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The acquisition or lease of rural property by foreigners is a complex legal issue in Brazil and has
undergone different interpretation variations over the years

1969 Constitution AGU’s! interpretation in 2010

Determines a law for the acquisition Changes previous understanding and
of rural property by foreigners equates Brazilian companies with
residing in Brazil foreign capital to foreign companies

LN
)

: Status: Approved by the
- Senate, goes for approval in
[ | the Chamber of Deputies
| B | : before coming into effect
| (or be rejected)

. .

~

e —

Law 5,709/1971 Bill (law project) 2,963/2019

Regulates land acquisition by Repeals Law 5,709/1971 and regulates that a
foreigners in Brazil Brazilian company constituted or controlled by a
foreigners or foreign legal entity is not considered a
foreign company (with some exceptions)

1 - The Opinion of the General Advocacy of the Union (AGU) does not have the power of law, nevertheless, changes the legal interpretation of Law 5,709/1971
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In the legislation for land acquisition or lease by foreigners in Brazil the concept of foreign company
is the main change concerning the current legislation (Law 5,709/1971) and the bill 2,963/2019

Current legislation Bill 2,963/2019
(Law 5,709/1971)
»  Foreigner, residing in Brazil =  Foreigners or foreign legal entities, which are those
. " Foreigner |ega| entity authorized to operate in Brazil constituted or established outside the Brazilian territory
-:o:- ' » Brazilian legal entity in which participate foreigners or foreign
Ty legal entities that have the majority of their shares, and

reside or are headquartered abroad

Definition of foreign

company
= Legitimate succession, unless in an area considered essential » Legitimate succession
to national security which require approval by the National =  Brazilian legal entity constituted or controlled by a foreigners
Security Council or foreign legal entities. Except: NGOs; sovereign wealth
funds (> 10% participation by foreign states or state-owned
companies); private foundation with headquarters abroad;
The law n properties in the Amazon Biome with an obligation for a
€ law does not Legal Reserve? greater than or equal to 80% of the total
apply to area, which require approval by the National Defense Council

1 — The Law 5,709/1971 underwent different legal interpretations after the 1988’s Constitution and the opinion of the Attorney General's Office (AGU) in 2010
2 — Legal Reserve is a Brazilian legal instrument for the protection of natural spaces in a percentage of each rural property, this percentage depends on the location and biome where the property is
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The new bill does not regulate the maximum area of land tenure; however, it prohibits any type of
indefinite tenure. The limit by nationality in each municipality has not been altered in relation to the

current legislation

Tenure area limit and
contract length limit

[3%

4

Tenure limit by
municipality

Current legislation

(Law 5,709/1971)

Maximum area: 50 modules?! in continuous or discontinuous
area
= The President of the Republic, having heard the National

Security Council, can authorize the acquisition or lease
beyond the area limits

In properties with an area not exceeding 3 modules?, the

acquisition is allowed, regardless of any authorization or

license

Foreigners are prohibited to acquire or lease an area greater
than 25% of the total area of each municipality

Foreigners from the same country are prohibited to hold
more than 10% of the total area of each municipality (or
40% of the limit above)

Bill 2,963/2019

Maximum area: not regulated

In properties with an area not exceeding 15 modules?! the
acquisition is allowed, regardless of any authorization or
license, if the buyer or owner does not own another rural
property

Prohibits any form of indefinite tenure, except public service
concession, permission or use authorization

Foreigners are prohibited to acquire or lease an area greater
than 25% of the total area of each municipality

Foreigners from the same country are prohibited to hold
more than 10% of the total area of each municipality (or
40% of the limit above)

1 —The area limit is defined in indefinite exploitation modules or fiscal modules, which size varies from 5 to 110 hectares, depending on the municipality where the rural property is located
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Criteria for acquisition or tenure in areas considered essential to national security were virtually
unchanged, and the government's assessment requirement for of agribusiness, colonization or
industrial projects has been excluded

Current legislation

(Law 5,709/1971)

= Require approval by the National Security Council

9

Tenure in areas

considered essential
to national security?

