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EXECUTIVE SUMMARY

In 2020 Colombia increased the production of certified sustainable palm oil
(CSPO) by 1% compared to the previous year, totaling 28% of total crude
palm oil (CPO) production (1,559,011 tons). Compared to the main palm oil
producer countries (Indonesia, Malaysia), this milestone makes Colombia a
world leader in terms of the proportion of the CSPO volume in the total
national production.

ISCC and RSPO certification showed sustained growth of 19% and 25%
respectively in Colombia, compared to the volume produced in the previous
year. This increase corresponds to the addition of one palm company to the
RSPO standard and the ISCC standard, as well as to the higher production
volumes reported by already certified companies. Rainforest Alliance certifica-
tion remains stable in both number of companies and certified volume, which
confirms that this accreditation corresponds to a limited market niche.

The total certified area is equivalent to 158,043 hectares, 32% of the total
areaplanted in Colombiain 2020.RSPO reported the highest growth in certi-
fied hectares reaching 95,312 hectares last year (19% of the country’s
planted area), thanks to the inclusion of one new certified company. ISCC for
its part, represented 16% of total hectares of oil palm production in
Colombiawith a certified area of 79,740 hectares.

The measurement of the Sustainability Index, led by Cenipalma has allowed
to monitor for the first time the progress in the adoption of 1.944 inde-
pendent smallholder producers (30% of the total producers in Colombia) in
the departments of Magdalena, Meta, Bolivar, Norte de Santander,
Santander, Cesar and Narifio. This group of small and medium-size farmers
manages 149,235 hectares and produce about 752,144 tons/year, corre-
sponding to 48.2% of national production in 2020. According to the Sustain-
ability Index, the average progress rate in the implementation of sustaina-
bility practices is 49.3%. This figure indicates that significant advances have
been in terms of sustainability, yet there are still considerable to achieve full
adoption of the criteriaas defined by this index.

Although the Netherlands continues to be the main export destination for oil
palm agribusiness in Colombia, the export volume in 2020 decreased by 21%
compared to the previous year, from 267,000 to 212,000 tons of crude palm
oil. Asa consequence, the percentage of purchased oil that has some kind of
sustainability certification rose from 89% in 2019 to 98% in 2020. This trend
reflects the consolidation on the demand side to only purchase from sustain-
able sources, reachinga percentage now close to 100%.

Similarly, Germany’s demand for palm oil from Colombia decreased from
54,000 tons in 2019 to 21,600 tons in 2020, a reduction of almost 60%.
According to consultations with ISCC-certified companies in particular, this
trend flags that restrictions on palm oil in biodiesel blends are becoming
more important than the attractiveness of the added value generated by
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sustainable certified production. As a result of this drop in imports, and
according to our own estimates, the share of certified sustainable palm oil of
Colombian origin purchased in Germany increased to 77%, compared to
51%in2019.

The average national yield of crude palm oil in 2020 was 3.3 tons/ha, showing
a positive variation of 3.7% compared to 2019 (3.1 tons/ha), and providing
encouraging outcomes of the implementation of good agricultural prac-
tices, promoted by the sector organization Fedepalma, its members and
Voluntary Sustainability Standards. On the medium term, this higher produc-
tivity helps to achieve the desired intensification of the area used within its
agricultural frontier. The year 2020 was characterized by better income for
Colombian palm oil growers due to the recovery of international palm oil
prices in the second half of the year and a favorable exchange rate for
exports, together with the greater sales of palm oil in the local market. (Fede-
palma,2021)’

Despite the restrictions generated by the Covid-19 pandemic, the palm
sector was able to continue its production during the lockdowns in
Colombia. The low level of COVID cases in the palm municipalities and the
strict biosecurity measures, in accordance with the recommendations of the
national government, adopted by producers and processing mills, allowed
the productionand processing to continue.

The main trends identified in 2020 for the production and trade of sustain- ~ 'http:/web.fedepalma.

