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BEEF PRODUCTION &
SUPPLY CHAINS

Part 1 - Setting the scene:
impacts of beef production
in Latin America

ust / jorld that values and conserves nature.




TODAY'S SPEAKERS

Fabiana Arévalos & Araceli Duré Simon Hall Maria Lettini

Guyra Paraguay National Wildlife FAIRR
Federation / GRSB



PARAGUAY
Miembro de:
b4 2=, | WORLD -
Eime A = I[E::‘ L :-Lr UICN

Negative impacts of deforestation
and land conversion for cattle in the
American Chaco‘@_ :




MISSION

Conserve and promote the sustainable
use of biological diversity, with emphasis
on birds, with active and responsible
participation of society

P VIEW

Be a reference in biological diversity and

GUYRA its sustainable use, focused on birds in

articular and their environments.
PARAGUAY P




Location

e Great Ame

Venezuela French

. /Gulana

e Total area: 1,066,000 ha in the heart of South America
Ecuador
Population: 8,9 millions of inhabitants
Peri

Brazil High productive potential
High deforestation rate

Three subzones according to its climate:

*  Subhumid Chaco with precipitation from 1200 to 700 mm in
proximities of the Pilcomayo river;
Argentina * Semiarid Chaco with precipitations between 750 and 500 mm

Pa;asgnzayx [\'B;ao;‘"  Arid Chaco with precipitations between 500 y 300 mm per year

Bolivia'

11%

o

The Chaco forest is home to many endangered species. Due to
A’%e;;‘“a the heterogeneity of the habitat in the Chaco, the fauna is
considerably diversified.




BEEF IN LATIN-AMERICA

Deforestation Drivers in Latin America * 65-70% of deforestation in LA caused by

' pasture expansion

» 70% of grazed areas are in process of
degradation

B Subsistence agriculture, 31%

'\ ey  The world has 1.468 billion head of
i G cattle. Brazil has the largest cattle
" Ranching/pasture, 65% . . .
inventory in the world followed by India
and China

mongabay.com using

Project Catalyst (2008) data | * Brazil 212 million head

e Argentina 51 million heads

e Paraguay 13 million heads

* Bolivia 9 million heads

* (Colombia 23 million heads, Mexico
32 million heads)

Soy and beef expansion interact: first

clearance for beef, soy follows. But now in
Argentina, weak soy harvest means return
of beef. Large companies involved in both.



On average 250,000 ha of
deforestation per year, in the
Paraguayan Chaco, which
constitutes approximately half of
the territory.

1,2 ha / head of cattle

Large scale farming between 1000 -
100.000 ha per property, almost all
for export (Chile, Russia, Brazil)

Conflicts with indigenous
territories, weak policies and
enforcement, weak protection and
status of protected areas




Monitoring of Land Use Changes in the Great American Chaco

Guyra Paraguay GUYRA
PN

PARAGUAY

Years

2012 2013 2014 2015 2016 2017 2018 2019

TOTAL 539.233 502.308 466.892 465.857 375.290 429.004 381.107 266.971

LAND USE CHANGES IN THE GREAT
AMERICAN CHACO
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CURRENT TREND SCENARIO FOR PA

2015 2020 2025 2030
Transition
Land use 2015 2020 2025 2030 Change SN
Forest 14.154.000| 11.365.400| 9.071.900( 7.249.500( -6.904.500|d -49
Cattle raising 7.132.300 9.897.000( 12.176.900( 13.988.200| 6.855.900|fr 96
farming 19.100 23.300 26.700 29.500 10.400(fn 54
Other landscape coverings 5.800 5.800 5.800 5.800 Of= O
Non-wooded natural cover 2.765.200 2.784.800( 2.795.000| 2.803.400 38.200|=>




GRAN CHACO ARGENTINO a
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CURRENT TREND SCENARIO
FOR ARGENTINA

According to the scenarios
established for the Argentinian
chaco, if the land use continues as it
IS today, by 2028 there will be an
additional loss of almost 4 million
hectares of forest in the Chaco
region, equivalent to 200 times the
area of the City of Buenos Aires.




What is undertaken to tackle the deforestation issues?

