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EXPLANATORY MEMORANDUM

1. CONTEXT OF THE PROPOSAL
. Reasons for and objectives of the proposal

Deforestation and forest degradation are occurring at an alarming rate, aggravating climate
change and the loss of biodiversity. The main driver of deforestation and forest degradation is
the expansion of agricultural land to produce commodities such astiea wood, palm oil,

soy, cocoa or coffee. A growing world populatiand increasing demand for agricultural
products especially those of animal origirexpected to increase dand for agricultural land

and put additional pressure on forests, whilenging climate patterns will affect food
production, necessitating a shift to a sustainable production that is not leading to further
deforestation and forest degradation.

The EU isa relevant consumer of commodities associated with deforestation asd for
degradation and it lacks specific and effective rules to reduce its contribution to these
phenomenaThe objective of this initiative is therefore to curb deforestation and forest
degradation that is provoked by EU consumption and production. Thigninis expected to

reduce GHG emissions and global biodiversity loss. The initiative aimmitomise
consumption of products coming from supply chains associated with deforestation or

forest degradation— and increase EU demand for and trade inlegdlarf d e f or es t at i ¢
commodities and products.

. Consistency with existing policy provisions in thgolicy area

The proposal was first announced in 2849 Commission Communication on Stepping up

EU Action t o Protect and Rellset roeriena f her Wb
Communicwheoa”),he Commi s sassesa additionalndemance side t o ¢
regulatory and noswregulatory measures to ensure a level playing field and a common
understanding of deforestation free supply chains, in order to incresagpply chain
transparency and minimise the risk of deforestation and forest degradation associated with
commodity imports in the BU. This commitment was then conf
Deal? as well athe 2030 EU Biodiversity Stratedjgnd the Farnio Fork Strategy, the latter

two announcing a corresponding legislative proposal in ZDRé proposal is an integral part

of and coherent with the overall objectives of the European Green Deal and all the initiatives
developed thereunder. particular,it is complementaryvith the other measurgsoposed in

the 2019 Communication, notably: ®ork in partnership with producer countries, to

address root causes of deforestation, and to promote sustainable forest management, and 2)
international cooperation with major consumer countries to minimise leakage and to

promote the adoption of similar measures to avoid products coming from supply chains
associated with deforestation and forest degradation being placed on the market.

1 Communication from the Commission to the European Parliament, the Council, the European
Economic and Social Committee and the Committee of the Redxtepping up EU Action to Protect and
Restore t he ,O0W2018/352 findlo r e s t s

2 Communication from the Commission to the European Parliament, the Council, the European
Economic and Social Committee and the Committee of the Redibag-uropean Gzen Deal COM/2019/640

final.

s Communication from the Commission to the European Parliament, the Council, the European
Economic and Social Committee and the Committee of the RedithBjodiversity Strategy for 2030 Bringing
nature back into our livesCOM/2020/380 final

4 Communication from the Commission to the European Parliament, the Council, the European
Economic and Social Committee and the Committee of the Redidrarm to Fork Strategy for a fair, healthy

and environmentallriendly food sylem COM/2020/381 final
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The Commissionwill therefore continue to work in partnership with producer countries
offering new types of support and incentivegh regard to protecting foresimproving
governance and land tenure, increasing law enforcement and promoting sustainable forest
managementclimateresilient agriculture, sustainable intensification and diversification,
agroecology and agroforestry.

The existing EU legislative framework addresses deforestation only partially. Tir@fest

Law Enforcement Governance and Traf(LEGT) Action Plan dating from 2003
constitutes the key EU policy against illegal logging and associated trade. WHleERS

Action Plan tackles illegal logging and associated trade, it does not address deforestation

as such A key element of the FLEGT Action Plas & voluntary scheme to ensure that only
legally harvested timber is imported into the EU from countries agreeing to take part in this
scheme. The internal EU legal framework for this scheme is the Forest Law Enforcement,
Governance and Tde Regulation RLEGT Regulation)®, which establishes a licensing
system that is the basis for FLEGT Voluntary Partnership Agreements. Another key element
of the FLEGT Action Plan is th&U Timber Regulation (EUTR)’, which prohibits the
placing of illegally harvested timbend timber prodets on the EU market and lays down
obligations for operators placing timber on the market for the first time. BetRLEGT
Regulation and EUTR have undergone a Fitness Clatk the policy optiapresented in

this Regulation are also drawing from the fimgs of the Fithess Check.

Building upon the experience and lessons learned in the context of the FA&(®BM Plan

and Regulation, the Commissiowill estabish forest partnerships with relevapartner

countries as appropriat&€he Forest Partnershipsnain objective will be to protect, restore

and/or ensure the sustainable use of forest in a comprehensive and integratedialiasgr

on the Europeair e en Deal pr i or it ipmentcaoperatioa bbjectives E U’
like poverty alleviation, good governance, human righitey will promote forest governance

and policy reforms to pursue sustainable forest managearghicontribute to halting
deforestation and forest degradation.

. Consistency with other Union policies

The 2019 Communication sets out the overall objective of protecting and improving the
health of existing forests, in particular primary foreats] to increase sustainable, biodiverse

forest coverage worldwide. In the context of the European Green Deal, botBUthe
Biodiversity Strategy for 203@nd the Farm to ForlStrategycharacterisehis legislative

proposal and other @asures to avoid or mimise the placing of products coming from supply

chains associated with deforestation or forest degradation on the EU market, as important for

the achievement of their objective®ther relevant initiatives include, for instance, the
Communi Adongit er m“ Vi si on for & he EU's Rural Are

The newEU Forest Strategy confirms that the measures already identified in the 2019
Communication set the basic framework for t

5 Communication from the Commission to the Council and the European Parliankemest Law
Enforcement, Governance and Trade (FLEGFP)oposal for an EU Action Plan (COM(2003) 251 final).

6 Council Regulation (EC) No 2173/2005 @b December 2005 on the establishment of a FLEGT
licensing scheme for imports of timber into the European Community

7 Regulation (EU) No 995/2010 of the European Parliament and of the Council of 20 October 2010
laying down the obligations of operators whlace timber and timber products on the market.

8 Communication from the Commission to tBaropean Parliament, the Council, the European Council,

The European Economic and Social Committee and the Committee of the Régiongterm Vision for the
EU's Rural Areas- Towards stronger, connected, resilient and prosperous rural areas by, (2021)
345 final.
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legislative initiative, and will be properly and consistently taken into consideration when
shaping domestic policies.

This Regulation will be complementary with the legislative initiative ®ustainable
Corporate Governance (SCG) which aims to improve the EU regulatory framework on
company law and corporate governance. The 8tfative is based on a horizontal apprbac
addressingadversehuman rights and environmentahpactsacting ypon the behaviour of
companiesin their own operations and in their value chaihile the SCG regime will
addressbusiness operationand value chainsn general the deforestation appaoh is
focusing on specific products amgoduct supply chains. Therefore, whilthe overall
objectives of the two initiativesmay be shared and are mutually supportive, specific
objectives are different.

The SCG initiativé due diligence obligations plannedto apply to a range of larg&U
companiesacross sector@vith a more targetedegime forcertain mediunsized companigs
and nonEU companiesare planned to be covered as wédlhe legislative initiative on
deforestatia has a very specific objeet to limit the placing of deforestatidimked products
on the EU marke&nd its requirements wjlin some areas, be more spectdampared tdahe
general duties under the SCG initiatiViealso includes a prohibition, which will apply to all
operatorglacing the relevant products on the market, including EU aneEkbnompanies,
irrespective of their legal form and si2é/here the requirements of the SCG initiative go
beyond the requirements of the deforestation regulation, they apply in conjunction.

The present initiative will not specifically target tii@ancial sector and investments
Existing initiatives in the area of sustainable finance, such as the implementation of the EU
Taxonomy Regulation and the future Corporate Sustainability Repdbiregtive, CSRD
(current NonFinancial Reporting Directive, NFRD) arevell suited to address the
deforestation impacts of the finance and investment sectors, thereby complementing and
supporting this legislative initiative on deforestation.

The CSRD andaxonomy impose disclosure obligations also on-fireincial undertakings:

the CSRD foresees the publication of sectoral reporting standards by October 2023; under the
EU Taxonomy Regulation, technical criteria have already been established under the
delegéed act for climate mitigation and adaptation for forestry, while the publication of
criteria for agriculture has been delayed. Both economic activities can be covered under the
delegated acts for the other four environmental objectives.

This Regulatiorproposal is also expected to be applied together with the Renewable Energy
Directive’ as regards some commodities used as biofuels or to produce biofuels, such as wood
pellets or derivatives of soy and palm oil. The objectives of the two sets of EU rales a
complementary, as they both address the overarching objectives of fighting climate change
and biodiversity loss. This legislative initiative sets requirements for commodities and
products linked to deforestation and forest degradation to be placeé &uUtimarket, with

the aim of curbing Et#iriven deforestation. The Renewable Energy Directive sets, among
others, sustainability criteria rules for biofuels, bioliquids and biomass to be considered
sustainable and specifies targets for the EU to achieeaeewvable energy target of at least
32% by 2030.

9 Directive (EU) 2018/2001 of the European Parliament and of the Council of 11 December 2018 on the
promotion of the use of energy from reneveabburces, (OJ L 328/82 of 21.12.20/882-209).
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As regards their practical interplay, commodities and products that fall within the scope of
both acts will be subject to requirements for general market access and for being accounted
fora s r e n e rgya Phese requiieenents are compatible and mutually reinforcing. In the
specific case of certification systems for low Indirect Land Use Change (ILUC) according to
Commission Regulatio{EU) 2019/807 supplementing Directive (EU) 2018/28¥01as
regards thedetermination of high indirect lanadse changeisk feedstock for which a
significant expansion of the production area into land with high carbon stock is observed and
the certification of low indirect land use changsk biofuels, bioliquids and biomasgsu ¢, 1 s ”
these certification systems may also be used by operators and traders within their due
diligence systems to obtain information as required by this Regulation to meet some of the
traceability and information requirements set out in Article 9 of RegulationAs with any

other certification systemhdér useis without prejudice to thdegal responsibilityand
obligationsunder this Regulatiofor operators and tradets exercise due diligence.

2. LEGAL BASIS,SUBSIDIARITY AND PROPORTIONALITY
. Legal basis

EU competence to act in the area of deforestation and forest degradation stems from the
articles of the Treaty on the Functioning of the European Union (TFEU) related to the
protection of the environme n preséving, protecting, g t o
and improving the quality of the environment, protecting human health, prudent and rational
utilisation of natural resources, promoting measures to deal with regional or worldwide
environmental problems, and in particular combatting elienchangé ar e defined
objectives of the Union policy on the environment. The adoption at Union level of measures
aiming at combatting deforestation and forest degradation will contribute to reducing the
emissions of greenhouse gas (GHG), increasimgaté change resilience and reducing the
human impact on biodiversity and thus will provide a significant contribution to each of the
objectives of the environmental policy. Article 192 TFUE should thus be used a as a legal
basis of the proposal.

As manyenvironmental issues, the consequences of deforestation in one area can have global
impacts. It is thus appropriate thlawth domesticproductsand products released for free
circulation or exported are covered by the proposal under the proposed legall baswill

allow to comply with Article 191(2) TFEU which requires the Union policy on the
environment to aim at a high level of protection and with Article 3(3) of the Treaty on
European Union (TUE) according to which promoting a high level of proteciad of
improvement of the quality of the environment is defined as one of the objectives of the
Union.

Article 192 (1)theEtrégptan Parliamert sand tthe £ouncit; acting in
accordance with the ordinary legislative procedure and after @ling the Economic and

Social Committee and the Committee of the Regions, shall decide what action is to be taken
by the Union in order to achieve the objectives referred to in Articl&é 191

10 Commission Delegated Regulation (EU) 2019/807 of 13 March 2019 supplementing Directive (EU)
2018/2001 of the European Parliament and of the Council as regards the determination of high indivset land
changerisk feedstock for which a significant expansion of the production area into land with high carbon stock
is observed and the certification of low indirect lars® changeisk biofuels, bioliquids and biomass fuédJ

L 133, 21.5.2019, p.-T7).

4 EN



EN

. Subsidiarity (for non-exclusivecompetence)

The main drivers of deforestation and forest degradation are linked to both the EU market and
international trade. Action at EU level is required to address the EU consumption footprint
and international trade issues in a coordinated and harmonised waypwalviding the legal
certainty and clarity, necessary for the proper functioning of the EU market. In the absence of
a harmonised approach, measures restricting internal trade would be taken by several Member
States, hence disrupting the functioning loé tinternal market. This would have a serious
impact on the functioning of the EU market, jeopardize the ability of European operators to
source products/commodities in the scope of this Regulation as well as undermine the
credibility of EU measuresOther Member States might decide not to adopt any measure
limiting the potential impact of the measures undertaken by others on ddforesta

The supply chains for the products covered by the initiative are international and very often
global. The EU experiae in dealing with complex suppbhain issues (e.g. stemming from

the illegal logging related legislatioshows that iis instrumental to ensure a level playing
field for operators in terms of requirements to be met before placing products (commodities
and derived products) on the EU market for the first time.

The absence of applicable rules at the European level puts responsible business operators that
are ready to clean up their supply chains at a competitive disadvantage and rewards
unsustainable bekimur. Therefore, while environment is a competence shared between the
EU and the Member States, EbWvide measures are necessary to ensure a common
understanding of deforestation and forest degraddtesn supply chainsto increase the
transparency of siacsupply chains as well as to allow, by the scale of the action, a significant
impact on deforestation.

In so far as the present initiative covérsth goodsreleased for free circulation or exported

from the Union marketaction at Union level would bmore effective than action at national

level as it would prevent possible adverse impact on the functioning of the internal market and
on trade aspects. EU action can therefore complement and strengthen national efforts of
Member States. Were the EU notdct, the problem of deforestation and forest degradation
related to EU consumption would persist and further deteriorate. This could negatively affect
the EU's efforts in the field of global biodiversity protection and climate change.

. Proportionality

With this legislative initiative the EU steps up its action against deforestation and forest
degradation by establishing a regulatory framewardkich aims to be ahitious and
implementable, and which incentivises ttransition to sustainable supply chains all
producing countries, within or beyond the EU. This would make the EU a credible global
standaresetter. The minimum monetised benefits clearly offset the costs. The initiative is also
in line with the gravityand urgencyof the problem it aims toatkle, as well as with the
priorities of the European Green Deal.

This legislative initiative aims at minimisirtge EU’ eontribution to deforestation and forest
degradation. This objective will be achieved by establishing a tiered, mandatory due diligence
system, relying on a deforestatinee definition, combined with a benchmarking system. As
analysed in thélmpact Asessment related to minimizing the risk of deforestation and forest
degradation associated with products placed on the &W r k dereinafter “Impact
Assessmeri}, it is expected that tlse measurewill be the most effectiven curbing EU

driven deforest@on and the most efficient among those screened in preparation of this
initiative. The findings of the Impact Assessment, demonstrateldgatly binding options
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(like deforestatiorfree requirement, mandatory due diligence, et@yld be more effective
than voluntarymeasures(like voluntary due diligence, voluntary labelling or voluntary
private certificatiofh. These findings wereorroborated by the outcome of the Open Public
Consultation,where theoverwhelming majority of stakeholders- businessessaociations
and NGOs— supported anandatory due diligence regime

. Choiceof the instrument

2

The proposed i1instrument is a “Regulation
of harmonization to avoid the coexistence of different standards between Member States,
which would undermine the fundamental principle of free movement of géodsgulation

will set direct requirements for all operators, thus providing the necessary legal certainty
and enforcement possibility of a fully integrated market across the EU. A Regulation also
ensures that the obligations are implemented at the samenrte and in the same way in all

27 Member StatesThe Regulation will alsoeduce uncertainties over timelinegluring the
transposition process typically associated with a Directive in an area where time and legal
certainty are critically important due toréwasted increases in market size and changes in
market dynamics more generally.

The instrumenhas also been designed as a fupnemof dynamic system to be ableadapt

to market developments and new data and scientific evidencEor this purpose number

of empowerments are foreseen for the Commissiomvhich will allow the development of
implementing measures, among others to publish the result of the country benchmarking and
to revise the commodaés in scope of the Regulation.

3. RESULTS OF EX-POST EVALUATIONS, STAKEHOLDER
CONSULTATIONS AND IMPACT ASSESSMENTS
. Ex-post evaluations/fithesschecksof existing legislation

The present initiative builds on the findings of the Fitness Check of the EUTR and FLEGT
Regulatiors, which has been carriedubconcomitantly @ the Impact Assessment for this
Regulation.

With regard to the EUTRhe Fitness check has shown that the EUTR resulted in an improved
situationin third countries, includingn countries that have chosen not to engage in VPA
processes. Main EU trade partners have taken steps to strengthen their forest governance
systems and reduce illegal logging to meet the requirements of the EUTR. The-E&J&R

if hampered by a number afeknesses in itdesign and enforcemechallenges- has shown

some positive results in terms of both effectiveness and efficiency. Its worldwide coverage
has provided the EU with a basis to work closely together with other consumer countries.
Other consumecountries and trade partners worldwide have adopted legislative approaches
similar to the EUTR In the broader deforestation context, this is particularly important to bear
in mind, as it shows that the EU, even with a decreasing market share, can imapacimnd

lead the way globally.

Despite the challenges experienced in its implementation, the findings of the Fitness Check
show that the approach adopted for the EUTdRie diligence- allows flexibility to respond

to new and emerging challenges linkiedillegal logging and illegal land use change. The
general requirement (due diligence) placed on all EU based operators also allows the
Regulation to be flexible to changes in trade patterns and changes in country risk profiles. The

6 EN
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proposed option wilintegrate and improve upon the framework set up with the EUTRhwh
would therefore be repealed.

The Due Diligenceprocedureset up under the EUTR will badapted andmproved in the
present Regulation, through the introduction of new features such aguéheliligence
statement Article 4), the geographic information requirement or gecation, linking the
commodities and products to the plot of land where they were prodactede 9), increased
cooperation with customg\(ticles 14 and24), minimum irspection levels (article 14) as well
as the country benchmarkingrticles 2526).

With regard to the FLEGT Regulation, the Fitness Check has confirmed the achievements of
FLEGT Voluntary Partnership Agreement s (VP /
participation and improved forest governance frameworks in partner countries and, at the
same time, highlighted a number of its shortcomings. It has also pointed out that there is
limited evidence thathe VPAs overall have contributed to reducing illdgalging. While the

EU systemestablished under the Regulatiovould be an efficient tool to lower the
compliance costs for EU operators, the main instrument for its operatadinadj i.e. the
VPASs, has not delivered. One of the main problems as regadsLEGT Regulation is the

fact that the main EU trade partners hawt shown interest to engage in VPA processes,
resulting in only 3% of timber import® the EUcovered by an operational VPA system.
Over 15 years after the FLEGT Action Plan set trastfar these processes in 2003, only one
country of the 15 with which the EU has engaged in a VPA process, has atmgpELEGT
licensing system in placandonly one country from the top 10 EU timber trading partners is
engaged in a VPA process.

To regect bilateral commitments the European Union has entered into and to preserve the
progress achieved with partner countries that have an operating system in place (FLEGT
licensing stage), this Regulation includes a provision declaring wood covered byGI FLE
license to have fulfilled the legality requiremeBtme VPA components might be integrated
where feasible and agreed by the partners spexific cooperation programmeike Forest
Partnershipsr others to further support forest governance

. Stakeholder consultations

The Open Public Congtation (OPC) carried out by the Commission in 2020 received nearly

1.2 million responses. Amajority of stakeholders agreed on the nded an EUlevel
intervention to reduce defdrestatiBnlandsforestadagation. b ut i o
Most stakeholders also agreed on setting out an EU deforediatordefinition as a
requirement of the policy intervention.

In terms of policy measures, the OPC showed stsangport for legally binding options
(deforestatiorfree requirement, mandatory due diligence, mandatory public certification, etc.)
while soft, voluntary measures like voluntary due diligence, voluntary labelling or voluntary
private certificationwere considered to lack in effectivene$te oerwhelming majority of
stakeholders— businesses assations and NGOs— supported a mandatory due diligence
regime, although thpreferreddetails of this system vary from onespondento anotherThe

detailed conclusions from the stakeholder consohati including the Feedback on the
inception impact assessment, the findings of the OPC and the outcome of targeted stakeholder
consultation, are included in Annex 2 of the Impact Assessment.

In line with the announcement made in the 2019 Communicatieriauhopean Green Deal,
the 2030 EU Biodiversity Strateggndthe Farm to ForlStrategy this initiative focuses on
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forests.The European Parliament and NGOs advocated for amsinal of other ecosystems
Based on the experience with existing legislatisach an expansion of the scope was
consideredpremature as the lack of practical experience woulddégimental tothe
effectiveness and enforceability of the policy measures hereby assessed. Hbwaveed
and feasibility to expand its scope to covisoadther ecosystems will be evaluatedpart of
an early review

. Collection and useof expertise

To support the analysis of the differentiops, the Commission awardedapport contract

to extermnal exper t simpactassessment onydenandtsidetmeasures tou d i e
address deforestatitin, aSupgort Study for a Fitness Check of the EUTR and FLEGT
Regulatiori. These studies provided part of the analysis and data underlying the policy
options presented in the Impact Assessment &n turn, in the present Regulatiofhis
initiative also builds on t he Ceftificatiani ang s of
Verification Schemes in the Forest Sector and for \mas®d Productswhich has been

carried out concomitantly to the Impakssesment.

The Commission also availed itself of inputs provided during the meetings of the Commission
Expert Group/MultiSt a ke hol der Pl atform on Protecting
including the EUTRand the FLEGT Regulation. Since the laurméhthe roadmap for this
legislative initiative in February 2020the group has met nine times in different
configurations— and included four specific workshops to gather inputs on policy options
studied in thémpactAssessment.

Alongside the abovenentoned support studies, Expert Group meetings, and stakeholder
consultéions, the Commissionlao paid close attention tdv¢ European Parliament resolution

of 22 Ocbber 2020 with recommendations to the Commission on an EU legal framework to
halt and revers EU-driven global deforestation (2020/2006 (INL)), as welltlzes positions
expressed by the Council of the EU, in particular the Council Conclusions on the 2019
Communicatiort?

