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1. INTRODUCTION

The Government of Japan (GOJ) enacted the “Act on Promotion of the Use of Legally-
Harvested Wood and Wood Products (Clean Wood Act)”, in May 2017. The Objective of
the Clean Wood Act is to promote the use and distribution of wood and wood products
made from trees harvested in compliance with the laws and regulations of Japan and the
countries of origin.

In order to comply with the Clean Wood Act and to facilitate the access of wood-related
business entities to relevant data and information to check legality of wood products they
are handling, JFA created a “Clean Wood Navi” website. Thus, JFA is collecting data and
information on wood product distribution and relevant legislations in two target countries
in Latin America (Brazil and Ecuador) to add contents to the webpage to support the efforts
related to the Clean Wood Act implementation.

The International Tropical Timber Organization (ITTO) was requested to support this effort
with assistance from the Institute for Global Environmental Strategies (IGES). In order to
collect the relevant information on Brazil and Ecuador, ITTO prepared a Terms of
Reference (TOR), followed by a suggested structured reporting template. Based on the
TOR, the hired Consultant was requested to prepare a report, covering information on
legislation (harvesting, transportation, distribution and trade of wood and wood products),
on issues relevant to legality of wood and wood products, current situation of wood
production and trade, forest certification and other related aspects.

Furthermore, aside from collecting above-mentioned data/information, the report also
includes interviews with representatives of government institutions, academic/research
institutions, wood industry, environmental NGOs and other relevant organizations to
support the collected information. Moreover, documents such as copies of certificates and
permits which support the legal origin of wood and wood products in the countries were
collected.

The work was supervised by IGES, represented by Mr. Taiji Fujisaki, who has revised the
ealier drafts of the report. This document is the Final Report for Brazil prepared by the
Consultant, Dr. Ivan Tomaselli, with the support of Dr. Sofia Hirakuri.
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2. OVERVIEW OF THE FORESTRY SECTOR

2.1.Forest Resources of the Country
2.1.1. Vegetation Types of Forests

Brazil has a total of 485.8 million hectares of natural forests and 7.84 million hectares of
planted forests. The natural forests in Brazil is divided into 6 biomes: Amazon (Amazo6nia),
“Caatinga”, Savannah (Cerrado), Atlantic Forest (Mata Atlantica), “Pampa” and Wetland
(Pantanal). The biomes of Amazbnia, Caatinga and Cerrado are responsible for 93% of
the total forest covered area. Table 1 presents the biomes and their corresponding area
in hectares and Figure 1 presents a map of the distribution of biomes in Brazil.

Table 1 — Forest area by biome (2015)

Amazobnia 342.027.340 70.4
Caatinga 40.582.671 8.3
Cerrado 69.235.988 14.3

Mata Atlantica 21.270.466 45
Pampa 3.210.486 0.7
Pantanal 8.975.022 1.8
Total 485.801.973 100

Source: SFB — SNIF (2017), compiled by STCP

In Brazil, natural forests are most predominant in northern region such as Acre, Rondonia,
Para, Amazénia, Mato Grosso, Acre and Roraima states. On the other hand, planted
forests are mostly found on southeast (Sao Paulo) and southern regions (Santa Catarina
and Parand). Figure 2 illustrates common traded wood species in the country.

Brazil also has a long history of forest plantations using exotic species, such as Eucalyptus
and Pine trees for commercial purpose in several industries such as pulp, wood panels,
sawnwood and charcoal. According to IBA (2017), Eucalyptus plantations (5.7 million ha)
are located mainly in the states of Minas Gerais, S&o Paulo and Mato Grosso do Sul, while
pine plantations (1.6 million ha) are mostly located in the states of Parana and Santa
Catarina. In recent years, the country has made efforts on investing in plantation of native
timber species like Parica (Schizolobium amazonicum) and rubber wood (Hevea
brasiliensis), as result of years of scientific development in tree genetics. It is noteworthy
that logs from forest plantation (native and exotic species) are not subject to export ban.
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Figure 1 - Map of the distribution of Biomes in Brazil
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Figure 2 — Commonly traded wood species in Brazil (hative and planted)

Common species:
Magaranduba (Manikara
huberi);

Angelim (Dinizia excelsa.);
Cupiuba (Goupia coubaril.);
Jatoba (Hymenea coubaril);
Cedrinho (Erisma
uncinatum);

Amapa (Brosimum utile);
Cumaru (Dipteryx odorata.);
Faveira (Parkia spp.);
Garapa (Apuleia leiocarpa).

High — value species:
Yellow Ipe (Handroanthus
serratifolia);
Ipe Roxo (Handroanthus
impetiginosus);
Red cedar (Cedrela odorata);
- This species is listed at
CITES Appendix III.

Source: Data bank STCP (2018)

2.1.2. Land Uses in Brazil

The land use in Brazil is divided into 12 categories, according to the Brazilian Institute of
Geography and Statistics (IBGE — Instituto Brasileiro de Geografia e Estatisticas). Table

2 describes the land use classification in Brazil.

Common commercial species:
* Pine tree (Pine spp.);
* Eucalyptus (Eucalyptus spp.).

Table 2 — Land use classification in Brazil (2014)

NATIVE TIMBER SPECIES PLANTED SPECIES

Other species:

Acacia (Acacia spp.);
Teak (Tectona spp.);
Parica (Schizolobium
amazonicum);
Rubber wood (Hevea

brasiliensis).
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Forest
Planted Forests

Mosaic of forest vegetation with
agricultural activity

Grassy field vegetation

Natural Pastures

Managed Pasture

Agricultural land

Mosaic of Agricultural Area with
forest remnants

Mosaic of Agricultural Area with
remnants of grassy field
vegetation

Wetland
Artificial area

Open area

Land covered by natural forests;
Land covered by planted forest with exotic species;

Land covered by forests with temporary farming or
pasture activity;

Land with vegetation formation such as savannahs,
steppes, pioneering formations and ecological refuges;

Pastureland with natural vegetation with low
anthropogenic interference for livestock grazing;

Area with perennial pasture for livestock grazing;

Land used for production of food, fiber and agribusiness
commodities;

Agricultural land with significant presence of natural
forests;

Land with agriculture, pasture and / or forestry and
remnants of grassy vegetation may occur, to a lesser
extent, tree plant formations;

Land classified as puddles, swamps, wetlands;
Urban infrastructure;

This category includes rock outcrops, cliffs, reefs and
erosion-eroded lands.

Source: IBGE (2016), compiled by STCP

IBGE land use categories are more detailed than the classification presented by the
Brazilian Forest Service (SFB). For instance, natural land is divided into natural forests
and natural pastures. Figure 3 illustrates the land use by IBGE’s category for 2014.
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Figure 3 - Land use in Brazil by category (2014)
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Source: IBGE (2014), compiled by STCP

2.1.3. Tenure Categories in Brazil

As for land tenure rights, in Brazil, landownership can be either private or public. There
are 7 categories of land tenure: settlements (assentamentos), indigenous land, vacant
land, possession (posse), protected areas, private property and quilombolas land. The
Brazilian Federal Constitution (1988) assures those land rights. Table 3 presents a
summary of land occupation types in Brazil, according to ownership.

In 2012, with the goal to assist the Brazilian Public Administration in the process of
environmental regularization of rural properties and possessions, the Brazilian
Government established the Environmental Rural Registry (CAR?) by Law 12.651/12.

CAR system (see Fig. 21 in Annex) is a national electronic public registry system,
mandatory for all rural properties in the country, with the purpose of integrating the
environmental information of rural properties and possessions, making a database for
control, monitoring, environmental and economic planning and combating deforestation.
According to SFB, until June 2018, a total of 5.2 MM of rural properties were registered in
the CAR system.

1 CAR (Cadastro Ambiental Rural) was established by Law 12.651/12 (Art. 29).
15



Table 3 — Recognized categories of land occupation in Brazil

Rural settlements created by the Brazilian Government
Public for land reform. Land reform was established by Law
8.629/93.

Land designated to Indigenous people and used for
their livelihoods. Guaranteed by Art. 231 of the

Public Brazilian Constitution. According to INCRA, Indigenous
people have secure land rights of 13, 8% of Brazil's
land area.

Public Public land not designated to any specific use.

Land Possession refers to temporary use of land by a
third part as referred in Chapter IV of Law 4.505/64. It
can be either private or public:

¢ In public lands: can be individual or collective.
Public/Private When collective it refers to traditional communities;
and

¢ In private lands: includes tenancy agreements
such as lease, but also include informal occupation
of private land.

Land, either private or public, designated to achieve
conservation and preservation of biodiversity. Levels of
use differ according to different classes of protected
areas as established by the Forest Code Law
12,561/12 and the National System of Conservation
Units.

Public/Private

Private Land owned by legal entities (private) or individuals.

Land recognized as belonging to quilombos remnant
peoples (descendants of Afro-Brazilian slaves) are
regularized in Brazil. The Brazilian Constitution
secures the ownership rights of quilombolas
communities (which accounts for 0,2% of the Brazilian
territory).

Private

Source: Climate Policy Initiative (2017), compiled by STCP

As in for the risks involving land tenure in Brazil, according to IBGE latest agricultural
census (2006), there were 300 million of hectares without proper land title, mainly in the
northern region of the country, with an estimated 53% of land in the Legal Amazon with
uncertain property rights. Because land rights regularization process in Brazil still
incomplete, it results in a number of social and environmental problems, such as land
dispute and inadequate use of natural resources.

2.1.4. Specific Land Tenure Rights for Protected Areas

The Brazilian Forest Code (Law 12.651/12), Article 12, establishes parameters for land
use at property level. The most relevant are:

16



e Legal Reserves - LR
A percentage of private land must be kept under native vegetation, called “Legal
Reserves™ with function to protect vegetation and ensure the sustainable economic
use of natural resources. These forested areas may be used for sustainable forest
management. The percentage of legal reserve established by the Forest Code
depends on the biome in which the property is located:
- 80% of rural property located in forest areas in the Legal Amazon?;
- 35% of rural property located in “cerrado/savannah” area in the Legal
Amazon;
- 20% of rural property located in an area in other vegetation in the Legal
Amazon;
- 20% of rural property located in other regions of the country.
o Permanent Preservation Areas - PPA
In addition to the Legal Reserves land owners have to consider the Permanent
Preservation Areas®. These areas must be maintained by the owners, along river or
water streams, and slopes, to protect soil and ensure water quality.

Moreover, Brazil's land tenure laws recognize Conservation Units (UC - Unidades de
Conservacgao) as a land use as assured by Law 9.985/00 that establishes the National
System of Conservation Units (SNUC), and can be either public or private.

The SNUC is divided into two groups with specific characteristics: i) Conservation units of
integral protection; and ii) Conservation units of sustainable use. Table 4 presents the
conservation units categories and its tenure types according to Law 9.985/00.

2.1.5. Certified Forest Area in Brazil

There are two active certification schemes in Brazil, the FSC (Forest Stewardship Council),
and the CERFLOR (Brazilian Forest Certification Program), linked to the Pan European
Forest Certification (PEFC).

