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Dear Friends,

It is indeed a privilege to be writing to inform you of the startup of our
Santa Fe line 2 pulp mill. The hard work of many dedicated professionals
has resulted in the construction of arguably the best mill in the world. It
is this spirit that makes me proud to work at CMPC.

It is heartening to note that the nearby city of Nacimiento has benefited
greatly as a result of the construction of this mill as most of the residents
have participated directly or indirectly in its construction, taking local
unemployment to almost zero. Many will continue to be involved with
the operation of the mill, one way or another.

This issue brings you the latest information on the startup of the mill,
together with some project highlights. It is a beautiful mill, built around
leading-edge technology that we are sure will produce superlative
Eucalyptus pulp. We hope to bring you more information on the running
of the mill in the next issue.

Gearbulk has been for many years our main shipping partner, taking our
pulp to Europe and Asia. Their modern and specialized ships provide us
with peace of mind that our pulp will reach our customers in perfect
condition. In this article we look at the working relationship between our
companies.

Finally, our wholehearted commitment to forest management is discussed
in an article on our company’s policy on the matter.

I hope you enjoy this newsletter. If you have comments on any of these
subjects or would like to get more information please do not hesitate to
contact me directly at gmullins@celulosa.cmpc.c/

ot

Warm regards,
Willie Mullins



Santa Fe 2:

Students.from LasFrontera University in Temug@u.visiting Santa Fe Mill

Improved Employment
In Nacimiento

Unemployment levels in the city were reduced to zero, two
years after the works began.

CMPC firmly believes that the
means of obtaining results is as
important as the end result; thus
from the beginning the Santa Fe 2
Project regarded the community as
a relevant aspect of the business.

The expansion of the mill,

which required an investment of
US$ 745 million, was developed
placing special emphasis on and
direction of resources towards, the
safety of people, the protection of
the environment and the
development of the community of
Nacimiento.

THE COMMUNITY

Social and business responsibility
and commitment to the community
of Nacimiento, was accomplished
through working jointly with the
city council and the Centre of
Regional Studies of the University
of Bio Bio.

The actions were implemented
through a variety of projects and
programmes focussing on the
education of people from
Nacimiento and the surrounding
areas, with the objective of giving

them tools with which to improve
the development of their technical
and personal skills and employment
opportunities.

To this end, CMPC carried out
projects in different areas.

Training programmes were created
in addition to skills certification
specialising in concreting,
operating topographical
instruments, cooking techniques
and food hygiene, specialisation for
chemical workers in pulp processes,
techniques for managing small



Fire Brigade of Nacimiento

businesses, creating and
maintaining green areas, effective
communication and change agents,
and training assistants in risk
prevention, amongst other skills.

Regarding education, higher-level
technical careers were developed in
three specialisations in
collaboration with the Virginio
Goémez Professional Institute:
electro mechanical technician,
instrumentation and industrial
control technician, and industrial
plant operating technician.

In the area of health, a campaign
regarding AIDS and sexually
transmitted diseases was created in
conjunction with Nacimiento
Hospital and educational centres,
and works to improve and expand
the general hospital in Lautaro
were initiated.

With regard to the road network,
the paving of several streets and
cul-de-sac in Nacimiento was
financed, in addition to improving
all the streets in the commune for
use by heavy machinery.

Asociation of{Lorry Drivers

Visit offGevernor Esteban Krause




EMPLOYMENT

From the beginning of the project
the company’s objective was for
more than 60% of the workers on
the expansion to be from Bio Bio
Province. In order to achieve that
objective, a training and skills
capability programme for school
leavers in the commune was
developed.

In addition, the company
supported and gave direct
incentives to generating micro
companies as sources of future
work.

More than eight thousand workers
were employed in the construction
of line two of the mill, generating

Group of Elderly People

zero unemployment in Nacimiento
during the two and half year
duration of the project.

COMMUNITY INTEGRATION

To make the community part of the
business involves developing very
good relations. For that reason,
right from the beginning of the
expansion project, the company
established contact not only with
the City Council of Nacimiento, but
also with local social organisations
and residents.

CMPC established an open door
policy resulting in numerous
organisations coming on a weekly
basis to view the site and the work.

