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Casino Group is a Frenctulti-banner food retailerwith a controlling share

in Grupo Pao de Aclcar (GP#) Brazil This report analyse&P A’ s
deforestation risk exposure based beefsamples collected through store
visits. Chain Reaction Research (CRR) visited 5G@eAnarkets in five
Brazilian cities and inspected 500 randomly selected beef products. Data

from the product

labels establishes supply chain

links between

supermarkets and slaughterhouses located in the Legal Amazon.

Key Findings:

T In 2017, GPA was the second largest retail company in Brazil with a 13.7

percent market share. GP A’ s

procur ement and di

high stock capacities and allow for high volume purchases from distant

sources.

 GPA may be exposed to deforestation and other sustainability risks

within its beef supply chain. GP A’ s

Beef Purchase Pol i

specific timeline and has not been updated since March 2016, despite the
company having announced a revidw January 2018. The most recent
progress report was publiskdén July 2017.

9 Thirty percent of the 500 sampled beef products originated from 23
slaughterhouses in the Legal Amazon. Of these 152 products, 30 originated
from five highrisk slaughterhouses, all of which are owned by JBS and

Marfrig Global Foods.

 GPA and Casino Group may both be exposed to reputational risks
resulting from peer comparison studies. Twentyfive of the sampled beef
products are linked to very high and higbk JBS plants, compared to 16 for

Cencosudhnd 7 forCarrefour

9 Reputational impacts may result in a GPA market capitalization loss of
between 7 and 18 percent. This translates to a market capitalization loss of
between 3 and 7 percent for Casino Group and between 18 and 46 percent

for Rallye Casino

Gr ou p. Its borthglders and yloano wn e r

providers include HSBC, Santander, Deutsche Bank, UBEN&hé&aribas,
which have deforestatiomelated cattle policies.
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Grupo Pao de Acucar: Casino Group’s Brazilian subsidiary has a 14 percent
market share

Casino Group is a French multi-banner food retailer, with a majority of voting shares held by the French

Rallye Group. Casino Group has more thd2,000 storesn France, Latin Americand the Indian Ocean

region. In 1992, Casino merged wRallye Groupln 1999, Casino invested in two retail companies in

Souh America: Grupo Exito, in Colombia, and the Companhia Brasileira de Distribuico, in Brazil,
operating as Grupo P&o de Acgucar (GPA). In 2012, Casino took effective co@®ldf s o pner at i on

Brazil and combined al/l the Latin America operat
revenues were USD 43.2 billion, and the Latin America segment accounted for 4@=@itpéBource:
Bl oomberg) . For the same year, 73.3 percent of Ca

GPAIn Brazil,and 26.7 percent from Grupo Exito in Colombia, Argentina and Uruguay. Despite Casino
Group’'s 41.4 percent stake in GPA, Casino has 99. ¢
2019. The difference is due to the typesifares held

Figure 1: Casino in Brazil: GPA shareholders
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In 2017, GPA was the second largest retail company in Brazil with a 13.7 percent market share. The top
five retailers represenB9.7 percent of the national markshare. GPA operates through three different
subsidiaries:

1 Multivarejo--supermarkets, hypenarkets, neighborhood markets, fuel stations, and drugstores;

1 Assati-cash & carry;

1 Via Varejo- home appliance stores.

GPA’ s st orcash & atryehygpermarkets, supermarkets, and neighborhood markptesent
94.5 percentof Assai and Multivarejo saldglultivarejo and Assai operate under six different banners:
Assai, Extra, Pao de Acucar, Mini Extra, Mercado Extra, and Minuto Pao de Acucar (see Figure 2)
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https://www.groupe-casino.fr/en/group/key-figures/
https://www.histoire.groupe-casino.fr/en/1992/11/09/merger-with-the-rallye-group-owned-by-jean-charles-naouri/
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Figure 2: GPA banners, store categories, number of stores, and sales

Banner Category Stores Sales
(in percentage)
Assai Cash & Carry 144
Hypermarket 112
Extra
Supermarket 173
94.5
Pao de Acucar Supermarket 186
Mini Extra & Mercado Extra ] 183
) ~ i Neighborhood market
Minuto P&o de Acucar 82
Extra & P&o de Acucar Drugstores 123 -
Extra, Pao de Aclcar &gai Fuel stations 70 '
Total 1073 100

*Excluding norFfood operations under Via Varegobsidiary with 1.034 stores of Ponto Fand Casas Bahia banners.

