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%ﬁ;‘*&%ﬁff%~~ Practical information

The recorded presentation and slides will be made

available after the webinar.

= The Webinar will be recorded - we will only publish

recordings of the presentations.

= Questions or comments made by participants during
the workshop will not be made publicly available.

= In case of technical problems or questions regarding

Zoom Webinar please contact Julie Thirsgaard Hansen:

jhansen@preferredbynature.org




ﬁ;eazmw Practical information

= All attendees are in "listen only" mode.

= You may ask questions in writing via the "Q&A function”
during the webinar.

= We'll do our best to answer as many questions as
possible during the Q&A session.




o Stay updated...

T R

EU Timber Regulation - Made Simple
The Sourcing Hub

¥

v p=, e
Find all ’y need to gel.slaned on implementing the EUTR "‘husiness v

Sign up for Free EUTR
Training Workshops

Sign up for Free EUTR
Training Workshops

Get up to speed on what the EUTR requires of
your business. Sign up for a free EUTR workshop

www.EUTR.info www.preferredbynature.org/
sourcinghub

Visit the Project website for: Visit the Sourcing Hub to:

= access to tools and useful = Access commodity risk
information assessments.

= info on upcoming training = Risk mitigation toolkits
workshops

the latest news and
guidance on EUTR & EUDR

§>Preferred

by Nature:

Sourcing Hub
Update

www.preferredbynature.org/
sourcinghub/info/sourcing-
hub-updates

Subscribe to the Newsletter to:

= Stay updated on the latest news
and announcements related to
EUDR, EUTR, responsible
sourcing and LIFE Legal Wood
project activities



Understanding the requirements of the EU .~ *,

Deforestation Regulation (EU) 2023/1115  *40%;
Webinar: 22 June 2023 * oy X
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o) Objectives of the regulation

Places requirements on EU
industries in order to:

of
products coming from supply chains
associated with deforestation or forest
degradation -

and for and trade
in legal and ‘deforestation free’
commodities and products.”
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P Timelines for implementation

European Commission, Council, and European Parliament

agreed on one single version, out of three (Trilogue)

Parliament Dates for when businesses will
n have to comply with all
‘ requirements of the regulation
Councn

O O O O
19/04/23 29IUN
16/05/23 2023

|

. . . 24 months: operators that were established as small or
Company Size accordlng to: microenterprises enterprises before 30/12/2020 - all products

Directive 20 13/34/EU \ except those in EUTR scope

18 months



https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0034

* n [
s \Where EU companies need to be in 18 months

Have in place a fully-functioning — and
compliant - due diligence system to avoid

sourcing products (1) associated with

§ deforestation, (2) forest degradation and (3)
®
[EUDR, Comes} legal non-compliance during production
into force
Applicable to
\ 18 months | businesses

24 months: operators that were established as small or microenterprises enterprises
l before 30/12/2020 - all products except those in EUTR scope ]
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P Key components

1 4

Prohibition ‘{"" Due diligence Obligations on Implementation
1 import and ‘ obligation | Member States g L of Information
export of % | to ensure = System
. gleineg implementation
| complying A :

4

products
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g o] Commodity scope

The following commodities are within the scope of the proposed regulation:

I
Wood {};h R®  Soy it Rubber
M§' f{r ';
- _'_.f.ﬁ,.‘:‘"; |
= ‘}“ Coffee
Derived products such
. P as leather, chocolate
HQea ’N g, or furniture, printed
RS oo o = paper, charcoal
14 alm oil = Cocoa /
(@) 54

Detailed scope based on the EU "Combined Nomenclature” (custom codes) in Annex I
to regulation.
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e Product scope

3 _:,%5 Scope of products expands beyond the EU Timber
5y Regulation

Products containing paper, cardboard, wood fibre or wood
+ Printed materials, charcoal products, tools, wood
wool/flour, coffins, all types of seats...

Exclusions:

a) Waste, material that has completed its life cycle and would have been discarded as waste
(Directive 2008/98/EC), is considered out of scope of this Regulation.

b) Packing material used exclusively as packing material to support, protect or carry
another product placed on the market (paper, pallets, boxes USED as packing material).
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Preme  Main actors of the regulation...

