BUSINESS AND BIODIVERSITY IN BRAZIL: EXPERIENCE, ISSUES
AND TOOLS FOR CORPORATE ENGAGEMENT IN THE CBD !

Introduction and summary

International environmental agreements establisepaesibilities of Parties of
importance to economic growth and social developniEme Rio accords address such
issues as energy exploration and consumption pattdand use, access to biotic
resources and associated intellectual propertytsigihese matters are critical to
strategic business planning, and for this reasepacations have increasingly voiced
their concerns in global environmental decision-imgk

In the Convention on Biological Diversity (CBD),iyaite sector roles are not as clearly
laid out as in other agreements such as the Caonwean Climate Change, in which

specific incentives mechanisms have become assdciaith cleaner production

practices. To comply with the CBD, productive sestshould respond to national
regulation associated with protocols to the conweantcontributing to conservation,

avoiding damages and seeking means to promoteustaisable use of biodiversity

components. Yet there is limited guidance to theDC& its related implementing

instruments that clarifies the role or respondipitif business.

In Brazil, as in most developing countries, isswésbiodiversity conservation and
sustainable use are still under discussion withetpcConsensus among stakeholders
remains to be achieved over issues such as contensaf undertakings with
significant impacts on protected areas, use oftgeily modified organisms, regulation
of access to genetic resources and to traditiomawledge and the equitable
distribution of benefits generated thereby, commenmt environmental goods and
services, and so on. The complexity of these thealéed with the lack of clarity of
society’s expectations with regard to the CBD, hasle the role of business one of a
number of concerns that demand greater undersg@ndin

Despite uncertainties, a number of Brazilian comgmrhave proactively adopted
approaches that constitute opportunities to sugpBi objectives and contribute to the
target to achieve, by 2010, a significant reduciiothe rate of. biodiversity loss. These
experiences deserve to be more widely divulgedirsgas a basis for partnerships and
broader replication. The following summary of iss@xplored in this study provides a
roadmap to progress on business engagement inversdy, with an emphasis on
experience of leading companies in Brazil.

! This study was prepared by Peter H. May (CPDA/UBRand Valéria da Vinha (IE/UFRJ) on
behalf of the Brazilian Business Council for Susaéhile Development — CEBDS, as a contribution to the
“Business and the 2010 Biodiversity Challenge” semiin Sdo Paulo on November 3-5, 2005. The
authors acknowledge support and encouragement Beatriz BulhBes Mossri, Flavio Almeida and
CEBDS staff, and of its Biodiversity Technical Coimsgion (CT-BIO), chaired by Joaquim Machado
(Syngenta). Braulio Dias (SBF/MMA) provided impartaguidance. We also express appreciation for
interviews conceded by André Freitas (Rabobank)oAio Paes de Carvalho (Extracta), Christopher
Wells and Cristiane Ronza (ABN/AMRO Real), Eduailndeira de Melo and Marcio Macedo Costa
(BNDES), Luis Stano and Maria Claudia Grillo (Pémas), Mauricio Reis (CVRD), Pedro Leitdo
(FUNBIO), Philippe Pommez (Natura), and Wagner &&quBanco do Brasil).
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A “megadiverse” country which harbors a staggepngportion of global biodiversity,
Brazil has been at the forefront in setting a matidramework for implementation of
the CBD. The regulatory context of the Braziliarspense on ratification of the
convention established a series of domestic measwlated to incentives, impact
assessment and financing and subsidiary bodiesonsdye for review of access,
sustainable use and biosafety matters. These imestris offer directions for
constructive business practice and for represemtati decision making toward the
2010 biodiversity target.

Experience in business engagement in biodiversihservation and sustainable use in
Brazil embraces a number of industries with dimaatl indirect physical impacts, with
particular involvement by the energy, mining, agsimess and forestry sectors. Many
businesses in these sectors have developed raponstruments related to socio-
environmental parameters, but the use of biodiersriables is still only incipient.
Impacts along supply and value chains indicatentesd to develop tools to adequately
monitor and differentiate products from origin todl consumption. The financial and
insurance sectors’ scrutiny and conditioning of emakings with a biodiversity
“footprint” can underwrite additional efforts to qiect threatened species and
ecosystems. Although a number of Brazilian andriva#gonal firms active in Brazil
have adhered to the Equator Principles, mostisille some distance before them to
incorporate biodiversity as a prominent featuresinch scrutiny. Finally, several
innovative enterprises have sought to explore emgrmpportunities for sustainable use
of biodiversity components for cosmetics, naturaédmines and wide spectrum
bioprospecting. The sensitivity of access and bensifiaring has impeded innovation to
some extent, but has assured that safeguards@veeddhrough licensing processes.

This study makes no pretense of having exhaustedatige of business experiences or
opportunities in this area, which is recognizedias and growing. Rather, an attempt is
made to offer a glimpse into the complexity and thessibilities for proactive
engagement by business in this realm.

Regulatory context of the CBD with regard to the role of business

The CBD is a legally binding multilateral environntal agreement on the conservation
and sustainable use of all components of biodiyersncluding genetic resources,

species, and ecosystems. The CBD defines biodiyersnservation and sustainable
use in their specific socio-environmental contdks. provisions apply to signatory

Parties (States and regional economic entitiegsherathan to individual economic

actors, which are themselves subordinate to ndtiamss and international codes. The
Conference of the Parties (COP) has met bianngatlge COP4 in 1998 and is now
engaged in efforts toward implementation of thevemrion through strategic planning
and thematic working groups. Nevertheless, it imarily at a national level that CBD

objectives will be met. National biodiversity strgies define the approach to
implementation of the CBD at a country level, pdirg a forum for engagement of the
private sector.

Article 10 (e) of the CBD encourages cooperatiotwben government and the private
sector in developing methods for sustainable uskerCarticles are related to societal
involvement, impact assessment, incentive measurédinancial mechanisms all have
pertinent implications for the private sector. Bamms of the successive COPs regarding

-2-



BUSINESS AND BIODIVERSITY IN BRAZIL

mechanisms of the CBD (e.g., Clearing-House MedmniFinancial Mechanism,
Biosafety Protocol and work programs on technoldggnsfer, sustainable use,
agricultural and forest biodiversity and incentimeasures) refer to the need for private
sector engagement. The importance of the CBD fasiness is recognized by
representative corporate bodies such as the WankinBss Council for Sustainable
Development. Only recently however has the call for reciproeajagement with the
business sector on the part of the signatorigse@onvention become more urge°’nt.

At the Johannesburg Summit in 2002, Parties toRleaccords had awoken to the
insufficient commitment of public resources towatgstainable development. Agenda
21 had reaffirmed as a parameter that 0.7% of tB® @f the advanced nations be
dedicated to Overseas Development Assistance (QBéénda 21, Chapter 33). The
importance of private sector contributions to sastille development was recognized in
1992 in rather perfunctory fashion. Yet by 2002hIlpuODA reached only about 0.25%
of GDP among OECD nations, having been supersegatiréct private investment,
primarily channeled to emerging economies, in vauexceeding the Rio target. It
became evident that harnessing flows of oversemssiment as well as national
business undertakings would be essential if godisswstainability, including
biodiversity conservation, were to be met in thes mellennium.

The Millennium Ecosystem Assessment (MEA), divulgedviay 2005, indicates that
progress toward the goal of reducing the rate oflibersity loss by 2010 at all levels
would be difficult if not impossible if society conues along a path of “business as
usual”. The goal for biodiversity is expected tquie tradeoffs and synergies with
other millennium goals (MEA, 2005). This implieetheed for contributions from all
actors in society. Business remains one of the msgarces of both pressures against
and potential solutions toward this goal.

