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INTRODUCTION

The Peruvian Amazon, home to more than fifty different Indigenous
peoples’ and source of invaluable ecosystem and climate services for the

planet, is under threat.

On average 138,728 hectares’ of its forests are destroyed
each year, equivalent to more than 166,473 soccer fields,’
reaching a record high of 203,272 hectares cleared in
2020." Between 2001 and 2021 a massive 2,774,563
hectares of Peru’s forests were felled,’ an area roughly
the size of Haiti.’

Although the Peruvian government points to small-scale
agriculture as the main driver of this clearance,’
deforestation for industrial-scale agribusiness,
particularly palm oil and cocoa, is a growing problem.
This investigation focuses on the impacts on forests
from the operations of ten companies that either
intended to or produced those commodities in the most
densely forested regions of the Peruvian Amazon: Loreto
and Ucayali.’ These include Cacao del Peru Norte,
Plantaciones de Loreto, Plantaciones de Marin,
Plantaciones del Peru Este, Plantaciones de Loreto Este,
Plantaciones de Inahuaya, Plantaciones de Lima, Cacao
de la Amazonia, Plantaciones de Ucayali and
Plantaciones de Pucallpa (some have since been
superseded by other companies).

The report shows how seven of those firms purchased
land that official data claims saw over 13,000 hectares of
deforestation. It exposes how in six cases the acquired
properties resulted from illegal land titling procedures;
how in three, deforestation was either carried out
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UPDATE

Any potential illegalities described in this report are
based on the forest law in force in Peru prior to
January 11th 2024. That day Peru’s Congress
published a new law legalizing the unlawful
deforestation by some of the companies named in
this exposé, just as it was to be released. The law -
which legal analysts claim was rushed through
Congress un-procedurally — forgives historic illegal
deforestation committed on rural properties or areas
cleared for agriculture. It thus prevents Peruvian
commodity firms from being held accountable for
past unlawful forest clearance. It also circumvents
part of a new EU law — the European Union
Deforestation Regulation (EUDR) — that prohibits
entry into its market of commodities resulting from
illegal deforestation. The Peru law was supported
by trade federations that cited the EUDR as a
justification for approving it, given the risks it posed
for Peru’s EU commodity exports. Peruvian civil
society organizations, including Indigenous Peoples
and NGOs, protested against the law, which is
being challenged in the courts for violating the
constitution.



https://busquedas.elperuano.pe/dispositivo/NL/2251964-1
https://www.actualidadambiental.pe/presidente-del-congreso-firma-autografa-que-modifica-la-ley-forestal-sin-seguir-los-procedimientos-correspondientes/
https://wb2server.congreso.gob.pe/spley-portal/#/expediente/2021/649
https://www.idl.org.pe/carta-a-los-estados-unidos-sobre-riesgos-de-deforestacion-en-amazonia-por-norma-aprobada-por-el-congreso/

without permission or where fines went unpaid; and
how in two cases, the violation of the rights of
indigenous peoples and local communities occurred.

The investigation exposes serious governance failures
by the Peruvian state in these instances. They include
problematic land titling and acquisition processes that
put forests at risk, inspection failures of the companies’
operations, contradicting arguments between state
departments on the legality of the firms” activities and
inconsistencies in official documents of the location of
the companies’ lands, leading to legal confusion and
social conflict. These chaotic failures allowed
opportunistic businesses to buy vast tracts of the
Amazon, and for some, to clear them illegally and
without accountability. Many of them are linked’ to a
controversial commercial enterprise the media often
referred to as the "Melka Group’, which EIA first
exposed in its 2015 report, “Deforestation by definition”.”

The investigation also shows how these industries
attract small-scale agriculture to the areas where they
operate, increasing pressures on forests and on the
regional governments that govern them." EIA found
that between 2012 and 2018, nearly 100 percent of all
deforestation in Loreto and Ucayali did not have legal
permits, according to official data obtained through
freedom of information requests.