CERFLOR, as the FSC, is a voluntary program developed together with representatives
from different stakeholders at the national level, which has been operational since January
2003. The CERFLOR standards were largely based on intergovernmental processes, the
Tarapoto Criteria and Indicators for sustainable management of Amazonian forests and,
the ITTO Criteria and Indicators guidelines for sustainable forest management of natural
tropical forests and tropical planted forests.

2 Law 12.651/12, article 3 defines “legal reserve as an area located inside a property with the function of
ensuring sustainable economic use of natural resources of the rural property to help in conservation and
rehabilitation of ecological processes and to promote biodiversity conservation, as well as protection of
wildlife fauna and native flora” (Item IIl);

3 Legal Amazon was set by law (Federal Law No. 5.173/66) for economic planning of the region, which
comprises all seven states of the North Region (Acre, Amapda, Amazonas, Para, Rondonia, Roraima and
Tocantins), and part of Mato Grosso in the Center-West Region and most of Maranhao in the Northeast
Region, corresponding to 59% of Brazilian territory.

4 Law 12.651/12, article 3 defines “Permanent Preservation Areas (APP) areas that are physically and
ecologically fragile, such as riparian areas, springs, hilltops, mountain slopes, and mangroves, and are
characterized by the important environmental services they provide at a landscape level, such as
preservation of water resources, biodiversity, soil protection, geological stability, and facilitation of gene
flows of fauna and native flora (item II)”
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Table 4 — Conservation Units Categories according to Law 9.985/00 and its tenure

types

Ecological Station (Estacao ecolégica)
Biological Reserve (Reserva bioldgica)
National Parks (Parques Nacionais)
Natural Monument (Monumento Natural)

Wildlife Refuge (Refligio da vida Silvestre)
Environmental protection areas (Areas de
protecéo ambiental)

Areas of Relevant Ecological Interest (Areas
de Relevante Interesse Ecoldgico)

National Forest (FLONA — Floresta Nacional)

Extractive Reserves (Reservas Extrativistas)
Wildlife Reserve (Reserva de Fauna)

Sustainable Development Reserves (Reserva
de Desenvolvimento Sustentavel)

Private Reserve of Natural Heritage (Reserva
Particular do Patriménio Privado)

Source: Law 9.985/00 (Art. 7 —Art. 21), compiled by STCP (2018)

Public
Public
Public
Public

Public

Public

Public

Public
Public
Public

Public

Private

Private

Private

Private

Private

This Brazilian Certification Program was assessed and endorsed by PEFC in 2005. Also,
it is important to highlight that in Brazil, the FSC and CERFLOR certification are often
found as complementary to each other for the same area, almaost overlapping certified
areas. Table 5 shows the certified area by FSC and CERFLOR in the country.

Among them, 32% (1.2 million ha) of the FSC certification belongs to natural forests and

67% (4.8 million ha) of forest plantations.

In 2017, Brazil owned 8.1% of the total FSC certifications of forest management area
worldwide, which represent 3.2% of the certified area in the world, and 3.4% of the total

number of certified custody chains.
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Table 5 — Forest Certified areas in Brazil (as of April 2018)

FSC 6.601.911 1,126
CERFLOR 3.072.628* 48
TOTAL 9.674.539 1,174

Note*: 2017 data.
Source: SFB (2018), compiled by STCP

2.2. Forestry Sector and Wood Processing Sector
2.2.1. Product Types, Volume and Major Species

In Brazil, timber can be harvested either from planted forests or natural forests. The
planted forest industry has a broad portfolio of products such as pulp, wood panels,
sawnwood, wood chips, charcoal, fuelwood and roundwood. As for products from natural
forest the main products are roundwood, sawnwood, plywood, charcoal and fuelwood.

e Planted Forest Sector

There are 7.84 MM hectares of planted forests in Brazil. In 2016, 36% of this area
belonged to pulp and paper companies, followed by independent forest owners and small
producers under forest out grower schemes/programs®, corresponding to 29%. The steel
and charcoal industry is placed third, representing 14% of the total planted forest area.

Financial investors, generally known as TIMOs (Timberland Investment Management
Organizations), hold 10% of planted forest area in Brazil. These companies are attracted
by the forest potential of the country, and began their operations 15 years ago. The
segments of wood panels and laminate wood flooring with 6%, solid wood (4%) and others
(3%) completed the graph with distribution of planted trees in Brazil.

Figure 4 presents the composition of planted forest area, by industry owner and by type
of industry for 2016.

5 Forest schemes/Programs: it is a strategic instrument that promotes the integration of rural producers
into the production chain and provides them with economic, social and environmental advantages. In
addition to the expansion of the forest base in the economic radius of transport to supply the raw material
demand for the industries, those schemes/programs work as a complementary activity in the rural property,
makes possible the use of degraded, unproductive, underutilized and unsuitable agricultural areas, as an
additional income alternative to rural producers. According to ABRAF (2007), the most frequent forms of
forest development can be exemplified by: donation of forest seedlings to rural producers; program of
anticipated income to the producer for the forest plantation, among others.
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Figure 4 — Composition of the area of planted forest, by owner and type (2016)

10%

14%

4%

3%

M Pulp and paper

M Independent producers

[ Charcoal - fired steelworks

[ Financial investors

M Wood panels and laminate flooring
M Solid wood products

M Others

29%

Source: IBA (2017), compiled by STCP (2018)

The major species used in forest plantations in Brazil are Eucalyptus and Pine sp.
Eucalyptus plantations are the major source of raw material destined to industries, such
as pulp, charcoal and wood panels. Pine sp. plantations are used mainly for pulp, wood
panels and sawnwood. Plantation timber represents around 90% of the total industrial
demand in Brazil (IBA, 2017).

According to IBA (2017), Eucalyptus plantations occupied 5.7 million hectares, while pine
plantations 1.6 million hectares (See Fig. 5). The increase in planted area mainly occurred
in the states of Minas Gerais, Sao Paulo and Mato Grosso do Sul.

Figure 5 — Evolution of Planted Area in Brazil (hectares)
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Additionally, there are other planted species such as Paricé (Schizolobium amazonicum),
Acacia (Acacia decurrens) and Rubber trees® (Hevea brasiliensis), although not significant
in volume. Figure 6 illustrates wood consumption from planted forest by species, for
industrial use’ in 2016.

Figure 6 — Wood consumption from planted forests by species for industrial use
(2016)
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e Natural Forests Sector

The volume harvested from natural forests is currently much lower than that of planted
forests. In 2016, approximately 4.4 million m? of timber from natural forests were used for
charcoal, 25.0 million m3 for fuelwood, 11.5 million m3 for industrial roundwood, totaling
almost 41 million m3 harvested from natural forests, which is equivalent to 20% of
production volume from planted forest. Figure 7 illustrates logging of natural forest by type
of products for 2016.

Figure 7 — Natural forest harvesting by type of product (2016)
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6 Mainly for resin.

7 Industrial use include: Pulp and paper, charcoal (steelworks), wood panels and laminate wood flooring
and solid wood products.
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A large number of timber species are harvested in natural forests; the major species
commercialized in volume in 2016 were Manilkara huberi (Macaranduba), Goupia glabra
(Cupiuba) and Erisma uncinatum (Cedrinho). Table 6 presents the twenty species most
commercialized in volume in 2016.

Table 6 — Major native timber species commercialized in Brazil by volume (2016)

Manilkara huberi Macaranduba 343,780
Goupia glabra Cupiuba 264,126
Erisma uncinatum Cedrinho 203,756
Dinizia excelsa Angelim - vermelho 176,807
Couratari guianensis Mau 175,814
Euterpe edulis Palmito 162,551
Araucaria angustifolia Pinheiro do Parana 150,439
Qualea paraenses Mandioqueira 136,496
Qualea albiflora Mandioqueira 127,496
Hymenolobium petraeum  Angelim 118,939
Hymenaea courbaril Jatoba 110,652
Dipteryx odorata Cumaru 108,100
Cariniana micranta Castanha do Macaco 98,200
Apuleia molaris Garapa 92,848
Astronium lecointei Aroeira 91,560
Mezilaurus itauba Itatba 91,383
Tabebuia serratifolia Ipé amarelo 88,805
Allantoma lineata Seru 76,749
Apuleia leiocarpa Grapia 72,771
Caryocar villosum Pequia 62,697

Source: IBAMA - Transportation Information Sheet (2016), compiled by STCP (2018)
2.2.2. Source of Logs

In Brazil, logs can legally originate from five sources, involving public and private forest
lands. Table 7 presents types of log source in Brazil, its ownership and a brief description
of each type.

Table 7 — Type of log source by ownership in Brazil

e Private forest management is the process by which
a private land owner harvests its natural forest.

Private

e Since 2006, the Brazilian Government has granted
to businesses and communities the right to manage
Public public natural forests to extract timber, non-timber
products and provide tourism services.
Concessionaires pay royalties to the government.
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e Land use change occurs in two ways: i)
Authorization for the use of forest raw materials
(AUMPF); and ii) suppression of native vegetation
in undertakings of public or social interest, such as
Private/Public hydroelectric power plants, public roads, among
others. In case of land use change for undertakings
or activities (energy, oil and gas companies, public
roads, etc.), that may cause environmental
degradation are subject to environmental licensing.

¢ Establishment of forest plantation or reforestation
with native species or exotic species does not
require prior permission except for some states,
and shall be informed to the competent authority
within one (1) year, for forest origin control
purposes (Law 12.651/12, Art. 35).

e Established by Decree n°® 6.874/09. The objective is
to establish management activities and to promote
Private/Public sustainable management in forests that are used by
family farmers, based on agrarian reform and by
traditional peoples and communities.

Private

Source: Several Sources, compiled by STCP (2018)

Note: *Traditional communities” forest management accounts for less than 1% of forestry in Brazil,
according to WWF Brazil.®

In the Amazon region, there are "small-scale forest operations with low intensity
management” managed by community associations of diverse contexts, as residents of
Extractive Reserves or National Forests (FLONAS), projects of Agrarian Reform
settlements promoted by the Brazilian government; management practiced by
Quilombolas or Indigenous people and also privately owned properties.

Brazil only imports a limited volume of logs. The majority of imported logs are originated
from neighboring countries, such as Bolivia, Paraguay and Argentina, according to the
TradeMap.

8 Interview with Ricardo Russo, WWF Brazil, Forestry Program Coordinator, on September 27, 2018,
Brasilia.
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Figure 8 — Brazilian imports of Roundwood in USD (2006 -2017)
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2.2.3. Key Supply Chain of Wood and Wood Products

The supply chain of wood and wood products in Brazil, considering natural forests,
involves the harvesting in managed forest concession license® (public forests) and in
managed forests located in private land. The harvesting permits are issued by Brazilian
Institute of the Environment and of Renewable Natural Resources (IBAMA) or by the State
environment authorities (SEMA).

Logs from natural forests may also originate from land use change permit (Autorizacéo de
Desmatamento). The Land Use Change Permit is authorized by the Secretariat for
Environment (SEMA) of each State, and requires a survey of timber species that occur in
the area. Once the permit is issued the land owner is allowed to commercialize the wood
harvested from the area.