-

Prohibition to place on
the EU market or
export non-complying
products

Due diligence
obligation




Lo Operator

& ™
-
-~

‘Operator’ means any entity which, in the course
of a commercial activity, places (=for the first
time) relevant products on the EU market

OR exports them from the EU market
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P Traders

any natural or legal

person in the supply chain other

than the operator who, in the

course of a commercial activity,
makes relevant products available
on the EU market






%f Obligations: Operators (Article 4)

1 Prohibition to place on the EU market (or export
these) if they do not meet the following:

* they are ;
* they have been

Exercise through a system and
procedures

3 Submit prior to placing on
the market or exporting



Y fre Obligations: Traders (Article 5)

which are SMEs which are not SMEs

1 Must collect and maintain:

« Information on buyers and
suppliers

« Reference numbers of the due
diligence statements associated
with products

Keep information for at least
5 years e ™
'SMEs” mean micro, small and

medium-sized enterprises as

Provide information to : :
" defined in
competent authorities \_ )



https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013L0034&from=EN

o8
P What is deforestation free? Two requirements a) + b)

" means that the relevant products rio rorest definition:

, have been or have been cover >10%
commodities:

(a) that were produced on land that has not been Deforestation:

subject to after to agricultural use
and
(b) ONLY for . that forest has been

harvested without inducing after
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Preee  Definition of “forest degradation



R . . W . ”
Prees  Not included in “forest degradation



o

Prees  Not included in “forest degradation”

/

Planted Forest e Trees established through planting

-
/

: ¢ Planted forests with intensive management, 1-2
Plantatlon FO reSt species planted in rows, etc.

\_
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o) Obligations on Operators - legal requirements

is defined as compliance with “relevant legislation”

in the country of production, in terms of:

Q
e land use rights EI/A human rights protected under
L international law
) environmental 000 : .,
%’ protection Ty third parties’ rights
@ forest-related 000 principle of FPIC, including as per
regulations ay» UNDRIP

@ labour rights tax, anti-corruption, relevant trade
S and customs regulations






Freenes DIE d|||gence Obllgatlons — Article 8

The Regulation includes due dﬂlgence requirements,
comparable to those found in the EUTR:

CoIIethion Risk Risk
. A assessment mitigation
information

Due Diligence Statement



4] Step 1 - Information requirements (Article 9)

» Description of product (trade name AND scientific name)
* Quantity
« Country of production/harvest

of all where the relevant
commodities were produced, as well as
A

« Supplier name
 Buyer name
that product is “deforestation free”

that product is produced in compliance
with relevant legislation



ol -
... Geolocation of all plots of land

Less than 4 ha

e |atitude and longitude coordinates
corresponding to at least one
latitude and longitude point

Greater than 4 ha

e polygons, meaning sufficient
latitude and longitude points to

describe the perimeter of each plot
of land.



Y fre Step 2 - Risk assessment (Article 10)

shall verify and analyse
information collected for the purposes of

evaluating risk.

shall be:

« documented, with justified risk conclusions

 reviewed at least on an annual basis and made
available to the competent authorities upon

request.



Y fre Step 2 - Risk assessment (Article 10)

shall take special « complexity of the relevant supply
account of the following risk chain.

assessment criteria: « substantiated concerns (article 29)

« assignment of risk to country by the -
European Commission. by indigenous peoples
« concerns in relation to corruption, regarding the

document and data falsification, used for the purpose of

+ lack of law enforcement, violations of producing the relevant commodity

international human rights, armed
conflict or UN or EU-imposed

sanctions.



e Country benchmarks by the EC (Article 29)

The EC will develop a central database of risk assessments:

« EC will publish .
, based on delegated regulations H Igh
(to be developed)

« The results will be available through the EC Sta nda I"Cl
“Information System”

for the assessment of
countries - Low, standard or high risk* Low

* unless identified as low or high, a country will be assigned "standard” risk



e Step 3 - Risk mitigation (Article 11)

Operators shall:

* have in place adequate and
nroportionate policies, controls and

procedures

» adopt
and measures that are adequate to T s e
reach no or negligible risk to ;ﬁ*’ |

placing on the market or exporting R



%..... HOW does the EUDR affect Brazilian wood producers

i by Nature

-Traceability
-Geolocalisation 5\

-Risk per type of forest

-Communication
-Verifiable evidence

-Sanctions
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Pues  Context of Timber Risk Assessment - Brazil & imaflora

 Since 2007, PBN has been working on Timber
| Legality Risk Assessments in partnership with
various organizations in 60+ countries;

Timber Legality Risk Assessment

« Risk Assessment are developed in collaboration
with local experts in forest legality and use and
assessment methodology jointly developed by the
FSC and PBN;

Version 2.0 | [N

« In Brazil, Imaflora is the institution responsible for
generating and updating the assessment in Brazil;

« In the second version, generated in January 2022
updates were made to the national, regulatory and
forestry production context since version 1.1 (May

S 2017).