L . o . N L org/Fedepalma_y_sector_
able palm oil in Colombiaare:i) increased certified volume, i) higheraverage i cr0 de santander

income for palm growers, iii) increase in sales in the domestic market while ~ donan_insumos_y_

R . . elementos_de_bioseguri-
adjusting export volumes and iv) lower exports to Europe with a gradual | /" =70 70

phase-out of conventional palm oil, ina context of high international prices. region_

28% 100%

of the total volume produced in 2020 is certified

49%*
average

of the total volume produced in 2020 have an avarege

adoption level of of sustainable practices of 49%

measured according to the Sustainability Index.

of the total volume produced in 2020 is pending
mapping to determine the level of adoption of
sustainable practices.

*According to the Sustainability Index.

Source: Solidaridad and Cenipalma (2021)
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GLOBAL TRENDS IN SUSTAINABLE
PALM OIL PRODUCTION

Latin America continuesto growamidaslight
contractionin Southeast Asia.

By 2020, global palm oil production was projected to exceed 2019 produc-
tion,as both Indonesia and Malaysia, the two largest producers (about 84%),
showed early signs of production growth. However, contrary to the fore-
casts, total production registered a drop of 3.6%, mainly due to the
prolonged drought, especially in Indonesia, labor shortages due to the
mobility restrictions generated by the Covid-19 pandemic, as well as the lack
of fertilizer applicationamong small farmers (MPOC, 2021).

Contrary to the trend in Asia, palm oil production in Latin America grew by
about 1.9% compared to 2019, totalling a volume close to 4,993,000 tons?,
representing 6.3% of world palm oil production. This increase was mainly
due to favorable agroclimatic variables, increased planted area and better
agronomic management of oil palm crops at the regional level.

2Statistical Yearbook

2020, Femexpalma. http;// It is evident that, in 2020, Latin America countries, where production is led
femexpalma.com.mx/femex- mainly by Colombia and Guatemala, established themselves as the second

palma.ftp/anuario_estadis-
tico_2020.pdf

Peru
Mexico
CostaRica
Ecuador
Brazil
Honduras
Guatemala

Colombia

largest palm oil producing region in the world after Asia.
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Estimates indicate that 20% of world palm oil production in 2020 was
produced and certified according to a voluntary sustainability standard,
predominantly RSPO, ISCC and Rainforest Alliance, schemes that have
greater recognition in the international market®. It is worth noting that the
RSPO standard is the main and best-known certification scheme world-
wide for the palm sector, currently representing 19.1% of world produc-
tion. Thetrendinrecent years shows anincrease in the demand for sustain-
able certified oil (CSPO), mainly due to the purchasing policies of
importing countries (in particular, member of the European Union) and
sustainability/NDPE commitments by multinationals.

Latin America is increasingly becoming a better positioned region in the
production of sustainable palm oil, achieving the milestone of 1 million
tons certified under the RSPO standard (22%), out of a total of around
4.5 million tons. Colombia contributes 44% to the total certified produc-
tionintheregion.

RSPO CERTIFIED SUSTAINABLE
PALM OIL PRODUCTION IN LATIN
AMERICA

1

million tons
(Latin America)
RSPO certified
production

384.000

tons

Colombia
contributes 38% to
the total RSPO
certified production

inthe region
4,5

million tons
Total production in
Latin America

*Own estimate based on
voluntary sustainability stand-
ardsimpact reports.
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4ISCCwill publishits 2020
reportatthe endof 2021,
sothe growth assumptionis
equal tothat of Colombiain
terms of certified hectares.

GLOBAL IMPACT OF VOLUNTARY
SUSTAINABILITY STANDARDS

Focus onsmall producers begins to bear fruit

In 2020, RSPO started implementation of the “Independent Smallholder”
standard. In its first year, about 160,000 smallholder producers (less than 50
hectaresin production area) with 442,749 hectares became certified around
the world, demonstrating the inclusion and support of small-scale palm
growers, who represent about 40% of the total area of oil palm plantations
globally (RSPO, 2021).

In Colombia, five groups of small independent producers initiated the RSPO
independent smallholder standard certification process in 2020, through
the support of processing mills and/or the RSPO Smallholder Support Fund.
These groups are located in the departments of Santander, Bolivar, Magda-
lena, Narifio; and it is estimated that at least one of the groups will actually
obtain the IS-RSPO certificate in 2021.