SourceGPA Institutional presentation Nov/201I8umber of stores per banner may vary according to different sources.

Multivarejo and Assai operate a total of 1,073 stores in 156 cities, located in 19 of the 27 Brazilian states
(including the Federal District). Only 15 of these stores are in the Legal Amazon region: two are in

Amazonas, three in Para, two in Tocantins, and eight in Mato Grosso. The Southeast region concentrates

877 and the Northeast 12Mlultivarejo and Assdatores. These regions represedif.1 percent and 18.3

percent of Multivarejo and Assai sakespectively(see Figure 3).

GPA’s procurement and distribution are organized through 23 distribution centers. These distribution
centersrepresent 75 percent of the direct distribution of products to their storksDecember 2017, a

fire event

distribution centers indicate high stock capacity and the possibility of purchasing high volumes of products

from distant sources.
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Figure 3: Multivarejo and Assaitores locations per state and Brazilian regions share on sales
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*Excluding norfood operations under Via Varejo subsidiary, with 1,034 stores of Ponto Frio and Casas Bahia banners. The number of stores
SourceGPA Institutional presentation Nov/201I8umber of stores per banner may vary according to different sources.

GPA’s beef purchases may expose company to deforestation risks

GPA may be exposed to deforestation and other sustainability risks within its supply chain. GPA
recognizeshat it cannot guarantee the sustainabilityoréed i ty of i ts suppliers’
therefore, carries deforestation and other sustainability ridkge company admits that its suppliers could

face concerns oveémworking conditions or sustainabilityMoreover, if a significant numbef its suppliers
contend with these issues, GPA may incur reputational damage. Consequently, negative consumer
perceptions could have direct impacts on net income and operation income, as well as share price value.

Sustainability risks may materialize along the beef supply chain, as the product has a high risk of
exposure to deforestation. Cattle ranching is a major driver of deforestatiand beef prodats may be
directly or indirectly sourced from farms that have seen recent deforestation. Beef production in Brazil is
one of theleading causes of defestation in the Brazilian Amazon. Together, lamse change and
agriculture account for 3 percent of Brazi's greenhouse gas (GHG) emisdioe€errado, a large tropical
savanna biome that covers more than 20 percent of Brazil, has also seen high rates of deforestation since
2000.

Being the second largest food retailer in Brazil, GPA is also one of the largest buyers of Brazilian beef
products and may be exposed to significant deforestation risks in the Amazon and the Cerrado.
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Meatpackers and supermarkets agree to address deforestation in the Amazon

Seventy-five companies that operate slaughterhouses in the Amazon have signed a “Termo de
Ajustamento de Conduta” (TAC), a legally binding agreement with the Federal Public Ministry (MPF) to

combat deforestation. WWhen signing a TAC, companies axpected to not purchase cattle linked to slave

labour or from areas deforested peg009 in the Amazon. They also agreeatmid buyingfrom areas

that do notfollow federalenvironmental regulationsTACs do not apply to the Cerrado biome. After audits

in 2016, theMPF did not sanction irreqularities at slaughterhoysax civil society organizations started

to realize that the TAC is a legastrument with limited impact to combat deforestation in the Amazon.

For these civil society organizations, it appears that the effect of the TA&liisal since irregularities
avoided by a TAC signat orsignatory@hpanybe “transferred”

After pressure from the MBRhe Brazilian Association of Supermark@8RAS) signed a TAC in 2013 to

improve sustainability in itsupply chains The TAC signed by ABRAS aims at guaranteeing that their
associates’ supply c Hhaidn mé@mazan.erhinTAC and divihsookety campaignse f o r
such ag h €arrle ao Molho Madeita by Gr eenpeace, pr es sastabbsdthdirood r e
own sustainability policies for beef purchasing and to act more effectively in implementing them. One of

these actions includes the implementation of monitoring systdorsthe traceability of direct beef

suppliers. The traceability of @ict suppliers may not address the full problem, however. Cattle typically

move across various farms in their lifetime, including properties that may have seen deforestation.