CMPC Foundation in
Nacimiento

Since the year 2000, the CMPC
Foundation has developed a
programme to improve the
education of primary school
children in Nacimiento.

The plan has enabled educational
shortages to be identified in
local schools near the company
site or mills, and to support the
improvement of the teaching
personnel, as well as the
management of educational
centres, obtaining quality
education and a suitable social
environment and personal
development between members
of the school community.

The schools of Nacimiento have
benefited from the development
of this project with land advice
for teachers, the creation of
teaching materials for team
working between parents and
pupils and the implementation of
‘School Libraries’, amongst other
initiatives.

CMPC Foundation works with
the belief that it is possible to
contribute towards poverty
reduction through education,
narrowing existing gaps in
opportunities, and providing
better prospects for the future.

Through the visits, they became
familiar with the pulp making
process, the system of work, the
care towards the environment and
the company’s quality control and
safety systems.

More than 1.500 people
participated in the mill visits, and
there were meetings at Santa Fe 2
and elsewhere with authorities and
other interested groups providing
information about the
development of the project.
Contact was established, and
working relationships developed
with local residents’ groups, town
counsellors, non-governmental
organisations and university
students, amongst others.
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1. Santa Fe Mill

2. Emission Control
3. Recovery Boiler
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Guillermo Mullins, Commercial Director

‘ ‘ In business terms, the objective is to sell
the output from Santa Fe line 2 to markets with

good long term returns, making the most of our
comparative advantages. This entails important
growth in all areas and in particular in Asia. The
start of operations at Santa Fe 2 will confirm Chile
and CMPC as a world power in the production of
eucalyptus pulp, offering a high quality product
and representing an attractive alternative to the

traditional producers such as Brazil”

The implementation
of the Santa Fe 2
project required an
investment of US$
745 million, the
largest in the history
of the company, and
of which US$ 60
million related to
environmental
Investment.

The main environmental
investments corresponded
to the production of 100%
ECF (elemental chlorine
free) wood pulp in both
production lines, enabling
amongst other measures:

() Transformation of the
current line

(-] Removal of lignin with
oxygen

(%) Gas and emission
recuperation systems
to minimise odour for
both lines

() A secondary effluent
treatment system for
both lines

+) A new diffuser in the
Bio-Bio river and a new
controlled disposal
area to deposit solid
residues from both the
production lines







Wood Pulp Strategy”.

During the development of the
project, special care has been taken
to acquire the latest equipment
and technology. The new
machinery and tools include control
elements so that emissions and
discharges into the environment
comply with current Chilean legal
standards and with the demands of
the international market.

Francis Backhouse, Mill Manager, Santa Fe

‘ ‘ The commissioning programme and

the project implementation has been carried out

according to plan, with some adjustments. The
results of the tests have been entirely satisfactory.
With regard to the environment, we have
completely met the demands established by the
Resolution of Environmental Quality for the project.
In addition, we have endeavoured not to generate
emissions with negative impacts, such as smell,
noise, effluence, etc. adhering to the Zero Error

1. Control Room

2. Clarifier
3. Presses

The new mill will be capable of
producing long runs of quality ECF,
destined mainly for Europe. Also,
if necessary, Santa Fe 2 will be able
to service special markets requiring
pulp with higher brightness.



Eckart Eitner, Business Director

‘ ‘ The primary objective is to take the mill
production to its highest capacity as quickly and
as safely as possible. We endeavour to achieve
this without environmental incident and ensuring
product quality. Our team is prepared and eager
to confront this challenge and we are certain of
accomplishing this in the near future. The second
objective is to transport the output to our clients’
warehouses on time and as scheduled. In order to
achieve this we have contracted the best logistics
suppliers in the world. This team is also prepared.
Good environmental outcomes are our aims in
everything we do. We want to achieve these
objectives proud of having met the expectations of
JCALVET

everyone: no environmental mistakes” 21590
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The project will reduce operating CMPC's objective is that Santa Fe 2
costs, due to lower levels of develops in harmony with the
chemicals required in the bleaching community, the authorities,
process; it will also decrease environmental regulations and
shipping costs, thanks to the with the most stringent safety
increased dryness of the finished levels, in order to obtain the
product. With regard to the mill’s greatest economic benefits in terms
liquid waste products, these will of better job opportunities,
also be decreased. infrastructure, training and
progress in general.
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Eugenio Grohnert, Project Director

