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Traceability & Regeneration

Funding sources

Major national and international financial institutions have
committed to investing in restoration and reforestation
strategies in Latin America by 2030. These contributions
are in the order of tens of billions of dollars.

In addition, many projects need "risk capital” or
blended finance to make them viable at scale. The
voluntary carbon market and nature-based solutions
(NbS) are important levers.

These flows of resources are added to the possibility of
issuing carbon credits, which offers a financial return for
well-structured restoration projects, which will be enhanced
by regulation.

But all this will only continue to develop if we manage to
use technology and specialized knowledge to advance in
the identification of areas where the generation of carbon
credits can be done in an integral way, that is, without risks
in the form of measurement or in the legal aspects related
to the areas.

Thus, considering all factors, we can say that, despite

the growing interest, financing mechanisms still face
challenges, such as return on investment, long deadlines,
climate risk, governance risk, maintenance cost of
restoration, risk of non-verification of environmental results.

Restoration projects have long horizons, often decades,
between planting, forest maturation, significant carbon
capture, and generating benefits.

Examples of areas that have been restored or are being planned to be restored

Focus of the operation

Restored or Planned Area

Biomes of Operation

2 million ha (restoration) + 2 million ha
(conservation) = 4 million ha

Planned scale

Amazon, Cerrado,
Atlantic Forest

Restoration with high
biodiversity and technology

33 thousand ha restored
(target of 1 million ha by 2037)

Amazon, Atlantic Forest

Conservation with REDD+

450,000 ha under conservation (REDD
+); ~650 ha in active restoration (ARR)

Amazon, Cerrado,
Atlantic Forest

Agroforestry with a social impact

5 thousand ha already
implemented;+2,750 ha in expansion

Amazon, Cerrado,
Atlantic Forest
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Emerging
business models

In Latin America, what we usually observe
are some emerging business models:

A Pure restoration (planting or assisted
regeneration of native species) and monitoring
of results (carbon, biodiversity, soil).

A Mixed restoration + productive use systems:
e.g. agroforestry, silvopastoral, sustainably
managed plantations that combine economic
return with environmental benefit.

A Generation of carbon credits or other
ecosystem services (water, biodiversity) from
restored or restored + productive landscapes.

A Value chains linked to the production of native
seedlings, seeds, nurseries, planting logistics,
maintenance and monitoring 8 thatis, the
"business of restoration" is not just about
planting trees, but the entire ecosystem of
services that this presupposes.

3.4 Challenges for restoration

There are several factors that challenge the establishment
of this new sector in the economy.

Scale and technical capacity

Although there are advances, the restored area is still
small compared to potential. In Brazil, 150,000 hectares in
the process of restoration is a significant number, but
compared to the millions of degraded hectares, it is still
modest. The expansion requires technical training, the
production chain of native seedlings, logistics,
maintenance costs and monitoring.

Funding and incentives

Large-scale financing is still in its infancy. While there are
investors, capital flows and return mechanisms are still
developing. Public incentives, credit, carbon pricing, tax
benefits are necessary for the business to become broadly
competitive.
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Regulation, governance and market

Restoration depends on clear regulatory frameworks,
property security, monitoring of restoration and results.

In Brazil, despite a relatively advanced legal framework,
implementation is uneven. In addition, differentiating
restoration from monoculture plantations, ensuring that
there are real environmental gains, and connecting

these gains to a market (e.g., carbon, ecosystem services)
are complex tasks.

Payback time

Restoration deals often involve longer maturation timelines
— trees need to grow, ecosystems need to re-establish
themselves — which can discourage investment compared
to faster-return operations.

Risk management and monitoring

Fraud risk, slower or lower than expected return on
investment, climate risk, market risk (valuation of carbon
credits, for example) also make up the context. Monitoring
and proving the benefits (environmental and economic) is
part of the challenge.

The use of state-of-the-art technology in conjunction
with scientific knowledge and other experts is critical for
us to follow.

3.5 Monitoring as a key element
for us to move forward

Like KPMG, several organizations have dedicated
themselves to understanding how we are going to overcome
the challenge of agreement on forms of monitoring, legal
robustness and data integrity in this sector.

The following is a summary of the global discussions about
this issue.

KPMG has sought to forge alliances with initiatives that
seem to go further than what we have seen so far and
increase the accuracy with which we address those
challenges.

We are especially focused on two fronts at the moment: a.
the legal robustness of carbon credits T which means
having a detailed understanding of the situation of the
areas on which projects are developed for this purpose;
and b. increasing the accuracy of biomass calculation,
which scientifically is the measure that can be the main
indicator of how an ecosystem develops, in any biome.
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