GPA has a beef purchase policy, but implementation is lacking

GPA adopted a Social and Environmental Beef Purchase Policy in March 2016. The policy presents
directives, g tatldeorestaiondthetAmmazgneBiorae while reCognizing the complexity

of the cattle and beef chains in Brazil and its possible related social and environmental impads.t h t hi s
policy, GPA and its brands committed themselves to:

9 100 percent transparency of the direct ongaf fresh and frozen beef sold in stores.

T Supply only responsibly sourced beef within a defined timeframe. This is defined as meat that has
not been sourced directly from deforested lands, farms using slavery or degrading working
conditions, or farms inMged in land ownership conflicts whether due to encroachment on
conservation areas or conflict with indigenous groups, Quilombolas, or other traditional
communities.

T Develop tools for the sl aughterhouse
compliance.

1 Accompany the implementation of transparency solutions of indirect suppliers.

1 Communicate the achieved results publicly.

senswra r e hous

GPA’s Beef Purchase Policy does not state a specific timeline for its commitments and has not been
updated since March 2016, despite the company announcing that it would be reviewed in January 2018.

The scope of the commitment is limited to "direct” suppliers. This means that its policy does not cover
deforestation linked to farms that were not the last location beforattle were brought to a
slaughterhouselt also remains unclear how GPA would bolster efforts to increase indirect supply chain
transparency.

The most recent progress report of GPA’s Beef Purchase Policy implementation was published in July
2017. The company has not provided further information on progress since ne2017,GPA reported
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https://imazon.org.br/PDFimazon/Ingles/books/Meat-Plancking%20Deforestation.pdf
https://www.oeco.org.br/reportagens/tac-da-carne-no-para-irregularidades-dos-frigorificos-passam-em-branco/
https://www.oeco.org.br/reportagens/tac-da-carne-no-para-irregularidades-dos-frigorificos-passam-em-branco/
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http://www.prpa.mpf.mp.br/news/2013/assinado-entre-mpf-e-abras-termo-de-cooperacao-pela-pecuaria-sustentavel
http://carneaomolhomadeira.org.br/docs/relatorio_greenpeace_carne_ao_molho_madeira_nov2015.pdf
http://www.gpabr.com/wp-content/uploads/2017/09/responsible-beef-sourcing-policy.pdf
https://www.gpabr.com/wp-content/uploads/2017/09/201708-resultados-preliminares-vf-PT.pdf

sourcing fresh or frozen meat from the three big slaughterses (JBS, Margfrig, and Minerva), in addition

to 43 small and medium suppliers. Between 2016 and 2017, GPA banned seven beef suppliers that did
not agree with its beef purchasing policy. Twel v
implemented the Safe Tracetraceability system. Thesafe Traceis a GIS system through which
slaughterhouses can map their direct suppliers and further monitor if they are linked to deforestation,
irregular land occupation, and slave labor. In the first half of 2017, 50.8 percent (3.785) of farms supplying

these slaghterhouses were traceable through the Safe Trace system, and 48.2 percent (1.825) of these
farms were located in Amazon. Among these farms, 97 (5.3 percent) were embargoed and four were
involved with slave labor.

Casino and GPA are both signatories of the Statement of Support for the Cerrado Manifesto. This

manifesto, launched in 2017 by civil society organizations, called on companies to commit to zero
deforestation in the Cerrado biome. The GdtA' s Be
deforestation in the Cerrado biome.

Samples reveal the source of beef in GPA’s stores

To assess whether GPA is adequately mitigating its exposure to deforestation risk in the Amazon, CRR
sampled 500 beef product s ftedsamplaEéhairsthe rmamey r e s . Each
location, tax identification number of the slaughterhouse and date of processing (see Figure 4).