*  How can Risk Assessment help the fight <G imaflora:
v against illegality? imariora

Publish verifiable and comparable risk
categories and metrics associated with
logging chains;

*Assist producers and traders in verifying
the criteria for each risk category;

Position the relevant players in the
forestry sector on the points of attention
regarding compliance with the Law;

Complement the procurement policies and
due care processes of public and private
market operators.




e
P Scope of Risk Assessment - Timber sources & imafiora

Management of Natural
forests in Private Areas

Management of Planted
Forests
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?E;eazmw Overview of the forestry sector in Brazil t@ imaflorar

Legenda
[ Biomas
Mapbiomas Collection 6.0 - 2020
I Floresta
Formacao Natural ndo Florestal
Agropecudria
[ Area ndo Vegetada
I Corpo D'agua
N&o Observado

0 500 1000 km

-Brazil contained in 2020 ~508M hectares of forests
(60% of the national territory) (Mapbiomas)

«Amazon = 330 million hectares of forests

-Data from IBA (2020), indicate an area of forest plantations
of 9.55 million hectares for industrial purposes

«3.73 million hectares (39%) are certified commercial
plantations

*88% are concentrated in the south and southeast regions

«78% of the area is made up of eucalyptus cultivation (7.47
million hectares) and 18% of pine (~1.7 million hectares).

*In addition, 382 thousand hectares of other species, such as
rubber tree (Hevea brasiliensis), acacia (Acacia mangium),
teak (Tectona grandis) and parica (Schizolobium
amazonicum).
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wewe OQverview of the forestry sector in Brazil

Legenda
o » Assessed status: 18
concession contracts (~1.05M

| | Estados

Concessdes (PAOF 2022) = }‘I,- . 1 h e Cta re S )

Areas Piiblicas N&o Destinadas SR N g
[ Florestas Nacionais e Estaduais —— ;-{__‘x.L-*}_, - 5
L. N i P " T

« At the state level, Para has
eight contracts (433 thousand
hectares) and Amapa has only
one contract, with 67.5
thousand hectares.
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« The existence of different
instances of control,
inspection, and monitoring
involved with the concessions
strongly influenced the results
of the risk assessment.
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?E;eazmm Import Definitions in Risk Assessment t@:maflora@

What did we do? Evaluated catogories
We compile and update

‘\ current legislation
\

Timber
Harvesting activities

Legal rights to

Ty —> BEVCEHERREEES

We analyze published data
and reports

governments, production,
market, and civil society |

\
@ We conducted interviews with
key actors associated Wlth Third parties' rights Gmmred Trade and transport e Due diligence
o O
N The risks were classified as low,

. . ] Legality :
specified and not defined, in case [WutEREEIEERE

of lack of legal requirements




e Risk Analysis Methodology & imafiora

| Evaluated catogories
*Evaluates whether legal issues related

to access to land and forest resources,
in addition to due licenses, are being
suspended

Timber
Harvesting activities

—> BEVYCEHERREEES

It includes 4 subcategories:

Legal logging and harvesting
rights

Third parties' rights el Trade and transport s Due diligence

Use concession licenses

Management and harvest
planning

Legality
in Timber processing

*harvest licenses




e Risk Analysis Methodology & imafiora

Evaluated catogories
*Evaluates whether taxes and fees
applicable to forest management
and harvesting are paid in @ manner
consistent with the Law Legal rights to

harvest

Timber
Harvesting activities

*Includes 3 subcategories

Payment of royalties and

ha rvest fees Third parties' rights Gmmred Trade and transport e Due diligence

*VValue-added and other sales
taxes

Income tax and profit Legality

in Timber processing




‘?j‘ Risk Analysis Methodology & imaflora

‘Evaluates whether the environmental Evaluated catogories

legislation related to planning and
harvesting activities, as well as
conservation and labor requirements,
are being complied with harvest pRg 'ocs and Fees

Legal rights to

*Includes 4 subcategories

*Timber harvesting regulations
Third parties' rights el Trade and transport s Due diligence

*Protected sites and species

*Environmental requirements

L. lit
*Health and safety inegl'ianllger processing

Legal employment




‘?j‘ Risk Analysis Methodology & imaflora

Evaluated catogories
*Evaluates whether the rights of

local and traditional populations in
the management and/or
harvesting areas are legally Legal rights to
enforced harvest

Timber
Harvesting activities

—> BEVCEHERREEES

*Includes 3 subcategories 7

Customary rights -
mmrd Trade and transport (g Due diligence

*Free, prior and informed
consent

‘Rights of indigenous and

Legality
traditional peoples in Timber processing




‘?j‘ Risk Analysis Methodology & imaflora

*Evaluates whether, along the portion of Evaluated catogories
the chain that includes the transport and

trade of wood products, whether the
applicable regulations are being complied
with, as well as the risks of contamination [ ESE—_——-.
of the products TEYEE

Timber
Harvesting activities

—> BEVCEHERREEES

*Includes 5 subcategories

Classification of species, quantities
and qualities

—> Due diligence

trade and transport

-Offshore trading and transfer pricing

Legality
in Timber processing

Customs regulations

*Quotes



‘?j‘ Risk Analysis Methodology & imaflora

Evaluated catogories
« [t essentially assesses whether

there is specific legislation that
requires the adoption of due
diligence procedures Legal rights to

harvest

Timber
Harvesting activities

—> BEVCEHERREEES

Third parties' rights el Trade and transport s

Legality
in Timber processing




‘?j‘ Risk Analysis Methodology & imaflora

-Evaluates whether along the production _
chains and/or supplies the applicable Evaluated catogories
legislation, including environmental and

labor aspects, is being complied with.

