share capital of Politeno, will now own 100% of
the voting share capital and 96.2% of the total share capital of Politeno, a company with a
production capacity of 360,000 tons of polyethylene per year, located at the Petrochemical
Pole of Camagari, State of Bahia, and owner of eqﬂ;ities interest at other companies.

The initial amount to be paid by Braskem to SPQ and to Japanese Group was calculated
based on a down payment in Reais equivalent :to US$ 111,275,800.00, of which US$
60,629,210.00 is to be paid to SPQ and US$ 50,646,590.00 to Japanese Group. The final
value of the sale will be calculated pursuant to a formula that will measure the performance
of Politeno during the 18-month period after the sale. The use of such price formula will
ensure that the interest of all parties is aligned and that the final price for the shares is fair.

The conclusion of this transaction represents anlother step into the straightness of the
Brazilian petrochemical sector, creating conditions that will allow the growth and the
increase in competitiveness of the sector in the country, including through expansions and
new investments. At the same time, it confirms Braskem’s and Suzano Petroquimica’s
beliefs in the positive performance of the petrochemical sector and their willingness to
actively participate of the sector’s consolidation.




This transaction has already been approved by tHe Board of Directors of Braskem, Suzano
Petroquimica and Japanese Group.

Suzano Petroquimica also informs that through its subsidiary Polipropileno Participagdes
S.A., it negotiated with Odebrecht S.A. the exchange of 75,669,544 shares of the share
capital of Nordeste Quimica S.A.- Norquisa, bwned by it, representing 8.9% of the
company’s voting share capital and 10.9% of its| total share capital, by 2,129,324 class A
preferred shares of the total share capital of Braskem, owned by Odebrecht S.A.,
representing 0.6% of the total share capital of Braskem.

Sao Paulo, April 4, 2006.

Paul Altit ~ Jodo Pinheiro Nogueira Batista
Investor Relations Director ‘ Investor Relations Director
Braskem S.A. 1 Suzano Petroquimica S.A.




Riopol assumes the control of its ﬁndustrial facilities’ operation

Sdo Paulo, March 31, 2006. Suzano Petroquimica S.A. (Bovespa: SZPQ4; Latibex: XSUPT), the
Latin American leader in the production of polypropylene and a joint controller shareholder in relevant
players in the petrochemical sector - Rio Poh’meros‘S A., Petroflex Indudstria e Comércio S.A. and
Politeno Industria e Comércio S.A., publicly announces that Riopol assumed today the control of its

industrial facilities’ operation.

As foreseen at Riopol’s EPC (Engineering, Procurement and Construction) contract, the company would
receive the industrial complex, from the EPC contractor, only after the accomplishment of a long period
of performance and reliability tests, carried out by Riobol’s operational team under the coordination of
the EPC contractor and the technology licensors, in order to assure the achievement of the contractual
performance levels at the industrial facilities. These tests were concluded last week and received all

necessary approvals.

Today the custody and responsibility for the operation ol‘f the industrial complex was transferred from the
EPC contractor to Riopol’s team, fulfilling an 1mportant step that allows Riopol to have full control of

the operation of its industrial facilities.

Therefore, as from today, Riopol will leave its pre-ope\‘rating phase and will have its results booked at
Suzano Petroquimca’s consolidated results, proportionally to the Company’s stake in Riopol.

S@o Paulo, March 31, 2006.

.t

Jodo Pinheiro Nogueira Batista
Chief Financial and Investor Relations Officer

“\

For further information, please contact the Investor Relations department:
Www.suzanopetroguimica.com.br . Tel: + 55 11 3345-5827/ 5856 / 5886

This release contains forward-looking statements relating o the prospects of the bunness estimates for operating and financial results, and those related 1o growth
prospects of Suzano Petroquimica. These are merely projections and, as such, are based exclusively on the expectations of Suzano Petroguimica’s management
concerning the future of the business and its continued access to capital to fund lhe‘\ Company’s business plan. Such forward-looking statements depend,
substantially, on changes in market conditions, governmeni regulations, competitive pressures, the performance of the Brazilian economy and the industry, among

other fuctors and risks disclosed in Suzano Petroguimica’s filed disclosure documents and are, therefore, subject to change without prior notice.
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Suzano Petroquimica clarifies the criteria
used for the calculation of its financial leverage ratios