Figure 4: Label with data collected from one of the sampled beef products
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CRRandomly collectedhese samplegsluring visits to 50 Cash & Carry (Assai), Hypermarkets (Extra),
Supermarkets (Extra and Pao de Acucar), and Neighbourhood (Minuto P&o de Acucar) stores located in

five cities: Sdo Paulo, Rio de Janeiro, Fortaleza, RacifdBrasilia. These five cities include most of these
brands’ stores. The regions where the vi-Weastt ed sto
represent 96.1 per cengeekgire3abBok€).s Mul ti varejo sal es
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CRR assessed deforestation risks for each of GPA’ .
1. Whether the suppliers are in the Legal Amazon;
2. Whether the suppliers haveigned TAGs
3. Whether the suppliers havahigh risk of deforestation within their cattle supply shed

The assessment of suppketeforestationrisks was based on 2017 study from ImazanThis study

ranked beef supplier companies’ exposure to defor e
on the areas of thie supply sheds that consist of embargoed areas, recent deforestation, and risk of future
deforestation.

Thirty percent of GPA’s sampled beef products originated from the Legal
Amazon

Thirty percent (152 products) of the 500 sampled beef products originated from slaughterhouses in the

Legal Amazon. GPA’' s stores in Fortaleza (50), Ri o de Jan
significant exposure to these Amazon slaughterhouses, whereas its stores in Brasilia (3) did not.
Information about the origin was not available on 6.6 percent ofgample (33 products) (see Figure 5).

Figure 5: Number of beef products collected per city and their origin in slaughterhouses inside
or outside Legal Amazon

Cities No Information Outside Legal Amazon Inside Legal Amazon

Fortaleza 23 26 51
Rio deJaneiro 0 56 44
Recife 9 59 32
Séo Paulo 1 77 22
Brasilia 0 97 3
Total 33 315 152

SourceCRR / Repérter Brazil

GPA’s samples originated from 69 different slaughterhouses, of which 23 are in the Legal Amazon. These
slaughterhouses are owned by seven meatpacker companies@nekspond to 18 percent of all Amazon
slaughterhouses active in 2010f the 152 products sourced from within the Legal AmaA@® came
from JBS and eightdm Marfrig Global Foods S/A.
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Figure 6: Origin and destination of sampled beef products in GPA stores
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Source: CRR/Reporter Bla

Thirty sampled products originated from high-risk Amazon slaughterhouses

Of the 152 products from the Legal Amazon, 30 originated from five very-high or high-risk
slaughterhouses. These products are sourced by two meatpacking companies: JBS (25 products) and
Marfrig Global Foods (five products). All their vaigh and higkrisks slaughterhouses are TAC
signatories.

Figure 7: Number of sampled products fra¥BS facilities and risk level to deforestation

Company / Plant risk Level Plant Very-High High Total
JBS S/A Alta Floresta (MT X 19
Colider (MT) X
Juara (MT X
Pimenta Bueno (RC X
Marfrig Global Foods S/A Tucuma (PA)} X 5
Total 22 8 30

* CRR ranked the slaughterhouse of Marfrig Global Foods in Tucuma (Pard) as a high risk one acturdimgitof a JBS slaughterholnsdhe
same municipality. MT: Mato Gros$®Q: Rondbnia, and PA: Pa8&urceCRR / Reporter Braaihd Imazon
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Figure 8 below depicts the locations and supply chain links of theseibighlaughterhouses to GPA.
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Figure 8: VenyHigh and Highkrisk slaughterhouses in Legal Amazsuapplying GPR a
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Source: CRR/Reporter BrasilImazon

Casino may be exposed to business risks associated with deforestation

Casino may be exposed to reputational business risks. Twentyfive of the GPA sampled beef products
are linked to very high and higisk JBS plants, compared to 16 for its p€emcosucand seven for
Carrefour Among the 25 GPAaspled products, 22 are linked to the vemgh risk JBS plants in Alta
Floresta and Colider, Mato Grosso, compared to seven from Cencosud samples and none from Carrefour
samples (see FiguB). Thismay expose GPA to reputational risks resulting from geenparison studies.
Figure 9: Number of sampled products from JBS facilities and food retailer companies
JBS Plants / Companies Carrefour Cencosud GPA
Total of sampled products 480 500 500
Alta Floresta (MT 5 19
Colider (MT) *
Juara(MT)
Pimenta Bueno (RO) 7

Total 7 16 25
* Alta Floresta and Colider are very higsk plants.
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GPA recent results: new stores and same-store sales growth

During the last four years (2015-18), GPA experienced growth in its revenues and gross profit (Figure