According to the representatives contacted for this analysis, the main diffi-
culties within the certification process are the legal model for the formation
of the group, the limited training opportunities for producers, and the
absence of a qualified workforce to support the process. In addition, there
are challenges around the low implementation level of social and environ-
mental practices by smallholder producers given their limited resources,
both in terms of financial and technical capacity.

Furthermore, in 2020, it is estimated that ISCC-certified production
worldwide totals 2,881,173 hectares of oil palm (including the 1% growth
in Colombia)* and whose production is mainly destined for the produc-
tion of biofuels.

IMPACT OF THE COVID-19
PANDEMIC ON THE PALM SECTOR

Continued production with logistical challenges

The pandemic has directly affected multiple agricultural value chains as a
result of strong mobility restrictions imposed by the national and local
governments with the aim of curbinginfection rates. Despite the restrictions
generated by the Covid-19 pandemic, the palm sector was able to continue
its production and processing activities during the lockdowns in Colombia.
The low level of COVID cases in the oil palm municipalities and the strict bios-
ecurity measures, in accordance with the recommendations of the national
government, adopted by producers and processing mills, allowed the
production and processing to continue. In Colombia, the most affected palm
areas were Narifio, Bolivar, Magdalenaand Cesar.
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The main restriction during the pandemic for the palm oil value chain was
the transport of agricultural inputs, such as fertilizers and pesticides that
are generally imported into Colombia. On the positive side, the pandemic
generated greater responsibility on the part of workers regarding their use
of personal protection equipment and their hygiene habits in the work
environment, according to representatives of the palm oil production
cluster consulted.

With regard to voluntary sustainability standards, RSPO and ISCC, imple-
mented temporary strategies to continue monitoring during the restrictions
caused due to the pandemic in 2020. For example, in August 2020, the RSPO
Secretariat published a contingency audit procedure that is applicable in
force majeure situations such as pandemics, natural disasters, civil unrest,
etc., segmenting the indicators for virtual, face-to-face and mixed review
processes’. Meanwhile, ISCC suggested the option of deciding with the palm
companies whether audits would be carried out virtually or in person®.

ANALYSIS OF THE INTERNATIONAL PALM OIL PRICE

The year 2020 was characterized by historic levels (910.64 USD in December
2020) in the international price of palm oil. This upward trend was driven by
strongimport demand, especially from Chinaand India,and reduced produc-
tioninthe major producer countries, Malaysiaand Indonesia. (ANIME, 2021).

The pandemic also had an impact on price increases due to the persistent
uncertainty about the magnitude and duration of the containment measures
and restrictions required to combat the contagion. At the same time that
measures were relaxed, the food industry strengthened demand, seeking to
supply itself to replenish stocks.

This upward price trend was further fueled by Indonesia’s plans to increase its
domestic consumption through the B30 biodiesel blending program, which
implies lower surpluses for export, and the world market could see a shortage
of palm oilavailable for traditional industry. At the same time, demand for palm
oilis expected to increase from major consumer countries such as India, China,
Pakistan, Africaand, toalesser extent, Europe (Anime, 2021).

PALM OIL CONTEXT IN COLOMBIA

Productivity drives sales and sustains volume
growth with sustainability certifications

Crude palm oil production grew by 2% compared to 2019 totalling 1,559,011 . /i ouid1o-up
tons over the year. The production of palm kernel oil recorded 288,314 tons,  dates
a decrease of 5.7%, (17,307 tons), compared to the 305,622 reported in  ‘https/www.iscc-system.org

2019, mainly due to greater processing of the fruit of hybrid OxG cultivars, resDondénfgo’thz{ofona“’
. . . rus-covida- 1 y-pandemic
whichare resistant to bud rot disease (Fedepalma, 2021).
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The average national yield of crude palm oil in 2020 was 3.3 tons/ha, showing
a positive variation of 3.7% compared to 2019 (3.1 tons/ha), and providing
encouraging outcomes of the implementation of good agricultural prac-
tices, promoted by the sector organization Fedepalma and Voluntary
Sustainability Standards. On the medium term, this higher productivity helps
toachieve the intensification of the area used within its agricultural frontier.

Although the local market’s demand for palm oil decreased in April and May
2020 due to national restrictions arising from the Covid-19 pandemic, sales
of Colombian palm oil reached by the end of the year around 810,000 tons, a
positive variation of 3% compared to the previous year. As a result of
previous development, 52% of Colombian production in 2020 was sold in
the national market, and 48% was exported to international market.