Sao Paulo, March 29, 2006. Suzano Petroquimica S.A. (Bovespa: SZPQ4; Latibex: XSUPT), the
Latin American leader in the production of polypropylene? and a joint controlling shareholder of relevant
players in the petrochemical sector - Rio Polimeros S.A., Petroflex Indistria e Comercio S.A. and
Politeno Indistria e Comércio S.A., publicly announces the correct criteria for the calculation of the
Company’s financial leverage ratios.

During the 2005 financial results release, on March 14, 2006, the Company posted the financial leverage
ratio based on the “Net Debt/EBITDA” criteria, in a pro [forma basis, for the Parent Company and the
Consolidated figures. The ratios disclosed at that time, of} 6.34 for the Parent Company and of 6.82 for
the Consolidated, did not include two important effects:

(1) The Parent Company’s cash generation capability includes, in addition to the EBITDA generated
by its own polypropylene business activities, dividends received from the joint controlled
companies, once, besides its own operations, the Company has relevant stakes in players in the
petrochemical sector, in which it made relevant investments in the past that are remunerated by
such dividends; and

(2) For the calculation of the Parent Company’s net debt, only the resources denominated as “Cash
& Cash Equivalents” were considered as cash, not \mcludmg marketable securities existing in the
current assets.

Therefore, the Net Debt/EBITDA ratio for the Parent Company and Consolidated, updated by these two
effects, changes as shown at the following charts: ‘

Net Debt / EBITDA

Net Debt / (EBITDA+DIvidends) .
Suzano Petroquimica Parent Company Pro Forma Suzano Petroquimica Consolidated Pro Forma

6.34

6.82 6.67

2004 2005 2004 2005 ! 2004 2005 2004 2005
previous previous reviewed reviewed previous previous reviewed reviewed

Sio Paulo, March 29, 2006. =

o
Jodo Pinheiro Noguelra Batista P
Chief Finance and Investor Re]atlons Officer I
1 o,
For more information, please contact the Investor Relations Department ity AT :?

WWW, Sizanopetroquimica.com.br Tel + 55 11 3345-5827 1 5856/ 5886 e

This ivied

i are, rh( refure, sihject i change « nhnur/wnrrm\yr

Tied diselosure docien

oithey foctors and visks disciosed in Su:mw Pc,«'qun Gnie



SUZANO
PETROQUiIMICA

a——

Pactual has been actin\g as market maker of
Suzano Petroquimica’s preferred shares

Sao Paulo, March 2, 2006. Suzano Petroquimica S.A. (Bovespa: SZPQ4; Latibex: XSUPT), the Latin
American leader in the production of polypropylene and a joint controlling shareholder of relevant
players in the petrochemical sector - Rio Polimeros S.A., Petroflex Industria e Comércio S.A. and
Politeno Industria e Comércio S.A., i

informs that smc‘e yesterday Pactual Corretora de Titulos e Valores
Mobilidrios has been acting as market maker of its preferred shares

Through a release issued on February 15, 2006, Suzano Holding, Suzano Petroquimica’s controlling
shareholder, informed its new strategy for hiring market makers for the companies of the group,

introducing the principle of rotation among players with acknowledged proficiency and capability,
specialized in this activity, aiming at generatmg‘ a competitive environment and a comparable
performance basis.

Within this context, as the contract that Suzano Petroquimica had with Agora Senior expired last
February 28, since yesterday Pactual Corretora has been acting as market maker of the preferred shares
issued by Suzano Petroquimica

=
Sdo Paulo, March 2, 2006. = ¢T
S
i T
= e
Joio Pinheiro Nogueira Batista S
Chief Financial and Investor Relations Officer ]

o
4

i~
For further information, please contact the Investor Relations Department

| .
WWW, SUI&I’IOPEHOC{UIH’HC& com.br

Phones: 55 11 3345-5827/ 3345 5856 / 3345-5886

This release contains forward-looking statements relating (o the prospects of the business, estimates for operating and financial results, and those related to grawth
prospects of Suzano Petroguimica. These are merely projections and, as such, are based exclusively on the expectations of Suzano Petroquimica's management
concerning the future of the business and its continued access to capital 1o fund the Company's business plan. Such forward-looking statements depend, substantially,

on changes in market conditions, government regulations, competitive pressures, the performance of the Brazilian economy and the industry, among other factors and
risks disclosed in Suzano Petroguimica’s filed disclosure documenlx\ and are, therefore, subject to change without prior notice.