‘ ‘ One of the long term goals is to maintain
the good relations that have been established

with the local community during the construction
period, through constant visits to the plant, prompt
and clear replies to their concerns and maintaining
an operation in harmony with the environment”

Sergio Colvin, Managing Director

‘ ‘ Today our mill has the most advanced
technology, is of a competitive size, has low

are

production costs and makes minimal impact on the
environmental. In four words: a world class mill”



Gearou

A partner that diminishes distances

Gearbulk is the company that will transport annually
more than 1 million tons of CMPC wood pulp to
Europe, Asia and Australia in the next three years.
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The new wood pulp production
line at Santa Fe, which begun
operations in december, will be the
second largest BEKP mill in the
world, with an annual capacity of
1.16 million tons of production.

If we add to this the wood pulp
production of the Laja and Pacifico
mills we have an annual volume

of 2 million tons, of which around
1.5 million are destined for
European, Asian, US and Australian
markets.

In order for Chile to compete with
worldwide producers in the above
markets, it is essential to have
efficient and reliable transportation
with the appropriate technology
for transporting wood pulp.

CMPC has entrusted this task to its
partner and supplier, Gearbulk
Pool Ltd., with whom the company
has been working since 1979,
shipping initially to Northern
Europe and then different
destinations in Asia.

A SPECIALIST IN THE
TRANSPORTATION OF FOREST
PRODUCTS

Gearbulk began its operations in
1968, and today is established and
incorporated in Bermuda as
Gearbulk Holding Limited. The
Jebsen family own a 60% share of
the Company, and Mitsui O.S.K.
Lines Ltd, through a wholly
owned subsidiary, own a 40%
share.

cmpc

Gearbulk is an important carrier
of forest products and operates
the world'’s largest fleet of Open
Hatch Gantry Craned (OHGCQ)
vessels, amounting to
approximately 33.5% of the
world’s OHGC vessels in
operation. The OHGC vessels are
specially designed and equipped
to transport unitized forest
products among other products,
(mainly wood pulp, timber,
plywood, and different types of
paper and paperboard). Gearbulk
owns a fleet of 68 vessels of which
55 are OHGC vessels, totalling
approximately 2.2 million DWT.
They also own and operate
terminals and warehouses in
various locations in Europe, Asia
and America.

South America is the world centre for
growth in wood pulp supply. Between 2004
and 2008 an additional 5 million tons of
wood pulp is expected and its transportation
will require 17 to 18 additional vessels or
even an increase of 12% of the current
capacity of OHGC vessels.

Eugenio Moreno, Managing Director of Gearbulk Chile



NEW DESTINATIONS

The new agreement between
Gearbulk and CMPC Pulp is for
three years (2007-2009) and is for
annual volumes of over one million
tons of pulp, which represents
approximately 75% of the wood
pulp shipped to markets outside of
South America.

Although Gearbulk has been
working with CMPC for many
years, on this occasion there will
be new destinations like South
Korea. The ports being
considered are Flushing, Brake,
Sheerness and La Pallice in
Europe and Changshu,
Yokohama, Taichung, Inchon,
Busan and Burnie in Asia and
Australia.

Eugenio Moreno, Managing
Director of Gearbulk Chile, states
that they are making all the
necessary investments to continue
providing a quality service.

WHAT HAS IT BEEN LIKE FOR
GEARBULK TO PARTICIPATE IN THE
DEVELOPMENT OF THE WOOD
PULP INDUSTRY IN CHILE?

It has been very motivating. It is
a great experience to take part in

the growth of the forest industry
and to contribute to the
development of the port in the
VIII Region. We are pleased to be
able to continue contributing
through linking the export of
CMPC pulp to its clients in
Northern Europe and Asia.

When we began our activities in
Chile in 1979, approximately
60,000 tons of wood pulp were
transported to Northern Europe
each year for CMPC. In 2005,
540,000 tons of wood pulp were
shipped for CMPC which includes
shipments to Northern Europe
and Asia.

WHAT SORT OF EXPERIENCE HAS IT
BEEN TO WORK WITH CMPC?