The supply chain of wood from planted forests begins with the formation of forest
plantation!?, and involves the supply of seedlings, planting, fertilizing and other activities
for the establishment and management of the forests. Depending on the State (Espirito
Santo, Minas Gerais, Rio Grande do Sul, among others) a plantation establishment permit
is required. The State authority issues this permit.

When the forest plantation is mature, are harvested and the timber transported to the mill,
where can be processed into a variety of products that are finally delivered to traders /
consumers at local or international market.

Figure 9 illustrates a basic model of the supply chain for wood and wood products, taking
into account natural forests and planted forests.

9 For years 2015, 2016, 2017 and 2018 approximately 1 million hectares are under forest management with
800 thousand m? under harvest, according to the Brazilian Forest Service. Moreover, the forest concession
is currently undergoing in two states (Pard and Rondonia), in 5 differents FLONA’s (Altamira, Caxiuan3,
Jacund3, Jamari and Saraca-Taquera).

10 New forest plantations occur in degraded lands, without opening new deforestation fronts. That is done
through a better use of areas that have already been modified by human activity, called anthropogenic.

These areas include degraded pasturelands, areas degraded by agricultural misuse or areas unsuitable for
agriculture (EMBRAPA Florestas, 2016 & FIEPA, 2017)
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Figure 9 — Supply chain of wood and wood products for natural and planted
forests
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2.3. Trade of Wood Products

Timber industry is important economic sector in Brazil. The country is the third largest
exporter of wood pulp, behind Canada and the United States and the lager world producer
of eucalyptus pulp, according to Brazilian Tree Industry (IBA). In 2016, Brazil exported
over 5.5 billion dollars of pulp (Figure 10). The main species used to produce wood pulp
are Eucalyptus and Pine (accounted for 98% of pulp production). Paper wise, Brazil is the
20" exporter, with an exported value of 1.8 billion dollars in 2016.

Japan is a large consumer of Brazilian wood pulp (Figure 11), importing 113 million dollars
in 2016, making it the 8" biggest importer of the commodity worldwide. On the other hand,
imports of Brazilian paper are very small (1.16 million dollars in 2016, ranked 51°%).
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Cenibra S. A. (a subsidiary by the Japan Brazil Paper and Pulp Resources Development
Co. - JBP) is the 8" pulp producer in Brazil. In 2017, the company had an annual
production of 1.22 million tons of pulp, 97% of which was exported (Asia 46%, Europe
40% and North America 11%). According to Cenibra’s 2017 Sustainability Report, the
Japanese market for pulp grew 11.2%, when compared to 2016.

Figure 10 — Brazilian exports of wood pulp  Figure 11 — Brazilian exports of wood pulp
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Figure 12 — Brazilian imports of wood pulp  Figure 13 — Brazilian imports of wood pulp
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Along the last few years, the slowdown of the domestic civil construction led to a drop in

domestic consumption of lumber!! and plywood, and the industry drove those products to
the international market.

The United States (USA) continues to be one of the greater importers of wood products,
followed by Mexico and China. The USA is the main importer of plywood (USD 151 Million),
Builders wood (USD 207 million) and sawnwood (USD 163 million) in 2016. Most of the
exported sawnwood was Pinus spp, although USD 13 million (or 8% of exported value)
was tropical wood.

11 Segment of sawnwood which comprise the following products: roundwood, boards, rafters, battens,
beames, laths, and joists.
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In 2016, Mexico was the 5" importer of plywood (USD 21.6million) and 2" importer of
sawnwood (USD 77.3 million), USD 884 thousand being of tropical wood. China, on the
other hand, was the second biggest importer of Brazilian roundwood USD (5.5 million) and
3" importer of sawnwood (USD 68.3 million), 6% of the value being sawn tropical wood
(USD 4.3 Million).

As for wood products exported to the EU, in 2016 plywood was the largest in value, USD
215 million, followed by sawnwood, USD 77 million and Builders wood, USD 30 million.
The UK and Germany are second and third main importers of Brazilian plywood. USD 36
million or 48% of the total value of imported sawnwood is tropical wood.

Although exports have increased, there is an evident decrease in profitability of wood
industry according to the interview with Brazilian Association of Industrial Processed Wood
(ABIMCI)*2, This is due to difficulties the industry have been facing internally with the
increase of manufacturing costs, such as energy, logistics, inputs and others. Figure 14
presents exports of main solid wood product in terms of USD on a historical time series.

Figure 14 — Brazilian exports by product (2006-2016)
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Brazilian imports of wood products such as roundwood, sawnwood, plywood, builders’
wood and wood chips are very low compared to export, due to the high availability of
forests in the country, specially planted forest. Figure 15 presents Brazilian imports of main
solid wood product in terms of USD on a historical time series.

2 |nterview with Roberto Puppo, ABIMCI, on September 25, in Curitiba, Brazil.
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Figure 15 — Brazilian imports by product (2006-2016)
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Japan is the main importer of wood chips (eucalyptus and acacia) from Brazil. This is
basically a result of Japanese companies’ subsidiaries operating in Brazil). Exports to
Japan are also concentrated in veneer and plywood mills. Figure 16 presents a historical
time series of wood products imported by Japan from Brazil, pointing out a large
concentration on wood chips.

Figure 16 — Brazilian exports by product to Japan in USD (2006-2016)
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3. OVERVIEW OF THE RELEVANT GOVERNMENT
ORGANIZATION

The Brazilian Forest Code (Law 12.651/12) sets out the responsibilities of
agencies/institutions in charge for forest-related activities (public and private). The
management of forests in Brazil involves different institutions at three levels of government
(federal, state, and municipality). The main institutions are federal and state, including:

e Federal Level
At the federal level, forest management is under the responsibility of the Ministry of
the Environment (MMA) and their complementary institutions: Brazilian Forest Service
(SFB), Brazilian Institute of the Environment and Renewable Natural Resources
(IBAMA) and Institute Chico Mendes of Conservation and Biodiversity (ICMBIio). These
organizations basically regulate the forest sector, issue permits and supervise
operations.
There are other institutions, at federal level that influence the forest sector. Examples
are the National Institute of Colonization and Land Reform (INCRA) and Ministry of
Labor and Employment (MTE). They are not directly related to forest activities but play
a significant role on land and labor-related activities.

e State Level
At State level the responsibility is generally under the Secretary for Environment
(SEMA). They establish regulations and monitor forest management, issue permits,
inspect of timber and timber products, varying according to each State in Brazil.

The role of the municipalities is generally less important, but in some cases might be
important in cases of specific permits. Table 8 shows relevant federal and state
governmental institutions identified regulating forest management, timber processing and
trade activities.

Table 8 — Major institutions and their role on forest management, timber
processing and trade

Responsible for managing federal public
forests, generating knowledge, promoting
Brazilian Forest Federal sustainable use and expansion of forest cover
Service — SFB and sustainable production of goods and
services, making the forest agenda strategic

for the country's economy.

Brazilian Institute of Responsible for environmental control and
the Environment and inspection, and is also responsible for licensing
Federal : .
Renewable Natural and environmental control of the Brazilian
Resources (IBAMA) forests;
Institute Chico Responsible for proposing, implementing,
Mendes of managing, protecting, inspecting, and
Conservation and Federal monitoring the Conservation Units; principally
Biodiversity when involving sustainable forest management
(ICMBio) in extractive reserves, national forests, others

Promote integrated, shared and efficient
environmental management compatible with

State sustainable development, ensuring the
preservation, conservation of the environment
and improvement of the quality of life.

State Secretariat of
for the Environment
(SEMA)
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Source: Compiled by STCP (2018)

4. LEGISLATIONS ON HARVESTING OF FOREST RESOURCES

4.1. Laws and Regulation on Harvesting of Forest Resources

Article 21 of the Brazilian Forest Code (Law 12.651/12) defines forms of access to natural
forests resources and on the issues of permits by SISNAMA (IBAMA system on
concession license). Access to timber from natural forests is primarily based on a
Sustainable Forest Management Plan — SFMP, in spite of the fact that timber from land
use conversion can also be used. On the other side, harvesting in plantation forests is
deregulated.

Table 9 presents a summary of the laws and regulations regarding access and
management of natural forest, harvesting permits and other related regulations.

Table 9 — Laws and regulations access forest resources, management and issue of
permits

Law n°. 12 651 2012 Provide_s guidance fc_>r the prqtection of native vegetation,

vegetation suppression, logging, among other measures.
Establishes the National Policy on Climate Change -
PNMC and makes other provisions, such as carbon
markets for Climate change mitigation. It includes Forest
Carbon for International and National Market.

Law n°. 12.187 2009

Deals with the management of public forests with the
objective of sustainable production and establishes
principles for the administration of public forests, relating
forest management and sustainable management.

Law n°. 11.284 2006

Provides for the National Environmental Policy Act, its
Law n°. 6.938 1981 purposes and formulation and application mechanisms,
and provides for other matters.

Deals with the Agricultural Policy for planted forest,

Decree n°. 8.375 2014
among other measures.

Regulates provisions of Law No. 11.284, of 2006, which
Decree n°. 6.063 2007 deals with the management of public forests for
sustainable production.

Regulates technical procedures for the preparation,

Normative : : ; .
Instruction MMA 2006 preseptatlon, execution and technical evaluation of
n°. 05 Sustainable Forest Management — PMFS, among other

measures such as succession on the Legal Amazon.

Source: Compiled by STCP (2018)

Basically, for harvesting in natural forest, as established by the Forest Code and
complementary regulations requires:

- Preparation of a Sustainable Management Plan
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- Forest Census and georeferencing of the each commercial tree;

- Preparation of an Operational Annual Plan — POA

- Issue of the Forest Harvesting Authorization — AUTEF*}/AUTEX (see Fig. 22 and
23 in Annex).

The AUTEF and the AUTEX point out the volumes allowed to be harvested by species,
based on the Operational Annual Plan (POA). Because of the nature of jurisdiction in
Brazil, individual States might consider particularities in their legislation regarding forest
management and the issue of permits.

4.2. Legal Rights over Forests
4.2.1. Land Tenure and Legal Rights over Forest Resources

Private land ownership is based on a land title validated by the public notary. The title is
required to submit, and approve, a forest management plan by the authorities, and ensure
the rights to harvest forest products.

Despite Brazil having five types (item 2.2.2) of legal sources of timber, access to forest
resources based on forest management is basically concentrated in:

- State owned forests through a forest concession license

The forest concession license follows the requirements defined by Law 11.284/06.
Article 35 of Decree 6.063/07 sets out that the concession is managed through
public forest concession contracts. The contract gives the right of sustainable
forest management to a company!4 that presents the best financial and technical
proposal, assuring the lowest environmental impact, the greatest direct social
benefits, greater efficiency, and greater value adding to forest product or service,
in the concession region.

- Forest management in private forest land

In case of private land, the Law 4.504/64 regulates the rights and obligations
concerning rural properties and management of the resources. The law grants the
owner the right to transfer the land to a third party through formal contracts (e.g.
rural leasing, agricultural, agro-industrial and extractive partnership) that are
registered with public notaries. This is a common practice on management of
natural/forest plantations.