CORPORATE EV]ENTS CALENDAR

SUZANO PETROQUIMICA S.A.

Central Office

Address _Sao Paulo, SP

Av. Brigadeiro Faria Lima, 1355/ 9° andar - Pinheiros 01452-919

Internet Site www.suzanopetroquimica.com.br

Investor Relations Name: Joiao Nogueira Batlsta

Officer E-mail: Joaonbatlsta@suzano com.br

Telephone: (11) 3037 9500

tor Relations

Manager

Publications (and
locality) in which its
corporate documents
are published

Fax: (11) 3813 5563 Er A
Nome: Andréa Cristina Pereira e Silva Do P .
E-mail: andreas@suzano.com.br P om
‘Telephone: (11) 3345-5886 LA B
Fax: (11) 3345-5865 TE e
Valor Econdmico e Diario|Oficial do Estado de So Paulo :J P
9.
it )

to the Company’s By-laws Clause of Commitment.‘

The Company is submitted to the arbitration of th}e Market Arbitration Chamber, according

12/31/2005 T B T B e R

Event 1 Date
Accessible to Shareholders 03.14.2006
Publication 03.14.2006
Submission to BOVESPA 03.14.2006

Standardized Financial Statement (DEP), as of. 12/31/2005

Event

Date

Submission to BOVESPA

03.14.2006

Annual Fmanc1al Statement and Consolldated F manc1al Statement
accordlng to international standards, as of 12/31/2005

Event

Date

Submission to BOVESPA

03.14.2006

Remuneration in cash.on the results as of the period ended at 12/31/06

| béte of

|
Remuneration Event - Date Amount(’_R$? Orz;?ll::y( R$/Is,lr1:; er)re 4 Payment
Dividends General and 4,352,551.30 0.0192 0.0192 05.09.2006
Extraordinary
Shareholders’
Meetings
(19/04/2006)




Annual Financial Statements — IAN, as of 12/31/2005 G e T e

Event

Date

Submission to BOVESPA

05.19.2006

Quarterly Financial Statements

Date '

Event

Submission to BOVESPA

Referring to 1st quarter 05.10.2006
Referring to 2nd quarter 08.09.2006
Referring to 3rd quarter 11.08.2006

Quarterly Financial Statements — ITR in ‘english: or accordlng to mternatlonal standards

Event Date
Submission to BOVESPA

Referring to 1st quarter 05.10.2006
Referring to 2nd quarter 08.09.2006
Referring to 3rd quarter 11.08.2006

4Date .

Event

Publication of the Call Notice 04.04.2006
| 04.05.2006
j 04.06.2006

Submission of the Call Notice to BOVESPA accompanied by the 04.03.2006

Administrative Proposal, when available

Ordinary Shareholders Meeting ! 04.19.2006

Submission of the Minutes of the Ordinary Shareholders Meeting to 04.19.2006

BOVESPA

Extraordinary Shareholders Meeting =~

Event

Date

Publication of the Call Notice 04.04.2006

04.05.2006

\ 04.06.2006

Submission of the Call Notice to BOVESPA |, acompanhado da proposta da 04.03.2006
administra¢do, quando houver :

Extraordinary Shareholders Meeting 04.19.2006

Submission of the Minutes of the Extraordinary Shareholders Meeting to 04.19.2006

BOVESPA

Public Meetings with Analysts

Event Date
APIMEC — SP — Hotel Intercontinental — 18h00 Brasdla Time 03.15.2006
03.17.2006

APIMEC - RJ — Hotel Lé Meridien — 12h30 Brasilia Time




[Conference Calls. . a
Event “ | Date
2005 Earnings Result Conference Call 03.16.2006

