From the Arc of Deforestation to
the Arc of Restoration in the
Tocantins-Araguaia Basin

BRAZIL INVESTMENT PLAN
CIF NATURE, PEOPLE & CLIMATE PROGRAM

CIF SCF Committee Meeting | February 27,2025




PRESENTATION OUTLINE

1. Climate change drivers and
Impact in Brazil

2. National policies to tackle climate
change and forest restoration

3. BNDES and the Arc of Restoration

4. Brazil's NPC IP objective,
development and indicators

5. Expected results

6. Concluding Remarks



CLIMATE CHANGE: DRIVERS AND IMPACTS IN BRAZIL

>
tes sorsse mapblomas.org g:‘ MAP MASas

7

1985 s i M 2023

Brazil

Land use and land cover
annual evolution (1985-2023)

Vsualizagho por classe (Nivel 1- 2023)

1985 v i Mns » 2023

657
— saTVEvecennon ST
54

wstuee 165 :“ Série historica
22 -;
3 caconss §¢ O % ®

2.1

WATER ‘
008%

VE ":YA ) Y
men - B B%

HERBACEOUS
AND SHRUBBY
VEGETATION

BIOMES CAATINGA
2023

AMAZON
4208 Mha ( A A
49.5% 3

CERRADO &
PANTANAL 1968.5 Mha >
15.1 Mha 23.3%

: ) . . .fﬁ»‘: %“ﬁ;‘%
oL o ol wDaure® o 330Ny
1

110.7 Mha PASTURE AREA INCREASE N AGRCURTURE GROWTM > .
Par FROM 1985 10 2023 zo.&. WATER . 19

FROM 1985 7D 202)

b 60% PrsTURE

i s IO ST MERRACEOUS wew
@ ronsst oamon @ ey @ ancon @RSoer rARMING | @ ACaurung () msTung s i .ms:lh:v aasans @ i @ vicarareo | @ s @ waren

BRAZIL INVESTMENT PLAN From the Arc of Deforestation to the Arc of 3
CIF NATURE, PEOPLE & CLIMATE PROGRAM Restoration in the Tocantins-Araguaia Basin




CLIMATE CHANGE: DRIVERS AND IMPACTS IN BRAZIL

Brazil's sectoral emissions from 1990 to 2022 in kt CO2 eq
Brazil has a clean
electric matrix (86% of
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3,500,000 .
o 3?}0000{) the world), with most
; 2.500,000 GHG emissions
O 2,000,000 originating from land
£ 1500000 I I I T11 use change

1,000,000 IIIII EElm .

00000 LULUCF: 39.5% of

. memmsmnnmnnnnnnnEnEnERfiiNd total emissions
2 IR S REeE5 3235883888833 2zantnwhoo Agriculture: 30.5%
o
B Energy B IPFU Agriculture B LULUCF M Waste Energy: 20.5% Of

total emissions

Source: Ministry of Science, Technology and Innovations (2025).
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NDCs

BRAZIL'S EMISSIONS TRAJECTORY AND REDUCTION GOAL FOR 2035

2,56

New Climate Plan
to be launched in
2025

2,5

Sectoral allocation
TBD, but big

expectations on T i 132
Reduction of
land use 48.4%

Billion tonnes of CO? equivalent

2005 a 2035:

1 Red1513ct1i9can of -
Net-zero emissions ' 0,85
INn land use by 2005 a 2035:

0.5 Reduction of

2030 ’ 59% a 67%
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RESTORATION MODALITIES

ECOLOGICAL RESTORATION

PRODUCTIVE REHABILITATION
(OR PRODUCTIVE RESTORATION)

Forest area

eif-recovenng
degraded xea

V]
# 3-* * W

Diverse Economic
Planting (Native)

Mixed Planting
(Native and Exotic)

Spontaneous Natural
Regeneration (RNE)

Assisted Natural
Regeneration (ANR)

Active Restoration

Figures: Forest Restoration in Brazil: Essential Factors for Promoting Restoration at Scale.