Almost 26 years have gone by
since the beginning of the CMPC-
Gearbulk relationship and | must
say that the experience has been
both positive and constructive
and a great learning curve for
both parties, successfully facing
situations and fluctuations in the
pulp market through the years.

We are very proud that CMPC
continues to be our client after so
many years.

WHAT DO YOU CONSIDER COULD
BE IMPROVED TO MAKE THE
SYSTEM MORE EFFICIENT?

The investments made by the main
ports in the VIII Region will be
beneficial for the shipments and
most of the shipping lines they use.
Currently the port operations are
generally quite efficient but they
could still be improved, especially
with regard to port equipment,
handling of cargo and loading
operations, which will need to be
able to cope with the higher
volumes of wood pulp which will
be shipped in the future. This is
something that we are
encouraging among all parties
involved, in order to anticipate
right now all the necessary changes
that will have to be made.

HOW DOES GEARBULK VIEW THE
IMPORTANCE OF LATIN AMERICA
AS A WOOD PULP PRODUCER IN
THE FUTURE, AND TO WHAT
EXTENT HAVE THEY INCORPORATED
THIS INTO THEIR BUSINESS
STRATEGY?

The growth of the forest sector in

South America, especially the wood
pulp industry, has made this region
the most important supplier to the



world market; we therefore
consider our company's presence in
the region a priority. Thus we are
committed to constantly improving
the service provided to our clients
through the addition of new
vessels, enabling us to maintain
high levels of competition.

WHAT MEASURES IS GEARBULK
TAKING TO FACE THE IMPORTANT
GROWTH IN THE DEMAND FOR
FREIGHT?

The replacement and increase of
our fleet is in progress. One new
vessel has been delivered in the
course of 2006 and another one
will be delivered during the first
half of 2007, while we have placed
orders for four new sixth
generation open hatch gantry
craned vessels (72,000 DWT) for
delivery from 2009 onwards. In
addition there are orders in place
for nine semiopen hatch vessels (6 x
62,000 DWT and 3 x 53,000 DWT)
for delivery from 2009 onwards.

A
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cmpc

CMPC

Commits to Sustainable
Forest Management

Defining and protecting
existing native forests
in their native forested
lands, as well as not
purchasing forestry land
in which native forest
has been destroyed in
recent years, are some
of the policies that
CMPC has undertaken
In its commitment

to sustainable forest
management in Chile.

CERTIFICATION OF SUSTAINABLE
FOREST MANAGEMENT IN CHILE

For the past few years, the
certification of sustainable forest
management has become highly
relevant to forestry, having become
established as a requisite for access
to and remaining in certain
important world markets, driven by
more demanding client
requirements.

These greater market demands
make it necessary to demonstrate
that the products offered come
from forests that have been
managed in a responsible way,




both socially and environmentally,
and with a long-term perspective.

In Chile, given these circumstances,
efforts were concentrated on
achieving the development of a
national standard for forest
certification that could be
recognised at an international
level. Thus in 2002, the National
Standard for the Certification of
Sustainable Forest Management,
CERTFOR, was developed through a
joint initiative of important public
and private Chilean institutions,
linked to the forestry industry.
Today around 70% of forest
plantations in Chile are certified by
this standard.

In October 2004 CERTFOR was
officially approved by the PEFC
Council, (Programme for the
Endorsement of Forest Certification
Schemes), thus obtaining
international recognition from the
largest forest certification system in
the world.

At an international level, the PEFC
is a certification scheme that
evaluates and acknowledges the
national forest certification
standards that have been
developed under strict processes
involving the relevant interested
parties, and are structured by
mechanisms for promoting
sustainable development
recognised by 149 governments in
the world.

To date the PEFC has endorsed 22
national schemes including, in
addition to the Chilean standard,
CERTFOR, the national standards of
Canada (CSA), the United States
(SFI), Brazil (CERFLOR), Australia
(Australian Forest Certification
Scheme), and 17 European countries,
giving a total certified area of more
than 187 million hectares of forests,
which makes it the world's largest
certification scheme.

To date, 9 other national schemes
are at various stages of obtaining
endorsement by the PEFC, one of
which is the national standard of
Russia, which has 22% of the
world’s forests.