The report takes a deep dive into the role of irregular land
titling processes that lead to deforestation, showing
how an antiquated and contradictory regulatory regime
allows intact rainforests to be classified as "best used”
for crops or pasture based on simple soil studies, often
paid for by agribusiness companies that want to clear
and use the land. It shows how these studies are also
routinely ignored, or done poorly, with negative
consequences for the forests. The investigation also
looks at how new laws, either recently approved or
proposed, may exacerbate these problems by providing
amnesty for companies that repeatedly committed
illegalities, changing land titling procedures at the
expense of forests and enabling agribusiness operations
in areas of Indigenous people in voluntary isolation.

Some of the palm oil from these companies is entering
the supply chains of multinationals like Kelloggs, Nestle
and Colgate and of Vandemoortele in Belgium and Lipsa
in Spain that produce goods for the EU market, just as it
brings into force a new law — the European Union
Deforestation Regulation (EUDR). This law prohibits EU
imports of commodities from any illegal deforestation,
as well as those from legal deforestation post-December
2020.

Yet Peru’s Congress just approved law 31973 legalizing
unlawful deforestation by some of the companies
described in this report, with trade federations citing
the EUDR as a justification for it. Thus, trading tainted
commodities to European and Peruvian consumers can
continue, setting a dangerous precedent, risking further
illegal forest destruction.

Figure 1
Fundo Tamshiyacu, deforested in 2013.

As the European Union collaborates with tropical
forested countries to enforce its law prohibiting
deforestation-linked and illegally produced
commodity imports, and as the US considers its
equivalent, Peru’s problematic forest governance tied
to its cocoa and palm oil exports will face greater
scrutiny. EIA recommends the following measures be
taken by the Peruvian Government, with support
from the private sector and the international
community, to prevent further deforestation and
human rights violations:

e Prosecute and adequately penalize illegal and
corrupt behavior of private actors and public officials.

e Congress and the Ministry of Agriculture must stop
proposing laws that would drastically weaken
Peru’s forest governance and irreversibly harm the
human rights of Indigenous peoples in voluntary
isolation and initial contact (PIACI).

Establish and implement legal, legitimate and
transparent titling and land management processes.

Amend the legal and regulatory frameworks to
align titling and land use legislation with Peru’s
forestry and climate change legislation.

Make cadastral data transparent and publicly
accessible and establish effective coordination
between the relevant state institutions at the
regional and national level.

Stop market incentives for illegality and corruption
by cleaning up national and international supply
chains and prohibit the trade of unlawfully
produced agricultural products.

Repeal Law No 31973, ensuring small scale
agricultural producers are not negatively affected
by the EUDR while holding large commodity
producers to account for committing past
illegalities.”

Environmental Investigation Agency


https://filecache.mediaroom.com/mr5mr_kelloggs_esg/181633/KelloggCompany_PalmOilMillList_2021.pdf
https://www.nestle.com/sites/default/files/2019-08/supply-chain-disclosure-palm-oil.pdf
https://www.colgatepalmolive.com/content/dam/cp-sites/corporate/corporate/en_us/corp/locale-assets/pdf/colgate-palmolive-company-H2-2022-mill-list-suppliers.pdf
https://vandemoortele.com/sites/default/files/2022-02/Traceability dashboard - VANDEMOORTELE mill list - 2021 S1 version web.pdf
https://www.lipsa.es/uploads/2022/03/Lipidos-mill-Database-2021.pdf
https://busquedas.elperuano.pe/dispositivo/NL/2251964-1
https://wb2server.congreso.gob.pe/spley-portal/#/expediente/2021/649

KEY FINDINGS

EIA’s new investigation outlines six categories of
findings involving ten companies involved in
commodities that drive deforestation in Peru. It begins
with state land titling failures that put forests at risk and
that permit unscrupulous firms to dubiously acquire
extensive tracts of the Amazon. It follows this by
revealing the chaotic role a variety of Peru's state
agencies play in governing its forests and the companies
that operate in them, unearthing evidence of illegal
deforestation that breached laws in force at the time, as
well as violations of the rights of local communities.
(See the Annex for our research methodology)