CP1/PUC-Ri0, 2024.

(AFS)

Agroforesty Systems

Crop-Cattle-Forest
Integration (CCFI)
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Strategies

Restoration Spatial intelligence
supply chain and monitoring
PLANO NACIONAL DE : : Research
RECUPERACAO DA Financing development and
VEGETACAO NATIVA restoration innovation

Rota estratégica para recuperagdo
de 12 milhdes de hectares

2025-2028

N

To implement a LERISEIRRIEIEE), for the recovery
of native vegetation that considers the projection of

implementation costs; the identification, access and
optimization of the flow of diverse sources of
financing for each arrangement/target audience
and the development or HidleidaClallal-IKli
financing mechanisms and incentivesiligglelelliF4ste
=laleletolo]fellaE I =TeMeVAPUblic-private governance

a national, regional and local scale.

12 miillion ha restored
up to 2030
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BNDES: FINANCING FOREST RESTORATION

- - B .
We are the Federal Government's main Brazil launches $204 million drive to
FEDERAL REPUBLIC OF provider of investments and long-term 3
BRAZIL funding in various sectors of the Brazilian restore Amazon rainforest
Y economy, as well as a relevant instrument
to conduct project preparation By Stovn Gratian and Jake Spring (s (<
December 2, 2023 2:33 PM CMT-3 - Updated 3 year ago a y
LEGISLATIVE ‘ EXECUTIVE ' JUDICIARY
100% federal government-owned
Dg\ll'gfgxg; (l 9 BNDES SYSTEM company, not subject to intervention,
INDUSTRY. T AND extrajudicial kquidation or bankruptcy
SERVICES
®: BNDES .
USD 131 bn In
assets (2023)
BNDESPAR FINAME
BNDES subsidiary dedicated to BNDES subsidiary dedicated to financing
operating in the capital market the production and acquisition of
Brazililan machinery and equipment
>
Business Activities
Financing and Credit Grants Equity/Funds Guarantees Services
w Goals S ———E sesssssasasasasasasssselill OWKO’H 2023 L —— [1/2] Smoke bitiows from & wikdfiee in the Amazon rainfiocest near a dry river in randubs, Amazonas state, Srazi
Seprember 25, 2023, REUTERS/Sruno Kelly/File Pnoto Purchase Licensios Rioms (5 < >
I Approvals Recurring Net Income
| Just ecological transition and Us$2,2bn

decerbonlzation I 32.2% 2022022 48% 20232022 SAQ PAULO, Dec 1 (Reuters) - Brazil's national development bank (BNDES) on Saturday launched an

effort to restore degraded or destroyed woodland amounting to 60,000 square km {23,160 sguare miles) -

New industrialization, Expandod Portfolio Shareholders’ Equity an area nearly the size of Latvia - in the Amazon rainforest by 2030,
@ Innovesion, sni dighteltzation r:‘fzt‘):'a:‘:zz 15::“:1;::;22 At the United Nations COP28 climate summit in Dubai, BNDES announced that the Arc of Restoration
program, with funding of up to 1 billien reais (5205 million) through 2024, would also seek to capture 1.65
m Job creation and decent work wm:;:: SORe duye) M::::m billion tens of carbon from the atmosphere by 2030,
<0,2pp 2023x2022 0,12pp 20222022
e Credit inclusion (SMEs and cooperatives) wm (FGi) .::"::o CIF NATURE, pEonRL/;\gzgl‘Lclm\yfAisTTgA pERN(;-QPRL:u R;:Z,:’ag:;?r:t tz:?'ce)zrsiiirastg:atgou?: gr:s?rf

120% 20232022 <3, 1pp 20232022



BNDES: FINANCING FOREST RESTORATION

PHASE 1 | UP TO 2030

e To restore priority areas, starting with the lowest
complexity/cost ones: 6 ‘million hectares

e 1.65 billion tons of carbon removed
e Investments: 10 billion USD

e USD 200 mi already launched in 2024 with the
Amazon Fund (grants) and the Climate Fund (loans)