Through website or the phone number +1 973 532 2757

Board of Directors Meeting: ~ &

Date

Event
Board of Directors Meeting — 2005 Earnings Results 03.14.2006
03.14.2006

Submission of the Minutes of Board of Directors Meeting to BOVESPA
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Sdo Paulo/Rio de Janeiro, January 18, 2006. Suzano Petroquimica S.A. (“Company”) (BOVESPA:
SZPQ4; LATIBEX: XSUPT), the Latin American leader in the production of polypropylene and a joint
controller of relevant players in the petrochemical sector - Rio Polimeros S.A., Petroflex Industria e
Comercio S.A. and Politeno Inddstria e Comercio S.A.,|announces that, according to article 12 of CVM

Instruction no. 358, dated January 3, 2002:

The Company’s controlling shareholders acquired, asja result of a merger, in December 28, 2005,
through Bizma Investment LLC, a company constltutediunder the laws of the State of Delaware, located
at 1209, Orange Street, Wilmington, DE 19801, New Castle County, Delaware, USA, the stake of the
Company held by IGF Fund Cayman, representing a total of 7,063,000 preferred shares, or 5.46% of the
preferred capital. The price used as a reference for this operation was R$ 4.75 per share. In 01/17/2006,
CVM authorized the transfer of the capital of the non—res‘ident investor to the Country.

As a result of such acquisition, the controlling shareholders of the Company and its directly and
indirectly related parties became owners of 172 98‘,,588 shares - of which 97,375,446 ordinary shares
and 75,607,142 preferred shares - against 165,919,588 shares - of which 97,375,446 ordinary shares and
68,544,142 preferred shares - owned before the operation. The Company’s free float went from 26.77%

to 23.67%. There are no debt instruments that can be cor{verted into shares issued by the Company.

Such acquisition reinforces the Company’s strategy of strengthening its participation in the capital
markets, making it easier to implement, in the future, measures aiming at increasing the effective free

float, the liquidity and the negotiability of the shares. l‘

S#o Paulo, January? 18, 2006

Jodo Pinheiro Nogueira Batista

CFO and Investor Relations Officer




SUZANO PETROQUIMICA S.A.
PUBLICLY HELD COMPANY

RELEASE

Sédo Paulo/Rio de Janeiro, January 18, 2006. Suzano Petroquimica S.A. (“Company”) (BOVESPA:
SZPQ4; LATIBEX: XSUPT), the Latin American leader in the production of polypropylene and a joint
controller of relevant players in the petrochemical sector - Rio Polimeros S.A., Petroflex Indistria e
Comercio S.A. and Politeno Inddstria e Comercio S. A 'announces that, according to article 12 of CVM
Instruction no. 358, dated January 3, 2002:

The Company’s controlling shareholders acquired, asia result of a merger, in December 28, 2005,
through Bizma Investment LLC, a company constitutediunder the laws of the State of Delaware, located
at 1209, Orange Street, Wilmington, DE 19801, New Castle County, Delaware, USA, the stake of the
Company held by IGF Fund Cayman, representing a total of 7,063,000 preferred shares, or 5.46% of the
preferred capital. The price used as a reference for this Qperatlon was R$ 4.75 per share. In 01/17/2006,
CVM authorized the transfer of the capital of the non-resident investor to the Country.

As a result of such acquisition, the controlling shareholders of the Company and its directly and
indirectly related parties became owners of 172,982 588 shares - of which 97,375,446 ordinary shares
and 75,607,142 preferred shares - against 165,919,588 shares - of which 97,375,446 ordinary shares and
68,544,142 preferred shares - owned before the operation. The Company’s free float went from 26.77%
to 23.67%. There are no debt instruments that can be converted into shares issued by the Company.

Such acquisition reinforces the Company’s strategy of strengthening its participation in the capital
markets, making it easier to implement, in the future, measures aiming at increasing the effective free

float, the liquidity and the negotiability of the shares.

S&o Paulo, J anuary 18, 2006

Jodo Pinheiro N ogu%aira Batista

CFO and Investor Relé‘ltions Officer