10). In FY2018, GPA realized 11 percent higher net revenues in Brazilian Real than the year before (Source:
Bloomberg). In FY201&PAincreased its samstore sales by 5.5 percerfin Brazilian Realnd its

number of total stores by 10.7 percent. This rise is due to the increases that Moltivarejo
(supermarkets) and Assai (cash and carry operations) experienced irstamsales and in the number

of their total stores. For Multivarejo, sarvstore sales increased by 3.5 percent and its number of total

stores by 1.1 percent. For Asssdmestore sales increased by 8.3 percent and its number of total stores

by 24.1 percent . GP A'inghe [BSBfoulyBaks (2088) ¢Figargp1@)dFonF¥2018) vy
GPA's EBI TDA increased by two per easedtits.EBIFOAtWSBuU gh t
percent since FY2017, Mul tivarejo’ s EBI TDA decl i n

Figure 10: Key financials, GPA

USD million 2015 2016 2017 2018 2019E CAGR 2015-18
Net revenues 11,334 11,971| 13,984 13,599 14,656 6.3%
Gross profit 2,765 2,750 3,442 3,181 3,236 4.8%
EBITDA 857 602 836 854 842 -0.1%
Net profit 388 189 143 355 314 -2.9%

Sources: Bloomberg, CRR

GPA’s business important for Casino and Rallye Group

As discussed above, Casino’s presence in Latin America and more specifically in Brazil is of high

importance. I n FY2018, GPA" s net revenues and EBI TDA we
and EBITDA respectively (Figure 11). A majority of Casino's §hamsrcentiare held by Rallye Groupe.

Rallye, besides holding shares in Casino, is involved iioodnsporting goods retail through Groupe
GoSport (two percent of Rallye’s net revenues). A
percent), which is private Frenclentity. JeanCharles Naourwho is the chairman and CEO of Casino as

well as the Chairman of the Board of Directors of Raltyeated Groupe Euris. For Z)1Casino's net

revenues accounted for 98 percent of Rallye's net revenues, and therefore GPA's net revenues were 30
percent of Rallye's net revenues. This percentage is not representative of the profit contribution of GPA

to Casino and Rallye, as Casindfl y consol i dates GPA’'s revenues, al
41.4 percent.
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Figure 11: GPA's net revenues and EBITDA as percentage of Casino
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GPA’s revenues may be at risk, with market cap impacts for Casino Group and

Rallye Group
GPA’s deforestation risk exposure may result in civil society or consumer campaigns and impact its
reputation. Using the assumption that this could resintbetween two and five percent customer loss,
GPA may face:
I USD 272 to 680 million reverag-risk, taking the FY2018 as the base revenue;
f USD 66 to 165 million I oss of gross profit, as
percent, the averag gross margin over the last five years; and
1 USD462to 1,154million in a discounted cash flow calculati@ssuming 10 percent WACC and

therefore a multiplier of 7xwhich equals

1 5.6to 14.1percent of G P Acursent Enterprise Value and2to 5.6 percent of its market
capitalization and

1 0.9to 2.3percentofCasi no c@nrerd Bnpetpgse Value an2l7 to 6.8 of itanarket

capitalization
f 0.5 to 1.2 percent of Rallye’s current Enter

capitalization.

The Enterprise Value and Market Capitalization of Casino and Rallye Group were adjusted based on
the ownership percentage Casino to GPA (41 percent) and the ownership percentage of Rallye to
Casino (52 percent).
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Figure 12: Customer lossenarios due to reputation risk

loss assumption 2% 5%
Revenue at risk 272 680
Gross profit loss 66 165
Discounted cash flow calculation 462 1,154
%EV GPA (Brazil) 5.6% 14.1%
%MarketCap GPA (Brazil) 7.2% 18.0%
%EV Casino Group (France) 0.9% 2.3%
%MarketCap Casino Group (France] 2.7% 6.8%
%EV Rallye Group (France) 0.5% 1.2%
%MarketCap Rallye Group (France) 18.3% 45.8%

Source: Bain Reaction Research

The i mpact on Rallye’s Market Cap coul dlargerthgne bet wt
the effect on Casino's MarketCap (between 2.7 and
Enterprise Value is in the same range. This istdirRallye's MarketCap standing at USD 0.5 billion, while
Casino'siscircaUSD 7 bilion Bot h compani esaésimdant er pri se Val ue

