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Understanding EUDR: Scope & Key Principles
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W15} Cocoa is an important driver for land use change in
forest landscapes

e 420 million hectares of forest worldwide have been lost between 1990
and 2020 (FAO). A significant share of that forest loss is legal (Forest
Trends)

e Deforestation and forest degradation are important drivers of climate
change (IPCC: 11% of GHG emissions) & biodiversity loss — halting
deforestation and restoring ecosystems is the second most effective
way to bring down emission

e  90% of deforestation provoked by the expansion of agricultural land.
At least 50% of cocoa expansion since the 1960s has been at the : j
expense of forests (FAQO) I e R AN,

Newly Established Cocoa Farm in Céte d'lvoire
Source: the Guardian

e The EU is a major producer and consumer of commodities associated
with deforestation and forest degradation
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is the EU Deforestation Regulation in a nutshell?

° 7 commodities selected: cattle, cocoa, coffee, palm oil, soy, wood and
rubber. For each commmodity, a list of derived products falling within the
scope (Annex 1 of the Regulation)

° Regulation applied to imports to the EU, products made available

within the EU, and exports from the EU

° Regulation requirements apply to importers (BC) and companies
placing the products on the EU Market (BC customers)

° Corrective action and penalties for non-compliance : market recall and
fines (specifics to be established by EU Member States)



https://data.consilium.europa.eu/doc/document/ST-16298-2022-INIT/en/pdf
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\WIiEll does the EU Deforestation Regulation (EUDR) require?

From Jan. 25, companies placing cocoa on the EU market will have to comply with the below requirements

PROVE THAT COCOA IS

Traceable

Deforestation-free

Legal

COLLECT INFORMATION

Bean origin (GPS points for cocoa
plots, suppliers and buyers, date
of production)

Demonstrating that cocoa does
not come from land deforested
after 31 December 2020

Demonstrating compliance with
local laws on land, environment,
human rights, labour, trade &
customs

ENFORCE DUE DILIGENCE SYSTEMS FORMALIZE

. . ' Due Diligence
Information collection i
i Statement
1

Attached to each import /
export (customs

. declaration)
Risk Assessment

Risk Mltlgatlon Performed on an annual
basis, made available upon

request

A benchmarking system will categorise countries or regions according to deforestation risk, as
Low Standard High. Companies purchasing cocoa from Low risk areas will only have to carry
@ out the first step of Due Diligence Systems. Checks will be focused on Standard High areas.
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Understanding EUDR: Scope & Key Principles
Forest Positive Strategy & Road to EUDR Compliance




BC Ambition

As highlighted in Forever Chocolate 2.0

2025 S
2050

Alignment with 1.5°C

Forest Positive ; .
Climate Trajectory*

A Annual reduction of GHG emissions
to be aligned with the Paris Climate
Agreement and Science-Based *Revisionof
A Deforestation-free Targets by 2030 Tgfgr?“ Positive
supply chains
31/12/2020 cut-off date

A Compliance with EU
Regulation

A Net Zero emissions company by
2050
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EUDR and Deforestation ARG E

Main origin countries for BC cocoa will likely be ranked as “high risk for deforestation” by the EU benchmarking
system, requiring BC to enforce full Due Diligence

CapeVerde
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Ivory Coast  Ghana
-63.9% -19.5%

Ivory Coast had the
highest relative
deforestation,
losing >60% of its
forests, a total of
19,300 square miles.

No single place in the world has seen
higher deforestation rate than lvory
Coast over the last 30 years (64%

o deforestation)

Top 10 countries for increase in primary forest loss as of 2022 ) ) .
Top countries for primary forest loss by area in 2022

Ghana 171%
Bolivia 159%
Angola 152%

Cameroon 140%
Colombia 132%
Laos 131%
Argentina 126%
Philippines 125%
Ecuador 125%

Liberia 123%

reast WORLD RESOURCES INSTITUTE

In 2022, Ghana, Cameroon and Ecuador were listed by WRI within top 10 countries
with largest relative increases in primary forest loss. Brazil, Indonesia and Cameroon
were listed within top 10 countries with largest primary forest loss areas.