1. Installation of more than 300 sampling stations with trap cameras in the Paraguayan
Chaco

2. More than 3 million images of Chaco wildlife

3. More than 20 postgraduate students trained in occupation models

4. Description of the importance of the Chaco NPs for birds: 154 species registered in
the 3 NPs

5. Placement of radio collars in cougars and yaguareté

6. Interviews with owners of livestock establishments on cattle-carnivorous conflict.

Riqueza observada de especies
de aves del Paraguay
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What is undertaken to tackle the deforestation issues?

PARAGUAYAN ROUNDTABLE FOR SUSTAINABLE BEEF (MPCS)

Founded: October 2017
Members of sectors: producer, processors (industries - slaughterhouses), NGO’s, retailers and restaurants, suppliers and

services (21 members)
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What is undertaken to tackle the deforestation issues?

b a o i o o

§- Corredor Biocultural Preliminar - Area PACHA i CONSTRUCTION OF A
PRELIMINARY BIOCULTURAL
' CORRIDOR

g 1. At Guyra we work at maintaining and/or restoring
connectivity of native forests .
2. We define the width and location of a good-

£ K functioning corridor based on the needs of

’ k individual species (reference species) and the state
of land use.

¢ 2 3. Based on this knowledge we cooperate with private

% [ land owners and cattle ranchers to realize the
corridor.

\J J Superficie del corredor: 2.496.844 ha
S
g' Leyenda 'g
Comuvdadaes Incigenas 10 Corredor preiminar
I ase [ Areg PACHA
1] Aruas nécluos de consaraciin propuesiis Elaborado por:
Arsosi Duré
§_ ; Fuento: .§
12/470,000 DGEEC 2012 (Dirsccion Genarai de Estadistics, Encusstss 8
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O NN W W, Do Sasteite]; FAP! 2014 (Fecesmciin porie
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What is undertaken to tackle the deforestation issues?

INTEGRATED INFORMATION SYSTEM OF

TERRITORIAL DYNAMICS OF THE CHACO

1

2.
3.

SIIDIT CHACO

. Government efforts on monitoring deforestation constantly face step
backs. To improve transparency, Guyra developed a tool based on
Artificial Intelligence (Al) that identifies deforestation monthly.

The tool is accessible online, on its website and on any cell phone.

The system includes additional layers from governmental institutions
with information on indigenous land, data from the land use registry
and environmental licenses and gives an indication of potentially
illegal deforestation.

SIDIT
% CHACO

Sistema da Informacién Intagrada da
La Dmamica Territorial del Chaco

GRAN CHACO
AMERICANO
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MAIN TAKEAWAYS

1. The existing monitoring does not allow the
identification of ilegal deforestation

2. A bottleneck is that breeding and finishing of
cattle do not happen at the same
stablishment. Lack of transparency in the
supply chain.

3. Legality does not ensure the sustainability of
natural resources and implies that there is
still room for deforestation.




GUYRA

PARAGUAY

Miembro de:

b4 2 | WORLD -
BirdLife | [Ep4@ -'[:;l“f?_fﬁr \UIC’N

Questions?




Setting the Scene:

An Introduction to the Global Roundtable
for Sustainable Beef (GRSB) and the Joint
Working Group on Land-Use Change (JWG)

N, Simon Hall
R\ Senior Manager, Tropical Forests and Agriculture
g National Wildlife Federation



mailto:halls@nwf.org
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Toplcs What is the GRSB:
How is the GRSB unique from other commodity roundtables?
Covered

What are the GRSB’s Principles and Criteria for sustainable beef
and how are forest and land-use issues reflected?

What is the Joint Working Group on Land-Use Change (JWG)?
What are some of our key insights from this work over time?

How can the financial sector help advance solutions that

protect forests and drive more sustainable outcomes in beef
value chains?



Global Roundtable for Sustainable Beef (GRSB)

The Global Roundtable for Sustainable
Beef (GRSB) is a global, multi-
stakeholder initiative developed to
advance continuous improvement in
sustainability of the global beef value
chain through leadership, science

and multi-stakeholder engagement
and collaboration.

The GRSB envisions a world in which
all aspects of the beef value chain are
environmentally sound, socially
responsible and economically viable.