A

Percentage of certified areas according to international standards

7% Others

25% FSC

68% PEFC

FOREST CERTIFICATION AND OTHER
VOLUNTARY COMMITMENTS BY
CMPC

At the end of 2002, CMPC entered
into dialogue with a group of
Chilean and North American NGOs
lead by Forest Ethics, which
included visits to forestry
operations and during which
important agreements were made.
The main agreement reached
consists of the participation in a
constructive process for the
protection of the native forest,
based on mutually agreed upon
goals. Through this process CMPC
committed to defining and
protecting existing native forests in
their native forested lands, as well
as not purchasing forestry land in
which the native forest has been
destroyed in recent years. For their
part, the environmental groups
agreed to recognise and contribute
towards providing information
about the high environmental
quality of the forestry practices of
the company. Since this
agreement was reached, a good
relationship has been maintained
with these entities through
periodical meetings with their
representatives, within an
atmosphere of mutual respect and
increasing consensus, which has
thus strengthened the company’s
image with regard to respect for
the environment.

In the area of forestry certification,
in addition to obtaining in 2001 the
ISO 14.001 certification for the
environmental management system
relating to its forest administration,
CMPC has also certified its
plantations in January 2004 under
the National Certification Standard
for Sustainable Forest Management
CERTFOR - PEFC.

Currently, CMPC Pulp has a
certification protection chain from
CERTFOR to PEFC, which proves
that its products come from forests
certified by sustainable forest
management.

The certifications which CMPC has
managed to acquire and maintain,
together with the good
relationship that it has secured
with environmental NGOs,
demonstrate the seriousness and
commitment with which CMPC has
become involved in the balance
between success in business, and
environmental and social
responsibility, gaining a positive
image and recognition in
international markets.

Y,

~EFC

|
CERTFOR
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Production and distribution of woodpulp based on Radiata Pine and Eucalyptus. The
mills are Pacifico (500,000 tons softwood), Laja (360,000 tons softwood) and Santa Fe
1.2 millions tons incluiding it’s recently inaugurated second line with a new capacity

of 780.000 tons. This woodpulp is exported to countries in Asia, Europe, Oceania and

the Americas.

news CMPC PULP

CVIPC PULPos

Overseas Representatives

Argentina

Productos Forestales S.A.
PROFORSA

Laprida 3278 piso 2, of: 43
1642 San Isidro, Buenos Aires
Tel. : (54-11) 4735 2733

Fax : (54-11) 4735 2740

Australia

Silvania Resources, Inc.

1820 N. Corporate Lakes Blvd.
Suite 307

Weston, Florida 33326

US.A

Tel. : (1-954) 385 4890

Fax : (1-425) 944 1836

Benelux Countries
Euro Fibres S.A.

18 Avenue Lavoisier
B-1300 Wavre
Belgium

Tel. : (32-10) 23 74 50
Fax : (32-10) 23 74 52

Bolivia

Hein Ltda.

Avda. Arce 2396

La Paz

Tel. : (591-2) 244 2786/244 0945
Fax: (591-2) 244 1188

Brazil

Claudio Maresca,
Representante

Rua Itapicuru, 369 - piso 10
Conj. 1003, Perdizes

05006 -000 Sao Paulo - SP
Tel. : (55-11) 3864 1119

Fax : (55-11) 3675 7519

China

China International Tourism
& Trade Co., Ltd. (CITTC)
A1901-1903, Genertec
International Center, Building
No.1, A3 Yong'andongli,
Chaoyang District, Beijing
Tel. : (86-10) 58793322

Fax : (86-10) 58793093

CellMark AB, Shanghai Office
Room 2007, 205 South Mao
Ming Road, Rui Jin Building
Shanghai 200020

Tel. : (86-21) 6473 0266

Fax : (86-21) 6473 0030

CMPC Europe Limited
5 Dukes Gate

Acton Lane

London W4 5DX

Tel. : (44-20) 899 69960
Fax : (44-20) 899 69967

Colombia

Herzig & Cia. S.A.

Carrera 50 N 6-41, Medellin
Tel. : (57-4) 255 2122

Fax : (57-4) 285 5805

Ecuador

Alter Cia. Ltda.

Almagro 1550 y Pradera
Edificio P.A. Kingman, piso 4B
Quito

Tel. : (593-2) 2905531

Fax : (593-2) 256 4571

France

Unifibra S.A.