° Impact assessment

A total of 17 policy measures were considered inititeal viability screening carried out in

the preparatory Impact Assessment. This initial lisippofential measures covered a wide
range of possible interventions, including both regulatory andregulatory instruments.

The viability screening assessealch policy measure against a number of criteria such as the
legal, technical, political feasiltiy and proportionality, their potential effectiveness and
efficiency as well as feedback received from stakeholders, EU Member States and third
countries.

Onthe basis of the viability screening, five policy options were retained and studied in further
deail: 1) An improved mandatory due diligenpeocedure 2) a benchmarking system and a

list of contravening operators combined with a tiered improved manddte diligence
system 3) a mandatory public certification combined with an improwvke diligence
requirement; 4) mandatory labelling combined with an improved due diligence requirement;
5) a deforestatioffree requirement for placing on the EU markgimarted by benchmarking

and country card systems.

n Conclusions of the Council and of the Governments of the Member States sitting in the Council on the
Communication on Stepping Up EU Act i e@ouncilcondlusiens e ct an
(15151/19 ofl6 December 2019)
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All policy options considered build on common elenserdf) A deforestatioffree definition,

based on the FAO definitionyith which products need to comply; and an additional
requirement for products to Ibegal according to the laws of the country of production; 2) A
product scope, which is relguly reviewed and updated, focusing on commodities with the
highest EU embodied defatation (beef, palm oil, soy, wood, cocoa, and coffee) and related
products 3) A prohibition to place commodities and products on the EU market that are
associated with deforestation and forest degradation and which have not been produced in
compliance with applicable and relevant legislation of the producer cou@pésns 2 ¢ 4

are combined with a mandatory due diligence requirement as proposed under option 1.

The preferred optiowasnumber 2. ltcombines a due diligence requirement vatisountry
benchmarking system that will categorise countries taking into account dafiaresand
forest degradation linked to the relevant commoditdsngside criteria related to the

countries’ engagement 1in figh.tTharegwil bethreer e st a

categories of countries— low, standard and high risk. The obligms for operators and

Me mb e r States’ authorities withdtthevcauntsy ofa c c or ¢

productionrepresentswith simplified due diligence duties for low risk and enhanced scrutiny
for high risk countries.

It is expected that thareferred option would prevent deforestation dritagrEU consumption

and production of the six commodities included in the scope, with projected benefits well
above 71,920 hectares of forest less affected bydié¢n deforestation and forest
degradationannually by 2030. This would also mean a reduction of at least 31.9 million
metric tons of carbon emissions to the atmosphere every year due to EU consumption and
production of the relevant commodities, which could be translated into economic savihgs of a
least 3.2 billion EUR annually. In addition, this option is expected to decisively contribute to
protecting biodiversityvhich is on its turn also strongly linked to preventing climate change.

This option should alscontribute to achieving the specifibjectives of the EU intervention,
namely creating a level playing field for companies operating in the EU market; minimising
the consumption of products coming from supply chains associated with deforestation or
forest degradation; and increasing EU detnanf or and trade i#drkegal
commodities and productsSmallholders producing the relevant commodities may face
adaptation challengegll these factors are expected to be mitigated by the proposeuffcut

date of 2020,as most produst currently in trade would be sourced from land put into
production prior to 2020

. Regulatory fitnessand simplification

This Regulation is expected to create a level playing field for companies operating in the EU
market. Producers implementing moretaimable productiorand transparent supply chains

are expected to gain share in the EU market and incréasecompetitiveness compared to
producers causing deforestation independent of their $lze main driver for costs of due
diligence obligationss the complexity of supply chains and the risks associaitd the
sourcing countrynotthe companieés s i z ¢ .

While implementingdue diligenceproceduregand, where required, shifting supply ch&in
may be more challenging for SMEshe due diligencerequirementcombined with
benchmarkag would allow SMEoperators and traders to benefit from lower costs of the
simplified due diligence bgpting forproductsstemmingfrom low-risk supply chains.
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The proposal includes dhl nf or mat i on and e m8 mihAmthatwodlde o 2 99 y
enable the electronic processing of information both among competent authorities and
between those and the economic operators. This system will facilitate and streamline the
duties of operators and the enforcement by compatehorities.

. Fundamentalrights

The proposed policy option will require products to have been produced in compliance with
the deforestatioffiree definition and with the laws of the country of production. This entails
that labour, environmental and human rights laws applicable in thargoafproduction

(both national and international) will need to be taken into account when assessing the
compliance of products with this initiative. This includes the rights of indigenous peoples,
which is expected to contribute to protecting the rigiiteulnerable local communities.

At Union’s level, the proposal respects the
particular its Article 2 (right to life), Article 8 (protection of personal data), Article 16
(freedom to conduct a business), Adid 7 (right to property) and Article 37 (environmental
protection).

In accordance with Article 52(1) of the Charter, any limitation on the exercise of the rights
and freedom recognised by the Charter by this legislative proposal are provided by the law
and respects the essence of those rights and freedoms. Subject to the principle of
proportionality, limitation are made only if they are necessary and genuinely meet the
objectives of general interest recognised by the Union or the need to protect thefrights
freedoms of others. Ensuring a high level of environmental protection and the improvement of
the quality of the environment constitutes, in particular, an objective of general interest
recognised by the Charter which might justify limitations to oftledamental rights.

4. BUDGETARY IMPLICATIONS

The legislative financial statemat attachedto this proposalsets out the implications for
budgetaryhumanandadministrativeresources.

A total budget of EUR 16,19000 is foreseen for the setting up and lengentation of the

Regulation during the first five years of operation (provisionally foreseen from 2023 to 2027.)

This includes a budget of EUR680000 under Heading 7 of the Multiannual Financial
Framework (MFF) for human resources (five additionalf $taDG ENV implementing the

Regulation and international cooperation, two additional staff in DG INTPA for the related
cooperation and devel opment and 1 staff 1 n
obligations) and other administrative expenses. It alstudes a budget of EUR 9,869,000

under Heading 3 of the MFF. The latter is linked to support various implementation tasks
related to the legislative provisions that will be carried out by Commission services from 2022

to 2027, including procurement andi@atial administrative arrangements.

5. OTHER ELEMENTS
. Implementation plans and monitoring, evaluationand reporting arrangements

Me mb e r &utharittee dtablycompetentauthorities as described in Chapter 3) are
responsible for the enforcemenitthe present Regulation. For that purpose they shall draw up
inspectionplans based on a ridkased approach, taking into account the risk level assigned
through the country benchmarking system. The reporting framessbaklished in Articl0
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buldsm the experience of the EUTR and aims at
monitoring activity, the content and the quality of checks as well as their follow up.

The system should be reviewed aftiereeyears of full operation to identify any isss and
potential improvementsand every five years thereaftéurticle 32 specifically envisages that

the first review should include an assessment of the need and feasibility of extending the
scope of the Regulation to other ecosystdm addition,at the latest two years after the entry

into forcethe Commissiorwill carry out afirst review of Annex I, following indications
provided by scientific evidence.

. Detailed explanation of the specificprovisions of the proposal
o Article 1 : Subject matterral scope

Article 1(1) lays out the scope of applicaticationae materiaef the Regulation by defining
“relevant (.. aattle, ¢acaa,i coftee, oil palm, soya and wood) esldvant
products (i.e. thoselisted in Annex ] that contain, have been fed with or have been made
using relevantommodities), to which this Regulation will apply. It also clarifies that the
Regulation will apply equally tdéhe placing and making available on the Union market, as
well asto the exporfrom the Union

Paragraph 2 clarifies the applicatimtionae temporiof this Regulationestablishing that it
will not be applicabldo relevant commodities and products placed on the Union mairrket
exported therefronthat were produced before the elat the entry into force, as foreseen in
Article 36.

. Article 2 : Definitions

Article 2 establishes the definitions used throughout the rest of the operative part of the
Regulation. These include definitions [paragraghdd (8)] required to make operanal the

core objective of the instrument, e.g. deforestatiorest, plantations, deforestatifmee and
produced. The definitions rely to the extent possible in concepts developed at international
level, in particular withifFood and Agriculture Orgaration of the United Nation&AO).

The establishment of a deforestatioee definition is one of the major innovations of the
proposed Regulation in relation to the EU Timber Regulation. The results of the Impact
Assessment showhat setting a common requirement for products and commodities,
regardless of their country of production, is expected to increase the effectiveness of the
policy intervention by preventing loopholes associated with legal deforestation and by
facilitating implementation via remote monitoring. In addition, the deforestditem
definition is expected to prevent the creation of wrong incentives for partner countries, who
might otherwise be tempted to lower environmental standards to facilitate the acttess of
products to the EU if only legality controls were established in the proposal.

The definition of deforestatiofiee sets a cubff date 0f31 December 2020rhis means that
no commodities and products in the scope of the regulation would be altovesderor exit
the EU market if they were produced on land subject to deforestation or deggsidation
after that date.The proposed dateaninimises disruption of supply chains and potential
negative impacts in partner countries. It corresponds tonatienal commitmerstto halt
deforestation as for example included in the Sustainable Development Goal$g.2.)

The rest ofthe definitions[paragraphg9) to (30)] refer to the duty holders and the activities
regulated, such as operator, tradercipig on the market, making available on the market, etc.
To the extent possibléhey are based on concepts already existing in EU larel@vant
internal market and customs legislatiaand also addresses specific issues emerged in the
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implementation othe EUTR The definitions have slightly been changed with regard to the
Impact Assessment with the aim of increasing their legal precision and of accommodating the
new developments in related EU legislation

. Article 3: Prohibition

Article 3 serves as a amrstone of the Regulation by clearly outlining the prohibition of
placing or making available on the Union markat exporting from the Union markete
relevant commodities and produdts scopethat are not compliant with this Regulatjon
accompanied by the clarification that a due diligence statement is always necessary when
carrying out such commercial activitieehe reference to deforestation (a) and legality (b) is
necessary to allo@ddressingcomprehensivelyhe main objectiveof this Regulation

The prohibition in(c) complements the others by creating a general obligation to submit due
diligence statements when placing relevant commodities and products on the market. This
prohibition ensures that operators become aware of their duties to exercise due diligence and
are discouraged from omitting due diligence procedures. Based on the experience of the
EUTR, this requirement will facilitate enforcement and where necessary legal action to
remedy or sanction such infringements.

o Article 4: obligations of operators

Article 4 defines the obligations for operators under the Reguldtiatescribes the due
diligence procedure and thus serves as the general rule on obligations of operators.
Paragrapi places on operators the obligation to perform due diligence for elars
commodities and products ensure their compliance with the prohibition ofiélg 3(a) and

(b) and to submit a due diligence statement prior to placing them on the Union miarket
exporting therefromThe necessary information required by the diigethce statement is
spelled out in Annex Il.

Paragraph 2 outlines the specific procedure that governs the submission of due diligence
statements. After reaching the conclusion that the relevant commodity or product is compliant
with the Regulation, theperator must submit a due diligence statement to the information
system g¢eeArticle 31) before the commodity or product is placed on the maRatrelevant
commodities and productehich are placed under release for free circulation or export
reference must be made in the customs declaration to the due diligence statement, which will
allow the necessary close cooperation between customs authorities and competent authorities.
According to paragraph, ®perators assume responsibility for the cbhamze of products by
drawing up a due diligence statement. Paragraph 4 explicitly requires operators to refrain
from placing on the marketr to export without prior submission of a due diligence statement.
Paragraph 5 establishes the same obligationev{igrrelevanproductsor commodities do

not ful fil tfhree ¢’ d eofr o rel set gaaot (Rywiyeire the dug diligeneeme nt s
has come to the conclusion that the risk of beingemwmpliant is not negligible i3) where

due diligence proceduilgas not been completed. Paragrépibliges operators to take action

and inform the competent authorities if new information becomes available after the due
diligence procedure has been concluded and the statement submitted

o Article 6: Obligations of tradrs

For the purpose of this Regulation, like 1n
legal person who, in the course of a commercial activity, makes available on the Union
market relevant commodities and prodiigisrticle 2(j)]. In genergltradersare subjected to

lighter obligations than operators since by the time a trader can dispose of relevant
commodities or products, these have already been placed on the market. However, traders,
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especially large traders have a significant influemsesupply chains and play an important
role in ensuring that relevant commodities and products are deforedtagon

That is why this Article differentiates between obligation applicablarge traders that are

not small and mediursized enterprises MES) and obligations applicable to traders which

are SMEsAccording toparagraphs 2 and 8aderswhich are SMEsre requiredo collect a

record of their suppliers and customers, keep that information for at least five years and make
such information aailable to competentauthorities upon request. This requirement is
estimated to involve only negligible costs, as such information can be expected to be part of
normal business operation. Tradevhich are SMEsare also expectetb take action and
inform the competent authorities if new information becomes available regarding the non
compliance of their commodities and prodygtaragraph 4)

Converselyjarge traders that are not SMEs are subject to the same obligasiopsrators
(paragraph 5)Therefore large traders have to subraitdue diligence statement according to
Article 4, thereby becoming liable for compliance of the relevant commodity or product with
this Regulation. Moreoverthey are subject to the same due diligence procedure than
operators: in addition tthe gathering of information, they have carryt oisk assessment
according to Aticle and, where necessary, risk mitigation according to Article 10. Traders
that are SMEare dispensed from these obligations. Likewise, large traders are subject to the
same checks on operators as foreseen in Article 15, whereas traders that are SME are subject
to checks referred to in Article 16.

o Article 8: Due diligence

Article 8 outlines the due diligence procedure that constdutge obligation of operators
according toArticle 4(1) and traders that areohSMEs according to Article 6(5Any due
diligence procedure should ensure that the riskafcompliantrelevant commodities or
products being placedr exported fronthe EU market is negligible. To do so, operators and
non SMEs traders shall gather all releviaformation (as indicated inricle 9)— step one of

due diligence proces©n the basis of that informatidhey shall idaetify and assess the risk

of possible norcompliance of relevant commodities and products with the requirements of
this RegulationArticle 10(1) to (4) and 10(6)} step two of due diligence process. Where
necessary, they shall adequately mitigate swsktsio a negligible level [Article 10(5)] step
three of the due diligence process.

Due diligence needs to be carried out prior to any placing of relevant commodities and
products on the EU market or prior to exporting from the EU market. If the concloitbe

risk assessment is that the risk of fammpliant commodities or products entering the EU
market is nomegligible, the operator needs to take risk mitigation measures that are adequate
to lower the risk to a negligible level. If there is no asdesthe applicable legislation or other
relevant information, the risk cannot be fully assessed and thus not mitigated to a negligible
level. If the risk cannot be mitigated to a negligible level, the operator shall not place the
relevant commodities orpducts on the EU market [Article 101

o Article 9: Information requirement

A major innovationcomparedto the EUR, is the geographic information obligation
contained in Article 9, which requires operators to collect the geographic coordinates-(or geo
location via latitude and longitude) of all the plot(s) of land where the relevant commodities
and products were produced. As deforestation is linked to-usead¢hange, monitoring
deforestation requires a precise link between the commodity or product placeéxported

from the EU market and the plot of land where it was growraised
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Requiring the plot of land or farm where the commodity has been prodiload for the use

of satellite imagesind positioning- widely available and fre®-use digital tools- to check
whether a product or commodity is compliant or r@&eographic information othe plot of

land and satellite monitoring is a fieldsted cmbination that has proven in the past to be
able to curb deforestation in a given aseal isexpected to boost the effectiveness of the
policy intervention while also making fraud in supply chains more complicated and easily
detected.The Union has deveped its own satellite Positioning, Navigation and Timing
(PNT) technology (EGNOS/Galileo) and its own Earth observation and monitoring system
(Copernicus). Both EGNOS/Galileo and Copernicus offer advanced services, which provide
important economic beneditto public and private users. Therefore, satellite images and
positioning stemming from the use of EGNOS/Galileo and Copernicus can be part of the
information used for compliance checks.

Geographic information linking products tiee plot of lands alrealy used by industry and
certification organizations, as well as on relevant EU legislation. Dire(f\@ 2018/2001
requiresinformationont he “sourcing area” AsedesofEUd rlbsl e ma t i
ensures the traceabdétatlh, d9fibelkddi“fg owmi dime:
bovine passports and a computerised database.

. Article 10: Risk assessment and mitigation

Article 10 outlines the steps to be undertaken to assess and mitigate the risk that relevant
commodities and productssaxiated with the deforestation and forest degradation are placed
on the market. As such, this Article describes in detail the criteria and the modalities to carry
out risk assessment and risk mitigatienrespectively step 2 and step 3 of due diligence
procedure as introduden Article 8. Paragraph 1 of Article 10larifies the purpose of risk
assessment, that is to identggssible norcompliance of relevant commodities and products
with this Regulation and establishethe central obligation for operas not to place the
relevant commodity or product on the markatess theyxannot demonstrate that the risk of
non-compliancas negligible. The notion of negligible risk is defined in Article 2(18) as when
afull assessment of both the prodggiecific and the general information on compliance with
Articles 3(a) and 3(b) by relevant commodities or prodsictsvsno cause for concern

While building on risk assessment criteria established in the EUTR, painagrdurther
gualifies them and provides additional indications to the operators about the elements to be
taken into accountreflecting the fact that this Regulation focuses on both legality and
sustainability (i.e. deforestatienee). Beyond the risk @l set by the country benchmarking
system, the list includes information on the country/area of production, features of the
relevant commodity and product and of the supply chain, as well as other relevant
complementary information such as certification ather thirdparty verification tools,
provided that they meet the information requirements set out in Article 9.

o Article 12: Simplified due diligence

Article 12 describeghe obligations stemming from sourcing relevant commodities and
products from a countrgr pars thereofthat has been assessed as low risk according to the
country benchmarkingutlined in Chapter AVhen the country of productiasr pars thereof

is low-risk under the benchmarking, operators are still under the obligatieseen in Article

9 — step 1l of due diligence proceduregi.to collect information, documents and data
demonstrating that the relevant commodities and productoarpliant with Aticle 3 of this
Regulation However they are dispensed from carrying out the second and third step of the
due diligence process, i.e. the risk assessment and risk mitigatidescribed idrticle 10.
Therefore in this caseperatorsare in principle notequired todemonstrate that the risk of
norrcompliance is negligible
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However, should the operator beade aware for example through the collection of
information, of any information regarding specific risk of remmpliance, all obligations of
Article 8, and therefore all the three steps of due diligence procedure, have to be fulfilled
[Article 12(2)].

o Article 14: obligations to perform checks

Article 14 lays dowrthe general obligations of competent authorities under the Regulation.

Its paragraphs 1na 2 establish the central obligation of competent authorities to carry out
checks on operators and traders to assess their compliance with due diligence requirements,
and also to establish whethte relevant commodities and products placed or madeahigail

on the Union market or exported from it are compliant with the Regul&@magraph 3 refers

to the riskbased plan, a key tool that should guide the checks conducted by the competent
authority. The plans for checks should include risk criteria ty @t risk analysis of the due
diligence statements. The plans should be regularly reviewed in light of the results of its
implementation. Those operators and traders showing a consistentettactt of compliance

should be subject to a reduced frequeoicchecks.

Paragraph 4 requires competent authorities to carry out the risk analysis of due diligence
statements by electronic data processing techniques integrated in the information system set
up in Article 31.

Paragraph 5 sets out that the rastalysis should allow the competent authorities to identify
the operators or traders, or relevant commodities and products, to be checked.

Paragraph 6 requires competent authorities to take immediate action in case the risk analysis
reveals that certain oomodities and products present high risk of -sompliance. Such

action may entail interim measures to suspend the placing or making available on the market
of the commodities and products. In case of goods entering or leaving the Union market, and
once tle electronic interface set out in Article 26(1) is in place, the competent authorities can
request customs authorities to suspend the release for free circulation or the export of the high
risk goods.

The temporary suspensions of higek commodities angroducts should allow competent
authorities to perform the necessary checks on the compliance of the commodities and
products. Paragraph 7 establishes an initial period of suspension of 3 working days, which can
be extended if competent authorities regudditional time.

Paragraph 8 requires the competent authorities to exchange information and coordinate the
development of the risk criteria included in the plans for checks. This should foster a uniform
application of the Regulation and improve its efifeeness.

Paragrapl® establishesn important obligation for Member States to ensure effective checks
through their competent authorities. The two parameters in use guarantee that a certain
number of operators and traders is checked, whilst also magj@rcertain percentage of the
market value in each category of commodities and products. One dimensional approaches
such as checking few operators and traders with a vast market share or checking larger
numbers of small operators and traders with a nibtgignarket share would not give this
Regulation the necessary effectiveness and are therefore ruled oatagrgph 5.The
percentages of coverage are necessary to enable a comprehensive control of the market that
dissuades potential infringements

Pargraph 10 refers to the country benchmarking system and establishes the necessity of
enhanced scrutinyAfticle 20) carried out by the competent authorities with regard to
commodities and products produced in higtk countriesor parts thereoflt thus canects
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the duties of the ampetentauthorities with the thredier system of benchmarkingag
described in Article 2).

Notwithstanding the importance of checks conducted in accordance with thdiasisét plan,
paragraph 11 clarifies that competent auttes shall also carry out checksitside the scope
of such planswhen they comein possession of evidence or other relevant information,
concerning potential necompliance with this Regulation.

o Article 15 Checks on operators

This Article lays down thebligation of competent authorities wittregardto checksto be

carried out on operatark builds on Article 10(3) of the EUTR, though it provides additional
clarity and guidance on specific criteria for checks to be conducted by Competent Authority
to better analyse relevant documentation of due diligence system in use, and to better assess
the risk of norcompliance. Clear standards for compliance checksdimpetentauthorities

are an essential element to ensure an effective and uniform application of this Regulation
across the Union.

Paragraph 2distinguishes betweemandatory and faculi@ge measures. The mandatory
measures referred to in letters (a) to (d) include checks on due diligence documentation and
procedures that do not require technical analyses of products or otk#e @ttivities by
competent authorities. Facultative measuin letters (e) to (h) include <@ite inspection and
technicaland scientificchecksadequateto determine the exact placghere the relevant
commodity or product was producadd whether it was deforestation free.