National policy channels to engage the private sector in the CBD

Brazil is one of a small number of “megadiversetioas. Its territory of 8.5 million
kmz2 hosts a staggering 15-20% of recognized glspaties diversity (WRI, 2008).
With a variety of biomes ranging from semi-arid iihndorests ¢aatingg to humid
tropical rainforests, Brazil has taken significastrides to conserve remaining
biodiversity at an ecosystem or corridor level @odensure sustainable use of the
components of biodiversity for equitable nationavelopment. It faces enormous
challenges to control deforestation, fires, potinti invasive alien species, and

2 The manuaBusiness and Biodiversijointly published by Earthwatch, IUCN and WBCSD i
1998, available in Portuguese from CEBDS), proviglegtical examples of opportunities for a benafici
engagement of businesses in both preventive aretfive approaches to biodiversity conservation and
sustainable use.

® Representative segments met at an iniakiness and the 2010 Biodiversity Challenge
meeting in London on January 20-21, 2005, organimethe Secretariat of the Convention on Biological
Diversity, the Department for Environment, Food &hdal Affairs of the United Kingdom, the Brazilian
Ministry of Environment, the World Conservation dni (IUCN), the Brazilian Business Council, and
Insight Investment, and hosted by the latter. TB®Gntersessional meeting in Montreal in September
2005 ratified the call to promote the disseminatibribest practices and to engage businesses tahard
achievement of the 2010 goal of no additional nedibersity loss.

4 Brazil is the country with the greatest floral elisity, with 50,000 vascular plant species
(approximately 20% of the total known in the worl84 mammals, 1,677 birds, 517 amphibians and
2,657 fish (MMA, 2005).
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unsustainable production and consumption patteYes.it also possesses a notable
portfolio of pilot experiences with which to facéet challenges of biodiversity
conservation, sustainable use and benefit shaNtamy of these experiences spring
from efforts on the part of the national and in&ional business community to respond
to these challenges as part of their strategiatiosein Brazilian economy and society.

Government policy in Brazil has established a fraomi for response to the CBD,
through the creation of a National Program for Bredsity (PRONABIO) coordinated
by the Ministry of the Environment, and guided bg National Council on Biodiversity
(CONABIO), composed of representatives of ten nhiileis and ten civil society
organizations (including two business associatioRRONABIO was conceived as an
intergovernmental and multi-institutional prograkith GEF support, the Brazilian
government initiated a national biodiversity prajROBIO) which identified priority
actions, stimulating the development of demongiragubprojects, and disseminating
biodiversity information. One result of PROBIO was establish Brazil’'s National
Biodiversity Policy (Decree 4339/2002), defininginaiples and directives for
biodiversity consistent with the CBD. The Brazili@iodiversity Fund (FUNBIO)
established in 1995 as a private fund, acts asng-term sustainable financing
mechanism to promote conservation and sustainasde afi biodiversity in Brazil.
FUNBIO created partnership funds and innovativetpprojects with a number of
business groups.

Brazil has accelerated its designation of areamfeitu biodiversity conservation since
the passage of legislation for a National SystenPratected Areas (SNUC) in 2000.
Protected areas now comprise a total of 8.13% dfoma territory, an area of
approximately 690,000 kmz2, of which over one-quadee in restricted parks and
reserves. State governments protect another 2bmiia. The remaining 75% lies in
sustainable use areas, including extractive resenagional forests and Private Natural
Patrimony Reserves — RPPN (MMA, 2005). Although ynprotected areas are so only
in name, specialized personnel have been contractédarks and reserves equipped.
Partnerships with business and NGOs, and finansiegured from bilateral and
multilateral agencies have permitted the developgnoérintegrated corridor plans in
fragile areas of the Atlantic Forest and Amazonaes,

The SNUC establishes criteria for financial compeios associated with facility
licensing and impact assessment. Beyond ameligragind minimizing significant
impacts within or proximate to protected areas,aeutakings are required to dedicate a
minimum of 0.5% of facility investment costs to goemsatory actions designed to
fortify the protected areas system (Law 9985/2@@cle 36). This clause, tantamount
to a compensatory offset, represents the singld susstantial source of finance for
protection of biodiversity in Brazil. Although theompensation criteria remain
somewhat contentiousthe Brazilian business community supports the senthat
public compensation of the impacts on biodiversiy be complementary to proactive
engagement of industry in socio-environmental improent (CEBDS, 2004a).

Brazil has also established institutional framewgdik responding to issues of biosafety
and of access and equitable benefits sharing ofaisakle use of biodiversity
components. In keeping with the Cartagena PrototoBiosafety, the government

® Issues remain regarding the absence of a maxinampensation amount, and of failure to
incorporate environmental protection measures asduy investment undertakings in the calculus.
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created a technical panel (CTNBIo) to review theacts of using genetically modified
organisms (GMOs), and proposed legislation to eremtnational Commission on
Biosafety that would rule on commercialization oMG-based products. A separate
inter-ministerial commission (CGEN) was createddoeen requests for access and use
of biodiversity for research and development puegosRegulations have been
promulgated that establish procedures for lega¢ssto collection and information, as
well as criteria for equitable benefits sharinghwhiolders of traditional knowledge
concerning genetic resourcés.

These concerns are complex and engender diffisultieachievement of consensus
among stakeholders. Continuing uncertainties hadetd adoption of a precautionary
approach toward sustainable use, in particular.eSactors contend that in consequence
of such caution unnecessary bureaucracy and sgratinas impediments to innovation
and capture of biodiversity value. Others argue thattion is necessary with strategic
biodiversity resources as a part of the licensgpirate (interviews, October 2005). The
presence of mixed signals and perverse incentites policy level may indeed have
stimulated continued abuses (e.g., widespread iptaiof GMO seed prior to policy
definition; unabated biopiracy). Clearly these esshave no simple solution.

The Brazilian government has increasingly soughgerioourage the mainstreaming of
biodiversity in both public sector and private seqilanning and policy. “Transversal”
policy making approaches that integrate socio-emwirental concerns across sectors,
have engaged the Executive with economic sectatsstakeholder groups in building
responses to critical resource conflicts. This apph was adopted in several high
profile problem areas, such as deforestation agbway paving in the Amazon and
interstate river basin management. Such stakehaidesultation led to budgetary
integration and consolidation of recommendatiomdegislation and policy.

The effectiveness of this problem-based approachiddiversity mainstreaming was
due to the following essential factors:

)] high-level government commitment;

i) flexibility to reallocate existing resources whergecessary to meet
incremental demands; and

iii) capacity to quickly leverage partnerships to stateilthe flow of private
sector and international resources, as well asteahsupport.

The success of these measures motivated the faroruts a major World Bank project
for mainstreaming biodiversity in public policiesnch private sector investment
decisions, currently on the GEF work program.

