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A. General description of the proposed project activity

A.1. General information

The proposed project activity consists on sustainable forest management in the forestry certified timber

concession s fiMaderera Rio Acre S .A.C. and Maderera Rio YaverijaS .A.C.0 i n Madre de Dios, Per

Location

The project is located in the hydrographic basin of the Acre River, Ifiapari district, Tahuamanu province

in the Madre de Dios department in the Peruvian Amazon.

The area is located less than 50 km to the side of the new inter -oceanic road that will unite Brazil with
the Peruvian ports, in the region that belongs to the Ecological Corridor Vilcabamba -Amboro6 in the

Peruvian Amazon, one of the world biodiversity hotspots.

Fig. 1: General location of the proposed project activity.
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Background
An environmental study of the Ecological Corridor Vilcabamba -Ambor6 was recently carried out by
Peruvian NGOs. Within the objectives of the report was the identification of potential av oided

deforestation projects to be implemented in the area.

The studied area is located within 50 km to each side of the new inter -oceanic road that will unite Brazil
with the Peruvian ports, in the region that belongs to the Ecological Corridor Vilcabam ba-Amboré, one of

the world biodiversity hotspots.

The conclusion of this analysis, carried out by several Peruvian NGOs and State Entities, is that
obtaining a revenue for the environmental services that the rainforest offers is the only way to preserve
these areas. This approach has great potential to generate sources of additional income for local

population with low income, contributing therefore to improve their way of life.

The construction of the inter -oceanic road that will unite Brazil with the Peruvian ports in the Pacific
Ocean, will generate a series of environmental and social impacts. A clear example of this is already
happening in Brazil, where direct and indirect impact is observed on both sides of the road. This

situation claims for actio  ns that contribute to preserve the biodiversity and the environmental services

that exist in the area of influence of this new road, benefiting the area and the whole country.

Fig. 2: The inter -oceanic road.
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Fig. 3: Picture of the inter -oceanic r oad.

In this sense, it is relevant to consolidate the sustainable management of the area, as it is the case of

forestry concessions with timber and non timber destination, private areas and protected natural areas.

The area to be studied was defined as the located 50 km to both sides of the inter -oceanic road, in the

Urcos 1 Puente Inambari and Puente Inambari T Ifapari sectors.

The information obtained (satellite images, maps, interviews, forestry inventories, etc.) was processed
with the objective of identifying potential projects and afterwards evaluating their viability. Afterwards,
the different elements were combined in a matrix: legal situation, location of the conservation corridors,

average size, availability of biomass and costs information.

According to the results, the projects were selected taking into account an economical criteria (volume
of existent carbon), a legal criteria (quantity of credit owners, type of ownership) and a social criteria

(risk of deforestation, accessibility to the area), among the most important ones.

The area of influence where the inter -oceanic road is being constructed is characterized for still having
areas of forests of great importance for their biodiversity and the environmental services they offer. The

area is different from other areas next to roads, where the presence of a road has notoriously impacted

in the landscape and natural resources. However, the presence of the inter -oceanic road represents a
great risk due to a major pressure by the local popul ation that will migrate looking for lands and the

economical activities that will consequently be established.

As a result of the abovementioned selection of projects with greater potential in the area of study, the

following project has been identified to be validated according to the CCB standards

A. Schroeder 6478 | 401 + (598 2) 604 0869 consulting@greenoxx.com WWW.greenoxx.com Montevideo - Uruguay



444
eee Greenoxx

Greening the future

A. 2. Original conditions of project site

The area of the project is completely covered by different rainforest types, mainly low hill highly

dissected forests , as it is show in the following table

Type of rain forest Maderacre Maderyja TOTAL %
Low terrace forest 647 1,832 2,479 3%
Low hill forest  highly di ssected 46,703 38,633 85,336 86%
Low hill forest  highly di ssected with fipacao 7,103 7,103 %
Protected forests 2,026 1,988 4,014 4%
Total area of the concession 49,376 49,556 98,932 100%

It is remarkable that the whole area does not have degraded or deforested zones, thanks to the action

of the project. Notwithstanding, it is not reliable that this situation could be main tained considering  the

imminent conclusion of a paved road that will join Brazil with the Pacific Ocean.

The following table shows the status of the forest in the concessions:

Status of the forest | Maderacre | Maderyja | TOTAL | %
Forestry production forest 47,350 47,568 94,918 96%
Protected forest  (Conservation) 2,026 1,988 4,014 4%
Intervened forests  (degraded or secondary = purma ) - - - 0%
Other forest formations (aguajales, pacales etc.) - - - 0%
Protected areas (i.e. wetlands , cochas, steep slopes ) - - - 0%
Deforested areas  (including areas with crops or grasslands ) - - - 0%
Total 49,376 49,556 98,932 100%

It is important to highlight that

both timber concession s have achieved voluntarily the FSC Certification

for the 100% of their forests and that one of the main reasons for obtaining said certification was the

generation of carbon credits.
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1 General Forestry Management Plan of Maderacre and Maderyja timber concessions: Eng. Roberto Kometter Mogrovejo (WWF), Oscar

Melgarejo Lizama and Nelson Kroll Kohel (Forestry Manager of Maderacre). This documents will be available for the Verifier durin

his visit.
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Productive forestry area (PFA) in the five -yearly blocks of Maderyja :

Type of forest

Low terrace forest 466 4
| Low hill forest  highly dissected 10930 96
Total PFA of Block | 11396 24
' Low hill forest  highly dissected 12129 100
Total PFA of Block Il 12129 25
Low hill forest  highly dissected 7916 69
I Low hill forest  highly dissected with fipac a0 3580 31
Total PFA of Block Ill 11496 24
Low terrace forest 1366 11
Low hill forest  highly dissected 7658 61
v Low hill forest  highly dissected with fipac ao 3523 28
Total PFA of Block IV 12547 26

Total PFA of Blocks| - IV

HTotaI non productive areas

Total a rea of Maderyja concession

It must be mentioned that some parts of the forests have suffered selective logging, mainly of high
value timber species like mahogany or cedar. Since the starting date of the project, around 2 -11

different timber species a  re being harvested annually at a rate of 2 cubic meters per hectare under a

management plan that has determined a 20 -year logging cycle and is using reduced impact extraction
techniques.
The timber species are spread out all over the project area, varying in volume and frequency depending

on the different types of forest involved.