. Article 19: Reporting

Article19out 1 ines Member States’ reporting oblig:
proposed Regulation. This ri#cle builds on Article 20 of the EUTR (Reportingas
subsequently amendday Regulation 2019/1010which aligned reporting obligations in
envionmental legislatiolf. Therefore Article 19 confirms that Member Stategall reporon

the application of this Regulation on an annual basis (paragraph 1) anldetGatmmission

services will make publicly available, on an annual basis, a Umide overview on the basis

of the data submitted by the Memi&tates (paragraph.3)

Paragraph 2 further qualifies the information Member States are to provide so to strengthen
reporting obligations and to enable the Commission to analyse more accuratealglttyeof]
Member States’ .nhhisnin line with theg findingst thevEuropgan Court of
Auditors Special Repo1/2021which highlightedthe shortcomings of the reporting system

under the EUTRE, and will allow the Commission to address effectivy t h e Cour
recommendation tetrengthen its review of Member State chétks

o Article 20: Enhanced scrutiny

12 Regulation(EU) 2019/10100f the EuropeanParliamentand of the Council of 5 June2019 on the alignmentof

reporting obligationsin the field of legislation related to trenvironment, and amending Regulations (EC) No 166/2006

and(EU) No 995/2010of the European Parliament and of the Council, Directives 2002/49/EC, 2004/35/EC, 2007/2/EC,
2009/147/EC and 2010/63/Etd the European Parliament and of the Council, Council Régns (EC) No 338/97 and (EC)

No 2173/2005, and Council Directive 86/278/EEQJL170/126 of 25.6.2019)

13 ECASpeci al Report 21/2021: “EU funding for biodiversity
r e s u $ee ndtably paragraph 3&h e r e t h Repogtioguunder. the “Timber Regulation does not provide the
information with which the Commission can analyse the qual
defining illegal logging or the procedures used for chedksr does it require Member States to substantiate their replies

with supporting documents that would allow it to verify the accuracy or completeness of the inférmation

14 See Recommendations 2.8heé Commission should: (a) assess the potential foingadgislative proposals with
the aim of strengthening its review of Member State checks on the Timber Regulation
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When relevant commodities and products are sourced from a courngays thereofthat has
been assessed as high risk according to the cobatrghmarking system outlined in Chapter
5 they are subject to enhanced scrutiny by the reles@npetentauthorities. Unlike Article

12, Article D doesnot qualify a different set of due diligence obligations for operators or
traders.

Competentuthorities shall ensure that the checks they carry out on an annual basis cover at
least 15% of the operators, as well as 15% of the quantitglevant commodities and
products produced in higisk countriesor parts thereof.

It should be highlighted #t according to Article 2at the entry into force of the Regulation,
all countries will be assigned a standard level of risk. Therefloeeabove obligations will
arise forcompetentauthorities as soon as a higlsk countryor pars thereofwill feature in
the list to be published by the Commission according to Artig{@)2and as long a®levant
commodities and products producediinigh riskcountry or parts thereoére placed or made
available in their market.

° Article 22: Market surveillanceneasures

Article 22 sets the obligation focompetentauthorities to act without delay once they have
established that a relevant commodity or product is not compliant with this Regulation. In this
casecompetentauthorities shall require that the relevaperator or trader takes appropriate
and proportionateorrective action to bring the namompliance to an end.

Paragrapl2 outlines the possible corrective measures the operator or trader can be required to
undertake.This provision draws specificalljrom Article 16 of the Market Surveillance
Regulatior®; according to Article 3ofiERe gul a € ¢ @ h 1 ‘any measunesaimé&d at
achieving the return of a product that has already been made available to the end user
whereas ° wi t lanymeasure laimedatepreventinga product in the supply chain
from being made available on the maiket

. Article 23 Penalties

Article 23 establishes thebligation of Member Stateto lay down rules onpenalties
applicable to infringements of this Regulatidie existence and the application of effective
proportionate and dissuasive penalties in the national systems is a critical element to element
the effective and uniform implementation of this Regulation across the Union.

Therefore, paragraph 2 provideg tist of penalties to be established in national legal systems
This list include fines, the confiscation of the relevant commodities and products as well as
the confiscation of revenues, the suspension or prohibition of relevant economic activities and
the exclusion from public procurement processes for the operators and traders that violate the
Regulation. Member States legislation must provide for a variable amount of fines in
dependence on the annual turnover of the operator or trader that violaRegthiation. This

is especially relevant as a disincentive for large operators and traders that are not SMEs to
violate the Regulation. It thus serves the purpose of establishing effective, proportionate and
dissuasive penalties.

° Article 24: Controls

Article 24 provides the rules for controls on relevant commodities and products placed under
the customs procedureelease for free circulatiomr ‘export.

15 Regulation (EU) 2019/1020 of the European Parliament and of the Council of 20 June 2019 on market surveillance
and compliance of productsid amending Directive 2004/42/EC and Regulations (EC) No 765/2008 and (EU) No 305/2011
(0J1169/1 of 25.6.2019)
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Paragraph Z2establishes that the competent authorities are responBbleverifying
compliancewith this Regulation, including for commodities or products entering or leaving
the Union It also clarifies the interaction with the provisions of Regulation (EU) 952/2013
and Regulation(EU) 2019/1020 Paragraph 3 identifies u s t eatesragle consistingin
controlling the correct declaratioaf relevant commodities and products entering or leaving
the Union market.

The due diligence statement in relation to a relevant commodity or product entering or leaving
the Unionshall be registered in the Informani System referred to in Article 31. According to
paragraph 4, the said Information system will then assign a reference number to the due
diligence statement, which shall be made available to customs when lodging the customs
declaration for release for fecirculation or export of that relevant commodity or product
except where the due diligence statement is lodged pursuant to Aé(2)e 2

Paragraph 5 requires that when a customs declaration for release for free circulation or export
of a relevant comudity or product entering or leaving the Union market is lodged, customs
authorities shall verify the status of the due diligence statement related to that relevant
commodity or product using the electronic interface referred Aatiole 26(1).

Paragrap 6 sets out that kere the risk analysisarried out by competent authorities
according to Article 14(4gstablishes that a relevant commodity or product presemigha
risk of noncompliance with the requirements of this Regulation, the statuseofdth
diligence statement related to tlatevant commodity or product is modified accordingly in
the Information System. In such circumstancesstoms authoritieshould suspend the
release for free circulation or export of that relevant commaodity or produc

Paragraph 7 indicates the conditions under which customs authorities alowld relevant
commodity or product to be released for free circulation or exported.

Paragraph 8 establishes the course of action inthassompetent authorities conclude that a
relevant commodity or produentering or leaving the Union markist not compliantwith

this Regulation. In that caseompetent authorities shouldhange the status of the
corresponding due diligence statementoagmgly in the Information System and may also
indicate in the Information System that they object to placing the relevant commodity or
product under other customs procedures.

Upon notification of that status, customs authorities showaldallow the rekase for free
circulation or export of that relevant commodity or product and shioalddea notice in the
customs dat@rocessing system and, whesessible on any documentaccompanying the
relevant commodity gproduct

Where therelevant commodity omproduct is subsequently declared fother customs
procedurs and provided that theompetentauthoritiesdid not objectto such placementhe
notice shall be includeith the customs declarations by the operators and registerddr the
same conditionsin the customs dafarocessing systenand, where possible, othe
accompanying documentised in connection with any such procedures

According to paragraph 10ustoms authorities may destroy or otherwise render inoperable a
noncompliant relevant comatity or productupon the request of the competent authorities

or wherethey deemt necessary and proportionate. The cost of such measure shall be borne
by theholderof therelevant commodity goroduct.

o Article 25: Exchange of information and cooperation among authorities

This Article sets out an obligation for competent authorities, customs authorities and the
Commission to cooperate in implementing the Regulation (paragraph 1).
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Paragraphs 2 and 3 edligh a link to the cooperation and exchange of information
mechanisms undé&egulation (EU) No 952/2013

. Article 26: Electronic interfaces

Paragraph 1 requires the Commission to set up an electronic interface to connect the EU
Single Window Environment tdhe information system established under Article 31.
Paragraph 2 establishes the basic functionality of such interface and paragraph 3 empowers
the Commission to adopt implementing acts to define the detailed data and functioning of the
interface.

° Article 27: Assessment of countries

Article 27 introduces the country benchmarking system, which is a key feature of this
Regulation. The objective of the benchmarking is to incentivise countries to ensure stronger
forests protection and governance, fazilitate trade ando better calibrate enforcement
efforts by helpingcompetentauthoritiesto focus resources where they are most needed, and
to reduce companiesompliance costs.

Through the benchmarking system, the Commissionasgkess the risk that countries or parts
thereof produce relevant commodities and products that are not deforeBtsiohe
benchmarking systemill assigneach countryr parts thereobne ofthree possibléevelsof
risk: low, standard and high riskt the entry into force of the Regulation, all countries will
be assigned a standard level of rifke assessmemtill be based othe criteria outlined in
paragraph 2.

Paragraph 3 outlines the procedure to be followed byCtimamissionprior to changinghe
existing risk categoryor a countryor parts thereofThis will include the invitation to the
countryto respondwithin adequate timand toprovideinformation deemed usefuhcluding
on measures taken by the couritryemedy the situation

The Commission would make the country risk categorisation publicly availapbléhe
adoption of Commission implementing aetisd will update thdist where necessaryyhen

the emergence of new scientific evidence requiresTlie obligations for operatorand
MemberStatescompetentauthoritiesare differentiatecaccording to the level of risk of the
country of productionor parts theregfwith simplified due diligence duties faperators
sourcing from low risk countries or parts thereéfticle 12) and ehanced scrutinyor
competent authorities operating checks on relevant commodities and products produced in
high riskcountriesor parts thereofArticle 20).

J Article2: Nat ural or [l egal persons’ substa

According toArticle 15and 16, acompetent authority may carry out checksoperatorsand
traders when it is in possession of relevant informatrariyding on the basis of substantiated

concerns provided by third parties. As per Articl2l}( “ s ubstantiatweld c¢onc:«

founded claim based on objective and verifiable information regandamgcompliancewith
the present Regulation and which may require the interventioongpetenauthorities’ .

The substantiated concerns may refer to specific shipments, suppfierafors, traders or

any situation in specific countries pfoductionthat generate risks of relevant commaodity or
product being placed on the market and which, as a result, may require the intervention of
competent authoritieSubstantiated concerns rgealso part of the system established in the
EUTR [(Article 10(2)]. Article29 builds on that experiences and clarifies tidigations of
Competent Authority to assei®e substantiated concesrand take the necessary operational
steps that may be regead to detecbreachesnd to preventhe further placing and culation

on the internal market.
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Substantiated concerns are also relevant to operators and traders. Article 4(6) of this
Regulation states the obligation for an operator who has been made, daaugh a
substantiated concern, of the roompliance of theelevant commodity or produdt inform
immediatelythe relevant competent authority of the country where the product has been
placed on the market or exported frohine same obligatioapplies to traders, regardless of
their size [Article 6 (4 and 5)]. Article 10(2)(i) also requires that the existence of a
substantiated concern should be taken in to account as a risk assessment criteria.

. Article 31 “ R e g i Infermaatioh system

Article 31 requiresthe Commission to establism enformation systemthroughwhich due
diligence statement®reseen under Article 4(2) need to be made availableotopetent
authorities.

Paragraph 2ays down the minimum required functions of the system, ductuinter alia its
connection with customs via the EU Single Window Environment for Custearagraph 3
confers upon the Commission the task to establish the rules on the functioning of the system
via implementing act.

Paragraphs 4 and 5 concexccess to the information system. As a central data base for the
implementation of the Regulation, operators and traders as well as competent authorities shall
have access, the details of which will depend on their obligations. A wider public shall also
have access to the data, in an anonymised way.

° Article 32: Review

Article 32 establisheshe rules governing thevision of the RegulatiorParagrapil provides
for afirst review procesgaking place no later than two years after the entry into fitvae
results in a report and potential legislative proposals to amend the Reguldtisrfirst
review will focus on the need for and feasibilityefpandhg the scope of the Regulation to
other ecosystems beyond forestsl further commodities.

The general review foreseen irmmgrapt? will take place five years after the date foreseen in
Article 32(2), i.e. 12 monthfom the entry into force. This provision also anticipates the
content of this first general review, which will include an assesswofetite opportunity to
introduce further trade facilitation tools and the impact of the first years of application of this
Regulation on farmers.

Finally, paragraph 3 focuses on the review of relevant products listed in Annex 1. This review
will take placetwo years from the entry into force of the Regulation and thereafter, at regular
interval thereby allowing a progressive product scope. The amendment of the list of products
included in Annex 1 will be carried out through delegated act (paragraph 4).

o Article 36: Entry into force and date of application

This Regulation shall apply from thdate of the entry into forceHowever, paragraph 2
establishes that Articlé3to 12, 14 to 22, 24, 29 and 30all applyl2 monthdrom the entry

into force of this Redation. Paragraph 3 however stipulates that these Arstlak apply 24
months from the entry into force of this Regulation for operators that are microenterprises
established byDecember 31, 2020except for products covered by the Annex to EU
Regulation 995/2010 (EUTR).

These delays in application create a transition period in which the obligations of operators and
traders, as well as the obligations of competent authorities to conduct checks do not apply.
Such a transition period, which is longer foicroenterprisesyill give operators and traders
adequate time to adapt to their obligations under the Regulation.
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2021/0366 (COD)
Proposal for a
REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

on the making available on the Union market as well as export from the Union of certain
commodities and products associated with deforestation and forest degradation and
repealing Regulation (EU) No 995/2010

(Text with EEA relevance)

THE EUROPEANPARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on the Functioning of the European Union, and in particular
Article 192 thereof,

Having regard to the proposal from the European Commission,

After transmission of the draft le¢gsive act to the national parliaments,

Having regard to the opinion of the European Economic and Social Contmittee
Having regard to the opinion of the Committee of the Regjons

Acting in accordance with the ordinary legislative procedure,

Whereas:

(1) Forests provide a broad variety of environmental, economic and social henefits
including timber and nowood forest products and environmental services essential
for humankind ast h e y harbour mo s t of t he Eart h’ s
maintain eosystem functions, help protect the climate system, prasi@in air and
play a vital role for the purification of waters and soils as well as for water retention
In addition,forestspr ovi de subsistence and 1income tc
popuktion and their destruction has serious consequences for the livelihoods of the
most vulnerable people, including indigenous peoples and local communities who
heavily depend on forest ecosysteim&urthermore, deforestation and forest
degradatiorreduce esential carbon sinks andcrease the likelihood of new diseases
spreading from animals to humans.

(2) Deforestation and forest degradation are taking place at an alarming rateodce
and Agriculture Organization of the United Natia@stimates that 42@illion hectares
of forest—a b o ut 10% of the world’s remaining
European Union- have been lost worldwide between 1990 and 20Reforestation
and forest degradation are, in turn, important drivers of global warmimg an

! oJC,,p..

2 oJC,,p..

3 Commi ssion Communication of 27 July 20109 >Steppi
Worl d’ s ,FoCrOeM(t2s019) 352 final.

4 FAO, Global Forest Resource Assessment 2020, p. XIl,

https://www.fao.org/documents/card/en/c/ca9825en
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biodiversity loss— the twomost importanenvironmental challenges of our timéet
every year the world continues to lose 10 million hectares of forest

(3) Deforestation and forest degradation contribute to the global climate crisis in multiple
ways. Most importantly, they increase greenhouse gas emissions through associated
forest fires, permanently removing carbon sink capacities, decreasing climate change
resilience of the affected area and substantially reducing its biodiv@siityrestation
aloneaccouns for 11% of greenhouse gasmissions

(4) Climate breakdown induces the loss of biodivergjtigbally and biodiversity loss
aggravates climate changthey are inextricably linkedas recent studies have
confirmed. Biodiversity helps mitage climate change. Insects, birds and mammals act
as pollinators, seed dispersarsd can help store carbon more efficiently, directly or
indirectly. Forests also ensure a continuous replenishment of water resources and
prevention of droughts and theirleierious effects to local communities, including
indigenous peoplesDrastically reducing deforestation and forest degradation and
systemically restoring forests and other ecosystems is the single largestbastae
opportunity for climate mitigation.

(5) Biodiversity is essentialffor the resilience of ecosysterasd their serviceboth on
local and global level. Over half dhe global gross domestic productepends on
nature and the services it provides. Threajor economic sectors construction,
agiculture, food and drink- all highly depend omature Biodiversity loss threatens
sustainable water cycles andr food systems, putting our food security and nutrition
at risk. More than 75% of global food crop types rely on animal pollination. Further
severalindustial sectors rely on gatic diversityand ecosystem services as critical
inputs for production, notably for medicines.

(6) Climate change, biodiversity loss and deforestation are concerns of the lgigheast
importance, affecting the suwal of humanityand sustained living conditions on
Earth The acceleration of climate change, biodiversity loss and environmental
degradation, paired with tangible examples of their devastating effectsature,
human living conditions and local econosjibave led to the recognition of the green
transition as the defining objective of our time and a matter of intergenerational equity.

(7)  Union consumption is a considerable driver of deforestation and forest degradation on
a global scale.The initiativeé s I mpact As sess ment estime
appropriate regulatory intervention EU consumption and production of the six
commodities included in the scope (wood, cattle, soy, palm oil, cocoa and coffee) will
rise to approximatel248,000 hectaresf deforestatiorannually by 2030.

B As regards the situation of forests withi
reporf states that, dtween 1990 and 2020, the area of forests in Europe has increased
by 9%, carbon stored in the biomass has growb0% and wood supply has risen by
40% However,less tharb% of Europearforestareasare considered undisturbed, or
natural according to th&uropeanEnvironmentAgency s St ate of the E
2020 report

5 IPCC, ClimateChange and Land: an IPCC special report on climate change, desertification, land
degradation, sustainable lanthnagement, food security, and greenhouse gas fluxes in terrestrial ecosystems,
https://www.ipcc.ctgrecll.

6 Forest Europe Mi ni st er i al Conference on the Protection
Forests 202https://foresteurope.org/stageirqpesforests2020/
7 European Environment Agency  State of the Environment 2020

https://www.eea.europa.eu/soer/publications/0Q
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(9) In 2019, the Commission adopted sewelnitiatives to address the global
environmental crises, including specific actions on deforestation. In its
Communication ‘Stepping up EU Actidn to P
the Commission identified as a priority the reduction of th@okl consumption
footprint on land and encourage the consumption of products from deforegtaéon
supply chains in the Union. In 1its Commun
Eur opean &the €ammiBsion det’ out a new growth strategy diras to
transform the Union into a fair and prosperous society, with a modern, resource
efficient and competitive economy, where there are no net emissions of greenhouse
gases in 2050, where economic growth is decoupled from resource use and no person
or place are left behind. It aims to protect, conserve and enhance the Union's natural
capital, and protect the health and wWeding of citizens and future generations from
environmentrelated risks and impacts. Furthermore, the European Green Deal aims to
provide citizens and future generations with, among others, fresh air, clean water,
healthy soil and biodiversity. To that end, & Biodiversity Strategy for 2038 the
Farm to Fork Strateg@y, the EU Forest Stratedy the EU Zero pollution action pl&h
and other relevant strategiésleveloped under the European Green Deal, further
highlight the importance of action on forest protection and resilience. In particular, the
EU Biodiversity Strategy aims to protect nature and reverse the degradation of
ecosysems. Finally, the EU Bioeconomy Stratéygnhances the protection of the
environment and ecosystems while addressing the growing demand for food, feed,
energy, materials and products by seeking new ways to produce and consume.

(10) Member States have regiedly expressed their concern about persistent deforestation.
They emphasised that since current policies and action at global level on conservation,
restoration and sustainable management of forests do not suffice to halt deforestation
and forest degratian, enhanced hion action is needed in order to contribute more
effectively to the achievement of tlgustainable Development GoaBDG9, under
the 2030 Agenda for Sustainable Development, which was adopted by all United

8 COM(2019) 352 final.
9 Communication from the Commission to the European Parliament, The European Council, The
Council, The European Economic and Social Committee and the Committee of the Regions, The European
Green Deal, COM(2019) 640 final.
10 Communication from the Commission to the European Parliament, The European Council, The
Council, The European Economic aBdcial Committee and the Committee of the Regi&its,Biodiversity
Strategy for 2030 Bringing nature back into our lives, COM/2020/380. final
Communication from the Commission to tBaropean Parliament, the Council, the European Council,
The European éonomic and Social Committee and the Committee of the RegdoRarm to Fork Strategy for
a fair, healthy and environmentalisiendly food system, COM/2020/381 final
12 Communication from the Comnssn to the European Parliament, the Councithe European
Economic and Social Committee and the Committee of the Regions, A new EU Forest Strategy: for forests and
the forestbased sector, COM(2013) 659 final
3 Communicatia from the Commission tathe European Parliament, the Council, the European
Econamic and Social Committee and the Committee of the Regions, Pathway to a Healthy Planet for
All EU Action Plan:
‘*Towards Zero Pollution for Air, Water and Soil’, COM
14 e.g. Communication from the Commission to tEeiropean Parliament, theo@ncil, the European
Council, The European Economic and Social Committee and the Committee of the Régiong
term Vision for the EU's Rural AreasTowards stronger, connected, resilient and prosperous rural
areas by 2040COM (2021) 345 final.
1 Communication from the Commission to the European Parliament, the Council, The European
Economic and Social Committee and the Committee of the Reglossistainable bioeconomy for Europe,
Strengthening the connection between economy, society and thereneint: updated bioeconomy strategy,
Updated Bioeconomy Strategy, COM(2023)3 final.
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(11)

(12)

(13)

(14)

(15)

Nations Member States in 20IBhe Council specifically supported the Commission
announcement in the Communication °Stepp
the World’s Forests?’ t hat it wregulataty a s s e
measures and that it would present respegiroposals®

i
s

The European Parliament highlighted that
linked, to a large extent, to the expansion of agricultural produetiam particular by
converting forests to agricultural land dedicated to primdu@ number of high

demand products and commodities. The Parliament adopted on 22 October 2020 a
resolutiort” in accordance with Article 225 of the Treaty on the Functioning of the
European Union (TFEU) requesting the Commission to submit, on the basisctd
192(1) TFEU, a proposal for an “dieénlegal
global deforestation?”