PHASE 2 | 2030-2050

e To restore 18 million hectares
e Investments: 153 billion BRL or 30 billion USD

The goal of
the l-%mazon TERRITORIES (Mlﬁ?thf‘H o
R o Protected areas 1.00
EStoratlon Indigenous Territories and 0. 20
ArC. to restore e V' o Quilombola areas '
' Non designated public area 3,50
24 million hectares
Family Farming Properties 0.20
o .o Other private areas 0.85
in the Amazon (8 Total (up to 2030) 6.00
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BRAZIL'S IP OBJECTIVE

The main objective of Brazil's IP for the

NI=el4to promote forest restoration

. - - . WEE i R B
In the Tocantins-Araguaia Basin} b T -

jlslgel8lelgliscaling up restoration
efforts through private sector and

local community engagementRisls 65

region will enhance its resilience to e
climate change, fostering just ) | e Y _ AT
transition with focus on gender T W e e W (T
equality and social inclusion. SO By | A .



TOCANTINS-ARAGUAIA BASIN OVERVIEW
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Source: MapBiomas (2021) in Pelicice et al. (2021)

Drainage Area: 918,822 km2
(11% of Brazil)

Municipalities: 453 (8,1% of
Brazil)

Population: 10.5 million
inhabitants (5,2% of Brazil)

Indigenous Lands: 53
indigenous lands totaling
47,031 km2 (5% of the
total area)

Hl water
® Large Hydropower

® Small Hydropower
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IP PREPARATION PROCESS

Scoping Mission

EOI submitted

May 2024
Technical Seminar

> 2> > D

April 2024
Preliminary
Diagnosis

September 2024
Joint Mission

s

CIF NATURE, PEOPLE & CLIMATE PROGRAM

BRAZIL INVESTMENT PLAN

December 2024
Public Consultation

?

January 2025
IP submitted
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The engagement process involved: R D& | T B g,
e ol e 1 gl oy =18 é
semen . e v A Y
e Interviews with 30 representatives from é) B B e | "

. . . o . . Tuseo Puoes s, e I ¢ RIS 20
government institutions, civil society mes &/ \orm ‘@ -
organizations, companies, financial e e " i o
institutions and multilateral Sy ity o o ::_'_‘-‘-—.r:..

Companies, financial development banks. e e

institutions and capital
markets/funds e The Technical Seminar was attended by

=
. =%

40 representatives from local 3 —
communities, universities, governments, ™
. . financial institutions, socio- -
Municipal and state . T —
governments environmental organizations and R Ty
companies. — s
T ogeEw D =1
e The joint mission was attended by 45 K™ W SEEE CEEE O
S A people from climate investment funds, : ' g
evelopmen . o p— ——
Partners governments, rrolultllateraldev.elopment e a——— s 2 5 St
banks, civil society and the private o— . ol IR ﬁ 309 T
sector. =" B TR ==
S e Five interviews focused on gender and e S r— | A ORI
ationa ol s . ; e L A s : e
[Pty A S <oy 09 \ e
Government social inclusion were conducted with e e | pncS o B
government and civil society o -
stakeholders on restoration and climate _ _
change. Source: Luis Crepaldi - Arte da Conversa
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LESSONS LEARNED AND RESULTS FROM BIP/FIP (2012-2024 / USD 80 M)

) o () of the Cerrado biome m E new

with information on vegetation hectares with species and hectares with the

BIODIVERSITY cover, forest resources (timber enhanced new records adoption of
. . of plant .
and non-timber), uses of sustainable conservation and
o . . occurrences .
biodiversity species, carbon management inthe restoration
stocks, and deforestation practices Cerrado practices