Businesses in different economic segments of Boegihonstrate growing awareness of
intractable social and environmental problems aorbarate commitment to social

responsibility. Nevertheless, production practicekey economic sectors are often not
protective of remaining biodiversity and experiemgéh sustainable use is rare. While
some firms have developed product lines based staisable use of biotic resources,

5 Provisional Measure n° 2.186-16, 2001 and Dect&:945, 2001.

" The “National Biodiversity Mainstreaming and Instional Consolidation Project”, budgeted
at a total of $100 million was presented for GEppsrt jointly by the Ministry of the Environment én
FUNBIO. Of this amount, $28 million is allocatedrfprivate sector partnerships for biodiversity
mainstreaming in productive sectors. &#e://www.gefonline.org/projectDetails.cfm?projlRZ64
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these innovations remain limited to niche markats] are far from transforming overall

markets or business practices in the mainstreanthdnremainder of this paper, we

explore how biodiversity conservation has begumédocadopted as an integral part of
business strategy and practice in Brazil, as asdasirecommendations toward greater
engagement of business in the CBD.

Managing and reporting impacts of industries whose productive
activities affect biodiversity

Brazil's private sector enterprises in a range obn®mic areas are increasingly
integrating biodiversity conservation and sustai@alse in their investment decisions.
Although awareness of responsibility for biodiversioss associated with direct or
indirect impacts of business activity is a recehemomenon, such recognition has
become a central part of strategies for corporat@osenvironmental responsibility

among leading enterprises.

Given its simultaneously tangible and intangiblgun® biodiversity interacts with
knowledge management, whose function is to manapgec#s related with intangible
corporate assets. These include, for example: ¢henihg process, reputation and
longevity of a product label, corporate culture apdblic perception. From this
perspective, the management of biodiversity presspp the existence of a body of
specific procedures, instruments and tools refer@mo targets and that are submitted to
performance evaluations. Corporate objectives ardets may take into account
opportunities to benefit biodiversity conservatitmeyond simple prevention and
mitigation of negative impacts.

Standards and reporting

In response to market drivers and stakeholder ddsjaBrazilian corporations in

productive sectors with a large environmental “powitt” (such as energy, pulp and
paper, mining and logistics) have adopted a profifesocial and environmental
responsibility. Such efforts include reporting efstinability indicators according to
international industry standards such as the Gl&&gdorting Initiative-GRI (CEBDS,

2004b). Several major corporations have qualified the Dow Jones Sustainability
Index (DJSI)2 The S&o Paulo Stock Exchange Index Ibovespa isimdhe process of

adopting its own sustainability index, through asaxiation with the Getulio Vargas
Foundation, the IFC, Brazilian business and NGOresgntatives (GVces, 2005).
Industry officials contend that the advantagesegforting and disclosure go beyond
transparency and market positioning to affect thienprise’s perception of its progress
toward internal and external targets, serving a®a for strategic planning and
environmental management (interviews, October 2005)

8 To date, the DJSI includes among its Brazilian ners Aracruz Cellulose, Banco Itad and
CEMIG. DJsSI disclosure specifically addresses hiediity impacts in the mining, construction and
energy sectors. “Biodiversity is increasingly mayionto the radar screens of different industriggMS
[DJSI auditor] assesses whether companies haveedkefippropriate policies in this area, whether they
evaluate their biodiversity impact in the contefkeristing and new projects, what monitoring proges
they have in place and what they do to rehabilisétess.” The recent inclusion of Aracruz in the D&S
the fruit of efforts on the company’s part to faably represent its biodiversity impacts to stakdbos
(www.sustainability-indexes.com/djsi_pdf/publicatsdRresentations/DJSI_PRT_050907_Review)pdf
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A recent study conducted by the Dom Cabral FoundqCEBDS, 2004b) revealed that
84% of 59 Brazilian major companies possess 1SQD 3ffality certification; 70.6%
have adopted ISO 14000 environmental managemetdriariand 45% are in the
process of obtaining OHSAS 18001 health and labfatg management certifications.
Governance structure reorganization has not alfialsved the pace of environmental
and occupational health related standards obsexyaoevever.

For natural resource intensive companies to inwestonservation and ecosystem
restoration goes beyond the usual legal requiresnant standards. However, it is
consensus among business managers and consuttahthe voluntary or mandatory
standards of reporting available are not appropri@t deal with the new set of
challenges that emerge from biodiversity and otf@pal environmental concerns. At a
new stage of the market economy, where sustaitaldi rewarded and price and
technology are not the only drivers for decisiorking, standards and guidelines must
to be subject to review (Porter, 1996).

An environmental management system is a precomdfito companies wishing to
conquer a sustainability attribute, but it is notvalid indicator of biodiversity

commitment. According to the indicators adopted ldwide (DJSI, GRI and

FTSE4Good) and the upcoming Ibovespa sustainalmilidgx, corporate environmental
performance is still concentrated on end-of-pipeht®logies rather than product
stewardship. This implies that industry is far fradopting a “no residuals” goal, to
reduce the level of natural resources exploitasim@as to reduce net biodiversity losses.

Confusion persists about both how to define suahiity in business practice and
regarding the best indicators to be used by conagatioi show advance in these terms.
The biodiversity reporting strategy chosen by numshpanies consists in support for
natural area preservation programs (Furnas, Aléracruz); directly managing a
private reserve and working with government to @cotbiodiversity in the area of
influence of all its operations (CVRD); or invegim projects dedicated to monitor and
protect endangered species (Petrobt&&ne of those options have to do directly with
the impacts of productive processes. Furthermoranymcompanies still perceive
biodiversity as a social responsibility issue, dated to their communication or
marketing departments.

The secretariat document prepared for the CBD Ad Wmrking Group on Review of
Implementation notes that “the existing standarts$ guidelines rarely reflect the full
range of biodiversity—related issues, if they retfidhem at all” (CBD, 2005). To some
extent, this is also the opinion of Brazilian exaces, who defend uniform standards
defined by each sector. Some leading Braziliansirtks, particularly those that heavily
impact biodiversity, have already perceived thagcer biodiversity standards and
indicators are essential to better inform investord financial institutions. They thus
apply sectoral guidelines, when available, whiah @asually more rigorous but are also
more appropriate to their conditions (for instan€erest Stewardship Council — FSC,
Marine Stewardship Council). Other companies awelired in discussion processes,
such as internal working groups, in order to firdtér ways and tools to communicate
and internalize biodiversity issues in their busme

® Petrobras, emblematically, provides continuingpsupto a number of such species protection
projects focused on marine wildlife: Humpback andigft whales, Rotator Dolfins, manatees and
marine turtles (Tamar Project).
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The company has a Working Group more and more dedticto the CBD
principles, though conservation is still perceiviedgeneral as something more
clearly related with institutional activities anaporate social responsibility, and
biodiversity as an “environmental component”. Thperception of impacts is
more at the level of “ecosystems” where efforts mwade to monitor, prevent and
remedy effects of corporate activities on the emuiment, such as on soil and
water, riparian forests, treatment of effluents;ammendations for technical and
safe use of its products, as well as practices afservation agriculture,
principally No Till.
Joaquim Machado, Syngenta, October 2005

There is an internal corporate Working Group (eetit “Standards for
management of potential impacts on biodiversitypintected and vulnerable
areas”) seeking to define areas of direct infloerthat should be subject to
criteria of vulnerability and sensitivity establisth with relation to biodiversity.

Luis Stano and Maria Claudia Grillo, Petrobras,dbetr 2005

Despite these relevant initiatives, the lack ofndtads regarding biodiversity will
probable be one of the biggest challenges for Baazindustries to internalize CBD
principles.