Source: WRI 2022, Visual Capitalist




Implications for BC

Suspected or verified non-compliance after initial purchase requires immobilizing / withdrawing large volumes of
products, calling for risk to be mitigated prior to purchasing

Polygon entering

BC Supply Chain in Financial Risks
2025 Failed EU checks would result in a recall of
products
DETECTION TIMELINE ACTION SCOPE
, Operational Risks
Prior to purchase No purchase Farm
i Should products be suspected or deemed
Prior to bean . :
; Truck non-compliant post bean cleaning,
cleaning .
volumes corresponding to all products
: Batch under mixed with non-compliance beans would
Post bean cleaning . .
processing have to be discarded
Post further Batch under
processing processing

Immobilize /
Upon EU check withdraw from
10 market

Entire shipment /
product batch
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Forest Protection

According to the most recent and large-scale studies, forest protection is the most efficient means to reduce

deforestation

MAIN DRIVERS FOR
DEFORESTATION

DEMAND FOR
AGRICULTURAL

ROADS PRODUCTS

MAIN LEVERS
FOR
DEFORESTATION REDUCTION

PROTECTED
AREAS

PAYMENT FOR
ECOSYSTEM
SERVICES

INDIGENOUS
PEOPLE LA
ENFORCEMENT

In 2023, a new study (Busch, Kalifi et al.) performed a
meta-analysis of deforestation drivers and reduction
factors globally.

The study relies on extensive literature review. It
identified, screened, coded, categorized, tabulated, and
reported results from all spatially explicit and
econometric studies.

Source: Busch, Kalifi et al, 2023



Our Forest Positive Strategy

12

Focused on risk reduction, across all geographies

1.

2.
3.

Sourcing
Knowledge

Due Diligence
Approach

Forest
Protection

Ensuring we know where to source beans from areas
where risk of deforestation is low and where Forest
Positive targets are reachable

Implementing a toolbox structuring a robust
approach towards risk management, embedded in
best industry practices for Due Diligence

Supporting efforts to reduce deforestation in high
risk areas as the most efficient risk mitigation
strategy
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1 - Sourcing Knowledge

13




Forests and Deforestation

International institutions refer to forests as a combination of physical criteria anc
a notion of predominant land use

FORESTS

“land spanning more than 0,5 hectares with
trees higher than 5 meters and a canopy cover
of more than 10%, or trees able to reach those
thresholds in situ, excluding land that is
predominantly under agricultural or urban land

use

DEFORESTATION
“the conversion of forest to other land use ~420M hectares
independently of whether human-induced or

not”

14

Source: FAO; EU Parlement (2023)



Cocoa and Deforestation

Cocoa is a driver for land use change in forest landscapes. It is currently mostly grown on land converted from
forests

NATIVE FOREST TREES - Theobroma cacao is a forest tree, prone to
be farmed in humid lowland tropical areas (currently or previously

forested land)
At least

POST-FOREST SOILS - After cocoa is planted on previously forested

soils, productivity tends to drop after 20 years, reflecting depletion in O
soil fertility and the need to renew trees O

of cocoa expansion
REGIONAL PRODUCTIVITY DECREASE - Productivity drops impact since the 1960s has
entire regions at a time, as all plantations in a given area tend to be been at the expense
of similar age and / or exposed to similar pests of forests