The timber potential of these forests is enormous. Besides the wood production, they would also offer a
variety of other products of high economic value as medicines, oils, arom atic substances, textile fibers,

gums, resins, inks, tannins, among others.
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In a more particular analysis of the timber concessions forests, it is important to mention that a
Diagnos tic Sampling ? was carried out in order to determine the ir natural re generation status  after the
development of certain exploitation activities and therefore if some forestry treatment is needed to

allow the sustainable management of the forests in the long term

This sampling consists on the registration of the best indi vidual primary (fustal) , latizal or brinzal, call
fidesirable excellent o (DE) 3, in a total of 800 square plots of 0.01 ha (10mx10m), 400 plots located in
Maderacre concession and the other 400 plots in Maderyja concession . Only species of commercial

interes t for Maderacre and Maderyja timber concessions were evaluated.

First of all, in each plot the desirable excellent was selected. If there were fustales within the plot, the

desirable excellent must be a fustal, but if there were no fustales the desirable excellent must be the
best latizal and if there were no latizales the best brinzal must be selected. The DBH of the selected

desirable excellent trees was measured. Then the lighting condition of the plot was determined, as well

asthe presenceoflianas i n it. The plots with no fidesirable excel
In summary, the conclusions and suggestions of said evaluation were the following:
Atotal of 800 plots of 100 m2 each one were included in the evaluation.

The distribution of fidesirable excellent 0 (DE) classes in the concession is the following : 34.8% of
brinzales; 22.75% of fustales and 6% of latizales . That is to say that in 63.63% of the evaluated plots

there are trees with desirable excellent qualities which is completely sufficient to guarantee the wood
production for future harvests. In addition, this study carried out by WWF and the forestry te ams of
Maderacre and Maderyja timber concessions determined that  no further actions are needed in order to

assure the establishme nt of the new regeneration of the vegetation.

There are 36.38% of empty plots with no fidesirable excellent 0 individual in it. These plots have plenty
of i p acand in some cases there are also some palm trees. Said fi p a c should be affecting the
entrance of light to the brinzales or latizales classes.

In relation with the lighting condition of the evaluated plots, 21% of them presented a well -lightened
status; in 19.8% of them there is some degree of compet ition forthe ligh t and in the other 59.1% there

is a strong competition for the light. The brinzales class is the mo st affected by said competition. In
consequence, no releasing treatments are needed for the fustales class but it might be considered for

brinzales class (i.e. i p a ctedtment).

2 Study carried out by the staff of Maderacre and Maderyja timber concessions with the technical support of WWF -MDD t eam. Said
document will be available for the Verifier during his visit.

5I'n Spanish fiDeseable Sobresaliented (DS).
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Regardi ng the presence of lianas on the evaluated plots, 88% of them have no problem related with this
issue but there is a real problem with the presence of lianas and bejucos in the trunks of the fustales
class. In this sense, an annual cut of lianas and bejuco s must be scheduled at least in those trees with

high commercial value for  both timber concessions

A. 3. Project design & goals

The climate project has  two main goal s:

a) to reduce the pressure for lands with agricultural and cattle ranching purposes by the local

population in the project area and its buffer zone ;

b) to guarantee the sustainable forestry management of both timber concession s through the

implementation of an avoided deforestation project that helps to generate higher economical

resources for the management of the area.

The strategy to achieve th  ese goals is supporting the development of environmentally friendly

productive initiatives that will help the families to improve their livelihood conditions.

The activities considered to achieve th ese goal s are the following:

Outcome 1: Contribute to the sustainable development of rural producers living in the buffer zone of the

project.

11

1.2

13

1.4

A. Schroeder 6478 | 401

Participative formulation of a local development plan with authorities and families of

small towns settled inth e buffer zone of the project.

Feasibility survey of potential productive initiatives identified by families.

Design and organization of a scheme for the implementation of a system for the

promotion of local environmentally friendly productive initiatives

Implementation and monitoring of the system.
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Outcome 2: Reduce the vulnerability of the project area from external factors of deforestation and

degradation.
2.1 Identify the vulnerable areas and access points of illegal logging, forest fires and
set tlements.
2.2 Design and implement actions to reduce the vulnerability.
2.3 Develop and implement a system to calculate the net deforested area reduction, based
in satellite images and ground sampling.
Both activities are supposed to contribute to the reduction of the real deforested area, not only within

the area of the project but in the buffer zone too, at least in a 80% rate as it is estimated in Peru that

the 80% of the deforested area is caused by agriculture (slash & burn practices).
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B. Project participants

There are several institutions directly or indirectly involved in this Project, each of them providing

specific technical skills that are required to its implementation.

B.1. Partic ipants directly involved with  this Project

The institutions  directly involved in this Project are the following:

Mader era Rio Acre S.A.C. (Maderacre) and Mader era Rio Yaveri ja S.A.C. (Maderyja)

Maderacre and Mader yja Forest Concessions *: Private compani es specialized in timber harvesting and
processing. The forest concession has been given by the Peruvian State to the company in 2002 , in the
framework of a public auction convoked by INRENA (National Office responsible of the conservation of

the natural r esources ).

Maderacre and Maderyja are two forestry companies, which until the first quarter of 2008 had
constitute d the Maderacre & Maderyja group that own  ed the forestry concessions for timber production
ofal00 ,L000 ha area in the r eqgoi.Sinte theMa dMaderyjadwas sbld w sa group of
Chinese investors. Although currently both timber concessions belong to different companies, they are
still managed in an almost identical manner. Furthermore, the General Forestry Management Plan and

most of the other tools use d for the company decision making are still the same for both timber

concessions. That is the reason why both projects are presented in a unique document and most of the
different items developed in the present project, present exactly t he same characteristics for both
companies .