Oil and gas industry biodiversity strategies

The principal challenges of the Oil and Gas indydinday are first: climate
change, and second: future access to reservebelsdcond case, it is clear that
the sector is more and more vulnerable to societicerns regarding the
overlap between ‘the last great places’ of sigamifitbiodiversity and those with
dwindling hydrocarbon reserves. To maintain an imag ‘clean operator’, it is
necessary to respond to this vulnerability, whiofiplies investments greater
than the costs associated with socio-environmeetglirements alone”

Luis Stano — Petrobras, October 2005

Within the current sustainability scenario for tb& & Gas industry, three strategies are

in play:
1) “No-gd (Shell) — Among the major oil companies Shell ipianeer and still

2)

remains at the foremost position in addressingasmele development. The so
called “no-go” strategy adopted by Shell is basedh® commitment announced in
August 2003 not to explore for, or develop, oil @&k resources within any natural
World Heritage sites.

“Zero harni (Statoil) — the company has a Health, Safety Bndironment (HSE)
Poster where it is stated that the company’s goaero harm to people and the
environment. In its new environmental policy adapte May 2003, this general
goal is specified through a definition of zero hatnthe environment, which
specifically refers to biodiversity and biodiveysitlated issues. Statoil’s definition
of zero harm to the environment: preserve bioldgibeersity by ensuring that no
habitats are destroyed, no alien species are intemtland no impacts occur at the
population level; keep discharges/emissions belogv darrying capacity of the
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relevant ecosystem; limit the use of land, clearang restore areas after activity
there has ceased, and preserve cultural monummshtardscapes of special value.

3) “Responsible OperatichdBP): seeks, at first, to understand direct ardiréct
impacts on biodiversity and support conservatioojguts in order to create
collaborative partnerships, fund and contributecbmservation activities aligned
with local, national, regional and global prior#idefore taking final investment
decisions. From a company viewpoint, it is a wagaatribute constructively to the
public policy debate on biodiversity.

The Petrobras position closely follows that of BRccording to company
representatives, the adoption of criteria relatedbiodiversity should precede the
decision to locate or be locked into a specifiggrbdesign. At the moment, criteria are
being elaborated regarding areas affected by theitees of the company based on
criteria of vulnerability and sensitivity as defthéy the SNUC. There is as yet no
attempt to characterize biodiversity impacts in #nea of influence of energy related
undertakings, nor is there a clear definition of #reas of influence that would be
appropriate for this type of characterization (fmtew, Petrobras, October 2005).

One factor that enables Petrobras to become moselglengaged in the CBD is the
convergence of its environmental philanthropy wille characteristics of its core
business. The company has invested for over 20syieathe monitoring of native or

threatened species such as marine turtles and eesnalhe Petrobras Environment
Program initiated this effort toward greater comesrce by opening a public

competition for projects specifically dedicatedth® theme of “water”, considered a
critical resource for the future of the companglits

With the partial privatization of Petrobras’ ex@ton monopoly in 2000, the field was
rapidly invaded by foreign enterprises, most entethe Brazilian market for the first
time, without a defined regulatory framework haviseen put in place. The relaxation
of environmental requirements on the part of relgmjeagencies was adopted so as not
to scare away potential investors.

After five years of indefinition, Ibama this yeaunched its “Guide to Environmental
Licensing of Activities of Petroleum and Gas Explown — Seismic and Dirilling”. Its
objective is to serve as a useful tool in the prafien of environmental studies as well
in support to planning of petroleum industry adgivin coastal areas and offshore
exploration blocks. The document is built on thpdkars, one regarding “Biodiversity”,
in which those areas which are nominally restridtedh exploration for environmental
reasons are identified, with reference to a Remwiudf the Ministry of Mines and
Energy — MME®

The National Petroleum Agency (ANP) restricts apptdor oil and gas exploration to
areas outside those defined as a priority for bierdity conservation in critical coastal
areas such as mangroves, dunes and estuarieseasnidet! by PROBIO. The costs of
this policy imply an effective reduction in petrola reserves authorized for
exploration, with implications for national econa@midevelopment and energy
independence. In an important test case, Consernvéiternational (2003) studied the
impacts on marine wildlife of expanded petroleunpleration in the threatened

9 MME. Resolution n® 8, 21 July 2003.
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Abrolhos bank in southern Bahia, and estimated tbatism revenues from whale
sighting expeditions and regional fisheries woutdvile more employment in areas
neighboring the Abrolhos bank than would the enesegtor. As a result, ANP removed
162 exploration blocks in sensitive areas fronatitstion of potential sites in the region.

Energy companies engaged in response to the CBlOldshtso be concerned with the
impacts on local production systems of introducedtie and invasive species
transported in ballast waters of petroleum tankeamd the demands of fishermen who
seek to reduce the 500 meter exclusive accessaronad petroleum drilling platforms.

Internalizing forest and mining industry impacts

A growing number of forest related enterprisesudeig plantations and native forest
management have adopted the rigors of certificafwhether according to Forest
Stewardship Council — FSC criteria or to the BianlCERFLOR standard). Most of
the major Brazilian pulp and paper manufacturexke tapted for forest certification. As
a result some firms have adopted proactive appesatdward biodiversity within areas
affected by their plantations. For example, VottirarCelulose e Papel-VCP, through
its ISO 14.001 process determined to set asidaagwmperties with high conservation
value as shelters for endangered species in pégpatiRPPN. VCP also is preparing
all of its forest plantations and adjacent natigeerves for FSC certification by 2006
(VCP 2003 Annual Report). Aracruz Cellulose, thegdst global short fiber pulp
manufacturer based on eucalyptus, protects nathest reserves on its estates in excess
of the legally required area and invests in resitomaof degraded stream bank forests
with native tree species of the threatened Atlaticest.

Despite the growing relative importance of planfieests for Brazilian wood products

enterprise, native forests — particularly in the amon — still represent the principal
source of timber in Brazil, simultaneously the &sgglobal producer and consumer of
tropical timber (Smeraldi and Verissimo, 1999). Bramow has the largest area under
certified native forest management in Latin Ameri@®&WF, 2004). The costs of

adopting low impact production techniques are $icgmt but in the long-term such

conversion has been found comparably more lucr@Beereto et al., 1998). A principal

problem with certification is that of achieving ®wage of a larger number of

enterprises. Barriers that impede broader adoptiwtude capital rationing and

technical capacity (May, 2005). Yet the benefisnirthe perspective of biodiversity

conservation and community relations are undeni@dbiaflora, 2005).

Certification represents a powerful tool, extremetyorous and of high quality,
but only 60 companies in Brazil have been certiiedording to FSC criteria.
... The dilemma arises: should we demand a lot of @féw or a little of many?

André Freitas, Rabobank, Oct. 2005

One idea advanced by leading businesses involveffarts to promote improved forest
management in the Amazon is to seek means to lajghcity among smaller

1 PROBIO recently organized a diagnostic symposinmolving members of the concerned
Brazilian academic community of the potential effeof invasive species, as the basis for a national
program for monitoring and control over their irduation. A preliminary National Report on Invasive
Exotic Species in Brazil found 53 species introdloaintentionally through ballast water or incrista
of vessels.
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enterprises that practice or that are moving towgaibd forest management practice”.
Such enterprises may not be able to afford theemental costs of adopting full
certification standards at the outset, but may tiwee be able to absorb these additional
costs as they gain access to more discriminatingetst? An NGO consortium led by
Imazon and Friends of the Earth in association wgtrtified forest producing
companies in the eastern Amazon has assumed thefraloordinating this capacity-
building effort. This will be accomplished througboption of a gradual mechanism of
management with independent verification to expdmedmanaged area among the less
capitalized companies (Roberto Smeraldi, persamalngunication).

