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PROPOSAL TO IMPROVE THE
TRANSPARENCY AND SUSTAINABILITY
OF ITS FOREST-RISK SUPPLY CHAINS

RECOMMENDED: VOTE FOR PROPOSAL 5 FOR BUNGE TO REPORT ON
PROGRESS TO INCREASE THE SCALE, PACE AND RIGOR OF ITS EFFORTS
TO ELIMINATE NATIVE VEGETATION CONVERSION IN ITS SOY SUPPLY

CHAIN."

Bunge Limited, a US-based agribusiness and food
company, has received increasing negative
attention for its role in driving deforestation,
forest fires, and human rights abuses through its
soy and palm oil supply chains in Brazil and
Indonesia.? In Brazil, Bunge’s soy operations were
linked to at least 48,725 hectares - four-fifths the
size of Chicago?® - of absolute deforestation risk
between 2015 and 2018* and to 16,942 fire alerts
in 2020.5 According to Trase Finance, Bunge’s
absolute deforestation risk was 51 percent higher
than any other traderin 2018.°

The Cerrado - a vast savannah in Brazil and one
of the world’s most important ecosystems’ - has
already lost roughly half of its native vegetation
to land clearing at the hands of agribusiness.®t
Some 95 percent of Bunge’s deforestation risks
lie in the Cerrado.® Due to these risks, in 2020,
over 160 consumer companies and investors,
including many of Bunge’s clients and
shareholders, urged the company to stop
sourcing soy from the Cerrado in adherence to
the Cerrado Manifesto and the Accountability
Framework Initiative?® These industry
frameworks explicitly call for a 2020 cut-off date
for sourcing soy from the Cerrado!*. Bunge
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exported just under 16 million tonnes of soy from
the Cerrado in 2018 but has not signed onto the
leading industry initiative, despite mounting
pressure from companies, investors, and civil
society. 12

In Indonesia, detailed reporting on Bunge’s palm
oil operations revealed that nearly 40 percent of
sampled mills supplying Bunge were reportedly
linked to violations of local communities’ land
rights, criminalization and violence against land
and environmental defenders, and serious
environmental degradation.!* A number of
Bunge’s suppliers'*in Malaysia have also been
accused of using forced labor and sanctioned
accordingly. For example, in 2020, US Customs
and Border Protection blocked palm oil imports
by Bunge supplier FGV Holdings Berhad (also
known as Felda Global Ventures) for use of forced
labor, including “physical and sexual violence,
debt bondage, and retention of identification
documents and withholding of wages.”** In the
same year, another Bunge supplier - Sime Darby
- also had its palm oil imports blocked by the CBP
over allegations of forced labor.1¢
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Given the significant material risks posed by > Detailed non-compliance protocols with

Bunge’s operations (detailed below), clear terms for suspension/termination of
shareholders should vote in favor of Proposal 5 suppliers who perpetuate environmental and
calling on Bunge to issue a report assessing if human rights abuses, and

and how it could increase the scale, pace, and

rigor of its efforts to eliminate native > Grievance mechanisms that are accessible
vegetation conversion in its soy supply chain. and responsive to communities and provide

remedy for harm.

While a vote in favor of the resolution applies to

Bunge’s soy operations, the company’s poor

environmental and social performance highlights MATERIAL RISKS

a serious shortcoming in its overall ability to

comply with industry standards and national and ~ Bunge’s resistance to updating its approach to

international laws across its supply chains. The sustainability, transparency, and human rights
issuance of a report is an important first step for carries numerous financial, operational, legal,
Bunge to eliminate deforestation and related regulatory, and reputational risks for its

human rights risks from its supply chains.
Shareholders should continue to engage with
Bunge to ensure the company takes the Financial and Market Risks
necessary subsequent steps of developing
comprehensive policies and practices. This
should include calls to:

shareholders.

Bunge’s role in driving deforestation and related
human rights risks in its soy and palm oil supply
chains constitute significant material risk to
investors. This is increasingly true as financiers
shift to align their investments with their climate,
sustainability, and ESG commitments and
prepare for nascent legislation addressing

> Adopt a public policy position on human environmental and social risks.}” Bunge’s refusal

rights defenders that includes a zero-tolerance 0 Supportthe Ce.rrado Manifesto and a 2020 cut-
stance on threats and violence against off date for sourcing soy from the Cerrado may

defenders, with the explicit inclusion of those open t.he company an<.:| its shareholders to
at highest risk, namely land and environmental financial and market risks. Notably, Danske Bank
defenders: recently removed Bunge from two of its funds

due to climate and biodiversity risks.