Combatting deforestation and forest degradation constitutes an important part of the
package of measures needed to reduce greenhouse igamesnand to comply with

the Union's commitment under the European Green Deal as well as with the 2015
Paris Agreement on Climate ChaMeand with the legally binding commitment
under the EU Climate Law to reach climate neutrality by 2050 and redumehgrese

gas emissions by at least 55 % below 1990 levels by 2030.

Agricultural expansion drives almost%®M®f global deforestation, with more than half
of forest loss due to conversion of forest into cropland, whereas livestock grazing is
responsible for almost 40 percent of forestidss

The Union imported and consumed one third of the globally traded agricultural
products associated with deforestation between 1990 and 2008. Over that period,
Union consumption was responsible for 10% of worldwide deforestation associated
with the production of goador servicesEven if the relative share of EU consumption

is decreasingzU consumption is a disproportionally large driver of deforestalibe

Union should therefore take action tominimise global deforestation and forest
degradation driven by its ceamption of certain commodities and products and
thereby seek to reduce its contribution goeenhouse gasmissions and global
biodiversity loss as well as promote sustainable production and consumption patterns
in the Lhion and globally. To have the giteat impact, Wion policy should aim at
influencing theglobal market, notonly supply chains to the tdon. Rartnershipsand
efficient international cooperatiorwith producer and consumercountries are
fundamentain that respect.

Halting deforestatin and forest degradation is an essential part of the SDids
Regulationshould contribute iparticularto meeting the goals regarditite on land

(SDG 15), climate action (SDG 13), responsible consumption and production (SDG
12), zero hungeiSDG 2) and good health and wedkeing SDG 3). The relevant target

15.2 to halt deforestation by 2020 has not been met, underlining the urgency of
ambitious and effective action.

16

Council conclusions on the Communication on Stepping Up EU Action to Protect and Restore the

World’ s Forests (1e6 December 2019) 151
https://www.congium.europa.eu/media/41860/st1518t419.pdf.

17

European Parliament resolution of 22 October 2020 with recommendations to the Commission on an

EU legal framework to halt and reverse fdtiven global deforestation (2020/2006(INL) Available at
https://www.europarl.europa.eu/doceo/documentfF2020.0285 EN.html

18
19

Ratified by the EU on 5 October 2016, and entered into force on 4 November 2016.
FAO newGlobal Remote Sensing SuryeyNov. 2021- FAO Remote Sensing Survey reveals tropical

rainforests under pressure as agricultural expansion drives globedstafmn
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(16)

(17)

(18)

(19)

(20)

This Regulationshouldalso respond to the New York Declaration on Foféstsion

legally binding political declaration that endorses a global timeline to cut natural forest
loss in half by 2020, and strive to end it by 2030. The Declaration was endorsed by
dozens of government s, many of tahavil worl d°
society and indigenous organisations. It also called on the private sector to meet the
goal of eliminating deforestation from the production of agricultural commodities such
as palm oil, soy, paper and beef products by no later than 2020, engowalas not
achievedThe Regulation should in addition contribute to theted NationsStrategic

Plan for Forests, 201203¢%, whoseGlobal Forest Goal 1 is taeverse the loss of
forest cover worldwide through sustainable forest management, incluaitegtoon,
restoration, afforestation and reforestation, and increase efforts to prevent forest
degradation and enhance the contribution of forests to climate change

This Regulation should alsoe s pond to the 2021 Glasgow
Foress and Land Us@ that recognises thatto meet our land use, climate,
biodiversity andSustainable Development Goalsoth globally and nationally, will

require transformative further action in the interconnected areas of sustainable
production and consurtipn; infrastructure development; trade, finance and
investment; and support for smallholdersndigenous Peoples, and local

¢ o mmu n.i Tha signdtories alsestressed in that Declaration that theyll
strengthen their shared efforts tofacilitate trade and development policies,
internationally and domesticallythat promotes sustainable development and
sustainable commodity production and consumptiont hat work to coun
benefit,and that do not drive deforestation and land degradation

As a member of World Trade Organisation (WTO), theidd is committed to
promoting a universal, rulbased, open, transparent, predictable, inclusive; non
discriminatory and equitable multilateral trading system under the WTO, as vesll as
open, sustaind®, and assertivdrade policy. The scope of this Regulation will
therefore includeboth commodities and products produced within the Union and
commodities angroductamportedto the Union

Thi s Regulation al s o Cbhbronuhicatwso nt h“eAn C oOnpneins,
Sustainable and A% which statel that with mewdintern® ardi c y ”
external challenges and more particularly a new, more sustainable growth model as
defined by the European Green Deal and the European Digital Strategy, treedd)

a new trade policy strategyne that will support achieving its domestic and external

policy objectives and promote greater sustainability in line with its commitment of

fully implementing the UN Sustainable Development Goals. Trade policy must play

its full role in the recoveryrom the COVID19 pandemic and in the green and digital
transformations of the economy and towards building a more resilient Europe in the
world.

This Regulationshould be complementary to other measures proposed in the
Commi ssion Communication ‘*Stepping up EU
Wo r 1 d’ s 24 Ihpartiewdar: Zworking in partnership with producer countries, to

20
21
22
23

24

https://unfccc.int/news/nework-declaratioron-forests
https://www.un.org/esa/forests/vgontent/uploads/2016/12/UNSPF_AdvUnedited.pdf
https://ukcop26.org/glasgeleadersdeclaratioron-forestsandland-use/

Communication from theCommission to the European Parliament, the Council, the Eurppean
Economic and Social Committee and the Committee of the Regioede Policy Review An Open,
Sustainable and Assertive Trade PaliCpPM(2021) 66 final 18 February 2021.

COM(2019) 352ihal.
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support them in addressing root causes of deforestation, such as weak governance,
ineffective law enforcement and corruption, and 2) strengthen international
cooperation, with major consumer countries, to promote the adoption of similar
measures to avoid products coming from supply chains associated with deforestation
and forest degradation beiptaced on their markets.

(21) The Commission should continue to work in partnership with producer couatnieés
more generallyn cooperation with international organisations and bodied should
be reinforcing its support and incentives with regardptotecting forests and
transition to deforestatiefiee production, acknowledging the role of indigenous
people, improving governance and land tenure, increasing law enforcement and
promoting sustainable forest management, climasdient agriculture, siainable
intensification and diversification, agexology and agroforestry. In doing so it should
acknowledge the role of indigenous people in protecting forests. Building upon the
experience and lessons learned in the context of the already existiagves, the
Union and the Member States should work in partnership with producer countries,
upon their requesto exploit the multifunctionalities of forestsupport them in the
transition to sustainable forest managememig address global challengedile
meeting local needand paying attention to the challenges faced by smallhoiders
line with the Communication to Stepping up Action to Protect and Restore the
World’ s Forests. The partnership innpproa
protecting,restoring and sustainably using forest, hence contributing to the objective
of this Regulation to reduce deforestation and forest degradation.

(22) Anotherimportantaction announced in the Communication is the establishment of the
EU Observatory on defaset at i on , forest degradation, |
cover and associated Ilaunchedhythe CqmmiEsidn @b s er v
order to better monitor changes in the
Moreover, building on already existingionitoring tools including Copernicus
products the EU Observatory wifiacilitate access to information on supply chains for
public entities, consumers and business, providing -easgderstand data and
information linking deforestation, forestdegrada o n, and c¢changes 1in
cover to EU demand/trade for commodities and products. The EU Observatory will
thus directly support the implementation of this Regulation by providing scientific
evidence in regard to global deforestation and fategtadation and related tradde
EU Observatorywill cooperateclosely with relevant international organisations,
research institutes, and third countries.

(23) The existing EU legislative framework focuses on tackling illegal logging and
associated tde and does not address deforestation directly. It consists of Regulation
(EU) No 995/2010 of the European Parliament and of the Couagihg down the
obligations of operators who place timber and timber products on the fasket
Council Regulation (EC) No 2173/2005n the establishment of a Forest Law
Enforcement, Governance and Trdaensing scheme for imports of timber into the
European Communit§. Both Regulations were evaluated in a Fitness Check which
determined thatwhile the legislation has had a positive impact on forest governance,
the objectives of the two Regulatiorsnamely to curb illegal logging and related
trade, and to reduce the consumption of illegally harvested timber in thehBle not

EN
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26

OJ L 295, 12.11.2010, p. 23.
OJ L 347, 30.12.2005, p. 1.
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(24)

(25)

(26)

(27)

(28)

(29)

been met’ andit was concludedthat focusing solely on legality of timber was not
sufficient to meet the set objectives.

Available reports confirm that a sizable part of ongoing deforestation is legal
according to the laws of the country of production. A recenbrt€pestimates that
between 2013 and 2019, around 30% of deforestation destined to commercial
agriculture in tropical countries was legal. Available data tend to focus on countries
with weak governance— the global share of deforestatitimat is illegal mght be

lower, but already provide clear data signalling that leaving out deforestation that is
legal in the country of production undermines the effectiveness of policy measures.

The impact assessment of possible policy measures to adWmss-driven
deforestation and forest degradati@ouncil conclusionsand the2020 resolution of

the European Parliament clearly identify the need to establish deforestation and forest
degradation as the guiding criteria for future Union measures. Therefore, the new
Union legal framework should address both legality and whether the production of
relevant commodities and products is deforestdtiee.

The definitionfrefe” “ decifoaurl eds tbaet i ©om fbdth ¢ i e nt
deforestation and forest dededion,it should provide legal clarity, ant should be
measurable based on quantitative, objective and internationally recognised data.

The Regulation should cover those commodities whos®riconsumption is the
most relevant in terms afriving global deforestation and forest degradation and for
which aUnion policy intervention could bring highest benefits per unit value of trade
An extensive review of scientific literatynreamely of primary sources estimating the
impact of EU consumption onlapal deforestation and linking that footprint to
specific commoditieswas carried ous a part othe study supporting the Impact
Assessment and cresbecked via extensive consultation with stakehold&hsat
process delivered a first list of eight comdities.Wood was directly included in the
scope as it was already covered by the EUTIRe list of the commoditiesvasthen
further reducedvia an efficiency analysis in the Impact Assessmé&his efficiency
analysis compaed the hectares of deforestai linked to EU consumption, as
estimated in a recent research pa&fefor each of those commoditiesith their
average value of EU importaccording to theresearch paper used for the efficiency
analysis, six commodities represent the largest share oeflriz&n deforestation
among the total of eight commoditiesalysed in that research papemlm oll
(33,95%), soy (32,83%), wood (8,62%), cocoa (7,54%), coffee (7,01%) and beef
(5,01%).

Bearing in mind that the use of recycled relevant commoditidgpeoducts should be
encouraged, and that including such commodities and products in the scope of this
Regulation would place a disproportionate burden on operators, used commodities and
products that have completed their lifecycle, and would otherwistisbesed of as
waste, should be excluded from the scope of this Regulation.

Obligations concerning relevant commodities and prodsbtaild be laid dowrby
this Regulationn order to effectively combat deforestatiéorest degradatigrand to
promote deforestatiefree supply chains

27

https://ec.europa.eu/info/law/bettiegulation/haveyour-say/initiatives/11630llegal-logging

evaluationof-EU-rulesfitnesscheck_en
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https://www.forestrends.org/wpcontent/uploads/2021/05/lllicidarvestComplicit-Goods_rev.pdf
Pendrill F., Persson U. M., Kastner, T. 2020.
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(31)

(32)

(33)

(34)

Many international organisations and bodies (E@pd and Agriculture Organization

of the United Nationsthe Intergovernmental Panel on Climate Changeited
Nations Environment Programme, the Paris Agresiminternational Union for the
Conservation of Nature, Convention on Biological Diversity) have developed work in
the field of deforestation and forest degradation d&eddefinitionsin this Regulation

build on this work.

A cut-off date should beet to provide a basis for the evaluation of whether concerned
land has been subject to deforestation or forest degradameaning thatno
commodities and products in the scope @ fRegulation would be allowed to enter
the Union marketor be exported they were produced on land subject to deforestation
or forest degradation after that dateshouldallow for the appropriate verification and
monitoring correspond to existing international commitments, such aSktes and

the New York Declarationro Forests thus minimising sudden disruption to supply
chains while removing any incentive to accelerate activities leading to deforestation
and forest degradation in view of the entry into force of this Regulation

To strengthen the tdon’ s

¢ dienttorhaltihg deforestatioand forest degradation

and to ensure that commodities and products from supply chains related to
deforestationand forest degradatioare not placed on the Union market, relevant
commodities and products should not be placednade available on the Union
market, nor exported from the Union market unless they are deforedtagoand

have been produced in accordance with the relevant legislation of the country of
production To confirm that this is the case, th&yould alwgs be accompanied by a
due diligence statement.

On the basis of a systemic approach, operators should take the appropriate steps in
order to ascertain théte relevant commodities and produtitstthey intend to place

on the Union market comply witthe deforestatioffree and legality requirements of

this Regulation. To that end, operators should establish and implement due diligence
procedures. The due diligence procedure required by this Regulation should include
three elements: information requiments, risk assessment and risk mitigation
measures. The due diligence procedures should be designed to provide access to
information about the sources and suppliers of the commodities and products being
placed on the Union market, including informationndastrating that thabsence of
deforestation and forest degradatemd legality requiremestare fulfilled, inter alia

by identifying the country and area of production, including-igeation coordinates

of relevant plots of land These gedocation coordinates that rely on timing,
positioning and/or Earth observation could make use of space data and services

delivered

under

t he

Uni on

2

S

Space Onr ogr an

the basis of this information, operators skocarry out a risk assessment. Where a
risk is identified, operators should mitigate such risk to achieve no or negligible risk.
Only after completing the required steps of the due diligence procedure and
concluding that no or negligible risk exists thia¢ relevant commodity or product is

not compliant with this Regulation, should the operator be allowed to place the

relevant commodity or product on the Union maieto export it

Operators should formally assume responsibility for the compliahd¢be relevant
commaodities or producthatthey intend to place on the Union marketto exportoy
making available due diligence statements. A template for such statements should be
provided by this Regulation. This is expected to facilitate enforoenoé this
Regulation through competent authorities and courts as well as increase compliance by

operators.
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(36)

(37)

(38)

(39)

(40)

(41)

(42)

In order to recognise good practice, certification or other third party verified schemes
could be used in the risk assessment procedure, henvéweyshould notsubstitute

2

the operator’s responsibility as regards

Traders should be responsible for collecting and keeping information ensuring the
transparency of the supply chain of relevant commodities and products which they
make available on the market. Large traders that are not small and rr=dadn
enterprises (SMEs) have a significant influence on supply chains and play an
important role in ensuring that they are deforestafiea and should therefore have

the same obligtions as operators.

In order to foster transparency and facilitate enforcemeugrabors which are not
SMEs should on an annual basis, publicly report on their due diligence system
including on the steps taken to implement their obligations.

OtherEU legislative instruments thaet outdue diligencerequirementsn the value
chain with regard to adverse human rights or environmental imphaotdd apply in

so far as there are no specific provisions with the same objective, nature antheffect
this Regulation which may be adapted in the light of future legislative amendments
The existence othis Regulationshould not exclude the application other EU
legislative instruments that lay down requirements regarding value chain due
diligence. Where such other EU legislative instruments providle more specific
provisions or add requirements to the provisions laid dowthigrRegulationsuch
provisions should be applied in conjunction with those of tRiegulation.
Furthermore, wherthis Regulationcontainsmore specific provisions, they should not
be interpreted in a way that undermines the effective application of other EU
legislative instruments on due diligence or the achievemeheofgeneral aim

Operators falling within thecepe of otheEU legislative instruments thaet outdue
diligence requirementsin the value chain with regard to adverse human rights or
environmental impactshould be in a position to fulfil the reporting obligations under
this Regulation by includinghe required information when reporting under the other
EU legislative instrument.

Regonsibility for enforcing this Regulatioshould lie with the Member States, and
their competentauthorities should be required to ensure that Regulation isfully
complied with. A uniform enforcement of this Regulation as regards relevant
commodities and products entering or leaving the Union market can only be achieved
through systematic exchange of information and cooperation amongst competent
authorities, cusims authorities and the Commission

The effective and efficient implementation and enforcement of this Regulation are
essentiato achieving its goals. To this end, the Commission should set up and manage
an information system to support the operatansl the competent authorities in
presenting and accessing the necessary information on relevant commodities and
products placed on the market. The operators should submit the due diligence
statements to the information system. The information systemdsheuhccessible to
competent authorities and customs authorities to facilitate fulfilling their obligations
under thisRegulation. The information system should also be accessible for a wider
public, with the anonymised data provided in an open and mackadable format in

b

line with the Union’s Open Data Policy.

For the relevant commodities entering or leaving the Union markehpetent
authorities are tasked with the verification of the compliance of relevant commodities
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and products with the obkdgions under this Regulation, whereas the role of customs is
to ensure that the reference of a due diligence statement is made available in the
customs declaration where applicable and, in addition as from the moment the
electronic interface will be in pta to exchange information between customs
authorities and competent authorifie® check the status of the due diligence
statement after an initial risk analysarried out by competent authoritigs the
Information System and act accordingly (i.e. predl or refuse a commodity or
product if requested to do so through the status in the Information System). This
specific organisation of controls discards the application of Chapter VII of Regulation
(EU) 2019/1020 in so far as the application and enfoecenof this Regulation is
concerned.

Member States should ensure that adequate financial resources are always available
for the appropriate staffing and equipping of the competent authorities. Efficient
checks are demanding in terms of resources, and stable resources should be provided
at a bvel appropriate to the enforcement needs at any given moment. Member States
should have the possibility to supplement public financing by reclaiming from the
relevant economic operators the costs incurred when performing checks in relation to
relevant cormodities and products that were found to be-compliant.

This Regulation is without prejudice to other Union legislation on goods and products
entering or leaving the Union market, in particular the provisions of the Union
Customs Code as regardsetpowers of customs authorities and customs controls.
Importers should be reminded that Articles 220, 254, 256, 257 and 258 of Regulation
(EU) No 952/2013 of the European Parliament and of the Council provide that
products entering the Union market thatjuire further processing shall be placed
under the appropriate customs procedure allowing such processing. Generally, the
release for free circulation or export should not be deemed to be proof of conformity
with Union law, since such a release does rgessarily include a complete control of
compliance.

In order to optimise and unburden the control process of relevant commodities and
products entering or leaving the Union market, it is necessary to set up electronic
interfaces that allow thautomatic data transfer between customs systems and the
Information System of competent authorities. The EU Single Window environment for
customs is the natural candidate to support such data transfers. The interfaces should
be highly automated and eayuse, and additional burden for customs authorities
should be limited. Moreover, in view of the limited differences between the data to be
declared respectively in the customs declaration and the due diligence statement, it is
appropriate to propose alsdab u s-tog®@ vy £ r n me nt ’ approach whe
economic operators make available the due diligence statement of a relevant
commodity or product via national single window environment for customs and this
statement is transmitted automatically te fnformation System used by competent
authorities. Customs authorities and competent authorities should contribute to
determine the data to be transmitted and any other technical requirement

The risk of norcompliant commodities and products beinigced on the Union
market varies depending on the commodity and product as well as on its country of
origin and production. Operators sourcing commodities and products from coontries
parts thereotthat present a low risk of growing, harvesting or praggyaelevant
commodities in violation of this Regulation should be subject to fewer obligations,
thereby reducing compliance costs and administrative burden. Commodities and
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(47)

(48)

(49)

(50)

products from highrisk countriesor parts thereokhould be subject to enhanced
scrutiny by the competent authorities.

For this reason, the Commission should assess the deforestation and forest degradation
risk at alevel of acountryor parts theredbased ora range of criteria that reflect both
guantitative, objective and intaationally recognised datand indications that the
countries are actively engaged in fighting deforestation and forest degradatisn
benchmarking information should make it easier for operators in the Union to exercise
due diligence and for competemtthorities to monitor and enforce compliance, while
also providing an incentive for producer countries to increase the sustainability of their
agricultural production systems and reduce their deforestation impact. This should
help making supply chains me transparent and sustainable. This benchmarking
system should be based on a thiiee classification of countries to be regarded as
low, standard or high riskn order to ensure appropriate transparency and clarity, the
Commission shouldn particular make publicly available the data being used for
benchmarking, the reasons for the proposed change of classification and the reply of
the country concernedror relevant commodities and products from low risk countries

or parts of countries identified aswerisk, operators should be allowed to apply a
simplified due diligence, whilst competent authorities should be required to apply
enhanced scrutiny on relevant commodities and products from high risk countries or
parts of countries identified as higisk. The Commission should be empowered to
adopt implementing measures to establish the countries or parts thereof that present a
low or high risk of producing relevant commodities and products that are not
compliant with this Regulation.

Competent authdres should carry out checks at regular intervals on operators and
traders to verify that they effectively fulfil the obligations laid down in this
Regulation. Moreover, competent authorities should carry out checks when in
possession ofind based omelevant information, including substantiated concerns
submitted by third parties. For a comprehensive coverage of the relevant commodities
and products, the respective operators and traders and the volumes of their share of
commodities and products, a twofagbproach should applyCompetent authorities
should thus be required to check on a certain percentage of operators and traders,
whilst also covering a specific percentage of relevant commodities and prcdluchs.
percentages should be higher for relevemmnmodities and products from higisk
countriesor parts thereof

The checks of operators and tradbyscompetent authorities should cover the due
diligence systems and the compliance of the relevant commodities and products with
the provisionsof this Regulation. The checks should be based on @ais&d plan of
checks. The plan should contain risk criteria that enable competent authorities to carry
out a risk analysis of the due diligence statements submitted by operators and traders.
The risk criteria should take into account the risk of deforestation associated to
relevant commodities and products in the country of production, the history of
compliance of operators and traders with the obligations of this Regulation and any
other relevant irdrmation available to competent authorities. The risk analysis of due
diligence statements should allow competent authorities the identification of operators,
traders and relevant commodities and products to be checked, and should be carried
out using elettonic data processing techniques in the information system which
collects the due diligence statements.