32, chemin Frank-Thomas
CH-1208 Geneva
Switzerland

Tel. : (41-22) 707 41 02
Fax : (41-22) 700 00 62

Germany, Austria and
Eastern Europe

GUSCO Handel - G. Schurfeld
& Co.

Ménckebergstrasse 31
D-20095 Hamburg

Tel. : (49-40) 333 040

Fax : (49-40) 333 04100

India

Seascope Pulp & Paper Pvt. Ltd.
158/33 Laxmi Industrial
Estate

New Link Road, Andheri
(West)

Mumbai 400 053

Tel. : (91-22) 26338484
sales@seascopegroup.com

Indonesia

CellMark Interindo Trade Pt.
JI. Raya Jatiwaringin N° 54
Pondok, Gede

17411 Jakarta

Tel. : (62-21) 848 0130

Fax: (62-21) 848 0140

Italy

CMP Cellulosa Marketing
SARL

3 Chemin Frank-Thomas 32
CHF-1200 Geneva
Switzerland

Tel. : (41-22) 707 4101

Fax : (41-22) 700 0062

www.cmpcpulp.com

Japan

Hirom Corporation
Toto Bldg. 6th. Fl.
5-1-4 Toranomon
Minato-ku

Tokyo 105-0001

Tel. : (81-3) 5733 5893
Fax : (81-3) 5733 5894

Korea

HB Corporation

4th Fl. HB Bldg., 627-17
Sinsa-Dong,
Kangnam-Gu

Seoul, 135-895

Tel. : (82-2) 3448 5131
Fax : (82-2) 3448 5132

Mexico

Paxell International S.A.
de CV.

Fuente de Pirdmides No
1-506

Tecamachalco Mex.
53950 Mexico

Tel. : (52-55) 293 1403
Fax : (52-55) 293 1377

Peru

Inunsa S.A.

Av. Mariategui # 218
Lima 11

Tel. : (51-1) 471 8990
Fax: (51-1) 470 6061

Portugal

Sanches da Gama & Cia. Lda.
Rua Tomas Ribeiro, 50, 5th.
Floor

1050-231 Lisboa

Tel. : (351-21) 313 9260

Fax: (351-21) 357 6572

South Africa

Dennis C. Money Esq.
c/o Bimac International
58A Curzon Road
Bryanston

Sandton

South Africa

Tel. : (27-11) 462 9238
Fax: (27-11) 462 2493

Spain

Northern Pulp Cellulose
Sales S.A.

Almagro 21

28010 Madrid

Tel. : (34-91) 310 1526
Fax:(34-91) 319 1910

Switzerland

GUSCO Handel - G. Schurfeld
& Co.

Monckebergstrasse 31
D-20095 Hamburg

Tel. : (49-40) 333 040

Fax : (49-40) 333 04100

Taiwan

Beauflex International Corp.

21 FL. No 27-5, Chung Cheng East
Rd. Sec. 2

Tanshui 251

Taipei County

Tel. : (886-2) 8309 8666

Fax : (886-2) 8809-8669

Thailand

CellMark (Thailand) Co. Ltd.
2024/139-140 Rimtangrodfai
Road

Prakanong Bangkok 10250
Tel. : (66-2) 333 1300

Fax : (66-2) 333 1299

United Kingdom

F.G. Evans & Co. (Pulp) Ltd.

15 Manor Courtyard
Hughenden Avenue

High Wycombe, Bucks HP13 5RE
Tel. : (44-1494) 450692

Fax : (44-1494) 471457

Uruguay

Arturo Nogueira
Representaciones

18 de Julio 1044 piso 2
Esc. 204

Montevideo

Tel. : (598-2) 902 0630
Fax : (598-2) 902 0630

[VEY:Y

International Forest Products
Corp.

One Patriot Place

Foxboro, Ma. 02035

Tel. : (1-508) 698 4600

Fax : (1-508) 6981500

Venezuela

CellMark Pulp & Paper Inc.

C/O Rero, C.A., Torre Phelps, Piso
19, Of. A. Plaza Venezuela
Caracas, 1010-A

Tel. : (58-212) 781 9501/2476

Fax : (58-212) 781 5932/6976