Member Constituency Groups

» Producer and Producer Group

> National Roundtables

» Commerce and Processing

> Retall

> Civil Society

» Allied Industry Sustainability
Initiatives


https://grsbeef.org/

GRSB Regional RT Network

Current roundtables & initiatives

. No roundtable structure

it Beef Focused Sustainability
Qe O Roundtables and Initiatives
Roundtable i m Argentina
oundrablogll = Australia
¥ \ 4 = Brazil
= Canada
, e China Meat = China
Poundiable EPT N pounctabi e = Colombia
coundable  \fli ‘;%' e Europe
:'} Paraguayan &( c}ps ‘ J:% - = Mexico
wecs Roundtable ¥ seccition N7 _ N = New Zealand
Arpantioesn et o — Y = Paraguay
T e | e = Southern Africa

= United States


https://grsbeef.org/resources/Documents/WhoWeAre/GRSB_Sustainability_Report_2018.pdf

GRSB Principles and Criteria

28

Natural Resources
The global beef value chain manages natural resources responsibly and enhances ecosystem health.

People and the Community

Global sustainable beef stakeholders protect and respect human rights, and recognize the critical
roles that all participants within the beef value chain play in their community regarding culture,
heritage, employment, land rights and health.

Animal Health and Welfare

Global sustainable beef producers and processors respect and manage animals to ensure their health
and welfare.

Food

Global sustainable beef stakeholders ensure the safety and quality of beef products and utilize
information-sharing systems that promote beef sustainability.

Efficiency and Innovation

Global Sustainable Beef Stakeholders encourage innovation, optimize production, reduce waste and
add to economic viability.


https://grsbeef.org/WhatIsSustainableBeef

GRSB Principles and Criteria

k Natural Resources
The global beef value chain manages natural resources responsibly and enhances ecosystem health.

***Compliance with all local, national and international laws applicable to natural resource usage is mandatory.***

> Environmental stewardship objectives are attained through adaptive management, with activities monitored to achieve
continuous improvement of measurable natural resource management outcomes.

A\

Practices are implemented to improve air quality.

A\

Net greenhouse gas emissions from the beef value chain are minimized on a per unit of product basis

> Native forests are protected from deforestation. Grasslands, other native ecosystems, and high conservation value areas

are protected from land conversion and degradation.

> Land management practices conserve and enhance the health of ecosystems and high conservation value areas
throughout all sectors of the beef value chain.

» Water resources (including quality and quantity attributes), are responsibly and efficiently managed to
support ecological function and availability.

A\

Soil health is maintained or improved through implementation of appropriate management practices.

A\

The beef value chain contributes to the maintenance or enhancement of native plant and animal biological diversity.
» Where available, feed sources are sustainably-produced.


https://grsbeef.org/Natural-Resources

GRSB Joint Working Group on Land-Use Change

YV V V VY

YV V

JWG formed in 2012 (one of the oldest WGs in GRSB)
Provides a forum for global and local stakeholders to discuss the issues
Supports GRSB’s global sustainability goal on forests and land-use

Helps advance viable approaches that improve productivity, enhance biodiversity,
and build resilience on existing pasture lands while reducing pressures for
additional deforestation and land-use change

Helps advance more responsible sourcing practices
Encourages improvements in traceability, monitoring and transparency
Serves as a hub to share relevant science, research, and tools



Key Insights

Agriculture production can
continue to grow while
protecting forests

Win-win solutions are
available using low-cost
options

are increasingly demanding
action and expecting results

Harmonization needed
between legal compliance
and deforestation-free
efforts

=
2 Consumers and businesses

Cattle production can be sustainable
and generate net positive outcomes
for people and the planet

Better traceability will unlock many
challenges with supply chain
management

Collaboration and partnerships are
critical to solve big complex
challenges

Transparent reporting and disclosure
is needed to help track progress and
verify results



How could the finance sector help?

A few guiding questions to start the conversation...

>

Y VY

Do you fully understand the potential risk exposure in your portfolios associated
with deforestation in cattle value chains (beef and leather sectors)?

Do you play an active role in multi-stakeholder forms?