In case the risk analysis of the due diligence statements revbaajd risk of non
compliance of specific relevant commodities and producesctimpetent authorities
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should be able to take immediate interim measures to prevent their placing or making
available on the Union market. In case such relevant commodities and products were
entering or leaving the Union market, the competent authostiesld request from
customs authorities the suspension of the release for free circulation or the export to
enable competent authorities to carry out the necessary checks. Such request should be
communicated by means of the interface system between custiainsompetent
authorities. Suspension of the placing or making available on the Union market, of the
release for free circulation or of export should be limited to three working days except
where the competent authorities require additional time to agmesempliance of the
relevant commodities and products with this Regulation. In that case, the competent
authorities should take additional interim measures to extend the suspension period or
request such extension to customs authorities in case ofinélesmmodities and
products entering or leaving the Union market.

(51) The plan for checks should be regularly updated on the basis of the results of its
implementation. Those operators showing a consistent track record of compliance
should be subjedb a reduced frequency of checks.

(52) In order to ensure implementation and effective enforcement of this Regulation,
Member States should have the power to withdraw and recalterapliant relevant
commodities and products and take appropriate corrective actions. They should also
ensure that infringements of this Regulation by operators and traders are sanctioned by
effective, proportionate and dissuasive penalties.

(53) Taking into account the international character of deforestation and forest degradation
and related trade, competent authorities should cooperate with each other, with
customs authorities of the Memb8tateswith the Commission, as wedlswith the
administrative authorities of third countrie€ompetent authorities should also
cooperate with the competent authorities for the supervision and enforcement of other
EU legislative instruments that set alite diligence requirements in the value chain
with regard to adverse human rights or environmental impacts

(54) While this Regulation addresses deforestation and forest degradation, as envisaged in
the 2019 CommunicatiotaProtefta mp pRaagt eappe EtUh eAc
Forests, protecting forests should not Iéadhe conversion or degradation of other
natural ecosystems. Ecosystems such as wetlands, savannahs and peatlagidy are h
significant to global efforts to combat climate change, ad aglother sustainable
development goals and thewonversion or degradation require particular urgent
attention.To address this, the Commission should assess the need and feasibility of
extending the scope to other ecosystems arfdrtber commoditiestwo years after
the entry into forceAt the same time, the Commission should also undertake a review
of the relevant products as listed in Annex | of this Regulation by way of a delegated
act.

(55) In order to ensure that information requirements with tvloperators have to comply
and which are set out in this Regulation remain relevant and in line with scientific and
technological developments, the power to adopt acts in accordance with Article 290 of
the Treaty on the Functioning of the European Uniooukh be delegated to the
Commission in respect of supplementing the information requirements necessary for
the due diligence procedure, the information and criteria of risk assessment and risk
mitigation with which operators have to compifyich are set duin this Regulation
and the list of goods set out in Annex | of this Regulatitinis of particular
importance that the Commission carry out appropriate consultations during its
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preparatory work, including at expert level, and that those consultatiacentacted

in accordance with the principles laid down in the Interinstitutional Agreement of 13
April 2016 on Better LawMaking. In particular, to ensure equal participation in the
preparation of delegated acts, the European Parliament and the Ghanidilreceive

all documents at the same time as Member States' experts, and their sxpeids
systematically have access to meetings of Commission expert groups dealing with the
preparation of delegated acts.

(56) Regulation (EU) No 995/2010 prohibits th&acing of illegally harvested timber and
timber products on the Union market. It lays down obligations for operators placing
timber on the market for the first time to exercise due diligence and for traders to keep
a traceable record of their suppliersdacustomersThis Regulatiorshouldretainthe
obligation to ensure the legality of relevant commodities and products, including wood
and wood products, placed on the Union market and complements them with the
requirement on sustainability. iBh Regulation and the relatedCommission
Implementing Regulation (EU) Ne07/2012aretherefore rendered redundant by this
Regulation andghould be repealed.

(57) Regulation (EC) No 2173/2005 lays down Union procedures for the implementation of
a FLEGT liensing scheme through bilateral Voluntary Partnership Agreements
(VPASs) with timbefproducing countries. To respect bilateral commitments that the
European Union has entered into and to preserve the progress achieved with partner
countries that have an apéing system in place (FLEGT licensing stage), this
Regulation should include a provision declaring wood and wizsed products
covered by a valid FLEGT license as fulfilling the legality requiremerder this
Regulation

(58) While this Regulation addsses deforestation and forest degradation, as envisaged in
the 2019 Communication >Stepping up EU Ac
Forests, protecting forests should not lead to the conversion or degradation of other
natural ecosystems. Ecosystesuch as wetlands, savannahs and peatlandggbhhg h
significant to global efforts to combat climate change, as webthsr sustainable
development goals and the@onversion or degradation require particular urgent
attention.An evaluation of the neeand the feasibility of extending the scope of this
Regulationto otherecosystemshan forests should therefore be undertaken within 2
years of the entry into force of this Regulation.

(59) Where, for the purposes of this Regulation, it is necessary to process personal data,
theseare tobe handled in accordance with Union law on the protection of personal
data. Any processing of personal data under this Regulation is subject to Regulation
(EU) 2016/679 of the European Parliament and of the Collraeitl Regulation (EU)
2018/1725 of the European Parliament and of the Cétynadl applicable.

(60) Since the objective of this Regulation, fighting against deforestation and forest
degradation by ducing the contribution of consumptian the Union cannot be
achieved by the Member States individually and can therefore, by reason of its scale,

30 Regulation (EU) 2016/679 of the European Parliament and of the Council of 27 April 2016 on the
protection ofnatural persons with regard to the processing of personal data and on the free movement of
such data, and repealing Directive 95/46/EC (General Data Protection Regulation) (OJ L 119, 4.5.2016,
p. 1).

st Regulation (EU) 2018/1725 of the European Parliana@ut of the Council of 23 October 2018 on the
protection of natural persons with regard to the processing of personal data by the Union institutions,
bodies, offices and agencies and on the free movement of such data, and repealing Regulation (EC) No
45/20a and Decision No 1247/2002/EC (OJ L 295, 21.11.2018, p. 39).
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be better achieved at Union level, the Union may adopt measures, in accordance with
the principle of subsidrity as set out in Article 5 of the Treaty on European Union. In
accordance with the principle of proportionality, as set out in that Article, this
Regulation does not go beyond what is necessary in order to achieve that objective.

(61) Operators, traderand competent authorities should be given a reasonable period in
order to prepare themselves to meet the requirements of this Regulation,

HAVE ADOPTED THIS REGULATION:

Chapter 1
General Provisions

Article 1
Subject matter and scope

This Regulation lays avn rules regarding the placing and making available on the Union
market, as well as the export from the Union marketatile, cocoa, coffee, oil palm, soya

and wood (“relevant  @9listediondinnexltlatcdntain,dhave begenr o d u ¢
fed with or have been made using relevasrtnmoditiey “r el evant products ”)

b

(@ minimising the Union’s contribution t
worldwide

() reducing the European Union’s awntribou
global biodiversity loss.

The Regulation shalhot apply to relevant commodities and products placed on the Union
market that were produced before the date establish&diahe 36(1).

Article 2
Definitions
For the purposes of this Regulation, thédeing definitions shall apply:

(2) ‘ gforestatiohn means the conversion of forest t
induced or nqt
(2) ‘“forest’” means 1 abHbectargsaithirées lgghanihambters h a n 0

and a canopy cover of more thabP4, or trees able to reach those thresholds in situ,
excluding agricultural plantations and land that is predominantly under agricultural
or urban land use;

2

3) ‘agricultural plantations means tree st
as fruittree plantations, oil palm plantations, olive orchards and agroforestry systems
when crops are grown under tree cover. It includes all plantations of the commodities
in Annex | other than wood;

(4) “pl anft art means’a planted forest that is irgmely managed and meets, at
planting and stand maturity, all the following criteria: one or two species, even age
class, and regular spacing. It includes short rotation plantations for wood, fibre and
energy, and excluddsrests planted for protection ecosystem restoration, as well
as forestsestablished through planting or seeding which at stand maturity resemble
or will resemble naturally regenerating forests
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(5) ‘“planted forest?’ means forest predominan
planting and/or deliberate seeding provided that the planted or seeded trees are
expected to constitute more than fifty percent of the growing stock at maturity; it
includescoppice from trees that were originally planted or seeded,;

(6) “forest de g havasting operatibons that arernot sustainable and cause a
reduction or loss of the biological or economic productivity and complexity of forest
ecosystemsresultirg in the longterm reduction of the overall supply of benefits
from forest, which includes wood, biodiversity and other products or services;

2

(7 ‘sustainable harvesting operations me an
maintenance of soil quét and biodiversity with the aim of minimising negative

impacts, in a way that avoids harvesting of stumps and roots, degradation of primary
forests or their conversion into plantation forests, and harvesting on vulnerable soils;
minimiseslarge clearcuts and ensure®cally appropriate thresholds for deadwood
extraction and requirements to use logging systems that minimise impacts on soil

guality, including soil compaction, and on biodiversity features and habitats;
(8) ‘¢ @forestatioAfree€ me a n s

(@) that the relevant commodities and products, including those used for or
contained in relevant products, were produced on land that has not been subject
to deforestation after December 31, 2020, and

(b) that the wood has been harvested from the forest witimducing forest
degradation after December 31, 2020;

(9) ‘produced’ means grown, harvested, r1aise
land;
(A0) “placing on the mar ket  ofaclevwastcommaodity 6ri r s t

product on the bion market;

2

(12) ‘making available on the market me a n s
product for distribution, consumption or use on the Union market in the course of a
commercial activity, whether in return for payment or free of charge;

b

(12) ‘operator me an s any mnatural or l egal p
activity, places relevant commodities and products on the Union marletports
themfrom the Union market

(13) ‘“trader’ means any nat uchanlothesthanthe @pardtor p e r s
who, in the course of a commercial activity, makes available on the Union market
relevant commodities and products;

(14) ‘count r ymeans a eounirygoi territory as defined in Article 60 of Regulation
(EU) N0 952/20130f the European Parliament and of the Codfcil

(15) ‘country of production’ means the countr
or the relevant commodity used in the production of or contained in a product was
produced;

(16) ‘ne gl i gi bdnsa full asseksmentoé both the prodipecific and the general
information on compliance with Articles 3(a) and 3(b) by relevant commodities or
products showing no cause for concern;

32 Regulation (EU) No 952/2013 of the European Parliament and of the Council of 9 October 2013 laying
down the Union Customs Cod@J L 269 10.10.2013, p..1)
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(17)

(18)

(19)

(20)
(21)
(22)
(23)
(24)
(25)

(26)

(27)

(28)

‘authorised representati v establishedawithintheny n a
Union who has received a written mandate from an operator to act on its behalf in
relation to specified tasks with regard to the operator's obligations under this
Regulation;

‘newompl iant product s’ m adapnoducts teat were anat t cor
produced 1in -far e‘ed’e foarremsetra,t ioom were not pr
the relevant legislation of the country of production, or both;

‘“plot of land”’ is an e x t c-estaté prapertpas l and
recognised by the laws of the country of production, and which enjoys sufficiently
homogeneous conditions as to allow to evaluate on the aggregate level the risk of
deforestation and forest degradation associated with commodities produced on that
extenson of land;

*SMEs”’ me an mi cr o-Sizedsemterprises as refinedreciva m
2013/34/E33,

‘“substantiat ewkll-faundedclain hased an ebjeative and verifiable
information regarding norcompliance with the present Reégtion and which may
require the intervention @bmpetentuthorities;

‘competent authorities’ means the author:
‘cust oms aut horities?’ me ans ¢ upoint d, ofs aut h
Regulation (EU) N0952/2013;

‘releasce for free circulation’ me a n s t h
Regulation (EU) No 952/2013;

‘export’ me ans the procedure laid down

952/2013;

‘“rel evant andpmducts entering she Union marketeans relevant
commodities and products from third countries placed under the customs procedure
‘release f or anflintended toibe placédaon the Wnion market or
intended forcommercialuse or consumpin other than privatevithin the customs
territory of the Union;

3

relevant commodities and product s l eav
commodities and products placied under th

3

relevant 1 e gitrysof productorh  m €the rudesapplicableim the

country of productiorconcerning the legal status of the area of production in terms

of land wuse r1ri1ghts, environment al protec
and customs regulations undegislation framework applicable in the country of
production

Article 3
Prohibition

33

Directive 2013/34/EU of the Europe Parliament and of the Council of 26 June 2013 on the annual

financial statements, consolidated financial statements and related reports of certain types of undertakings,
amending Directive 2006/43/EC of the European Parliament and of the Council eatinggCouncil Directives
78/660/EEC and 83/349/EEC Text with EEA relevance (OJ L 182, 29.6.2013;4%)19
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Relevant commodities and produataybe placed or made available on the Union market,
exported from the Union markenly if all the following conditions are fulfilled

(@) they are deforestatieinee;

(b) they have been produced in accordance with the relevant legislation of the
country of production; and

(c) they are covered by a due diligence statement as laid down in Article 4(2).

Chapter 2
Obligations of operabrs and traders

Article 4
Obligations of operators

1. Operators shall exercise due diligence prior to placing relevant commodities and
products onor prior to their exporfrom the Union market in order to ensure their
compliance withArticle 3(a) and (b).To that end, they shall use a framework of

procedures and measures, hereinafter ref
Article 8.
2. Operators that bexercising due diligence asferred to inArticle 8 have come to

the conclusion that the relant commodities and products comply with the
requirements of this Regulatiamall make available to the competent authorities via
the information system referred to irArticle 31 a due diligence statemehgfore
plaang on the Union markebr exporting the relevant commodities and products.
That statemenshall confirm that due diligence was carried out and no or only
negligible risk was foundnd shalkcontain the information set out in Annex Il for the
relevant commodities and products.

3. By making availablehe due diligence statement, the operator assumes responsibility
for the compliance of the relevant commodity or product whth requirements of
this Regulation. Operators shall keep record of the due diligetatements for
5 yearsfrom the date of making available vidne informationsystem referred to in
Article 31

4. Operators may not place relevant commodities and products on the Union noairket
export themwithout prior submission of a due diligence statement.

5. The operatr shall not place the relevant commodities and products on the market
export themf one or more of the following cases apply:

(@) the relevant commodities and products are not compliant with Article 3(a) or
(b);

(b) the exercise ofdue diligencehas revealeda nonnegligible risk that the
relevant commodities and products are not compliant with Article 3(a) or (b);

(c) the operator was unable to complete a due diligence procedure according to
paragraphs 1 and 2

6. Operatorghathavereceived Bw information, including substantiated concethat
the relevant commodity or produtiatthey have already placed on the market is not
in conformity with the requirements of this Regulation shall immediately inform the
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competent authorities of the Méer States in which they placed the relevant
commodity or product on the markét. the case of exports from the Union market,
the operators shall inform the competent authority of Member State which is the
country of production.

Operators shall offerllaassistance necessanycompetent authoritigs facilitate the
performance of the checksmderArticle 15, includingas regards access to premises
and the presentation of documentation or records.

Article 5
Authorised representatives

Operatorsor traderanay mandate an authorised representative to make available the
due diligence statement pursuant to Article 4(2) on their belhH. operator or
trader shall in that case retdime responsibility for the compliance of the relevant
commodity omproduct with the requiremesf this Regulation

The authorised representative shall, upon request, provide a copy of the mandate in
an official language of the European Unitanthe competent authorities.

Article 6
Obligations of traders

Traders which are SMEsmay only make available on the market relevant
commodities and producifsthey are in possession of the information required under
paragraph 2.

Traderswhich are SMEshall collect and keep the following information relating to
the releaant commodities and products they intend to make available on the market:

(@) the name, registered trade name or registered trade mark, the postal, address
the emailand if available, aweb address of the operators or the traders who
have supplied the yant commodities and products to them;

(b) the name, registered trade name or registered trade mark, the postal, address
the emailand if available, aweb address of the traders to whom they have
supplied the relevant commodities and products.

Traderswhich are SMEshall keep the information referred to in this Article for at
least5 years and shall provideat information to the competent authorities upon
request.

Traderswhich are SMEshathavereceivednew information, including substaated
concerns that the relevant commodity or produtttat they have already made
available on the market is not in conformity with the requirements of this Regulation
shall immediately inform the competent authorities of the Member States in which
theymade available the relevant commodity or product on the market.

Traders which are not SMEs shall be considered operators and be subject to
obligations and provisianin Articles 3, 4, 5, 8 to 12, 14(9), 18nd 20o0f this
Regulation with regard to thelewant commodities and products that they make
available in the Union market.
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6. Tradersshall offer all assistance necessarytmpetent authorities tacilitate the
performance of the checksmderArticle 16, includingas regards access to premises
and the presentation of documentation or records.

Article 7
Placing on the market by operators established in third countries

In case a natural or legal person established outside the Union places on the Union market
relevantcommodities and products, the first natural or legal person established in the Union
who buys or takes possession of such relevant commodities and products shall be considered
operator within the meaning of this Regulation.

Article 8
Due diligence

1. Prior to placing relevant commodities and products on the markefore exporting
them operatorsshall exercisedue diligencewith regardto all relevant commodities
and products supplied by each particular supplier.

2. For the purposeof this Regulation, the due diligence shall include:

(&) thecollection of information and documents needed to fulfil the requirements
set out inArticle 9;

(b) risk assessment measuresedsrred tan Article 10;
(c) risk mitigation measures asferral toin Article 10.

Article 9
Information requirements

1. Operators shall collect information, documents and data demonstrating that the
relevant commodities and products are compliant with Article 3. For this purpose,
the operator shall collect, organiaad keep fos years the following information
relating to the relevant commodities or products, supported by evidence:

(a) description, including the trade name and typeetdvant commodities and
products asvell as, where applicable, the common narh#he species and its
full scientific name;

(b) quantity (expressed in net mass and volume, or number of units) of the relevant
commodities and products;

(c) identification of the country of productipn

(d) geclocalisation coordinates, latitude and Idnge of all plots of land where
the relevant commodities and products were produzdvell as date or time
range of production;

(e) name emailand address anybusiness operson from whom they have been
supplied withthe relevant commodities or prazts;

() name email and address oény business omersonto whom the relevant
commoditiesor productshave been supplied
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(g) adequate and verifiable information that the relevant commodities and products
are deforestatiofree;

(h) adequate and verifiable information that the production has been conducted in
accordance witlrelevant legislation of the country @iroduction including
any arrangement conferring the right to use the respective area for the purposes
of the production ofhe relevant commodity;

The operator shall make available to the competent authorities upon request the
information, documents and data collected under this Article.

The Commission may adopt delegated acts in accordance Awiitle 33 to
supplemenparagraphl concerningfurther relevaninformation to be obtained that
may be necessary to ensthie effectiveness of the due diligence system.

Article 10
Risk assessment and risk mitigation

Operators shall verify and analyse information collecteacoordance witlrticle 9

and any other relevant documentation, anthis basis carry out a risk assessment to
establishwhether there is ask that therelevantcommodities angroducts intended

to be placed oror exportedfrom the Union marketare non-compliart with the
requirements of this Regulatioli the operators cannot demonstrate that the risk of
nortcompliance is negligible, they shall not place the relevant commodity or product
on theUnion marketnor export it

The risk assessment shadlke special account of the following risk assessment
criteria:

(@) the assignment of risk to the relevant courdrypars thereofin accordance
with Article 27;

(b) the presence of forests in the country and area of production of the relevant
commodity @ product;

(c) prevalence of deforestation or forest degradation in the country, region and
area of production of the relevant commodity or product;

(d) the source, reliability, validity and links to other available documentation of the
information referrd to inArticle 9(1);

(e) concernsn relation to the country of producticaand origin such as level of
corruption, prevalence of document and data falsificatidack of law
enforcement, armed conflict or presence of sanctiommsed by the United
Nations Security Council or the Council of the European Union

() the complexity of the relevant supply chain, in particuifficulties in
connecting commaoditieand/or productgo the plot of land where they were
produced;

(g) the risk of mixing with products of unknown origin or produced in areas where
deforestation or forest degradation has occurred or is occurring;

(h) the conclusionsf therelevantCommissiorexpertgroupmeetinggpublished in
the Commissionedistef expert group

() substantiated concerns submitted urfsiticle 29
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() complementary information on compliance with this Regulation, which may
include information supplied by certification or other thuakty-verified
schemesincluding voluntary schemescognised bythe Commission under
Article 30(5) of Directive (EU) 2018/200%* provided that the information
meets the requirements set ouAiticle 9;

Wood products which are in scope of Council Regulation (EC) No 2173/2005 that
are covered by walid FLEGT license fromraoperational licensing scheme shall be
deemed to be in compliance with ArticléB of this Regulation.

Except where the analysis undertaken in accordance with paragraph 1 allows the
operator to ascertain that there is naegligible risk that the relevant commodities

or products ar@ot compliant with the requirements of this Regulatibe, operator

shall adopt prior to placing the relevant commodities and products on the Union
marketor to their exportisk mitigation pr@edures and measures that are adequate to
reach no or negligible risk. This may include requiring additional information, data
or documents, undertaking independent surveys or audits or other measures
pertaining to information requirements set outicle 9.

Operators shall be able to demonstrate how the information gathered was checked
against the riskassessmentriteria set outin paragraph 2, how a decision on risk
mitigation measures was taken and how the operator determined the degree of risk.

Operators shall have in plagequate and proportionapmlicies, controls and
procedures to mitigate and manage effectively the risks ofcampliance of
relevant commodities and products identifiedeseshall include:

(@) model risk management ptaes, reporting, recorkleeping, internal control
and compliance managemenhcluding for operators that are not SMEbe
appointment of a compliance officer at management level;

(b) an independent audit function wheck the internal policies, controland
procedures referred to in point (a) for all operators that are not SMESs.

The risk assessmerghall be documentedeviewed at leasbn an annual basis and
made available to the competent authorities upon request.

The Commission may adopt deldgd acts in accordance witArticle 33 to
supplemenparagraph®, 4 and @s regards relevaimtformation to be obtainedisk
assessment criterand risk mitigation measurésat may be necessary to supplement
those referred to in this Articte ensue the effectiveness of the due diligence
system.

