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1. Assessment of Brazil’s rural policies

In recent years, Brazil's federal government hasngthened a series of agricultural public
policies and created several new ones, of majooitapce and impact. They are related to
land, the environment and infrastructure.

The core policies for Brazil’'s farming industry @amn credit lines and other policies to sup-
port domestic production. Under the ministries @fridulture and LivestockMinistério da
Agricultura e PecuariaMAPA) and Agrarian Development{nistério do Desenvolvimento
Agrario, MDA), those policies aim at two distinct segmeragribusiness, managed by the
former, and family-based farming, managed by tktera

Accounting for a sizeable share of the country’pats in the last decade, agribusiness has
received an increasing amount of resources fastaties of the production chain. According
to data provided by state banks (BNDES and BancBrdsil) — the main operators of credit
lines for Brazil’s agriculture — agribusinesseseieed 58 billionreaisin the 2007/08 harvest,
65 billion in 2008/09, 92.5 billion in 2009/10, a&@0 billion in 2010/11. On the other hand,
the 2010/11 harvest plan provided 16 billizais to family farming — 16% of the total
amount given to agribusiness — compared to 1hiiln 2009/10 and 13 billion in the previ-
ous harvests.

Data above show that public spending on agribusimes been disproportionately higher
than investments in family farming, especially adesng the number of rural establishments
in each segment. According to data from the la§i62Barming Censtisabout 4.3 million
rural establishments were classified as family-basieat is, 84.4%. However, they occupy

! Censo Agropecuério Brasileiro,
http://www.ibge.gov.br/home/estatistica/economiedpgcuaria/censoagro/2006/agropecuario.pdf



an area of 80.25 million hectares, that is, only3%él of the total area occupied by Brazilian
rural establishments. These data illustrate Bapirsistent land concentration.

Despite the historical alliance of President Luldorker's Party (PT) with social move-

ments struggling for land, land reform processes h@t touched Brazil's land structure in
this government: land concentration was maintain&drarian reform settlements were cre-
ated, but they were based mostly on purchased(laotdn expropriation of large estates, as
social movements want) and regularisation of laingady occupied by squatters and small
farmers in the Amazon region.

Another criticism made by social movements strugglior land is that many families in-
cluded in government’s records on settled farmersewnot really excluded from farming or
camped by the roads — the Movement of Landless|RM@kers (Movimento dos tra-
balhadores Rurais sem Terr®IST) estimates that 100 thousand families are wawing for

a piece of land. Of 574.6 thousand families that gbvernment claims to have settled be-
tween 2003 and 2009, 387.5 thousand (67%) aremwitie so-called Legal Amazon. Most
land ownership titles for areas already occupieddoyilies were granted in that region. In
2009, out of 55.4 thousand families settled, 3Bdisand (59%) were accommodated in par-
cels located in that regién

According to MST, during the eight years of the d.administration, the creation of settle-

ments followed palliative lines, ‘seeking to soigelated conflicts without establishing any

change to the land structure. That is why settlésmerere concentrated in Brazil's Northern

region, through ownership regularisation or usinglig land. The government has no policy

to face big landowners or a broad and massive Bafdrm programme. Those large proper-
ties linked to agribusinesses are gaining grounthénSouth and Southeast, increasing land
concentration (farming census)’

The MST also sees ‘no change in land concentratites during the Lula administration. A
dispute is under way between two models for aguical production in the country: agri-
business and small farming/Land Reform. The fedgmlernment prioritises the former,
which grows with the expansion of large estatesteartsnational companies over our territo-

ry’.

Strengthening agribusinesses over land reform igslicas been one of the main vectors for
rural conflict and violence. It is true that in thala administration, state repression against
social movements was lower than in the previous blomavever, in recent years, part of the
police repressive force resumed its truculencep@raged by the Judicial Power — the main
vector of the increasing criminalisation of socradvements.

According to annual reports Rural Conflicts (Caioi no Campo) released by the Land Pas-
toral Commission (Comissdo Pastoral da Terra, CBiE),general number of conflicts was
reduced from 2009 to 2010, but some individualaatbrs worsened. The study, which has
been conducted for over 25 years, is a nationalesuon land-related conflicts, murder of
rural workers and union leaders, death threatesaddrs, arrests of rural workers and leaders,
conflicts over water, slave labour cases and others

®Folha de SP, 12.02.2010
¥ MST note on government daat on settlements, Miww.mst.org.br/node/9097
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About 2009, the CPT states: ‘The increment in aonéind violence entered a disturbing na-
tional context of increasing criminalisation of danovements, both within the Judiciary
and in Parliament, and was highly amplified by thanstream media. In the Judiciary, the
President of the Federal Supreme Co&upgremo Tribunal FederalSTF) himself Gilmar
Mendes made the headlines. In early 2009, he adctie movements of illegal acts and
criticised the Federal Executive for acting illdgdly transferring public funds to those who,
he says, carry out such acts’.

‘Furthermore, over twenty bills and proposals fonttol were submitted to Parliament in

2009 that directly or indirectly criminalise movem struggling for land or intend to prevent

advancements in land-related policies. The firg isnConstitutional Amendment Proposition

361 of 2009, which would extend constitutional cetgmces on land policies to States, the
Federal District and Cities. Other bills proposansferring competences from the Federal
Government to Congress, such as that of expropgidéind for social interests or approving

land productivity indexes’.

As for rural violence figures, the CPT points oit84 cases of conflict in 2009 over 1,170 in
2008, with a sizeable increase in land-relatedlmsf 854 in 2009 to 751 in 2008. Regard-
ing violence, the number of murders fell from 28008 to 25 in 2009.

Other indicators, however, have increased expaantiaccording to the Commission. A
comparison between 2008 and 2009 shows: attemptedens, 44-62, respectively; death
threats, 90-143; and arrests, 168-204. But whiagaby shocking is the number of victims of
torture: 6 in 2008 and 71 in 2009. The number ofifi@s displaced from their land increased
from 1,841 to 1,884, and there was a significantmgin in families expelled from camps and
occupied lands: from 9,077 to 12,388 — a 36.5%¢c@mse. There have also been more houses
and small plantations destroyed. As for rural mai)i®,031 families were threatened by gun-
men in 2009, compared to 6,963 in 2008 — a 29. tyease.

In its 2010 partial report, CPT finds that conBidiave seen a general decrease, but those
related to water have grown, as well as violencéhenr Southern and Southeast regions of
Brazil.

Slave labour has been historically concentrate@xpanding agricultural frontiers in the

North and Northeast. It has now proliferated at ¢épgcentre of Brazil's agribusiness. In

2009, 134 cases were recorded involving 4,241 werkand 2,819 people were liberated. By
July 2010, 107 cases were found, involving 1,968wes, of which 1.668 were liberated.

In the Midwest, where soybean, sugarcane and cqitevail, there were 16 cases in 2009,
with 259 workers involved and liberated. In thestfihalf of 2010, there were 21 cases, with
526 workers liberated. The state of Goias standshaving passed from 6 to 13 cases, and
from 259 to 490 workers liberated.

In the Southeast, all states presented slave laiases went from 13 to 16, but with a sig-
nificantly lower number of workers liberated (1,2662009 and 268 in 2010).



All southern states have also shown cases of sédcaur: 12 in 2009, and 8 by July 2010.
Despite the decrease, the number of workers libéraas increased nearly threefold: 112 to
319. The main states are Rio Grande do Sul anch&zatarina. The former went from 1 case
in 2009, with 4 workers involved and liberated tadgses in 2010, with 29 workers involved
and liberated. Santa Catarina went from 3 cas@9@9 to 5 in 2010, with a significant in-
crease in the number of workers involved and liteeta38 to 223. Data on 2010 will be con-
solidated in early 2011

Land regularisation and changes in environmentaies

In June 2009, Provisional Measure 458 was signtxdlaw by the Federal Government. It
provided for land regularisation in the Legal Amaziy granting ownership titles (on illegal-
ly occupied public land) to properties up to 1.6ubkand hectares necessarily occupied by
December ¥, 2004. The measure was harshly criticised by sooiwements, environmental
NGOs, federal prosecutors and segments of the gmesnt itself (such as the Ministry of the
Environment), which see it as legalising land-gragb

To establish land regularisation of about 67.4 ionllhectares of public land in the Legal
Amazon, the government created progranirega Legal linked to the National Institute for
Colonisation and Agrarian Reforninétituto Nacional de Colonizacdo e Reforma Agraria
INCRA). According to the programme’s rules, ownefgroperties with up to 1 fiscal mod-
ule, that is, about 100 hectares, will receiverttad free of charge. The remaining squatters
(with parcels measuring up to 400 hectares, and #060 to 1.5 thousand hectares) can pur-
chase their land with discounts that might reac¥ 80

According toTerra Legals rules, squatters who receive medium-size paaagissell them to
third parties after three years. In mid-2010, fatlerosecutors challenged that procedure for
the first time, saying that it could encourage regiatting despite the rule’s restricting land
regularisation to land occupied prior to 2004. parsecutors, if the squatter selling a parcel
obtained through the regularisation process fargsriwell below market values, after three
years the land will have increased its value —xakent deal for those who grabbed union’s
areas or for those who intend to do it.

Such cases would be taking place in the state acizamas, where squatters with 500 hectares
would be increasing illegal occupied land to 1 &uand hectares, as denounced by the NGO
Imazon. The organisation also sees a possible ctionebetween the perspective of land
regularisation by land-grabbers and deforestatiaine Amazon — which helps to consolidate
occupied land

Yet another measure — still under discussion — pvaposed to the government by the so-
called ruralist parliamentary group and will havenajor impact on the environment and the
country’s production structure: the review of thedst Code. That is a set of laws that regu-
lates the duties of rural estates regarding enmemntal conservation. Nowadays, the Code
mandates that estates keep a certain amount @enatgetation as a Legal Reserve (in the
Amazon, that Reserve is 80% of the area, for itgfant established a series of areas as

* Data by Repoérter Brasil, CPT and Ministry of Laband Employment.
® Paulo Barreto, Imazohttp://amazoniasustentavel.wordpress.com/2010/05U6a-sabia-programa-terra-
legal-incentiva-mais-ocupacoes-de-terras-publiGaamazonia/
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permanent preservation areas (which cannot be estéal) and penalties to environmental
crimes.

The new Forest Code was approved this year atédergl Chamber’'s Environmental Com-
mission, but it still has to pass in Congress amgigned into law by the federal Government.
Ruralists’ propositions would enact changes as:

1) Reduction of Permanent Protection Areas (PP#duding gallery forests, mountain tops
and sides, water sources and water springs’ sullings, etc). Article 3 reduces mandatory
PPA strips and its paragraph 1 allows states aed~#dderal District to increase or reduce
them by up to 50%.

2) Reduction of the Legal Reserve (LR): a) It cdmtlee mandatory Legal Reserve in all ru-
ral estates with up to 4 fiscal modules (about H@Ctares); b) Areas of 4 fiscal modules are
excluded from Legal Reserves in rural estates abimtdimit — which means a similar reduc-

tion in the LR of each rural estate; c) It allowg inclusion of PPAs in the LR (article 16) —

another reduction in the LR of up to the area efRPA in question.

3) Transfer of legislative competence from the @@rdovernment to states and the Federal
District: they will be able to increase or redube taforementioned PPAs (Article 3, para-
graph 1);

4) It pardons owners or persons legally in chargproperties for environmental liabilities
regarding PPAs and LRs found until July 22, 20G8dle 27). It cancels fines and allows the
owner to keep exploiting the PPA and LR as longl@®restation took place prior to that
deadline. That equals a generalised reward toulaejes.

According to the press, the number of deforestatequests, as well as criminal burning
rates, increased enormously after parliament digghéthat changes could be made to the For-
est Code. Even though the most controversial paihtse new Forest Code might be vetoed
by the government, environmental crimes committgcagribusiness are very likely to in-
crease.

The post-election scenario

It is still not possible to know the relationshipat the government of Dilma Rousseff (PT),
President Lula’s candidate elected in a seconddomrthe 2010 presidential election, will
have to agribusiness and family farming segmemis 2011 on. But voters have sent a very
clear message to the prior and the current govertenkeoth run by PT.

As published by the newspap#alor Econémic in the first round (when Green Party’s
candidate Marina Silva was still running), not evlea relative improvement in infrastructure
and logistics in states that are major agricultprabucers, the renegotiation of their debts, or
the aggressive subsidy policy by President Luizim&ula da Silva were enough to soften
rural rejection to his candidate, former ministéinia Rousseff.

&Beneficiados por Lula, ruralistas rejeitam Dilma(.07.2010



Together, 62.6% of Brazil's granary regions votgdiast PT's candidate: the states of Mato
Grosso, Mato Grosso do Sul, Rondbnia, Parana, anthatarina, where Rousseff lost in
the first round, as well as Goias and Rio Grand&udlp where she won for a difference be-
low the national average, and the state of SaooPaul

In the second round, the vote followed similar $inBilma Rousseff lost in Rio Grande do
Sul, Parana, Santa Catarina, Sao Paulo, Espinittw Saoias, Mato Grosso, Mato Grosso do
Sul, Rondénia, Acre, and Roraima. Rio Grande dq Bafang, Santa Catarina, Sdo Paulo,
Goias, Mato Grosso, and Mato Grosso do Sul acdogether for over 70% of Brazil's pro-
duction of sugarcane, meat, orange juice, texbie$, and grains.

In turn, most social movements and organisationkiwg with rural, environmental and hu-
man rights issues openly endorsed Rousseff. Sewéitilem were directly engaged in her
campaign, such as MST and Via Campesina.

In the days after she was elected, Rousseff mad®monent that could signal which sort of
relationship she will have with the ruralists ~which she reached out several times during
the campaign. But in her first press conference, sid that during her term in office, ‘the
MST will not be treated as a police issue’ and gted shall review land productivity indexes
(indicators used to assess whether or not landodugtive and if it can be expropriated for
land reform purposes). Current indexes date froblthd their update — promised by Presi-
dent Lula — is one of the core demands of socialenments.

In December, when Wagner Rossi (PMDB) was confirteecontinue as head of the Minis-
try of Agriculture, the scenario changed. Rosgil $a does not intend to review productivity
indexes, arguing that there is enough land for lafiokm. As a sugarcane producer and cattle
farmer in Ribeirdo Preto, the main sugarcane hubenstate of S&o Paulo, the minister is a
strong advocate of Brazilian ethanol.