Majority of institutional investors in GPA, Casino, and Rallye Group lack
deforestation policies on cattle

A majority of institutional investors in GPA, Casino, and Rallye lack deforestation-related policies

regarding cattle and soy. More specifically, Carmignac Gestion (France) is the only institutional
shareholder of GPA holding above five percent. Théd&sed Brandes Investment Partners, BlackRock,

and Vanguard hold three, four, and two percent respeaif (Source: Thompson Reuters Eikon). None of

GPA’ s institutional i n v ereldted poficy tegandieg s@y arslpadtle.i f i ¢ def |

The top three institutional shareholders of Casino are BlackRock (United States), Goldman Sachs (United

States), and Aviva (United Kingdom). BlackRock and Goldman Sachs hold five and three percent, while
Aviva holds two percent (Source: Thompson Reuters Eikon). None of these investors have a specific
deforestation policy regarding soy and cattle. Hwer, Aviva is aignatoryof the Statement of Support

for the Cerrado Manifesto and engagingwith cattle investee companies on deforestation risks within

their supply chains. BlackRaakknowledges deforestaticas a climate risk but still lacks a concrete policy.

Rallye’s institutional shareholders that hold above one percent are the U.S.-based Dimensional Fund
Advisors (two percent), Vanguard (one percent), BlackRock (one percent), and Bank of New York Mellon
(one percent). None of these investors have a specific deforestation policy for soy and cattle.
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https://cerradostatement.fairr.org/signatories/
https://www.ceres.org/sites/default/files/Fact%20Sheets%20or%20misc%20files/Investor%20expectations%20statement%20on%20deforestation%20in%20cattle%20supply%20chains.pdf
https://www.blackrock.com/corporate/literature/whitepaper/bii-climate-change-2016-us.pdf

Financing risk: Rallye's debt situation could get worse

Investors in Casino face ongoing concerns due to Rallye's high debt situation (net debt/EBITDA for 2018

reached 4.14x). AsReutersr e por t ed i n Witlirt tlkelCasino dtobid, @ividentds from Casino

I NB dza SR G2 VY Ititgrést payyhents! ThefsBaf ol CaRif dhat are held by Rallye are also

L)X SRAISR a O2ftf1G4SNIf (2 ol yla EuyrenfyNRSWhas@NI wl f f &
in placeto dispose EUR 2.5 billion of netrategic assets by the first quarter of 2020onetheless, on
April2,20019Moody ' s d€asigmaedsdcredit r a tFor thig dobvngradetheo n ot c h
low free cash flows the company generated, as well as the kigrdged position of its parent Rallye,

played a role. As a result, Casino might find it more difficult in the future to attract financing or see its
interest rates increase.

In the two customer loss scenarios discussed (loss of two and five percent), GPA could lose between

USD 18 to 44 million of its EBITDA due to market loss risks, calculated with the average EBITDA margin

of GPA the last five years (6.53 percent). The net debt/EBITDA ratio could then potentially rise to 0.37x

at the five percent loss agsption scenario. This impact is small, as GPA's net debt for 2018 was relatively
low. However, the consequences could be more severe for Rallye, which had a 4.14x net debt to EBITDA
ratio for 2018. Rallye could lose between USD 14 and 35 million ofit®EBcalculated with the average
EBITDA margin of the last five years (5.24 percent).

Net debt/EBITDA ratio for Rallye could potentially rise to 4.22x at the five percent loss assumption
scenario. Thi s | oss could further wieaacklegaositianhane bycextengioany ' s
its subsidiaries.

Figure 13: Net debt/EBITDA of GPA, Casino and Rallye

net debt/EBITDA net debt/EBITDA net debt/EBITDA
2018 | loss assumption 2% loss assumption 5%

GPA 0.35x 0.36x 0.37x
Casino Grouy 2.76x 2.78x 2.81x
Rallye Group 4.14x 4.17x 4.22x

Sources: Bloomberg, Chain Reaction ResearciRalfek.