> Align its operations with a 2020 no
deforestation and no conversion cut-off date in
the Cerrado;

> Adopt a public policy position on the

prevention of land rights abuses across their Amidst devastating fires in the Amazon rainforest

supply chains, including a zero-tolerance in 2019, 251 institutional investors representing

stance on illegal land acquisition, and to $17.7 trillion of assets under management called

ensure the right of free, prior and informed on companies to tackle the reputational,

consent (FPIC) for affected communities; operational, and regulatory risks posed by
rampant deforestation.*® In 2020, 29 financial

> Adopt and implement effective systemsto  jnstitutions managing more than $3.7 trillion in

implement these policies throughout their assets told the Brazilian government they were

supply chains and operations. This should concerned “that companies exposed to potential

include detailed non-compliance protocols deforestation in their Brazilian operations and

with clear redlines for suspension/termination  supply chains will face increasing difficulty

of suppliers who perpetuate environmental, accessing international markets,” creating

human rights, land rights violations; “widespread uncertainty about the conditions for
investing in or providing financial services to

> Full traceability and transparency for direct
and indirect suppliers across supply chains;

Brazil.”?°
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Operational Risks

Bunge’s operations are linked to environmental
degradation, protracted land conflicts, violations
of communities’ land rights, and violence and
criminalization against land and environmental
defenders. A 2020 study in Bunge’s operations in
Indonesia found that nearly 40 percent of
sampled mills supplying Bunge were reportedly
accused of violating local community land rights,
criminalizing and attacking defenders, and/or
causing serious environmental degradation.
Nearly 20 percent of reported conflicts dated
back several years with nine cases stretching
back at least a decade or more. Violent
confrontations between security forces and
communities reportedly occurred in relation to at
least 13 mills. Allegations against mill companies
supplying Bunge include seizures of land without
compensation and the dumping of waste into
rivers — jeopardizing community livelihoods and
destroying local ecosystems.?!

Environmental and social violations, including
deforestation, land conflicts, and human rights
abuses, can lead to significant operational risks.
Land disputes can cause operational delays and
pose the risk of stranded assets. A 2017 study of
the economic costs of conflict in oil palm in
Indonesia names direct operational costs,
including lost income from disrupted business
operations, indirect costs of devoting human and
financial resources to address conflict rather than
improve productivity, and hidden costs
associated with conflict recurrence or escalation,
reputational damage, property destruction, and
violence. The study shows the cost of social
conflict to equal 65 percent of total operational
costs per hectare and up to 132 percent of
annualized investment costs on a per-hectare
basis.?2

Legal Risks

Several of Bunge’s suppliers have been linked to
illegal activities, opening the company and its
investors to legal risks. In 2020, US Customs and
Border Protection (CBP) blocked palm oil imports
from Bunge supplier FGV Holdings Berhad due to
use of forced labor.?® In the same year, CBP was
asked to investigate another supplier, Sime
Darby, for similar labor abuses.?* In 2018,
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Indonesia’s Anti-Corruption Commission arrested
executives from a subsidiary of a further Bunge
supplier, Golden Agri-Resources (GAR), for
attempting to bribe parliamentarians in
Indonesia to ignore the company’s lack of legal
permits and pollution of a local lake.?® This led to
the sentencing of three company executives of
GAR’s primary subsidiary in Indonesia in 2019.%6

In a statement to Global Witness, Bunge states
that neither FGV Holdings nor Sime Darby are in
Bunge’s North American supply chain. It states
that it does not trade palm oil with FGV and that
cessation of trade was due to human rights
concerns. Both FGV Holding and Sime Darby are
listed as suppliers in Bunge’s current published
palm oil supplier list dated Q4 2020. On GAR,
Bunge states that ‘GAR has taken appropriate
action to remediate, following the ruling of the
Indonesian Court. This case is still pending in the
RSPO system, and Bunge will honor the RSPO
proceedings.’