Timber
Harvesting activities

*Includes 5 subcategories Legal rights to .

harvest Taxes and Fees

-Legal registration of the enterprise

*Environmental requirements in wood
processing

Third parties' rights el Trade and transport s Due diligence

*Legal requirements of wood processing

*Health and safety in the wood
processing industry

Legal employment in the wood
processing industry




N Wy .
P Conclusion by scope <& imafiora

Management of Natural forests in
Private Areas

« Specified risk for 19 sub-categories.
- Low risk for 4 sub-categories.
* No legal requirements for 3 sub-categories.

Management of Planted Forests

« Specified risk for 15 sub-categories.

- Low risk for 6 sub-categories.

* No legal requirements for 5 sub-categories.

RISK

Management of Public Natural Forests
(Concessions)

« Specified risk for 11 sub-categories.

- Low risk for 13 sub-categories.

* No legal requirements for 2 sub-categories.
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Conclusion by scope

@tmaflora“

CATEGORIES SUB-CATEGORIES

dllll LE c dlld
dlld(C C U
ONCE 0 eNSeE
Legal rights to S ——————
harvest h
C ( Pld @
A A - (0 DE
FE g of royalties anc
C C @ CC
Taxes and Fees 6 Value added taxes and
othes sales taxe

Risk Conclusion

Management of
Natural forests in
Private Areas

Management of
Planted Forests

Management of
Public Natural
Forests
(Concessions)




CATEGORIES

Timber
Harvesting
activities

Third parties'
rights

SUB-CATEGORIES
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Risk Conclusion

e

Management of
Natural forests in
Private Areas

Management of
Planted Forests

Management of
Public Natural
Forests
(Concessions)




Fhes Conclusion by scope &2 imaflora

Risk Conclusion

Manadement of Management of
SATESORTES SUB-CATEGORIES - Management of [Public Natural

Natural forests

: : Planted Forests |Forests
in Private Areas

(Concessions)

1.16. ;IaSS|flcatlon of species, quantities and, -Low risk Low risk
qualities
1.17 Trade and transport _— Low risk

1.18 Offshore trading and transfer pricing Low risk Low risk Low risk

1.19 Custom regulations Low risk Low risk Low risk

1.20 CITES B o« ow sk

1.21. Legislation requiring due diligence/due
care procedures

Due diligence

NA NA NA




N Wy
%referred
%> by Nature~

Conclusion by scope

Y@:maﬂom“

CATEGORIES SUB-CATEGORIES
=Yel> o¥-Ys 3ti0 e H ~
O C d c( S e O
DI OCE C
Legality in timber 4. Proce g requireme
processing
Nh =l Gerte . e
DIOCE @ = 0
O cddl € DIC e o he

Risk Conclusion

Management of
Natural forests in
Private Areas

Management of
Planted Forests

Management of
Public Natural
Forests
(Concessions)
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Yo General considerations about the results &2 imafiora:

« According to the experts and
stakeholders consulted, public forest
concessions have the lowest legality
risks (low risk in 13 subcategories)

« Social issues, such as health and safety
at work, labor legislation and the rights
of traditional populations, represent
specific risks both in the forest and in the
production chain

« Risks in the most downstream areas of
the chain, more distant from the forest,
tend to present a greater specificity




ﬁ;eazzfgw Additional Resources imaflora

_‘\ :

;;T'x--h:'rutl Home About Submit feedback Login
D y Nature

Preferred by Nature's
Sourcing Hub

Country Risk Profiles Country Overview

A  oag View Risk Profile

Identify and mitigate risks in your supply chains from'a well- Select a commodity, a country of harvest and a transiting country (optional) to view risk profile.
< ’- . .

researched global resource. Check the box to view risk profiles at a past date.

[ Choose a date to see past risk assessments

Commodity @ *

Add another transit country
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Pree  Additional Resources &2 imafiora

TIMBERZ ol rera” | @ mafiora Home Sobre
Filtros X
*The Timberflow platform
(www.timberflow.org.br) presents a -
set of tools and information that can v
help public and private market o ;
operators in their due diligence efforts
and in the selection of potential [T T
suppliers. [T T
G | -7 eagy-ooe

« In the second half of 2023, a new

tool will be launched to also help Srepeciles

map production chains, including the
geolocation of producers.

Entendaosdados |l Y sanjuan

wwwwwwwwww

uuuuuu


http://www.timberflow.org.br/

e
‘Pram  Questions and Discussion &2 imaflora
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