15
Source: EAQ Catalogue of Crops ; ICCO ; Ministére de I'écologie ;

(Kroeger et al., 2017), IDDRI (2019)


https://www.fao.org/3/bp841e/bp841e.pdf
https://www.icco.org/growing-cocoa/

Global Level Risk Assessment — Overview* o

BRAZIL CAMEROON COTE ECUADOR
D’'IVOIRE

Country Level

1. Regulation for Forest
Conversion / FPIC compliance

2. Cocoa as a minor driver for
deforestation (<5%)

3. No cocoa in protected areas

4. Serious threats to institutional
forest management

5. Mitigation of adverse Human
Rights impacts from cocoa

BC Supply Chain
1. Cocoa plots / Forests overlap

2. Ongoing deforestation (in plot
vicinity / on plot when overlaps)

3. Land Use Change
4. First mile traceability

5. Traceability audit

Criteria assessed as -

Medium

(*) Preliminary assessment performed in 2022. Internal methodology reviewed, updated assessment to be finalised in December 2024.
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2 - Due Diligence Approach
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Formalised Approach to Due Diligence

1 12/ o

Forest Positive Strategy . Sourcing EUDR Risk Policy Sourcing Guidelines
WHY: BC's forest positive WHAT: Internal policies towards HOW: Procedures to guide EUDR risk
objectives and the principles and ensuring EUDR compliance, decision assessment while ensuring alignment
approach to achieve them making and due diligence risk with regulatory requirements
: mitigation :

risks of EUDR

% N BARRY (/| CALLEBAUT N BARRY (| CALLEBAUT
BARRY (|| CALLEBAUT : :
. . e ertifie s,

Thriving Nature @BC

Forest Po tegy

18



BC Due Diligence Approach

BC developed a 3-level due diligence system with dedicated tools and processes

STEP 1:
COUNTRY-LEVEL

INFORMATION COLLECTION
From desk review & experts consultation

COUNTRY RISK ASSESSMENT

Assessment performed at national &
sub-national levels. Covers forest governance,
deforestation dynamics, political context,
signs of deforestation, human & labor rights.

A

RISK MITIGATION

Implementation of forest protection measures
in medium to high-risk countries or
sub-national areas.

¥

SOURCING DECISION

Decision whether sourcing can continue in a
country or a given region taken by Sourcing
Committee.

STEP 2:
SUPPLIER-LEVEL

INFORMATION COLLECTION
From suppliers or through audit consultation

SUPPLIER RISK ASSESSMENT

Assessment covers robustness of supplier
traceability system, capacity to comply with
EUDR requirements on governance,
deforestation monitoring & legality standards.

A4

RISK MITIGATION

Suppliers requested to take time-bound action
after requesting complementary information
and/or perform an audit + grievance
mechanism and training support.

A 4

SOURCING DECISION

Supplier either integrated in our supply chain
or suspended until assessment or mitigation
allows to reach a satisfactory level.

STEP 3:
FARM-LEVEL

INFORMATION COLLECTION
From suppliers in direct contact with farms

FARM RISK ASSESSMENT

Assessment covers whether mapped cocoa
plots are located on land that can be legally
farmed and that does not correspond to land
use change from forest to cocoa after 2020.

hd

RISK MITIGATION

Further investigations including field audits in
case of non-compliance concerns + grievance
mechanism & trainings to prevent risks

A g

SOURCING DECISION

Plots either integrated or discarded from our
plot database.



BC Due Diligence Tools

BC relies on dedicated tools to enforce our Due Diligence Approach

-l. Designed to Assess Risks 2 Designed to Mitigate Risks
Country Risk Assessment Yield Control
Supplier Risk Assessment Grievance Mechanism
Farm Risk Assessment Stakeholder Engagement

Deforestation Monitoring

20
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3 - Forest Protection
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Forest Protection

We will engage in Forest Protection in landscapes where cocoa is at high risk of being
associated with non-compliance for EUDR

-l' Efficiently Mitigating Risks

We will invest in Forest Protection complementary to supply chain risk mitigation
initiatives to enable “negligible risk” to be reached in areas both key for sourcing and where

risks of non-compliance can be partly addressed by improved governance of forest
resources

2. Pushing Differentiation through Innovation

We also seek to set the pace of compliance with EUDR — we will work with relevant
stakeholders to push a Forest Protection agenda, enabling us to contribute to global
climate and biodiversity agendas, in collaboration with exporting Governments
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Concluding Remarks
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For further information or f
sophie_lang@barry-calleb