The appointed Minister of Agrarian Development feAso Florence (PT-Bahia), a historical
ally of Bahia governor Jaques Wagner and a menfieT's internal group Socialist Democ-
racy — the same group that has been running the Bibée the beginning of the Lula admin-
istration. A congressman elected with over 143 slaod votes, Florence challenged the Min-
ister of Agriculture Wagner Rossi’s advocacy oftieguishing’ productivity indexes. He has
a history of involvement with social causes andligts antislave struggles. He was Bahia’s
State Secretary for Urban Development under Govedaoques Wagner, when he headed
housing programme€asa da Genteand worked in programmi&gua para Todo# the state.
He also serves as director of the Centre for AfagtErn StudiesQentro de Estudos Afro-
Orientais CEAQO), where he was a researcher for 18 yearsa Asrvant at Bahia Federal
University, Afonso Florence has been deeply invdlirelabour union organisation and aca-
demic life.



2. Soybean in the Amazon

Soybean production, the main crop in the Cerradbtla@ Southern region of Brazil, has been
expanding into Amazon states as new frontiers gened and transport infrastructure be-
comes available.

Soybean'’s historical series in the Amazon

Soybean in the legal Amazon
Historical series of plantation area (thousand faeb)
2005/06-2009/10 Harvests
State 2005/06| 2006/07 2007/08 2008/09 2009{10
Roraima 10.0 5.5 15.0 8.0 1.4
Rondbnia 106.4 90.4 99.8 106.( 122.8
Acre - - - - -
Amazonas 1.9 - - - -
Amapa - - - - -
Para 79.7 47.0 71.1 72.2 86.9
Tocantins 309.5 267.7 331.6 311.4 3643
Maranhéo 382.5 384.4 421.5 387.4 502)1
Mato Grosso | 6,196.4 5,1248 56750 5,828.20 65234.
BRAZIL 22.749,4 | 20.686,8] 21.313,1 21.743|]1 23.467,0

Source: CONAB

Having historically come after deforestation by lien and cattle industries, soybean planta-
tions in states with higher Amazon forest densitich as Para, Rondénia, and northern Mato
Grosso, have been under increasing pressure byoamental organisations and federal
prosecutors because of its involvement with defates of native vegetation.

Phillip Fearnside, a researcher with the Natiomatilute for Amazon Researchngtituto
Nacional de Pesquisa da AmazQ@nridPA), says that in early 2000 ‘soybean expandgdd-

ly in Brazilian Amazon as a combined result of hpgttes and indirect government subsidies
granted in several ways, including major publicrefpeg on transport and waterway struc-
ture. After a reduction break in 2005 and 2006¢ewiincreased again after 2007. Soybean-
related infrastructure works that are ready or umdastruction include the waterway of the
Madeira River, the Itacoatiara grain terminal, pafrthe North-South Railway and the BR-
333 federal road connecting Maranh&o to Minas Geriojects for future construction in-
clude the waterways Araguaia-Tocantins, Teles Fliegmjos, Rio Capim, Paraguai-Parana
(‘The Pantanal Waterway’), the North-South RailwAnapolis-Acailandia), Ferronorte (the
railway linking Uberaba and Santa Fé do Sul to &fil, and then to Porto Velho), the con-
struction of a waterway through the proposed damthé Madeira river leading to Mato
Grosso and Bolivia via the Mamoré and Guaporé sivpavement of the Cuiaba-Santarém



road (BR-163 federal road) and construction of iftadRoad’, linking Brazil’s Atlantic
Coast to the Pacific, at the other side of Soutrefica”.

In 2006, a Greenpeace report on the impacts ofesoylon the Amazon (‘Eating the Ama-

zon’) encouraged the creation of a pact among smliety organisations, producers’ repre-
sentatives and, later, the Ministry of the Envir@mi The so-called Soybean Moratorium is
an agreement signed between environmental orgamisathe federal government and pro-

ducers that provides for economic sanctions toewilso plant soybean in deforested areas
within the biome after 2006. It also includes samms to soybean farmers who commit de-
forestation and slave labour crimes in that bioFmur years later, its results are questiona-
ble, since 2010 saw major increase in the numbeareds planted with soybean on lands
which had been recently deforested.

Deforestation in Mato Grosso, Par4, and Rondonia

In 2010, the states of Mato Grosso and Para wemnpions of deforestation and burnings in
the Amazon. Most fires were recorded in the forstate, according to the Burning Databank
of National Institute for Space Researtfis{ituto Nacional de Pesquisas EspacidiSPE),
with 63,148 fire seats. Para comes second withl&7seats. The two states are also defor-
estation leaders according to INPE’s System forlfRee Detection of Deforestatiorsiste-
ma de Deteccdo de Desmatamento em Tempo BEAER), with 308.2 km? and 232.7 km?
deforested, respectively.

The state of Ronddnia deforested 30.5 kmz2, andaipstal Porto Velho is the leader in fires
since the beginning of the year 2010- over 3,0@0d®eats. The city has also been among the
three largest deforesters in the Amazon this yearording to regularly published Deter re-
ports.

Soybean in deforested areas

In the 2009-2010 harvest, the area planted witlbsay in the states of Mato Grosso, Para
and Rondonia equals 0.25% of all the area defatastéhat region. According to data from
the Working Group that monitors the Soybean Morator which includes segments of pro-
cessing industries, exporters and civil societyaargations, soybean plantations were found
on 6,300 hectares of the 302,149 hectares monitored

According to the final report, in 2009 soybean émted in ten properties with deforesta-
tion in Mato Grosso — an area of 1,384 hectare20l0, 57 properties were found with soy-
bean in deforested areas, totalling 4.6 thousamtates in the towns of Comodoro, Feliz
Natal, Gaucha do Norte, Itanhangd, Lucas do Rial&,eXova Maringa, Nova Ubirata, Porto
dos Gauchos, Queréncia, Santa Carmem, Sinop, Gofiabapord, Tapurah, Unido do Sul,
and Vera.

The Moratorium shows two properties in deforestes in Para in 2009, covering 360 hec-
tares. In 2010, 18 properties were detected wighhean in recently deforested areas — a total
of 1.5 hectares in the towns of Dom Eliseu, Samarélianépolis, and Paragominas. No

" O cultivo da soja como ameaca para 0 meio ambiengmazonia brasileira -
http://philip.inpa.gov.br/publ_livres/2006/Soja-Armia%20500%20anos.pdf
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soybean plantation has been found in Rondbéniacentty deforested areas in 2009. In 2010,
one property was detected with 19.16 hectareslimeyia.

3. Soybean’s socio-environmental impacts in Mato Gross

Mato Grosso, Brazil's third largest state (906,882, 10.59% of the country) and one of the
nine states included in the Legal Amazon, has afshiree main ecosystems that distinguish
it from the others: in the south, the Pantanal,vibed’s largest floodplains (10% of the ar-
ea); the Cerrado, the so-called Brazilian savar(d8Po); and forests (50% of the area, in-
cluding the Amazon Forest and transitional vegetakbietween the Cerrado and the Amazon
in the Midwest. According to the Brazilian Instieubf Geography and Statistickgtituto
Brasileiro de Geografia e EstatisticBBGE), the state has 12 towns that are totaltyuided

in the Amazon biome and 24 that are partially witihi- the others are mostly in the Cerrado
and Pantanal areas.

Mato Grosso is Brazil's largest soybean producer used over 6.2 million hectares for it in
the 2010/11 harvest, which started to be plantethénsecond half of 2010. Expansion of
plantations, however, comes at a high environmgmteé. Soybean has been one of the core
deforestation vectors in the Cerrado (which losf088.87 km2 of native vegetation from
2002 to 2008 to soybean, sugarcane, cattle, alyl ttdaas also expanded over recent defor-
estation areas in the Amazon biome, despite effuth as the Soybean Moratorium.

According to Greenpeace, one of the organisatibasgroposed the agreement, such growth
is partly due to the production cycle of deforesteelas in the Amazon. Improper for imme-

diate plantations of soybean, deforested landsflffiused to plant rice and corn — crops that
‘soften’ soils — and only in a later stage soybisaplanted. Therefore, only last year soybean
started to be planted in land deforested after 20@8eby increasing the number of proper-
ties breaking the Moratorium.

In the 2008/2009 harvest tracking in Mato Grossxyybsan plantations were found in 10
properties with deforestation, over 1,384 hectahe2010, 57 properties were found with
soybean over deforested areas, totalling 4.6 tmmlbactares in Comodoro, Feliz Natal, Ga-
ucha do Norte, Itanhanga, Lucas do Rio Verde, NM&enga, Nova Ubiratd, Porto dos Gau-
chos, Queréncia, Santa Carmem, Sinop, Sorriso,pbadaTapurah, Unido do Sul, and Vera.

According to IBGE, the state of Mato Grosso haso#ins partially or totally within the Am-
azon biome, with over 5 thousand hectares of soylssashown in the table on the following

page.
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Towns in Mato Grosso with over 5 thousand hectaresf soybear (Source: IBGE)

Town

Within the Amazon

Soybean area in

Soybean area in

biome hectares — 2009 hectares — 2010

Alto Paraguai Partially 6,500 6,500

Bom Jesus do Araguaia Partially 39,900 42,675
Brasnorte Partially 146,440 149,000
Céceres Partially 4,078 5,000

Campo Novo do Parecis Partially 311,500 315,000
Campos de Julio Partially 181,193 192,000
Canarana Partially 90,230 100,000
Claudia Totally 28,000 32,000
Comodoro Partially 34,000 34,000
Diamantino Partially 279,119 279,120
Feliz Natal Partially 42,000 28,000
Gaulcha do Norte Partially 60,000 71,450
Ipiranga do Norte Partially 161,250 171,250
Itanhanga Totally 46,000 46,000
Italba Totally 16,800 16,800
Lucas do Rio Verde Partially 223,500 225,300
Nortelandia Partially 13,500 15,000
Nova Canaa do Norte Totally 4,500 4,500

Nova Marilandia Totally 6,500 6,500

Nova Maringa Partially 93,666 100,000
Nova Mutum Partially 330,000 335,000
Nova Ubirata Partially 240,000 250,000
Paranatinga Partially 70,700 65,000
Pontes e Lacerda Partially 6,500 7,300

Porto Alegre do Norte Partially 5,760 5,760

Porto dos Gauchos Totally 7,550 7,550

Queréncia Totally 180,600 198,286
Ribeirdo Cascalheira Partially 9,000 14,220
Santa Carmem Totally 50,000 55,000
Sao Félix do Araguaia Partially 22,935 22,935
Sao José do Rio Claro Partially 85,420 90,000
Sao José do Xingu Totally 18,000 18,000
Sinop Totally 105,000 105,000
Sorriso Partially 590,000 590,000
Tabapora Totally 82,000 82,000
Tangara da Serra Partially 49,648 52,500
Tapurah Partially 114,714 120,000
Unido do Sul Totally 6,000 6,000

Vera Partially 110,000 110,000
Vila Bela da Santissima Trindade Partially 7,400 7,400
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Seven towns in the table are included in the lighe largest Amazon deforesters monitored
until July 2010 by NGO Imazon: Sdo José do Xingithve8 knf deforested, Porto dos
Galchos, 18 ki Nova Ubirata, 13 ki Nova Maring4, 6 k) Queréncia, 6 ki Brasnorte,

3 kn?, and Gatcha do Norte, with 1 keeforested.

Despite the large amount of funds given to agrifeesss by state sources, economic analysts
believe that major soybean enterprises (internati@md national trading companies) ac-
counted for the funding of about 60% of Mato Grésgantations in the last harvest. That
is, they signed contracts for advanced producthage on estimated 3.36 million hectares,
which yielded 10.59 million tons.

Those companies certainly play an increasingly irgm role in driving soybean expansion
in the state, but in the case of Mato Grosso -eufitly from Para — it is not possible to es-
tablish a direct relationship between their presesrtd environmental crimes in soybean are-
as. It must be noted, however, that major operaibtbe soybean market are present in at
least five of the seven towns with serious defatesh problems, such as ADM, Amaggi,
Bunge, Caramuru (it exports to the Netherlandsygi@aThe Netherlands), Fiagril, Erai
Maggi, and Louis Dreyfus. One or more of those canmgs are also present in at least 24
towns that are totally or partially within the Antazbiome, as shown in the table on the next

page.
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Companies in towns totally or partially located witin the Amazon biome

, . L . . Louis
ADM Amaggi Bunge | Caramuru| Cargill |Fiagril [Erai Maggi Dreyfuss
Campo Bom Jesus Bom Je- | Ipirangal Bom Jesus
Novo do | Brasnorte| do Ara- | Canaranal sus do |do Nor- .| Canarana
) : : do Araguaia
Parecis guaia Araguaia te
Campo Campo | Lucas
Diamanting Novo do | Brasnorte| Queréncia Novo do | do Rio | Canarana| Diamantin
Parecis Parecis | Verde
, . Campo .
Ipiranga do Cam,p_os de Novo do Camp(_)s Diamantino Ipiranga do
Norte Julio . de Julio Norte
Parecis
Lucas do Diamantina Campos de Canarana Séo José dp
Rio Verde Julio Rio Claro
Nova Mu- | Ipiranga da Canarana Comodofo
tum Norte
Nova Ubi- | Lucas do Diamantina Gaucha
rata Rio Verde do Norte
Queréncia Nova Mu- | Ipiranga dg Lucas do
tum Norte Rio Verde
Sé&o José doQueréncia Lucas do Nova Mu-
Rio Claro Rio Verde tum
. . Nova Mu- A
Sinop Sinop tum Queréncig
Sorriso Sorriso . Sao José
Paranatinga .
do Xingu
Porto Ale-
Tapurah Tapurah|gre do Nor- Sinop
te
Queréncia Sorriso
Sao Félix .
d i Tangara
o Ara
: da Serra
guaia
Sé&o José do
Rio Claro
Sorriso
Tangara da
Serra
Tapurah
Source: Sema MT
Slave labour

Given the profile of Brazilian soybean — mechanip&htations, low labour intensity — the
segment has not presented many cases of slaver|aideast in comparison to other seg-
ments like cattle and sugarcane. In 2008 and 2f0@@,cases were found in Mato Grosso’s
properties (data on 2010 have not been releasdldebyinistry of Labour and employment,
in charge of fighting slave labour crimes).
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Slave labour in Mato Grosso — 2008 e 2009

Town Farm owner Name or Workers Activity
Year farm liberated
Gerson
Biancon Colorado || Root collecH
Nova Canad taxpayer Operation 11 tion/Soybea
2009 do Norte | registration: 7p8/2009 plantation
975.233.991
34
José Maria
Bortoli e Vale do Rio
outros Verde Soybean an
2008 Tapurah taxpayer 0 . 41
: N peration cotton
registration: 01/2008
314.622.510
72
Sadi Zanattg . .
Ipiranga do CPE: OCurltltpa 3 t50|Ilgret|3ara-
2008 Norte  |307.640.330{ Lo auon lon/Sg/bear
34 91/2008 plantation
José Ricardg Ribeirdo
Selmi Guiss| Bonito Bovine cat-
Ribeirdo taxpayer | (Gleba Gro- 4 tle/soybean
2008 Cascalheira| registration: tao) and corn
125.666.648; Operation production
38 95/2008
Source: MPT

One of the main efforts to fight slave labour, foteted and implemented by Reporter Brasil
and others, is the National Pact for the EradicatibSlave Labour. It is an agreement signed
by several companies committed to not purchasingymts from enterprises included in the
‘Dirty List’ (the federal government’s record of tegpreneurs caught in the act using slave
labour). Companies like ADM, Cargill, Bunge and &auru have signed the pact.