HSBC, Santander, Deutsche Bank, UBS, and BNP Paribas hold bonds or provide
loans and have NDPE policies

GPA

At t he end oibtal EMO2nOoLitBiandinG P Adndwas USD 1.1 billion. From this amount,

the total value identified in the hands specific investors is USD 616 million. Figure 14 below shows the

most important (holding value above USD 10 million) bondholders of GPA. Among them, Banco do Brazil
holds bonds with a value of USD 223 million. Banco do Brazil iscstated and has guidelinein place
supporting “the Plan to Protect and Combat Fores
Santander, which holds USD 105 million, is a participant oEtiie Commodities Compgawhich covers
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https://www.reuters.com/article/us-casino-stock/retailer-casinos-shares-fall-on-concerns-over-rallye-accounts-idUSKCN1MS1K1
https://www.reuters.com/article/us-casino-results/casino-to-pursue-asset-sales-to-help-cut-debt-idUSKCN1QV0M9
https://www.reuters.com/article/us-casino-results/casino-to-pursue-asset-sales-to-help-cut-debt-idUSKCN1QV0M9
https://www.ft.com/content/69357968-5571-11e9-91f9-b6515a54c5b1
https://www.nytimes.com/reuters/2019/04/03/business/03reuters-casino-stocks.html
http://www.gpari.com.br/download_arquivos.asp?id_arquivo=C2451411-427A-4BEE-BB54-7BA4C86922CC
https://www.bb.com.br/docs/pub/siteEsp/uds/dwn/DSBBCI.pdf
https://www.santander.com/csgs/Satellite/CFWCSancomQP01/en_GB/Corporate/Sustainability/Sustainable-activity/Analysis-of-social-and-environmental-risk-in-credit-operations.html

beef and soy and ainfer zero net deforestation by 2020. HSBC, which holds USD 22 million, has a soy

and cattlespecificpolicyi n pl ace, stating that it “will-riskot kno
customers involved directly in or sourcing from suppliers involved in deforestation and exploitation of
people and communities.”

At the end of FY2018, GPA had anstartding amount of USD 10 millionladmnsprovided by the Brazilian
Development Bank (BNDES). BNDES has-sptlgfic environmentajuidelines n pl ac e : “Appl i c
financial support should declatehat t he system to purchase cattl e
These requirements include that direct suppliers should not have criminal offences related to
deforestation or land grabbing, or be involviedand disputes.

Figure 14: Most important bodholders of GPA, at most recent filing dates

Investor Country Value (USD min)
Banco do Brasil Brazil 233
Kapitalo Investimentos Brazil 109
Santander Spain 105
Bradesco Brazil 59
Ital Unibanco Brazil 28
Grupo Icatu Brazil 23
HSBC United Kingdom 22
CréditAgricole France 20
Total 599

SourceBloomberg

Casino

At the end of outstdhdiygbé&dtotaled £$SDn704 billion. From this amount, the total

value identified in the hands of specific investors is USD 1li8nb{ISource: Thomson Reuters Eikon).
Figure 15 below shows the top 15 bondholders of Casino at the most recent filing date. Among them, UBS
(Switzerland) holds USD 71 million and BNP Paribas (France) holds USD 62 million. [Botltiasnts

of the Soft Commodities Compaathich covers beefand soy commodities, aiming for zero net
deforestation by 2020. Another bondholder with a deforestation policy is Deutsche Bank (Germany).
Deutsche Bank holds USD 59 million and has a beef and soy gpéaifiin place expecting its clients to