In the mining field, Companhia Vale do Rio Doce V¥RD, one of the world’s largest
mining and transport conglomerates, holds subsenfaimeral rights throughout Brazil
and other countries. Its operations in Brazil lrenarily in the Amazon and Atlantic
Forest biomes where it preserves globally significhiodiversity in a total of 1.2
million ha of native forests, whose direct impastdy affect less than 3% of the area
protected®* CVRD’s operations are managed so as to assureratieh of degraded
mining sites; its environmental restoration reseaand development facility at its
Linhares Forest Reserve in Espirito Santo is cemnsitla center of excellence in this
field, dominating the reproductive biology of 0\8810 native tropical tree species.

We carefully manage the mining operation, so astadtave as much effort to
restore nature afterward. Better knowledge of bredsity and ecosystem
dynamics allows us to better achieve its restoratio

Mauricio Reis, CVRD, Oct. 2005

An equally significant effort has been launched thyee major pulp and paper
companies whose properties in southern Bahia anthera Espirito Santo total over
2,000 kni. There, in collaboration with conservation orgatians, a project for
experimental restoration of biodiversity in degrdd®rridors linking existing Atlantic
Forest remnants is underway. Over 10% of the fotaperty area will be restored or
placed under permanent conservation through trasesty, and four RPPNs demarcated
(IBio, 2005).

“Biodiversity offsets” may be valuable to aid bussses that seek to address their
biodiversity “footprint”, going beyond the princglof impact minimization and
minimization, to compensate for the unavoidablee&f on biodiversity that would
otherwise impede meeting the 2010 biodiversityaarbike other mining companies in
Brazil CVRD has also assumed responsibility iforsitu biodiversity conservation in
areas surrounding its mine sites, an approachniagt be likened to the concept of
“biodiversity offsets” (ken Tate et al, 2004).

121t is axiomatic in the timber industry that buyels not pay premium prices for certified wood.
Rather, certification affords access to specializetkets for lesser known timbers and wood products
The internalization of biodiversity value in mandgerest products represents one of the most seriou
challenges to sustainable enterprise in this field.

13 Among CVRD’s seven protected forest reserves, & co-managed with the Brazilian
government environmental agency lbama.
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Managing and reporting on biodiversity impacts along supply chains

Few Brazilian industries are well prepared to edtbrodiversity criteria to their supply
chains and to third party contractors. Initial stéfave been taken with regard to the
labor market (observance of human rights such aslame or child labor practices;
diversity in hiring policy) and demands for supplkertification (ISO 9000 and 14001),
beyond conventional legal requirements. Some compasuch as Shell have led
advances in safety standards, carrying out reguldits of suppliers’ safety standards.
The Tubardo Steel Company — CST has invested iimoemuental control of partners
and suppliersEven within the GRI, considered by the private aetd represent the
most complete and consistent set of industry remprguidelines, aspects associated
with the supply chain are few and relatively sup@f. And the GRI has only one
section on land use and biodiversity.

This is an emergent concern due to the large nurobehird party suppliers to
Petrobras, and the less rigorous standards theylcccwave. There is little
information gathered in a systematic way alongghpply chain.

Luis Stano and Maria Claudia Grillo, Petrobras,dbetr 2005

Natura is an exception. “Strategic suppliers — ehosn the basis of quality, logistics,
innovation and costs — were called to participatéhe development of products, from
the outset of their conception. There are diveragnprs for each of the types of
projects in progress. Suppliers share as well aiat@nd environmental commitments
of the company. In the same way, Natura has getteser to the local communities that
supply natural ingredients used in the Ekos lingisTs an effort that involves NGOs,
scientists, researchers and governments and repseae evolution of a program of
asset certification adopted by the company beggnmn2000 — a way to guarantee
environmentally correct and sustainable managemeBtrazilian biodiversity. In this
new phase, the company hopes to also assure tmmremally viable and socially
equitable exploitation of these assets by the coniies.” (Natura, 20043*

Several initiatives to promote stakeholder dialagtbe establishment of sustainable
commodity chains have also arisen over the pastyfears, focusing on coffee and
soybeans production and marketing syst&mm Brazil, initiatives to reduce the
biodiversity impacts of soybean expansion in the agon basin and to motivate
adoption of conservation tillage and other appuadpriagricultural practices have
involved soybean traders and customers in congsuitat Scrutiny of investment
behavior has built pressure on credit offerings waide chains to promote biodiversity
friendly practices. Soybean expansion should thebettome contingent on adoption of
adequate socio-environmental safeguards such adaamee of new clearing in forested
areas. Dutch investors concerned with social resipoity specifically addressed this
issue with reference to the Brazilian case, withpsut from Unilever, itself responsible
for purchases of 110,000 tons per year of non-GMgbsans in Brazil (VBDO, 2005).
Stakeholders suggest the need for certificatiomrajin of soybeans traded so as to
avoid that their production originates from areacently converted from tropical forests

¥ Further details on the Natura case are providémhhén the section on Sustainable Use.
15 gee, for example, the Sustainable Commoditiesativié, managed by the International
Institute for Sustainable Development and UNCTA®v(v.iisd.org/trade/commoditig¢s
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(FBOMS, 2004). This would be accomplished by pmefiéal purchasing from
cooperatives and traders who adopt such criteracquisitions, and whose geographic
area of activity lies outside originally foreste@as.

Along with interest in sustainable value chainsdgricultural commodities has come a
proliferation of criteria, norms and standardsdenitify products of sustainable origin.

This proliferation confuses the consumer and magolme yet another onus for

producers charged with attending diverse critemighie face of declining prices. To

address these problems, discussion has taken ataoagst stakeholders focusing on
the creation of unified sustainability criteria. ©®example of this approach is the forum
on Common Codes for the Coffee Community, madefufDdndustry representatives,

producer groups, traders and NGOs, currently ertyagéeld testing of a common set

of criteria for green coffee production and tralde.

Certification is a vital necessity, but the consutoelay is lost in a proliferation

of labels.
Philippe Pommez — Natura, October 2005

Financial sector disciplines

The Green Protocol is a letter of banking pringdier sustainable development signed
in 1995 by the major Brazilian official banks (Bando Brasil, Banco do Nordeste,
Banco da Amazobnia, Banco Nacional de Desenvolvimdftonémico e Social —
BNDES, Caixa Econdmica Federal and Banco CentraBdsil). These institutions
made a commitment to implement policies and prastaligned to the goals defined by
the Brundtland Report, that is, to promote a dgualent model which could satisfy the
needs of future generations as well as the preent.

Among measures resulting from the Green Protobel,Banco do Brasil adopted the
following operating principles: to suspend finargito operations which generate
environmental impacts, unless the creditor showsnd@b authorization of the
responsible state or federal environmental ageaoy, to present documents from the
responsible agency regarding approval for any effthlowing activities as mandatory
condition for financing approval:

» Deforestation or agricultural activities leadingth® incorporation of new areas
into the production process;

* Marketing of unprocessed extractive vegetal orefigs products;

* Investment operations in activities that utilizevieonmental resources or
undertakings that may cause environmental deg@dati

® The "Common Code for the Coffee Community" comgsidasic social, environmental and
economic standards for achieving greater sustdityabi the production, post-harvest processing and
trading of green coffee. Details availablefdtp://www.sustainable-coffee.net/

¥ An inter-ministerial working group created in JuR@04, entitled “Credit for Sustainable
Development” was charged with formulating normatimstruments for the inclusion of sustainable
development criteria in federal government funds enedit systems. Among its attributes, the grauoi
revise the Green Protocol, proposing strategiesitforestructuring and effective operation, through
commitments between official agencies; proposiriggiga for environmental sustainability in the usfe
government funds, as well as in the private banldggtem, proposing mechanisms to incorporate
environmental criteria in credit instruments.
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* Investment operations in activities that require viEmmental Impact
Assessment (EIA/RIMA);

* Investment operations in activities that utilize tevaresources, including
irrigated agriculture, requiring water use licegsin

In 2003, the Banco do Brasil adhered to the Gl@mihpact® having participated in
preparation of the repoftWho Cares Wins — Connecting Financial Markets to a
Changing World”,addressed to recommend mechanisms for integratgécbemental,
social and corporate governance issues (Global @otnp004).