It is considered that the companies that have the best conditions to develop this type of projects are

those which count with FSC  ®° Certification, since this guarantees that management will be sustainable,

pres erving the biodiversity of the forest. In this sense it is important to mention that b oth companies,

Maderacre and Maderyja, have achieved the Forest Stewardship Council Certification in January 2007

One of the reasons for obtaining FSC certification was the generation of carbon credits.

Both, Maderacre as Maderyja timber concessions, have the following clearly defined entrepreneurial

Vision: ifWe are an entrepreneuri al strength that contri buf

Tahuamanuo.

4 The organizational structure of Maderacre and Maderyja are attached in pages 24 and 25 respectively.

5 Forest Stewardship Council
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Additional ly, Maderacre & Maderyja are both leader companies recognized at the regional, national and
international level for the quality of their wood products, characterized by the diversity of their timber

and non -timber species and  for the sustainable  management of their forests, working under the highest
forestry certification standards. They are also recognized for their contribution to improve the welfare
and quality of life of  their partners, workers and people in general, reinvesting some part of their profi ts

in research and technology for the improvement of their entrepreneurial development

Among their entrepreneurial values, it should be highlighted: leadership in quality, costs and caring for
the environment; responsibility and discipline; honesty and loyalty; social responsibility and solidarity;

commitment to the environmental sustainability.
Maderacre managing staff

Considering the Maderacre point of view, there are four key areas of responsibility in the structural
organization of the concessions: the General Manager, the Forestry Manager, the Social Responsibility

Manager and the Financing Manager.

Following, a brief description of the main responsibilities of each Manager of Maderacre timber

concession and their technical profile is presented.
a) General Manager
Name: Abraham Cardozo Mouzully

Among his main responsibilities it should be highlighted:

1 Elaborate the Strategic Plan and the Management Plan of the enterprise for the medium term, to
be approved by the Board of Shareholders .

1 Elaborate th e Annual Operative Plan with the definition of the entrepreneurial goals, to be
approved by the Board of Shareholders .
Direct the execution of the Annual Operative Plan of the company.
Responsible for the selection, hire and lay off of the directive staff and permanent staff of the
company.
Supervise the financi  al health of the company.
Determine performance standards for the personnel and according to them evaluate their work
periodically. Make quarterly evaluations of the working plans of the different ar eas.

1 Responsible for the signature of any kind of contracts between the company and other

institutions or organizations.
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1 Negotiate and subscribe cooperation agreements with state and private institutions which are
committed, as well as Maderacre timber concession, with the sustainable management of the
forestry resources.

Represent and negotiate all the company issues before INRENA and other public institutions.
Implement mechanisms of control for the different areas of the company.

Has the administrat ive, commercial, technical and legal representation of the company before
the different entities, private and public, national and international organisms.

1 Buy, sell, rent or donate all the company properties, subscribing the required private or public

documents.

Profile: he has been the General Manager of Maderacre for 6 years. He is a professor and former

Lieutenant Major  of Ifapari Province and former consultant of the Peruvian Republican Congress . He

has vast experience in entrepreneurial managemen t, strategic planning and communitarian

development and strong knowledge of the socioeconomic reality of the province and the region. He

also has knowledge on strategic planning, entrepreneurial management and negotiation tools.

Forestry Manager

Name: Nelson Kroll Kohel

Among his main responsibilities it should be highlighted:

i1 Elaborate the General Forestry Management Plan and execute the defined activities.

1 Elaborate the Annual Operative Seasonal Plan and execute the defined activities.

91 Design and su pervise the execution of the Forestry Plan.

9 Design and supervise the execution of the Custody Plan of the concession.

1 Lead the development and implementation of agreements and projects related with forestry
activities, researching and carbon dioxide seques tration with public and private institutions.

1 Design and implement the rulebooks, manuals and any other regulations that act as a framework
for the adequate development of the forestry operations.
Organize and supervise all the forestry operations of the ¢ oncession.
Responsible for the maintenance of the FSC Certification , which is a priority for the concessions
since, as it was previously mentioned, one of the reasons for obtaining said certification was the
generation of carbon credits.

1 Design and supervise the execution of the Environmental -Forest ry Monitoring Program, which
includes the monitoring of the forest dynamics, the natural regeneration, the changes in the
composition and structure of the forest, the quality and efficiency of all th e forestry operations

and the environmental impacts caused by them.
1 Monitor the work of all the hired companies in charge of some forestry operations of the
concession, specifically in relation with the application of the rules defined in the company

manua ls.
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Guarantee the chain of custody of the whole timber production of the concession.
Design and supervise the implementation of all the defined rules and proceedings related with the
personal security, equipments and heavy machinery.

Elaborate the corresp  ondent annual reports of the forestry area of the concession.

Profile: Forestry Engineer of the National Agrarian University La Molina of Peru. He has an experience
of more than 8 years in forestry management under the FSC standards. He acts also as an au ditor in

FSC certification and auditing processes.

Social Responsibility Manager

Name: Marcela Aliaga Chahud

Among her main responsibilities it should be highlighted:

Design and development of the Relationship with the Community Plan as part of their Social

Responsibility Program. It includes: stakeholders mapping, analysis of the stakeholders -

enterprise impact, analysis of the leadership of each detected stakeholder, definition of the
policies for each defined stakeholder, programs for each stakeholder , acting protocols.
Design and development of the protocol to undertake any conflictive situation among the

company and it s surrounding communities as Belgian Native Community and the neighbor
concessionaires. With the Belgian Native Community an agreemen t on said protocol content was

signed.

Design and development of social programs. In this sense, the concessions with the advisory of
the Consultative Committee have prioritized their social investment on health and educational
subjects. At this time, th e terms of an agreement bet ween the

school are being evaluated, in order to improve the education in sustainable management of the

forests subjects . Visits to the concessions nursery and woods are also considered within  this
agreement.

Be part of the Consultative Committee on the Relationship with the Community, as it s Technical
Secretary.

Monitor and evaluate the fulfillment of the defined objectives of the Social Responsibility Plan of

Maderacre, through the indicato rs dete rmined in the Community Monitoring Plan.