ANy . t f
@ m About 7,000 people trained, E out of 64 m projectstor

. . income generation
POVERTY macauba palm strengthening their employment SUbP"OJGC.ts of throughg}ncreased
REDUCTION trees planted in ties and providing opportunities DGM Brazil roduction and
agroforestry for employment and income focused on product

systems generation food security Crﬂ\a;gl:se;tﬁ cation

E projects for income m Federation Units with

generation through increased the Rural Environmental

CAPACITI ES prod uction and market Registry System (Sicar)
. . . implemented and integrated
diversification

into state systems

INSTITUTIONAL

BRAZIL INVESTMENT PLAN From the Arc of Deforestation to the Arc of
CIF NATURE, PEOPLE & CLIMATE PROGRAM Restoration in the Tocantins-Araguaia Basin




ASSUMPTIONS

OUTCOMES

=

INPUTS

Forest restoration is consolidated as a positive, profitable, and inclusive activity in the transition areas between the Amazon and the
Cerrado, contributing to national and international emission reduction targets, protecting ecosystems, and generating jobs and economic
development for local communities,

Restoration of native vegetation in the Tocantins-Araguaia Basin is mainstreamed,

supporting net zero emissions or carbon removal targets, and magnifying the provision
of associated ecosystem services, including the protection of water resources and
biodiversity conservation.

Communities are empowered and become more resilient, thanks to a
thriving forest economy in the Tocantins-Araguaia Basin, thus
supporting local adaptation and just transition with gender equality
and social inclusion,

THEORY OF
CHANGE

By restoring degraded ecosystems, it is possible to bring back biodiversity, provide
ecosystem services, generate jobs and income for local communities, and effectively
contribute to mitigating the effects of climate change.

Given that women play a central role in the care economy and food
security, and are often more inclined to make decisions that prioritize
biodiversity protection and climate resilience, integrating gender equality
and social inclusion into the forest restoration chain can significantly
enhance communities' overall resilience and climate adaptability.

Expansion of native
vegetation and forest
cover in the project
area through
ecological restoration
and agroforestry
systems, fostering
carban removal,
protection of water
resources, and
biodiversity
conservation

Promotion of
forest-based
adaptation measures
at the regional scale,
such as water
regulation,
protection from
hazards,
management of
diseases, livelihood
diversification, and
agriculture resilience

Consolidation of
forest restoration
as a business
model in Brazil
with the active
participation of
the private
sector,
contributing to
the achievement
of Brazil's NDC
targets

Compliance
with the Native
Vegetation
Protection Law
in the project
area, with the
support and
engagement of
the private
sector in forest
restoration
initiatives

Diversification of
agricultural and
forestry practices,
promoting food
security and
sustainable land
use in the project
area

Promotion of
nature-based
solutions as a
key driver to
create income
and quality jobs
with gender
equity for local
communities in
the project area

Development and
strengthening local
organizations to engage in
the forest restoration
supply chain, fostering
capacities and exchanging
knowledge on the ground,
including Indigenous people
and other traditional
communities, while
promoting gender equality

Increased forest area
under restaration
and carbon removal
through direct and
indirect support of
project activities

Increased number of
people supported or
engaging in forest
restaration activities,
including planting in
degraded areas,
diversifying agriculture
practices, promoting
sustainable forest
management,
structuring the forest
restoration supply
chain, etc.

Increased Increased number
number of of properties
businesses regularized or in
and the process of
associations | becoming
engaging in regularized
forest according to the
restoration provisions of the
activities in Mative Vegetation
the project Protection Law
area amang the

properties served
by the project

Increased area that

is managed
through agriculture
and forestry
diversification
practices

Increased
income and
jobs in the
project area

Increased number of

arganizations involved in
forest restoration in the
project area

POLICY INSTRUMENTS

« National Native Vegetation Protection Law
« National Policy and Plan to Restore Native Vegetation

NDC targets

* Ecological Transformation Plan

« Brazilian Development Bank (BNDES)'s Restoration Arc Initiative

* Public and transparent monitaring systems

PUBLIC BUDGET AND INTERNATIONAL COOPERATION
+ Public Forest restoration credit lines (Plano

