1 'y st ST M W
- ey Q@ Sl e
IUCN | s ) VEDO @ -

ONLINE TRAINING SERIES
BEEF PRODUCTION &
SUPPLY CHAINS

Part 2 — Actions in the supply
chain towards deforestation
and conversion-free portfolios

orld that values and conserves nature.




Welcome on behalf of the hosts

-
\v"
N

Mart van Kuijk " Marianne Hilders Sandra Mulder
VBDO anog'o} IUCN NL WWE-NL
ee
Shared Resources Joint Solutions Programme, @mwm ﬁ_':

together with the Ministry of Foreign Affairs of the Netherlands



Speakers part 1 (27 May)

Fabiana Arévalos & Araceli Duré Simon Hall Maria Lettini

Guyra Paraguay National Wildlife FAIRR
Federation / GRSB



SPEAKERS OF TODAY

Rachael Sherman
Director Global Sustainability,
McDonald’s Corporation, New York, USA

Bianca Nakamato
Conservation Analyst,
WWEF Brazil, Sao Paulo, BR

Each: 15 minutes presentation, 5 minutes Q&A
Afterwards: 30 minutes discussion



Some basic rules:

* Please put your microphone on mute

T g

Raise hand function

222 A *If you have a question:

0 Search

e use the “raise hand function” or e~ 0"

* post your question in the chat box or
* Use your voice

* Presentations will be recorded for internal use,
discussions are under Chatham House Rules



Who is participating?

Please write in the chat function:

1. Your name and organization

2. One new thing you did or learned
during the lock down? (e.g. being
a teacher for your kids?)




L
O_.
-..__- g = .

WEBINAR - PART 2

~P;.t |

'i‘lqmentmg commitments to conver on

free beef and soy sup -chains

‘ ;' .,

June 2020




WWF-Brazil is a non-profit, non-governmental Brazilian organization
working to change the current path of environmental degradation and
promote a future where society and nature live in harmony.

Created in 1996, WWF-Brazil is part of the WWF Network, present in
more than 100 countries.

e ® @ Partneships with civil society, . 22 years, 130 employees
e O

® private sector and government and +70 ongoing projects
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Who are we?


DEFORESTA

TION

BIODIVERSITY
LOSS

WATER SCARCITY
CLIMATE CHANGE
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Main biomes related to soy and beef production under pressure for convesion of natural vegetation in Brazil: Amazon, Cerrado and Pantanal. 


.

Deforestation and Conversion of Brazilian /¢

B . WWE
Amazon Biome has already lost 20% of its original Without receiving so much attention,
vegetation and deforestation is back on rise Cerrado has already lost over 50% of its
natural vegetation
Deforestation increment on Legal Amazon Conversion increment on Cerrado
o +30% between 2018 and Mo Tk 2k ey g Cervadohas already lost 50%
12.000 2019 - ofutyorﬂg/f/kubwew
g - g _____ ) 17.6K 17.6K
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source: TerraBrasilis-INPE Fonte: TerraBrasilis-INPE
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Deforestation occurred until May 13th of 2020 was 50% higher than deforestation in the same period of 2019. Considering the accumulated up to May 13th, deforestation in 2020 was 114% higher than the average of the last 10 years and 70% higher than the average of the last 3 years.


Development does NOT require deforestation

Arnazon Deforestation vs. Brazilian Beef Production
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» Deforestation decreased 80% since 2004
*  During the same period Beef and Soy production increased
» Deforestation back on the rise for 2015 (24%), 2016 (29%) and, 2018 (30%)

» Deforestation occurred until May 13th of 2020 was 50% higher than deforestation in the same period of 2019. Considering the accumulated up
to May 13th, deforestation in 2020 was 114% higher than the average of the last 10 years and 70% higher than the average of the last 3 years.
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But, to have development and to feed the world do not need more deforestation. Data show that while deforestation had decreased since 2014, the soy and beef production increased. The current numbers of deforestation keep us worried, it backed to rise and reached 30% higher compared to the last year.


Prevê-se que as mudanças climáticas reduzam a produtividade agrícola até 2050 em até 43% no Paraguai, 17% no Brasil e 11% na Argentina (ELAC, FAO, ALADI, & CELAC, 2016).