This trend towards more domestic can be explained due to the relative
weight of taxes on the price of exported palm oil and unfavorable logistic
conditions in the form of prices that increased significantly as a result of the
sanitary restrictions and the global maritime transport crisis. Furthermore,
despite the increases in international prices, the performance of sustaina-
bility accreditation premiums in the export market remained stable. Previ-
oysly mentioned conditions incentivized selling in the local market, resulting
in higher sales within the domestic market of Colombia between April and
December 2020.

It is important to note that palm and palm kernel oil exports represented
around USD 515 million (Redagricola, 2021) ranking as Colombia’s fourth
largest agricultural export product after coffee USD 2.6347 billion, flowers
USD 1.3975 billion and bananas USD 916.2 million (Mincit, 2021).

EVOLUTION OF PARTICIPATION BY MARKET SEGMENT

’ 3 43 41 42 66 63 53 50 41 35 30 28 27
Percentage
g. g

(%)

Local sales 2020 -

Export sales 2020

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC
Source: Fedepalma, 2021
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The value of production presented a positive pricing variation of 32%in local
currency (COP), reaching 4.1 trillion pesos, due to the favorable exchange
rate (12% devaluation of the peso against the dollar, from COP3,281 to COP
3,693) and international prices (the price of foreign crude palm oil presented
an increase of 51%). The national price of palm oil presented an increase of
20%, reaching 2.6 million pesos per ton.

The recovery of international palm oil prices in the second half of the year,
together with the value of the dollar, and higher volumes of palm oil sold in
the local market, resulted in higher income for Colombian palm growers in
2020. (Fedepalma,2021)’

ANALYSIS OF THE DOMESTIC
PRODUCTION OF SUSTAINABLE
PALM OIL

In 2020, Colombian palm oil produced with Voluntary Sustainability Stand-
ards certification increased by 1% compared to the previous year, reaching
28% of total production, or 439,250 tons.

The increase of just 1% is due to the fact that, although the Colombian palm
sector maintained its productive activity despite the restrictions caused by
the Covid-19 pandemic in 2020, certification audits at mill and farm level
were seriously affected, showing a 90% drop in the audits carried out
compared to theratein previous years.

For about 8 months there were no follow-up visits or new audits, while the
internationally endorsed certification bodies sought solutions to adapt to
the new situation, with virtual predominance. Asaresult, a limited number of
new hectares were certified in Colombia over 2020.

Rainforest Alliance certification remains stable in terms of the number of
companies and certified volume, which confirms that this accreditation
corresponds to a limited market niche. Meanwhile, ISCC and RSPO certifica-
tion showed sustained growth of 19% and 25% respectively in Colombia,
compared to the volume produced in the previous year. This increase corre-
sponds to the addition of one palm company to the RSPO standard and ~ 'httpi//webfedepaima.

. . org/Fedepalma_y_sector_
another to the ISCC standard, and to the higher production volumes . ihero de Santander
reported by already certified companies as a result of increased productivity =~ donan_insumos_y_

heir plantati elementos_de_bioseguri-
ontheir plantations. dad_a_hospitales_de_la_
regiéon_
It should be noted that, in 2020,among the main global palm oil producers, it ¢ i ciones propias
is estimated that Indonesia produced 19% and Malaysia 23% of their total ~ basadasen datos de produc-
production according to these voluntary sustainability standards®. With 28% ~ ¢/9"d¢UsDA Indextundi

) ) ) y datos de volimenes certi-

of the total produced as sustainable certified tons of palm oil (CSPO),  ficadosreportadosenlos
Colombia is global leader when ranking according to the portion of the — nformesdeimpactodelos

