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THE SUSTAINABLE COMMODITIES CONSERVATION MECHANISM

MAKING FOREST CONSERVATION FAIR, EQUITABLE,
AND LONG-LASTING FOR ALL STAKEHOLDERS

Michal Zrust

Chief Sustainability Officer & Co-Founder
Lestari Capital

18 February 2020 /

LESTARI

CAPITAL

Copyright © 2016-2020 Lestari Capital Pte Ltd. All rights reserved.



WELCOME TO LESTARI CAPITAL

Connecting Conservation to Companies

~
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THE LESTARI CAPITAL RAISON D'ETRE ) LESTARI

CAPITAL

TO SAVE OUR WORLD’S
VITAL ECOSYSTEMS WITH
LONG-TERM FINANCING
FROM RESPONSIBLE
STAKEHOLDERS
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THE LESTARI CAPITAL RAISON D'ETRE ChHH

TO SAVE OUR WORLD’S VITAL ECOSYSTEMS
WITH LONG-TERM FINANCING FROM
RESPONSIBLE STAKEHOLDERS

Because

* Over 480 companies worldwide have public commitments to
reduce or eliminate supply chain-driven deforestation and
GHG emissions.

* Finances for conservation has largely been sporadic, short-
lived, disconnected from outcomes, and often charitable.

* Conservation projects are in dire need of funds to survive for
the long-term and meet immediate needs; making expansion
of the number and scale of conservation projects near
impossible.

* Reductions in GHG emissions isn’t enough; sequestration by
forests is vital to reduce the amount of GHG in the air.

Copyright © 2016-2020 Lestari Capital Pte Ltd.



THE SCCM ECOSYSTEM

N\ LESTARI

CAPITAL

* The Sustainable Commodities Conservation Mechanism
makes financing conservation projects a viable long-term
undertaking across all :

1. SCCM RSPO — Helping RSPO members’ compensation
liabilities deliver transformative conservation outcomes
over 25 years.

2. SCCM NDPE — Designed for supply-chain-wide “No
Deforestation, Peat and Exploitation” commitments.

3. SCCM Collective — Helping companies act on corporate
sustainability commitments

* Each is designed for a different market segment with specific
priorities and reporting requirements.

* All companies using the SCCM have access to the central
Lestari Capital Project Portfolio, our thoroughly curated and
risk-managed portfolio of certified conservation projects and
initiatives.

Copyright © 2016-2020 Lestari Capital Pte Ltd.

Markets
) Annual
Funding for conservation
conservation i
impact and
outcomes

right-to-claim

SCCM
Collective

Performance- Certified
based conservation
financing outcomes

The Lestari Capital Portfolio

Conservation Projects




MECHANISM IMPLEMENTATION D canirad

AIMS
Assist companies to act upon their sustainability commitments
Provide long-term financing to the conservation sector, stabilizing current initiatives, and creating new investment

opportunities

Create a robust, efficient, transparent, and secure mechanism that can receive financing from multiple sources in the
supply chain and distribute performance-based payments to multiple projects within a portfolio.

KEY FEATURES

Ease of use — Payments are made to a single entity, set through an agreed schedule, and outcomes are communicated
back to the company.

Access to a range of projects at scale — Lestari Capital develops the portfolio of projects, undertakes stakeholder
relationship development, on-boards project, monitors and reports outcomes, monitors changes in regulation and
standards.

Transparency — Verifiable conservation outcomes resulting from payments into the mechanism are monitored and
reported.

Efficiency — Lestari Capital manages project relationships, provides technical services as required, and project portfolios
are designed to achieve maximum impact.

Safeguards — Relationships with the SCCM, the project proponents, and companies are all underpinned by legal
agreements; project failure is protected via portfolio approach and mechanisms are in place for dealing with ‘disaster
scenarios’; governance is independent of projects; due diligence is conducted on all projects; financial responsibility is
overseen by Singaporean Trustee and the SCCM falls under regulation by the Singaporean Monetary Authority.

Copyright © 2016-2020 Lestari Capital Pte Ltd.