4.2.2. Legality Risks in forest licensing processes

The risks associated with illegalities involving forest concessions licensing in Brazil are
quite low, according to WWF Brazil.'® The process is transparent and reviewed in several
steps of the completion of the contracts, which reduces the possibility of unethical conduct
in all phases of the process, from the publication of tender bids to audits. The practice of
forest concessions in Brazil is well consolidated and with minor risks related to the process.

Harvesting in private forestland it is also a process involving low illegality risks. The
sustainable management practices are quite well defined and harvesting is relatively well

13 Logging permit in only for Pard and Mato Grosso States, adopt the terminology AUTEF (Autorizacdo de
Exploracdo Florestal) instead of AUTEX.

14 According to Art. 19, 8 12 of Law n2? 11.284/06, only Brazil-based companies are allowed to be granted
a forest Concession License.

15 Interview with Ricardo Russo, WWF Brazil, Forestry Program Coordinator, on September 27t 2018,
Brasilia.
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monitored by the authorities. For instance, the states of Mato Grosso and Acre have a
good forest control, according to CIPEM?S,

4.3. Harvesting, Management, and Risks
4.3.1. Production of Timber and Origin

The production of timber from natural forests is identified from the information provided in
the DOF system, which is a federal electronic tool. This tool integrates federal (SINAFLOR)
and state (SISFLORA) forest transport documents to monitor and control harvesting,
transformation, trade and storage of forest products. Details of these systems are
presented below.

e The DOF system (Document of Forest Origin)

The DOF (see Fig. 24 in Annex) is issued based on information on timber volumes
defined in the AUTEX, which is based on information of the sustainable forest
management plans — SFMP and Census of natural forests (private natural forests and
public forest concession).DOF can also be based on permits of land use change,
vegetation suppression authorization!’. Forest plantations with exotic species do not
require a DOF (for timber from planted forests see item 2.2.2). It is noteworthy that
indigenous people are not allowed to commercialize log from their land, however,
traditional communities are able to sell wood from their land, but this activity happens
in small-scale or is almost inexistence as seen in the interviews?,

e The SINAFLOR (National System for Control of the Origin of Forest Products)

This system integrates the control of the origin of wood, charcoal and other forest
products, under the coordination of IBAMA. SINAFLOR was established by Normative
Instruction N°. 21/14, in compliance with Art. 35 and 36 of Law 12.651/12 and is being
gradually implemented across Brazil. SINAFLOR?®® covers volume from Sustainable
Forest Management Plan (private and public land), land use change, vegetation
suppression authorization, forest reposition?° and isolated tree cut. Furthermore, this
system is still in process of implementation in some States, and forest management
projects authorized prior to the implementation of SINAFLOR will be managed under
the DOF system. According to IBAMA (2018), Twenty-one states are already prepared
to operate the system: Acre, Amazonas, Amapa, Rondbnia, Roraima, Tocantins,
Alagoas, Ceara, Maranhédo, Paraiba, Pernambuco, Piaui, Rio Grande do Norte,
Sergipe, Federal District, Goids, Mato Grosso South, Minas Gerais, Rio de Janeiro,
Parana and Rio Grande do Sul. The states of Bahia, Para, Mato Grosso, Espirito Santo,

16 |nterview with Rafael Mason of CIPEM, on September 28", 2018, in Cuiaba, Brazil.

17 Vegetation Suppression Authorization (Autoriza¢do de Supressdo Vegetal - ASV) refers to the suppression
of native vegetation in undertakings of public or social interest subject to environmental licensing by IBAMA.
It seeks to guarantee the control of exploitation and commercialization of the forest raw material actually
exploited in the undertakings licensed by IBAMA and the control of flora specimens.

18 Interviews held in Brazil with several experts in 24 — 28" of September, 2018.

19 Planted trees (native and exotic) do not need authorization, according to Art 35 of Law 12651/2012;
however, a prior notice is required by registering at SINAFLOR system.

2 The forest reposition is the compensation of the volume of raw material extracted from natural forests
by the volume of raw material resulting from forest planting for recovery of forest cover.
(https://www.ibama.gov.br/flora-e-madeira/reposicao-florestal/o-que-e-reposicao-florestal)
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Sdo Paulo and Santa Catarina are completing the stages of training and
implementation.

e The SISFLORA (System of Forest Products Commercialization and Transport)

SISFLORA is the State System of Commercialization of Forest Products Transport,
exclusively used in the States of Pard and Mato Grosso in the forest control. Those
States have decentralized system due to the high volumes of harvesting natural forests.
In 2016, the SISFLORA (Paréa and Mato Grosso), informed timber volume production
of 18.073.603 m3 coming from SFMP, including private and public forests. The two
States using SISFLORA are responsible for the supply of over 70% of tropical timber
produced in the country. SISFLORA covers volume from Sustainable Forest
Management Plan (private and public land), land use change, vegetation suppression
authorization, forest reposition and isolated tree cut.

Figure 17 presents logging volume by type of timber origin for 2016, which originated from
DOF system data.

Figure 17 — Volume of timber by type of timber origin (2016)
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4.3.2. Legal requirements for management planning

Legal requirements for logging in Brazil are laid out in the Brazilian Forest Code (Law
12.651/12) and forest concession Law 11.284/06 and their regulations.

In Brazil, timber harvesting, as mentioned, can occur in public lands (Forest concession)
or private lands. The licensing process for logging varies depending on whether the forest
is public or private, for instance, public forests require public notice. In all cases, public or
private natural forests, an Annual Operation Plan (POA) shall be presented and approved,
to be issued a logging permit by the relevant environmental agency. For federal public
forests, the permit is issued by the federal environmental agency - IBAMA.

In terms of forest concession, commercial harvesting requires the Annual Forest Grant
Plan (PAOF). The size (hectares) of forest concessions varies according to the year of the
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PAOF and the forest concession, when granted last for 40 years. At the federal level
(federal public forests), PAOF is prepared and proposed by the SFB and approved by the
Ministry of Environment. At State?! level (state public forests), PAOF is prepared and
proposed and approved by the state government, generally by the State Environment
Secretariat (SEMA).

The PAOF establishes the criteria for access to forest concessions by small, medium-
sized organizations, as a way to promote equity in the management policy of Public
Forests in Brazil. It considers initiatives of great value such as the Plan of Action for the
Prevention and Control of Deforestation in the Amazon Legal (PPCDA) and the
Ecological-Economic Macro zoning of the Legal Amazon.

All concessionaires should be registered at the IBAMA’s technical register system
(Cadastro Técnico Federal). Moreover, in order to be granted the legal right to harvest
from concessions in natural public forests, concessionaires must hold a concession
contract. For harvesting in private natural land forests, timber companies must hold land
title documents or a land lease contract.

When harvesting in natural forests??, timber companies must have an approved
Sustainable Forest Management Plan — SFMP, an approved POA and a logging permit
(generally called Autorizacéo de Exploracao — AUTEX, except in the State of Par4, which
it is called AUTEF. Figure 18 summarizes the documents required in the process of
harvesting natural forests. This process is the same for forest management in private
land?2,

Companies harvesting from planted forests (native and exotic species) do not need to
have a harvesting permit?4, but in some states they need to inform the competent
authorities (the local State Environmental Secretariat) the final purpose of harvesting,
when establishing the plantation, following the rules established in Chapter VII of the
Forest Code (Law 12.651/12).

For forest clear-cut, the State Environment Secretariat (SEMA) issues Land Use Change
Authorization and Vegetation Suppression Authorization. Companies harvesting using
those permits should carry out a survey of timber species in the area, a simple inventory
with the volume of the area to be harvested.

21 Only Acre and Amapad States have state forest concession.

22|t does not include land use change permit.

2 |Interview with Douglas Antdnio Granemann, Tridngulo Pisos e Painéis Ltda., on September 24, 2918, in
Curitiba, Brazil.

24 In case of specific native threatened timber species, such as araucaria or mahogany need harvesting
permit, but other species do not need harvesting permit.
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Figure 18 — Required documents and permits regarding logging from natural forest
management in Brazil
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4.3.3. Risks Associated to Management Planning

There are some risks of illegality associated with management and harvesting permits,
but inspections from the forest and environment authorities has gradually mitigated the
problem.

The risks are mainly associated to poor forest inventory (over estimating volumes),
harvesting prohibited tree species, harvest from non-licensed areas and harvest trees with
a diameter below allowed by law (Brancalion et al. 2018).

4.4. Environmental Requirements
4.4.1. Legal Environmental Requirements in Brazil

As mentioned in section 1.1.4, a certain percentage of private land must be kept under
native vegetation, called “Legal Reserves” with function to protect vegetation and ensure
the sustainable economic use of natural resources.

In Brazil, a preparation of Environment Impact Assessment (EIA) and Environmental
Impact Statement Report (EIS) was required for a SFMP with area above 2.000 ha, as
established by Decree 1.282/94. However, this regulation was eliminated, and Article 4 of
Decree 5.975/06 states that a sustainable forest management plan already complies with
all environmental requirements necessaries to allow forest harvesting.

4.4.2. CITES-listed tree species in Brazil

Brazil has a number of laws that regulate the protection, utilization and trade CITES listed
species. Decree 3.607/00 regulates the exports and imports procedures for species listed
in CITES Appendixes. Exports of the CITES listed timber species requires a specific permit
(see Fig. 25 in Annex) issued by CITES Authority - IBAMA. Such permit will be issued
after a non-detrimental finding report prepared by the Scientific Authority certifying that
export will not affect the survival of the species, and therefore the trade is considered legal.

The main Brazilian timber species that are commercially valuable and regulated by CITES
are Mahogany (Swietenia macrophylla), listed in CITES Appendix Il, and Red cedar
(Cedrela odorata) in Appendix Ill. Both species, originate from the Amazonian Biome. The
CITES listed species for Brazil is presented in Table 10.
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Table 10 - List of timber species regulated by CITES

Appendix Il Cedrela fissilis Cedro rosa
Appendix Il Cedrela lilloi Cedrinho

Appendix Il Cedrela odorata Red Cedar
Appendix Il Swietenia macrophylla Mahogany
Appendix Il Caesalpinia echinata Pau - Brasil
Appendix Il Aniba rosaeodora Rosewood
Appendix | Dalbergia nigra Jacaranda

Source: CITES (2018), compiled by STCP (2018)

IBAMA has established an online system to control permission of CITES export and
import,?> where individual / company to import / export should be registered. IBAMA
reviews all applications for commercial use of CITES species. Issuance of each
permission costs about USD 25.

Moreover, the Brazilian government has made suggestion of timber species to be included
in the CITES Appendix. According to CITES proposal for amendment of Appendices | and
11?6, the government suggests that species of the Gender Handroanthus spp. (Tabebuia
spp; Roseodendron spp.) are included in Appendix Il due to the decrease of populations
in the northern region, specifically of Handroanthus impetiginisus (Ipé-roxo/Pink-1pé) and
Handroanthus serratiofolius (Ipé-amarelo/ Yellow-Ipé&).?’