Beef in Brazil: a complex supply chain

| 162.53 million ha of pasture
Stocking capacity: 1.31 head/ha
Capacity: 1.06 All/ha

L
Live animal imports ) Herd | Live animal exports

29 head 8milionhead  ® 535,254 head

Carcass Average

Weight: 242.27 kg Real offtake: 20.9%

Apparent offtake: 20.51%
o ™ Feediots:
:‘!?:;;:‘;;‘;5 £3.3 million haad .00 milon ek
51.3%0-54.3% Al (12.6% of total slaughter)

Slaughter

'- Domestic Market
Beef production 8.01 million CWE
10,49 millon CWE ® (76.3% of production)
+ 47,000 OWE via imparts

Per capita consumption:
3B.37 Kg/year

EXPORTS (23.6%)
2,48 millkon CWE

82.07% Fresh 10.17% Processed T.76% Offals and others
2.04 million CWE 254,85 thousand CWE 194,85 thousand CWE

124 countries 113 countries 104 countries
China: 31,9006 LS: 38,03% Hong Kong: 61,7 1%
Hong Kong: 14,15% Eurcpean Union; 36,22% vory Coast: 5,79%
Egypt: 9,84% Jamakca: 2,33% Egypt: 5,78%
Chile: T,07% Canada: 2,01% European Union. 3,72%
Others: 37,00% Others 23,40% Others: 22 90%

Source Brazilian Beef Exporters Association
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Beef in Brazil: a complex supply chain

Tier 3 Supplier

_________________________________

Tier 2 Supplier Tier 1 Supplier

Rearing Finishing

Breeding Rearing Finishing

L.- ———

Rearing Finishing

Breeding Rearing Finishing

In Brazil, There’s no visibility, monitoring or transparency of beef value chain indirect suppliers (tier 2 or tier 3), which

aggravates deforestation and conversion of Biomes

Meatpacker

WWF
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fornecedores diretos são responsáveis por 41% do desmatamento 

Fornecedores Indiretos de Nível 1: estes são o último elo da cadeia de fornecimento antes do fornecedor direto do frigorífico, e são responsáveis por 48% do desmatamento detectado pelo Prodes1 


In Brazil, There’s no visibility, monitoring or transparency of beef value chain indirect suppliers, which aggravates deforestation and conversion:

Enables cattle laundering – a farm with deforestation sends cattle to a farm without deforestation, so the meatpackers don’t detect non-compliant farmers
Direct suppliers are responsible for ~41% of deforestation – 59% remais unknown to the value chain
Stablishment of sanctions to indirect suppliers – to eliminate deforestation completely from the livestock production
Lack of transparency – information regarding the indirect supplier is not publicly available
Lack of market demand – there’s no effective pressure/sanctions from the market
Lack of interest - companies understand monitoring indirect suppliers as an additional cost considering they’ve already internalized the direct supplier monitoring systems



Beef in Brazil: a complex supply chain

« Transparency —
information regarding the
indirect supplier is not
publicly available

« Market Demand —
there’s no effective
pressure/sanctions from
the market

» Interest - companies
understand monitoring
indirect suppliers as an
additional cost considering
they’ve already internalized
the direct supplier
monitoring systems

o Deforestation and

conversion from indirect
suppliers to remain
undetected

“Cattle laundering”,
leakage and triangulation
— farm with deforestation
and conversion transfers
cattle to a “clean”
(deforestation free) farm,
so the meatpackers don’t
detect non-compliant
farms

WWF



Presentator
Presentatienotities

fornecedores diretos são responsáveis por 41% do desmatamento 

Fornecedores Indiretos de Nível 1: estes são o último elo da cadeia de fornecimento antes do fornecedor direto do frigorífico, e são responsáveis por 48% do desmatamento detectado pelo Prodes1 


In Brazil, There’s no visibility, monitoring or transparency of beef value chain indirect suppliers, which aggravates deforestation and conversion:

Enables cattle laundering – a farm with deforestation sends cattle to a farm without deforestation, so the meatpackers don’t detect non-compliant farmers
Direct suppliers are responsible for ~41% of deforestation – 59% remais unknown to the value chain
Stablishment of sanctions to indirect suppliers – to eliminate deforestation completely from the livestock production
Lack of transparency – information regarding the indirect supplier is not publicly available
Lack of market demand – there’s no effective pressure/sanctions from the market
Lack of interest - companies understand monitoring indirect suppliers as an additional cost considering they’ve already internalized the direct supplier monitoring systems