1.1 Titling processes in violation of
the law

Land titling in Peru is a crucial process affecting its
forests. By law, before land can be titled to someone who
wants it for agriculture, they must prove they peacefully
occupied and used it and then carry out soil studies to
show it is suitable for farming. If these studies, which
determine an area’s “Best Land Use Capacity” (BLUC),
categorize the land as apt for agriculture and livestock,
titling can proceed. However, if it is classified for
“forestry” or “under protection’, it becomes a natural
heritage site under Peruvian law and any agricultural or
livestock activity becomes illegal. EIA found six privately
owned companies intent on planting crops in the
Amazon regions of Loreto and Ucayali bought 571 plots
of land with little proof the original titled owners
peacefully occupied and used it and where soil studies
were not produced. The firms include Cacao del Peru
Norte (today known as Tamshi), Plantaciones de Loreto,
Plantaciones de Inahuaya, Plantaciones de Lima, Cacao
de la Amazonia and Plantaciones de Pucallpa
(superseded by Ocho Sur P). Over 7,600 hectares of
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forests were subsequently cleared by these companies,
which may have been conserved had the original titling
claims been assessed properly and the soil studies done.
Worse, EIA discovered the titling was done in an office
on paper, without being corroborated on the ground.

EIA also found these problems are systemic across
Ucayali just as legal land use changes began promoting
forest conservation in the process of land titling. In 2015,
the use and protection of forests, as opposed to only land
for agricultural use, was included as an option in land
titling processes begun by would-be property owners,
offering a lifeline for conserving them. Freedom of
information requests filed by EIA show that between
2015 and 2018, 6,140 land titles were granted in Ucayali,
yet in only 711 cases were soil studies claimed to have
been done, comprising a mere 11.5% of the total.”

There are over 13 million hectares of forest the state has
not yet assigned a right to use that could face these
problematic land titling procedures.” Without proper
titling assessments and soil studies, deforestation in
properties acquired by companies or by farmers across
Peru could continue even if those forests should have
been protected by law.

1.2 Inconsistencies between the
location of plots on paper vs. the field

EIA can also reveal that chaotic land titling processes in
Loreto and Ucayali have led to errors in official data sets
on the location of properties owned by companies that
pose threats to forests and communities. In Loreto, EIA
found the actual location of properties purchased by
Cacao del Peru Norte and Plantaciones de Loreto do not



correspond to their location in official documents.
Depending on which official data set is chosen, EIA
found the same properties were located in three or four
different parts of the country, with some of them
hundreds of kilometers away from what evidence
suggests is their actual location.

Additionally, in the Nueva Requena district of the region
of Ucayali, official documents show plots of land owned
by Plantaciones de Pucallpa (now owned by Ocho Sur P
SAQC), overlapped land claimed by members of a local
community called Santa Clara de Uchunya to be part of
their ancestral territory. This confusion was followed by
the firm clearing forests in 2012, resulting in an official
complaint by the community. To further compound
matters, official documents claim the community area
overlaps that of another in the district of Nueva Requena,
which EIA verified is actually located 20 km away in the
district of Yarinacocha. These failures exemplify the
chaos of the Peruvian state’s land and forest governance,
adding to legal confusions, environmental repercussions
and social conflicts.

1.3 Lack of transparency violates
civil rights

EIA also found how regional authorities obstruct local
communities and small land holders from their legal
right to access information about their land while
pressuring them to sell it.

The investigation reveals two case studies showing how
Peru’s land titling process privileged large, well-funded
companies - Cacao del Peru Norte (now known as
Tamshi) and Plantaciones de Pucallpa (replaced by Ocho
Sur P) both of which have a history of lawbreaking - at
the expense of the rights of Indigenous peoples and local
communities, whose land titling efforts, by comparison,
can take decades.