Article 11
Maintenance of due diligence systems and record keeping

In order to exercise due diligence in accordance witticle 8, operators shall
establish and keep up to date a due diligence system to ensure that they can guarantee
compliance with the requirements set out in Article 3(a) and (b)duibediligence
system shall be reviewed at least once a year and if necessargdadap
andaccounting fomew developments which may influence the exercise of due

EN

Directive (EU) 2018/2001 of the European Parliament and of the Council of 11 December 2018 on the
promotion of the use of energy from renewable sources (OJ L 3Z8/82,.2018, p. 8209).
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diligence.Operators shall keep record of updates in the due diligence system(s) for
Syears.

Unless otherwise provided by other EU legislative instruments that lay down
requirements regarding sustainability value chain due diligapegators which are

not SMEs shall, on an annual basis, publicly report as widely as possible, including
on the internet, on their due diligence system including on the steps taken by them to
implement their obligations as set outAnrticle 8. Operators falling also within the
scope of other EU legislative instruments that lay down requirements regarding value
chain due diligence may fulfil their reporting obligations under this paragraph by
including the required information when reporting in the context of other EU
legislative instrumeist

Operators shall keep for at least 5 years all documentation related to due diligence,
such as all relevant records, measures and procedures purséatitleo 8. They
shall make them available to the competent authorities upon request.

Article 12
Simplified due diligence

When placing relevant commodities or produabm the Union market or exporting
them from it operators are not required to fulfile obligations undeArticle 10
where they can ascertain that all relevanmmmodities and products have been
produced in countriesr parts thereothat were identified as low risk in accordance
with Article 27.

However, if the operator obtains or nsade aware of any information that would
point to a risk that the relevant commodities and products may utfdt the
requirements of this €yulation, all obligations oArticle 9 and 10 have to be
fulfilled.

Chapter 3

Obligations of Member States and tleir competent authorities

Article 13
Competent authority

Member States shall designate one or more competent authorities responsible for
carrying outtheobligations arising from this Regulation.

By [three months after the date of entry into foof¢his Regulation]Member States

shall notify the Commission of the names, addresses and contact details of the
competent authorities designated pursuant to paragraph 1. Member States shall
inform the Commission without undue delay of any changes tanfieisnation.

The Commission shall make the list of the competent authorities publicly available
on its website. The Commission shall regularly update the list, based on relevant
updates receiveflom Member States
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Member States shall ensure ttizé competent authorities have adequate powers and
resources to perforthe obligations set out i€hapter 3 othis Regulation.

Without prejudice to the operator sn obl i
Article 8, Member Statesiay providetechnical and other assistance and guidance to
operators, taking into account the situation of SMEs, in order to facilitate compliance

with the requirements of this Regulation.

Member States may facilitate the exchange and dissemination of relevant
information, in particular with a view tossisting operators iassessing risk as set
out in Article 9 and on best practices regarding the implementation of this
Regulation.

Assistance shall be provided in a manner which does not compromise the
independace, legal obligationsand responsibilities of competent authorities in
enforcing this Regulatian

Article 14
Obligation to perform checks

The competent authorities shall carry out checksstablish whetheoperators and
traders comply with theiobligations under this Regulati@md whether the relevant
commodities and products placed or made available on the Union market or exported
from it are compliant with the requirements of this Regulation

The checks referred to in paragraph 1 shallcbeducted inaccordancewith
Article 15and16.

To carry out the checks referred to in paragrapthe competent authoritiebasl
establish a plan based on a fisksed approaciThe plan shall contain at least risk
criteria to carry out the risk arysis under paragraph 4 and thereby inform the
decisions on checks. In establishing and reviewing the risk criteria, the competent
authorities shaltake into account in particular the assignment of risk to countiies
parts thereoin accordance wittrticle 27 the history of compliance of an operator

or trader with this Regulation and any other relevant informaased on the
results of the checks and the experience on implementation of the gians, t
competent authorities shall reviewosie plansandrisk criteriaon a regular basis

order to improve their effectivenes&hen reviewing the plans, the competent
authorities shall establish a reduced frequency of checks for those operators and
traders who have shown a consistent record of full congdiaith the requirements
under this Regulation.

In order to implement the ridkased plans of checks established under paragraph 3,
the competent authorities shall carry out risk analysis of the information contained in
the due diligence statements madeilable to them according to Article 4(2). The
risk analysis shall use the risk criteria included in the plans established under
paragraph 3, and shall be carried out by means of electroniepratssing
techniques integrated in the information syst&nout inArticle 31

Based on the risk analysis under paragraph 4 and any other relevant information, the
competent authorities shall identify the operators and traders to be checked according
to Articles 15 and 16.

Based on the risk analysis under paragraph 4, competent authorities shall also
identify relevant commodities and products that call for immediate action because
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10.

11.

12.

13.

they present such high risk of roompliance with the provisions of this Regulation
that requie to be checked before they are placed or made available on the Union
market or exported. Such identification shall be flagged in the information system
established undeArticle 31 and shall result in competent authorities taking
immediate interim meases underArticle 21 to suspend the placing or making
available on the Union market of the relevant commodities and products or, in the
case of relevant commodities or products entering or leaving the Union raarket
once the electronic interface referredin Article 26(1) is in placein the request to
customs authorities for suspensiander Article 24(6) of their releae for free
circulation or export

The suspensions referred to in paragraph 6 shall end within 3 working days unless
the competentwhorities, based on the result of the checks conducted within that
period, conclude that they require additional time to establish whether the relevant
commodities and products comply with the requirements of this Regulation. In such
case, the competentthorities shall extend the period of suspension by means of
additional interim measures taken und@ticle 21 or, in the case of relevant
commodities or products entering or leaving the Union market, by notifying the
customs authorities of the need toimiain the suspension underticle 24(6).

Competent authorities shall exchange information on and coordinate the
development and application of the risk criteria referred to in paragraph 3 with
competent authorities of other Member States and witlCtremission, in order to
improve the effectiveness of the enforcement of this Regulation.

Each Member State shall ensure that the annual checks carried out by their
competent authorities cover at least 5% of the operators placaigng availablen

or exporting fromthe Union markegach of theelevant commodities on their market

as well as 5% of the quantitf each of therelevant commodities placed or made
available oror exported frontheir market

For relevant commodities and products produced countryor parts thereolisted
as high risk in accordance wigtrticle 27 or if there is a risk of relevant commodities
or products produced in such countrggsparts thereoéntering the relevant supply
chain, the competent authority shall cartt enhanced scrutiny specified Amticle
20.

Without prejudice to the checks under paragraphs 5 ambrépetent authorities
shall conductchecks referred to in paragraphwhen they arein possession of
evidence or other relevant information, inchgl based on substantiated concerns
provided by third parties undérticle 29, concerning potential necompliance with
this Regulation.

Checks shall be carried out without prior warning of the operator or trader, except
where prior notification of th operator or trader is necessary in order to ensure the
effectiveness of the checks.

The competent authorities shall keep records of the checks indicating in particular
their nature and results, as well as on the measures taken in casecompiarce.
Records of all checks shall be kept for at I&agtars.

Article 15
Checks on operators
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The check®n operatorshallinclude:

(&) examination of the due diligen@ystem including risk assessment and risk
mitigation procedures;

(b) examination of documentation and records that demonstrate the proper
functioningof thedue diligencesystem

(c) examination of documentation and records that demonstratethgliance of
a specific product or commodity that the operator has plactshds to place
onor export fromthe Union market with the requirements of this Regulation

(d) examination bdue diligence statemest

and, where appropriate,

(e) on the ground examination of relevant commodities and products with a view
to ascertainig their conformity to the documentatiased for exercisinglue
diligence;

() any technical and scientific means adequate to determine the exact place where
the relevant commodity or product was produced, including isotope testing;

(g) any technical and scientific means adequate to determine whether the relevant
commodity or product are deforestatifsae, including Earth observation data
such as from Copernicus programarel tools, and

(h) spot checks, including field auditsncluding where appropriate in third
countries through cooperation with the administrative authorities of third
countries

Article 16
Checks on traders
The check®n tradershallinclude

(&) examination of documentation and records that demonstrateothpliance
with Article 6(2);

(b) where appropriatespot checks, including field audits.

Article 17
Recovery of costs by competent authorities

Member States may authorise their competent authorities to reclaim from the
operators or traders the totglf the costs of their activities with respect to instances
of noncompliance.

The costs referred to in paragraph 1 may include the costs of carrying out testing, the
costs of storage and the costs of activities relating to products that are foumd to b
noncompliant and are subject to corrective action prior to their release for free
circulation their placing oror exporting fronthe Union market.

Article 18
Cooperation and exchange of information
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1. Competent authorities shall cooperate with eattter, with authorities from other
Member Stateswith the Commission, andf necessary,with administrative
authorities of third countries in order to ensure compliance with this Regulation.

2. For the applicatiorand enforcementf this Regulation, competent authorities shall
establish administrative arrangements with t@®mmission concerning the
transmission of information and the conduct of investigations.

3. Competent authorities shall exchamgi®rmationnecessary for the @&rcement of
this RegulationThis shall include giving access to and exchange of data on
operators and traders including due diligence statements withMthenb e r St a t e ¢
competent authoritie® facilitate the enforcement of this Regulation.

4, Competat authorities shalimmediatelyalertcompetent authorities @ther Member
Statesand the Commission when they detect infringement of fr@gulation and
serious shortcomings that may affect more than Meember StateCompetent
authorities shall, in pécular, informcompetent authorities ather Member States
when they detect @levant commodity or product on the markéat is not
compliant with this Regulatigrio enable thavithdrawal orrecall ofsuch commodity
or productfrom sales in all Membegtates.

5. At the request of a competent authority, Member States shall provide to it the
necessary information to ensure compliance with this Regulation.

Article 19
Reporting

1. MemberStates shall make available to the public and the Commissiore &tést
by 30 April of each year, information on the application of this Regulation during the
previous calendar yeaithis informationshall include their plans for checks, the
number and the results of the controls carried out on operators and tiraclading
the contents of these checks, the volume of relevant commodities and products
checked in relation to the total quantity of relevant commodities and products placed
on the market, the countries of origin and of production of relevant commodites a
products as well as the measures taken in case efarmplianceand the costs of
controls recovered

2. The Commission services shall make publicly available, on an annual basis, a Union
wide overviewof the application of this Regulation baseal thedata submitted by
the MembeiStatesunder paragraph. 1

Article 20
Enhanced scrutiny

Where relevant commodities or products were produced in a caamprgrt thereofisted as
high risk in accordance witArticle 27, or there is a risk of relevant commodities or products
produced in such countries parts thereoéntering the relevant supply chaggch Member
Stateshall ensure that the annual checks carriedbguheir competent authoritieover at
least 15% othe operatorplacing making availableon or exporting fromthe Union market
each of theelevant commodities on their marleet well asl5% of the quantityof each of the
relevant commodities placed or made availableoexported frontheir marketfrom high

risk countries or parts thereof.
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Article 21

Interim measures

Where, following the checks referred toAmticle 15 and 16possibleseriousshortcomings

have been detectedr risks have been identifiggursuant toArticle 14(6), the competent
authoritiesmay take immediate interim measures, including seizure or suspension of the
placing or making available oand exporting fromthe Union market of the relevant
commodities and products.

EN

Article 22
Market surveillance measures

Without prejudice toArticle 23, where competent authorities establish that
operator or trader has not complied with its obligations under this Regulation or that
a relevantcommodity orproduct is not compliant with this Regulation, they shall
without celay require the relevant operator or trader to take appropriate and
proportionate corrective action to bring the remmpliance to an end.

For the purposes of paragraph 1, the corrective action required to be taken by the
operator or trader shall indeat least one or more of the following

(@) rectifying any formal noftompliance in particular with the requirements of
Chapter 2 of this Regulatipn

(b) preventing the relevant commodity or product from bepigced, made
available oror exported fran the Unionthe market;

(c) withdrawing or recalling the relevant commodity or product immediately;

(d) destroying the relevant commodity or product or donating it to charitable or
public interest purposes.

If the operator or trader fails to take corrective action referred to in paragraph 2 or
where the nortompliance referred to in paragraph 1 persists, competent authorities
shall ensure that the product is withdrawn or recalled, or that its being maddlavail
onor exported from the Uniomarket is prohibited or restricted.

Article 23
Penalties

Member States shall lay down rules on penalties applicable to infringements of the
provisions of this Regulation by operators and traders and shall takeeafiures
necessary to ensure that tlag implementedMember States shall notify the
Commission of thse provisions and without delay any subsegent amendments
affecting them.

The penalties provided fahall be effective, proportionate and dissuas Penalties
shall include as a minimum:

(&) fines proportionate to the environmental damage and the value &i¢hant
commodities or productsoncerned, calculating the level of such fines in such
way as to make sure that they effectively deprivesé responsible of the
economic benefits derived from their infringements, and gradually increasing
the level of such fines for repeated infringements; the maximum amount of
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such fines s halll b e at l east 4 % o f
the Member State or Member States concerned;

(b) confiscationof the relevant commodities and products concerned from the
operator antbr trader;

(c) confiscation of revenues gained by the operator/candrader from a
transaction with the relevant comodties and products concerned;

(d) temporary exclusion from public procurement processes.

Chapter 4

Procedures for relevantcommodities and productsentering or

leaving the Union market

Article 24
Controls

t

Relevant commodities and products placed undere cust oms procedur

3

free circulation’ or export’ shall be
in this Chapter. The application of this Chapter is without prejudice to any other
provisions of this Regulation as well as to otheridn legislation governing the
release for free circulation or export of goods, in partictlarUnion Customs Code

and itsArticles 46, 47, 134 and 267. Chapter VII of Regulation (8§J)2019/1020

of the European Parliament and of the Codnsihall hovever not apply to controls

on relevant commodities and products entering the Union market in so far as the
application and enforcement of this Regulation is concerned.

Competent authoritieshall be responsible for the overahforcement of this
Reguhtion with regard to a relevant commodity and product entering or leaving the
Union market In particular, competent authorities shall be responsitdé
establishing through the checks undekrticle 14(1) whether any such relevant
commodity or product caplies with the requirements othis Regulation. The
competent authorities shall carry out these duties in accordance with the relevant
provisions of Chaptes of this Regulation.

Customs authorities shall control the correct declaration of relevamhodities and
products enteringor leaving the Union market. Such contradhall be based
primarily on risk analysis, with the purpose of identifying and evaluating the risks
and developing the necessary countermeasures, and shall be performed within a
common risk management framework on the Union level.

The referencenumberof the due diligence statement assigned byitfiermation
system referred to irArticle 31 in relation to a relevant commodity or product
entering or leaving the Union shall be reaalvailable to customauthoritieswhen
lodging the customs declaration for release for free circulation or export of that

Regulation (EU) 2019/1020 of the European Parliament and @dhecil of 20 June 2019 on market

surveillance and compliance of products and amending Directive 2004/42/EC and Regulations (EC) No
765/2008 and (EU) No 305/2011
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relevant commodity or product, except where the due diligence statement is lodged
pursuant tArticle 26(2).

Upon receipt of a @toms declaration for release for free circulation or export of a
relevant commodity or product entering or leaving the Union market, customs
authorities shall verify the status of tbee diligence statement using the electronic
interface referred to iArticle 26(1). Any change of status ithe Information System
referred to in Article 3, which takes place before the release for free circulation or
export of that relevant commodity or product, shall be notified automatically to the
customs authoritiesupervising that relevant commodity or product.

Wherefollowing the risk analysis undérticle 14(4) the status of the corresponding

due diligence statemerindicates in the information system established under
Article 31 that a relevant commodity product requires to be checked before placed

or made available on the EU market or exported, customs authorities shall suspend
the release for free circulation or export of that relevant commodity or product.

Where all other requirements and formalitiggler Union or national law relating to

the release for free circulation or export have been fulfilled, customs authorities shall
allow a relevant commodity or product to be released for free circulation or exported
in any of the following circumstances:

(@) Following the risk analysis undéwticle 14(4), competent authorities have not
indicated in the information system established umdécle 31 that relevant
commodity or product agequiring the suspensiowf release for free
circulation or of the xportpursuant to paragraf)

(b) Where the release for free circulation or export has been suspended in
accordance with paragra@) the competent authorities hawet requested,
within the 3 working days indicated #rticle 14(7), the need to maintaiie
suspension ofthe release for free circulation or export of that relevant
commodity or product;

(c) Where competent authorities have notified customs authorities through the
information system established und&rticle 31 that the suspension dhe
release for free circulation or expat the relevant commodities and products
can be lifted.

The release for free circulation or export shall not be deemed proof of compliance
with Union law and, in particular, with this Regulation.

Where the competent authorities conclude that a relevant commodity or product
entering or leaving the Union markstnot compliant with this Regulation, they shall
notify the customs authorities accordingly through the information system
established undeArticle 31 Competent authorities may also indicate in the
information system that they object to placing the relevant commodity or product
under other specific customs procedures.

Upon notification of that status, customs authorities shall not atewelease for

free circulation or export of that relevant commodity or product. They shall also
include the following notice in the customs dptacessing system and, where
possible, on the commercial invoice accompanying the relevant commodity or

prodw t and on any ot her rel e v aaompliant ¢c ¢ o mp ;

commodity or product— release for free circulation/export not authorised
Regulation ( E[ORtohdicaté refedenceXf.this Regulation]
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10.

Where the relevant commodity or prodigsubsequently declared for other customs
procedures and provided that the competent authorities did not object to such
placement, the notice shall be included by operator in the customs declarations and
registered, under the same conditions, in theocustdatgprocessing system and,
where possible, on the accompanying documents used in connection with any such
procedures.

Notifications and requests under paragraphs 8 of this Article shall take place by
means of the electronic interface refertedn Article 26(1). ParagraphS to 8 shall
apply once the electronic interface referred téiiticle 26(1) is in place.

Customs authorities may destroy a fammpliant relevant commodity or product
upon the request of the competent authorities/foere they deem it necessary and
proportionate. The cost of such measure shall be borne by the natural or legal person
holding the relevant commaodity or product. Articles 197 and 198 of Regulation (EU)
No 952/2013 shall apply accordingly. Upon requestarhpetent authorities, nen
compliant relevant commodities and products may alternatively be confiscated and
placed by customs at the disposal of the competent authorities.

Article 25
Exchange of information and cooperation among authorities

To enable therisk-based approach referred to #rticle 14(3) for relevant
commodities and products entering or leaving the Union market and to ensure that
checks are effective and performed in accordance with the requirements of this
Regulation, the Commission, contget authorities and customs authorities shall
cooperate closely and exchange information.

Customs authorities and competent authorities shall cooperate in accordance with
Article 47(2) of Regulation (EU) No 952/2013 and exchange information necessary
for the fulfilment of their functions under this Regulation, including via electronic
means.

Risk-related information shall be exchanged:

(@) Between customs authorities in accordance with Article 46(5) of Regulation
(EU) No 952/2013; and

(b) Between customs authorities and the Commission in accordance with Article
16(1) of Regulation (EU) No 952/2013.

Where, in relation to relevant commodities and products subject to this Regulation
that are either in temporary storage or placed undest@rms procedure other than

3 bl

rel easece for free circulation’, cust oms
reason to believe that those relevant commodities or products are not compliant with
this Regulation, they shall transmit all relevant inforimatio the competent customs

office of destination.

Article 26
Electronic interfaces

The Commission shall develop an electronic interface based on the EU Single
Window Environment for Customs to enable the transmission of data, in particular
the notificaions and requests referred toAmticle 24, paragraphs 5 to 8, between
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national customs systems and the information system referredAiticie 31 This
electronic interface shall be in place at the latest four years from the date of adoption
of the rdevant implementing act referred to in paragraph 3.

The Commission may develop an electronic interface based on the EU Single
Window Environment for Customs to enable:

(@) Traders and operators to make available the due diligence statement of a
relevant commodity or product via national single window environment for
customs referred to ikrticle 8 of Regulation[PO to check the reference
number and article number after the proposal is addpaéedl receive feedback
thereon from competent authoritiead

(b) The transmission of that due diligence statement toinff@mation system
referred to inArticle 31 of this Regulation

The Commission shall adopt implementing acts specifying the details of
implementation arrangements for paragraphs 1 and 2 and, in particular, defining the
data, including its format, to be transmitted in accordance with paragraphs 1 and 2.
The implementingacts may also determine that certain specific data available in the
due diligence statement and necessary for activities of customs authorities, including
surveillance and fight against fraud, is transmitted and registered in EU and national
customs systas. Those implementing acts shall be adopted in accordance with the
examination procedure referred toArticle 34(2).

Chapter 5

Country benchmarking system and cooperation witththird

countries

Article 27
Assessment ofountries

This Regulationestablishes a thrdeer system for the assessment of countdes
parts thereofUnless identified in accordance with this Article as presenting a low or
high risk, countries shall beonsidered aspresenting astandard risk. The
Commission may identifyauntriesor parts thereathat present a low drigh risk of
producingrelevant commoditiesr products that are not compliant with Article 3
point (a). Trelist of the countriesor parts thereathat present a low drigh risk shall

be published by means whplementing act(s) tbe adopted in accordance with the
examination procedure referred to Amticle 34(2). That list shall be updated as
necessary in light of new evidence.

The identification of low and high riskoantries or parts thereofpursuant to
paragraph 1 shatbke into account information provided by the country concerned
andbe based on the following assessment criteria:

(a) rate of deforestatioand forest degradatipn
(b) rate of expansion of agriculeiland for relevant commaodities,
(c) production trends of relevant commodities and progucts
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(d) whether the nationally determined contribution (NDC) to ttheted Nations
Framework Conveion on Climate Change covernmissions and removals
from agricultue, forestry and land usehich ensures thagmissions from
deforestation and forest degradatiane accounted towards the country's
commitment to reduce or limit greenhouse gasssions as specified in the
NDC;

(e) agreements and other instruments cometl between the country concerned
and the Union that address deforestatiorforest degradatioand facilitates
complianceof relevant commodities and produetgh the requirements of this
Regulationand their effective implementation;

(  whether the country concerndths national or subnational laws in place,
including in accordance witirticle 5 of the Paris Agreemengnd takes
effective enforcement measures to avoid and sanction activities leading to
deforestation and forest degradatiand in particular whether sanctions of
sufficient severity to deprive of the benefits accruing from deforestation
forest degradatioare applied

The Commission shall notify the countries concerned of its intent to assign a change
to the existingrisk category and invite them to provide any information deemed
useful in this regard. The Commission shall allow the countries adequate time to
provide a response, which may include information on measures taken by the country
to remedy the situation inaseits statusor the statusof partsthereof might be
changed to a higher risk category.

