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The new code is still under study in ongressjtbstalredy causing degradationin Brazil
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Introduction

With prices 30% above historic thresholds, soylheamwain attracting major
investments in Brazil's 2010/2011 harvest seasessifism that used to reign among
producers in the worst times of the financial srisas been left behind. In this season,
the country’s soybean area increased 2.9%, tor@dlibn hectares, and output, given
high productivity, went up 9.2%, reaching 75 millitons. The largest expansion took
place in the Midwest region — where the area pthnti¢gh soybean increased by 278
thousand hectares, driven by the state of Matoseresand in the South, whose
plantations grew 233 thousand hectares, espedaialhe state of Parana.

While that increase is a sign of producers’ optimig is a cause of concern for
environmentalists. Soybean plantations, based @tatije monoculture-based farms,
have encouraged deforestation in Cerrado and Amazas in several Brazilian towns
where the crop’s area was considered establisleetbr&l government agencies that
monitor forest cutting, such as the Brazilian lngé of Environment and Renewable
Natural Resources (Instituto Brasileiro do Meio Aemtte e dos Recursos Naturais
Renovaveis, IBAMA), as well as civil society orgsatiions, including Greenpeace,
Instituto Centro de Vida (ICV), the Land Pastorah@nission (Comisséo Pastoral da
Terra, CPT) and Reporter Brasil itself, have waraledut links between new
deforestation and soybean.

Data presented by the National Institute for Sgaesearch (Instituto Nacional de
Pesquisas Espaciais, INPE) through its System éai-BBme Detection of Deforestation
(Deteccdo de Desmatamento em Tempo Real, DETE&)eshthat in April and May
2011, Mato Grosso, the country’s largest soybeadywer state, led the statistics of
forest cutting. Similar information has been obtaiby the NGO Imazon’s
Deforestation Warning System (Sistema de Alert®eematamento, SAD, another
satellite-based system for monitoring the fordssed on the state of Par4. SAD points
out that, between August 2010 and June 2011, deedeforested in the Amazon
reached 6,274 km2 — a 266% increase over the sarwa pn the previous year — and
Mato Grosso producers have also led statisticsegnadiation, with 60% of the forest
cut down within that period.

Given the sudden increase in deforestation, IBAMA ather environmental control
agencies had to strengthen their field operatiesggecially in Mato Grosso. Between
January and July 2011, IBAMA agents embargoed Zoi@ttares in the state for
illegal damage to native vegetation. Fines tota@ d#llion reais, with 453 violations
registered. In all, 26 people were arrested anldBors, 63 trucks, 23 chainsaws,
7,810 m3 of logs and 977 m3 of lumber, 1,640 tdrmce and 752 tons of soybeans
were seized. At a public hearing held in the Fddeeaate in late June, environment
minister 1zabella Teixeira said that, of the 8242kaf deforestation found by the
DETER system from August 1st, 2010 to May 31, 2@iiy 112 km2 were authorised.

In an interview given to Repdérter Brasil, IBAMA’Srdctor for Environmental
Protection Luciano Evaristo explained that 12 duhe 13 deforestation fronts
inspected by the agency in Mato Grosso in the fiast of 2011 would be used to plant




grains and only one was for cattle. Towns withadition in soybean, such as Nova
Ubiratd, Claudia, Feliz Natal, and Peixoto Azevedwe included in deforestation lists,
which surprised inspectors. The problem used tconeentrated upstate, where the
lumber industry opened room for new pastures ftitteceanches.

According to Evaristo, new deforestation fronts @encouraged by the expectation of
an amnesty to be granted to deforesters, gendrgtddbates on the New Forest Code
in Congress. “We are seen a mass movement to chehe legislation. Several
producers believe that the federal agency woulshdygerative and in the amnesty that
would allegedly be promoted by changes in the E&@esde”, he said. Reporter Brasil
found that Mato Grosso rural producers’ associatieven encouraged members to
deforest, since changes in the Code would exeniptefgers from punishment.