Another agreement that prevents the purchase diesmyfrom producers included in the
Dirty List is the Soybean Moratorium, signed by ADKmMaggi, Bunge, Cargill, and Louis
Dreyfus. According to a Reporter Brasil survey, bBoer, two companies that signed the
Moratorium have made purchases from farmers whd skeve labour in 2010. Between Au-
gust and December 2009, tAenaggi unit in Ipiranga do Norte (MT) purchased soybean
from Olavo Demari Webber, whose name is includethen‘dirty list’ of slave labour after
the liberation of 14 workers from the Boa Sorterkram Porto dos Gauchos (MTQargill, in
turn, bought the production of the same farmehadecond half of 2009 and in the first half
of 2010.
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In April 2010, the federal court in Mato Grossodiiy indicted farmer Erai Maggi, consid-
ered Brazil's largest soybean producer, for thenerof using slave labour. The ‘Soybean
king’, as he is known, was denounced in April 209%ederal prosecutors for submitting 41
workers to conditions analogue to slavery. Workeese liberated at the farm located in Ta-
purah, Mato Grosso, in January 2008, by the MiniefrEmployment and Labour’'s Mobile
Group against Slave Labour.

The indigenous issue

At least 30 of the 78 Indigenous Lands (ILs) lodate Mato Grosso (the state with most in-
digenous ethnic groups and lands in Brazil), acatied in towns with over 10 thousand hec-
tares of soybean plantations.

Particularly regarding Indigenous Lands, soybeanhea an impact on several communities
in a variety of ways. There are cases, such aMtraiwatsede IT in Alto da Boa Vista and
Bom Jesus do Araguaia (the focus of a study inrdpsrt), belonging to the Xavante, where
soybean has invaded the Indians’ land and hashiedankings of fines for deforestation in
the region. In the case of Sangradouro IT, in {atso of the Xavante), located in the town of
Poxoréo, invasions of the indigenoarea are small but permanent, as denounced by the
Missionary Indian CouncilGonselho Indigenista Missionari«IMI). According to Father
Luis Silva Leal, who lives in the area, soybeam@ns, besides incorporating small 10-20-
hectar portions of indigenous lands to their faguery year, have made several attempts to
lease larger parts of indigenous areas. ‘The &tihg attempt took place in 2009, but the
Xavante eventually ended up pulling out. They asemajor farmers and they are afraid of
being exploited?, Leal explains.

As for the environmental issue, the priest repthrés the Sangradouro IT has preserved forest
areas, which allow the Xavante to keep minimum lkeweé hunting and fishing activities.
‘But the surroundings of the area have all beerasgiated. With the early rains of the year,
poison used by soybean farmers has been contangraters like Sangradouro, Agua Azul,
and Pindaiba, which get covered by dead fish’, &ags. Finally, he points out that the Volta
Grande indigenous village still experiences a ldispute with soybean farmers and occupies
only 11 thousand of the 33 thousand hectares tigihally belonged to the Indians. ‘There
is an area under legal dispute. There, farmerd glaybean and eventually pay some money
to the Indians, who accept it in order to avoidenapnflicts’.

8 Impactos da soja sobre Terras Indigenas no edtatato Grosso - Centro de Monitoramento de Agrocom
bustiveis, Reporter Brasil, Julho de 2010 -
http://www.reporterbrasil.org.br/documentos/indigensoja_MT.pdf
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Other ethnic groups, such as the Paresi, Iranbha Nambikwara, chose to establish partner-
ships with farmers, raising a complex legal deloasi¢he legality of the agreement and caus-
ing several impacts on indigenous groups and psople

The close relationship to farmers gave the Paresivledge of production processes and
western economy that eventually reproduced a cedass division within their communi-
ties, with few benefiting from much and many betiedi from little, says André Lopes, an
Indian expert working with Operation Native Amaz@peracdo Amazoénia Natiy®PAN).
The institution quit its work with the group in 200when the first agreements were signed
with the farmers. According to Lopes, the samerditthappen to the Manoki, whose adop-
tion of the capitalist model for soybean productisnindeed an income source, but, among
other reasons, took place as some sort of defagaiest discrimination and prejudice from
part of non-indigenous society and its recurrestalirse that it was ‘too much land for too
few Indians’ or ‘why giving so much land to Indiaifshey do nothing with it.’

What starts to take place in villages is a majquant that soybean brings with its production
and consumption model. In that asymmetrical powtationship with the ‘soybean society’,

how do you start building their future perspectjwegir ‘people project'? There is an internal
concern with the effect that this might have onrnbe generations. Income, if it's not in ac-

17



cordance to local patterns of social division, miglersen internal conflicts of a community
or create new social tensions’, wonders Lopes.

The Maraiwatsede Indian Territory, in turn, whickldngs to the Akwe-Xavante, was ho-

mologated by the federal government in 1998 with t®usand hectares, but remains with
90% of its territory illegally occupied by farmesgad non-indigenous squatters, mostly cattle
farmers and soybean and rice producers. Thosategiaccount for one of the largest defor-
estations in protected areas in Mato Grosso: 45%ahiwatsede’s native forest have been
destroyed, as pointed out by the 2010 Report ofSpecial Areas Monitoring Programme

(Programa de Monitoramento de Areas Especi#isoAE), under the Amazon Protection

System Sistema de Protecdo da AmazQi8dPAM).

In the latest survey on irregular occupation at Meraiwatsede IT, FUNAI listed some 70
larger farms, including properties belonging tor§mnalities’ such asldecides Milhomem
de Ciqueira, mayor of Alto da Boa Vista, and hithleo Antonio Milhomem de Ciqueira; two
of the towns’ former mayors Mario Cesar Barbosa@adsimar Dias de Oliveira; the mayor
of S&o Félix do Araguaia, Filemon Gomes Costa Linop&\lto da Boa Vista’'s town coun-
cillor Raimundo Carlos Alves and former councili@arindo Barbosa da Silva.

According to FUNAI, IBAMA and Federal Prosecutaitsere are two major soybean areas at
Maraiwatsede: the Conquista farm, belonging to @anir Guareschi (who died in a plane
crash last July 18) and the Colombo farm, of AmtdPeénasso — known as Branco.

In May 2008, Guareschi was fined by IBAMA for ‘cteeut deforestation of 4 thousand hec-
tares of forest considered of permanent preservéto being indigenous land (the Ma-

18



raiwatsede Indigenous Territory)’. The area was amgded and the farm owner was con-
demned to paying 2 million®aisin fines. His nhame was also included in the listh@ one
hundred largest deforesters in Brazil in 2008,as¢el by the Ministry of the Environment.

In spite of the embargo, soybean plantations atGbaquista farm went on during the
2008/2009 and 2009/2010 harvests. In July 2009 MBAnotified farmer Claudemir Gua-
reschi once again, now for breaking the embargd@pnl 2010, the second notification was
applied for the same offence, this time with pracapprehension.

Antonio Penasso, owner of the Colombo farm, wasditwice by IBAMA — in October
2008, when the agency found environmental crimessisting of preventing native forest’s
natural regeneration on an area of 1,571.20 hextithin the Maraiwatsede TI', and in Sep-
tember 2004, when 2 thousand hectares were emiaafgodliegal use of fire (burning to
clean the area). Likewise, Penasso, in whose fybean continued to be planted, was
again fined for breaking the embargo, also suftearPublic Civil Lawsuit by federal prose-
cutors and having the Colombo farm’s productionrappended.

By late March 2010, IBAMA and Federal Police stdreesearch and seizure operation over
illegally planted soybean in areas embargoed feirenmental crimes in the town of Alto da
Boa Vista — the so-called Pirate Soy Operation & sgized about 15 thousand tons of the
grain planted in the farms of Claudemir Guaresali Antonio Penasso.

According to IBAMA, of those 15 thousand tons of/llsean seized, 2.4 thousand tons had
been produced at Claudemir Guareschi’'s Conquista &énd 2.52 thousand tons came from
Antonio Penasso’s Colombo farm — both located withe Indigenous Territory and totalling
3.6 thousand hectares of planted area (almostusémal football fields). The rest of the soy-
bean was seized in other farms belonging to thenC&mo business group, a property of the
Penasso family also embargoed for environmentatasibut not located within the IT (the
Capim Fino group, which also includes the Colomdnort, is the champion of fines by Mato
Grosso’s IBAMA and owes over 58 milliaraisin fines for environmental crimes).

All soybean seized was stored in a silo near thendabelonging to an enterprise named
Company Comércio e Representagfes Ltda., ownedisigdssman and producer Valmir de

Souza. Souza filed a lawsuit to recover the prqdubich is under a legal dispute, but, ac-

cording to IBAMA and Federal Prosecutors, the saybghall be auctioned and the proceeds
of the part seized at Maraiwatsede will go to tlevahte. The rest will be sent to the federal
government Hunger Zero programme.

According to employees of Company, the main purereasf the soybean it trades in the
Primavera do Leste area are major trading enteplikee Cargill and Louis Dreyfuss, and

animal feed industries, ranches and oil compaid&ah.according to employees, most of the
soybean produced within the Maraiwatsede IT is doldGranol, a company based in
Anépolis, Goias, and one of the largest grain exppbusinesses in Brazil.
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4. Soybean’s socio-environmental impacts in Para

In the 2009/2010 harvest, the state of Para plaB®e@ thousand hectares of soybean. Even
though it is not one of the largest producers & Amazon, it has the highest levels of land-
related conflicts and problems involving soybeamters.

By and large, Para has historically been Brazitiarapion of rural violence. According to the
Land Pastoral Commission, the state saw the largesber of cases of land conflicts in 2009
— 67 — also involving the largest number of famnsilie 5,837 (data on 2010 have not been
closed yet). In 2009, three rural workers were rated in the state (the same number of Ma-
to Grosso), 24 received death threats, 23 wereutisdaand 38 were arrested (figures are
well above those of other states). As for slavelapin 2009 Para was second only to Goias
in number of workers liberated — 226 to 228, reipely — but it came first in number of
slave labour cases denounced and inspected —48b ®ara was also ahead during that peri-
od in terms of deforestation.

Evolution of deforestation in states of the Legah@zon from August 2008 to July 2009, and
from August 2009 to July 2010 (in Kjn

| State | August 2008-July 2009 |  August 2009-July 2010/ariation (%) |

Estado . Agosto 2008 a Julho 2009 | Agosto 2009 a Julho 2010 | Variagio (%)
Acre 28 54 + 93
Amazonas 132 162 +23
Mato Grosso 435 342 -21
Para 957 700 -27
Rondonia 120 164 + 36
Roraima 79 =l - 36
Tocantins 14 1 -91

Amapa - 15 -

Source: Imazon

Soybean started consolidating itself in Para inetity 2000s, parallel to the construction of
Cargill's grain port in Santarém (see details b@lodccording to the historical series for
soybean plantation in the state, provided by treziian Supply CompanyJompanhia Bra-
sileira de AbastecimentdCONAB), it was recorded for the first time in tiséate in the
1997/98 harvest, with 2.6 thousand hectares. Odlyh®ectares of soybean plantations were
recorded in 2000, and the area increased to 2uBs#mal hectares in the 2001/02 harvest, and
to 15.5 thousand hectares in 2002/03. That isytpasgear after the consolidation of the port,
essential for transporting production, the soybe@a grew about 450%. In the 2009/10 har-
vest, Pard’s soybean plantations reached 86.9dhdusectares.

The BR-163 federal road is also essential to trarddato Grosso’s soybean. It links Cuia-
ba, Mato Grosso, to Santarém and to Cargill’'s prort became one of the focal points for
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new deforestations in the beginning of that dec&d@006 study by Greenpeace on soy-
bean’s impact on the Amazon (‘Eating the Amazoeherated worldwide debate on soybean
plantations in the biome and led to the Soybeanaloium). According to the study, 85% of
all deforestation in 2000-2005 took place withinks0 from that road, on each side. Soybean
production along the paved segment of BR-163 inoMatosso leaped from 2.4 thousand
hectares in 2002 to over 44 thousand hectaresdb 2@ 20-fold increase over three years.

According to the Soybean Moratorium tracking in&awo properties were found with soy-
bean over deforested area in 2009, totalling 3@@ahnes. In 2010, 18 properties were found
with soybean on 1.5 thousand hectares of recentreihtion in the towns of Dom Eliseu,
Santarém, Ulianépolis and Paragominas. Besideg tioeas, Para’s soybean is now concen-
trated in Belterra.

Even though 14 of the 18 properties found by thed#woium’s tracking in 2010 are located
in Dom Eliseu, major environmental and social peoid have historically happened in the
west of the state (the Santarém and Belterra apeasisely related to Cargill’s presence.