Safra, PRONAF, Constitutional Funds)

« Climate Fund (loans)

+ Amazon Fund {grants)

+ International cooperation projects in the region

(WB, Kfw, IDE)

« Carbon market opportunities
« Agroforestry systems implementers
« Active C50s in the project area

MARKET AND TECHNICAL CONTEXTS

« Mature forestry sector and growing
restoration sector




PROJECT ACTIVITIES AND FINANCE FLOW
FOR FOREST RESTORATION BRAZIL'S IP

CIF

> BIRD

—)> BNDES

—9) Restoration/Conservation

Productive

Companies

—»

Company Foundations
and CSOs

F'artnersmp for Restoration Substrates
> Partnership for SAF — Seeds
Native Silviculture i Work force
in private Areas }
Seedlings

>

Partnership for
Environmental Regularization
(Compensation + Restoration)

Partnership for

—)  Integrated Sustainable

Property Management
(Agro+/AgroPlus)

Technical Assistance for
Rural Training (ATER)

Fertilizers

Agricultural Machinery

Soil Analysis

Cl
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FINANCIAL DIRECT BENEFICIARY
INTERMEDIARY (EXAMPLES) IMPLEMENTATION MODEL POSSIBLE FUNDED ACTIONS



FINANCING PLAN AND INSTRUMENTS

BRAZIL CIF FUNDING (USD MILLION)

RESPONSIBLE | MDB COFINANCE | CLIMATE FUND TOTAL (USD
EROSECTINANE (USD MILLION) COFINANCE MILLION)
rt fi
o ol s e I IBRD | 100° ‘ 100 l 0 \ 0 I 47b ‘ 0 247 ‘

of Restoration

a World Bank co-finance
b Sovereign guaranteed loan from Brazil with BNDES as borrower




FOREST RESTORATION ECOSYSTEM IN THE IP'S REGION

Para Sustainable

Territories

It integrates public,
private, and third sectors
to strengthen low-carbon
socioeconomic
development in Para

Redario

It brings together 24
Networks and Groups of
Seed Collectors, with
about 1,200 collectors, its
goal is to provide the
necessary support for the
production of native
seeds, boost the market
and enable the best seeds
for the recomposition of
each ecosystem

Para Productive
Restoration
Initiative

It promotes productive
restoration activities. Aims

to designate more than

100,000 ha of public areas

for concession to

restoration by 2026

Alliance for the
Amazon
Restoration

The network, with more
than 100 members, acts as a
catalyst for restoration,
reconciling interests and
integrating actions to
expand the scale and
efficiency of forest
restoration, boosting the
restoration economy by
stimulating all links in the
production chain

S

Y

Tocantins
Protocol for
Forest
Restoration

Tocantins Restaura Project,
with R$120 million for the

restoration of degraded
areas, with an initial area of
12,000 ha. Actions include
water and soil protection,
generation of jobs and

income through bioeconomy

and ecotourism

Araguaia

Biodiversity
Corridor

A Black Jaguar Institute's
project that aims to restore
the Brazilian Amazon Forest
and Cerrado through
planting native treeson a
large scale in partnership
with landowners. It plans to
reforest 1 million hectares in
a 20-kilometer strip on each
side of the Araguaia River

National Program
of Productive
Forests

The Ministry of Agrarian
Development created the
Program of Productive

Forests, which is operating

in 21 rural settlements an
supporting 1,700 families
in Para with technical
assistance, seeds,

nurseries, and equipment

Mombak’s
Reforestation
with Native
Seedlings

Mombak's carbon credit
projects have already
raised 1.4 billion reais,
planted 3 million native
seedlings in 12 months in
Para

BRAZIL INVESTMENT PLAN
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Eletrobras
Regional Funds