Indeed, the first draft of the New Code, voted iayMby the Chamber of Deputies,
benefits producers who committed violations. Howetlee Bill still has to be examined
by the Federal Senate, which, under pressure bigtlezal government, NGOs, social
movements, researchers, and scientists, can reersbanges made by deputies to the
Bill, which would speed up environmental degradatio this new report on soybean
and its socio-environmental impacts, Reporter Beasimines the New Forest Code,
connections between new deforestation cases ameaoyroducers, as well as the risk
caused by changes in the “rules of the game” tersggustainability agreements
already signed between civil society organisatemd the soybean industry.

The New Forest Code

The text of the New Forest Code, based on Bill 1&78999, proposed by the late
deputy Sérgio Carvalho (PSDB-Rondbnia), was intdradeeplacing the current
legislation, in force since 1965. The version pdseeMay this year by the Chamber of
Deputies and strongly influenced by the rural prstuobby, establishes, among other
things, that the Union will yield new competencesemvironmental regulation to states
and towns, which could then strengthen mechanisrdsfend local vested interests,
especially the “ruralist” one. In short, the balamd novelties approved at the Chamber
dictates that:

— Permanent Preservation Areas (Areas de PreserPagénanente, APPs) deforested
by July 22, 2008 will not have to be recovered, famthers that have been fined will be
granted amnesty;

—in remaining APPs located by the margins of whteties up to 10 metre wide, the
forest area can be limited to 15 metres — halhefdurrent rule.

— legal reservation percentages were maintainéukeiso-called Legal Amazon at 80%
for forests and 35% for Cerrado areas, as wel asher regions, at 20%. Farms’ APP
areas will now be accepted in the measuremenbnasds it does not cause new
deforestation;

— farms of up to four fiscal modules will be albdericlude in their legal reservation the
remaining area of native vegetation existing by 22, 2008;




— farmers who deforested before the increase itethed reservation percentages (from
2000 on) shall keep the area demanded by the prelegislation.

Under pressure by the ruralist segment, the Minstthe Environment has admitted
legalising some areas consolidated over a hundrasyago into APPs, such as coffee
areas on mountain tops in the state of Minas GeBaisthe agency has expressed its
disagreement with an amnesty to those who illegidfprested areas before 2008; it
also sees a risk in the Union’s sharing of regujapmwers with states and towns, since
it could create an “environmental war” — federatardities could fight over
investments, thus weakening their environmentas.ul

Given that imbroglio, the government tries to drikie senators who will lead the
debate about the Bill — Luiz Henrique da SilvelPMDB-Santa Catarina), in the Justice
and agriculture Committees, and Jorge Viana (PTeAdn the Environment Committee
— into reaching an agreement to issue a singlegsropn. That will not be an easy task.
Despite the fact that both of them belong to parsigpporting the federal government,
Silveira is seen as closer to ruralists, while iancloser to environmentalists.
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Deforesters are using streams to cut down treglarstate of Mato Grosso
Photo by Ibama

According to Mato Grosso-based NGO Instituto Ced#&d/ida (ICV), the perspective
for approval of new environmental legislation haggered a deforestation spree in the
state. In April, when the Chamber of Deputies st#bated the project, Imazon’s SAD
already showed an upward trend of 22% in deforiestaind 225% in forest
degradation between August 2010 and March 2011pao#d to the same period in the
previous year. Still in April, IBAMA inspectors foul cases of deforestation above
1,000 hectares, the so-called megadeforestatiochwiad disappeared from the state.




Having conducted its own mapping on three towngl@o Grosso’s Midnorth — a
traditional soybean area — ICV found 66 new detatés cases in Nova Ubirata
(totalling 37 thousand hectares), 24 in Santa Carifgethousand hectares) and 22 in
Claudia (9 thousand hectares). “According to fiafdrmation, what is happening is a
race to deforest large areas as soon as possiltéke advantage of the amnesty
promised to illegal deforesters by the proposedgba in the Forest Code. Those acts
are being carried out against current laws, eveh awareness of eventual inspections
by the environmental agency”, warns the analysigEd§technicians.