BNDES, Brazil's national development bank, the émtginvestment bank in Latin
America, also a Green Protocol signatory and aly ealopter of environmental due
diligence based on IFC criteria, recently had its/ibnment Department reinstated
after a temporary hiatus. Although traditionallyeth BNDES concentrated its
environmental financing in sanitation works (solichste management, water and
sewerage), its actions currently have expandeddode restoration of degraded sites,
water resource cleanup, reforestation of ripar@edts, as well as preventive projects
such as the “Cleaner Production” program. The kardbtjective is to incorporate
environmental variables in all its operations anddpctive sectors financed. Initially,
this is being accomplished through the inclusionaofjuestionnaire regarding the
environmental profile and performance of potertralditors, a tool that forms part of an
eliminatory review of initial creditworthiness. Abugh not mentioned explicitly in the
qguestionnaire, several items express preoccupatitn possible biodiversity related
risks of investment undertakings (see Annex 1).

At a global level, 31 financial institutions thatcaunt for an estimated 80% of all
global project finance, including among them fouivg@te Brazilian banks and the
Banco do Brasil, had by June 2005 signed the Eqatociples. This set of guidelines
for the financial sector, particularly in emergin@rkets, commits banks to follow the
rigors of International Finance Corporation (IFCpci®-environmental review
procedures and safeguard policies (Equator Priesj#2003). The IFC procedures call
for specific attention to biodiversity in environntal assessment of project finance,
applied to loans in excess of $50 million. Compdi@ with these principles extends to
procedures for credit risk screening and loan cawmen incorporating socio-
environmental concerns, using criteria that go belyadherence to host country legal
requirements’

Private banks active in Brazil have also begundopa environmental criteria in due
diligence procedures, and governance issues i fi@ancing procedures, assets
management and securities. The most representzdivies are proactive in promoting
biodiversity friendly production practices in inte®nt strategies. ABN/AMRO Real,
Bradesco, Ital and Rabobank are among those tlaaindh signed the Equator

'8 The Global Compact, launched during the World Broic Forum at Davos in January 1999
by UN Secretary General Kofi Annan, aims to mobilihe international corporate community to promote
basic values in sensitive fields such as humangighd environment protection.

' The language of the Principles provides that ia ¢mvironmental assessment of projects,
lenders address among other matters, “protectidmuofan health, cultural properties, and biodivgrsit
including endangered species and sensitive ecosgstéEquator Principles, 2003). For example, IFC
procedures call for appraisal of impacts on endaatyspecies from the IUCN threatened specieshiat t
is broader in coverage than the national lists gmegh by Ibama in Brazil.
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Principles, now seek means to incorporate enviranah€oncerns as an integral part of
credit risk management. Procedures for credit wevieow begin with a socio-
environmental risk appraisal. At ABN/AMRO, loansathare questioned on these
grounds may be vetoed. However, rather than deegitcfor investors on these
grounds, banks prefer to find ways to use creditaasever to enhance socio-
environmental performance among their clientele. Rabobank, agribusiness
enterprises — which make up the majority of thektsalientele in Brazil — seeking
continued access to a line of credit, must show thee making progress toward
recuperation of degraded permanent protection aasagquired by the Forestry Code.

We want more sustainable clients
Christopher Wells, ABN/AMRO Socio-Environmental Ri&dviser

Risk appraisal begins with loan screening, apphangredit review questionnaire with
the client. In addition to issues associated widst® management and emissions, the
guestionnaire addresses biodiversity through casceiuch as observance of legal
criteria for protected areas and reserves, andesxis of liabilities associated with
deforestation or degraded sites. The credit analhest verifies information regarding
licensing, fines and other environmental liabisti&iith the responsible state agency.
Although some states offer access to regularly tgablinformation on the status of
licenses and infractions in their jurisdictionsedb data are often inconsistent, out of
date or nonexistent. For the banking industry téeatively incorporate socio-
environmental safeguards, perhaps the most impgaxénof the public sector would be
to provide standardized and up to date informatiotusiness liabilities.

The financial sector also signals its commitmenbitdiversity conservation through
specific corporate risk policies regarding foresied other natural resources.
ABN/AMRO published a global Forestry and Tree Pdgéionh policy that excludes
finance to activities that would provoke alteratioh native forests (ABN/AMRO,
2001). Rabobank addressed its exposure in theusgniss field by publishing a policy
that would restrict credit to enterprises that adognsgenic seed in areas where such
use has been prohibited by 18%.

Financing the conversion

The adoption of biodiversity friendly technologydabusiness practices depends in
many cases on the availability of capital to firautite conversion. Businesses that wish
to remain competitive in increasingly global maskénd they must invest to bring their
products into conformity with social and environrtarcriteria. If they do not do so,
both their competitiveness and creditworthiness mayeopardized. But there are few
credit lines available that specifically financee thosts of conversion, and these are
often limited to large creditors.

20 See corporate website for details on Rabobank'sprégrh to Gene Technology:
http://www.rabobank.com/Images/gm_statement_entmi®25-621.pdf

2L In Brazil, the National Development Bank (BNDESjecs cut-rate loans for investments in
environmental control technology. The IFC financdgese loans at lower interest, permitting
concessionary rates, and these loans may alsotameth through private sector financial institusdhat
manage IFC credit lines.
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Private credit for biodiversity friendly productigoractices is a recent phenomenon.
With $51 million in IFC financing, ABN/AMRO Real cently created a Socio-
Environmental Finance unit, offering credit linést range from renewable energy to
tree plantations for agrarian reform beneficiai@BN/AMRO, 2005). Rabobank is
offering “Green Finance” at concessional terms tgaaoic farming and other
environmentally differentiated production systeriifiese loans are financed out of
proceeds from “Green Bonds” marketed by Rabobank.

The public banking system and regionally earmarkedstitutional funds offer
subsidized credit lines for investment in produetactivities, yet examination of these
portfolios in the Amazon indicates that such créxdis typically gone to conventional
enterprises rather than to those that promote isafile resource use. This is due to
absence of material rewards to banking sector immaties for efforts to innovate in
lending, and to inadequate technical capacity twisadproducers on the part of
extension agents and technical consultants (C28GHh).

Transparency is important. Both the public and gigvbanking sectors have been
targeted as key leverage points to condition chpitailability to new enterprises and
infrastructure facilites on socio-environmental rfpemance. NGO watchdog
organizations are recognized as important actoowémsight of bank performanéeA
recent review of public disclosure of environmemienagement procedures adopted by
Equator Principle signatories revealed some discreles in adoption of these
disciplines (Chan-Fishel, 2005).