Bunge’s ties toillegal activities and operations
potentially expose shareholders to legal liability.
For example, in 2019, an OECD complaint was
filed against Dutch bank ING Group for its
financing of palm oil companies driving
deforestation, land grabbing, and labor abuses in
West Africa and Indonesia.?” As a result of the
complaint, the bank could be excluded from
trade missions, grants, and government support
abroad.?®

Regulatory Risks

A growing number of regulatory and legislative
efforts focused on deforestation, human rights,
and mandatory due diligence are being advanced
in the US and Europe which highlight increasing
regulatory risks to companies and investors. In
the US, federal and state level bills have been
announced and/or introduced to restrict market
access for industrial agricultural commodities
that are known drivers of deforestation
originated on illegally deforested land, including
soy and palm oil.?°

In April 2020 the European Commissioner for
Justice committed to introducing a new law to
hold corporates to account. The law is expected

BRIEF TO SHAREHOLDERS OF BUNGE 3



to include a due diligence requirement for
businesses aimed at preventing and mitigating
their negative human rights and environmental
impacts, and provisions to ensure that victims
can hold them liable when they suffer harm30.
The European Parliament has signalled strong
support for the legislation, reflecting a broader
and growing consensus in civil

society, business and amongst members of

the public on the need to end corporate
impunity.31 Global Witness’s briefing sets out the
key proposals for a robust human rights and
environmental due diligence obligation and
corporate liability regime in EU law.32

Fundamentally, the due diligence requirement
should apply to all companies operating in the EU
or accessing the EU’s internal market and would
cover their operations and entire value chains.
But also, it would create consequences where
there were none before. Companies could be held
liable both for breaches of the due diligence
requirements and for harms that they caused,
contributed to or could have prevented, but
didn’t.3® The European Commission is expected
to bring forward a legislative proposal for a new
corporate accountability law in June 2021.

In addition, in October 2020, the European
Parliament voted with a majority in favor of a
report setting out a blueprint for legislation to
tackle deforestation, forest degradation and
human rights abuses.?* The legislative report
recommends new rules requiring all companies
placing goods on the European single market to
check, mitigate and prevent the risk of
deforestation and associated human rights
abuses. Notably, it emphasizes that the same
mandatory due diligence rules should also apply
to all financial institutions doing business in the
EU that are providing funds to companies
associated with forest-risk commodities.
Furthermore, the report calls for access to
remedies to affected communities and a clear
regime of civil liability and sanctions, ensuring
that there are robust accountability mechanisms
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in place to help protect human rights and the
environment.3> The European Commission is
expected to bring forward a legislative proposal
for a law to tackle deforestation risk in June 2021.

Europe is the second largest destination for
Brazilian soy exports.*® Increasing regulation will
impact Bunge’s ability to export soy to these
markets given the company’s continued role in
driving deforestation and related human rights
abuses.

Reputational Risks

As annual forest fires in Brazil and Indonesia
continue to garner international attention and
outrage, Bunge’s operations in the agro-
commodity sectors responsible for these fires
open the company and its financial backers to
significant reputational risks.” In Brazil, the soy
and cattle sectors have been identified as major
contributors to ongoing deforestation and
campaigns have targeted investors® and
retailers® linked to devastating fires. Similarly,
palm oil companies that routinely drain
peatlands and raze forests are some of the
leading causes of forest fires in Indonesia.*

Bunge’s role in driving deforestation and related
human rights risks, including its refusal to adhere
to the Cerrado Manifesto, opens itself and its
shareholders to significant reputational risks as
campaigns targeting companies and investors
tied to deforestation intensify.

DEFORESTATION IN THE
CERRADO

Bunge’s operations are responsible for driving
deforestation, environmental degradation, and
forest fires. In Brazil, Bunge’s operations in the
Cerrado - the world’s most biodiverse savannah -
have contributed to huge rates of deforestation.
The Cerrado has already lost roughly half of its
native vegetation to land clearing at the hands of
agribusiness. *! Some 95 percent of Bunge’s
deforestation risks lie in the Cerrado.*? In 2020,
there were at least 16,942 fire alerts in the vicinity
of Bunge’s silos.®
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Bunge has stated its commitment to achieving
deforestation-free supply chains worldwide by
2025.4 However, for Bunge to achieve its stated
goal of no deforestation by 2025 it would need to
adhere to a cut-off date for sourcing by 2020,
including in the Cerrado region of Brazil.** The
company has not signed up to the Cerrado
Manifesto, an industry initiative aimed at
eliminating deforestation through a moratorium
on sourcing soy from the Cerrado with a 2020 cut-
off date.*