= Foreign legal entities may only acquire rural properties .
intended for the implementation of agricultural, livestock,
(b industrial, or colonization projects, linked to their statutory
d objectives
= Agricultural, livestock or colonization projects require
approval by the Ministry of Agriculture

. PI‘O]eC't = Industrial projects require approval by the Ministry of
implementation and Industry and Trade
land statute = Require to obey the principles of the social function of the

property?

Bill 2,963/2019

Require approval by the National Defense Council

Require to obey the principles of the social function of the
property?

Rational and appropriate land use; proper use of natural
resources; environmental preservation; observance of labor
relations requirements; use that favors the well-being of
owners and workers (Law 4,504/1964 and 1988’s
Constitution, article 186)

1 — Areas considered essential to national security are properties in the border area (internal band 150 km wide, parallel to the border of the national territory), according to Law 6,634/1979
2 — The social function of the property is regulated by Law 4,504/1964 and 1988’s Constitution, article 186
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Additional considerations regarding the new bill

= The bill sanctions acquisitions and leases of rural properties registered by a Brazilian natural or legal entity, even if constituted or controlled by a
foreigner or foreign legal entity, during the term of Law 5,709/1971

= The property registry must be online and contain, among other data, information regarding the shareholders structure in Brazil and abroad

= Landowners or tenants must provide information on the shareholders structure and the nationality of the shareholders in the Rural
Environmental Registry (CAR) and National Rural Registry System (SNCR) annually and whenever there is a change in corporate control,
transformation of the corporate legal definition and celebration of any type of contract

= The acquisition or land lease by foreigners require approval by the National Defense Council (CDN) in the following cases:

= Brazilian companies constituted or controlled by foreigners, with rural property in the Amazon Biome with an obligation for a Legal
Reservel greater than or equal to 80% of the total area

= Sovereign funds created with resources from foreign countries or foreign state companies that controls more than 10% of participation,
directly or indirectly, in any Brazilian company

= The cases described above do not apply to the execution or exploitation of a public service concession, permission or use authorization

= Prohibits forestry concession of sustainable production, unless Brazilian legal entity controlled by foreign individual or legal entity

1 — Legal Reserve is a Brazilian legal instrument for the protection of natural spaces in a percentage of each rural property, this percentage depends on the location and biome where the property is
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ESG Tech Consulting undertake projects in the entire forest-based industry and agribusiness chain,
analyzing trends to guide growth strategies

#2 ESGTech

We believe that every project is inserted in a unique context. Therefore, we prepare our proposals for each project in a
personalized way and according to the specific needs of the client

Service portfolio

Strategy
Strategic planning

Expansion plans
New investments

Business segments

¢ Pesticides
\ Y4 .
‘I Fertilizers

Animal health

Market studies

Market analysis and
trends

Entry into new markets
New products

Genetic material

Operational
excellence

Times and movements
studies

Cost reduction

Operational processes
mapping

Planted forest
Coffee
Sugar cane

Production  Grains

Livestock

M&A

Valuation of assets and
companies

Acquisition of assets
Growth strategies
Post merger integration

al;
DD

Industries

Governance and
management

Strategic team
management

Governance model
structuring

Succession plan

Food

Energy

Wood panels
Pulp and paper
Grain processing
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Some recent cases

Strategy

Pulp industry

Forest planning to supply the
industry, aiming to increase
productivity. Captured results
of ~ R$ 690 million

Food industry

Forestry and land assets
investment strategy review and
management process revie.
Captured results of

~ R$ 180 million in the short
term

Market studies

Investors

Eucalyptus wood market study
in Mato Grosso do Sul (supply
and demand, mapping of
planted area and wood
balance)

Sawmiill

Pine market study to support
the growth strategy in Brazil’s
South Region

Operational excellence

Pulp industry

Times and movements study of
silvicultural operations and
elaboration of tariff cost model
for own and third parties'
operations. Captured results of
~ R$ 250 million