. . . . principales estandares volun-
sustainable volume in the overall national production. tarios de sostenibilidad.
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TOTAL VOLUME OF SUSTAINABLE CERTIFIED TONS (CSPO)
2014-2020
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The total produced CSPO represents a certified area of 158,043 hectares,
32% of the total planted area in Colombia in 2020. Contrary to the previous
year, RSPO reported the highest growth in certified hectares due to the addi-
tion of a new certified company, increasing the total amount to 95,312
hectares, or 19% of the planted area in the country. ISCC, for its part, repre-
sented 16% of the total hectares of oil palm production in Colombia, with a
certified area of 79,740 hectares.
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Total Rainforest Alliance  3.867 5.332 12.757 16.148 16.192 16.461 16.461
Total*/% 1% 1% 3% 4% 4% 4% 4%
Total ISCC _ _ _ 17.965 44,783 78.497 79.740
Total*/% 4% 10% 16% 16%
Total RSPO 8.448 17.391 46.368 70.819 63.903 86.779 95.312
Total*/% 2% 5% 12% 16% 15% 18% 19%
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MAIN SECTOR EFFORTS TO PROMOTE SUSTAINABLE
PALM OIL PRODUCTION IN COLOMBIA

Colombian Sustainable Palm Oil Program (APS.CO)

Since 2019, Fedepalma has led the National
Sustainable Palm Oil Program (APSCO) with the
purpose of accelerating and scaling the efforts of
its members to adopt more social and environ-
mental practices across the supply chain.

Progress to date has been framed within the
strategy’s four key objectives: i. Promoting the
adoption of best sustainability practices, and
providing guidance on closing gaps; ii. Achieving
recognition of the progress made by producers
in the adoption of better practices, including
new instruments and alternatives to traditional
certification schemes; iii. promoting the
procurement, consumption and positioning of
Colombian sustainable palm oil both domesti-
cally and internationally; and iv. encouraging the
various public and private stakeholders to adopt
sectoral policy frameworks consistent with the
vision of sustainable palm growing, and which

supports producers and supply chain players in
their efforts®.

In 2020 Fedepalma started using the Sustaina-
bility Index, a locally designed framework of good
practices organized under 3 axes and 10 princi-
ples, and powered by Solidaridad developed
digital app called Extension Solution. Calculating
the percentage of progress in the implementa-
tion of the Sustainability Index has enabled the
monitoring of palm oil that is being produced
according to good practices, but which does not
yet have voluntary sustainability standards certifi-
cation (RSPO, ISCC, Rainforest). At the same time,
ithasaccelerated and scaled the efforts to closing
gaps by providing immediate feedback to
producers regarding their farm performance and
tailored technical assistance to the individual situ-
ation of the producer.

Mutual agreement towards zero deforestationin the palm oil

chain

In November 2017, Colombia signed the “Mutual
agreement towards Zero Deforestation in the
Palm Oil Supply Chain in Colombia”. After three
years of implementation there is a strong
commitment of the signatories to ensuring that
the palm oil supply chain in Colombia is deforest-
ation free, while promoting the conservation of
strategic ecosystems and the reforestation of
affectedareas. Nevertheless, there are challenges
within the current implementation that need
solutions for the near future.

Between 2017-2020, the number of signatories
increased from 39 to 60 organizations, grouped
into the following categories: 39 agro-industrial
companies that grow oil palm, three wholesale
and industrial companies and buyers, four
national government entities, two sectoral organ-
izations, two supermarket chains, six civil society
organizations,and four international observers.

°Palmas Magazine. Bogotd (Colombia) vol. 40 (2) 161- 165, April - June 2019

Within the first three years of implementation, 22
member companies carried out their self-analysis
processes with the support of multi-stakeholder
advisory panels, covering a total area of 140,295
hectares of oil palm within 45 municipalities in
Colombia. This area will be compared against the
deforestation hotspots identified in the baseline
established by IDEAM, the institute that is part of
the Colombian Ministry of Environment and
Sustainable Development, which oversees the
satellite monitoring of the palm oil chain Zero
Deforestation Agreement.
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Deforestation in- and outside palm oil plantations in Colombia
2011-2017 (before the signing of the Zero-Deforestation
Agremeent). Source: IDEAM

Northern
Palm Zone

Caribbean Region Magdaje_m: Medio Regior: central
Palm Zone

Catatumbo Region

Total Area
deforested outside Palm lot
lots the lot

2.447 ha 1.945 ha 496 ha

1,5% 1,21% deforeated

lots

2.831 ha

Southwestern e
Palm Zone Eastern
Pacific Region Palm Zone
G Eastern Orinoquia Region