According to the latest report by the RapporteurHuman Rights to Land, Territory and
Food of the Dhesca Platform about violations of homights of indigenousjuilombola
(slave descendant), and riverside communitieseénAitapiuns River, in the area of Santarém
‘development plans — which are actually governm@ahs for state investment — especially
the debates about paving BR 163 (Cuiaba-Santaréjgsociated to investments in mining,
timber and the expansion of soybean plantationsve iIncreased land prices in the area. One
of the consequences is the worsening of land-gklatflicts, including taking over land
belonging to traditional communities (indigenousl gilombolg, as denounced by leaders
of the Santarém Federation of Quilombola OrgarosatiFederacdo das Organizacdes
Quilombolas de SantarérROQS).

The construction of Cargill’'s grain port (with iaBtructure to transport the production) and
available land (for low prices) was the main atiacfor soybean farmers. The town became
a soybean hub, aggravating land disputes in thememd putting pressure on the state not to
demarcate indigenous agdilombolaterritories or create forest parks and resefves’

Social impacts in the Santarém area

Apart from the debate about the size of deforestatirectly related to soybean expansion in
the region in recent years, there is consensughbatrop is an indirect threat to the environ-
ment since farmers are taking over cattle and aljui@ areas of families who live closer to

routes used to transport the production and urleatres. The result is that small farmers and
cattle ranchers are being pushed towards the fa@ssing more deforestation.

Areas already used by family farming are soybeadycers’ main target. Small farmers
usually occupy land with irregular documents orrepeblic land, such as settlement areas

° Plataforma DHESCA: Violag8es de Direitos Human@oaunidades Indigenas, Quilombolas e Ribeirinhas
no Rio Arapiuns
http://www.dhescbrasil.org.br/attachments/186_1.Re&8t%C3%B3rio%20Miss%C3%A30%20Santar%C3%
A9IM%202009%20-%20Relatoria%20para%200%20DHTTA. pdf
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established years ago by the National InstituteCfolonisation and Agrarian Reforrmsti-
tuto Nacional de Colonizacdo e Reforma AgratdCRA), where dwellers never bothered to
ask for the proper documents to the agency.

There are also cases where those groups demastretdethnic identity, such as indigenous
groups (three communities from Borari await dem@woaof their territory in Santarém) or
quilombolas According to the Santarém Articulation of Quiloosh there have been cases of
communities in Bom Jardim and Murumurutuba leasamgl for soybean plantations, result-
ing in deforestation and conflicts with familieschese of intensive use of pesticides.

Specifically in the Santarém area, those groups et had their territorial rights recog-
nised, being especially vulnerable to economic pame land-grabbers’ violence. The Land
PastorziIlOCommission (CPT) points out three micoperes as those with the highest levels of
conflicts™

Prainha
The community of Majary, home to the family of MMaria Raimunda dos Santos. They are
fighting in court not to lose their land for soybgaroducers coming from Southern Brazil.

The area of Gleba Nova Olinda

Located in the west of the city of Santarém, betwd® Amazonas and Tapajos Rivers. In
that region, three indigenous villages are threadeto lose their territory for soybean and
timber businesses.

The Plateauarea

This region includes the towns of Santarém andeBelf located between the BR-163 and
PA-370 federal roads. Soybean has seen its |lapgegtiction in recent years in those towns.
It was also in that region that CPT observed magmial impact as families were displaced
from their houses to make way for soybean fields.

Research studies conducted by CPT in Santarém #tewnodus operandi of local land-
grabbers. The Commission recorded cases of laribiopg especially after 2004, when the
price of one hectare of land proper for soybeanogehrelief supports mechanisation) went
above 2 thousand reais in the region, while it usecbst less than 100 reais per hectare for
soybean farmers arriving at the region three or years earlier.

There are 14 traditional communities living at Nahnda, three of whom are indigenous
communities and the others are riverside populatitotalling nearly 600 people. They be-
lieve they have the collective rights of ownerstaghe over 180 thousand hectares now be-
longing to the Pard state government — mostly stiith no certain destination.

‘They are taking our land, our timber, our fruitdamedicinal plants. Creeks are drying and
several water sources have been fenced up’, conspilae chief of one of the villages, Odair
José Borari. ‘That land belongs to us, and we \ilagovernment to demarcate it as soon as
possible, so that we can defend ourselves andpaue§ he says.

19 0s Impactos Sociais da Soja no Para, CPT, 2008 -
http://www.observatoriodoagronegocio.com.br/pagfiés$/soja_para.pdf
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Borari has suffered assaults and death threaggeally by farmers and lumberjacks, and he
even went under protection in a state governmesgramme that provides security to social
movements’ leaders under risk of being murderedis‘ltrue that pressure of indigenous
movements on the government is strong, but thatrober businesses is even stronger’, says
the cacique.

In 2002, a group of land-grabbers filed a demamdhe ownership of Nova Olinda with Para
Land Intitute (nstituto de Terras do PardTERPA), followed by a cartographic and georef-
erence study. With the file number — which only meethat the demand has been received by
the state agency, not that it was examined andptaxter rejected — the group invaded the
area, home to 14 farmer communities. Before thasion, the land was used as communal
territory for activities such as hunting, fishingdacollection.

Holding a document known as Authorisation to DetRirblic Land PropertyAutorizacéo
para Detencéo de Imovel PublicADIP), land-grabbers obtained management plaogighr
ed by the Pard State Environmental Department tarted to take timber from the region,
after 2005. Only in 2007 were such irregular pesmiss cancelled by the state government.

In the case of federal land, such as Gleba Pacswailar schemes were based on ‘ownership
statements issued by INCRA. That practice was guighed in 2004. This year, Federal Po-
lice’'s Operation Far West arrested several suspédatsolvement with that scheme in Santa-
rém, including INCRA'’s head in the state at thegtjiosé Roberto Faro.

According to the local rural workers union, ovel05@rmer families have left their land in

rural Santarém during the early stages of soybeg@arsion (until 2005). Given the re-

sistance organised by community members to soyfearers’ harassment, the reaction of
the latter has been violent. Leading a campaigantmourage communities to resist, called
‘Do not give up your land,’” the president of theitmof Rural Workers of Santarém, Ivete

Bastos, needed police protection for her persoafdty against death threats. Indigenous
leader José Odair Borari, from Gleba Nova Olindariother threatened leader.

Cargill's Port — history

When multinational company Cargill started to bufié grain port over the only urban beach
used for leisure by Santarém'’s residents (the Yambeach) in early 2000, it used an irregu-
lar resource to obtain an illegal license for tbefer State Department of Science, Technol-
ogy and the EnvironmenSécretaria de Estado de Ciéncia, Tecnologia e Meitbiente
SECTAM), now Environmental Departmer8€dcretaria do Meio AmbientS8EMA).

The construction work was immediately denouncetetteral prosecutors, who filed a law-
suit at the Federal Justice for lack of a previengironmental impact study and its report,
known as EIA-RIMA. According to prosecutors, a gedenal order was issued still in 2000,
cancelling the license for the port and forcing ¢tbenpany to conduct the EIA-RIMA.

Cargill appealed the order seven times, losingafleals over seven years. In Brazilian Jus-
tice, appeals might have a staying effect, thawfsle they are appreciated, the decision that
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is being challenged is cancelled. Therefore, evéh wontrary court decisions, Cargill got
the licenses and built the port.

In 2004, Judge Fabiano Verli, from the Federalidesh Santarém, examined the merits of
the cause and also sentenced Cargill to conducEtAeRima. Against the sentence, the
company filed a civil appeal and in 2006 it wasteeoed by three high court judges in Bra-
silia to conduct the impact study, but it was akbovto stay active during the procedures.

In March 2007, the Brazilian Institute of Environmieand Renewable Natural Resources
(Instituto Brasileiro de Meio Ambiente e dos Recsii§aturais RenovaveitBAMA), after a
request for inspection by federal prosecutors,edo€argill's grain terminal, but in April
2007 federal justice Carlos Fernando Mathias, efthFederal Regional Court, ordered its
reopening through a provisional decision granted tmurt injunction against IBAMA’S ac-
tion, filed by Cargill. Once again, the judge rutbdt environmental impact studies should be
conducted while the port is operational.

In 2009, Cargill presented its first version of t&-RIMA, which was rejected by the State

Environmental Department (SEMA) for lack of infortiee demanded by the reference doc-
ument, and the company had to commission a new.sAatording to SEMA, the area cov-

ered by the EIA was incomplete and restricted tlemtification of impacts and measures to
mitigate them. The agency argued that the impae ahould be re-dimensioned to include
both towns whose soybean production leaves thrdligtport and those that, although not
using the port, are relying on the road networktifansport to and from the port.

In March 2010, Cargill finally filed a second versiof EIA-RIMA with SEMA and a public
hearing was scheduled for July 14 to examine tingyst

Highly troubled, the public hearing led to new dbiafjes to the applicability of the impact
study, and federal prosecutors started an invegtig@an the document because of charges
that it contained false data. State and federalguators sustained they ‘strongly suspect that
information contained in the (impact) studies i$ trae’. They also said that a new public
hearing is needed on the subject.

Now, besides the police investigation to be orddrggrosecutors, a statement by SEMA is
awaited, since the agency is in charge of the fvaluation of the EIA/RIMA. If data were
tampered with in the study, no license shall benigch to the operation of Cargill’s port in
Santarém.

In a paper released after the pubic hearing, thezem Defence Front — a set of coordinated
social organisations, researchers and church gnoufantarém — advocated the permanent
closing and removal of the grain port. Accordinglte document, ‘the multinational compa-
ny has violated Brazilian legislation that demaad<€Environmental Impact Study before any
construction work of that magnitude is started).(Last year, even with the poor pavement
of the road [BR 163], tens of large trucks arrisdSantarém to unload soybean at Cargill's
warehouse. That disrupted traffic and indicatedlites to come. Trucks were parked along
Cuiaba avenue and, besides traffic disruptionetivgas encouragement to prostitution, sex-
ually transmitted diseases, and social conflictsabee of drugs and alcohol. Now try to im-
agine the coming years, with the road totally pa#@D-500 trucks parked by the avenue
waiting to unload soybean at Cargill's warehoudeer€ will be chaos similar to that in Para-
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nagué and Santos — within the city of Santarémh @itise cannot be tolerated as a fait ac-
compli and the port remains where it is.(...) Tidyaompensation possible is for Cargill to
remove the port and pay the fines for the damagesuised the city, the Vera Paz beach, and
west Para’.

5. Soybean’s socio-environmental impacts in Rondobnia

In 2010, Rondbnia became the third largest soylpeadiucer in the Legal Amazon, only af-
ter the states of Mato Grosso and Maranhéo (ther lanly partially located within the bi-
ome). With 122.3 thousand hectares, the soybeaniarthe state increased by 15.4% over
last year, when 106 thousand hectares were plamtedrding to CONAB.

In Rondbnia, the crop expanded mainly in the afédilbena, in the state’s south cone, near
the Mato Grosso border. With over 100 thousanddnestin 2008, the area has been under
major economic, social, environmental and landteel@hanges, which was visited by BWC-
Repdérter Brasil in April 2009.

Vegetation in Ronddnia’s south cone is typicalled Amazon biome, also including Cerrado
and transition areas. Conditions for soybean plemteare among the best in the country,
because of both climate and soil. They are consitlby the Brazilian Agricultural Research
Corporation Empresa Brasileira de Pesquisa AgropecuaiiMBRAPA) as very good for
the crop — Vilhena and neighbouring towns are kdat an extension of Chapada dos Pare-
cis, one of the most promising soybean areas i @absso.

Even though there are many degraded areas and rttthing is a very important activity,
in Vilhena, Cabixi, Cerejeiras, Corumbiara, Chupiaig@ and Pimenteiras do Oeste, defor-
estation still takes place to open the way for ypa@st And deforested areas often become
soybean plantations after a few years, even ththghare firstly occupied by cattle.

Orlando Silva is the regional director for Enviroemal Management of the State Depart-
ment for Environmental Developmer@dcretaria de Estado de Desenvolvimento Ambiental
SEDAM) in the towns of Colorado do Oeste, Ceregi@abixi, Corumbiara and Pimen-
teiras. He sustains that about 600 hectares oVendtirest were cut down around the
Corumbiara State Park in 2009, resulting in fined embargoes. ‘People often cut down the
forest for cattle, and later plant soybean’ conirBilva. ‘That still happens in this region’.
According to IBAMA'’s Ji-Parand manager René Luiz@éveira, in 2010 some properties
were going to plant soybean in areas under emkardavere fined, but no product was con-
fiscated because nothing had been planted yet.u@ations are usually related to defor-
estation in general, but most of our operationsaaiesult of satellite identification of exploit-
ed or destroyed areas. In 2010, embargoes took plastly in Vilhena’, he explains.

According to René Luiz, the number of deforestattases has decreased considerably be-
cause of new technologies for detecting deforeateds, combined with stronger State pres-
ence in several regions. In his words: ‘By anddange can say that soybean and other crops
expand in southern Rondbénia over areas that hase theforested years ago. Land is defor-
ested for cattle and later they can be used fartal@ns, mainly grain crops’ such as soy-
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bean, corn, sorghum, among others. However, hetBaysuch tactic has been less common
in recent years, since using areas already opeh, less regeneration of native species, is
cheaper’, since it reduces expenses on pesticides.

Land concentration

In April 2009, one of the main problems found bypBeer Brasil in the soybean region was
pressure by large farms over Land Reform settlespersipecially in Corumbiara. The fact
was confirmed by INCRA's state office as well as tlity’s vice-mayor Jodo Amorim. At the
time, INCRA sustained that soybean contributedatallconcentration in the state, and the
city government pointed out the creation of altéxes for local family farming as one of its
priorities.

In November 2010, Corumbiara’s vice-mayor says fwgfoean continues to expand in the
region, advancing over settlements such as NowarigitSome crops typical of family farm-
ing, such as anatto (which is used by several tnies$ face problems, especially with pests.
Discouraged, farmers started leasing their lanarfajor soybean producers, which is illegal.

Besides land pressure, settlers also suffer thaaigf pesticides in areas near their planta-
tions. It hits crops directly, as well as water lesdhey use to produce. Besides soybean, rice
also advances in the region, which has importagrsi including Guaporé (a tributary of
Madeira), and its affluents. According to Jodo Amprthose crops have advanced ‘mostly
over cattle, which is replaced with soybean’. Oa tither hand, the vice-mayor says he has
not seen major deforestation in the city.

