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B. AMENDMENT CONTROL
Summary of Changes::
- Issuance of Revision No. 5 of the Procedure for Risk Assessment and Implementation of the Due Diligence System (DDS).
- Reason for revision: Supplementation and adjustment of contents in this document.
- Updated and revised contents:
[bookmark: _Hlk198125722]+ The management structure has been revised from a three-tier model (Company – Plantation – Team) to a two-tier model (Company – Production Team).
+ The Quality Management Department has been merged into the Marketing and Business Department, in accordance with Decision No. 1638 dated 27 November 2024 of the Members’ Council of Loc Ninh Rubber One Member Limited Liability Company.
+ he Investment Planning Department has been renamed as the Investment and Construction Management Department, in accordance with Decision No. 837 dated 15 May 2025 of the Members’ Council of Loc Ninh Rubber One Member Limited Liability Company.
[bookmark: _Hlk209009941]+ he Military Inspection and Security Department has been renamed as the Legal, Inspection and Security Department, in accordance with Decision No. 836 dated 15 May 2025 of the Members’ Council of Loc Ninh Rubber One Member Limited Liability Company.
+ Decision No. 749 dated 8 May 2025 of the Members’ Council of Loc Ninh Rubber One Member Limited Liability Company on the establishment of the Loc Hiep Rubber Processing Factory under Loc Ninh Rubber One Member Limited Liability Company.
C. CONTENT
1. Purpose: 
Loc Ninh Rubber One Member Limited Liability Company implements the Due Diligence System (DDS) in compliance with the requirements of PEFC ST 2002:2020 and PEFC ST 2002-1:2024. The Company conducts raw material supply area risk assessment in accordance with Clause 7 and Appendix 1 of PEFC ST 2002:2020, in combination with Clause 6 and Table 3 of PEFC ST 2002-1:2024.
2. Scope of Application:
This procedure applies to the assessment of risks related to the origin of input latex raw materials and the risk of material mixing within the Company’s supply chain, in order to ensure that the Company’s Due Diligence System fully complies with PEFC requirements.
Relevant departments and units include:
· Company CoC Team,
· Rubber Processing Factory CoC Team,
· Production Team CoC Teams, and
- DDS Implementation Team.
3. Reference Documents:
PEFC ST 2002:2020 (Clause 7 and Appendix 1);
PEFC ST 2002-1:2024 (Clause 6 and Table 3);
PEFC Chain of Custody (CoC) System Implementation Manual;
Applicable Vietnamese legal documents and regulations currently in force.
4. Responsibilities:
Green Growth and Sustainable Development Steering Committee: Approval and issuance of the procedure.
Company CoC & EUDR Team and Rubber Processing Factory CoC Team: Review during amendments and control during implementation.
Rubber Processing Factory CoC Team, Production Team CoC Teams, and DDS Implementation Team: Implementation of the procedure.
5. Procedure:
The Company establishes and implements a Due Diligence Program at least once per year for all Production Teams under the Company’s management, including both VFCS/PEFC-certified Production Teams and non-certified Production Teams, in order to establish a “DDS Assessment Team List” (hereinafter referred to as the Assessment Team) for the implementation of the Due Diligence System.
The Assessment Team shall consist, at a minimum, of:
· Members with skills and experience in due diligence activities, trained in accordance with PEFC ST 2002:2020 and PEFC ST 2002-1:2024;
· Members with forestry-related technical expertise holding forestry qualifications, with adequate knowledge of and updates on applicable forestry legislation;
· Members with skills and experience in purchasing and selling wood raw materials and with thorough knowledge of the raw material supply areas.
The implementation steps of this procedure are developed based on Appendix 1 of PEFC ST 2002:2020 and PEFC ST 2002-1:2024.
· The PEFC Due Diligence System is implemented through the following steps:
· Information collection
· Risk assessment
· Management of sources with significant risk
· Risk mitigation (if applicable)
Step 1: Information Collection: 
The DDS Implementation Team prepares a “List of Production Teams” including the following information:
a) Identification of tree species by commercial name and scientific name;
b) Name of the country and supply region where raw materials are harvested.
Information provided by the Production Teams shall include both VFCS/PEFC-certified Production Teams and Production Teams included under PEFC Controlled Sources (PEFC CS).
Step 2: Risk Assessment:
The Assessment Team conducts a risk assessment for the supplying Production Teams.
Production Teams holding VFCS/PEFC certification are considered as sources with negligible risk.
Risk classification and assessment are conducted based on Tables 1, 2, and 3 specified in Appendix 1 of the applicable PEFC standards.