4.5. Employment and Safety in Forest Operations
4.5.1. Legal Requirements for Employment

In Brazil, labor relations are governed by the Labor Law (Decree Law 5.452/1943) and
complementary regulations. Article 41 of the Law stipulates that the company employer
should register all workers. The 1988 Constitution contains several labor provisions,
establishing the rights of urban and rural workers, aiming at improving their social
conditions (Art. 7). Among other things, it legalizes unions, collective bargaining, the right
to strike both in the public and private sector, regulates working hours, paid vacation, child
and woman labor, and other matters. For a Brazilian citizen to have the right to work, he
or she must hold work and social security papers (Carteira de Trabalho e Previdéncia
Social — CTPS), where the terms of employment contract have to be recorded.

%5 https://www.ibama.gov.br/licencas-servicos/fauna/licenca-de-importacao-exportacao-de-fauna-cites-

e-nao-cites

26 https://cites.org/sites/default/files/eng/cop/18/prop/020119_d/S-CoP18-Prop_draft-Handroanthus-
spp_Tabebuia-spp_Roseodendron-spp.pdf. The Proposal for amendment of Appendices | and Il will be
discussed at the 18th Conference of the Parties to the Convention on International Trade in Endangered
Species of Wild Fauna and Flora (CITES COP 18), to be held in Colombo, Sri Lanka, on 23 May -3 June 2019.

27 CITES, Examen de las Propuestas de Enmienda a los Apéndices i y ii. Available at:
https://cites.org/sites/default/files/eng/cop/18/prop/020119_d/S-CoP18-Prop_draft-Handroanthus-
spp_Tabebuia-spp_Roseodendron-spp.pdf
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Ministry of Labor and Employment (MTE) is responsible for inspections related to Health
and Safety requirements. There is a range of Regulating Norms (NR) that deal with the
matter. The rule directly applicable to the forestry sector is MTE NR 31 (Security and
Health in the Work in Agriculture, Forestry, Forest Exploitation, among others), related to
rural activities with focus on health and safety of the workers.

4.5.2. Legal Employment Associated Risks

In general, the forest workers in Brazil have a low level of education and are often unaware
of his or her labor law rights. General situation has improved along the last years but there
are still risks associated to work analogous to slavery, child labor and gender inequality.

The MTE holds a ‘blacklist’ of companies where this type of illegality was registered, most
of companies presented in this list are from Agribusiness (31%), followed by livestock
(25%) and logging companies (8%)?8. Overall, the global rank the country holds in the
Rule of Law index regarding “fundamental rights (labor rights)” is 59/113.

4.6. Social Requirements
4.6.1. Social requirements in Brazil

The legislation in Brazil emphasizes protection of the rights of traditional communities?®
and indigenous peoples to utilization of natural resources. The National Policy for
Sustainable Development of Traditional Peoples and Communities (Decree 6.040/07)%
establishes the recognition, respect for the socio-environmental and cultural diversity of
traditional peoples and communities, guaranteeing them access to the natural resources
they traditionally use for their cultural and economic activities.

According to MMA, Brazilian traditional people and communities include Indigenous
people, Quilombolas (descendants of slave communities), Seringueiros (rubber tappers),
Castanheiros (Brazilian nut collectors) and others.

The Palmares Foundation has identified and certified more than 2,400 quilombola
communities in 23 Brazilian states. National Indian Foundation (Fundacdo Nacional do
indio — FUNAI) has mapped and demarcated 566 traditionally occupied Indigenous areas
all around the country, and there are another 135 either under study or already designated
as restricted areas by FUNAI for the protection of isolated indigenous peoples and groups,
with limitations on use and entry and transit of third parties in the area. Additionally, there
are 51 indigenous reserves either already demarcated or in the demarcation process. In
total, there are more than 110 million hectares of Indigenous lands in Brazil, according to
FUNAIR,

28 List of companies with registry of work analogous to slavery:
http://www.prt5.mpt.mp.br/images/Lista_Suja_2018.pdf

2% Art. 149 of the Brazilian Penal Code defines work analogous to slavery as “to reduce someone to the
condition analogous to slavery, whether by submitting forced labour or extended working hours, or subject
to the conditions of degrading work or by restricting by any means their movement due to debt contracted
with employer.

30 Decree 6.040/07, Article 3 defines Traditional People and Communities as “culturally differentiated
groups that acknowledge themselves as such and maintain their own social organization, and which occupy
and use territories and natural resources as a condition for their cultural, social, religious, ancestral, and
economic reproduction, using knowledge, innovation and practices generated and transmitted by tradition”.
Also the same Decree defines Traditional Territories as “the spaces necessary for the cultural, social and
economic reproduction of the Traditional People and Communities, whether they are used in permanent
or temporary form”.

31 http://www.funai.gov.br/index.php/indios-no-brasil/terras-indigenas
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According to Decree 419/11, IBAMA should be informed of any applications for an
environmental licensing for activities in the vicinity of Indigenous or Quilombola land.
IBAMA will consult those communities and it might be necessary to prepare EIA/EIS®,
following public consultation.

Moreover, Law 11.284/06, its Article 2 sets out as a principle of forest concession
management the respect for the right of local communities to the access to public forest
and its benefits as result of its use and conservation. In this way, in a forest concession
area, if there are forest products that are traditionally exploited by the local communities,
the right to collect these products continue to be ensured. In this case, the concession
winner must guarantee the population's access to the area to continue its activities. On
the other hand, communities should follow the rules of access to the area, especially those
related to the safety of the worker. The concession contract specifies the local community
use products that are excluded from the list of products which the dealer may operate or
which has restrictions use.

4.6.2. Social Requirements Associated Risks

The legislation in Brazil protects the rights of traditional and Indigenous communities
regarding natural resources through the ‘Estatuto do indio’, Law 6.001/73. According to
interview*® with SFB, when the PAOF (item 3.3) is elaborated by SFB, areas near
indigenous people and traditional communities are avoided, which result in low risk
regarding those groups and forest activities

4.7. Control Measures to Verify Legality of Harvesting
4.7.1. System and Process to verify legality on Harvesting Activities

The SFB, responsible to manage the forest concessions program is responsible for
monitoring the proposed activities and contractual obligations of the concessionaire, to
guarantee the sustainability of the forests and generate social, economic and
environmental benefits.

The monitoring activities are established by Decree 6.063/07, including accompanying the
activities of concessionaires, the forest production and the fulfilment of the obligations
assumed by the companies in the bidding process. The results of the monitoring are
incorporated into the Public Forest Management Reports published annually by the SFB.

The SFB uses three methods for the monitoring of forest concessions including the Chain
of Custody System, the Remote Sensing (LIDAR and Detex); and Forest Independent
Audit. A brief description is presented below:

e Chain of Custody System

The SFB has made efforts on monitoring all stages of harvesting natural forests in Brazil,
using technology in the process by creating the Chain of Custody (CCS) System (2015).
The CCS is a set of procedures adopted for the tracking of timber forest products
harvested in forest concessions, ranging from tree felling, logging and transportation of
logs until their transformation into the first processing, controlled through a computerized
system.

The CCS considers:

32 EIA/EIS are prepared by an accredited professional registered at professional association (CREA). In case
of forestry activities, it is generally a Forest Engineer.

3 Interview with Antonio Carlos Prado and Marcus Vinicius, the Brazilian Forest Service, on September 27",
2018, in Brasilia, Brazil.
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- Records the location of all trees in the forest;

- When these trees are harvested the forest concessionaire is obliged to inform
all the production in the system;

- Each transport of wood to the processing industry is also registered in the
system, which generates a QR Code for each document;

- Upon arriving at the industry the logs are converted into primary products and
packages recorded;

- Each product package also receives a QR Code generated by the CCS.

Thus, when querying the generated codes, the system automatically shows which trees
gave origin to the consulted wood and generates a map with the geographical coordinates
of these trees, ensuring a full traceability of the timber.

The application makes it possible to:

- Verify the legality and origin of timber coming from sustainable management in a
public forest;

- To trace using QR Code the log or sawnwood from concession areas as stated
previously;

- Access production reports of the concessions with production data per year, by
species, per state; and

- Consult the list of forest dealers who produce selected timber.

Since the beginning of SFMP implementation, concessionaires should include all activities
in the CCS data, which allows SFB to control the production and transportation of wood
products in areas under forest concession. According to interviews34, forest concession
presents low risk for timber legality among legal sources of timber in Brazil.

ii) Remote Sensing (LIDAR and Detex)

To monitor forest concessions, the use of remote sensing® tools is very important.
Currently, in its monitoring activities, SFB makes use of the Detection System for Selective
Exploitation (Detex) and Light Detection and Ranging Mapping (LIDAR).

iii) Forest Independent Audit

The Law 11.284/06 defines that the forest concessions should be submitted to
Independent Forest Audits, at intervals not exceeding three years; on the other hand, the
environmental agency and SFB carry out their regular inspections.

The Audits should be carried out by entities accredited by the National Institute of
Metrology, Standardization and Industrial Quality (INMETRO) and recognized by SFB.
They should evaluate and qualify the forestry activities and economic, social and
environmental obligations expected in the bidding process and signed in the forest
concession agreement.

As for forest management in private lands, the control system is SINAFLOR and
SISFLORA (see section (4.3.2), and there is no independent forest audit.

e Field Inspection

The SEMA is responsible for conducting field inspection and monitoring forest
management (natural forest) in private land, across Brazilian States. According to SEMA-

34 Interview with different experts at SFB, IBAMA and WWF Brazil, on September 27t", 2018 in Brasilia, Brazil.
35 Details for monitoring forest concessions, see: http://www.florestal.gov.br/monitoramento
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MT, the State monitoring system in private land has two steps: i) Laboratory; and ii) Field
inspection.

i) Laboratory: this step monitors forest activities through remote sensing (satellite
images, remote sensing, etc.); and;

ii) Field Inspection: once detected potential illegal activities, the SEMA will cross-
check with documents such as POA and SFMP, which will result in a field
inspection through sampling areas.

Moreover, SEMA has monitoring goals during the three phases of sustainable forest
management: pre-operation (prior to the forest harvesting); during the SFMP activities
(harvesting, etc.) and post-forest harvesting activities (transport, mill yard, etc). In general,
field inspections shall be carried out monthly, including SFMP monitoring and routine
inspection.

4.7.2. Risks Associated to the System and Process to Verify Legality on
Harvesting

Risks associated to lllegality in timber harvesting in Brazil have been reduced over the last
few years. Itis generally accepted that illegal timber volumes in Brazil from natural forests
are low (5 — 8%). Most illegal timber is traded in the local or regional markets, and very
little is exported, according to CIPEM and ABIMCI®.

The overall percentage of illegally harvested timber has declined as a result of the fact
that plantation timber is now, by far, the most important source for the industry.
Regulations for harvesting timber from plantation forests are less demanding than that for
natural forest, and it is generally accepted that there is no major legal risks associated
with harvesting, transportation, processing and trade of plantation timber.

Comments kept

5. LEGISLATIONS ON TRANSPORTATION AND PROCESSING

5.1. Laws and Regulation on Transportation and Processing

Table 11 presents the most relevant Brazilian laws regulating transportation and
processing of wood and wood products.