The relationship between soybean and deforestaiaon new proportions in the first
half of this year. According to data provided bg tHational Institute for Space
Research (INPE), the number of soybean plantatamaed within newly deforested
areas in the states of Mato Grosso, Para, and Randéarly doubled in 2011 over
2010: from 76 areas last yeagcent deforestation with soybean went to 147 atéayear.
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Trading companies’ silos along the BR-163 fedeoald in Mato Grosso: the environmental
degradation route — Source: ICV




According to Paulo Adario, head of Greenpeace’s 2Zana&Campaign, deforestation
cases in the first four months of 2011 have alsml a new kind in terms of area size.
“While in recent years most deforestation in adtimal areas took place as minor
increments in plantations over the forest, largemstations were resumed this year.
That happened mainly in March and April, coincidgtite time when debates about
changes in the Forest Code were setting Congraes. af

In the state of Mato Grosso — the deforestatiomngiian in the first half of 2011, with
673.5 km2 deforested between January and Junegaugeo DETER data — major
soybean producer towns, such as Sinop, Nova Ubimtanga do Norte, and Tapurah,
stood out in the list of violations.

Just like the project to change the Forest Codeo@aosso’s new Ecological Socio-
Economic Zoning, whose final version was approveBeabruary by the state
parliament and signed into law in June by the gjateernment, reduces the mandatory
legal reservation from 80% to 50% in already coidsdéd estates in Amazon forest
regions. It also allows sugarcane to be plantedregady banned areas, legalises recent
deforestation, and exempts properties of up toh@ares from recovering their legal
reservation — a contradiction with the current Bbfeode.

To actually be in force, the zoning has to be apgddy the National Environment
Council (Conselho Nacional do Meio Ambiente, CONAMand the President, but
perspectives about consolidation of softer ruleddgal reservation in Mato Grosso’s
Amazon have also encouraged the deforestation leage]y under the conniving eyes
of municipal authorities.

In Nova Ubirata, with 56 properties in the listasbas embargoed by IBAMA, the head
of the municipal environmental department, Ademan&rdi, sustains that all
deforestations in the town happened in order t@edsoybean plantations. Denardi
argues, however, that the irregular aspect of éefation in most properties lies in their
lack of regular ownership documents, which woulevent them from applying for
licences to cut native vegetation regardless dlldgforestation restrictions.

“Nova Ubirata is a town prone to opening [the fof.d3eforestation has often happened
in areas where that is legal, since most prodwstdrfiave 60% of their area closed.

But, without their ownership documents, farmersncdrihave the Environmental
Operational License (Licenca Ambiental de Operatd®))”. Denardi says that small
farmers who originally occupied the land and ditl a&k for adverse possession are the
ones to blame for the situation. “When they sold ithe big farmers, there was no
document and the situation remained open”.

According to farmer and lumber company owner RagRiedrigues, head of Sinop’s
environmental department — who has 57 areas eméditgpIBAMA for environmental
crimes — environmental control agencies in the meald be exaggerating and applying
“unfair fines to innocents”. According to his vieW§PE'S DETER system would have
showed “only 188 deforestations focuses and 49ddwad hectares deforested, and that
means nothing”.




Among those “unfairly treated”, he mentions Pataisl speculator Vadenilson
Badalotti, the target of 12 fines by IBAMA for crés such as deforestation and
prevention of regeneration of 9.6 thousand hectafreative forest (over 9 thousand
football fields). According to IBAMA, most of therea deforested by Badalotti is used
for soybean production.