An agricultural estate called Agronegdcio
Estrondo located in Formosa do Rio Preto
municipality, is the heart of soy production and
deforestation in the Cerrado.*” According to an
April 2019 report, this municipality is Bunge’s
third most important sourcing region in Brazil.*®
Bunge is one of only six mega-traders, accounting
for 57 percent of Brazilian soy exports in 2016,
whose supply chains have been associated with
two-thirds of the deforestation risk linked to soy
concentrated in the Cerrado.* In 2018, Bunge
was fined by Brazil’s environmental agency for
trading soy from illegally deforested areas in the
Matopiba region of the Cerrado .*° Data analysts
continue to map unauthorized deforestation in
the region. In a statement to Global Witness,
Bunge stated that ‘we have disputed the
allegations and have filed a formal response with
IBAMA’ (Brazil’s Environment Agency). It also
stated its ‘2025 non-deforestation commitment is
industry-leading in terms of its ambition, scale,
and progress’ and that the deforestation risks in
its supply chain are ‘small and localized’. Bunge
stated that it was an active member of several
leading industry initiatives to tackle
deforestation.

It is critical to note the nuance in Bunge’s
reference to its direct supply and purchases, and
the company’s omission of any assessment of its
indirect suppliers—a significant portion of its
supply chain. Regarding its palm oil supply
chains, for example, only 50 of the 1,538 palm oil
mills that Bunge sources from are direct
suppliers, and the company reports traceability
to only 74 percent traceability of its source
plantations globally.>! This 26 percent gap in
traceability-to-plantation is significant, given that
the plantation level of the supply chain is
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precisely where virtually all commodity-driven
deforestation and human rights violations occur.

HUMAN RIGHTS VIOLATIONS

Indonesia is the world’s largest palm oil exporter
and one of the most dangerous countries in
Southeast Asia for land and environmental
defenders.>? Bunge states its respect for land
tenure rights of Indigenous and local
communities, including the right to Free, Prior
and Informed Consent (FPIC); however, its FPIC
policy does not extend to all operations, only to
new plantings of palm 0il.>®* Bunge’s sustainability
commitments on palm oil do not include a policy
on human rights defenders, or transparency on
its FPIC process or its human rights impact
assessments.>

The Global Witness investigation on reported
violations of community land rights, and threats
and attacks against defenders linked to Bunge’s
palm oil mills in Indonesia revealed that Bunge’s
existing policies, systems of oversight and
grievance mechanisms are inadequate in terms of
meaningful due diligence or remedies for
violations.

In response, Bunge acknowledged the alleged
incidents, noting they were in the company’s
indirect supply chain. Bunge stated that it
investigates complaints against its suppliers of
illegality and abuse through its internal grievance
mechanisms;>*> however, when Global Witness
reviewed credible complaints against Bunge’s
suppliers, it found that only a handful of such
cases were flagged through the company’s
mechanism. Furthermore, even in these limited
cases, the published complaints related to
deforestation and appear not to have considered
reports of land or human rights abuses
associated with most of the Indonesian mills in
question.®® Such instances illustrate that Bunge’s
internal mechanisms fail to anticipate and
monitor ongoing conflicts including land rights
violations and human rights abuses associated
with mills from which it sources.

Quote] “The appropriation of the OECD due
diligence guidance by mining companies
operating in Congo’s 3T and gold sectorsis a
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major advance towards establishing responsible
supply chains free from links to conflict””

ILLEGALITIES

Bunge’s ties to illegal operations open the
company and its shareholders to significant legal
risks. Several of Bunge’s suppliers®® have been
linked to illegal behavior in violation of national
and international laws and company policies. As
well as the previously cited case studies of Felda
Global Ventures and Sime Darby, another Bunge
supplier® Golden Agri-Resources (GAR) has a long
history of environmental and social violations.5°
This includes operating illegal plantations within
Indonesia’s protected forest zone®, bribing
government officials®?, and forcibly grabbing land
from rural communities in Liberia,® as confirmed
by the Roundtable on Sustainable Palm Oil
(RSPO).%* In 2019, executives from a GAR
subsidiary were sentenced to jail for attempting
to bribe parliamentarians in Indonesia to ignore
the company’s lack of legal permits and pollution
of a local lake.%