It shall include in the natification the following information:

(&) the reason or reasons for the intention to chdahgeisk identificationof the
countryor partsthereof

(b) the invitation to respond to the Commission in writing with regard to the
intention to changing the risk statofsthecountryor parts thereof

(c) the consequences of its identification as a high or low risk country.

The Commissiorshall, without delay, notify the competent authorities of inclusion
or removal of a country from thest referred to in paragraph 1.

Article 28
Cooperation with third countries

The Commission shadingage with producer countries concerned by this Ragal

to developpartnerships and cooperation to jointly address deforestation and forest
degradation. Such partnerships and cooperation mechanisms will focus on the
conservation, restoration and sustainable use of forests, deforestation, forest
degradatio and the transition to sustainable commodity production, consumption
processing and trade methods. Partnerships and cooperation mechanisms may
include structured dialogues, support programmes and actamh®inistrative
arrangementsand provisions in exisg agreements omgreements that enable
producer countries to make the transition to an agricultural production that facilitates
the compliance of relevant commodities and products with the requirements of this
regulation Such agreements and their effee implementation will be taken into
account as part of the benchmarking unileicle 27 of this Regulation.
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Partnerships and cooperatishould allow the full participation of all stakeholders,
including civil society, indigenous people, local communities and the private sector
including, SMEs and smallholders.

Partnerships and cooperation shall promote the development of integrateaséan
planning processes, relevant legislations, fiscal incentives and other pertinent tools to
improve forest and biodiversity conservatiosustainable management and
restorationof forests,tackle the conversion of forests and vulnerable ecosystems to
other land uses, optimise gains for the landscape, tenure security, agriculture
productivity and competitiveness, transparent supply chains, strengthen the rights of
forest dependent communities including smallholders, indigenous peoples and local
communites, and ensure public access to forest management documents and other
relevant information.

The Commission shall engage in international bilateral and multilateral discussion on
policies and actions to halt deforestation and forest degradatioluding in
multilateral fora such asddvention on Biological DiversityFood and Agriculture
Organization of the United NationdJnited Nations Convention to Combat
Desertification,United Nations Environment Assemblynited Nations Forum on
Forests United Nations Framework Conuvgon on Climate ChangeNorld Trade
Organisation G7 and G20. Such engagement shall include the promotion of the
transition to sustainable agricultural production and sustainable forest management
as well as the development whnsparent and sustainable supply chamsvell as
continue efforts towards identifying and agreeing robust standards and definitions
that ensure a high level of protection of forest ecosystems.

Chapter 6

Substantiated concern

Article 29

Naturalorlegalper s ons’ substantiated conce:

Natural or legal persons shall be entitled to submit substantiated concerns to
competent authorities when they dedrased orobjective circumstances, that one or
more operators or traders are failing ¢omply with the provisions of this
Regulation.

Competent authorities shall diligently and impartially assess the substantiated
concerns and take the necessary steps, incluthiegksand hearings of operators
and traders, with a view to deteqj potental breaches of the provisions of this
Regulation andwhere appropriate, interim measures urilgicle 21 to prevent the
placing making availableon and export fromthe Union market of relevant
commodities and productsder investigation

The competet authority shall, as soon as possible and in accordance with the
relevant provisions of national law, inform the natural or legal persons referred to in
paragraph 1, which submitted observations to the authority, of its decision to accede
to or refuse th request for action and shall provide the reasons for it.
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Article 30
Access to justice

Any natural or legal persomnaving sufficient interest, including those having
submited substantiated concem accordance witirticle 29, shall have access to a
court or other independent and impartial public body competent to review the
procedural and substantive legality of the decisions, acts or failure to act of the
competent authority under this Regulation.

This Regulation shall be without prejudice to gonpvisions of national lawvhich
require that administrative review procedures be exhausted prior to recourse to
judicial proceedings.

Chapter 7

Information System

Article 31
“Re gi lnformatich System

The Commission shall establish and maintdip,the date established iArticle
36(2), an information systeni Registet )which shall contain the due diligence
statemergmade availabl@ursuant to Article 4(2).

The information system shall provide at least for the following functionalities:

(&) registration ofoperatorsand traders and their authorised representatives in the
EU; for operators placingelevant commodities and productsxder the
cust oms procedur e ‘“rel eas ethe Eaomomid r ¢ e
Operators Registration andelatification (EORI) numberestablished pursuant
to Article 9 of Regulation (EU) No 952/2013shall be included in their
registration profile

(b) registration of due diligence statemeirsluding the delivery to the operator
or trader concerned of a reference number for each due diligence statement
(c) registration of the outcome of controls on due diligence statements;

(d) interconnection with customs via the EU Single Window Envirent for
Customs* [when the Regulation is adopted, reference can be made to it
directly], in accordance witlArticle 26, including to alow the notifications
and requests unddrrticle 24(0) to (8);

(e) allow the risk profiling of operatorsradersand relevant commodities and
productsfor the purpose of identifying high risk consignmeatsording to the
risk analysis imArticle14(4);

()  allow administrative assistance and cooperation between competent authorities
and the Commissioto exchange information and data;

(g) allow communication between competent authorities and operators and traders
for the purposes of implementation bfs Regulation.
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3. The Commission shall, by means of implementing acts, establish rules for the
functioning of the information system, including rules for the protection of personal
data and exchange of data with other IT systems. Those implementingpalttses
adopted in accordance with the examination procedure referred\ttdle 33(2) of
this Regulation.

4. The Commission shall provide access to that information system to customs
authorities, competent authorities, operators and traders in accordance with their
respective obligations under this Regulation.

5. In line with the E U’ s rtioyae the Dibegtivea (EUP o1 i ¢ y .
2019/1024°% the Commission shall provide access to the wider public to the
complete anonymised datasets of the information system in an open format that can
be machingeadable and that ensures interoperabilityse and accs#ility.

Chapter 8

Review

Article 32
Review

1. No later than two years after the entry into force, the Commission shall carry out a
first review of this Regulation, and shall present a report to the European Parliament
and the Council accompanied, if appriate, by a legislative proposdihe report
shallfocus in particular omn evaluation of the need and the feasibility of extending
the scope of this Regulation to other ecosystanuding land with high carbon
stocks and land with a high biodivdysivalue such as grasslands, peatlands and
wetlands and further commodities.

2. No later than five years aftehe entry into forceand at least every five years
thereafter, the Commission shall carry out a general review of this Regulation, and
shall preent a report to the European Parliament and the Council accompanied, if
appropriate, by a legislative proposal. The first of the reports shall include in
particular, based on specific studies, an evaluation of:

(@) the need for and feasibility of additiantrade facilitation tools to support the
achievement of the objectives of the Regulatrmriuding through recognition
of certification schemes;

(b) the impact of thd&Regulation orfarmers, in particulasmallholders, indigenous
peoples and local commuiais and the possible need for additional support for
the transition to sustainable supply chains.

3. Without prejudice to the general review under paragraph 1, a first review of Annex |
shall be carried out by the Commission no later than two yearstlaétemtry into
force of this Regulation, and thereafter at regular inteimatsder to assess whether
it is appropriate to amend or extend the relevant prodistesd in Annex lin order to
ensure that all productbat contain, have been fed with lmave been made using

36 Directive (EU) 2019/1024 of the European Parliament and of the Council of 20 June 28d®&nodata
and the reuse of public sector information (OJ L 172, 26.6.2019, p83h
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relevant commoditieare included in that listunless the demand for those products
has a negligible effect on deforestatidine reviews shall be based on an assessment
of the effect of the relevant commodities and products on detétien and forest
degradatiopandtake into account changes in consumptamindicated by scientific
evidence.

Following a review as set out in paragraphh® €ommission may adopt delegated
acts in accordare withArticle 33to amendAnnex Ito include relevant productlat
contain or have been made using relevant commodities

Chapter 9

Final provisions

Article 33
Exercise of the delegation

The power to adopt delegated acts is conferred on the Commission subject to the
conditions laid down inthis Article.

The power to adopt delegated acts referred to in Articlgs 20(8) and32(4) shall

be conferred on the Commission for a period of 5 years from DD/MM/YY. The
Commission shall draw up a report in respedhefdelegaion of power at thdatest

6 months before the end of the 5 year period. The delegation of power sta@itlye
extended for periods of an identical duration, unless the European Parliament or the
Council opposes such extension not later tHamre¢ months before the end exdch

period

The delegation of power referred toAnticles 9@3), 10(8) and2(4) may be revoked

at any time by the European Parliament or by the Council. A decision to revoke shall
put an end to the delegation of the power specified in that declsishall take
effect the day following the publication of the decision in the Official Journal of the
European Union or at a later date specified therein. It shall not affect the validity of
any delegated acts already in farce

Before adopting a delegat act, the Commission shall consult experts designated by
each Member State in accordance with the principles laid down in the
Interinstitutional Agreement of 13 April 2016 on Better L-Making.

As soon as it adopts a delegated act, the Commissidmsitiy it simultaneously to
the European Parliament and to the Council.

A delegated act adopted pursuantAidicles 9@3), 10(8) and32(4) shall enter into

force only if no objection has been expressed either by the European Parliament or
by the Cound within a period of two month®f notification of that act to the
European Parliament and the Council or if, before the expiry of that period, the
European Parliament and the Council have both informed the Commission that they
will not object. That perid shall be extended bywo month$ at the initiative of the
European Parliament or of the Council.
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Article 34

Committee procedure

1. The Commission shall be assisted dycommittee That committee shall be a
committee within the meaning of Regulation (B 182/201%".
2. Where reference is made to this paragraph, Article 5 of Regulation (EU) No

182/2011 shall apply, having regard to the provisions of Article 11 thereof.

Article 35
Repeals

Regulation (EU) No 995/201% repealedwith effect from the datef application of this
Regulation set out iArticle 36(2).

Article 36
Entry into force and date of application
1. This Regulation shall enter into force on the twentieth day following that of its
publication in theDfficial Journal of the European Union
2. Articles 3to 12, 14 to 22, 24, 29 and 3Ball applyl2 monthsfrom the entry into

force of this Regulation.

3. Articles referred to paragraph 2 shall apply 24 months from the entry into force of
this Regulation for operators that are microenterpfissstablished bj{pecember 31,
202Q except for products covered in the AnneR&gulation (EU) No 995/2010

Done at Brussels,

For the European Parliament For the Council

The President The President

87 RegulationEU) No0182/2011of the European Parliament and of the Council of 16
February2011laying down the rules and general principles concerning mechanisms ritsolcby Member

States of the Commission’s exercise of implementing p
38 As defined in Article 3(1) of Directive013/34/EU of the European Parliament and of the Council of

26 June 2013 on the annual financial statements, consolidated financialesttteand related reports of certain
types of undertakings, amending Directive 2006/43/EC of the European Parliament and of the Council and
repealing Council Directives 78/660/EEC and 83/349/EEC
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LEGISLATIVE FINANCIAL STATEMENT

FRAMEWORK OF THE PROPOSAL/INITIATIVE
1.1. Title of the proposal/initiative

1.2. Policy area(s) concerned

1.3. The proposal/initiative relates to:

1.4. Objective(s)

1.4.1.General objective(s)

1.4.2.Specific objective(s)

1.4.3.Expectedesult(s) and impact

1.4.4 Indicators of performance

1.5. Grounds for the proposal/initiative

1.5.1.Requirement(s) to be met in the short or long term including a detailed
timeline for rollout of the implementation of the initiative

1.5.2.Added véue of Union involvement (it may result from different factors, e.qg.
coordination gains, legal certainty, greater effectiveness or complementarities). For
the purposes of this point '‘added value of Union involvement' is the value resulting
from Union intevention which is additional to the value that would have been
otherwise created by Member States alone.

1.5.3.Lessons learned from similar experiences in the past

1.5.4.Compatibility with the Multiannual Financial Framework and possible
synergies witlother appropriate instruments

1.5.5.Assessment of the different available financing options, including scope for
redeployment

1.6. Duration and financial impact of the proposal/initiative
1.7. Management mode(s) planned

2.  MANAGEMENT MEASURES
2.1. Monitoring and reporting rules
2.2. Management and control system(s)

2.2.1.Justification of the management mode(s), the funding implementation
mechanism(s), the payment modalities and the control strategy proposed

2.2.2.Information concerning the riskiglentified and the internal control system(s)
set up to mitigate them

2.2.3.Estimation and justification of the cesftfectiveness of the controls (ratio of
"control costs + value of the related funds managed"), and assessment of the
expected levels oisk of error (at payment & at closure)

2.3. Measures to prevent fraud and irregularities

ESTIMATED FINANCIAL IMPACT OF THE PROPOSAL/INITIATIVE
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3.1. Heading(s) of the multiannual financial framework and expenditure
budget line(s) affected

3.2. Estimated financial impact of the proposal on appropriations
3.2.1.Summary of estimated impact on operational appropriations
3.2.2.Estimated output funded with operational appropriations
3.2.3.Summary of estimated impact on administrative approjomati
3.2.4.Compatibility with the current multiannual financial framework
3.2.5.Third-party contributions

3.3. Estimated impact on revenue
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1.2.

1.3.

1.4.
1.4.1.

1.4.2.

1.4.3.

LEGISLATIVE FINANCIAL STATEMENT

FRAMEWORK OF THE PROPOSAL/INITIATIVE
Title of the proposal/initiative

Proposal for a Regulation of the European Parliament and of the Council cong
certain relevant commodities and products associated with deforestation ang
degradation

erning
forest

Policy area(s) concerned

| 09- Environment and limate Action

The proposal/initiative relates to:

M a new action

0 a new action following a pilot project/preparatory action

O the extension of an existing action

M a merger or redirection of one or more actions towards another/a new action
Objective(s)

General objectivs)

The general objective is to curb deforestation and forest degradation that is pr
by EU consumption and production. This, in turn, is expected to reduedritzh

pvoked

greenhouse gas emissions and biodiversity loss

Specific objective(s)

Specific objective No

Curbing deforestation and forest degradation that is provoked by EU consui
and production:

o Minimise consumption of products coming from supply chains associatec
deforestation or forestegradation.

mption

with

° Increasce EU de mand for and frad?éd

commodities and products.

Expected result(s) and impact

Specify the effects which the proposal/initiative should have on the beneficiaries/groups targeted.

As referred to in Article 58(2)(a) or (b) of the FinandRadgulation.

60

The proposedegulation will prevent deforestation driven by EU consumption jand
production of the six commodities included in the scope, with projected benefits well
above 71,920 hectares of forest less affected ydikén deforestation and forest
degradation annugllby 2030. This would also mean a reduction of at least 31.9
million metric tons of carbon emissions to the atmosphere every year due [to EU
consumption and production of the relevant commodities, which could be translated
into economic savings of at lea8t2 billion EUR annually. In addition, the
regulation is expected to decisively contribute to protecting biodiversity, to creating a
level playing field for companies operating in the EU market, as well as to ach|eving
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1.4.4.

1.5.
1.5.1.

the specific objectives of the regtitan: Minimising the consumption of products
coming from supply chains associated with deforestation or forest degradation and
increasing EU demand for affd eer adeommod] f

and products.

Indicators of performance

Secify the indicators for monitoring progress and achievements.

1. At least 71,920 hectares of forest less per year will suffer deforestation or
degradation due to EU consumption or production of the commodities in the sc

2. At least 31.9 millia metric tons of carbon per year will not be emitted to
atmosphere due to EU consumption and production of the commodities in the §

3. Fewer animal and plant species will be threatened by extinction through
driven deforestation and forest dedmtion.

4. Operators and traders dealing with the relevant commodities in the EU will |
clear and predictable EU legal framework that levels the playing field as re
obligations to prevent deforestation and forest degradation.

5. The quantity of pducts sold in the EU coming from supply chains associ
with deforestation or forest degradation will be reduced.

6 . EU consumption and-fpreeductoimmo da fi
will grow.

forest
ope.

the
scope.
n EU

nave a
gards

ated

1‘ede fa

Grounds for the proposal/initiative

Requirement(s) to be met in the short or long term including a detailed timeline for

roll-out of the implementation of the initiative

The proposed regulation will be directly applicable from the day of its entry
force. A series of implementirdglegated acts, as well as administrative tasks,
be deployed in a timhorizon of 5 yearfrom the date established in Article 36 (1).

A detailed list of these envisaged actions is provided below:
1. Before thalate established in Article 36(2)

a) A public bid (or administrative arrangement) for a contract to develop the cg
benchmarking system according to the criteria specified in the regulation.

b) A public bid for an impact assessment on the covdtirnger commodities an
products as well asther vulnerable ecosystems

into
will

untry

c) A public bid for a contract to support the Commission in the tasks mandated
regulation.

d) A contract or administrative arrangement to develminformation systento

in the

store and exchange data on operators andiselérations.
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1.5.2.

1.5.3.

2. Within the first five years after tltate established in Article 36(1)

a) Commission adopts lists of low and high risk countead parts thereofia
delegated/implementing act.

b) Commission adopts adapted product scopeeliegated/implementing act.
d) A public bid for a contract to support the first evaluation of the regulation.

accompanied as appropriate by a legislative propgsaposing possibl

e) Commission conducts and approves first evaluation of the reguFtion,

amendments.

Added value of Unionnvolvement (it may result from different factors, e.g.

coordination gains, legal certainty, greateffectiveness or complementaritidsjr
the purposes of this point 'added value of Union involvement' is the \edulimg

from Union intervention which is additional to the value that would have been

otherwise created by Member States alone.

Reasons for action at European level éaxe)

Drivers of deforestation and forest degradation are linked to EU and inteadatio
trade. Action at EU level is essential to enable international trade issues|to be
addressed in a coordinated and harmonised way, and to ensure a level playing field
for companies, in terms of requirements to be met before placing or making prpoducts
avdlable on or exporting from Union market. Action at EU level would also bepefit
from previous EU experience in dealing with complex supply chains (e.g. stemming

from the legislation related to illegal logging for example.)

Only action at EU level would guwantee to effectively achieve the goals of the

intervention, that is, curbing Edriven deforestation and therefore GHG emissi
and biodiversity loss provoked by EU consumption and production, as w
minimising the consumption of commodities and ducts associated wit
deforestation.

Expected generatddnion added value (epost)

The EU intervention will ensure harmonised requirements for the product
commodities in the scope of the Regulation that are being placed on the EU 1
regardles®f whether they are produced inside or outside the EU. This will ens
fair playing field for companies operating in the EU, which will be subject tg

same obligations, regardless of the EU country in which they are based.

intervention will signiicantly decrease Eddriven deforestation (see expected res
above), GHG emissions and biodiversity loss.

The proposal should also contribute to minimising the consumption of prg
coming from supply chains associated with deforestation or foresadimn; and
increasing EU demand for a#fdeerado

ns
oll as
h

5 and
narket,
ure a
the
The
ults

ducts

mimwo d 1 t

and products.

Lessons learned from similar experiences in the past

The evaluation of the EUTR and FLEGT Regulation, focusing on the legality of
timber plaed on the EU market, points to a need to modernise the legislative
framework. There are currently no EU rules in place aiming to reduce the impact of
EU consumption on deforestation and forest degradation. The proposal builds| on the
lessons learnfrom the Fitness Check as regards the improvement of the proposed
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due diligence system (in comparison with that of the EUTR) and the lack of
effectiveness ofpecific bilateral trade treaties (tHELEGT Voluntary Partnershi
Agreements of the timber sector) takke EU-driven deforestation.

1.5.4. Compatibility with the Multiannual Financial Framework and possible synergies
with other appropriate instruments

The European Union has approved a major recovery plan based on a reinforced long
term budget for the nextultiannual Financial Framework and a new recovery
instrument, Next Generation EU.

The initiative falls under the umbrella of the European Green Deal, which guides the
EU's recovery strategy. It aims to make te EU clinmaetral by 2050 and to cutb
biodiversity loss. This includes the objective of promoting products and value ¢hains
that do not involve deforestation and forest degradation. It also advocates for more
sustainable food supply chains and for the EU to set new standards for sustainable
growth and use its economic weight to shape international standards that are|in line
with EU environmental and climate ambitions. The initiative is also part of the
priorities set out in the Biodiversity strategy for 2030 and the Farm to Fork Strategy.

The initiaive falls under Heading 3 (Natural Resources and the Environment), Title
9 (Environment and Climate Action) of the Multiannual Financial Frameworkl. As

detailed below, the implementation of this piece of legislation will require additional
human resourceqd also some supporting expenditure. The supporting expenditure
will be covered by the EU programme for the environment and climate action (LIFE)
2021-2027.

1.5.5. Assessment of the different available financing options, including scope for
redeployment

The implementation of thRegulation will result ina large anddiversenumber of
economic sectors falling under the scope of the Regulation, whiltimecessitatg
additional human resourcegprocurement resources for external contractors |and
administratve arrangementsetweenCommission services.

Five additional FTEs within DG ENV will be needed to implementRiegulation
including international cooperationTwo additional FTEs within DG INTPA
focusing on cooperation and development as well as 1 adalitFTEs for TAXUD
are needed to implement the Regulation, in particular obligations related to customs.