Steel industry

Times and movements study
for Eucalyptus harvesting and
charcoal production operations.
Captured results of ~ R$ 100
million concerning efficiency
improvement and operational
contracts renegotiation with
third parties

M&A

Investors

Valuation of forest and land
assets in different regions of
Brazil

Investors

Identification and selection of
land assets for forestry and
agricultural investment in Brazil
and South America

Governance and management

Food industry

Mapping and implementing the
forest management process

Investors

Implementation of the forest
management system and
support in the operation
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Team ESG Tech Consulting

Since 2012, with a history of carrying out hundreds of consulting projects in several countries, ESG Tech Consulting is dedicated to understand the demands and trends
of agribusiness to guide projects aimed at growth and capturing market opportunities. Our team has qualified and diverse professionals, both in knowledge, profile, soft

and hard skills, having as a differential experience in management and business, in addition to technical expertise.

Main contacts

a8
Daniel Bouchardet Guilherme Cortez
Head of ESG Tech Consulting Portfolio manager
dbouchardet@esgtech.com.br gcortez@esgtech.com.br

Ana Zucon
Forest market

Intelligence team involved
in the production of this
material

Thiago Chiqueto
Geoprocessing
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ESG Tech publishes the STRATEGIC DIALOGUES
bimonthly, with relevant information for decision
making on current issues in the Brazilian
agribusiness chain

Os gastos com energia elétrica e com manejo de rejeitos estdo entre os principais custos da
suinocultura. Uso do biogas para geragido de energia pode aumentar as margens do produtor

Custo de producio do suinocultor (integrado)* Geracio de energia através do biogas Pontos de atengéo
1] conceitual] = Exemplos de aplicacdo:
aguecimento de animais, uso
Energia | industrial (aquecimento de
! agua e higienizacao),

Custo com Engrgia Rede siétrica - )
secadores de graos e caldeiras

Rejeitos elétrica Mio-de-obra

Granjadesuincs  Biodigesior  Queimador  Gerador

Calor de fabrica de racdes .
15L°:_]_| 19% 63% = Viabilidade depende do LateSt edltlonS:
— = - tamanho do plantel e do custo a a . -
1wl D = Cargo Transportation in Agribusiness

= Por ser de producdo continua e I . . 3 o
\??lm /”'3 4 Lo controlade, pode sr usade = Competitive Intelligence in Agribusiness
{7 Indicadores antecedentes T’;E::::r.m:::m ey P » Initiatives with Sustainable Profits in Agribusiness
Mapear quais informacdes sdo relevantes para o negdcio ndo € uma tarefa trivial. Muitas vezes as relacdes LR [ ] Opt| m|Zat|on Of FO rest Processes

entre variaveis importantes nao sao obvias - e elas mudam ao longo do tempo Fante: Innovatech (2019)
Tncluindo epanss o3 custos operacions

= i um produtor em modelo de intagrasio (o intagrador formace nutrigio e sanidede]

-7

Preco do boi gordo e Cimbio (2014 — fev/2019)
RS/ médis nacionsl mensal; RS/USS. ndice: Janeso/14 = 100

Prega do bioi gordo e Cimbia (200
R$/@ midia nacional mensal; R$/US:

Coeficiente de Correl Coeficiente de Correlacdo: 0,771

estruturais na inddstria,

. JM oy s, Ty that combines priorities, concerns and insights from

mesma o pecuarista com

R, s o s producers and markets with objective analysis from

evolucdo e as projecdes do
¢ cambio. Mas o tema ndio esta

e e T S i our team of consultants and experts
Correlagao: fraca, negativa Correlagao: forte, positiva

Fionte; BACEN; Agratik; Andllse: Innavatech (2019)
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The S{CICJTHMEISIS is a communication channel To access previous editions of the topics of

your interest visit our website:

https://esgtech.com.br/publicacoes
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