Do you have any internal incentive structures that rewards the growth and
development of more sustainably-oriented investments/portfolios?

Have you expressed to your clients that deforestation is a priority issue?
Have you set clear expectations with your clients on actions you want them to take?

Do your clients have robust policies in place that align with current norms and
guidance on these issues?

Do you know if your clients are effectively implementing their policies, and their
current implementation status?

Do your meatpacker clients have monitoring, traceability and supplier screening
systems in place? Do these systems cover all major forest-risk regions (or just the
Amazon)? Do these systems cover indirect suppliers (or just their direct sourcing)?

Are your meatpacker clients able to provide third-party compliance
audits/verifications?
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Questions and
Comments

N, Simon Hall
¥ Senior Manager, Tropical Forests and Agriculture
g National Wildlife Federation
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DEFORESTATION RISKS IN LATIN AMERICA

Maria Lettini, Executive Director

VBDO Webinar, 2| May 2020




FAIRR is a network of institutional investors
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A COLLER INITIATIVE
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Intensive farming presents investment risks

GLOBAL GREENHOUSE USER OF CAUSE OF & FERTILIZER RUNOFFS
GAS EMISSIONS FRESHWATER DEFORESTATION DUE TO ARE CAUSING WIDESPREAD
RESOURCES ON THE CATTLE RANCHING AND LAND & WATER POLLUTION

PLANET SOY PRODUCTION

‘ No.1 @ HEALTH 0 LaBoUuR VMY WELFARE

GLOBAL USER OF HIGH RISK OF NON- POOR % CLOSE

ANTIBIOTICS, COMMUNICABLE - VISIBILITY OF CONFINEMENT AND

INCLUDING DISEASES & FOOD- SUPPLY CHAINS MUTILATIONS
SHARED-CLASS BORNE ILLNESS

ANTIBIOTICS

© 2020 FAIRR Initiative 29
A COLLER INITIATIVE



Statutory & Regulatory risks
License to operate risks

Changing consumer preferences

Climate risk

Food technology disruption

A COLLER INITIATIVE

The livestock sector is facing threats with financial implications

New Zealand’s government has introduced legislation to

tackle climate change including a target for cutting methane
emissions from livestock by at least 10 percent by 2030.

Largest US pig producer Smithfield has 26 lawsuits, with
over $500 million in punitive damages due to poor manure
management.

23% year-on-year growth in plant-based meat in the US.?

Corn and soy — main animal feed ingredients — experienced
record planting delays in the US Midwest.

Accelerating pace of investments in plant-based and cellular
meat technologies; first cell-based product could be on the
market by 2021.

© 2020 FAIRR Initiative
'Good Food Institute & Nielsen, September 2018. Avail online: http://www.gfi.org
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60 largest companies evaluated: >50% in emerging markets — 9 in Latam
$318 BN IN REVENUES

$324 BN MARKET CAP
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10 risk factors & 31 KPIs

Ll
GHG emissions “4) Waterscarcity L 'y Waste & pollution
v
GHG Scope 1 +2 S 3t " Water use Water use ;EJ 'E Wastewater Nutrient mgmt.
inventory target CERE= e & (facilities) (feed farming) o mgmt. (facilities)  (feed farming)
Water use
Climate Emissions (animal Manure mgmt.
risk/scenario performance farming) (animal farming)

1&]}"’ Working conditions ‘.3 ) Animal welfare m Food safety .\';f: Antibiotics
&

3 3
o Human Fair working w1 Welfare Auditing & Food safety - Policy Dleclesure
&-’ “* rights conditions sk policy certification systems - Bndbiotics crifiieiies
< Safety & Product
%f) v Freedom of Performance on Aquatic animal
b turnover L . recalls &
o association key metrics welfare
S data bans
H
i Deforestation & biodiversity ~ Governance P : .
d - > @7 « Sustainable proteins
Supplier P Sustainability = i LR
DCF target Certification = Diversification
engagement governance S % ‘ o altorm
:?: b o alternatives
Elcosystem Disease Feed ingredients 8 <
impacts management QL
o
H
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A COLLER INITIATIVE

Companies assessed in four categories across

KPIs & risk factors

No or limited disclosure and Basic management of the risk
commitments with limited detail