Zone

Total Area
Palm lot

87 ha

deforested outside
lots the lot

Area
outside Palm lot
the lot

3.934 ha 1.058 ha

Total
deforested
lots

4.951 ha

4.127 ha sl

14.3% 14% 03%
2,24% 1,7% 04%

In Colombia, the oil palm agribusiness has not been a significant direct driver of deforestation
for the period of analysis 2011-2017. This means that Colombian palm oil has the given

conditions to become zero deforestation in the short term, as progress is made with the
provisions set forth in the Agreement.
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Regarding the number of certified companies, the figure remains relatively
constant for all voluntary sustainability standards with representation in
Colombia, which is mainly explained by the pandemic-related contingency
that delayed the audit processes in 2020.

[ Total RSPO
B otaliscc
. Total Rainforest Alliance

Certified Companies

In 2020, the northern zone consolidated its leading position in terms of certi-
fied volumes, with 10 companies representing 52% of the country’s certified
tons and 41% of the certified area. This high participation is influenced by the
geographiclocation (close to the ports of Cartagenaand Santa Marta), leading
to greater exposure to the international market and its export requirements.

The eastern zone, for its part, is the second most represented region, with
45% of the certified area of and 42% of the national sustainable volume,
produced by 10 companies. The central and southwestern areas maintain
their participation in the country’s sustainable production, with sufficient
growth potential when successfully addressing the challenges around the
inclusion of smaller-scale producers.

NORTH ZONE

Certified Area41%
Certified Volume 52,1%

1. ACEITES SA (RSPO-ISCC)

. CITEQUENDAMAS.AS. (DAABON GROUP)
(RSPO - RAS - ORGANIC - FAIRTRADE)

. EXTRACTORAELROBLES.AS. (RSPO-1SCC)
. EXTRACTORA FRUPALMAS.A. (ISCC)

. EXTRACTORA SICARARE S.AS. (RSPO)

. OLEOFLORESS.AS. (RSPO-I1SCC)

. PALMACEITES.ASS. (RSPO-1SCC)

. OLEOFLORESS.AS. (RSPO-1SCC)

. PALMERAS DE LACOSTASAS.
(RSPO-ISCC-RAS)

10. BIOPLANTA PALMERA PARA EL

DESARROLLO S.A (ISCC)

N

O 0O NSO U AW

CENTRAL ZONE

Certified Area 13%
Certified Volume 4%

1. EXTRACTORA CENTRAL (ISCC)
2. EXTRACTORAMONTERREY (ISCC)

3. PALMAY TRABAJO (DAABON GROUP)
(RSPO - ORGANIC - FAIRTRADE)

4. PALMAS DEL CESARS.A. (RSPO)

EASTERN ZONE
Certified Area 45%
Certified Volume 41.9%

. ACEITES CIMARRONES SAS. (RSPO-ISCC)

ACEITES MANUELITAS.A. (RSPO -1SCC)

AGROPECUARIA SANTAMARIAS.A. (RSPO
-1SCC)

ALIANZA ORIENTAL S.A. (RSPO)
ENTREPALMAS S.ASS. (RSPO - ISCC)

EXTRACTORA SURDEL CASANARES.AS.
(RSPO-1SCC)

GUAICARAMO S.AS. (ISCC)
HACIENDA LA CABANA S A. (RSPO)

OLEOGINOSAS SAN MARCOS S.A. (RSPO -
1SCC)

10. POLIGROW COLOMBIA LTDA (RAS)

SOUTHWEST ZONE

Certified Area 1%
Certified Volume 2%

1. PALMEIRAS COLOMBIA (ISCC)




SUSTAINABLE PALM OIL TRADE

During 2020, Colombia exported 750,800 tons of crude palm oil and its
derivatives (i.e RBD, fractions and hydrogenated palm oil), the equivalent of
48% of national production. Compared to 2019, export volumes represent a
decrease of around 22,000 tons.

This export reduction marks a new trend in the Colombian palm oil market.
The domestic market has been attractive for Colombian producers due to
the methodology for calculating the national sales price, which takes the
Bursa Malaysia price as a base in month 3, without the high export taxes
charged by Indonesia and Malaysia; versus the calculation of the export price
based on CIF Rotterdam, which does include these taxes. This national price
is competitive and therefore increases demand within the domestic market.
As a result of the Price Stabilization Fund methodology (FEP Palmero)
favorable conditions have been generated for selling in the local market as
producers who sell to the export market must pay tax fee and producers who
sell onthe domestic market receive compensation (Fedepalma, 2021).