In May this year, Mato Grosso’s state environmezgadtment (Secretaria do Meio
Ambiente, SEMA) publicised a list including the nesrof the 20 largest deforesters
fined for environmental crimes in the first four nbs of 2011. Besides Vadenilson
Badalotti, already mentioned, several other namethe list are related to soybean
production, such as Rodrigo Badalotti, who destio§49.6 hectares of forest in Nova
Ubiratd; Vilmar Luiz Valiati, from Santa Carmem, aviilegally set fire to 134.65
hectares of Amazon forest; Antdnio Lunardi, frontdpga do Norte, caught with
110.44 hectares of illegal deforestation; Edimadaila, from Nova Ubirata, fined for
illegally deforesting 256 hectares; and André Ldinarho has “clear-cut a 1200.27-
hectare area of forest in the Legal Amazon” indpga do Norte. Inspected by IBAMA
in February 2011, Lunardi had sold soybean to tr@degill in December 2010.

Conflict in the soybean fields

In north-eastern Brazil, the states of Piaui, Mh#&m and Bahia experience problems
that are distinct from Mato Grosso’s. In those @agtural frontiers, union and social
movement leaders tell stories that are typicaliebmdierly expansion of crops, including
land grabbing, rural violence, and environmentgrddation.

In the town of Urugui, a soybean hub in south-weskaui, Jodo Vicente, a leader of
the local rural workers union, says that land gnadpls the worst problem: “Some big
farmers buy 1,000 hectares and shortly after tiet &re registering 5,000 hectares”.
Therefore, rural workers who have lived in theferagenerations risk losing their land.

Another serious problem faced by Paui residerdssiegard for state law 5699, of
2007, which increased the mandatory reservatidherstate’s Cerrado areas from 20%
to 30%. Manoel Borges de Castro, an environmemalyst with IBAMA'’S branch in
Piaui, says that the agency has faced cases dfdgwbedience by some landowners
that carry out forest suppression in their propsttiegal reservation in order to enlarge
the production area”. Last year, inspectors camigoanti-deforestation operations in
136 farms in the state and applied fines totallir@ymillion reais. In the first half of
2011, 32 properties were inspected, resulting Dthbusand reais in fines.

Regarding the New Forest Code, Castro sees a msl§dn granting amnesty to already
punished violators and to those who, in spite eifgacommitted violations, have not
been fined yet: “Given the increase in deforestatibPiaui’s Cerrado, that would be a
major discredit to state and federal environmetnatrol agencies”.




In southern Maranhao, in the town of Balsas, Araddomes de Morais, a.k.a. Antonio
“Crioulo”, a member of the local board of the LaPastoral Commission (CPT), reports
that the expansion of soybean in the city has gutsihed whole communities to open
the way for plantations. A member of Maranhao’s ldarRights Council, he thinks that
the New Forest Code will “worsen the situationfycg it encourages expansion of large
monocultures such as soybean, sugarcane, and plusaiy the region, which are not
compatible with communities’ way of life and tradnal production.

Despite admitting that the current Forest Code eéastdhme updates, Felipe Seino, head
of IBAMA'’s office in Balsas, see “major retrocessian the Bill voted in the Chamber
of Deputies. Early this year, Seino took part iem@ion Safra Verde, when IBAMA
inspected if firewood stored in storage yards ahpanies and grain drying farms came
from legal origins, that is, whether or not it waasesult of authorised deforestation.
Violators were notified for use of illegal wood alagk of environmental license,
resulting in 4 million reais in fines and 15 grdiryers embargoed.

In another soybean hub in Northeast Brazil, wedBaima, IBAMA’s Operation

Veredas 3 sought to inspect the enforcement of egoba established by inspectors.
According to Zenildo Eduardo Correia Soares, IBANAExecutive-manager in the
soybean town of Barreiras, 99% of farms did nopkesbargoes. “The penalty was
apprehension of machines, such as tractors, whichk teing used in embargoed areas,
new fines and the renewal of embargos”, said SoBresious operations Veredas 1
and 2 had resulted in the embargo of 69 thousacdigtes and 55 million reais in fines.