Table 1: List of Indicators Assessed as “No Risk” or “Negligible Risk”

	Indicators:

	a) Raw materials are supplied with a PEFC-EUDR declaration by a supplier (Production Team or purchasing unit) holding a PEFC certificate, including a PEFC-EUDR Due Diligence System (DDS) within the scope of certification, and the PEFC-EUDR DDS has been implemented for the specific raw material source.

	b) Raw materials originate from a Producing Country where deforestation or forest degradation does not occur, and where the European Commission has classified the national risk level as low.

	c) Raw materials are supplied with a declaration of 100% PEFC-certified content, sourced from a PEFC Sustainable Forest Management (SFM) certificate holder in compliance with EUDR requirements.

	d) Raw materials are declared as having been certified for forest management or chain of custody by another forest certification system (not PEFC-endorsed) and have been verified by an accredited third-party certification body.

	e) Supply sources are verified by licensed, governmental, or non-governmental organizations, outside forest certification systems, with respect to activities related to controversial sources.

	f) Supply sources are accompanied by verifiable documentation that allows clear identification of the following:
· Availability of geographical coordinates of land plots and the date or period of production where the relevant product was produced;
· Verification that the relevant product does not originate from areas subject to deforestation and/or forest degradation after 31 December 2020;
· Country of harvest and/or local harvesting area where the Corruption Perceptions Index (CPI) of Transparency International (TI) is above 50, or the World Justice Project (WJP) Rule of Law Index is above 0.5;
· Trade name and product type, common name of the tree species, and scientific name (where applicable);
· Identification of all suppliers within the same supply chain;
· Area of origin of the supply source;
· Documents or contractual agreements demonstrating compliance with requirements related to activities defined as “controversial sources.”


	g) There are no substantiated concerns related to the raw material source concerning the Producing Country or parts thereof with respect to:
· Level of corruption;
· Falsification of documents or data;
· Tree species used in the relevant product being known for widespread occurrence of activities referred to in controversial sources under Clause 3.7 (a) or (b) of PEFC ST 2002, or activities non-compliant with EUDR in the country/region;
· Lack of:
· Law enforcement;
· Environmental protection;
· Forest-related regulations, including forest management and biodiversity conservation, directly related to harvesting, and/or low levels of forest management and law enforcement;
· Violations of:
· Land use rights;
· Third-party rights;
· Workers’ rights.


	h) The relevant products originate from a Producing Country where Indigenous Peoples are not present.
Where Indigenous Peoples are present in the Producing Country or parts thereof, the following conditions shall apply:
· Consultation and good-faith cooperation with Indigenous Peoples in the Producing Country or relevant regions;
· No substantiated and verifiable claims by Indigenous Peoples concerning the use or ownership of areas used for the production of the relevant commodities;
· Compliance with the principle of Free, Prior and Informed Consent (FPIC), including provisions set out in the United Nations Declaration on the Rights of Indigenous Peoples (UNDRIP).

	i) Activities ensure the sustainable maintenance of production capacity for multiple timber species and non-timber forest products, or harvesting levels do not exceed long-term sustainable yield rates..

	j) Based on publicly available data, genetically modified forest organisms or trees are not produced in the country/region and are not placed on the market.



Table 2: List of Indicators of “High Likelihood” at the Source Level

	Indicators:

	a) Activities non-compliant with applicable local, national, or international legislation relating to:
· Forest management;
· Nature and environmental protection;
· Protected and endangered species;
· Property rights and land use rights of Indigenous Peoples, local communities, or other stakeholders;
· Occupational health, labour, and safety;
· Corruption and the payment of royalties and taxes.
This includes, but is not limited to, the following situations:
· The Corruption Perceptions Index (CPI) of the country is below 50, or the World Justice Project (WJP) Rule of Law Index is below 0.5;
· The country/territory has weak forest governance or weak enforcement of forestry regulations;
· Tree species from which the raw materials/products originate are considered species associated with activities defined under “controversial sources”;
· The country is subject to sanctions imposed by the United Nations, the European Union, or national governments, restricting the export and/or import of forest and wood-based products;
· There is a risk of EUDR circumvention or a risk of mixing with relevant products of unknown origin.


	b) Activities related to the sustainability of production forests (timber and non-timber forest products) are not maintained, or harvesting levels exceed rates that can be sustainably maintained in the long term.
This includes cases where, based on publicly available data (e.g. FAO forest resource assessments), the annual industrial roundwood harvest exceeds the annual increment of growing stock in the country/region of origin.

	c) Forest management activities do not contribute to the maintenance, conservation, or enhancement of biodiversity at the landscape, ecosystem, species, or genetic levels.

	d) Ecologically important forest areas are not identified, protected, conserved, or are being neglected.
This includes situations where:
· The Environmental Performance Index (EPI) score for Biodiversity and Habitat of the country is below 50.
· Where no EPI score is available, other indicators may be used, such as controversial source factors (c) and (d) combined with reliable evidence of law enforcement, e.g. TI CPI > 50 or WJP Rule of Law Index > 0.5.