Regularisation

While major soybean enterprises expand in Rondbwex cattle or over areas deforested
years ago — and, in a smaller scale, over smatigrties and new deforestations — some state
agencies work to recover the environmental liapdmd impacts already caused.

One of the most important measures is the federaérmment’'s programme Terra Legal,
which aims at regularising properties in stateshef Legal Amazon. Francisco Sales Pinto,
head of the Rondodnia division for land regularmatf programme Terra Legal, says that the
effort ‘is going well, smooth, as we expected'.

He says that 100-some properties have been reggdan the state so far. He recognises that
the measure opens the possibility of legalisingl ldrat has been grabbed. ‘There are several
owners that we do not regularise because theynaageias of conflict, because their profile
does not meet legal requirements, because theyrawa than one property, for instance’.

The programme seems to have been reasonably swtcesd/ilhena and neighbouring
towns. ‘There was massive response, occupants dooiiterest and showed up, filled up
applications’, says Sales, adding that right now ofithe companies in charge of georefer-
encing is working in the state’s south cone.

As for the environmental issue, Sales estimatesahaut 95% of properties registered are

not regularised at all. That is, almost all promsrthave problems regarding environmental
legislation. ‘No legal reserve, no environmentagarvation area, none of that is according to
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the law’. He explains that, when occupants recémeeland ownership document, they com-
mit to environmental regularisation. ‘If they dodd that by the legal deadline, they have not
met one of the clauses included in the document,the land remains with the union’, he

concludes.

The balance sought in Ronddnia might see subsktahti@ges in coming years, for two main
reasons. First, the expansion of soybean in Matis€ar towards the state’s south cone. The
state plants 50 times more than Rondoénia. Its meduare pursuing, by all possible means,
an agricultural-environmental zoning that allowsdueing environmental protection areas and
thus, increasing areas allowed for plantations. s@cbnd, the construction of the Transcon-
tinental Railway, which will connect Rio de Jané&rooastline to Bolivia (it later intends to
reach the Pacific), with segments linking Vilhewalucas do Rio Verde, in Mato Grosso,
and the state of Goias. All those elements togetiight lead to a fast increase of soybean
plantations in Rondoénia, for which society and gawgent agencies will have to be prepared
in order to guarantee that integration and comnaimmn between the two realities are posi-
tive, and that impacts do not lead to major desivnf local biomes, family farming in the
region, and indigenous peoples living there.

6. Amazon logistics to export soybean

The most important ports to export soybean producede Amazon are Itacoatiara, Amazo-

nas, and Santarém, Para — both by the Amazon-ivand the seaport of Itaqui, Maranh&o.

Through those outlets, 3.65 million tons of soyb&aere shipped abroad between January
and September 2010 — 13.29% of Brazil's total saybexports. As can be seen in the fol-
lowing table, the opening of the Cargill's grainrpm Santarém, in 2003, was crucial to in-

crease the importance of Amazon logistics for Bigbybean exports.

Main ports exporting whole soybean in Brazil (in milion tons)

2010

(Jan- | 2009 | 2008| 2007 2006 2005 2004 2003 2002

Sept)
Santos (SP) 8.20 | 8.66| 7.15 453 696 7.34 562 5p9 506
Paranagua (PR) 495 | 481| 418 450 409 520 5.3 573 509
Rio Grande (RS) | 4.26 | 4.65| 3.35| 5271 3.39 048 231 3.3 1|79
Sao Franciscodo | 5 g5 | 515| 227 241 307 248 113 0B84 081
Sul (SC)
Vitéria (ES) 214 | 2.80| 241 248 271 284 220 1p4 105
S3o Luis (MA) 169 | 1.75| 1.75| 144 178 167 1.16 0B8 064
('\g";‘\;‘)a“S’ ltacoatiara | 4 14 | 150 144 159 158 140 095 079 0|80
Salvador (BA) 117 | 1.11| 0.70] 0.3 0.04 0.00 000 000 0/00
Santarém (PA) 077 | 093] 1.08)] 083 095 078 045 028 000
Others 0.13
Total 27.46| 28.54| 24.49| 23.72| 24.94| 22.42| 19.23| 19.88] 15.96

Source: Brazil's Ministry of Development, Indusapd Trade
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Examining the destination of soybean exports fr@oheBrazilian port, it is possible to see
the importance of Amazon infrastructure for Eurapbayers. Between January and Septem-
ber 2010, 50.19% of the soybean shipped to Eureipdrom the ports of Itaqui, Itacoatiara
and Santarém, precisely those serving Amazon logisthose three ports also accounted for
49.50% of the soybean sent to the Netherlands leetwanuary and September 2010 (see

tables).

Ports exporting whole soybean to the European Union

(in million tons)

2010 (Jan-Sept 2009 2008
Santos (SP) 0.850 1.684 1.691
Paranagua (PR) 0.467 1.428 1.342
Rio Grande (RS) 0.180 0.430 0.655
Séao Francisco do Sul (SC) 0.191 0.339 0.677
Vitoria (ES) 0.388 0.951 0.744
Sao Luis (MA) 1.106 1.078 0.930
Manaus/ Itacoatiara (AM) 0.684 1.188 1.214
Salvador (BA) 0.432 0.629 0.544
Santarém (PA) 0.777 0.933 1.088
Others
Total 5.114 8.664 8.909
Source: Brazil's Ministry of Development, Indusamnd Trade
Posts exporting whole soybean to the Netherlands
(in million tons)
2010 (Jan-Sept 2009 2008
Santos (SP) 0.182 0.557 0.459
Paranagua (PR) 0.151 0.692 0.507
Rio Grande (RS) 0.042 0.000 0.069
Séo Francisco do Sul (SC) 0.108 0.081 0.196
Vitoria (ES) 0.161 0.236 0.227
Séo Luis (MA) 0.197 0.255 0.000
Manaus/ Itacoatiara (AM) 0.080 0.130 0.304
Salvador (BA) 0.015 0.000 0.024
Santarém (PA) 0.379 0.412 0.623
Others
Total 1.325 2.366 2.413

Source: Brazil's Ministry of Development, Industityd Trade

Data from Brazil’s Ministry of Development, Indugtand Trade Nlinistério do Desenvolvi-
mento, Industria e Comércio do BradlDIC) show the origin of soybean shipped from the
ports. Para, for instance, exported 151 thousansl between January and September 2010,
of which 71.5 thousand left through the port of t8aém and 79.9 through S&o Luis. In the
same period, Tocantins exported 627 tons of whnybean — 605 thousand through the port
of S&o Luis; 6.9 thousand through the port of Slvaand 14.4 thousand though the port of
Vitoria. Rondbnia exported 348.3 thousand tons bble soybean, being 223.5 thousand
through Santarém and 124.7 through Manaus/Itaceatia
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Largest soybean producer state in Brazil, Mato &radso used Amazon logistics to export
part of its output. Between January and SeptembEd,2he state exported 8.402 million tons
of whole soybean — 5.091 million through Santo86%.million through Manaus/Itacoatiara,
830.3 thousand through Vitéria, 532.0 through Pagaa, 482.7 through Santarém, 314.6
through Sao Francisco do Sul, and 85.7 thousaralighr Sdo Luis. Despite those several
routes, the soybean agribusiness in Mato Grodsigldy interested in strengthening Amazon
routes, especially because they are based on waterand railways, which can reduce
freight costs by at least 20% compared to the madal.

Jorge Pasin’s study ‘Logistics of exporting whotylsean from Mato Grossd: published
by BNDES, sustains that by the mid-90s most soylpeaduced in the state for export used
to be embarked through the ports of Santos anchBgua. But in a scenario of increasing
prices in foreign markets and, consequently, iregeaf area planted in Brazil, alternative
routes were necessary. It was difficult to enlatge cargo capacity of the railway modal to-
wards south-eastern Brazil and there were conflieteveen concessionaries regarding route
integration.

One option was the northern route through BR-168 {uiaba-Santarém road). That corri-
dor is now exploited by trading companies such asgyi@, which use the road to get to the
port of Santarém, Para. The other option was thterway corridor of the Madeira River. In
that case, freights take BR-364 to Porto Velho, ®oima. There, they are shipped in sets of
tugboats and barges and taken, through the MaRéms, to the Amazon River, where they
are transferred to storage terminals. The nextestagoading the large grain ships, which
proceed to the ocean.

According to Pasin, that transport mode has beefoad since 1997 by the trading compa-

ny Amaggi, through its subsidiary Hermasa, to tpansout of northwest Mato Grosso the

soybean harvested in the area of Chapada dos ®aadiVilhena, Rondbdnia. The grain goes
in barges from the Porto Velho port until Itacoediavhere it is loaded onto grain carriers.

Other trading companies use services provided hynHga. Cargill also uses the Madeira
River waterway, but barges take the soybean umilport of Santarém, where they are taken
to grain carriers. About 95% of the total amounpaxed by Cargill through the port of San-

tarém arrives to the terminal by the Madeira Riweaterway. There, the company has a 60-
thousand-ton soybean silo and intends to instakha structure able to raise the capacity to
90 thousand tons.

" pasin, Jorge A. B. A logistica de exportacdo ga esm graos de Mato Grosso. Revista do BNDES, yn14
27, 2007.
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Another study by BNDES, ‘Logistic for Brazilian algusinesses — what is really needéd’
published in 2000, discusses measures neededilitafadransportation of Brazilian soybean
to other countries, including through the Amazogioa. Four projects are considered im-
portant:

1) Enlargement of the Ferronorte corridor, beloggia América Latina Logistica (ALL).
Part of Mato Grosso’s production already goes thinailne railway to the port of Santos. The
plan is to extend rails to Cuiaba, Porto Velho, tArelia and Santarém;

2) Improvements in the Cuiaba-Santarém (BR-163tteamline transportation through the
port of Santarém;

3) Establishing the Araguaia-Tocantins waterwayyl®an would go through the Araguaia
River until Xambioa, and from there by road to Esgtr, Maranhdo. From that town it would
go through the Norte-Sul and Carajas railways uhélport of Itaqui, Maranh&o. But compe-
tition of that modal with the ore industry mightepent its exploitation by soybean compa-
nies.

4) Construction of the Teles Pires-Tapajés Railw@gybean produced in northern Mato
Grosso would go by road to the Para state boraer tleen proceed by the Teles Pires and
Tapajos Rivers to Santarém.

Many of those projects are included in the Natidradistics and Transportation PlaRlgno
Nacional de Logistica e Transportd3NLT), launched by the Brazil's ministries of Mg
ports and Defence in November 2009. The PNLT irdetal be a medium-to-long-term
(2008-2023) reference for public policies in thaseas, guiding investments in infrastructure
and private enterprise projects. The plan dividemzB in logistic vectors. Two of them —
Amazon and Mid-north — are directly related to Amazon region, as can be seen in the im-
age on the next page.

2| ima, E. T.; Faveret, P.; Paula, S. R. L. ‘Logstpara os agronegécios brasileiros, o que é szameces-
sario’. BNDES Setorial, n. 12, 2000
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Logistic vectors for Brazilian spatial organisation (PNLT, 2009)
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Some of the PNLT’s construction projects that miganefit soybean in the Amazon vector
include:

1) Construction of the transoceanic road, conngdtie Atlantic to the Pacific, with invest-
ments estimated at 10.2 billion reais by 2023, bicv 1.02 billion would be actually made
by 2011. The railway would have 5,570 km when fieid — 55% within the Amazon vector.
It crossed Rio de Janeiro’s northern coast, MUii&@), Ipatinga (MG), Paracatu (MG), Bra-
silia (DF), Uruacu (GO), Cocalinho (MT), Ribeird@sealheira (MT), Lucas do Rio Verde
(MT), Vilhena (RO), Porto Velho (RO), Rio Branco@} Cruzeiro do Sul (AC) and reaches
Brazil's border with Peru.

2) On waterways, 4.9 billion reais shall be invddtg 2023, to establish and improve naviga-
tion on rivers Acre (AC), Guama-Capim (PA), Ica (AMurua (AC), Madeira (RO), Negro
(AM), Solimdes (AM), and Teles Pires (MT).

3) Investments planned for ports amount to 1.0lohilreais by 2023, in enlargement and

modernisation of the ports of Manaus (AM), Santa(B@), Porto Velho (RO), and Cachoei-
ra Rasteira (MT).
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4) In the area of roads serving the soybean r@@Re163 shall receive nearly 2 billion reais
in investments, while BR-242, in Mato Grosso, reesiat least 460 million. Total invest-
ments in roads within the Amazon vector are esthat 28.39 billion by 2023.

In the Mid-north vector, some important works foglsean agribusiness related to the Ama-
zon include:

1) The North-South Railway, with investments plashrae 3.74 billion reais and measuring
2,462 km. It crosses Belém (PA), Acailandia (MAYrt® Franco (MA), Estreito (MA), Ara-
guaina (TO), Colinas do Tocantins (TO), Guarai (TRYrto Nacional (TO), Alvorada (TO),
Porangatu (TO), Uruacu (TO), Ouro Verde de Goi&d®)(@&népolis (GO), Rio Verde (GO),
Aparecida do Taboado (MS), Santa Fé do Sul (SE)Pamorama (SP).

2) As for waterways, investments planned amoudt@8 billion reais by 2023, with works in
the Araguaia and Tocantins rivers.

3) Port infrastructure should receive investmentsSantana (AP), with about 460 million
reais, including the construction of a grain terahjrand Itaqui (MA), which will be modern-
ised and expanded, with investments estimatedvaisl2 billion.

4) As for the road structure, important points iarestments of 400 million reais in BR-158
— crucial for transporting soybean in the area ibeRao Cascalheira (MT), and pavement of
BR-080, which connects BR-158 to BR-163, whose stments are planned at 465 million
reais.

The following maps, released by the National Lagssaind Transportation Plan, indicate the
potential of those new logistic corridors.