A Dissemination Plan is being developed by the Social Responsibility Manager, which will include
the internal and external communication strategy of the concessions. In this sense, the following

formal lines of com  munication are taking into account:
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- Internal: shareholders meetings; meetings with the workers; mural journal and informative
bulletins.
- External: website; virtual bulletins; working meetings; participation in activities of territorial

coordination.

Profile:  Social Communicator , Master in Social Management and with a diploma in social
responsibility. She has a vast experience in the design and implementation of development projects
and communication strategies applied to small, medium and big size ente rprises. She has also strong

knowledge on strategic planning and monitoring and evaluation systems.

Financing Manager

Name: José Luis Canchaya Toledo

Among his main responsibilities it should be highlighted:

1 Elaborate, in coordination with the other m anagement areas of the concession, the strategic,
managing, operative and financing plans of the company.

1 Make financing evaluations considering the different potential scenarios, according to the General
Management area definitions and needs.

1 Design andi mplement a system of productive -financial information for the decision making of the
different areas of the concession.

1 Supervise the fulfillment of the activities and budgets stated in the Annual Operative Plan of the
concession.

1 Support the elaboration o  f performance and productivity standards for the different productive
stages of the concession.
Carry out financial studies considering different business options for the company.

Participate in the selection of the personnel of his work area.

Profile: Ec onomist of the Pacific University of Peru. He has demonstrated experience in the economic
development of timber concessions, as well as in strategic planning, administrative and financing
management of enterprises. He has also experience in researching and consultancies applied to the
forestry sector. He has strong knowledge on strategic planning, financing, administration and

commercialization issues, as well as on forestry management and other timber businesses.
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Greening the future

Maderyja staff

Maderyja has designe d a manual of labor description of the main forestry operations carried out by the
concession 6 staff. All the forestry operations are guided primarily by the Forestry Operations Manager
and secondly by the Logistic Sub -Manager, the Exploitation Sub -Manage r and the Forestry Operations

Sub -Manager.
The working areas are divided as follows:

1 Administration and Logistic: each area is in charge of a Supervisor and integrated by its
correspondent support personnel. Main responsibilities of the area:
- Consolidate the human and material requirements of the different working areas.
- Control of the inputs and outputs of all the storage materials and resources.
- Make periodic inventories for controlling the storage goods stock.
- Consolidate the tasks of the personnelin  the different working areas.
- Maintenance of the accessing roads.
- Reception and delivery of wood to Ifapari.

- Make the correspondent periodic reports of the area.

I Wood extraction operations: forestry census, roads, felling of trees , dragging , delivery , comp uting,

production. Main responsibilities of the area:

- Consolidate the human and material requirements of the different working areas.

- Guide and supervise the achievement of the Maderyja production goals, in accordance to the
forestry certification parameters for the management of the forests.

- Suggest to the General Manager the production plans and operation budgets.

- Report the productive and financial performance, inventories, among others.

- Keep in permanent coordination with the superior organizat ional units.

- Supervise the achievement of the defined goals of the different working areas in charge.

- Suggest to the Forestry Operations Manager the budget requirements in terms of human,
material and financial resources in order to fulfill the area goals.

- Report periodically about the operative and financial performance.

- Suggest any needed improvement with the aim to reduce the costs.
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Greening the future

AIDER NGO

AIDER NGO has been founded in 1986 and has developed different projects in Amazon Rainforest,
especial ly with forest management of indigenous communities and rural producers and carbon projects
(reforestation, management of protected areas, among others) for CDM and voluntary markets. AIDER

has obtained with 5 indigenous communities the first FSC certifica te in Peru for a community forest of
35000 hectares in 2005.

Green oxx NGO

Greenoxx NGO has a lot of experience in the development and marketing of carbon projects, especially

in CCX mechanism.

The Greenoxx Global Environmental Program is an environmen tal and forestry program created in 2003
by engineer Rocco Cheirasco and engineer Silvia Gomez Caviglia. Both are forestry engineers,
specialized in environment and commercial strategy and marketing, with vast experience in the Kyoto

Protocol and the Volun  tary Markets.

GGEP integrates these projects to the different markets such as the Clean Development Mechanism
(CDM) of the Kyoto Protocol, regulated Voluntary Markets such as the Chicago Climate Exchange (CCX)
and non regulated Voluntary Markets such as t he CCB Standard, the VCS Standard, OTC, among others.

In consequence, through GGEP, Forestry Projects and Avoided Deforestation Projects would obtain

important additional benefits as a result of their participation in Carbon Markets.

Greenoxx has been d eclared of National Interest by the Presidency of the Republic of Uruguay and of
Ministerial Interest by the Ministry of Livestock, Agriculture and Fisheries and the Ministry of Foreign

Affairs.

This innovative program has developed different areas, which carry out different activities such as

Greenoxx Consulting and Greenoxx NGO.

Greenoxx Consulting is the integral consultancy area in everything related to Forestry and Avoided
Deforestation within the Kyoto Protocol and the Voluntary Markets of emission reductions. Greenoxx
Consulting was contracted in 2005 by MGM International, to act as the CDM forestry area of this

international consultant, worldwide.
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Greening the future

Currently, Greenoxx Consulting is working with the Dutch consulting firm 33 Asset Management, an
integrant of the Nidera Group, in the identification and development of Forestry and Avoided

Deforestation Projects for the Carbon Markets.

Greenoxx NGO is an association dedicated to combat climate change. It has been approved as an
integrant of the Envir onmental Grantmakers Association -EGA, based in New York, a project of the
Rockefeller Family Fund and a participant in the network of non -governmental organizations of the

sustainable community, Wiser -Earth.

Also, Greenoxx NGO is Offset Aggregator of the Chicago Climate Exchange -CCX and an integrant of the
CCX Forestry Committee and the CCX Technical Advisory Committee for Crediting Forest Conservation
Projects, which are in charge of projects approval and of determining the rules and regulations of

forest ry projects.

As Offset Aggregator, Greenoxx has the capacity to submit forestry projects to the CCX and
commercialize the offsets (carbon credits) which have been generated, through the electronic trading

platform exclusive for CCX Members.

Among other s tudies, Greenoxx NGO has elaborated the Additionality Tool especially designed for CCX
Forestry Projects that decide to go for standardization according to the CCBA principles and therefore

obtain Verified Emission Reductions (VERS).