EVOLVING REGULATORY
LANDSCAPE

It is clear that regulatory risk is a becoming an
increased concern as a growing number of
regulatory and legislative efforts are being
advanced in the US and Europe. As previously
mentioned, in March 2021, the European
Parliament voted overwhelmingly to adopt a
legislative initiative report calling for the urgent
adoption of a binding EU law that ensures
companies are held accountable and liable when
they harm - or contribute to harming - human
rights, the environment and good governance.®
The law should require all companies, across all
sectors - including finance - that are carrying out
businessin the EU’s internal market to conduct
human rights and environmental due diligence.
This will require companies to identify, assess,
prevent and mitigate the negative human rights,
environmental and governance risks and impacts
in their operations and value chains, monitor the
effectiveness of the steps taken and publicly
account for this process.
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Bunge’s current due diligence process falls well
short of these potential legal requirements - the
company is failing to identify many risks in its
own agricultural supply chains, let alone
preventing or mitigating against them. This
leaves it at serious regulatory and reputational
risk of being non-compliant with the upcoming
legislation and it will need to fundamentally
change its business practices to ensure
compliance and to reduce the risk of harms being
found inits supply chains. In addition, the law
should create a robust liability regime and strong
enforcement mechanisms to hold companies
accountable both when they cause harms and
when they breach the due diligence
requirements. Bunge needs to urgently
strengthen its due diligence practices if it is to
avoid cases being brought against it under this
law in the future.

In the United States, a recently announced bill
seeks to restrict market access for industrial
agricultural commodities that are known drivers
of deforestation which originate from illegally
deforested land. The bill would track high-risk
commodities, including soy and palm oil,
providing higher requirements for reporting and
tracing from high-risk regions (likely ones where
Bunge operates). The bill would make it possible
for US courts to prosecute companies tied to
illegal deforestation®’. California® and New York®®
have also introduced bills aimed at achieving
supply chain traceability and deforestation-free
procurement.

A BARRIER TO INDUSTRY CHANGE

Bunge’s lack of support for the Cerrado Manifesto
indicates its unwillingness to address ongoing
risks and adhere to best practice. Given the
company’s size as one of the largest soy traders
operating in the region, its support for the
Cerrado Manifesto and a 2020 cut-off date could
potentially move the soy industry toward more
sustainable practices.
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CONCLUSION

Bunge’s role in driving deforestation,
environmental degradation, land grabbing, and
human rights abuses exposes its shareholders to
considerable material risks. Shareholders should
vote in favor of Proposal 5 calling on Bunge to
issue a report assessing if and how it could
increase the scale, pace, and rigor of its efforts
to eliminate native vegetation conversionin
its soy supply chain. The issuance of areport is
an important first step for Bunge to eliminate
deforestation and related human rights risks
from its supply chains. Shareholders should
continue to engage with Bunge to ensure the
company takes the necessary subsequent steps
of developing comprehensive policies and
practices, including:

> Align its operations with a 2020 no
deforestation and no conversion cut-off date in
the Cerrado;

> Adopt a public policy position on human
rights defenders that includes a zero-tolerance
stance on threats and violence against
defenders, with the explicit inclusion of those
at highest risk, namely land and environmental
defenders;

> Adopt a public policy position on the
prevention of land rights abuses across its
supply chains, including a zero-tolerance
stance onillegal land acquisition, and to
ensure the right of free, prior and informed
consent (FPIC) for affected communities;

> Adopt and implement effective systems to
implement these policies throughout its
supply chains and operations. This should
include detailed non-compliance protocols
with clear redlines for suspension/termination
of suppliers who perpetuate environmental,
human rights, land rights violations;

> Full traceability and transparency for direct
and indirect suppliers across supply chains;

> Detailed non-compliance protocols with
clear terms for suspension/termination of
suppliers who perpetuate environmental and
human rights abuses, and
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> A grievance mechanism that is accessible
and responsive to communities and provide
remedy for harm.

Additionally, to manage long-term risks posed by
deforestation, land grabbing, and human rights
abuses, investors themselves should develop
comprehensive policies and practices grounded
in international human rights norms.™
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