Forest Germplasm Program
in Tucurui (PA), dedicated
to the conservation of flora
DNA through the collection,
d production, analysis and
distribution of seeds and
seedlings. Restoration of
3,360 ha and collection of
37 million seeds

Belterra’s

Agroforestry
Systems

Belterra Agroflorestas has
been implementing
agroforestry system over
thousands hectares of
small and médium-sized
rural Properties in the
Amazon, including Xingu,
Carajas and
Transamazonica region

From the Arc of Deforestation to the Arc of
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RISK ASSESSMENT

Financial

Mitigated by Brazil's sovereign
guarantees and BNDES' fiduciary
guarantees

Technical-Operational
\ Risks

Challenges include lack of
coordination within the restore chain
and regulatory framework issues

FJ68  Strategy

Involves balancing multiple risk
matrices with transparency and
independent oversight

Compliance and

Legal Risks

@ Reputational
47 N\ Risks

0 Supplementary
o Considerations

Complexity increases with diverse
stakeholders; careful governance
required

Essential to manage with extensive
governance despite the increased
risks

Social, environmental, and technical
risks to be evaluated at the project
level

BRAZIL INVESTMENT PLAN From the Arc of Deforestation to the Arc of
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GENDER AND SOCIAL INCLUSION

OVERALL CHALLENGES

1. Women face greater barriers
in accessing resources, goods
and services.

2. Women in agricultural
establishments make up less
than half of the workforce and
are primarily responsible for
unpaid domestic and care
work.

3. Female participation in green
jobs is low, with women more
likely to be in lower salary
brackets

4. Women in rural areas, are
highly exposed to GBV and
face unique challenges in
accessing justice and support
services

SOLUTIONS

During project preparation phase companies
will

The company's approach should focus on

Identify main gender and social inclusion
gaps in the specific territory and develop
an action plan

Develop a risk assessment on GBV and
corresponding activities to prevent and
mitigate the risks

Enhancing women's access to resources
and economic opportunities generated by
the project.

Increasing women's participation in
decision-making processes within the
forest restoration sector.

Strengthening the safety of women and
vulnerable populations by addressing
gender-based violence and other forms of
violence and discrimination.

BRAZIL INVESTMENT PLAN From the Arc of Deforestation to the Arc of
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Monitoring and Verification goals for the following set of indicators

UNIT OF

INDICATOR MEASUREMENT RESPONSIBLE

Area identified as secondary vegetation (in
restoration) in the Amazon and Cerrado Biomes Hectares MMA
NP@ Cpre 1 Mlctlgatlon: Reduced or avoided GHG t/CO2e ENDES/ Funding Recipient
emissions or increased carbon stock
NPC core 2 Land area: Land area or other physical
environment adopt.mg natu ra} resource . Hectares BNDES/ Funding Recipient
management practices in a climate-responsive
manner
H
NPC core 7: Jobs created directly and indirectly (disaggregated BNDES/ Funding Recipient
by gender)
Co-benefit 1: green growth Economic growth of
target sectors or industries within the landscape RS/year BNDES/ Funding Recipient
or ecosystems
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EXPECTED RESULTS

NATURE

54,000 ha of restored
forests

CLIMATE

7,75 million tons of CO2eq

captured
Connectivity among

forest fragments Adaptation at local level,

with soil and water
conservation, and more
resilient and climate-friendly
economic activities

Biodiversity conservation
and restoration




CONCLUDING REMARKS

e TheIP aims to support the transformation of the Tocantins-
Araguaia Basin to drive long-term change, addressing local and
global climate challenges while promoting inclusive and
sustainable development.

e The IP will boost reforestation in a high-value landscape, focusing
on biodiversity, climate and socio-economic objectives, with
adaptation and resilience components.

e The IP employs an innovative private-focused approach to
accelerate a business model for forest restoration using native
vegetation and sustainable forestry, offering attractive returns in

s X

G ' \»\xw, F _
& NG IR an expanding market.
ol RS e The approach aims to scale up restoration efforts by securing
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