1.4 Questionable acquisition
processes

EIA unearthed instances of dubious land acquisitions by
companies intent on planting commercial crops. In one
case, prices paid to farmers for land by the firms Cacao
del Peru Norte and Plantaciones de Loreto were found to
be ten times lower than the value of similar properties in
the area, according to a Government assessment ETA
accessed. Once villagers understood the real value of
their land, they felt cheated and refused to sell any more.
(See the Panguana II case study below). In another
example investigated by EIA, the company Plantaciones
de Ucayali (since substituted by Ocho Sur U) bought

plots of land grouped into the Zanja Seca Estate from

the government in a process fraught with irregularities,
even though the land was close to being granted to small
farmers. The problems included departments of regional
governments acting beyond their mandate to enable the
sale of the properties and failures to secure a legally

required technical opinion by the Superintendencia
Nacional de Bienes Estatales (Peru’s State Property Office
- SBN) on the properties’ sale price.

It raises questions about how similar negotiation
processes may be carried out in the future between small
scale landowners, the government and wealthier
individuals or companies, and what implications this has
for Peru’s forests.

1.5 Deforestation without
permission and sanctions ignored

EIA can further reveal the companies Cacao del Peru
Norte (today Tamshi), Plantaciones de Ucayali and
Plantaciones de Pucallpa (both superseded by Ocho Sur P
and U) illegally cleared at least 13,000 hectares of forests
in land they bought in Ucayali and Loreto, based on
forest law in force at the time. The failures included not
having the legally required soil studies, authorizations
for land use change or other environmental permits.

The firms also violated the law by not conserving at
least 30% of forests in these lands. Fines imposed by the
Ministry of Agriculture Development and Irrigation
(hereafter Ministry of Agriculture) and by the Regional
Forest and Wildlife Authority of Ucayali were appealed or
simply ignored by the companies, and in some instances,
not paid either way.”” Worse, efforts were made to
legalize these crimes by obtaining some of the permits
after the deforestation, but this failed to secure a crucial
one known as an environmental certificate, yet
operations continued.”

1.6 Violation of Indigenous peoples’
rights

In the district of Nueva Requena in Ucayali, the company
Plantaciones de Pucallpa cleared more than 5000
hectares of forest. Some of this area is claimed by a local
community called Santa Clara de Uchunya to be part of
their ancestral territory. EIA found the firm did this
clearing with no legal authorization and without the
prior consent of the community. The company Ocho Sur
P, that took over ownership of Plantaciones de Pucallpa’s
land, has since been involved in various controversies
with community members, who have also suffered
infighting.”

After his visit to Peru in January 2020, Michel Forst, the
United Nations Special Rapporteur on the situation of
Human Rights Defenders, noted this case was not an
isolated one, but is emblematic of wider problems across
the country about how local communities’ rights are
breached and how mechanisms of redress in country are
not being accessed by them.”

Without major reforms addressing all the problems listed
above, Peru’s forests remain open to opportunistic
companies intent on profiting from clearing them, rather
than conserving them.

Environmental Investigation Agency



CASE STUDIES

Context of commodity production

While the volume of palm oil production in Peru is still
comparatively small on a global scale.” the government
has declared the crop to be of "national interest'” and
related production and deforestation have increased.

The last up-to-date official figures claimed palm oil
production was 1,216,150 tons for 2021.”* Although Peru
is currently not among the main palm oil exporting
countries in the region,” it aspires to become one.”

The investigative journalist outlet Ojo Publico reported
that from 2013 to mid-2020, exports increased by 94%,”
further increasing by 27,500 tons in the first quarter of
2021 and to 31,200 tons over the same period in 2022.”
According to Peru's Ministry of Agriculture, there were
108,000 hectares of land covered by palm oil crops as of
2021, a large percentage of which are in the hands of a
few commercial groups.” The largest are reportedly
Grupo Palmas, part of Grupo Romero, and Grupo Ocho
Sur, the latter with historic ties to a controversial set of

» 29

companies commonly referred to as the “Melka Group”.