Multimodal freights (general cargo, no ores) — 2007

Carregamentos Multimodais (com carga geral, sem minérios) — 2007
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Freights in 2023, with investments (general cargmo ores)

Carregamentos em 2023 com Investimentos (com carga geral e sem minérios)
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Infrastructure investments strengthen exports anduse risks of new impacts

Investments in infrastructure made in 2010 and r@dnfor 2011 in the Brazilian Amazon
strengthen the main export corridors existing ia thgion, creating expectation of strong
growth in local sales to other countries and féreotsoybean producer countries. While they
will improve transportation and integration betweaewns and states in the region, those in-
vestments cause risks of new impacts on the Amaedme increase of existing ones.

Exports through the port of Sdo Luis (MA) will becieased by the expansion of the North-
South Railway, whose 1,574 km between Acailandid)sind Anapolis (GO) received 1.89
billion reais in 2010. Resources were used maimlthe segment between Palmas (TO) and
Andapolis and are related to investments made byNowember 2010. Data were provided
by VALEC, a federal government company linked te Binistry of Transports that manages
construction works on the railway.

In Acailandia, the North-South railway will conndotthe Carajas railway, operated by Vale,
one of the world’s largest mining companies, iregion already facing major impacts result-
ing from mining activities in Para. And in Andpoltee North-South will connect to the Cen-
tral Atlantic railway, strengthening grain prodwctiin Goias. Later, the North-South shall be
prolonged to Belém (PA) and in the south, to Pdftatinho (MS).
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Parallel to the North-South, further West, the Tdices-Araguaia Waterway received in-
vestments of up to 33.6 million in 2010, accordioghe National Department for Transport
Infrastructure Departamento Nacional de Infraestrutura de Transesr DNIT). That
amount shall be increased nearly eightfold in 20#tien improvements in the waterway’s
navigation canal in the state of Para will receé?®3.6 million reais. The construction work
raises concern for its impacts on the Araguaia Bochntins river basins. The former is still
reasonably preserved, and the latter is highly otgghby several hydroelectric plants built
along its course.

Perspectives for growth in the soybean industrymdahe Tocantins and Araguaia rivers are
also created by resources applied for paving thelBR federal road. In its Mato Grosso
segment, from Ribeirdo Cascalheira to the bordér ®Rara, through Porto Alegre do Norte,
BR-158 received investments of 120 million in 20E@om the total amount planned in the
Federal Government’s budget, 110 million reais been committed by mid-November, and
15.2 million were actually used, according to DNIT.

Even though the towns mentioned are not major soylpgoducers, the region includes a
strong hub of the grain — Queréncia — one of Matos&o’s deforestation champions. If the
relevant agencies and civil society do not enfaadrols, the advancement of soybean in the
region might increase impacts over the sourceh@fXingu River. And the Maraiwatsede
Indian Territory, with a large part occupied by Begn and cattle farmers, faces pressures
that make it impossible for the Xavante peopleite In their territories (se€oybean’s so-
cio-environmental impacts in Mato Gro3so

Another major construction work in the Amazon ie BR-163 road, one of the federal gov-
ernment’s priorities in the region and a cruciaklbetween Mato Grosso and Para. The seg-
ment between Cuiaba (MT) and Santarém (PA) isalsore link to transport Mato Grosso’s
soybean production, leading to the Santarém patttlhen to Europe and other parts of the
globe. In 2010, the federal government plannedvest about 530 million reais in the seg-
ments of BR-163 within Mato Grosso and Para. By-Mayvember, according to DNIT,
about 408.6 million reais had been committed antirhillion were actually spent.

In Santarém, Cargill’s port is the main place toeiee and load soybean that comes through
BR-163. It faces lawsuits that challenge the emrrental impact studies made for the port
(seeSoybean’s socio-environmental impacts in Bara

The federal government also intends to give aboutllton reais in 2011 for studies and pro-
jects related to the Teles Pires-Tapajos WaterMaar that waterway, the government will
build a series of hydroelectric plants in the regiafter the construction of Belo Monte, in

the Xingu River, in Altamira (PA), the basins oktfieles Pires (MT) and the Tapajos (PA)
rivers should be the main target of investmentsthed respective impacts for energy gener-
ation in Amazon rivers.

The integration created by the aforementioned itnvests will be perceived not only in the
regions mentioned and in trade to other contindnisit should also be strengthened in South
America. A highlight is the project of Transcontma Railway, which shall go from Rio de
Janeiro’s coastline to Brazil's border with Peruthe state of Acre, with over 4.4 thousand
km.
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The Transcontinental Railway (EF-354) will starttvbeen the North-South Railway, in
Campinorte (Goias), and Lucas do Rio Verde (Matos&o). To build that first 1,040-km-
long segment, the company in charge of construch#LEC, will invest 4.1 billion reais
from 2011 to 2014. The second segment planneccwilhect Lucas do Rio Verde to Vilhena
(598 km), in Rondbnia’s south cone, with plannedestments of 2.3 billion.

In that segment, the Transcontinental will be chlldhe Midwest Integration Railway-ér-
rovia de Integracdo do Centro-OestelCO), and the federal government expects itrto e
hance production of grains, sugar, alcohol and nlea also expected to reduce costs of
cargo, to open access to ports and to attracttimeggs, thus creating jobs, income and better
guality of life in Rondbnia, Mato Grosso, Para, #mazonas.

Lucas do Rio Verde, an important soybean produdtiimin Mato Grosso, has areas typical
of Cerrado, as well as the Amazon biome and triangit areas between them. And it has
problems of destruction of native forest. The carion of EF-354, between Lucas and Vil-

hena — Ronddnia’s soybean hub — will certainly eesbalocal production of soybean and
integration of its several facets between importagions of both states. Environmental and
land impacts already found, for instance, arountiéria (se&oybean’s socio-environmental

impacts in Rondonjaalso tend to increase.

Major investments will also be made in BR-364 ttasge communication channels between
Mato Grosso, Rondbnia, and Acre, and Brazil’'s Neet, to neighbouring countries. That
road is an important part of the main route betwstate capitals Cuiabéd (MT), Porto Velho
(RO) and Rio Branco (AC). In 2010, the federal betdgcluded almost 800 million reais to

be invested on the road in the three states. Otltavftotal, DNIT points out that 675.3 mil-

lion had been committed and 444 million actuallgrgby mid-November.

Finally, the Madeira River Waterway is yet anotfaeus for infrastructure projects in the
Amazon, directly linked to soybean production. B2, the federal government intends to
invest 14.3 million reais in that waterway. The tea shall bring important developments to
integration between Brazil and Bolivia, Peru, Vamda and later the Pacific Ocean, while
substantially favouring transportation of grainsrgj Amazon rivers towards the Atlantic, the
USA and Europe.

The establishment of the waterway is directly edatio the construction of major hydroelec-

tric plants in the Madeira River, in Ronddnia — ®aAntonio and Jirau. Both are being con-

structed in a frantic pace, raising concern abmjaicts on state capital Porto Velho and
neighbouring towns. Besides chaotic growth, the td@ms have displaced riverside popula-
tions from their traditional areas (sometimes withproper compensation) and threaten sev-
eral isolated indigenous peoples, among other itapbisocial and environmental impacts.

Even slave labour was found in the dam’s conswuactvork, as denounced in reports by

Repdrter Brasil News Agency

DNIT, in its report no. 18 (September 2010) puldsfan article called ‘Brazil and the Neth-
erlands sign technical agreement to increment watgetransportation’. The article explains
the Cooperation Agreement between the Federatiyailitie of Brazil and the Government
of the Netherlands, underscoring that ‘Interchabggveen technicians aims to integrate the
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Dutch experience to Brazil's water potential’. Tig&nother indication that governments of
both countries have now convergent interests nbt ionenlarging cargo transportation on
Brazilian rivers, but also in producing and expagtsoybean and biodiesel made from it.

Cooperation between Brazilian and Dutch ministriedstransports started at the Brazil-
Netherlands International Seminar on Waterwaysg elMarch 2009 in Brasilia. There,
Brazilian and Dutch transport authorities, espéciadlated to inland navigation, as well as
private enterprises from both countries, debatednds such as regulation and legal system
for the use of waterways, monitoring, control, amghlementation of waterway terminals,
stability of navigation canals, among others.

7. Sugarcane: assessment of impacts resulting from exipsion
and Agro-ecological Zoning

Introduction

In recent years, sugarcane monitoring by governmgancies and universities confirmed the
expansion of the sugar-alcohol industry over apFasiously occupied by other farming ac-
tivities. However, debate is still going on overaetiiner crop replacement has brought (or can
bring) damages to food production and consequémtaten the country’s food security.

According to the Ministry of Agriculture, despitbet increase in the sugarcane area, grain
productivity and/or harvests as a whole have reathstiable and sometimes grown in recent
years, which dismisses, so far, any impact on fwoduction.

In Brazil's northern states (Roraima, Rondoénia, éAdPara, Amazonas, Amapa and Tocan-
tins), according to the November grain harvestsyitwy CONAB, the areas with plantations

of rice, beans and corn remain the same betwee20®@'10 and 2010/11 harvest. The soy-
bean harvest saw a 3% increase this year (plantedrecreased in Roraima and Tocantins)

In 2010, CONAB stated that the largest increassugarcane area took place in Sdo Paulo,
Mato Grosso do Sul, Goias and Minas Gerais. Besttiese new plants started their activi-
ties in Minas Gerais, two in Sdo Paulo, two in Gaaéd one in each of the states of Mato
Grosso, Mato Grosso do Sul and Rio de Janeiro.

The table below shows a comparison of variationgarcentage of area planted in the main
sugarcane and grain producing states:

State Beans| corn| soybean wheat Rice
Minas Gerais +1.4 -1 +0.5 -1.3 -5.8
Sé&o Paulo -13.6 / +3 -27.7| +16
Mato Grosso do Sul -1,7 -3,1 +1 -9 +0.5
Mato Grosso +2,1 -0,1 +1 / -25
Goias +0.4 / +1 -30 -2

This year’'s sugarcane area is estimated at 8.lomillectares in the country — a 10.2% in-
crease over last harvest. Sdo Paulo is still tigee$d producer, with 53.60% (4.3 million hec-
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tares), followed by Minas Gerais, with 8.65% (7@ fhousand hectares), Parand, with
7.51% (613.67 thousand hectares), Goias, with 7.@89.31 thousand hectares), Alagoas,
with 5.37% (438.57 thousand hectares), Mato Grass&ul, with 4.92% (401.81 thousand
hectares) and Pernambuco with 4.21% (343.51 thdusactares).

Despite being considered an exclusion area by tireekological Zoning, the Amazon pre-
sented an increase in areas occupied by soybedrodantins (3.638%) and Rondonia
(33.9%). Mato Grosso’s sugarcane increased 4%jmiMhbranhao, partially included in the
Legal Amazon, the increased was 15% (see below).
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Box 1 Sugar-alcohol products - Comparison by aregroductivity, and output
2009/10 and 2010/11 harvests

Quadro 1
PRODUTOS DA INDUSTRIA SUCROALCOOLEIRA
COMPARATIVO DE AREA, PRODUTIVIDADE E PRODUCAO
SAFRAS 2009/10 e 2010/11

-REGIAO/UF AREA (Em mil ha) PRODUTIVIDADE {Em kg/ha) PRODUCAD (Em mil 1)
Safra 2009/10 Safra 2010,/11 VAR. % |Safra 2009/10 Safra 2010/11 VAR. % | Safra 2009/10 Safra 2010/11 VAR. %
NORTE 17.2 416 1421 57.670 101.691 76,33 9916 42334 326,90
. RO 148 24 339 £3.000 £4.000 1,60 113 1510 3570
. Al 38 3B 1.2 55.090 74174 3450 218 2819 3310
. PA 102 958 =0 57.193 B5.750 15,00 6234 650 9 440
.TO 07 256 36330 66.000 123174 85,6 451 31486 BT 4
. NORDESTE 1.082,6 1.107,1 2,3 56.049 57.516 2,60 60.677,2 63.678,8 4,90
. hA 384 453 150 56.090 56.700 1,10 2209 4 28685 16,30
l Pl 136 132 30 74.600 B6.300 (11,109 1.0140 G745  (13.80)
. CE 23 48 955 f66.000 £0.900 7. 154 4 278 .3 60,20
. RM 67,0 63,7 25 51.793 458.900 {5,60) 34725 33589 (3200
. PB 1155 114 (36) 54.700 52.220 (4,50 6.3200 58194 (750
. PE 3214 3435 62 55.400 53.525 3400 17.805 6 18.396 4 3,30
. AL 4430 4386 zn 54,700 51.000 11,50 248045 26,7528 920
. SE 7 B3 10 59.360 558.100 0,40 22437 22623 0g0
. BA 74 436 165 78.800 77.500 (1,60 29471 33767 14 B0
l CENTRO-OESTE 940,3 1.212,2 289 82.354 83.037 0,83 774359 100.655,7 30,00
. T 203,0 2111 40 £9.195 71.820 3,80 14.045 6 15.158 3 750
. =] 2B 4 4013 a1 4 §7.785 §5.300 (2,80 23.297 8 34.274 4 4710
. GO 4719 599 3 27 §4.960 85.470 0,s0 40,0925 51.2230 27 80
. SUDESTE 4.832.6 5.191,1 74 86.881 83.618 (3.80) 419.857,7 434.068.6 3.40
. MG 588,8 706 5 200 84.786 §2.300 2,900 45923 4 53.151 5 16,50
. ES 65,0 B3.7 25 58.933 45900 (1530 4.0026 34800 (1320
. RJ 458 I (12,0 71126 55.000 (4,40 32600 28248 (2280
l SR 41298 43777 60 87.815 84.500 (3,80 362.664,7 365.912 3 200
l SUL 5370 615,35 146 84.827 79417 (6,40) 455513 48.877.8 730
. PR 536,0 6137 145 §4.900 79.500 5,40 45,802 8 48.786 8 720
. R3S 1.0 18 730 46.826 50.840 g,60 455 910 g7 80
NORTE/NORDESTE 1.099.8 1.148.8 45 56.074 59.117 540 61.668,8 67.912,2 10,10
CENTRO-SUL 6.300.8 7.018,8 11,2 86.032 83.149 (3,40 5428448 983.602,1 7.50
BRASIL 74096 8.167,5 10,2 81.585 79.769 2,20 604.513,6 651.514,3 7.80

_FONTE: CONAB - 2° Levantamento: Setembro de 2010,
Source: CONAB — second survey; September 2010.