Sales in the domestic market demonstrate the increase in uptake by the
biodiesel industries (28%), oil and fat processing industries (23%) and
manufacturers of balanced feed (3%) in particular. Over the last 3 years,
domestic sales has increased by 4%, while exports have decreased. Of this
volume sold within Colombia, it is estimated that only 5% has a sustaina-
bility certification (CSPO).

Export sales totalled 624,000 tons of crude palm oil, for which the destina-
tion is predominantly the EU, followed by Brazil and Mexico. According to
the Dutch Oil and Fat Industry (MVO), and the information provided by
Fedepalma, it is estimated that around 435,200 tons were absorbed by the
European market.

Foreign sales from Colombia to Europe are also indicating a new tendency:
compared to 2019, there has been a sharp decrease of 17% after steady
growth rates in previous years. This in contrast with European imports from
Southeast Asia, Honduras and Guatemala, which remained constant or have
increased over 2020.
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(x 1,000 kg)

2020

Other countries 232.302 (x 1,000 kg)

Honduras 392.762 (x 1,000 kg)

Guatemala 430.722 (x 1,000 kg)

IMPORTS FROM COUNTRIES OUTSIDE THE EU-27 Colombia 429.648 (x1,000kg)
All EU-27 Member States - Palm oil Papua New Guinea 451.117 (x 1,000 kg)

Malaysia 1.797.281 (x 1,000 kg)

Indonesia 3.380.038 (x 1,000 kg)
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According to the participating companies, this develop-

ment is due primarily to the gradual elimination of crude

palm oil without sustainable certification, but also can be ORGANIC
attributed to the European Union’s restrictive measures 22
banning the use of palm oil as a raw material in biodiesel gf/'(\)

blends, which discourages imports. Consequenlty, the
export volumes towards Europe are now close to
achieving 100% certified sustainable palm oil (CSPO). 435.200 TM

IMPORTS EUROPE

Looking more closely to the participation of voluntary
sustainability standards in sales to European countries,
RSPO continues to dominate, which representing 53% of
exported volumes, followed by ISCC with a 29% market
share,and Rainforest Alliance and Organic, which account
foraround 14% combined.

Although the Netherlands continues to be the main export destination for
oil palm agribusiness in Colombia, the volume traded bilaterally in 2020
decreased by 21% compared to the previous year: from 267,000 to
212,000 tons of crude palm oil (CPO). In consequence, the percentage of
purchased oil that has a VSS certification rose from 89% in 2019 to 98%in
2020. This development reconfirms the materialization of commitments
to purchase from sustainable sources that is close to 100%, displacing the
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consumption of conventional palm oil with certified volumes, and also
responding to the joint declaration signed in 2018 between MVO, Fede-
palma and Solidaridad to increase trade in sustainable palm oil between
Colombiaand the Netherlands.

Similarly, Germany’s demand for palm oil from Colombia decreased from
54,000 tons in 2019 to 21,600 tons in 2020, a reduction of almost 60%.
According to consultations with ISCC-certified companies in particular, this
highlights that the restrictions on palm oil in biodiesel blends are greater
than the attractiveness of the added value generated by certified sustainable
palm oil (CSPO) . According to our own estimates, the share of certified
sustainable palm oil of Colombian origin purchased in Germany also
increased to 77%, compared to 51%in 2019.

CONVENTIONAL
ORGANIC 2%
5%

CONVEN-
TIONAL
23%

‘
N 4 ORGANIC

4%

IMPORTS

212.165TM

2020

IMPORTS

21.665TM

2020

The decreasing exports to the Netherlands and Germany was partially offset
by the higher volume of Colombian palm oil marketed in Italy and Spain. Sales
to Italy marked a total of 80,800 tons, explained in partially by the demand for
raw materials for the traditional food industry. According to our own esti-
mates, around 53% of this volume was marketed as RSPO-certified palm oil
and 33% as ISCC certified. In the case of Spain, purchases remained stable at
around 120,000 tons. It is estimated that around 59% of this volume, is certi-
fied according to some kind of voluntary sustainability standard.
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THE WAY FORWARD WITHIN THE
SUSTAINABLE TRANSFORMATION
OF THE PALM OIL SECTORIN
COLOMBIA