This report analyzes the land acquisition activities of
companies with links to this group, which derived its
name from its main character at the beginning of their
operations in Peru, Czech-American citizen Dennis
Melka.” EIA has documented that, through dozens of
obscurely interconnected small companies, all with ties
to the “Melka Group,” the latter continued to request and
acquire plots in the Amazon regions of Loreto and
Ucayali, adding up to approximately 52,000 hectares of
land, the majority covered with forests.”
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This occurred despite companies with ties to this group
having been accused of illegal deforestation™ as part of
large-scale palm oil and cocoa agribusiness projects.”
The group has also been publicly questioned on the
methods it used to acquire land, which, according to
local sources, included threats and attacks on
communities who opposed their activities.”

This report explains in detail the mechanisms through
which companies with ties to the "Melka Group” have
been requesting, acquiring and accumulating land, and
in some cases, illegally clearing forests. It also describes
how these abuses threaten surrounding protected areas
and violate the rights of local and Indigenous
communities.

The journalist outlet Ojo-Publico reported that no major
companies in the palm oil sector in Peru can guarantee
their supply chains are sustainable.” In fact, companies
declared as much to the Roundtable on Sustainable Palm
0il (RSPO)” — a not-for-profit composed of industry and
civil society that set out standards for sustainable palm
oil production. Some Peruvian companies openly stated
to the RSPO they would not be able to guarantee their
products were compliant with the standard until 2025,
with others aiming for 2030.* That such a problem can
carry on without accountability is exemplified by the
operations of commodity companies bent on clearing
forests in Peru’s Amazon that EIA has looked into over a
multi-year long investigation.



LOCATION OF PROPERTIES COMPANIES INVOLVED

* Inahuaya Plantaciones de Inahuaya

Plot A - Indiana/Fernando Lores | Plantaciones de Marin

* Plot 2 — Indiana Plantaciones de Loreto Este
Plot 1 — Maniti River Plantaciones del Peru Este

* Tibecocha — Nueva Requena Plantaciones de Pucallpa
(superseded by Ocho Sur P)

* Zanja Seca — Nueva Requena Plantaciones de Ucayali
(superseded by Ocho Sur U)

* Pampa Hermosa Plantaciones de Lima and Cacao
de la Amazonia

* Panguana Cacao del Peru Norte (today Tamshi)
and Plantaciones de Loreto

* Tamshiyacu Cacao del Peru Norte
(today Tamshi)

LEGEND

Main cities
Rivers

Departmental boundary

LOCATION OF STUDY AREAS:
LORETO AND UCAYALI REGIONS

Source: Data Infrastructure of Peru (IDEP). Elaboration: EIA

Map1l
Location of the areas EIA investigated.
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Figure 2

Deforested area in the Fundo Tamshiyacu with evidence of sawn wood

CASE No 1:
The company, the commodity and
the alleged crimes

Tamshiyacu is a small rural village located over one

hour away by boat from Iquitos, the capital of the densely

forested region of Loreto. In 1997, a department of the
regional government of Loreto (DRAL) and the State
Land Titling Project (PETT) had titled 2,985 ha in favor of
local settlers grouped together into the “Los Bufaleros”
Association.” EIA analysis of satellite imagery estimates
the forests there remained almost intact up to 2013.%
The company Cacao del Peru Norte (now known as
Tamshi) then bought 60 plots of land from the farmers,
covering almost 2700 hectares.” Only a few months

into 2013, after the majority of farmers sold their plots,
the firm had deforested 1504 ha.” In mid-2013, local
residents saw the rapid clearance of forests near their
village, done by the company, and contacted EIA and
other non-governmental organizations to try and

stop it.”

The firm and the regional government reacted to their
concerns with promises of economic development and
wellbeing. By April 2014, the deforestation had increased
to almost 2,000 ha.” Years later, a visit by EIA to the area
saw that none of those promises had materialized.”
Some community members instead claimed they were
deprived® of their land,” amid a plethora of other
complaints against the project’s alleged violations of
environmental law.”

