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EU Deforestation regulation - General Introduction

European Parliament and Council Prohibits the import into, trading within or export from the EU market of
Regulation No. 2023/1115, entered certain commodities and related products, unless they were produced
into effect on June 29, 2023. as

part of the “Fit for 55" package  free of deforestation/forest degradation

* in compliance with the laws of the
country-of-origin:

Affected companies: manufacturers, Complex rules and tasks, more Short deadline for preparation: 30
traders, importers, exporters departments needs to be involved December 2024
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EU Deforestation regulation - Scope of products

Scope extension expected by mid-2024 and by mid-2025
Defined by customs tariff number
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Cattle - beef and leather Cocoa - beans, shells, cocoa Coffee - beans, husks Rubber - tyres, transmission
butter and chocolate belts, other rubber products

Soya - Soybeans, Oil palm - palm oil, nuts and Wood - furniture,

bean flour and bean oil seeds, glycerol, palmitic and cellulose, paper, newspapers
stearic acid
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EU Deforestation regulation - Obligations

Identify relevant

products

Mapping the products and
portfolio covered by the
Regulation.

Data collection

Establish data collection processes on the
production and main parameters of
relevant products:

Contact

Contacting suppliers and
business partners for relevant
products, establishing * Integration of risk assessment criteria
communication processes. into data collection tasks

Conduct a risk assessment

Carry out an appropriate risk assessment
for the relevant products according to
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the criteria of the Regulation.

Introduction of risk mitigation measures

Implement policies and controls to effectively mitigate the risks of non-
compliance with relevant products, covering:

¢ Risk management models
e To demonstrate reporting processes
e Develop internal control and compliance management processes

The proper functioning is overseen by an independent audit function.

Documentation
Making a due dilligence declaration
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EU Deforestation regulation - Conseguences of non-compliance

Non-compliance may lead to:

e Financial penalty: Fines of up e Business distruption:

to 4% of EU annual turnover «  Other penalties such as

(or more at member states’ seizure of the goods in

discretion) and in any event question and the revenue

exceeding the potential generated from them;

economic benefit gained exclusion from procurement

from non-compliance procedures and public
financing

e Temporary prohibition for
placing products on the EU
market
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Personal liability in case of
non-compliance for
managing directors subject
to member state law
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EU Deforestation regulation — Next steps

Immediate next steps:

1] 2] 3]

assess now whether your what data needs to be collected understanding obligations you
products could be affected by from the suppliers need to fulfil
the new regulation, and
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EY | Building a better working world

EY exists to build a better working world, helping create long-term
value for clients, people and society and build trust
in the capital markets.

Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help clients
grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new answers for
the complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of the member firms of Ernst &
Young Global Limited, each of which is a separate legal entity. Ernst & Young Global Limited, a UK
company limited by guarantee, does not provide services to clients. Information about how EY
collects and uses personal data and a description of the rightsindividuals have under data protection
legislation are available via ey.com/privacy. EY member firms do not practice law where prohibited
by local laws.

For more information about our organization, please visit ey.com.

© 2024 EYGM Limited.
All Rights Reserved.

This material has been prepared for general informational purposes only and is not intended to be
relied upon as accounting, tax, or other professionaladvice. Please refer to your advisors for
specific advice.