Still in western Bahia’s soybean region, land gragland deforestation as well as
violence against rural workers are strong, accgrtirmembers of social movements.
Achiles Jesus dos Santos Siquara, leader of theléssaRural Workers Movement
(MST), the New Forest Code is yet another stimtduspunity of those causing social
and environmental impacts. “The major difficultydettle landless workers in western
Bahia is land grabbing. We occupied an area betwaenEduardo Magalhdes and
Barreiras, with 1,350 families. We were campedheyBR-242 road, near the so-called
soybean ring, where a new soybean crusher is teitigvith Chinese capital. Every
week someone showed up saying that they ownedtiu, lhe told Repérter Brasil.

Besides environmental impacts, soybean is alsot@agonist of problems related to
violations of workers’ human rights, especiallyBrazil’'s North and Midwest.
Nowadays, the “dirty list” of slave labour includeisie properties where there was
flagrante delicto of that crime in soybean produttiThat number however, might
increase in the next issues of the list. In 20id 2011, labourers subjected to
conditions analogous to slavery were freed fromeadt four soybean enterprises.
Inspections carried out by the Mobile Group andréspective regional branches of the
Ministry of Labour and Employment led to the libtewa of 80 workers. That figure
might increase, due to other inspections conductdite industry in 2011, whose data
are still under analysis.

In Baixa Grande do Ribeiro, the second largestsagiproducer town in the state of
Piaui, six workers were freed in a soybean inspectivhile 14 people were freed in
Palmeira do Piaui — the 9th largest producer. ktspe have also freed seven people
from a soybean farm in Tapurah, a town in Mato Goosith 100 thousand soybean




hectares. In Bahia, one of the states where thexpanded the most in recent years,
Correntina saw two important liberation cases iybsan farms. Inspectors guaranteed
freedom for 53 people in soybean farms of the tdahia’s fifth largest producer.

In spite of the serious problems, major soybeatinigacompanies keep on purchasing it
from producers who use slave labour in Brazil. 1@ Cargill and Louis Dreyfus
bought soybean from a producer whose name is iadludthe “dirty list” of slave
labour. He is Olavo Demari Webber, who enteredigiién July 2009 for having
subjected at least twenty workers to subhuman tondiin his farm called Boa Sorte
(Good Luck), in the town of Porto dos Gauchos, MT.

According to inspectors of the Ministry of LabourdeaEmployment, labourers were
preparing the pasture for cattle, but they sufféhedats and physical abuse during work
hours. They had no regular working papers and thdividual protection equipment
was discounted from their wages — which is absbjultegal. Furthermore, lodging
facilities had no bathrooms and up to six peopleeveecommodated for months in
canvas tents. Besides raising bovine cattle, Olemari Webber owns several farms in
other towns in Mato Grosso where he also produasgy In 2010, the Ipiranga do
Norte, Mato Grosso, unit of Louis Dreyfus purchasegbean from him. Cargill’s unit

in Sorriso, in the same state, also received coBeptember 2009 and soybean (in
April 2010) from Olavo Demari Webber.

His name was withdrawn from the “dirty list” of salabour on December 22, 2010 by
a preliminary court decision, but is should be pmiout that those business
transactions were conducted while he was stilhelist. Louis Dreyfus’s press office
informed that “soybean purchases from the aforeimeed producer were an isolated
case among over 6,000 soybean and corn provided by the company in 2010, and
it was a mistake by its purchasers”. The releastasis that the company’s policy is to
restrict product acquisitions from any producer sgnaame is on the “dirty list”.

However, the employee who closed the deal undeddtwat he could do the transaction,
since the property on the list of the Ministry aflour and Employment is not the same
where the product purchased by Louis Dreyfus cdnoes. Nonetheless, the company
guarantees that “it has already renewed the trguoirits workers regarding the correct
application of its policy and it underlines thah@as no commercial relationship with the
aforementioned producer”.