Some disclosure of
performance metrics

Moderate management of the
risk with more detail

BEST
PRACTICE

(NEW)

Basic performance targets

Moderate levels of disclosure
of performance metrics

Strong management of risk
with more detail

Limited geographical
application

Moderate performance targets

High levels of disclosure of
performance metrics

Near global application

Strong performance targets

Global application

Improving performance

34
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Cattle

FA:==

A COLLER INITIATIVE

Indicators for meat & dairy companies

Risk assessment incl. identification of high-risk
locations, data/methodology used

Time-bound zero deforestation/ conversion
target or commitment for high-risk areas

Data on sourcing/progress against target audited
by 3™ party

Risk assessment incl. identification of high-risk
locations, data/methodology used

Time-bound zero deforestation/ conversion
target or commitment for high-risk areas

Data on sourcing/progress against target audited
by 3™ party

Supplier engagement

Compliance monitoring

Traceability system with description of
technology/tools/data used

Disclosure of the % of soy procured that is
traceable back to country/sub-national region

Innovations to move towards more sustainable
feed sources

Compliance monitoring

Traceability system with description of
technology/tools/data used

Disclosure of the % of cattle procured that is
traceable back to farm level

Specific actions/projects to restore land or
forests

© 2020 FAIRR Initiative 35



Beef Lagging Behind Other Forest-Risk Commodities

Figure 13. Company commitments by commodity and content, and share of company
commitments that are robust, in percent

150 mm % that is robust
. Zero-defaorestation

Zero-net deforestation

120 —
Protects priority forests
Certification
90
54% are robust commitments
60
41%
30
20% 46%
0
Palm oil Soy Cattle Timber Paper

Note: Total number of companies with a commitment for each cormmeodity: Palm oil (126), Soy (39), Cattle (20),
Timber (36), and Paper (107). Commitments are defined as “robust” if they apply to all regions, all operations,
all suppliers, have a current deadline or at least 2025 or earlier, and specify milestones.

Source: Compiled by Climate Focus based on 2019 data provided by Global Canopy's Forest 500 Project.

Source: New York Declaration on Forests (2019) Available at: https://forestdeclaration.org/images/uploads/resource/2019NYDFReport.pdf



https://forestdeclaration.org/images/uploads/resource/2019NYDFReport.pdf

Average score (out of 100%) by risk factor
across regions

LATAM l. North E &
Brazil exc Asia Africa or Oceania urope

Brazil America Russia
GHG emissions - 26%

12% I 12% . 19% . 17% 23% - 28%
Deforestation &

L . 51% 22% I 5% 1% I 8% 28% 38%
biodiversity

scarcity
Waste & . 15% I?% l 14% I 12%
pollution

Antibiotics . 19% - 24% I 9% I 8% I 12% 34% 50%

l—'l
2
=

27% 8%

l_'l.

e
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Animal welfare 31% . 17% 7% . 18% 359 37% - 31%
Working 51% 32% . 23% 38% - 28% 399 44%
conditions
Food safety 49% 41% 44% 46% 48% 39% 53%
No. of companies 4 5 28 2 6 4 10
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Risk + Opportunity score

2019 Protein Producer Index
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Brazilian Beef Production

Modern beef production is unlike the vertically integrated
systems for pork and poultry.

In Brazil, where the cattle are predominantly pasture-
raised, cattle can move between indirect suppliers (ranch-to-
ranch transfers) throughout all production phases,

80

million Fheadf including breeding, rearing and fattening.
of cattle
processed
annually by

Fragmentation of the industry makes it hard for companies
three companies: to track and trace cattle as they move through the supply
JBS, Marfrig and

Minervas chain, and consequently act adequately on deforestation risk
in supply chains.

© 2020 FAIRR Initiative 39
A COLLER INITIATIVE

Source: Zero Deforestation Cattle ‘Complexities of the cattle supply chain’, (2015). Available at: http://www.zerodeforestationcattle.org/#/reading/ch5t:



http://www.zerodeforestationcattle.org/#/reading/ch5t1

How Beef Companies Are Performing On Deforestation Risk

* 10/16 beef producing companies have no or very limited
discussion of deforestation risks in their cattle supply chains

* 12/16 beef producing companies have no discussion at all of
how they are engaging suppliers on deforestation risks

*  Only 3 companies (JBS, Marfrig, Minerva) had set a time-
bound zero deforestation target for cattle in some sourcing
regions.