SOLUTION THE SCCM

N\ LESTARI

CAPITAL

Conservation Demand

Environmental Commitment Financing

Annual Outcome
Reporting

Internationally Certified and
Audited Conservation Outcomes

<+——— VCS/CCBVCU

<«———— Plan Vivo Cert

<«——— CCBw/KPIs

B

Payments transferred
to the SCCM

<4————— ESAP w/KPIs

»
»

Copyright © 2016-2020 Lestari Capital Pte Ltd.

Annual performance-based grant
transferred from SCCM to projects
(25 Years)

v

Supply

Environmental Asset Portfolio

Ecological Concession
ERC
PAN/RAP

Social Forestry
Village forest
Customary forest

© 2019 Lestari Capital Pte Ltd All Rights Reserved



PROJECT PORTFOLIO

~

LESTARI

CAPITAL
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N\ LESTARI

PORTFOLIO DEVELOPMENT capiTAL

Aims
* Generate a project portfolio that delivers verifiable conservation outcomes and protects some of the most vital areas
for biodiversity in Indonesia and Malaysia as a first step, worldwide in the future.

* To achieve maximum impact, drive the conservation sector forward, and achieve efficiency, we need to focus on
three typologies of projects:

- Existing and operational projects
- Projects currently in development.

- New project pipeline.

Copyright © 2016-2020 Lestari Capital Pte Ltd.



PEATLAND RESTORATION ON NATIONAL PARK BUFFER ZONE

@ LESTARI
CAPITAL

LOCATION
Ecosystem Restoration Concession
Degraded Peatland — within 65,000 ha concession in
Kalimantan

THREAT IN ABSENCE OF PROJECT

Arrested ecosystem succession preventing
forest regeneration

Fire preventing forest recovery

PROJECT DELIVERABLES
Licence maintenance
Enrichment planting - native species
Fire control - monitoring, response
STATUS
License granted in 2013, Operational since 2009
Well established developer: Infinite Earth

VCS/CCB verified
Over 4 million VCUs available per year

VCS %8 SCBA

Copyright © 2016-2020 Lestari Capital Pte Ltd.

Restoring fire-threatened peatland and
protecting a critical buffer zane of a
National Park
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COMMUNITY-DRIVEN FOREST CONSERVATION

N\ LESTARI

CAPITAL

LOCATION
* >2,500 ha designated as Hutan Desa

* In the buffer of Muller Schwaner Landscape — vital watershed
for island of Kalimantan

THREAT IN ABSENCE OF PROJECT

* lllegal hunting, logging
* Agricultural encroachment

PROJECT DELIVERABLES

* Forest protection through smart patrols

* Enrichment planting

* NTFP and Ecosystem service-based livelihood development
* Awareness raising and conservation education

STATUS

* Target: Plan Vivo

* Feasibility study complete, management plan developed
* Well established project developer: PRCF

3
0 A

@

_u_oS. /<_<o
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IMPROVING PROJECT SUPPLY

N\ LESTARI

CAPITAL

ROBUST PROJECT SUPPLY NEEDS TO INCREASE
Surprising lack of legally recognized, operational, projects with verified outcomes

Companies are likely to run short of existing projects to support

Significant scale up of conservation effort is needed.

PROJECTS MAY NEED SOME LEVEL OF STANDARDIZATION
Currently, there is a significant lack of standardization

Standardization of KPIs, budget formats, monitoring and reporting, certification.

CAPACITY BUILDING
Professional project proponent building

Knowledge sharing of the negatives (and also positives)

12
Copyright © 2016-2020 Lestari Capital Pte Ltd.



THANK YOU

Michal Zrust
Chief Sustainability Officer & Co-Founder
Lestari Capital

m.zrust@|lestaricapital.com

LESTARI

CAPITAL

Forests

lestaricapital.com

hello@lestaricapital.com

- NG

Singapore

6A Shenton Way 04-01
OUE Downtown Gallery
Singapore 068815

+65 8490 9411

Indonesia

Grand Rubina Business Park, #16-C
Rasuna Said, Kuningan

Jakarta 12940

+62 82123116572
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