comply with No Deforestation, No Peat, No Exploitation (NDPE) practices. Danske Bank holds USD 46
million and hagommittedt o “ pr event deforestation and protect
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https://www.hsbc.com/-/files/hsbc/our-approach/risk-and-responsibility/pdfs/170220-hsbc-agricultural-commodities-policy.pdf?download=1
http://www.gpari.com.br/download_arquivos.asp?id_arquivo=CDEDC669-1FAE-45FC-99F8-09DEEFCE5FE5
https://www.bndes.gov.br/SiteBNDES/bndes/bndes_en/Institucional/Social_and_Environmental_Responsibility/socioenvironmental_policy/environmental_guidelines_cattle_raising.html
https://www.groupe-casino.fr/wp-content/uploads/2019/03/Groupe-Casino-Rapport-Financier-2018-VDEF.pdf
https://www.ubs.com/global/en/about_ubs/about_us/news/news-ndp/en-20140606-soft-commodities-compact-clean.html
https://group.bnpparibas/uploads/file/csr_sector_policy_palm_oil.pdf
https://www.db.com/cr/en/docs/DB-ES-Policy-Framework-English.pdf
https://danskebank.com/-/media/danske-bank-com/file-cloud/2017/5/danske-bank-position-statement-forestry.pdf
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Investor Country Value (USD min)
BPCE Group France 187
Crédit Agricole France 178
BlackRock United States 167
Muzinich & Co United States 94
Oddo & Cie France 71
UBS Switzerland 71
BNP Paribas France 62
Amiral Gestion France 60
Deutsche Bank Germany 59
Atlanticomnium Switzerland 51
Danske Bank Denmark 46
New York Life Insurang United States 38
AXA France 36
Deka Group Germany 36
Intesa Sanpaolo Italy 35
Total 1,191

Source: Thompson Reuters Eikon

Since 2013, several banks have provided loans to Casino. Amonghkatache Bank tsprovided USD

233 million since 2013 (Sources: Thomson Reuters Eikon and Bloomberg). Deutsche Bank has a beef and
soy specifipolicyin place (see abovegpagraph about Casino). HSBC also provided loans to Casino of USD
188 million since 2013 (Sources: Thomson Reuters Eikon and Bloomberg). HSBC has a specific beef policy
(see section above about GPA).

Rallye

At the end o foutskavdh®idB®ndotRledlUSD/billie and in loans USD 5.1 billion. From
this, the total value that could be identified in the hands pésific bondholders is USD 171 million, with

only three them with USD 10 million and above. These include the Hmasgdd BPCE Group (USD 88
million), Hugau Gestion (USD 15 million), and Groupama (USD 10 million) (Source: Thomson Reuters
Eikon). None offtese financial institutions have a deforestation specific policy regarding cattle and soy.
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https://www.db.com/cr/en/docs/DB-ES-Policy-Framework-English.pdf
http://www.rallye.fr/medias/editor/file/RFA%20Rallye%202018.pdf

Since 2013, several banks have provided loans to the company. Among them, HSBC and BNP Paribas with
USD 121 million each (Sources: Thomson Reuters Eikon and Blgynidmth those financial institutions
have beefspecific policies (see sections above about GPA and Casino).

In conclusion, GPA could lose between 7 and 18 percent of its market capitalization if it becomes the

target of civil society and consumer campaigns related to sourcing beef from deforested Amazon areas.

This translates to an impact of between 3 to 7 percent to Casino’s and between 18 and 46 percent to

Rallye’s market capitalizations. Amongst the bondholders and loan providers of GPA, Casino alyg Ral

are HSBC, Santander, Deutsche Bank, UBS, and BNP Paribas. These financial institutions have specific
deforestation related cattle policies in place, so there is financing risk. Financing risk is higher for Rallye,

as the company is already highly lexged, with net debt/EBITDA for FY2018 standing at 4.14x.

Disclaimer:

This report and the information therein is derived from selected public sources. Chain Reaction Research is an unincprojeatesf Climate Advisers, Profundo, and Aidenvironment
(individually and together, the "Sponsors"). The Sponsors believe taemation in this report comes from reliable sources, but they do not guarantee the accuracy or completeness of this
information, which is subject to change without notice, and nothing in this document shall be construed as such a guBhergegementseflect the current judgment of the authors of the
relevant articles or features, and do not necessarily reflect the opinion of the Sponsors. The Sponsors disclaim gnjpirghilitseverable, arising from use of this document and its contents.
Nothing herein shall constitute or be construed as an offering of financial instruments or as investment advice or recommsHyatfienSponsors of an investment or other strategy (e.g.,
whether or not to “buy”, “ s el | the,Sponsors rhay baldgdsiticasin the companiesn@ajetts or invEstmentsccgvered Dy toid report. No aspect of this
report is based on the consideration of an investor or potential investor's individual circumstances. You should detegoimeoem wheher you agree with the content of this document and

any information or data provided by the Sponsors.
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