Table 11 — Laws and regulations regulating transportation and processing of wood
and wood products

36 |nterview with Rafael Mason of CIPEM, on September 28", 2018 in Cuiaba, Brazil
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Provides the administration of customs activities, and the

DESIEE B e control, control and taxation of foreign trade operations.
IBAMA IN n° 21 2013 Regulates the Document of Forest Origin - DOF for
exportation and importation of wood products.
Establishes the procedures for the exportation of wood
IBAMA IN n° 15 2011  products and sub-products from native species originated

MMA Portaria n°

from natural or planted forests.

Establishes the Document of Forest Origin — DOF for the

253 2006 transportation of wood and wood products in the Brazilian

territory.
Establishes National System for Economic and Fiscal
SINIEF Adjustment - 2005 Information and Creates the electronic bill of sale and the
07 -2009 DANFE, an official document for every sale inside the

country.

Source: Compiled by STCP (2018)

5.2. Transportation of Wood and Wood Products

5.2.1. Legal Procedures to Transport Wood and Wood Products

The legal documents required for transportation of wood and wood products in Brazil are:

Bill of Sale (Nota Fiscal)

The bill of sale is an invoice. It is the evidence of any monetary transaction of a
good sale or performed service. This document also serves to collect taxes. The
failure in use or request a bill of sale is considered tax evasion. Currently, most of
companies use the electronic bill of sale, and in such cases the physical document
that accompanies the product is the DANFE — Document of the Electronic Bill of
Sale — which bears the same information. This document should follow the
transportation of wood and wood product in the domestic market, and applies to
timber from natural forests and also for timber from plantations.

Document of Forest Origin (DOF)

The DOF (see Fig. 24 in Annex) was created by Normative Instruction n. 21 2013,
by IBAMA and applies only to native timber from natural forests. It contains
information related to the type of operation (Sustainable Forest Management Plan,
Land Use Change, and Vegetation Suppression authorization), timber species,
volume, company name, address, route planned, and authorization number
according to the forest management plan and among other important information.
The DOF is issued online by IBAMA or SEMA. This document must accompany
the wood and wood products (sawnwood, wood residues, wood chips, charcoal,
railway ties and posts) throughout the route and it might be requested/ inspected
by the authorities. The purpose of DOF is to control the origin of forest products. .
In order to issue DOF for wood, the interested party (forest/mill owner) must
register the origin of wood (AUTEX/AUTEF/Mill yard) on DOF online system, which
means that DOF online will be able to trace information about the origin of wood
and wood products. The issuance of DOF documents for the transport of forest
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product will take place after acceptance of an online offer and the indication of the
transport destination is mandatory (that is, indication of the buyer). It should be
noted that the procedure of the issuance of DOF for wood and DOF for processed
wood products is independent; nevertheless, based on the information contained
in the DOF for processed wood products, one is able to trace the wood origin.

The Forest Guide GF1/GF3 (Guia Florestal), if timber is originated from Paréa and
Mato Grosso state (see Fig. 26 and 27 in Annex) can replace the DOF.

The GF1 is used only to the transport of logs from the forest of origin to the
processing facilities. The GF3 is used to transport processed timber products to
the final consumer. It is noteworthy that GF1 is not a requirement for GF3.
Information contained in both transport documents GF1 and GF3 refers to POA,
therefore, it is possible to trace the wood origin. All state systems are
interconnected between them and with IBAMA, so that SEMA is able to cross-
check the information in the documents. Furthermore, GF3 is also issued when
wood and wood products (sawnwood, wood residues, wood chips, charcoal,
railway ties and posts) are destined to international market. If that is the case, the
document should state the name of the importer and destination country. Those
documents presented above are issued by SEMA and should follow along with the
bill of sale.

As mentioned, the States of Pard and Mato Grosso issues different transportation
documents to transport wood and wood products. According to Art. 40 (Law 233/05), the
Forest Guide (GF) is established as a mandatory control instrument to be used by person
or companies in the delivery, shipping, transportation, receipt and storage of raw materials,
products and by products, timber and non-timber, starting from the place of extraction or
processing until its final destination.

Figure 19 presents the flow of required documents on the transportation of wood and wood
products.

Figure 19 — Required documents for transportation of wood and wood products
through the supply chain

Forest of Origin Processing Facilities Trader/Importer
AUTEF/AUTEX Operational License Radar Importer

Transport Transport Transport
GF1/DOF GF3/DOF GF3/DOF

Source: IBAMA, compiled by STCP (2018)

5.2.2. Risks Associated to Transportation of Wood and Wood Products

The bill of sale (Nota Fiscal) is electronically issued and inspections are made along the
roads. Documents such as DOF, GF1 and GF3, contain a considerable amount of
information, and are inspected during the transportation. In spite of the fact that some
flaws might still exists in the system(delay in registering information, slow system, among
others), illegality involving wood and wood products transportation, is not a major problem,
especially for timber traded in the main domestic market in Brazil, or in the international
trade.
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5.3. Wood Processing
5.3.1. Legal Procedures on Wood Processing

In Brazil, the timber processing industries must hold to operate a regulatory pre-installation
and operation license. Art 31 of Law n° 592/17 sets out the required operation licenses
(see Fig. 28 in Annex):

- Prior License

Granted in the preliminary phase of planning, approving location and design,
certifying the environmental requirements and conditions to be met in the next
phases of the implementation;

- Installation License

Authorizes the installation in accordance with the specifications contained in
the approved plans, programs and projects, including environmental control
measures and other constraints, which are a determining factor; and

- Operation License

Authorizes the operation after verification of the effective compliance of the
prior licenses, with the environmental control measures and conditions
determined to the operation.

Furthermore, all companies, despite of its type of operation must hold an Alvara License,
and must be registered at the SEMA. All sawmills should be enrolled in the DOF system
(or in the case of the States of Pard and Mato Grosso, they must be enrolled in SISFLORA).
Alvara is a license granted by the City Hall, allowing the location and operation of
commercial, industrial, agricultural, service providers, as well as companies, institutions,
and associations of any nature, linked to individuals or legal entities.

5.3.2. Risks Associated to Wood Processing Facilities

In case of companies that operate without permit, can be fined by the State Environmental
Agency (SEMA). Companies should report timber species and volume daily into the DOF
system or SISFLORA regarding the inbound delivery of logs and timber products at the
yard mill.

In case of inspection by SEMA, if the physical stock does not correspond to the volumes
registered into DOF/SISFLORA, the mill shall be subject to fines. In addition, the system
only allow mills to sell wood and wood products if the sold volume is equal or lower than
the volume registered in the DOF system of SISFLORA, meaning the mill can’t sell a
higher volume than the one registered in the DOF system or SISFLORA.

A study coordinated by SFB in 2014 indicates that the timber industry in the Legal Amazon
is sometimes poorly inspected and the criteria used are not strict regarding the timber
origin, renewal of licenses and proof of operation with periodic inspections. The current
licensing system of wood processing mills, with different rules in different states and little
transparency, does not favor the fight against illegality®’.

37 http://www.florestal.gov.br/ultimas-noticias/680-artigo-madeira-da-amazonia-um-novo-foco-no-

combate-a-ilegalidade
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5.4. Supervision and Control Measures to Verify Legality of Transporting and
Processing Wood

The “selling of credits®” of DOF has been reported, in some cases, in Brazil. When the
DOF is requested by inspectors of SEMA, apparently the authorized volume for
transportation corresponds to the volume authorized for harvesting. However, it is
common that the planned timber volume to be harvested is not done; as result part of the
authorized volume in the DOF is traded in the black market. That means, that trucks could
be transporting timber covered by an official document (DOF), however the wood does
not originated from authorized areas.

Despite those issues, there are sufficient measures to control and verify wood and wood
products transportation activity. It is important for the buyer to always require official
documents (bill of sale accompanied by the DOF) and seek for trusted suppliers, verifying
with forest certifiers (FSC and CERFLOR), Government Agencies (IBAMA) and regional
timber associations, such as CIPEM.

6. LEGISLATIONS ON TRADING WOODS AND WOOD PRODUCTS
6.1. Laws and Regulation on Trading Woods and Wood Products

6.1.1. Custom Legislation

In Brazil, international trade of products is controlled by a system called the Integrated
Foreign Trade System (SISCOMEX), established by Decree n°® 660/92. SISCOMEX is
computerized system that integrates the activities of registration, monitoring and control
of foreign trade, carried out by the Secretariat of Foreign Trade (SECEX) of the Ministry
of Development, Industry and Foreign Trade (MDIC), the Brazilian Federal Revenue
Service (RFB) and the Central Bank of Brazil (BACEN). These Government Agencies are
the managers of system.

For the access to SISCOMEX, it is necessary to register in the Registration and Tracking
of the Performance (RADAR) of RFB, according to Normative Instruction 650/06, which
establishes procedures for the authorization of importers and exporters. Therefore,
RADAR registration is mandatory to carry out any operation on imports and exports.
Moreover, exporters are registered at the Registration of Exporters and Importers (REI) of
SECEX?’, the registration is carried out at the time of the first export operation at any point
connected with SISCOMEX. Figure 20 presents the legal process to export timber and
timber products.

Figure 20 — Legal process for timber export in Brazil

38 Credits are referred to the authorized timber volume for transportation by SEMA.

39 SECEX regulates, supervises, guides, plans, controls and evaluates foreign trade activities.
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Source: RFB, prepared by STCP (2018)

6.1.2. Product Classification

Exporting companies should classify their products according to the nomenclature: ALADI
(NALADI / SH), established on the basis of the International Convention on the
Harmonized Commodity Description and Coding System (HS). The HS has six digits, but
each country can add up to four digits; and MERCOSUL Common Nomenclature (NCM),
created in 1995 and was approved by Decree n° 2.736/97. Table 12 presents the
nomenclature applied to commonly exported timber products in Brazil.

HS Code nomenclature for the most relevant timber products exported by Brazil is
presented in Table 12.

Table 12 — HS Code nomenclature for commonly exported timber and timber
products in Brazil

Pulp of wood or of other fibrous cellulosic material
Paper and paperboard
Wood in the rough, whether or not stripped of bark or sapwood

Wood sawn or chipped lengthwise, sliced or peeled, whether or not
planed, sanded or end-jointed

Plywood, veneered panel and similar laminated wood

Builders' joinery and carpentry, of wood, incl. cellular wood panels,
assembled flooring panels

Wood in chips or particles

Newsprint

Source: ComexStat, compiled by STCP (2018)

Timber exporting companies, dealing with natural forest, should register in the DOF
system as exporter. Native timber species listed as endangered in CITES Appendix should
hold a special CITES Certificate issued by IBAMA. Companies operating with timber from
forest plantation trees (pine, eucalyptus, teak, etc.) do not need a special permit or license
to export.
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6.1.3. Custom Inspection Procedures

IBAMA has office and their staff in each port to control export of wood products. According
to the interview with ABIMCI*® and RFB (2016), there is a parameterization (customs
checking of the goods through channels) at Brazilian ports, which guide custom office on
lowering the risks of illegalities in exporting and importing goods.