Cargill, in turn, also admits that “the produceoshl be blocked by the system, which
has not happened in this case and would have pgexléme purchase”. According to
Cargill's officials, the employee in charge of dlagdeals at local level might have
made a technical mistake or an “interpretationréridowever, the company says it
evaluated possible failures in transactions madkedrast three years and found no
similar case. Finally, it sustains that “it wasismlated case” and that “measures have
been taken to correct the problems”.




Agreements in the spotlight

Soybean expansion and the debates on the New Kwdstare already challenging
recent mechanisms for socio-environmental agreesnsuath as the soybean Round
Table and the Moratorium. In the former case, thew Forest Code” as voted in the
Chamber of Deputies might have direct influencer@number of producers able to
get certification. That is because the agreemdingsprinciple establishes that, “a
responsible soybean producer” must follow the wimatgonal legislation. Therefore,
those that do not have the whole legal reservatieserved would be excluded from the
process. The situation will be different if the edd changed and the new text
regularises past deforestation.

The Soybean Moratorium, in turn, signed by the Bieaz Association of Vegetal Oil
Industries (Associacéo Brasileira de Industria®tos Vegetais, ABIOVE), which
represents major trading companies such as Cagitige, ADM, and Amaggi, as well
as NGOs, faces a real threat: with soybean pricgesketing, will companies sustain
an agreement that restricts, in theory, the expansi the crop? How will the industry
respond to the new deforestation boom? Greenpeaeaf the Moratorium’s manager,
expresses its concern. “Trading companies havegbybhid that they are no longer
interested in the moratorium, that it would be edrilt leaves the impression that they
are not willing to lose any soybean area, regasdiéshe costs it implies to the forest.
What we know is that the forest is coming down #r&lindustry has to be accountable
for that”, says Greenpeace’s Rafael Cruz.

One of the reasons for that is the insecurity r@iggrthe new environmental legislation.
NGOs put pressure for the moratorium to demandttaeing companies purchase
grains only from properties with Rural EnvironmédrRagistration Cadastramento
Ambiental Rural, CAR According to ABIOVE'’S secretary-general Fabiagheirinho,
however, most producers are reluctant to regist€Ad&R before environmental rules are
defined: “I see the discussion as important, weetta\vencourage it, but first
environmental rules have to be clear; we can’'tdanyone [to register]”.

Trading companies linked to that association vald to expel from their lists of
providers about 140 soybean farmers already idedtfith production in recently
deforested areas. According to Greenpeace, thenaexésts will be even more in the
spotlight, since recent flights over towns of Na¥airata, Sinop, and Marcelandia
showed that most deforestation is located in amdggcent to soybean fields. “We
believe that, with current soybean prices, produeell not even wait one to two years
to prepare the areas with another crop; rathey, whk invest heavily in soil correction
and get right into soy”, says Cruz.

As for trading companies demanding the CAR fronirtpeviders, Greenpeace’s Cruz
explains that the matter has been voted and thare reason to wait for other issues in
the Forest Code to be defined. “The CAR registrasomandatory, it's regulated and it
has to be observed”, he sustains. The appareaatetf the industry from commitments
with environmental responsibility will collide witthe expectation of a few consumer




markets that have raised the level of demand aha@itinability of their products. For
Greenpeace, that should be a point of pressurdB&OVE, in turn, it is an obstacle.

Along the second half of 2011, major mobilisatibllstake place in Congress
regarding the New Code. Segments of the federargoment aligned to ruralists, such
as the Ministry of Agriculture, will advocate amheto deforesters and softening of
environmental legislation. On the opposite side el the Ministry of the Environment
and NGOs, struggling to sustain the forest prodbectiamework. The likely result,
given agribusinesses’ economic power, is an agreethat regularises part of
deforestations already made but also demands rgcoffanother part and prevents
future degradation.
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