Business roles in access and benefits sharing in opportunities for
sustainable use of biodiversity components

The potential to develop new products and industbiased on biodiversity resources
has frequently been cited as a primary motivat@mmnetosystem conservation, although
the CBD is primarily grounded in appreciation otaingible, unpriced biodiversity.
Between option value for the resource base an@dheal capture of market value lies
an enormous gap and a promise that has often gofuffiled. Capturing tangible
values through bioprospecting or sustainable udeadftional products is fraught with
controversy. Adequate safeguards to compensatersotd traditional knowledge and
to avoid unsustainable harvesting of natural rawens are an essential counterpart to
the opening of new market opportunities. At the sdime, corporate efforts to protect
natural resources may be stimulated by the pofetatidevise business opportunities
from research or visitation in protected areas hictvthey hold title.

Despite regulatory complexities, several Brazil@mporations have become involved
in partnerships aimed at leveraging sustainable afskiodiversity. For example, a
manual and training program to promote best prastic ecotourism has been promoted
in cooperation with FUNBIO. Leading companies ia tosmetics and paper industries
have developed product lines or associated ensepierived from biotic resources.
Proactive business undertakings include a mediglzelts production enterprise within

22 The “BankTrack” program, managed in Brazil by fféends of the Earth Amazonia “Eco-
Financas” program, is at the forefront of this moeat (ABN/AMRO interview). BankTrack is made up
of 14 NGOs worldwide whose mission is specificallyreport on the human and environmental impacts
of the private financial sector and to promote gpoattice Wwww.banktrack.or)y
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a major pulp and paper operation, promotion ofifoedt community natural products
enterprises for use in a specialized natural casmédine, and capacity building in
bioprospecting and high throughput screening faarptaceutical and agrochemicals
potential.

Klabin Paper and Cellulose Industries S.A. is trgést integrated producer of pulp and
paper products in Latin America. Its holdings imtdua total of 400 thousand hectares in
five states in Brazil's Atlantic Forest biome, ohieh 40% is dedicated to native forest
conservation and the remainder to highly producéuealyptus and pine plantations.
The company’s certified forest operation had aspa-sff, certification of the
company’s herbal plants nursery and natural mealigmmoducts facility. Through a
partnership with FUNBIO, this facility provides pyherapeutic remedies applied in
70% of medical consultations by company employeediicing treatment costs by an
estimated 56%. Medicinal and aromatic herbs supptgnge of natural products sold
both on the national and international market,udeig herbal teas, creams, pomades,
colorings, shampoos, and syrups.

Natura, now Latin America’s largest cosmetics conypdegan in 1999 to develop the
Ekos line of products, based on the use of sudibiarvested native species including
guarand, Brazil nut, andiroba, cupuagu and bwiiginating from local communities.
The principal difficulties faced by Natura wereateld to the logistics of assuring a
steady and reliable supply, and guaranteeing ik origin. Through a joint
program with Imaflora, an FSC and Sustainable Adpire Network (SAN) certifier
active in Brazil, supplier groups / communities abed certification and technical
assistance in supply management. Ekos grew rafpdaccount for a significant share
of Natura’s sales.

Natura adopted internal policies for its relatiomgtwith communities based on
recognition of local knowledge and distributionpart of its revenue for needs
defined by the communities. The approach is togragmount associated with
the sale value of products using the ingredientgioating from a given

community. The principle is not only to pay a fanice but to develop a
relationship and associate the communities as astin the enterprise.

Philippe Pommez — Natura, October 2005

As part of its learning process with raw materiap@y logistics, Natura is now
working with communities to identify product linextensions from the same raw
materials (WBCSD, 2005). The company is now inghecess of a broader integration
of natural products as raw materials, and a regicaf this business model throughout
the enterprise (interview, October 2005).

Although some 20% of all plant biodiversity in thwrld is found in Brazil, a recent
compendium classifies only 1,300 species of medigitents known to man (Mors et
al., 2000). Indigenous knowledge in combinationhwitlk remedies thus represents
only a small proportion of species potentially usébr pharmaceutical purposes. The
Atlantic Forest has a number of unique speciestduts isolation from other tropical
forests. The argument of EXTRACTA Moléculas Natsr&é to investigate through
random collection, extraction and testing againslustrial targets this storehouse of
potential values for humanity.
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EXTRACTA is a private bioprospecting startup thaswincubated in the BIO-RIO
complex based at the Federal University of Rio @eeifo. The company amassed a
substantial collection of plant extracts, fracti@amsl pure compounds from collections it
sponsored with contract partner Glaxo Wellcomenmarily in the Atlantic Forest and
the eastern Amazon. Its agreements with landowaredlsresearchers that contributed to
its Bank of 40,000 plant extracts specify in detallenefits sharing approach associated
with eventual patents originating from high thropgh screening of its collection
against innovative biological targets. Screeningnsgertaken on a contract basis with
industries in pharmaceuticals, cosmetics, fragranceop and livestock defense and
new biomaterials areas. EXTRACTA became the firstzBian corporation to receive a
Special License from CGEN to access national bexdity throughout Brazil and to
form a commercial library of extracts and its datives, down to pure compounds.

EXTRACTA received official approval for its form afteraction with
biodiversity, whose tonic is minimum impact, refusawork with threatened
species, and total adherence to the CBD and Beazlkgislation.

Antonio Paes de Carvalho — EXTRACTA, October 2005

Partnership with society: sharing biodiversity resources

It is consensual in the private sector that theessity to prevent traumatic

environmental events — along with pressures fromr ewore organized and active
stakeholders — is one of the principal factors celtinqg change in corporations. At the
same time, experience indicates that collaborathamagement of biodiversity with

local organizations produces more rapid and readiabkults, since it incorporates the
contribution of groups and individuals who hold knedge of species and ecosystem
dynamics within the territory in which an undertakiis located. For this reason, a
company interested in creating biodiversity valueowd seek opportunities for

sustainable enterprise, principally involving thdseal communities most seriously

affected by their operations. The interface witbalopopulations is particularly delicate

in extractive industries, such as mining activiteeried out in or near indigenous
territories in the Amazon.

Assuring adequate stakeholder engagement dependl/ ma how business relations
are conducted and nurtured. Communication mustdsr and transparent, offering the
maximum of information to those involved, even ddothe content be perceived as
negative. A company is more likely to conquer tohefalence of stakeholders when it
openly assumes its errors and failures, as shovaonimmunication strategies by Shell
and BP in Brazil.

The CBD recognizes the narrow dependence on bidbgiesources of traditional
populations and local communities, providing tharties assure that traditional
knowledge and conservation practices be protected applied more widely,
conditioned on informed consent and equitable shasf benefits (Article 8.).).

Companies should perceive traditional knowledge hoblogical resources and
sustainable management practices adopted by locamenities as a vital source for
sustainability of its business. Additionally, “Tleepartnerships can assist companies by
providing them with access to biodiversity expertiand information; strengthening
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and legitimizing biodiversity activities; allowingompanies to efficiently outsource
unfamiliar biodiversity activities; building compgartapacities which may be valuable
in other areas of the Dbusiness; and enabling @llturchange.”.
(Earthwatch/[UCN/WBCSD, 2002:43).

Conclusions

For management of biodiversity to produce positesults for the private sector, it is
necessary to combat an excessive emphasis ontsharfinancial returns. Rather than
invest in quick fixes and superficial measures, panies should look to creation of
long-term value, particularly derived from intanigilassets and sectoral alliances. The
main challenge of the CBD, more than that of then@le Change Convention, will be
to answer the dilemma of intertemporal equity iemérto biodiversity. For this reason,
it will require the adoption of various instrumerds an initial stage through broadening
Environmental Management Systems in productive nshabut this will in itself be
insufficient to guide companies so as to use bedivy in their favor.