Sugarcane expansion over farming areas

In the last four years, according to CONAB, theasugne area increased 4 million hectares.
The agency’s director for Agricultural Policy andfdrmation Silvio Porto says that the cur-

rent area corresponds to 20% of what is used bg graps in the country, but we should pay

attention to the fact that sugarcane is concemtratainly in the states of Sdo Paulo, Goias,
Mato Grosso do Sul, in the region known as Tridogdineiro and northwestern Parana.

That is, he underscores, it is important to beaniind that this increase took place mainly in

five states, precisely those among the country’®ntaain producers.
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The view held by the government and the sugar-alcotdustry that sugarcane expansion
will happen mainly on degraded pastures can béuaefirend, but according to INPE’s mon-
itoring system CANASAT, in the states of Minas Ggr&oiania, Parani, Mato Grosso do
Sul, and Mato Grosso, food crops have lost theekrgrea to sugarcane in recent years (Ma-
to Grosso also stands out for deforesting in otdgulant sugarcane. Sado Paulo, which lost
part of its citriculture area to sugarcane, is eatdd separately).

2008 — Farming and forests areas replaced by sugaunte, in hectares

. Minas Ge- i . Mato Gros- Mato
Activity : Goias Parana
rais so do Sul Grosso
Agriculture 91,959 108,072 55,159 38,908 17,761
Cattle 48,284 34,514 42,336 48,465 10,556
Forests 876 0 0 0 2,385
Total 141,190 143,255 97,719 87,434 30,735
2007 - Farming and forests areas replaced by sugage, in hectares
- Minas Ge- i . Mato Gros- Mato
Activity : Goias Parana
rais so do Sul Grosso
Agriculture 93,883 59,442 71,883 26,823 15,134
Cattle 25,656 25,703 35,039 18,395 8,440
Forests 739 0 0 1,119 1,892
Total 120,306 85,559 107,350 46,446 25,524
Sugarcane expansion over farming and citriculture eeas in S&o Paulo, in hectares
Year Agriculture Cattle Citriculture Total
2008 268,633 371,262 19,919 661,969
2007 304,625 321,119 8,997 636,814

Source: Canasta/INPE

Sugarcane Agroecological Zoning (AEZ)

The Sugarcane AEZ — a technical reference thattpdinareas with better climate, rainfall
and soil conditions for sugarcane plantations — wasgle official by Presidential Decree
6.961/2009 in April 2009. At the same time, the gownment turned the AEZ text into a Bill
(6.077/2009), so that its provisions would be Igghinding.

The highlights of the AEZ and the Bill include anban increasing sugarcane plantations and
the establishment of new ethanol and sugar planted Amazon, Pantanal and the Upper
Paraguay Basin; primary vegetation areas cannatef@ested to plant sugarcane; and the
crop should not expand over land with declivityl@6 or above (where mechanisation is not
feasible). Finally, new enterprises will have tdaob a certificate from the Ministry of Agri-
culture, Livestock and Supply stating that theyepne risk to the country’s food security.

Those advancements deserve to be acknowledged. ydowehile Bill 6.077/2009 is not

voted in the Chamber of Deputies and the Senaten@asures are only guidelines to grant
rural and agroindustrial credit. But there is higgk of retrocession in Congress, since the
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ruralist parliamentary group has already announicedl intention of making drastic changes
to the proposal.

The BIll, in turn, which was sent to Congress cwgear ago, has not been appreciated by the
Chamber of Deputies or the Senate, and that i€xmected to occur in any foreseeable fu-
ture. Until it happens, no AEZ environmental praiwt measure is legally binding.

However, even if Bill 6.077/2009 is approved with changes and gets to be successfully
implemented, with effective monitoring and contribldoes not guarantee that the Amazon,
Pantanal and the Upper Paraguay Basin are protageedst agribusiness’s negative impacts.
That is because the expansion of sugarcane plamsagven over demarcated areas, will dis-
place other farming activities to the zoning’s gxteen areas. Besides, there is no real guar-
antee that the other biomes are protected fronregfation and contamination by pesticides.
According to the AEZ, most areas considered apsfiggarcane expansion are located in that
biome.

From the environmental perspective, when pointiogtbe potential of several regions for
sugarcane, AEZ did not take into account the Mipisf the Environment’s Map of Priority
Areas for Conservation of Biodiversity, allowingapes considered officially strategic for
environmental conservation to be targeted by saga&enonoculture. Furthermore, the Bill
does not set restrictions for existing processiagts or for new projects that have obtained
an environmental license in exception areas.

Processing plants in exception areas

The federal government’s discourse on the Sugarganig is that Brazil can increase etha-

nol production without destroying Pantanal, the &lpparaguay Basin and the Amazon.

However, a series of ongoing sugar-alcohol entseprin exception zones can become un-
comfortable obstacles to that project.

Projects already established in the Amazon inclule:Pagrisa processing plant, in Pard,
where the largest liberation of slave labour teedatBrazil took place. In the state of Ama-
zonas, the Jayoro processing plant in the paradisiagion of Presidente Figueiredo, where
there are over 100 waterfalls. And in Rond6nia,Bba Esperanca processing plant is operat-
ing full-blown in Santa Luzia D’Oeste, an areaiohrbiodiversity.

There are projects approved in Roraima, Acre, Roiddato Grosso and Amazonas: Bio-
capital in Roraima, Alcool Verde in Acre, CurtpamGerejeiras and Santa Carmem in Ron-
doénia, Bioenergia in Juara, Mato Grosso.

In Mato Grosso do Sul — a state that is within Baakt and part of the Upper Paraguay Basin,
according to the State Department for Agrarian Dmgwaent, Production, Industry, Trade
and Tourism $ecretaria Estadual do Desenvolvimento AgrarioPdaducdo, da Industria,
do Comeércio e do Turism&EPROTUR), environmental licenses were under proeefbr

69 processing companies, and 21 of them alreadw tiadnse to establish their facilities.
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Expansion of sugarcane over farming activities

Sugarcane expansion over areas already occupiedhiey farming activities is one of the
aspects dealt with by the Bill on Sugarcane Agrtmgio Zoning (AEZ). That is, seen as a
potential threat to the country’s food securitygpreplacement led the federal government to
suggest criteria for controlling it.

The Ministry of Agriculture and Livestock (MAPA) im charge of granting licenses to re-

place farming areas with sugarcane, taking int@acta national assessment about the im-
pact of reducing those areas over the country’sl feecurity. That is, advancement of soy-
bean over corn areas, for instance, will not take account the local or state reality, but ra-
ther the nationwide production of corn.

In a prospective exercise — since the AEZ is alalva technical guideline for sugarcane —
two aspects can be considered relevant in thisasicerthe total impact of reduction in food
production and the displacement of that productioaugarcane exclusion zones — Amazon,
Upper Paraguay Basin, and Pantanal.

According to the AEZ, 34 million hectares now oceapby pasture and cattle — an area often
degraded or underused due to the activity’s lowcieficy — can open space for sugarcane.
That change, according to the government, coulduwage investments in the increase of
cattle productivity (cattle heads per hectare). sy, considering the historical trend of the
relationship between agricultural expansion andlezaivhich has created increasing cattle
occupation in the Amazon, for instance, there arguarantees that such scenario will not
deteriorate. Nowadays, the cattle industry occuplesut 75 million hectares within the bi-
ome.

The same could happen with crops such as soybeahegady takes about 1.6 million hec-
tares in the Amazon) and rice, which have alsoaspower sugarcane exclusion zones.

Possible impacts of sugarcane expansion over farghareas

According to the AEZ, states with higher aptitude $ugarcane expansion are Goias, Mato
Grosso do Sul, S&o Paulo, Minas Gerais, and Paaangell as the part of Mato Grosso that
is not included in the Legal Amazon.

Regarding cattle, the scenario in those stategrdic to surveys by the Brazilian Institute
of Geography and Statistics (IBGE) in 2007, sho@g Zattle heads in Goias, 25.6 million in
Mato Grosso, 20 million in Mato Groso do Sul, 2gh8lion in Minas Gerais, 13 million in
Séo Paulo, and 10 million in Parana.

In spite of AEZ projections that sugarcane shadfgnably occupy degraded, low-production
pastures, there are no national or state-wide atasarveys measuring the amount of areas in
that situation. On the other hand, a comparisoAEZ maps to data from the cattle industry
mapping provided by the Automatic Retrieval Syst@istema IBGE de Recuperacdo Au-
tomatica SIDRA) points out that pasture areas apt for szagee plantation cover towns with
high cattle productivity.
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Taking the state of Goias as an example — it haau8arcane companies in operation and 48
projects under way, 15 of which at their initighge (preliminary analysis), 17 with prelimi-
nary licenses, and 16 with installation licensest the strip indicated by zoning as pasture
area apt for sugarcane in the southern and sostkraaegions of the state (from Limeira do
Oeste and Quirindpolis to Doverlandia, Caiapbniad Riranhas), 2007 data from SIDRA
point out the predominance of towns with high coniaion of cattle (85-715 thousand
heads). From the central region (Goiania) to thethmeest (Nova Crix4s), concentration os-
cillates from medium (38-75 thousand heads) to.high

Map of cattle production by town in Goias
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As for food crop areas, a comparison between zomags and data from SIDRA on agricul-
tural production shows that, where there are pastoeas, several towns have high produc-
tion of food crops (1-50 thousand hectares). Takince again the state of Goias as an exam-
ple, where the zoning map shows pasture areasisdbtheast, north, centre and northeast
regions, there are mainly towns with 1-50 thoushadtares of rice, according to SIDRA.
Those with 1-50 thousand hectares of beans alsapgamost of the region pointed out by
zoning as agricultural in the towns of Jussara $ata Fé de Goias, Rio Verde, Santa Hele-
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na, Jatai, Chapadao do Céu, Santa Rita do Aragqrada\iqguelandia. Towns with 1-50 thou-
sand hectares of corn make up virtually all areicated by the zoning as viable for sugar-
cane. Serranopolis, Itaruma, Quirindpolis, and @tandia, as well as Caiapbnia and the
region known as Entorno de Goias, said to be pestare in fact heavy corn producers. The
towns with the same productivity for soybean, imtuwoccupy virtually all the agricultural
area pointed out as apt for sugarcane.

An identical scenario can be seen in towns of Matosso, Mato grosso do Sul, Minas Ge-
rais, S&o Paulo and Parana.

According to CONAB manager for basic foods WellmyfTeixeira, since plantation of sug-
arcane is directly related to the presence of msing plants — sugarcane grinding must take
place right after cutting or at most within 36 heurthe surroundings of a company, regard-
less of its prior activity, will be turned into sargane plantations.

Since soybean production in recent harvests hasased steadily, as well as sugarcane’s,
the displacement of the crop is already under wagupying family agriculture areas and
creating impacts on more sensitive biomes. On therdand, adopting a nationwide calcula-
tion to measure possible impacts of sugarcane food crop might considerably increase
prices of crops that lose their areas, since ti@maion from distant places is one of the main
costs included in final prices, says Teixeira. Adoag to him, if it is confirmed that the AEZ
points out highly productive farming areas to sugae, its aims will have been totally dis-
torted.

Indirect impacts

It is still difficult to known whether or not sugaane expansion in the southeast and midwest
has pushed farming activities — particularly soybaad cattle — to other areas such as sugar-
cane-exclusion areas established by the Agroeaabgioning (Amazon, Pantanal, and Up-
per Paraguay Basin).

It is a fact that Brazil's North Region saw a 7.89%rease in the area planted with soybean in
the 2009/2010 harvest compared to 2008/2009, an8%fin 2010/2011, according to
CONAB's latest grain production survey (Novembet @0

According to IBGE’s SIDRA, bovine cattle has als®s a significant increase in the North
between 2007 and 2008, going from 37.8 millionleatieads to about 39.1 million. In the
same period, the cattle industry in the Midwest savower increase, from 68.08 million
heads to 68.9 million; while in the Southeast, ¢heas a reduction from 38.5 million heads,
in 2007, to 37.8 million in 2008.

As has been said, sugarcane zoning is one of tile wdthin the government’s strategy to
stamp a ‘green seal’ on Brazilian ethanol befoeevtlorld market, thus hindering deforesting,
subtraction of native vegetation, and other impaotsensitive areas and biomes. The cutting
of native Forest in Mato Grosso to plant sugardsaseindeed diminished between 2007 and
2008 — a trend that should be strengthened inekeperiod.
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However, it remains to be known whether environmakempacts will not be ‘outsourced’, as
farming activities displaced by sugarcane migratexception zones, or even turn into sub-
traction of the vegetal cover of areas to be labeverted into sugarcane plantations.

8. Negotiations of sustainability criteria

Besides the Soybean Moratorium (signed in 2006 &etvthe Brazilian Association of Vege-
tal Oil Industries Associacdo Brasileira de IndGstrias de Oleos Vege#BIOVE), their
members (Cargill, Bunge, ADM, Amaggi), NGOs suchGasenpeace, TNC and WWF, and
the Ministry of the Environment — and mentionedhe introduction to this report), which
provides for boycott to soybean planted in aredsrdsted after 2006 or where slave labour
has been found and which has already developedtonimig devices, two other forums have
been debating socio-environmental impacts of saylpéntations.

After years of difficult negotiations, in 2009 sonué the main initiatives for socio-
environmental criteria in farming production invimlg companies and NGO representatives
defined rules to make production models more sustde. That is the case of the interna-
tional round tables of Responsible Soy and Sudt&erdiofuels and the nationwide Brazilian
Initiative for the Creation of a Verification Syste for Farming Activities,
ww.iniciativabrasileira.com.br.

By and large, the next step of each initiative igddf testing criteria. The aim is to asses
whether or not rules are feasible from the producpoint of view and if they meet sustaina-
bility aims for which they were created. That isreal out through pilot experiences. Later,
they could be presented to the market as a cattiific option.

When implementing criteria, however, producerststhto place obstacles to the advance-
ment of the process. One of the first blows to@celin May 2009, when the Association of
Soybean Producers in the State of Mato GroAssdciacdo dos Produtores de Soja do Es-
tado do Mato Grosso APROSOJA) left the Round Table of Responsible Soy
(www.responsiblesoy.org) because it disagreed wesfrictions approved to deforesting and
expansion of the crop in the state.