Greenoxx NGO is colla borating with McKinsey & Co to develop solutions to get investment and develop

markets flowing at scale into forest carbon sequestration for the Clinton Climate Initiative.

Greenoxx NGO has registered and sold the first carbon credit project from Uruguay, the Banking
Pension Fund forestry project. It is also the fourth forest project worldwide to be registered and sold in
the CCX platform.

The main objectives of Greenoxx NGO are the following:

I The promotion, development, encouragement, research and suppo rt in all its forms of the
development of activities related to the Environment, Sustainable Development, Climate Change,
Clean Development Mechanism of the Kyoto Protocol, Mitigation of Greenhouse Effect Gases and

Ecology in General.

1 Contribute to the re  search, studies and projects in all its stages, to make feasible the obtaining of

the previously stated objects.
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Greening the future

1 Make possible an adequate technical training in different areas of these subjects, by means of

courses, events, seminars, post -graduate cours es of all kinds in Uruguay as well as abroad.

1 To provide any tools needed for the specific training which allow placing environmental products

abroad.

1 To encourage a permanent updating in the environmental T commercial area, so as to understand in
an ade quate way the best possibilities to enter into the international market of carbon credits and

others of similar characteristics.

1 To foster and make feasible the study of greenhouse gases neutralization mechanisms, as is the case
of forestry. To foster and make feasible studies which tend to decrease emissions of greenhouse

gases, through new technologies.

1 To promote and make feasible the holding of forums, seminars, symposiums, events, meetings and

all kinds of actions related to the previously mentioned items.

I To make possible all kinds of actions which directly or indirectly promote improvements in life

conditions of present and future generations.
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B.2. Institutions indirectly involved with  this Project
Maderacre ha s also signed cooperation agreements with other institutions , Which are indirectly involved
in the development of the present Project , providing their technical knowledge and assessment and in

consequence improving the manage ment capacity of the timber concessions . Said institutions and

agreements are detailed below:

CESVI and WWF (World Wildlife Fund Inc.)

The Cooperation Agreement between Maderacre and Maderyja forest concessions and CESVI and WWF

was signed in April 2005  with the main objective of working together to achieve the FSC Certification for

both timber concessions.

CESVI is an independent humanitarian association, f ounded in 1985, which works for the worldwide
solidarity and social justice through humanitarian actions that contribute to consolidate the human
rights.
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WWEF is one of the largest environmental organizations worldwide and its hard work to make a healthy,

happy, thriving, living and ultimately diverse and wonderful world is globally well -known.
Hereunder, a summary of the activities to be carried out by the signing parties of the agreement is
presented:

A Participate in chain of custody diagnostic evaluations within the forests and the sawmill and give the

needed logistic support for the developm ent of said actions.

A Implement the suggested corrective actions as a result of the aforementioned diagnostic evaluations

within the established deadlines and designing the adequate personnel of the concessions to do that.

A Design the contracts to be signe d with any third party, in which all the obligations of each party is

clearly defined.

A Comply and make others comply with the internal rules of the concessions in relation with the

sustainability of the forestry management. In this sense, an internal rule book must be developed and
implemented.
A Participate actively in the accomplishment of the Organization 0 sHandbook , which includes posts,

proceedings and responsibilities.

A Cooperate in all the training courses that will be given to Maderacre & Maderyja st aff on the process

of implementation  of the certification and its importance for the concessions.

A Acquire and give the needed security equipments for all Maderacre & Maderyja personnel, according
to the work they have to develop. In this sense, Maderacre and Maderyja commit themselvestotr  ain
and make their personnel comply with all the rules related to prevention and to the wuse of the

adequate security equipment.

A Implement the correspondent corrective actions suggested by the WWF experts with respect t o the

needed impr ovements in terms of health services and camping sites of the concessions.

A Identify all the social actors neighboring the operations areas and how are they affected by them.
Develop, in cooperation with CESVI and WWF, a relationship stra tegy with all of them and especially
with the Native Community Belgium. To this end, a diagnostic evaluation, consultation, mapping and
census of the neighbor population will be carried out, in order to identify and give priority to the

social actors relat  ed with the forestry operations.
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Participate actively in the design and execution of the exploratory inventories. To this end, Maderacre
and Maderyja commit themselves to give the needed logistic support for the infield operations and to
design ate the adequate key personnel to assure the internalization of these proceedings by the

concessions.

A Participate in the development of the General Plan for Forestry Management of the concessions.

A Participate in the execution of the forestry census and in the setting up of the permanent plots.

A Support and participate in the training courses on directed harvesting, designing the adequate
personnel to carry  them out. With this  purpose , Maderacre and Maderyja should provide the needed

logistic support for the who le infield operations and workshops to be developed.

A Implement an accountant registr y for all the operative costs of each activity (planning, construction
of roads, felling of trees, extraction, transport, etc.). A responsible should be designed to be tra ined

in handling said registry.

A Carry out an accountant registry for each production unit, with the aim to use the data from the

accountant registries in the budgetary planning.

A Implement the mitigation measures as a result of the fauna evaluation that will be carried out by
WWF and CESVI, and include them within the General Plan for Forestry Management of the

concessions.

A Cooperate with WWF and the correspondent authorities in decreasing the occurrence of illegal
activities from third parties as illega | logging, non -authorized occupation, land use changes, illegal

commercialization of fauna and flora and ill egal cultures

A Respect to the native and rural communities: the signing parties recognized the importance of the
mutual respect be tween the concessions rights and the rights and costumes of the neighbor native
communities and local populations. Said mutual respect implies the development of actions that

promote a healthy and proactive interaction between them.

The aforementioned agreement also contains an action plan for the certification of the concessions,

including the required actions and the processes to achieve each it. As an example, following some of
these actions and its correspondent process es are listed:
A Required action: lobby INRENA Madre de Dios T Lima in order to enhance the administrative

arrangements and the exploitation contract.
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Process: analysis and solution of the administrative obstacles for the wood commercialization in
Madre de Dios (Ifiapari). Lobby in INRE NA Lima i Madre de Dios to implement improving solutions

for those arrangements.