The needs are based on calculations of the resources assigned to the legislative tools
aimed at fighting illegal logging (EUTR and FLEGT Regulatiotie former of
which will be replaced by the proposed initiative. The current available staff in DG
ENV are 3.25 AD + 1 AST + 1 Free SND + 0.5 FTE of a contract agent. This covers:
a) Implementing, monitoring and reviewing two EU regulations (EUTR and FLEGT
Regulation); b) negotiating and implementing Voluntary Partnership Agreements
with five countries (Indonesia, Vietham, Laos, Thailand and Malaysia)| and
cooperating with other producing and consuming countries, including a permanent
cooperation structureitth China; c) representing the EU in multilateral fora: FAO,
United Nations Forum on Forests (UNFF) and the International Tropical Timber
Organization (ITTO); d) implementing the additional actions foreseen in the
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Commi ssion Communi ¢ alActomto Brotect‘atdtRestoreithe g u p
World's Forests;

The new proposal will not only integratexisting EU legislation,but also
significantly expand the scope of actions and the complexity of implementation,
which entails the need for new resources. i@ proposal will involve expanding

the scope from one commodity (wood) to six (adding beef, palm oil, soy, cocaa and
coffee) and their derived products, and it will expand its coverage to go beyond
legality and include sustainability. This, in turn, ipegted to increase the value |of

the economic sectors concerned as well as the number of stakeholders and third
countries directly and strongly affected by the Regulation. There will be more Expert
Group meetings (from five to six) and more members of tlweim (from only
member states to include stakeholders and third countries.) There will be @ new
information system (see below), in addition to the one dedicated to the FLEGT
Regulation. The country benchmarking system (see below) is expected to involve
closer cooperation with dozens of countries. The political visibility and sensitiveness
of the Regulation will increase in comparison with the previous situation covering
only wood, as it will affect sectors that are essential for the economies of particular
countries €.g.cocoa in Ivory Coast and Ghana; palm oil in Indonesia and Malaysia;
soy and cattle in Brazil and Argentina) requiring intensified bilateral engagement
including at expert level. The representation duties of DG ENV in internationa| fora
will increase, too. The reporting duties of member states will increase in line wjth the
greater scope of commodities and the value of economic sectors involved. The
transition to the new Regulation, the repeal of the EUTR and the adaptation|of the
FLEGT Reguation will involve additional tasks over the first five years of operatjon.

Al l these new activities and tasks wi l 1l
The higher political and economic weight of the new Regulation will require more
preparation and ore analytical work to manage more interactions at both
political and working level— with other Commission departments, with the Council
and the European Parliament, with stakeholders, with third countries and with
international organisations. The adliital reporting tasks carried out by and the
added tools (the information systeand the benchmarking system) managed by|DG
ENV will require additional oveight by DG ENV. Streamlining and improving
implementation in comparison with the EUTR and FLEGT Regulatierwhich, as
reflected in the Fitness Chedkad a number of shortcomings, taking also intg
accountthe bigger scope, will demand more resources fro@ BNV dedicated tg
monitoing implementation in member states.

All these tasks require a high capacity of political judgement, policy knowledge,
analytical skills, independence and resilience that can only be delivered by AD
officials. The complex supply hains of the commodities involvedand the
geographical differences across the globe, would make it advisable to aim at a|certain

degree of specialisation within DG| ENV’ s
This can be done by commodity, by region or lbgsk, but itwill require the
additional staffing resources as set out above. Outsourcing will be used as far as
possible (see below), but this also requires oversight. In addition, there are core tasks
that involve a high degree of political sensitivitydaneed to be carried out by the

Commission.

https://eurlex.europa.eu/legatontent/EN/TXT/?qid=1565272554103&uri=CELEX:52019DC0352
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Resourceneedswill increasefor DG ENV, DG INTPA and DGTAXUD. DG ENV
will have to work on the complex exercise of country benchmarking (both
technically and diplomatically), while as at the same time continuine
implementation of previous legal obligationsn this new context including
international cooperatiorcgnstant work with partner countsieboth consumer and
producing,crucial to avoid leakageDG INTPA will in particular focus omew
cooperationprograms under the frame of Forest Partnerships, which will be ajmed,
among other goals, at helping producing countries comply with the Regulation. The
Forest Partnerships will be offeredath relevantcountries including thoseurrently
engaged in Volatary Partnership Agreements negotiations or implementdiién
TAXUD will work on the general policy implementation of the Regulation as well as
preparatory work and drafting of secondary legislation in relation to relevant
commodities and products entegior leaving the Union market. These activitias
requirethe additional human resources for DG ENV, DG INTPA and DG TAXUD.

Before the entry into force and in the first five years of operation, there will als¢ be a
need for procurement budget for extarcontractors that will be supporting the first
review of the product scope, the first evaluation of the regulation and the general
implementation of the regulation. The estimated budget for these three contragts over
the first five yearss EUR 3,050,00. This estimate is based on previous procurement
contracts with the same characteristics.

There is also a need for developing the due diligence registry, a database |linking
customs authorities of member states, other competent authorities of member states
and the Commission, and storing and facilitating information supplied by opefrators
(essentially their registration and their sédfclarations.) This could be done either

via an external contractor or with an administrative arrangement with Commjssion
sewvices. DG ENV has facilitated a budget estimate of EUR 1.5 million for five years

to create and maintain the database with the required functionalitiegldition,
TAXUD has filed a budget of 950,000 over the first five years of operation for the IT
work necessary to adapt the custom systems to the changes required |by the
Regulation IT development andelatedprocurement choices will be subject to pre
approval by the European Commission Information Technology and Cybersecurity
Board.

As regards the creation and the operation of the country benchmarking, this could be
done via an administrative arrangement or an external contract. A provisional budget
of EUR 4,369,000is foreseen fothe first five yearsThis is nearly five times the
amount contemplated in the Impact Assessmetiich wascalculated in terms of
working hours This is because the benchmarking foreseen in the Impact Assessment
was a simplified version, which has been enlarged with new assessment criteria, as
well as withincreased cooperation duties with affected countries, in the final |legal
proposal. These new features are labour intensiassessing the legislation apd
enforcement of legislation in every country is an ambitious endeavaund will
involve a much largeamount of working hours. The revamped amount has peen
calculated taking into account the experience of the country overviews of the EU
Timber Regulation.

EN 65 EN



1.6. Duration and financial impact of the proposal/initiative
O limited duration
— 0O in effect from[DD/MM]YYYY to [DD/MM]YYYY

— [ Financial impact from YYYY to YYYY for commitment appropriations and
from YYYY to YYYY for payment appropriations.

M unlimited duration
— Implementation with a startp period from2023to 2027,
— followed by fullscale operatio.

1.7. Management mode(s) plannet
M Direct managementby the Commission
— M by its departments, including by its staff in the Union delegations;
— [ by the executive agencies
[0 Shared managementvith the Member States
] Indirect managementby entrusting budget implementation tasks to:
— [ third countries or the bodies they have designated;
— [international organisations and their agencies (to be specified);
— [ the EIB and the European Investment Fund;
— [ bodies referred to in Articles 70 and @flthe Financial Regulation;
— [ public law bodies;

— [ bodies governed by private law with a public service mission to the extent that
they are provided with adequate financial guarantees;

— [ bodies governed by the private law of a Member State that aretedtmigh
the implementation of a publarivate partnership and that are provided with
adequate financial guarantees;

— [ persons entrusted with the implementation of specific actions in the CFSP
pursuant to Title V of the TEU, and identified in the releJzasic act.

- 1 f more than one management mode is indicated, pleas
Comments
8 Details of management modes and references to the Financial Regulation may be found on the

BudgWeb site:
https://myintracomm.ec.europa.eu/budgweb/EN/man/budgmanag/Pages/budgmanag.aspx
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2.2.
2.2.1.

2.2.2.

2.2.3.

2.3.

MANAGEMENT MEASURES
Monitoring and reporting rules

Specify frequency and conditions.

The LFS concerns staff expenditure, procurement, and possibly adminst

rative

arrangements. Standard rules for this type of expenditures apply

Management and control system(s)

Justification of the management mode(s), the funding implementation medsanism

the payment modalities and the control strategy proposed

The management mode for the initiative is direct management by the Comm|
The Commission will be assisted by an Expert Group with member
representatives and stakeholders: The ComomsSxpert Group/MultiStakeholder
Platform on Protecting and Restorin
be assisted by a Committee.

Overall, the initiative involves staff expenditure, procurement and posg

ission.
states

sibly

administrative arrangements. Sdard rules for this type of expenditure apply.

Information concerning the risks identified and the internal control system(s) set up

to mitigate them

Overall, the initiative involves staff expenditure, procurement and posg

sibly

administrative arrargments. Standard rules for this type of expenditure apply.

Estimation and justification of the cestfectiveness of the controls (ratio of "control
costs + value of the related funds managed"), and assessment of the expected levels

of risk of error(at payment & at closure)

Overall, the initiative involves staff expenditure, procurement and posg

sibly

administrative arrangements. Standard rules for this type of expenditure apply.

Measures to prevent fraud and irregularities

Specify existing ognvisaged prevention and protection measures, e.g. from thé&rantl Strategy.

Overall, the initiative involves staff expenditure, procurement and posg

sibly

administrative arrangements. Standard rules for this type of expenditure apply.
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ESTIMATED FINANCIAL

IMPACT OF THE PROPOSAL/INITIATIVE

3.1 Heading(s) of the multiannual financial framework and expenditure budget
line(s) affected
e Existing budget lines
In order of multiannual financial framework headim@nd budget lines.
Budget line Type of Contribution
9 expenditure
Heading of
multiannual éfl_er”/l from within the
financial Diff./Non- : candidate | from third meaning of
: t :
framework | Number diff.57 couSr; eS| countrie®® | countries Ar?ﬁféiggé?glm
Regulation
3 09 02 01- Nature and biodiversity Diff. YES NO NO NO
- 20.01.02.0% Remuneration and Non-diff. NO NO NO NO
allowances
20 02 06 02 Conference and meetin .
7 Non-diff. NO NO NO NO
costs
57 Diff. = Differentiated appropriations / Nediff. = Non-differentiated appropriains
58

59
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EFTA: European Free Trade Association

Candidate countries and, where applicable, potential candidates from the Western Balkans
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3.2. Estimated financial impact ofthe proposal on appropriations

3.2.1. Summary of estimated impact on operational appropriations

— [ The proposal/initiative does not require the use of operational appropriations

— M Theproposal/initiative requires the use of operational appropriations, as explained below:

EUR million (to three decimal places)

Heading of multiannual financial framework | 3 Natural Resources and Environment
DG: ENV Year Year Year Year Year Year TOTAL
) 2022 2023 2024 2025 2026 2027 (2022-2027)
» Operational appropriations
. . Commitments (1a) 0.500 1.789 1680 1.610 1.890 1.450 8.919
09 02 01- Nature and biodiversity 5t @ | 0500| 1789| 1.680| 1.610| 1.890| 1.450 8.919
Appropriations of anadministrative nature financed from tl
envelope of specific programntés
Budget line ®3)
Commitments | %™ | 0.500| 1789| 1.680| 1.610| 1.890| 1.450 8.919
TOTAL appropriations
for DG ENV =2a+2b
Payments \a 0.500 1.789 1.680 1.610 1.890 1.450 8.919
60 Technical and/or administrative assistance and expenditure in support of the implementation of EU programmes and/arac ( f or mer < BA’ 1l ines),
EN 69
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. Year Year Year Year Year Year TOTAL
DG: TAXUD 2022 2023 2024 2025 2026 2027 (2022-2027)
* Operational appropriations
- . Commitments (1a) - 0.150 0.300 0.250 0.125 0.125 0.950
09 02 01- Nature and biodiversity == r a) i 0.150] 0.300] 0.250| 0.125] 0.125 0.950
Appropriations of an administrative nature financed from
envelope of specific programniés
Budget line ©)]
_ —1a+1b - 0.150| 0.300| 0.250( 0.125 0.125
Commitments 3 0.950
TOTAL appropriations
for DG TAXUD =2a+2b - 0.150| 0.300| 0.250| 0.125 0.125
Payments 3 0.950
. L Commitments (4)
* TOTAL operational appropriations
Payments ®)
* TOTAL appropriations of an administrative natt ©
financed from the envelope for specific prognaes
TOTAL appropriations Commitments | =4+6 0.500| 1939| 1980| 1.860| 2.015| 1.575 9.869
under HEADING 3
of the multiannual financial framework| Payments =5+6 0.500 1939 1.980 1.860 2.015 1.575 9.869
61 Technical and/or administrative assistance and expenditure in support of the implementation of EU programmes andforactions § < B A’
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lines),
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The amount reported above will be needed to support various implementation tasks related to the legislative provisiones taatied out by DG ENV.

The procured activities include the commission of a study supporting the first review of the pamhectibudgeted in 2022), a study supporting the first
evaluation of the regulation (budgeted in 2026) and a support contract for the general implementation of the regulaied éveddty along the first five
years of operation.)

In addition, two otheactivities that could be developped either via an external contract or administrative arrangements with Commissidmasertiees
provisionally included in this category. These are the development and operation of the informatiomasgdtesdevelpment and operation of the country
benchmarking system. Both activities have been budgeted along the first five years of operation.

Finally, some amounts are included to cover the IT developments and maintencance of the electronic interfaces batakeenstmtis systems and the
Information System as regards exchanges of information between customs authorities and competent authorities. Thdsd aepadwf the overall cost
of the information system.

All costs except HR and Administrative
Tasks Resources 2022 2023 2024 2025 2026 2027 TOTAL

General implementation General support contract - 0.450 0.450 0.450 0.450 0.450 2.250
Benchmarking system Support contract or administrative arrangement - 1.009 0.840 0.840 0.840 0.840 4.369
“Register” Infec
(ENV+TAXUD) Support contract or administrative arrangement - 0.480 0.690 0.570 0.425 0.285 2.450
Review product scope Impact assessment support contract 0.500 - - - - - 0.500
First evaluation Evaluation support contract - - - - 0.300 - 0.300

0.500 1.939 1980 1.860 2.015 1.575 9.869
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Heading of multiannual financial framework

7

‘ Ad miantiisvter

expenditure

)

This section should be filled in using the 'budget data of an administrative nature' to be firstly introducédnexte the Legislative
Financial StatemerfAnnex Vto the internal ruleswhich isuploaded to DECIDE for interservice consultation purposes.

EUR million (to three decimal places)

Year Year Year Year Year Year TOTAL
2022 2023 2024 2025 2026 2027 (2022-2027)
DG: ENV
* Human resources - 0.760| 0.760| 0.760| 0.760| 0.760 3.800
* Other administrative expenditdfe - 0.114| 0.114| 0.114| 0.114| 0.114 0.570
TOTAL DG ENV Appropriations - 0.874| 0.874| 0.874| 0.874] 0.874 4.370
Year Year Year Year Year Year TOTAL
2022 2023 2024 2025 2026 2027 (2022-2027)
DG: INTPA
* Human resources - 0.304 0.304 0.304 0.304 0.304 1.520
* Other administrative expenditure - - - - - - -
TOTAL DG INTPA Appropriations - 0.304 0.304 0.304 0.304 0.304 1.520
62 Article 34 envisages the establishment of a new Committee within the meaning of Regulation (EU) No 182/2011. Furthermore, thtddeRiatform expert

group that is existing already, but has not decision powers, will assist the Committee.

EN
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https://myintracomm.ec.europa.eu/budgweb/EN/leg/internal/Documents/2016-5-legislative-financial-statement-ann-en.docx
https://myintracomm.ec.europa.eu/budgweb/EN/leg/internal/Documents/2016-5-legislative-financial-statement-ann-en.docx

Year Year Year Year Year Year TOTAL
2022 2023 2024 2025 2026 2027 (2022-2027)
DG: TAXUD
* Human resources - 0.152 0.152 0.52 0.152 0.152 0.760
* Other administrative expenditure - - - - - - -
TOTAL DG TAXUD Appropriations i 0152| 0152} 01521 0.152) 0152 0.760
TOTAL appropriations Total iments =
under HEADING 7 (TO al commiments = . 1.330| 1.330| 1.330| 1.330| 1.330 6.650
. / 7 otal payments)
of the multiannual financial framework
EUR million (to three decimal places)
Year Year Year Year Year Year TOTAL
2022 2023 2024 2025 2026 2027 (2022-2027)
TOTAL appropriations under Commitments 0.500 3.269 3310 3.190 3.345 2.905 16.519
HEADINGS 1 to 7 of the multiannual
financial framework Payments 0.500 3.269 3.310 3.190 3.345 2.905 16.519
3.2.2. Estimated output funded with operational appropriations
Commitment appropriations in EUR million (to three decimal places)
Indicate Year Year Year Year Enter as many years as necessary to show, TOTAL
objectives and N N+1 N+2 N+3 duration of thémpact (see point 1.6)
outputs OUTPUTS
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Avera

8 3
Type ge S| Cost | 2| Cost S Cost S Cost | 2| cost| S| cost | S| cost | '@ | Towl
No cost
cost
SPECIFIC OBJECTIVE No®t...
- Output
- Output
- Output

Subtotal for specific objective No |

SPECIFIC OBJECTIVE No 2 ...

- Output

Subtotal for specific objective No 4

TOTALS

63

64
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Outputs are produs and services to be supplied (e.g.: number of student exchanges financed, number of km of roads built, etc.)

As

described

i

n

point

1.

4 .

2.
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74

objective(s) ..

EN



3.2.3.

Summary of estimated impact on administrative appropriations

— O The proposal/initiative does not require the use of appropriations of an
administrative nature

— M The proposal/initiativeequires the use of appropriations of an administrative

nature, as explained logv:

EUR million (to three decimal places)

Year
2022

Year
2023

Year
2024

Year
2025

Year
2026

Year
2027

TOTAL
(20232027)

HEADING 7 of the
multiannual financial
framework

Human resources

1216

1.216

1216

1216

1.216

6.080

Other administrative
expenditure

0.114

0.114

0.114

0.114

0.114

0.570

Subtotal HEADING 7 of
the multiannual financial
framework

1.330

1.330

1.330

1.330

1.330

6.650

Outside HEADING 7% of
the multiannual financial
framework

Human resources

Other expenditure of an
administrative nature

Subtotal outside
HEADING 7 of the
multiannual financial
framework

TOTAL

1.330

1.330

1.330

1.330

1.330

6.650

The administrative appropriations required will be met by the appropriations which are already assigned to the management
of the action and/or which have been redeployed, together if necessary with any additional allocation which may be granted
to the managin@G under the annual allocation procedure and in the light of existing budgetary constraints

65 Technical and/or administrative assistance and expenditure in support of the impliemeft&U programmes
( f or mehrdiréctBea€archl i nes ) ,

and/ or

EN

actions
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3.2.3.1. Estimated requirements of human resources

— [ The proposal/initiative does not require the use of human resources.

— M The proposdinitiative requires the use of human resources, as explained

below:
Estimate to be expressed in full time equivalent units
Year Year Year Year Year Year
2022 2023 2024 2025 2026 2027
» Establishment plan posts (officials and temporary staff)
2001020 Headquarters and Commi 0.0 8.0 8.0 8.0 8.0 8.0

Offices)

20 01 02 03 (Delegations)

01 01 01 OX(Indirect research)

01 01 01 11 (Direct research)

Other budget lines (specify)

¢ External staff (in Full Time Equivalent unit: FTE) %

200201 AC, END, INT from the

20 02 03 (AC, AL, END, INT and JPD in the delegations)

0 7 - at Headquarters
XX 01 xxyy z

- in Delegations

01 01 01 0OZAC, END, INT - Indirect research)

01 01 01 12 (AC, END, INT Direct research)

Other budget lines (specify)

TOTAL

00 8.0 8.0 8.0 8.0 8.0

XX is the policy area or budget title concerned.

The human resources required will be met by staff from the \Eltt® are already assigned to management of the
action and/or have been redeployed within thesDX@gether if necessary with any additional all@ratwhich
may be granted to the managing DG under the annual allocation procedure and in the light of budgetary

constraints.

Description of tasks to be carried out:

Officials and temporary staff

For DG ENV, 5AD posts are needed for the general implemantatf the
regulation,inlcuding international cooperatioms well as preparatory wol
and drafting of secondary legislation according to the deadlines propo
the regulation.

For DG INTPA, 2 AD posts are needed to cope with cooperation
developmenhrelated to the Regulation, in particular the setting up of F¢
Partnerships.

For DG TAXUD, 1 AD post is needed for the general policy implementa
of the Regulation, preparatory work and drafting of secondary legislati
relation to relevant comadities and products entering or leaving the Un
market, as well as the needs of the implementation of the interface ung
Article 26.

66

AC= Contract Staff; AL = Local Staff, END= Seconded National Expert; INT = agency staff;

JPD=Junior Professionals in Delegations

67

EN

Subeceiling for external stdff c overed by operational appropriation
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External staff

n/a

EN
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3.2.4. Compatibility with the current multiannual financial framework

The proposal/initiative:

— M can be fully financed through redeployment within the relevant heading of the
Multiannual Financial Franveork (MFF).

— The coss foreseemnderthe budget line 09 02 Dwill be borne by the LIFE programme
and will be planned under the annual management plan exercises of DG RNV
human resources required shall be preferably met by an additional allocation under the

annual allocation procedugd human resources

— [ requires use of the unallocated margin under the relevant heading of the MFF

and/or use of the special instruments as defined in the MFF Regulation

Explain what is required, specifying the headings and budget lines concerned, the corresponding
amounts, andche instruments proposed to be used.

— [ requires a revision of the MFF

amounts.

Explain what is required, specifying the headings and budget lines concerned and the corresponding

3.2.5. Third-party contributions

The proposal/initiative:

— ™ does not providéor cofinancing by third parties

— [ provides for the cdinancing by third parties estimated below:

Appropriations in EUR million (to three decimal places)

Year
N68

Year
N+1

Year
N+2

Year
N+3

Enter as many years as necess
to show the duration of the
impact (see point 1.6)

Total

Specify the cdinancing
body

TOTAL appropriations
co-financed

68

expected first year of implementation (for instance: 2021). The same for the follownsg yea

EN
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Year N is the year in which implementation of the proposal/initiative starts. Please replace "N" by the
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3.3. Estimated impact on revenue
— M The proposal/initiative has no financial impact on reeenu
— [ The proposal/initiative has the followirfigiancial impact:
— O on own resources
- O on other revenue
— please indicate, if the revenue is assigned to expenditurelines
EUR million (to three decimal places)

Appropriations Impact of he proposal/initiative
L available for
Budget revenue line:
.the c.urrent Year Year Year Year Enter as many years as necessary to s|
financial year N N+1 N+2 N+3 the duration of the impact (see point 1.|

For assigned revenue, specify the budget expenditure line(s) affected.

Other remarks(e.g. method/formula used for calculating the impact on revenue or any other
information).

69 As regards traditional own resources (customs duties, sugar levies), the amounts indicated must be net

amounts, i.e. gross amounts after deduction ¢Z0r collection costs.
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