Rather than respond to dozens of indicators andnaglating certifications, businesses
should work toward sectoral standardization of aives and indicators, accompanied
by partnership initiatives among companies of #mes sector, such as the Energy and
Biodiversity Initiative — EBI. Thanks to massive damninterrupted investment in
scientific research, the pulp and paper industryoday harvesting the results of a
successful strategy of intra-sectoral partnersiigis academic institutions that reduced
criticism toward eucalyptus cultivation, directed@rge measure at its low biodiversity.

“Viewing biodiversity conservation in terms of saistability means recognizing the
actual value of biodiversity to all people, everpmdi’ (Earthwatch/IUCN/WBCSD,
2002:26-27). In 2004, WBCSD and CEBDS with sportsipréy BP and support from
Amanco, launched a business-oriented proposaldoialsinclusion. Centered on the
principle of Sustainable Survival, the proposaletefs support by companies toward
sustainable enterprise initiatives of poor popalai Some companies already perceive
the commercial and reputational potential of biedsity management. As described
above, Klabin used to advantage the existing gepetirimony in its “own backyard” to
create an award-winning program of “living pharnestj producing natural remedies
that benefit poor people in the state of the Paran&a

Not by chance, the DJSI, the most influential markedicator of sustainable
investment, introduced a new clause in 2004 spadi§i related to biodiversity, with a
focus on energy, construction and mining industriflse clause includes measures
associated with implementation of corporate biodiig policy; systematization of
monitoring and evaluation processes with regareventual impacts on biodiversity in
operations and future areas of exploration; andsidenation of the adoption of
international guidelines such as those of IUCN BINESCO in the decision-making
process concerning new extraction areas.

The opportunities are many. The challenges residéhé still very inadequate
perception of the importance of biodiversity amatigerse segments of the
private sector, in the promotion of a “radically Widopmental” posture toward
Brazilian agriculture, and due to the absence ohigh level debate between
Government and society regarding the opportunitgd &mdamental importance
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for the country of establishing leadership in preses and programs of
sustainable accommodation between modern agriailtand biodiversity

conservation and sustainable use. Assimilation ioflilsersity concepts is still

impeded by the traditional action of some lobbiesdefense of private sector
interests, confounding in large measure the corsceptd actions related to
biodiversity with those related with biosafety mafnisgenic organisms. This model
requires urgent reform and updating.

Joaquim Machado — Syngenta, October 2005

Recommendations

It should be recognized that the private sectors@sses biodiversity-relevant
knowledge and technological resources, as well @® m@eneral management, research
and communication skills, which, if mobilized, cdulacilitate the implementation of
the Convention. The following recommendations arggested as a preliminary set of
guidelines to promote more ample engagement ofnbases toward the 2010
biodiversity target, with emphasis on the Braziliarperience. They should be
discussed and refined during the November 2005 rsenun Business and the 2010
Biodiversity Challenge.

1)

2)

3)

4)

5)

6)

Reporting:The GRI has been adopted with success by a nurhlcergorations,
as a step toward building uniform reporting staddaand comparability. Efforts
should be made to define and operationalize motailde and sector-specific
biodiversity indices within the GRI as a tool foanmagement and monitoring.

Incentives mechanismincentives and lines of credit are generally lagkio
engage in biodiversity friendly activities. Credlites should be developed on
concessional terms to finance conversion to biadityefriendly practices and
technology, particularly among SMEs.

Information for due diligenceAccess to regularly updated and consistent
information from governmental licensing agenciegarding corporate socio-
environmental liabilities is critical to facilitatecredit risk appraisal on
biodiversity criteria. Capacity building to for ghppurpose should be a central
instrument for biodiversity mainstreaming.

Sustainable usd:icensing procedures for biodiversity access shduld ways
to limit obstacles toward capture and sustainabéai biodiversity values while
observing CBD safeguards on informed consent andflie sharing rather than
serving as an impediment to such opportunities.

Valuation of biodiversity to busines$here is a great need to quantify the
economic benefits of biodiversity conservation tcisty and to business,
though this need not necessarily be in monetargger

Guidelines for biodiversity impact assessmehtGuide should be developed
regarding the biodiversity impacts of enterprigeslifferent sectors, identifying
approaches for their avoidance or amelioration, apdtaining details of
experience in the form of one or more Business £ase
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7) Engagement of SME®evelop guidelines for “good management practice”
incorporating biodiversity that will ensure, forawple, that a larger share of the
thousands of small and medium forest enterpriseshen Amazon become
engaged in low impact logging practices.

8) Incorporating biodiversity in the value chaiSupply chain management should
begin at the buyer end, with specification of cigtdor preferential purchase of
goods and services that make biodiversity protaatixplicit (e.g. geographical
origin). To be effective, major buyer groups aratiers must be engaged in the
process, building capacity to promote sustainabdelyction practices along the
value chain.

Steps toward more fruitful engagement of busineske CDB:

* Mobilizing business capacity:The biodiversity-relevant knowledge and
technological resources as well as lessons leaamedskills acquired in the
process of integrating biodiversity concerns intivgie sector practices, should
be mobilized to facilitate the implementation oé t&DB (in combination with
more general management, research and communicskidla available to
business).

» Dissemination of CBD objectives and todlgorkshops should be promoted to
present and discuss the objectives and tools oC®8B, suggesting directions
and opportunities for the private sector to becattive in its implementation.
In this context, the principal results of the Milleum Ecosystem Assessment
and good industry biodiversity practice should beilged.

* Business representation at the COFBusiness representatives should be

encouraged to participate as delegates to the €omdes of the Parties to the
CBD.
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ANNEX 1. BNDES LOAN CREDITWORTHINESS QUESTIONNAIRE

In executing its credit policies, BNDES considéroibe of fundamental importance to observe
socio-environmental principles. In this sense, BMDEonditions credit on observance of
environmental regulation by its beneficiaries, potimg and supporting the investments needed
for this purpose and verifying the environmentatf@enance of projects financed. For the
environmental classification of a project, the following questionnaire should ¢mrectly
filled-in with yes (y) or no (n) in all items. CLARIFY IN CASE OF AFFIRMATIVE
RESPONSE.

1. Location of the undertaking

() Urban area

() Industrial District

() Rural area

() Situated within or in the buffer zone of an IntdgPaotected Area (Park, Biological
Reserve or Ecological Station)

) Situated within a Sustainable Use Protected Area

) Contains an area recognized as an Historic, Guljtércheological or Speleological
(cave) site

) Construction is planned within Permanent Protecficeas

) Communities surrounding the project express opioosit

—~~~

—~~~

2. The activities of the undertaking are associatedith:

) human population dislocation

) modification in water courses

) captation of subsurface or surface water

) deforestation of native forest or drainage of ames 100 hectares

) production of radioactive substances

) utilization, production, or emission of substasmtisted in the Montreal Protocol or in the
Stockholm Convention

) research on Genetically Modified Organisms - GMOs

) discharge of effluents into the sea, lakes or matarses

) generation, treatment, incineration, or final disgdaf solid wastes

) emission of atmospheric pollutants

) generation of noises, odors, vibrations or etentrignetic radiation

) others (specify)

AN AN AN AN AN N
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