There are four verification channels:

- Green Channel: do not require document and physical checking
A product selected for the green channel is cleared automatically without any
verification;

- Yellow Channel: required document checking
When selected for the yellow channel, the documentation along with the
product is verified by the custom office;

- Red Channel: required document and physical checking
In the case of selection for the red channel there is, in addition to document
verification, the physical verification of the goods. According to ABIMCI, hard
wood products are under Red channel control; and

- Grey Channel: Document and physical checking due to suspected fraud in
declared values
Goods selected for the grey channel, a document examination is conducted, in
addition to the physical verification of the goods and a special customs control
procedure is applied, to verify elements indicative of fraud, including the price
declared for the merchandise.

The Brazilian parameterization process is considered one of the most advanced in the
world due to its computerization and agility, especially in the red and grey channel, when
physical verification of the cargo is done through equipment that photographs and scans
the goods without opening the container or package, as stated by the Brazilian Ministry of
Foreign Affairs (MFA, 2016).

6.2. Legally Required Documents or Records
6.2.1. Legally Required Documents for Trading Wood and Wood Products

In Brazil, the mechanisms for trading are very demanding, and all parties involved must
comply with various legal requirements. The main documents required to export timber
products are:

- Export registration — SISCOMEX (Registro de exportagéo);

- Phytosanitary Certificate of Origin (See Figure 29, in Annex);
- Consolidated Phytosanitary Certificate of Origin (CFOC);

- Shipping Export Declaration (DDE);

- DOF/GF1/GF3 for native species timber

- Custom declaration;

- Bill of sale;

- Packing list;

- Commercial Invoice; and

- Bill of landing.

40 |nterview with Roberto Puppo, ABIMCI, on September 25, in Curitiba, Brazil.
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Table 13 presents information on each document and the issuing authority to comply with
legal requirements to export wood and wood products.

Table 13 — Legally required documents for wood and wood products export

Invoice

Document of Forest
Origin - DOF

GF3

Exportation
Authorization for CITES
species
Official Enrolment at

SISCOMEX (Integrated
Foreign Trade System)

Phytosanitary Certificate
of Origin — CFO and the
Consolidated
Phytosanitary Origin
Certificate — CFOC

Exportation Shipping
declaration

Sales Agreement
(optional)

Packing List (Romaneio
de carga)

This is a commercial document that
formalizes a purchase transaction with a
foreign company and contains information
about the person / institution taking the
service, details of the service (s) provided
and amounts paid.

A declaration of origin of wood and wood
products

A declaration of origin of wood and wood
products for the States of Mato Grosso and
Para.

This authorization is needed when the
trader want to export timber species listed
in CITES Appendix.

This system is used to register foreign
merchandise transactions such as imports
and exports.

Phytosanitary Certificate of Origin is issued
to indicate that consignments of plants,
plant products or other regulated articles
meet specified phytosanitary import
requirements and are in conformity with the
certifying statement of the appropriate
model certificate.

An export declaration is basically a customs
form completed and submitted by an
exporter at the port. It is meant to serve two
major purposes: To provide information on
amount, nature and value of exports to the
statistical office for compilation of foreign
trade data; To serve as an export control
document.

Packing list the shipping document that
discriminates against all goods shipped or
all components of a cargo in how many
parts are fractioned. The purpose of the
Packing list is to provide detailed
information on how the merchandise is
presented, in order to facilitate the
identification and location of any product
within a lot, as well as facilitate the
inspection of the merchandise by the

Issued by the Seller

Issued by the state
environmental agency
(SEMA) or IBAMA

Issued by SEMA.

Issued by CITES
authority (IBAMA)

Issued by SISCOMEX

Issued by local SEMA
Notes: it must be
submitted by an
authorized Forester.

Issued by local customs
office.

Notes: Shipping
Declaration (Must
include SISCOMEX
number).

Issued by the seller

This form is issued by
the exporter
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inspection, both on board and at the
landing.

This document is used for shipment of
goods.

It describes the type and quantity of goods
Bill of Lading (Bill of shipped, where the shipper, the consignee, Issued by the shipping
. the ports / airports / embarkation and company, shipping
Lading/ CRT/ AWB/ TIF) , . . -
unloading borders, the name of the carrier company or its shipping
and the value of the freight are mentioned. agent.
This document receives denominations
according to the means of transport used.

Source: Compiled by STCP (2018)

On the other hand, for importing wood and wood products, according to the IBAMA
Normative Instruction n® 21/2014, the importer must register the "Import Declaration (DI)"
in the DOF system, the issuance of the Import Document of Forest Origin (DOF), for the
transportation of wood and wood products imported from their country. The Import
Declaration in the DOF system is only issued for person or a legal entity registered in
Federal Technical Registry system (CTF)*.

IBAMA does not have other specific standard or procedures for the importation of other
wood and wood products that are not subject to control according to IBAMA IN n° 21/2014.
Therefore, there is no need for prior consent for import of these other products, except in
the case of species listed in CITES Appendix | and I, in which it is necessary to issue a
CITES license and IBAMA’S consent in SISCOMEX. For the import of species listed in
CITES Appendix Ill, the "Certificate of Origin" or "Export License Cites" of the exporting
country to IBAMA is required.

Moreover, for importing wood and wood products it is also required the standard trade
documents, such as:

- Import Registration — SISCOMEX (Registro de importag&o);
- Phytosanitary Certificate of Origin ;

- Consolidated Phytosanitary Certificate of Origin (CFOC);

- Shipping Export Declaration (DDE);

- Custom Declaration;

- Bill of Sale;

- Packing List;

- Commercial Invoice; and

- Bill of Landing.

41 The Federal Technical Registry of Potentially Polluting Activities and / or Users of Environmental
Resources (CTF / APP) are the mandatory registration of individuals and legal entities that carry out activities
that are subject to environmental control.
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6.2.2. Risks Associated to Trading

According to interview with WWF Brazil*? and CIPEM*, there is low risk of illegality
associated with process for timber products exports in Brazil.

7. OTHERS ISSUES

7.1. International framework / trade agreement relevant to combatting illegal
harvesting and associated trade

The European Union Forest Law Enforcement, Governance and Trade Action Plan —
FLEGT process, which addresses illegal logging and its social, economic and
environmental harm it causes. FLEGT, started in 2003, includes tropical countries that
export wood and wood products to the European Union, with measures such as bilateral
trade agreements. Some FLEGT related projects were implemented by Brazil in the past,*
but the country has not been actively involved in with the FLEGT process, this is due to a
tendency in Latin America to engage more in global initiatives rather than local projects
such as FLEGT.

The Lacey Act is another important initiative in addressing issues of illegal logging. This
Act establishes a series of constraints regarding the entry of imported wood into the United
States. The trading of illegal timber is totally banned in the US under the Lacey Act. In
2008, the Act was amended to include trafficked plants, involving trade ban on illegal
timber. The amended act requires buyers to file “Lacey Declarations”, specifying the
scientific name, quantity, value and country of origin of imported timber. The Act explicitly
bans trade in timber that was acquired in any manner that violated an underlying US,
foreign or international law. As an example of its application, the Act prohibits all trade of
plants and plants products, such as furniture, paper and wood from illegal sources.

Brazil is a great exporter of wood products to the United States; therefore, companies
should comply with the Lacey Act. Since Brazil is often seen as a country with the systemic
flaws in the timber regulatory system, so exporters should pay attention to entirely comply
with the domestic regulations and export measures. The company interviewed in Brazil
mentioned that it assures compliance with the Lacey Act; however, the company stated
that it is harder to comply with the Lacey Act than with EU Timber Regulation (EUTR).*

Brazil has taken other initiatives to promote legal timber. The country was the host of the
2016 Olympic Games, where all wood and wood products used to build Soccer Stadiums
and other facilities was FSC certified.*®

7.2. Voluntary Schemes on Legality / sustainability of wood and wood
products

Brazil counts with different voluntary schemes to promote timber legality. The most well-
known are the FSC and CERFLOR.

4 Interview with Ricardo Russo, WWF Brazil, on September 27, 2018, in Brasilia.

4 Interview with Rafael Mason, CIPEM, on September 28", 2018, in Cuiaba, Brazil.

4 One of the projects encouraged by FLEGT in Brazil was the Responsible Timber Exchange by BVRio
(http://www.bvrio.org/static/madeira.html?/)

4 Interview with Douglas Antdnio Granemann, Tridngulo Pisos e Painéis Ltda., on September 24, 2918, in
Curitiba, Brazil.

4 Interview with Aline Bernardes and Fernanda Pereira, FSC Brazil, on September 25%, 2018, in S3o Paulo,
Brazil.
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FSC has developed standards for Brazil’s natural forest and for plantation forests. There
is also the so-called SLIMF-standard (Small and low intensity managed forests) under
FSC scheme, which should be used in timber & non-timber forest management
certification audits, and was developed to meet the certification for forest management in
small scale and of low intensity in native forests of the Brazilian Amazon.

Another important voluntary scheme is Forest Certification (CERFLR). The CERFLOR
certificate is a Brazilian forest certification initiative, launched in August 2002 that became
a national standard by Brazilian Technical Standards Association (ABNT)*". All types of
forest operations are, regardless of scale, eligible for certification, including: private,
governmental or community entities, native and planted forests, individually or in groups
of small landowners. The system is endorsed by Program for the Endorsement of Forest
Certification - PEFC. For statistical data on FSC and CERFLOR verify item 1.1.

Moreover, Brazil has another voluntary scheme named the Legal Harvest standard,
recognized by the Brazilian Government. This standard was developed by a private firm
“SCS Global Services”, based on expertise in wood product legality verification, forest
management and chain of custody. It integrates aspects of wood product legality
requirements from around the world into one standard, to assure a company has the
documentation and evidence needed to uphold the traceability and legality of timber
sourcing. Three companies® in Brazil hold a SCS Legal Harvest certificate.

Finally, wood products companies can apply for the CE Marking certification. The CE mark
is a European mark of conformity of a product in accordance with the technical
requirements of the European Community. It declares that the manufacturer complies with
the requirements of the European standard (EN - European norms) for the products. The
Brazilian Association for Mechanically Processed Timber Industry (ABIMCI) supports
companies*® in acquiring this certification by assisting prospective companies to acquire
the certification with documentation and communication with the European Certifier.
ABIMCI also counts with a technical department only dedicated to activities related to CE
certification to associated members.

47 ABNT is private and non-profit entity, ABNT is a founding member of the International Organization for
Standardization and recognized by the Brazilian Federal Government.

48 SIPASA — Seringa Industrial, Pampa Exportacdes and Golf Industria Comércio e Exportacio de Madeira.
Link: https://www.scsglobalservices.com/certified-clients/responsible-forestry-certificates

4 http://www.abimci.com.br/empresas/
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8. INTERVIEWS/FIELD SURVEY

A field survey was carried in Brazil over the period September 24-28, 2018. The summary
of interviews is presented in Table 14 describing date and time, name of interviewees and
corresponding positions, organizational name, and the main topics of the interviews.