The defection happened after eighteen months ok and three periods of public consulta-
tions to formulate rules about abiding by legislatigood business practices, responsible
labour conditions, responsible relations to the momity, environmental responsibility, and
good agricultural practices. According to the glirtes approved, soybean could not be ex-
panded during the field test period in areas defeckafter May 2009.

A dissenting voice in a deforestation championestAPROSOJA advocated the postpone-
ment of the debate. As a minority, it preferredeave and was followed this year by ABI-
OVE, which also left the Round Table under the argnt that proposals were very distant
from producers’ reality. Despite those casualtiRsynd Table organizers still believe in the
initiative. In 2010, the challenge is to find soghepurchasers that accept to pay the extra
costs on behalf of sustainability.

While the Round Table on Sustainable Soy advancaheugh at a slow pace — the same
cannot be said of the Brazilian Initiative for tGeeation of a Verification System for Farm-
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ing Activities. In November last year, producerspresentatives left the process saying that
its governance model did not consider the groupisions.

According to a letter signed by the Brazilian Agisiness AssociatiorAésociacdo Brasilei-
ra de AgribusinessABAG), ABIOVE, Institute for Responsible Agribumass [nstituto para

0 Agronegocio ResponsayAIRES), Institute for Studies on Internationaade and negotia-
tions (nstituto de Estudos do Comeércio e Negociagbesratgonais ICONE), Organiza-
tion of Brazilian Co-operativeOfganizacdo das Cooperativas do BrasiiCB), Sugarcane
Industry Associationnido da Industria da Cana-de-AgucaddNICA), and the Brazilian
Rural Society $ociedade Rural Brasileif&RB), the coordinators of Brazilian Initiativeepr
sented to public consultation a set of principled eriteria including some items that had not
been discussed by the group that gathers prodwaarspnmental NGOs, and labour unions.
The Initiative’s executive-secretary is a membeMN&O Friends of the Earth — Brazilian
Amazon.

“It is important to ponder that construction ofrmiples and criteria does not follow a clear
decision-making parameter, which hampers the psdgesernance and transparency (...) the
very participation of distinct stakeholders in nilegs is not constant (...) Principles and crite-
ria included in the ' version will cover only market niches, escaping offi the tenets men-
tioned in the Initiative’s Mission, that is, creadi principles and criteria focused on Brazil's
production context”, says the letter.

Next, the environmental and social sectors, of WwiRepdérter Brasil is a member, sent a let-
ter demanding explanations from producers: “Thegatl disagreement with criteria dis-
cussed does not point out any specific case; meitbes it mention any fact where some of
them might have diverged from procedures resulbihdiscussions in the Working Group”.
So far there is no decision about the continuitthefprocess.

Still during the current harvest, the Round Takll&ostainable Fuel also had its troubles. In
late 2009, member NGOs were already anxious tondfegd testing the 12 agreed principles
and criteria. But the biodiesel industry group, exsally that segment linked to European
companies, started to challenge the process’ gamemmodel and demand more representa-
tion. In order to solve the imbroglio, a commissiwas created to review internal decision
procedures and changes. According to members libkedGOs, however, the damage is
already done and field tests might be delayedolhew problems emerge, sustainable pro-
duction rules are not expected to be evaluated®ddie end of this year or in early 2011.

In June 2010, RTRS held its fifth conference in amlo. Companies such as Cargill and
ADM voted against its principles and criteria. Nekeless, the conference agreed that from
now on, producers adopting RTRS rules — includithgua on soybean planted in areas defor-
ested after May 2009 — will be eligible for a sebkady at the 2010/11 harvest. Then they
will seek to gain market share or even an “awardinfthe industry because of that certifica-
tion. In the case of Brazil, the May deadline akotle inclusion of the state of Mato Grosso,
the country’s largest producer and where farmerdest taking over forest land decades ago.
But it also prevents the crop from expanding ov@w rfirontiers, such as the states of Mara-
nhao and Bahia. Transgenic soybean, one of the RTiRS8st controversial points, will be
certified, but it will also receive a seal distinghing it from the conventional grain.
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Short before the conference, a group of AmericahEuropean NGOs and social movements
released a letter with harsh criticism to RTRS,irgayhat “Industrial soy production has
caused rampant social and environmental damageuthSAmerica, including habitat de-
struction, deforestation, destruction of local fqmdduction systems, degraded soil fertility,
exposure of local people to toxic pesticides amdldinge scale displacement of local commu-
nities and small farming systems”.

According to those organisations, one of the mpjoblems is acceptance of transgenic soy,
mainly because of increase in the use of pestidieieded to that variety. “The continuous
and indiscriminate application of herbicides rasgltfrom the use of herbicide-resistant
crops has severe impacts on the livelihoods anllhrhecommunities living around the soy
fields. It has also accelerated the emergencerbidige-resistant weeds, which are a serious
problem across thousands of hectares of soy iV81eArgentina and Brazil”.

The RTRS’s decision to include transgenic soybeamegotiations about “responsibility” or
“sustainability” have also generated strong csticiby Brazilian researchers and scientists.
In september 2010, a group of nine researchersludimg Paulo Brack and Paulo Kageya-
ma, members of the National Biosafety Technical @igsion Comissdo Técnica Nacional
de BiossegurangaCTNBIio) — published the study “Transgenic Soy:st8atavel? Re-
sponsavel?® a “summary of scientific evidence showing thansgenic soybean and
glyphosate herbicide, which that soybean varietgngineered to tolerate, are unsustainable
from the point of view of agricultural productiaime environment, rural communities, human
and animal health, and the economy”.

According to the document, “In recent years, vasitwodies have entered the sustainability
debate by attempting to define the production ofegjeally modified Roundup Ready® (GM
RR) soy as sustainable and responsible. Thesedemd®BAAA, a GM industry-supported
group; Plant Research International at Wageningeivassity, the Netherlands, which has
issued a paper presenting the arguments for thaisability of GM RR soy; the Round Ta-
ble on Responsible Soy (RTRS), a multi-stakehofdewm with a membership including
NGOs such as WWF and Solidaridad and multinati@oahpanies such as ADM, Bunge,
Cargqill, Monsanto, Syngenta, Shell, and BP. In somst benefits allegedly related to RR
transgenic soy are either short-term (such as #iegphnd less toxic weed control), or unreal
(higher productivity and less toxic weed contrdflany of the promised benefits to farmers
of GM crops, including GM RR soy, have not matéziad. On the other hand, unexpected
problems have arisen. The weight of evidence fremansific studies, documented reports,
and field monitoring shows that both RR transgeiaig and glyphosate herbicide are destruc-
tive for agricultural systems, rural communitiespgystems as well as human and animal
health. The conclusion is that RR transgenic soyoabe called sustainable or responsible”.

9. Recommendation to the Dutch government

Basic points to be observed:
Social and environmental sustainability of expareoted farming production is a core pre-
condition for international trade to be a developmector in the country of origin. Sustain-

13 http://www.gmwatch.org/files/GMsoy_Sust_ResponsLEWPOR_v2.pdf
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ability is understood as a framework of practiced measures that, on the one hand, refrain
from creating negative social, environmental, ecoicp labour-related and cultural impacts
while fighting them; on the other hand, they prap@nd encourage positive impacts that
benefit the environment, workers, local and redgi@eanomy, and society as a whole.

The primary (mandatory) reference for proper préidacpractices are current legislations
(on the environment, labour, land, as well as thg/ Constitution of Brazil, regarding the
rights of traditional and indigenous communitiesta social role of property, for instance).

Therefore, besides being unsustainable, activitiggoperties break the law if they:
» deforest illegally;

» Dbreak rules regarding Permanent Protection Are&P&) and Legal Reserves;
* produce transgenic crops in areas under influeh@»oservation Units;

» use forbidden pesticides in plantations;

» contaminate water bodies, soil, and air;

» produce in grabbed land;

* invade or occupy area belonging to indigenauslombolaand traditional communities;
* hire or use labour not in accordance to labouslagon;

* subject workers to degrading conditions;

* use slave labour;

* use child labour;

» evade duties (not retaining/paying INSS, FGTS, ICEIS).

Beyond legal rules, however, other points aimingratironmental preservation as well as
social justice and wellbeing should be observedrmouraged by producers of commodities
who seek to meet socio-environmental standardsy iflwdude:

* Avoiding production in areas with new deforestatiomll biomes;

* Avoiding production of transgenic crops, even lesgal ones, specially when there is risk
of contaminating conventional or organic plantasion

» Avoiding overexploitation of water resources thaynbecome scarce and insufficient for
other activities and communities;

* Avoiding activities that might interfere in the Weding of traditional and indigenous
communities, such as using pesticides near riversfeed them, purchasing or expropri-
ating their land, using precarious labour of thpspulations, etc;

* Recognising the rights of traditional and indigemqopulations over their territories,
including those under demarcation procedures;

* Recognising the final ownership and possessiom®flinion over land expropriated for
land reform purposes;

* Recognising the right of workers to organise irolabunions;

* Not punishing social and labour leaders with disaiis

» Encouraging participation by social organisatiamshie making of rural policies for Bra-
zil.
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Recommendations on trade relations

The most recurrent problems with soybean plantatiarBrazil are deforestation, laws that
are not followed regarding areas of environmentatgetion and Legal Reserve as well as
labour legislation (slave labour and other ruldésyd related conflicts with indigenous and
traditional populations and small farmers, landeiprag, pesticide contamination of the envi-
ronment and population, environment contaminatigriransgenic soy and overexploitation
of water resources.

Also to be considered are impacts of constructionke/ and infrastructure projects aimed at
meeting demands of the farming industry, which rhigduce land-grabbing, deforestation,
land disputes, and others problems.

Therefore, the Netherlands is advised to cancetadle operations based on Cargill's grain
port in Santarém, which has been illegally builtl @maused major social and environmental
impacts, until a solution is found for the entespts environmental liability.

It is also recommended that any investment by th&ld government in infrastructure for
transporting soybean in Brazil (roads, railwaystemasays, hydroelectric plants, ports, etc) be
preceded by a deep study on potential social, enmental and land-related impacts as well
as those on indigenous and traditional populatiénaide consultation should be conducted
with civil society organizations working in the aren question. In case the project presents
social environmental or land-related risks, refirmgfrom any funding is recommended.

Criteria

The Netherlands is second only to China in soyhegorts from Brazil. Given the im-
portance of those trade relations, the Netherlaaslvised to adopt social and environmen-
tal criteria that protect it from potential damagets image and mainly from charges of en-
couraging illegal practices committed by Brazil@oducers.

Mandatory social and environmental guaranteesHerarigin of products and the manage-
ment of production chains constitute a currentoradn Chain of Custodycertification pro-
cessesfor instance Those devices aimed at the traceability of thele/process are widely
used in certification of several products in waltd Brazilian markets.

In Brazil, some state-driven devices list produ@erd properties convicted of environmental
crimes and slave labour: IBAMA'’s list of embargoed areas,
http://siscom.ibama.gov.br/geo_sicaéhd the Ministry of Employment and Labour’s “glirt
list” of slave labourhttp://www.mte.gov.br/trab_escravol/lista_suja,psthich should be the
starting reference for sustainability criteria dedproposed to Brazil's market.

Ideally, criteria that can be proposed to Brazilsmybean’s exporters might include points

such as:

* Guaranteeing that soybean does not come from pgrepencluded in IBAMA'’s List of
Embargoed Areas and in MTE’s “Dirty List” of Slalabour;

* Guaranteeing that soybean does not come from a amoynparm or producer that has
been sued, according to the law, flagrante delictoof slave, degrading or child labour;

* Guaranteeing that soybean does not come from a awoyngarm or producer that has
debts related to INSS and FGTS of their employees;
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* Guaranteeing that soybean does come from a propdhya Certificate of Rural Estate
Registration Certificado de Cadastro de Imével Rur&CIR), proof of dominion, or
proof of possession origin, in order to avoid fiela with producers in grabbed land;

* Guaranteeing that soybean comes from a propertyhs presented its environmental
license in order to verify that environmental légfi®n has been followed,;

* Guaranteeing that soybean comes from a propertyhtgaproved that it kept its Perma-
nent Preservation Areas and Established the LegséiiRe, in order to verify that envi-
ronmental legislation has been followed;

» As agreed by enterprises and trading companidgeadybean Moratorium, not purchas-
ing products related or responsible for deforestaitn the Amazon and in Cerrado;

* Guaranteeing that soybean does not come from aawnparm or producer occupying
indigenous oquilombolaland under recognition procedures, as long asutitieropologi-
cal study has been presented and the deadlinatiernge it has passed.

* Guarantee that soybean does not come from a comfaanyor producer occupying area
under ownership litigation;

» Guaranteeing the possibility of immediately sewgrirade relations in case of illegal
practices regarding environmental, land and lalvelated laws.

Proactive actions

As one of Europe’s most important economies, thinétands have a contribution to give to

improving social and environmental conditions iraBlF's farming and rural sector through

investment criteria. Besides refraining from inwegtin any infrastructure projects that pose
threats of social, environmental and land-relategacts and impacts on indigenous and tra-
ditional populations, the Dutch government could@dand support a series of policies that
encourage regional development, social justice Bnadil's environmental sustainability, by
sponsoring:

* Investments in research and projects aimed at dewg technologies for small-scale and
decentralised sustainable production that benefitsncome localities and populations;

* Investments in job creation in regions and loaaditivhere slave or exploited workers
came from.

» Policies and legislation enforcing the rights afigenous and traditional populations;

* National and international measures or legislatigainst climate change;

* Measures and legislation to protect sensitive bgrsach as the Amazon, Pantanal and
Cerrado/Caatinga;

* Investment in and sponsorship of organisationssaethl and environmental movements
developing projects for environmental protectiorgame generation, social inclusion, as
well as advocacy of human rights, labour rightgjgenous andjuilombolapopulation’s
rights, traditional populations and those victinfssoybean impacts and infrastructure
works for transporting production.

Sao Paulo, December 2010

Centro de Monitoramento de Agrocombustiveis - Rep6r  ter Brasil
Rua Coronel Firmo da Silva, 282, Sdo Paulo-SP, CEP 01255-040
Tel. +55 (11) 2506-6570, 2506-6562, 2506-6576 e 2506-6574 - biobr@reporterbrasil.org.br
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