	e) Forest conversion activities occur, other than justified cases of conversion, and where such conversion:
· Is not compliant with applicable national and regional land-use and forest management policies and legislation;
· Has negative impacts on ecologically important forest areas, culturally and socially significant areas, or other protected areas;
· Results in the destruction of areas with significant high carbon stock;
· Does not contribute to long-term conservation, economic and/or social benefits.
This includes cases where:
· The country/region is identified as having lost more than 1% of forest area in the last ten years, based on publicly available data (e.g. FAO);
· In the country/region, the area converted from forest to plantations exceeds the net increase in forest area, based on publicly available information (e.g. FAO).

	f) Activities related to the ILO Declaration on Fundamental Principles and Rights at Work (1998) are not complied with.

	g) Activities related to the United Nations Declaration on the Rights of Indigenous Peoples (2007) are not complied with.

	h) Controversial wood sources.

	i) Genetically modified tree species.



Table 3: List of Indicators of “High Likelihood” at the Supply Chain Level

	Indicators:

	a) The countries/regions where the products have been traded are not identified.

	b) The tree species contained in the products are not identified.

	c) There is evidence of illegal activities committed by any company within the supply chain.

	d) There is a risk of EUDR circumvention or a risk of mixing with raw materials of unknown origin, materials from controversial sources, and/or non-compliant products.

	e) The complexity of the supply chain is such that it increases the risk of non-compliance.

	f) The processing stage of the raw materials, in particular where there are difficulties in linking the raw materials to the land plots where they were produced.



Step 3: Risk Management:
The Assessment Team compiles and reviews relevant legal and regulatory documents and prepares a “List of Applicable Legislation” as the basis for the risk assessment.
The DDS Implementation Team issues “Consultation Letters” to relevant stakeholders, including non-governmental organizations (NGOs) and domestic and international agencies and organizations operating in the fields of social affairs, environmental protection, conservation, and other related areas, for the purpose of stakeholder consultation.
The Assessment Team prepares “Consultation Forms” to record information obtained during interviews and consultations with relevant stakeholders.
Based on the results of verification activities and stakeholder consultations, the Assessment Team:
· Determines whether the source presents a significant risk;
· Conducts field inspections at any time, where necessary; and
· Proposes corrective and preventive measures.
The Assessment Team records the outcomes of the verification and consultation process in the “Stakeholder Consultation List and Results”.
Upon completion of the due diligence assessment, the Assessment Team prepares an evaluation report and conclusions in the form of a “Risk Assessment Report.”
All documentation and conclusions obtained during the raw material supply area risk assessment are compiled and retained.
For all requirements of PEFC ST 2002:2020 identified during the Company’s assessment as presenting significant risk, negligible risk, or detected risks, the Company establishes and implements control measures to mitigate identified risks.
The Company’s control measures for the Due Diligence System are developed in accordance with:
· PEFC ST 2002:2020, including Tables 1, 2, and 3;
· Applicable Vietnamese legislation currently in force; and
· The Raw Material Policy of Loc Ninh Rubber One Member Limited Liability Company.
Step 4: Reporting and Completion of the Due Diligence Program:
The Assessment Team consolidates and discloses all documents of the Due Diligence System file through the Company’s information channels and provides them to the certification body during certification assessments.
For Production Teams identified as non-compliant with the assessment requirements, the Assessment Team recommends the implementation of corrective actions in accordance with the Internal Audit and Due Diligence System Review Procedure, in order to ensure compliance with PEFC requirements.
In cases where supplying Production Teams fail to meet corrective action requirements, such Production Teams shall be removed from the List of Production Teams and excluded from the Company’s Due Diligence System.
The control measures established by the Company during the due diligence assessment shall remain applicable until the next assessment cycle or until a justified need for modification arises.
Loc Ninh Rubber One Member Limited Liability Company may use raw materials as PEFC Controlled Sources or sell them with a PEFC Controlled Source declaration, provided that appropriate control measures have been applied to raw materials sourced from supply areas included in the Due Diligence System.
6. Record Retention
The Company CoC Team retains records related to risk assessment activities and the Due Diligence Program, including all forms specified in this procedure and records collected during the risk assessment and DDS implementation.
The minimum record retention period is five (05) years.
The Due Diligence System records include, but are not limited to:
· Procedure for Risk Assessment and Implementation of the Due Diligence System (DDS)
· List of Raw Material Suppliers (Production Teams) – Form BM01
· DDS Assessment Team List – Form BM02
· Consultation Letters – Form BM03
· Consultation Forms – Form BM04
· Stakeholder Consultation List and Results – Form BM05
· List of Applicable Legislation – Form BM06
· Risk Assessment Report – Form BM07
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