Why should companies worry about deforestatiog;

d . ? WWF
dNa conversion:
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OUR proposal is to stimulate a value chain approach to
promote Deforestation / Conversion Free into the entire supply

WWF

chain
\ il B ‘
4\ A
!:hﬂ E RETAIL/

WHOSESALE

RESTAURANTS

o
R

O)}



Presentator
Presentatienotities
CFA proposes that the entire supply chain has to be involved working in collaboration applying actions in the same direction and finding shared solutions to solve complex problems. Once deforestation is a pre-competitive issue and many suppliers are the same for the demand companies, then working with a chain vision and engaging the most representative companies in the market, we will have as a result the market transformation.  Zero conversion as a standard, as the new business..


CFA - Collaboration for Forests and
Agriculture

Supports companies to align, develop, and implement deforestation-free
commitments by improving decision-support tools, enhancing information
transparency and unlocking financial incentives.

GORDON AND BETTY *

Tl’l , ™ l-.
teNature @) MOORE

FOUNDATION
WWF




The Accountability Framework ethical supply chain &

journey

01 Set Commitments 02 Take Action
Develop new commitments or Implement policies and practices to Monitor, document, and report on
refresh current commitments | fulfill commitments progress in a credible way

DCF
Operational
Guidance

Accountabil
@' Framework Ity mﬂ'

Click here for
AFi website!


https://accountability-framework.org/

Structure follows 5 Key Elements of Supply Chain
Management

e DCF Alignment

WWF

Monitoring, Verifying Risk Profile
and Reporting AR 000 0 A -

Supplier :
PP - % Internal Operations
Engagement Seeo , _-T
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In order to have a robust supply chain management, those 3 steps are applied in 5 key elements:
DCF Alignment: related to the commitment – is clear enough? Is publicly available? Considers all biomes? Has cut off date defined?
Risk Profile: how the company manages its risk exposure? Are there systems? Is known? How does it is managed?
Internal Operations: related to internal procedures and governance. Who/which department is in charge to lead this theme inside the company? Are all procedures recorded?
Supplier Engagement: is quite new for the majority of companies, is related to envolve the suppliers, to communicate in a transparent way the purchase polices and to develop, through programs and projects, their suppliers to achieve its zero-deforestation supply chain.
Monitoring, Verifying and Report: as the title says, it is related to how to communicate internally and externally the company’s performance in this journey.


.

Operational Guidance Proposal: three work stages - from
assessment to execution of an implementation plan.

CFA OPERATIONAL @
GUIDANCE THREE

STAGES 1 — Assess 2 - Plan 3 - Execute
g \= east
THREE
MATERIALS
Assessment/Summary Implementation Plan Technical References
of Results

These materials will allow responding to the demands of various stakeholders.



Presentator
Presentatienotities
CFA has a three steps approach: the first one is the assessment stage that will point the weakness in the supply chain management of the company. Then, the next one is regarding the planning that using the key findings of the first step will allow the company to build a robust action plan with short, mid and long term actions. With clear milestones and KPIs, the plan allows achieving zero conversion supply chain. And, finally, the execution, based on actions planned, the company will take action.
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The DCF Implementation Plan provides key actions and targets to achieve DCF Supply across all elements of supply chain management.  
The DCF Plan facilitates internal discussion as how to effectively achieve CDF supply in practice and serves as a model for reporting progress and performance against set goals
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How can Companies Report their Progress Towards D( W

ALINHAMENTO DCF

" PROGRESSO NAS ACOES CHAVE

BB a. Dafinir um estudo de caso sobre como o desmatamants & @ conversdo afetam as
jprioridades & a estrabigia do negdcio,

0 b. Desenvolver um compromisso de combate ao desmatamento e & conversio
capturado am uma poliica corporativa.

I . Estabelecer KPls (indicadores de parformance) mensurdveis o concretos para apoiar
0% COmpromissos de combate a0 desmatamento & & convwersio,

L

S

M W GOW  TSM roOm

MEDIA DO PROGRESSO

% dos animais adquiridos contemplada pelo compromisso de
combate ao desmatamento e & conversao:

We are building a platform!