Within its journey to become the preferred origin of sustainably produced
and deforestation-free palm oil, Colombia will need to step up efforts in
the following areas:

™.
1. - -

SMALLHOLDER PRODUCER
INCLUSION

Smallholder growers have the biggest gap to overcome to remain competi-
tive and adopt a sustainable production model. Although 28% of Colombia’s
palm oil production has some kind of certification, only 6% corresponds to
small producers.

The measurement of the Sustainability Index led by Cenipalma has allowed
us to monitor progress in the adoption of sustainable practices by 1944
producers in the departments of Magdalena, Meta, Bolivar, Norte de
Santander, Santander, Cesar and Narifio.

This group represents 30% of the total population in Colombia and manages
149,235 hectares and produces 752,144 tons/year. This volume equals
48.2% of national production in 2020. According to the Sustainability Index,
the average progress rate in the implementation of sustainability practices is
49.3%. This figure indicates that significant advances have been in terms of
sustainability, yet there are still considerable to achieve full adoption of the
criteria as defined by this index. Preliminary results highlight that major
efforts are required towards the implementation of occupational health and
safety measures, the formalization of labor contracts at farms of smallholder
producers, the management of hazardous waste, and the implementation of
landscape management.

The formalization of labor contracts presents challenges due to the
mismatch between national labor legislation and the economic and technical
conditions of agricultural sector. Key factors include the difference in
working hours, working days and payments according to the seasonal
demands of production, and family work.
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The sector organization Fedepalma currently addresses management issues
with the Colombian government to ensure that labour legislation takes into
consideration the particular conditions of the agriculture sector with
regarding workers. There are promising advances to enable better condi-
tions for the formal hiring of farmworkers, with better guarantees of their
labour rights. At the same time, different sector stakeholder within the
sector support smallholder producers by raising awarenes of the impor-
tance to provide decent working conditions in line with Voluntary Sustaina-
bility Standards and (inter-)national requirements.

— i 1

CSPO GROWTH IN THE
LATIN AMERICAN AND US
MARKET

Europe is the main destination for sales of Colombian certified palm oil
(CSPO), due to good access to this international market, and the recognition
of market premiums generated by sales of palm oil with voluntary sustainability
standards certification.

However, the decrease in demand from European countries in 2020 is
evident, in particular for palm oil destined for use in biofuels. Today, 96% of
Colombian palm oil with sustainable certification is sold in Europe. In turn,
90% of totalimports of palm oil to the European market is CSPO.

This is a milestone that reflects the progress made by the palm industry over
the last decade but, it also indicates that there is little room for growth for
more CSPO imports. Therefore, it is crucial to strengthen the demand for
CSPO in other nearby markets, such as Brazil, Mexico and the United States,
in order to absorb the future supply of CSPO produced in Colombia, mostly
by smallholder producers.

Inaddition, considering that 52% of national production supplies the Colom-
bian domestic market, and given the recent interest of national manufac-
turing companies in achieving a sustainable supply of palm oil within their
value chains, aslight, but constant increase in demand for certified palm oil is
expected within the domestic market in the coming years.
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\/
3.

BETTER-INFORMED
CONSUMERS

There isaneed to increase the end consumer’s recognition of products that
contain sustainable palm oil. Strengthening market absorption with recogni-
tion of certified palm oil is key to guaranteeing the economic viability of the
efforts made by palm growers on the other end of the supply chain.

The growing trend in the European market to promote food products
without palm oil directly affects the sustainable sector transformation of the
palm sector in Colombia,and in particular will hit smallholder producers who
are on the way to full compliance with voluntary sustainability standards. A
possible reduction in European demand for sustainable palm oil gives a
mixed signal to CSPO producers and destroys the social and environmental
value built by actors within the transformation of the sector. More inde-
pendent, fact-checked information for consumers regarding the zero-de-
forestation condition of palm oil produced in Colombiaand the social impact
of the sector on smallholders and their communities, is crucial to avoid
potential deceleration towards the goal of 75% sustainable production.
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