A Required action: compliance agreement between WWF Per(i and Maderacre and Maderyja timber

concessions.

Process: design the correspondent document and sign it by the legal rep resentatives of each party.
A Required action: General Plan for Forestry Management approved by the INRENA.

Process: solve the observations.

A Required action: implementation of a chain of custody proceeding within the forests and within the

sawmill.

Process: infield chain of custody evaluation; implementation of corrective actions; chain of custody

evaluation of the sawmill; implementation of corrective actions.

World Wildlife Fund Inc. (WWF)

The Participation on the Forest Commerce Network of Peru A greem ent between Maderacre and WWF

was signed in August 2008.

Among WWF main goals in the framework of this agreement, it should be highlighted:
V  to combat and eliminate all illegal logging activities in the forests;
V  to promote the Sustainable and Respons ible Forest Management and Commerce (SRFMC) of wood

products.

From WWEF 6 spoint of view, SRFMC may play a substantial role in the extinction of illegal logging

activities and in the promotion of a better management of forestry resources. Due to that, WWF h as
established a Net of Global Forest Commerce (NGFC), which will enhance commercial relationships

between companies that are voluntarily committed with the sustainable and responsible forest
management. NGFC will also state some market requirements lookin g after the conservation of the
forests in the whole world. NGFC considers the independent forest certification as an extremely useful

tool to achieve these objectives.
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The Forest Commerce Net of Peru (FCN T Peru) is part of the NGFC and is managed as a WWF Program.
The participation on the FCN is voluntarily and is open to all productive, processing and commercial
enterprises who participate in Peru market and which have the capacity of getting significant benefits,

through their business framework, on forest conservation in the most affected areas.

Maderacre has signed this participation agreement with WWF and they both comply with FCN T Peru

regulations. Therefore Maderacre is a participant of the FCN 1 Peru.

As a FCN i Peru participant, Maderacr e has committed to:

V State policies and practices to promote the SRFMC in all its operations and activities.

V Design a strategic plan with clearly defined objectives within the project duration, stating the steps
to follow in order to assure that all the pr oduced or bought wood or wood products are from
responsible managed sinks and also due to achieve forest certification or chain of custody
certification.

V Develop said strategic plan, monitoring the achievement of the defined objectives within the project
duration.

V Assign one person responsible for the fulfillment of this agreement.

V Report annually to FCN i Peru the progress of the strategic plan and some other required
information.

As a FCN i Peru participant, Maderacre ha s the rights to:

V Participate on the FCN i Peru and thus on the NGFC.
V Access to demand and supply and market trends information, training courses and technical support

are also available for FCN i Peru and NGFC participants.

The assigned Coordinator for this agreement, by Maderacre timb er concession , is Mr. José Luis

Canchaya Toledo.

Undoubtedly, WWF is one of the largest environmental organizations worldwide and its hard work to
make a healthy, happy, thriving, living and ultimately diverse and wonderful world is globally well -
known. A s a result of that, any agreement signed with them implies sustainable and responsible

management of the natural and human resources.
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La Molina Agrarian National University T Management Forest Department (MFD)

The Cooperation Agreement between Madera cre and the Management Forest Department (MFD) of La

Molina Agrarian National University was signed in May 2007.

The MFD is an educational institution of public service which carries on  some social activities and
projects, i.e. technical assessment of pr ivate and public enterprises , and therefore collaborates in the

development of the whole country.

Nowadays, the MFD is conducting a research study on Swietenia macrophylla  populations in Madre de
Dios region. In order to get accurate data, they need to measure and evaluate periodically the selected

individual of said specie  with in the Maderacre concession area.

The main goal of this Cooperation Agreement is to share institutional strengths due to enhance the

knowledge on  Swietenia macrophylla  in Peru.

With the aim to achieve said goal, Maderacre allow s free access to the technical team of MFD for the in -
field measurement  and evaluation of the specie within the concession area and MFD provides technical
and financial support for the collection and subseq uent processing and evaluation of the data.

Two Coordinators were  assigned on the agreement , one for each party. The MFD Coordinator is Eng.
Ignacio Lombardi, Forestry Engineer and Main Profes sor of La Molina University. The Maderacre

Coordinator is Eng. Nelson N. Kroll, responsible for the forest management of the timber concession

As a result of this agree  ment, Maderacre will have update d and accurate information about Swietenia
macrophylla dynamics , one of the most valuable species in terms of product ivity and biodiversity. This

knowledge would resultin a better decision making and planning of all Maderacre forest activities and in

consequence in a more sustainable management of its forests.
University of the Pacific i Faculty of Economy (FEUP)
The Cooperation Agreement between Maderacre and the Faculty of Economy of  the University of the

Pacific was signed in May 2007.
The University of the Pacific is a private educational and non -profitable institution , specialized in

economics and management studies, with the aim to contribute to the development of Peru in the new

extremely competitive global context.
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Through its Faculty of Economy they pretend to give to their student s appropriate leadership skKills,
which would help them in the construction and development, on solid basis, of the companies for which
they will work for. The FEUP also puts emphasis on the education of ethical and moral principles as

justice, honesty and solidarity.

FEUP student s are required to make a professional research st udy for the Economic Research Subject
(compulsory subject of the Economy degree) and Forestry is consider ed as an area of interest for FEUP

to develop said study.

At the same time, Maderacre is a company that require s all type of economic studies in orde r to

enhance not only their management capacity, but also the responsible management of their woods

The main goal of this Cooperation Agreement is to share institutional strengths and to make possible
the development of useful research studies for the co ncession by FEUP students , in which they would be
able to apply all the knowledge and skills learned during their University studies. The FEUP will support

them through the whole process.

Two Coordinators were assigned on the agreement , one for each party . The University of the Pacific
Coordinator is  Prof. Juan Francisco Castro , Coordinator of the Economic Research Subject . The

Maderacre Coordinatoris ~ Mr. José Luis Canchaya Toledo , Financing Manager

As a result of this agreement, Maderacre would receive technical support by the students and their
supervisors in relation with varied economic and financial issues, thus a permanent adjustment of their

procedures and operations should be made in order to optimize all Maderacre resources.