* 0 companies have set a target that applies to all cattle
products

e How can retailers meet zero deforestation commitments if
beef producers are not disclosing this information?

A COLLER INITIATIVE
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Regulatory Context: Why Private Sector Must Lead

Poor local law enforcement

In Brazil, monitoring deforestation under the current government is challenging with weak enforcement of forest laws encouraging further illegal land
conversion.

The situation is worsening under COVID-19. Satellite imagery has shown a 64% increase in deforestation in April 2020 compare with April 2019. NGOs
suggest that loggers and miners are becoming bolder due to reduced protection presence, following introduction of distancing rules.

Local policymaking is crucial to protect forests

The recent Provisional Measure, MP 910, allows deforesters who illegally occupied protected federal lands before December 2018 to purchase the
property at reduced prices, subject to certain conditions. This is seen as enabling and rewarding illegal land grabbers who seized protected lands from
indigenous tribes. MP 910 could result in more deforestation —up to 16,000 km2 by 2027.

An open letter signed by 41 corporations, industry bodies and investors asked Brazilian legislators to reconsider voting in favour of MP 910, now PL
2633/2020, in order to:

* protect the Amazon,
* meet the targets of the Paris Agreement and uphold indigenous communities’ rights.

The removal of the bill from the original voting programme on 20 May suggests that international pressure has had an impact.

© 2020 FAIRR Initiative 41
A COLLER INITIATIVE Sources:

NYDF Assessment Partners, 'Protecting and Restoring Forests: A Story of Large Commitments yet Limited Progress. New York Declaration on Forests Five-Year Assessment Report.', (2019). Available
at: https://forestdeclaration.org/images/uploads/resource/2019NYDFReport.pdf, p.50
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Metrics disclosed

SASB Metrics: progress and gaps - none on
deforestation

Metrics to disclose
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A COLLER INITIATIVE

Injury and fatality data

Corrective action rates associated with non-
conformances in food safety

Percentage of operations that has third-party farm
monitoring and auditing of welfare

Percentage of operations that has third-party farm
monitoring and auditing of welfare

Number of incidences of non-compliance with water
quality permits, standards, and regulations

Percentage of animals that received antibiotic
treatment

Information on product recalls
Percentage of supplier facilities certified by GFSI

Percentage of operations not in close confinement

Water risk assessment
Disclosure of water consumption

Manure disposal by destination
A wastewater discharge limit

Actions to reduce emissions from feed production,
manure management and/or enteric fermentation
CO2-equivalent emissions from agriculture in
Scope 1 or Scope 3
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Marfrig Transition Bond

MARFRIG’S TRANSITION BOND

A l()\\'-c-'ll"l)()ll transition or more ol th‘ same?

Marfrig instead could have focused on:

Rp— . " * incentivising their indirect suppliers to develop
g Trsesition Bordand hove csined o sty better farming practices and improvements to
i traceability monitoring

* designing a plan for sustainable operations in regions
other than the Amazon Biome

* providing data on manure management in their own
facilities and across the full cycle of cattle production

i CURRENT CREDIT RATINGS
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Additional Engagement Questions for Companies

* How does your company assess deforestation risks in its own cattle production and/or its cattle
supply chain? What methodologies are you using to do so?

 What are your cattle supplier requirements on deforestation? Are requirements the same for all
suppliers, in all regions (not just Amazon Biome)? How is compliance monitored, and what
action is taken when non-compliance is detected?

* How is your company working to increase traceability of its cattle supply? What percentage of
cattle in the company’s supply chain are traceable back to the farm level?
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Contact:

Commercial use of any of the material contained in this presentation, including any graphics or images, is prohibited without prior authorisation from FAIRR /

Jeremy Coller Foundation (“JCF”). This presentation may be copied (for internal distribution only) on the condition that copyright and source indications remain
intact and no modifications are made.
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