Table 14 — Result of interviews and field survey

Ivan Tomaselli,
President
Sofia Hirakuri, STCP
Senior
Consultant
Luciano B.
Schaaf, Forest AMATA
Engineer
Douglas ia
Antonio Tn_angulo
Granemann, .Plls:os c
Managing Painéis LTDA
Director
ABIMCI —
Paulo Roberto Braz!lla_n
Association
Pupo, of
EX?CUT'Ve Mechanically-
Superintendent  processed
Timber
Industry

o Kickstart meeting for interviews in Brazil;

¢ Objective of the project;

e Report structure;

¢ Report discussion;

e Field visit to Itaperucu.

e Forestry operation of Amata;

¢ Natural forests, management, licensing
processes, transport;

¢ Plantation forests, management, transport,
required documents;

e Land use monitoring system — Cadastro
Ambiental Rural (CAR);

e AMATA’S Export, FSC certification;

e Field visit to Eucalyptus plantation area.

e Forestry operation of “Triangulo Pisos e
Painéis”;

e Manoa REDD+ Project and Carbon emission
trading (Bank of Brazil and Natura);

» Forest management, annual production unit,
IBAMAs inspection procedures;

e Transport procedures of timber and forest
products;

o Export of engineered wood flooring;

¢ FSC and CoC certifications;

e Lacey Act and EUTR requirements for export;

o |nstitutional challenges in promoting forest
management of natural forests.

e Visit to wood flooring factory.

e Overview about ABMICI and its membership;

e Environmental e legal requirements;

e Export of wood products;

¢ Export market include South Africa, New
Zealand, China and Japan (JAS);

e Wood products e.g. plywood, film faced
plywood, doors, mouldings, others;

o Forest certification; wood products quality
control (PNQM); Europe BM Trada CE+2;
Lacey Act, EUTR

e Challenges of hardwood business;

¢ Planted forests responsible for 90% of the
timber in Brazilian market;

o lllegal timber harvesting timber;

e Export procedures, use of parameterization;
four verification channels: i) green, ii) yellow,
i) red and iv) grey;
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Aline
Bernardes —
Executive
Director;
Fernanda
Pereira -
Analist;

Claudia de
Mello —
COMEX
Coordinator
Marcos Bauch,
Environmental
Analist

Ricardo
Russo, Forest
Program
Coordinator

Rafael
Manson.
President;
Gleisson
Tagliari, Vice
president;
Mauren
Lazzaretti,
Attorney

FSC Brazil

IBAMA —
Brazilian
Institute of
Environment
and
Renewable
Natural
Resources

WWF Brazil

CIPEM —
Center for
Timber
Producers
and
Exporters of
Mato Grosso
State

e Timber used in the Rio Olympics 2016.

¢ Overview of FSC certification;

¢ Collaborations with WWF, FOE amazon and
EALQ to combat illegal logging;

o Certification of non-timber products;

e Resource management in indigenous and
traditional community areas;

¢ FCS in the Rio Olympics 2016;

¢ Responsible Timber Exchange site developed
by BVRIo Institute;

e CERFLOR / INMETRO (PEFC) certification;

e Timber and forest products control by IBAMA,
SINAFLOR;

e Forest certification trends.

¢ CITES licensing system;

¢ Online permit system;

¢ Online single document for customs control
and integration of CITES permit;

¢ SINAFLOR’s control of timber supply chain
from sustainable forest management,
concession, and land use change and
plantation of native species;

¢ Other countries interested in SINAFLOR
(Surinam, Guatemala and Costa Rica);DOF
system, control of timber supply chain;

e Import / export procedures;

e Custom control, SISCOMEX.

e Overview of WWF’s forest program;

o WWF work on protocols of timber legality;

¢ Brazilian supply chain study, focusing on
legality and value chain;

e There legal risk in exporting timber is smaller
than selling in domestic market;

¢ Land tenure related issues;

e Legality risks in forest concession, forest
plantations, forest management in private
forest land;

e Timber and wood products control
procedures, SINAFLOR, DOF, CAR, others;

e WWF's works in collaboration with CIPEM
(Mato Grosso state) and UNIFLORESTA
(Paré state).

e Overview of CIPEM’s work and its
membership;

e Forest sector in Mato Grosso state;

e System of timber and wood products control,
transport - SISFLORA;

e Sustainable forest management in Mato
Grosso, SFMP, POA;

e Timber legality process, reporting and
verification;
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SEMA/MT —
State

André Luis Secretariat

Baby, for the
Secretary of Environment
SEMA of the State

of Mato

Grosso

¢ Legal requirements : CAR, Environmental
Licenses, harvesting authorization, CC-
SEMA, industrial license;

e Required documents for forest activities:
Timber Harvesting Permits (AUTEX), Sawmill
operation licenses and timber transport
authorization (DOF or GF’s);

e Forest certification / Lacey Act.

e Export of wood products - International
market (EU, US and China).

e Overview of the forest sector of Mato Grosso
state

e Mato Grosso State Policy in reducing illegal
logging;

e Importance of Private-Public Partnership
Program;

o New forest control system integrating GF1
and GF3 online by the end of 2018;

e State government has no jurisdiction in
indigenous territory, only federal (FUNAI and
IBAMA);

e State verification system has 2 layers:
Monitoring by satellite system and document
checking (SFM POA);

e SEMA"s monitoring stages: prior to logging;
accompanying SFMP execution; and after
logging;

e Mato Grosso state transparency portal;

e Mato Grosso and Para have well-established
forest control;

e The new version of SISFLORA is being
developed and established by the state.
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ANNEX

Collected Documents (samples)

e Environmental Rural Registry (CAR)

The Environmental Rural Registry (CAR) is a national electronic public registry system,
mandatory for all rural properties in the country. The document shows information on land
owner, number of registry and type of properties, and land title. This document is issued

online by the Brazilian Forest Service.

Figure 21 — Environmental Rural Registry (CAR) sample document
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e Forest Harvesting Authorization (AUTEF)

The Forest Harvesting Authorization (AUTEF) is the document issued by the State
Secretariat of Environment and Sustainability of Pard (SEMAS/PA), which authorizes the
beginning of the operation of the Annual Production Unit - UPA, of the year to which it
refers, and specifies the maximum volume per species and total volume allowed for
logging, with the harvest authorization validity. AUTEF is used in the Para state, and the
remaining states use the document called Harvesting Authorization (AUTEX).

Figure 22 — Forest Harvesting Authorization — AUTEF sample document
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e Forest Harvesting Authorization (AUTEX)

The Harvesting Authorization (AUTEX) is a document issue_d b_y t_he competent aythorlty
(SEMA) that authorizes the logging foreseen in the POA, dlscrlmlnatmg the_spemes and
their respective volumes to be logged. It also shows harvest authorization validity. AUTEX
is valid for all states, except Para state that uses AUTEF, as mentioned above.

Figure 23 — Forest Harvesting Authorization (AUTEX) sample document
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e Forest Origin Document (DOF)

The Forest Origin Document (DOF) is used for transportation of wood and wood products,
in all states, except in the states of Para and Mato Grosso that uses another document
called Forest Guide (Guia Florestal - GF). DOF contains information, such as name of the
company, address, route, authorization number, products and volume.

Figure 24 — Forest Origin Document (DOF) sample document
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e CITES Permit

CITES Permit contains information of the exporter and importer, purpose of transaction,
authorized permit types (import, export, re-export, or other), transportation data, location
of timber species, purpose of transaction, scientific and common name of timber species,
volume, products (quantity), country of origin, country data on re-export, validity date. The
permit or certificate is only valid for one shipment and is issued by IBAMA.

Figure 25 — CITES Permit sample document
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o Forest Guide 3 (GF3)

The document Forest Guide 3 (GF3) is issued by SEMA in the States of Par4 and Mato
Grosso. It contains information such as basic information of the seller and buyer, scientific
and common name of timber species, product, volume, price, and transport route. GF3 is
issued to control processed wood products transportation.

Figure 26 — Forest Guide 3 (GF3) sample document
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e Forest Guide 1 (GF1)

This document is the Forest Guide 1 (GF1) issued by SEMA in the States of Pard and
Mato Grosso. Forest Guide (GF1) carries information such as basic information of the
seller and buyer, scientific and common name of timber species, origin (SFMP number),
product, volume, price and transport route. This document is issued for log transportation.

Figure 27 — Forest Guide 1 (GF1) sample document
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e Operation License

The Operation License is required for timber industry. It presents information such as
number of the process, location, company name and address, activity licensed for, main
activity, validity date. This document is issued by SEMA in each State.

Figure 28 — Operation License sample document
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(V)

A SECRETARIA DE ESTADO DO MEIO AMBIENTE-SEMA. no uso dé suas alrbuicdes que ihe 3o confordas
pela Lei Complementar n® 38 de 21 de Novembro de 1.995 e akterada pela Lei Complementar n® 232 de 21 de
Dezembro de 2005, que dispde sobre o Codigo Amblental de Malo Grosso, concede a prosente ficanga.

DENOMINACAO DA PROPRIEDADE OU EMPREENDIMENTO

*&MM&;.M.MQ“MO‘“

ATIVIDADE LICENCIADA:
Serrarias com desdob . benofk © Fadnicagdo de madeia laminads & de chapas de madeira componsada,
F— prensads ou aglomenda - RENOVAGAO
E LOCALIZAGAO: MUNICIPIO:
S~ CEP:
<L 78.320-000
E NOME / RAZAO SOCIAL DO INTERESSADO
LU
m CNPJCPF: 12.475.0520001.01 INSC. ESTADUAL: 013.399.323-0
ATIVIDADE PRINCIPAL:
Serravias com descobramento de madeira
RESTRICOES:
As e neste p do e ou na legisiagdo em vigor. £ obngatdna o
denydo oo o o 1O JOCH 0 Slndaco ¢ e OO @ BCONCE emaids, bem como &
comprovagdo oo 10 das ) o solicnapdes existontes. caso haje. Sabantamos Que 8
Licenga Ambiental ndo cispensa o nem subshitw Alvard ou Certiddo de QUaluer nalureza exipda pela
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e Phytosanitary Certificate of Origin

The Phytosanitary Certificate presents information such as product origin, company
information, production data, phytosanitary treatment and credentials of the technician
responsible for issuing the certificate. This document is issued by SEMA in all States of
Brazil.

Figure 29 — Phytosanitary Certificate of Origin sample document

ORGAO ESTADUAL DE DEFESA SANITARIA VEGETAL

CERTIFICADO FITOSSANITARIO DE ORIGEM - CFO N (Numeracdo alfa-numérica, seqiiencial ¢/ sigla da UF, ano ¢/ 2 digitos)
Origem do produto

Razdo social/ Enderego | Municipio UF CNP1/CPF Livro de Registro numérico do
Nome do produtor acompanhamento n° | estabelecimento rural

Categoria do estabelecimento produtor

Viveirista — | Produtor — Unidade agroextrativist{ ] |Campo de material de multiplicagdo ou propagaci ]

Dados da cultura

UR Variedade | Cultura Quilogramas | Unidades Estogue estimado Data da Destino
colheita

Tratamento fitossanitario
UR Pragas Nome Agrotoxico Ingrediente Dosagem Periodo de Laudo
cientifico ative caréncia laboratorial

Declaragdo adicional

Este certificado é valido por ____ dias e serd nulo se rasurado. A responsabilidade do emitente é limitada ao periodo estabelecido e a
producdo da drea acima identificada.

Dados do responsavel técnico

Nome do RT [No da credencial [n® do CREA

Data |
Assinatura |
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