It is important  to mention that until Maderyja concession was sold to the Chinese investors, all of the
aforementioned agreements were signed by Maderacre & Maderyja as a group. Currently all of them are
valid for Maderacre concession and Maderyja is in process of signing some new agreements with WWF

and the National Forestry Chamber, among others.

In conclusion, each one of the aforementioned agreements and institutions will contribute somehow in
the improvement of the management capacity to undertake this Project. The ¢ ombination of technical
skills, knowledge, research and experience that each one of the involved institutions will provide for the

development of the Project are a concrete demonstration of that.
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B.3. Financial health of the concessions

As it was p reviously mentioned, both timber concessions have no current financial problems 6 but
considering the construction of the inter -oceanic road and its associated risks it will be difficult for them
to keep the necessary control and patrolling actions within the area in order to assure the maintenance

of the original conditions of the project site in terms of environment, biodiversity and community.

Therefore, the resulting income by means of the carbon credits generated by this project activity will be
the on ly available option to achieve the preservation and conservation of the forest main goal . In order
to clarify this statement, a cash flow for the 20 years cycle of the forests was carried out in order to
determine the business feasibility as it is currentl y developed . Following, the assumptions in which said

analysis was based are presented.

Assumptions:
a) The selling of standing wood is considered for both timber concession s business. Said business was
valued regarding its direct products which are the me rchantable trees approved by the INRENA and

the activities to maintain the forests sustainably managed and in consequence to sell them under
FSC Certification (chain of custody, forestry operations monitoring, extraction and transportation

roads and paths, etc.).

b) Cash flow horizon :20 years (cutting cycle of the concession s).

c) The sale of standing trees is valued in cubic meters, regarding the an nual volumes of the

concessions .

d) Following, a list of the activities that were considered in this business is e nclosed:
Activi
ctivity | Currency | Cost
Pre - Exploitation
Payment for the exploitation rights Us$ 43.498.50
Nursery Uss$ 8000
Enrichment Us$ 9000
Plot trees Us$ 6000
Monitoring permanent plots Us$ 10000
Boundary maintenance USS$ 7000

5 This statement can be verified by means of the General Balance and the Income and Expenditure State of the concessions. It will be

available for the Verifier during his visit.
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Activity Currenc Cost
Forests custody us$ 30000
Certification USs$ 12000
Studies Us$ 30000
Training courses Uss 15000
Exploitation
Skidding trails us$ 10,000.00
Monitoring of e  xploitation activities USs$ 30,000.00
Chain of custody US$ / M3R 4.00
Social Responsib ility
Social monitoring uss 25,000.00
Social Fund Us$ 50,000.00
Administrative Costs US$ 188,235.60
Conclusions:

1

2)

3)

Under the current conditions, which means to maintain the concession forests under the FSC

standard conditions and thus under a sust ainable management, the Maderacre and Maderyja timber
concession s project is not feasible. Although the project cash flow results in a positive VAN T if we
discount the initial investment for its certification said VAN is highly reduced. Said cash flow sho ws
also that the flows of the initial year s of the project are negative so as this project is not feasible

without a medium term financing.

Likewise, it is important to mention that both concession s have decided to make the effort to achieve
the FSC Cert fification in order to access to the generation of carbon credits and therefore to generate
this additional fundamental income for the maintenance of the sustainable management of the

concessions forests.

The concession s includes, in addition to the sales of the wood, other forestry activities like logging,
skidding and wood transportation in order to sell wood thatis logged, skidded or in sawmill landing
As it can be seen in the cash flow including the carbon credits income 8 if the potential income th at

would be obtained by the sale of the carbon credits generated by this project is considered, the cash

flow results in a positive VAN and the concession s business become feasible.

7 Said cash flow will be avai  lable for the Verifier during his visit.

8 Said cash fl ow will be also available for the Verifier during his visit.
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C. Technical description of the proposed project activity
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C. Technical description of the proposed project activity

C.1. Geographic location and project boundary

The project is located in the Amazonian Region of Madre de Dios, South East of Peru, in the boundary

with Bolivia and Brazil.

T CoMCINC AT WO R
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Fig. 5: Map of Mad eracre.
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In the following chart the GPS
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coordinates of Madracre are presented.

Point \East () \North (N) Referenc e

LA A UL .
P e
A

38 422557 8774249
39 427557 8774249
35 422557 8761222 Over Noaya river
32 422557 8764249
23 407548 8764249
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47 387548 8774249
41 382557 8774249
48 382557 8784837 Over Acre river
52 407548 8772112 Over Yaveryja river
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49 394127 8789789 Over Acre river
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Fig. 6: Map of Maderyja.

401 + (598 2) 604 0869 consulting@greenoxx.com

WWw.greenoxx.com

Montevideo

- Uruguay



In the following chart the GPS

C.2. Description o

Based on
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coordinates of Maderyja are presented.

Point East (E) North (N) \ Reference
6 382557 8774249
33 387548 | 8774249
46 387549 8764249
35 367557 8764249
21 352557 8769249
17 343000 8769249
27 367557 8772588 Over Mala stream
1 382557 8784837 Over Acre river
22 352557 8767584 Over Mala stream
15 343000 8779329 Over Acre river

f present environmental conditions of

the document

ABi ophysical

the project area

concessions , a description of the main biophysical aspects within the Madre de Dios region where the

concession area is localized is presented following.

Phisiogra phy

The current topog raphy of the Madre de Dios region

units : the Cordillera Oriental Suband

due to their lithologic characteristics

vegetative cover

most affect the area are
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Climate
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ean Strip and the Madre de Dios Valley. These units are different

, earth shapes , pedogenetic development

. Accordingly with this type of topography, the main morpho

land slides , sliding and floods.
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-dynamic processes that

Dios Valley is the more extensive and is developed to the east of the mountainous

are born .

176 and 500 m eters.