ALINHAMENTO DCF

/” PROGRESSO NAS ACOES CHAVE

B a. Definir um estudo de caso sobre como o desmatamento e a conversao afetam as
prioridades @ a estratégia do negdcio,

paor| il 2023
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Principals atividades de destague do ultimeo
ano

- AAA < AAA
« BBB + BBB
- CcCC « CCC

Principais atividades planejadas para o ano

seguinte
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só para citar que está em desenvolvimento uma plataforma de transparência que as empresas poderão reportar sua performance e ações para ter cadeias livres de desmatamento que será lançada em Ago/2020. 


Sharing the Journey

May 28th, 2019 - 360° Supplier Management: Nov 215t, 2019 — Deforestation Free: how to tell our
how to be more efficient and sustainable advances to investors and clients

NOTE

Last Tuesday (May 28th), WWF-Brazil, with support of its strategic part-
ners and Gordon and Betty Mocre Foundation, held the event "360°
Supplier Management: how to be more efficient and sustainable”. &0
people were present, including 42 representatives of companies from
the entire Brazilian food chain, totaling 25 different organizations. The
objective of the event was to share cutcomes achieved by the Collab-
oration for Forest and Agriculture (CFA), in the implementation of zero
conversion commitments in the companies’ supply chain.
[ | — LA £

https://www.youtube.com/watch?v=Jb7I-2f 128&t=134s

WE ARE SHAPING IT UP

The warkshop “Deforestation Free - how to tell our advances ta
investors and clients” that happened on November, 21st, gathered
14 different companies engaged by WWF and its strategic partners.
Az an outcome, the attendees have recognzed the importance

of: reporting their progress towards a DCF supply chain, evaluated
by a reputable organization; giving transparency to information and
data, in different levels, for investors as well as the general public;
exchanging information, experience and know-how between CFA
Champion companies and consolidation the big numbers of the
sectoral work and progress made. For 2020, CFA's next steps are
addressing actively those important issues identified by our
Champion companies, expanding the role of Platforms such as
Instituto Food Service (IFB) and extending Carrefour and Grupo BIG
action as a CFA Hub, aiming also engage their suppliers in the DCF
supply chain for Brazil.

https://www.youtube.com/watch?v=TYFvuN9hKCo&t=8s
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In this collaborative way to work, CFA has been organizing meetings with all partners to promote positive exchange experience and to think together solutions that will solve common problems. Also, to stimulate collaboration among the chain, between supplier and buyers to work towards deforestation-free supply chains. Danone has been playing a Leadership role, inspiring others.

https://www.youtube.com/watch?v=Jb7I-2f_Iz8&t=134s
https://www.youtube.com/watch?v=TYFvuN9hKCo&t=8s

Why are companies joining?

Opportunity to
exchange
experience with
other companies
and share
learnings

Pressure to
communicate
how the
company is
combatting
deforestation

Structured way
to understand
“What do we
need to do?”

To demonstrate
world class
performance

Meet
Investor/custom
er pressure

Get traction
internally and
igelny
headquarters

=

WWF
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Why are companies joining? 
Structured way to understand “What do we need to do?”
Investor/customer pressure 
Get traction internally and from headquarters
To demonstrate world class performance
Pressure to communicate how the company is combatting deforestation



Takeaways «,w..ﬁ

Main bottlenecks for a Brazilian deforestation free beef supply chain:
1. Traceability

2. Implementation of commitments j|> Tra nsparency

There’s no immediate solution or tool to this complex issue: a journey is needed!

Increase demand for full traceability for beef supply chain and transparency to connect consumer and
producer in scale

Ask the right questions: CFA Operational Guidance for investors
Enforce deforestation and conversion-free requirements in financing policies

Demand companies to build action plans to meet the conversion-free goal and full disclosure of progress on
the implemented actions
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There’s no magical solution – tool – that will solve this complex issue 

Need to build a journey 

"Nós estamos começando a criar uma interface do OG para que investidores possam medir essa “jornada” das empresas em direção a cadeias livres de desmatamento, sinta-se convidado à nos ajudar a criar uma ferramenta útil para vocês." 
�Além disso, que o OG é tão bom que pode ser adaptado para os investidores e que nós estamos buscando parceiros para pilotar isso.

The Operational Guidance is a tool that can be adapted to this sector, being able to assist you to make the correct evaluation regarding the actions of meatpackers towards zero deforestation in the supply chain. 
The ones that are not yet CFA OG partners should be recomended to participate and join the effort. 
The operational guidance can be adapted to investors – and we are already advancing with some talks regarding a pilot. 