Quaternar vy, the rivers

An analysis of the climatic elements or parameters has been carried out in the area
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Temperature
According to the information obtained, the average medium an nual temperature varies between 22°C
and 26°C, with very low variat ion during the year, obtaining the highest average month ly registries

during the months comprehended between September and April, while the lowest average monthly

registries occur between May and August

The hottest months are September and October and th e coldest is July, also the driest month of the
year . However, the registries of the highest absolute temperature have values of 41°C i n Iberia
(22/08/59), 39°C in IRapari (31/03/70) and 38°C in the Assis-Brasil Station . At the same time, the
minimum absol ute temperatures have values of up to 6°C i n lIberia (22/07/57); 6.4°C in Ihapari
(27/07/74) and 6°C in the Assis-Brasil Station . Thermal decreases are produced due to the occurrence

of cold air invasions from the Antarctic polar mass, which determine in th is area the phenomenon called

i Fr i arjfieSou roatheogeénerally appears between the months of May and September.

Rainfall

In general terms, the area is characterized by the presence of abundant rainfall during most part of the
year, being able to diffe rentiate a long season denominated fiwinter 0 from October to May and a short
dry season denominated fisummer 0 from June to August . This pattern does have a significant influence

on the development of the vegetation in the area.

Based on the information obt ained from the Assis and Brasileia meteorological stations in Braz il between
1980 a nd 1989, the total medium annual rainfall is 2000 mm. This same data amounts to 1837 mm in

IRapari andto 1641 mm in the Iberia Station

It can be appreciated that rainfall has less intensity during the months of May to September, where 20
to 25% of the total annual rainfall occurs. During the richest period, from October to April, 75 to 80% of

the total annual rainfall occurs

Medium rainfall in the area amounts to approxi mately 1800 mm annually. Rain tends to increase from

the Southeast to the Northeast

Climatic classification

According to the  Koppen Classification System , the climate of the  regio nis of the type =AM, thatisto say
tropical warm , season humid , characterized by presenting abundant rainfall and a short dry season,
which has no significant influence on the development of the vegetation due to the abundance of rainfall

during the rest of the year
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According to the climatic classification proposed by Dr. W . Thornthwhite it has been determined that the

climate in the area is humid and warm

In general term, it can be concluded that the climate in the studied area allows the development of
agricultural activities and cattle rising without major limitations. On the other hand, the forestry sector
is limited during the rainy season with respect to wood supply, which leaves a maximum of 5 months

appropriate for the efficient use of this resource

Soils

Generally soils are po or in nutrients, due to the nature o f the lithology below, the strong chemical
meteorization  (caus ed by high temperatures and high humidity ) and the washing of nutrients due to
heavy rain during great part of the year . In these natural conditions, the fertility of the soil is linked to

the o rganic cycle . Due to the abundant vegetative cover of the tropical forest there is a constant supply

of organic matter, mainly as litter that afterwards is transformed into humus. Due to the climatic
conditions and the action of microorganisms, the decompo sition of the organic matter is so fast that it
only leaves a thin layer of humus relatively rich in nutrients . It is observed that most of the roots of the

plants are found in this superficial layer to absorb the nutrients

In the high plains, soils are generally well drained . Only in this not very dissected units, soils are poor
and moderately drained . Soils in the high  plains have low fertility and could develop toxic levels of

aluminum for the plants.

Soils in low plains vary from poor to moderately w ell drained, depending on the grade of dissection.

They have low to very low fertility and the aluminum saturation is very high.

In the highly dissected hills and in lower proportion in the high terraces of the Madre de Dios river , soils
present a franca texture in the superficial layer and an accumulation of clay in the subsoil, consequently

they are very su sceptible to erosion . This degradation is aggravated by deforestation, especially in the

most dissected areas. Soils are moderately well drained, hav e low fertility and generally their saturation

with aluminum is high
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C.3. Possible endangered species and habitats

The forest where both concessions are located are very important in terms of biodiversity conservation

since they are conformed by important populations of the specie Swietenia macrophyla (mahogany),
which has been incorporated to the Appendix Il of CITES for being considered an endangered specie.

Besides, there are fauna species catalogued as vulnerable. The Maderyja concession is next to the

buffer area of the Manu National Park.

In the following chart the flora and fauna species that must be protected with in the project area  are
presented.
Species to be protected Justification
Cedar (Cedrela odorata ) Law 27308, Forestry and Na  tive Fauna Law (ap pendix Il 1 CITES).
Mahogany (Swietenia macrophyl 1a) Law 27308, Forestry and Native FaunaL aw (ap pendixIl 1 CITES).
Leche caspi ( Galactodendron util isima) Ministerial Resolution N° 01710 -77-AG/DGFF
Ojé ( Ficus anthelmintica ) Minister ial Resolution N° 01710 -77-AG/DGFF

) D. S.No 034 -2004 -AG, 22 nd September 2004
Oso Bandera ( Myrmecophaga tridactyla )

) _ D. S.No 034 -2004 -AG, 22 nd September 2004
Yungururo (_ Priodontes maximus )

) D. S.No 034 -2004 -AG, 22 nd Septemb er 2004
Coto mono ( Alouatta seniculus )

D.S.No 034 -2004 -AG, 22 nd September 2004
Otorongo (_Panthera onca )

) _ D. S.No 034 -2004 -AG, 22 nd September 2004
Sachavaca (_ Tapirus terrestris )

) ) ) o D. S.No 034 -2004 -AG, 22 nd September 2004
Ardilla gris ( Sciurus sanborni / ignitus )

) o ) D.S.No 034 -2004 -AG, 22 nd September 2004
Pava campanilla (__ Pipile cumanensis )

B ) D. S.No 034 -2004 -AG, 22 nd September 2004
Pauijil ( Mitu tuberosum )

D. S.No 034 -2004 -AG, 22 nd September 2004
Guacamayo ala verde (_ Ara chloropterus )

D.S.No 034 -2004 -AG, 22nd September 2004

Guacamayo rojo ( Ara macao )

Picture 7: Myrmecophagatrid actyla Picture 8: Priodontes maximus
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Picture 9: Alouatta seniculus Picture 10: Panthera onca

Picture 11: Tapirus terrestris Picture 12: Mitu tuberosum

Picture 13: Ara chloropterus Picture 14: Aram acao
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