Já temos uma massa crítica de empresas que já estão aplicando o operational guidance oportunidade de fazer uma interface entre as empresas e os investidores 
É isso é o que o Brasil – gerando um volume de dados interessante, engajamento interessante e que poderia fazer uma interface dos investidores com os investidos 





Thank you!

togetherpossible

biancanakamato@wwf.org.br
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Thank you

mailto:biancanakamato@wwf.org.br

Questions to
Bianca?







Scale for Good: McDonald’s Brand Trust Strategy scaie ros

37,000 saurans
100+ counics

69 million 2.,
GEAR




THREE-LEGGED STOOL
The McDonald’s Business Model

franchisees suppliers

- :

¢

McDonald’s benefits from the McDonald’s suppliers are dedicated to
entrepreneurial spirit of local business highest levels of quality and safety.
owners as 86% of our restaurants
worldwide are owned and operated by
franchisees.
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Using our Scale for Good SCALE FOR
GOOD

GLOBAL -7

PRIORITIES

Animal Health & Welfare, Sustainable Sourcing Goals,

FOUNDATIONAL o Commitment on Forests, Human Rights & more...
PROGRAMS
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Driving Transformational Change — Key Activities

"= Beef + Forests — GRSB Goals
» Sharing Soy Calculator

= Support Jurisdictional Approaches

o (s GOOD -
Ppel “‘CDP . GTPS g%ss @ e [



Commodity Strategy - 2020
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Priority Biome/Region: ﬂ
Russia

Commodities:

- A =

South America
Priority Biome/Region:

0 ¢y TheCerrado and Amazon Rainforest in Brazil,
The Chaco in Argentinag and Paraguay, Colombia

Commodities:
Biaf, Zoy, Palm oll, Fiber and Goffes

e s
¢

i

Central America

Priority Blome[/Region:
Colombia, Costa Rica, Ecuador,
Guatemala, Honduras
Commadities:
Palm qil, Coffes

Asia
Priority Biome/Region:

-

N

Cambaodia, China, India, Indonesia, Laos, Malaysia,

Papua Mew Guinea, Thailand, Vietnam

Commeodities:
Falm oil, Fiber and Coffes

High Forest
Cover Country

\

Sourcing
Regions

Australia

Priority Biome/Region: -

[T be definad)

Commeodities:
Baaf
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Percentage of Supply Chain Verified Compliant with Our Commitment on Forests 2018

\, 9 0)

84% verified com pliant 7 2% verified compliant 100% verified compliant 97 % verified compliant 94 % verified compliant

Beef Soy used in Coffee Fiber

chicken feed

High risk not yot verifiod compliant
High risk varified compliant

*Covering low-risk supply and high-risk supply confirmed as in compliance with our commitment B Lowrisk



Drive
Transformational

Mapping against AFi and CFA

Supply Chain

Change

(i

01 Set Commitments 02 Take Action
Develop new commitments or Implement policies and practices to Monitor, document, and report on
refresh current commitments fulfill commitments progress in a credible way
Y\ 2014 (Y\ 2015-2019 Y\ 2019-2020
Progress in all 5 elements of the Guidance We are here
Most advanced company assessed by CFA to date
Poultry solid initial steps, less mature in application E %
Coffee, Fiber and Palm Oil performance determined by certification -
largely aligned with AFi. Opportunities to improve @ ;"
| | .

The OG Assessment shows the difference between McDonald’s
implementation and companies with nothing more than a policy

Remaining challenges require “market movements” that CFA can
support
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SCALE FOR

Lessons Learned GOOD

Local engagement and tailored solutions- not a one size fits all solution
Positive language supports engagement — priority vs. risk
It CAN be done — at scale and practical for business
Deforestation-free beef and sustainable beef are closely linked
Reporting continues to be a challenge - AFI, CFA, CDP can help here
Measuring a journey/supply chain activities is different than measuring outcomes
Ask the right questions:
Data to substantiate
No certification exists for deforestation-free beef

There is no zero risk






Questions to
Rachael?




=
=
7,
%
>
O
2,
o



oz, |
P e
# -
Mational Committes "‘. .‘J B D 0 ﬂ_,}
of Tha Netherlands )




SEE YOU NEXT TIME

June 24 - 15.30-17.00 CET : Part 3

Risk identification, tools and corporate engagement
- ACTIAM | From risks to investment decisions

—> UN PRI | Investor expectations on deforestation in cattle supply chains
Host: VBDO
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