EIA also found the deforestation lacked permits from

either the Ministry of Agriculture or the regional
government, corroborated in situ by our investigators

CARVING UP THE AMAZON

Source: Luis Iparraguirre

Figure 3
Former President Ollanta Humala, at a speech given in
Tamshiyacu where he supported Cacao del Peru Norte (2015)

and other NGOs in 2013, and later reported on by the
regional press.”

An environmental prosecutor tried to inspect the area in
September 2013 but was unlawfully barred access to it
by a head of operations and two workers from the
company.” When he and other officials returned later,”
they found, among other issues, piles of sawn wood from
illegally felled trees. They also found the company had
no permission to transform, move, collect or store timber
products and had illegally used chainsaws.” As a result,
the prosecutor opened a preliminary investigation into
the case.”

In December 2014, a department of the Ministry of
Agriculture ordered the company to stop its operations
until a legally required land classification study (BLUC)



Map 2
Sentinel 2 satellite image showing deforestation in the Tamshiyacu plantation, 2016

Source: Dizirlo La Raglon

Figure 4
Prosecutor and Police trying to access Fundo Tamshiyacu to verify deforestation

Environmental Investigation Agency



BOX 1.
BEST LAND USE CAPACITY

The Land Classification According to Best Land Use Capacity (BLUC) Regulations, approved by Supreme Decree
No. 017-2009-AG, in force at the time the companies began their operations — since replaced by Supreme Decree
No 005-2022-MIDAGRI in April 2022 — established a classification system that included groups, classes and
subclasses of land based on a combination of attributes. These included climate (life zones), topography and soil
(edaphic variables), while ignoring current land cover. According to these rules, it was therefore not relevant if the
land in question was covered by primary forest or if it had been irretrievably deforested. The methodology for
classifying land according to a “best land use capacity” criteria was implemented in conjunction with the rules
applicable to soil surveys, approved by Supreme Decree No. 013-2010-AG.

Based on the data produced by the “Soil Survey Study”, Best Land Use Capacity was then classified as follows:

- Classification (A): Land suitable for cultivation

- Classification (C): Land suitable for permanent crops

- Classification (P): Land suitable for pasture

- Classification (F): Land suitable for forest production

- Classification (X): Land suitable for protection
If the soil survey study determined that the land falls under categories A, C, or P, it can be legally transferred for
agricultural use. However, even with a title in hand, the removal of forest cover is not automatically allowed, but is
still subject to an evaluation by the national or regional forest authority as part of the land use change

authorization process.

The previous and the current Forest Law ensure land classified as F and X is considered a National Heritage and
cannot be transferred or leased for agricultural projects.”

Identification
of the plot
where the

agricultural
activity will be
carried out

Evaluation of a Authorization
soil survey Approved for land use

study by the environmental change and
Ministry of certification clearing of
forest

Source: Ministry of Agriculture (2016)

Figure 5
Flow of steps for the development of agricultural activities.

CARVING UP THE AMAZON
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was submitted™ — an important process in determining
what the land could be used for. Only after the company
was found to be at fault and its operations stopped by the
authorities™ did it submit this study. However, it was
rejected due to a multitude of errors and problems.”
Shortly thereafter, the official that refused the study was
— without being notified, she claimed to EIA — forced to
resign and replaced by another,” who three months later
approved a second version of the study,” resulting in the
stoppage order being lifted.” The new study — funded by
the company — claims 74% of the area is suitable for
crops,” almost tripling the figure of a previous one
carried out by the state research institute “Instituto de
Investigaciones de la Amazonia Peruana”’ — IIAP* — under
a different legal framework.*

Cacao del Peru Norte did not have nor applied for the
legally required environmental certification before
beginning its operations.” Only after clearing the forest,
the launch of an official investigation and the
publication of complaints by civil society and journalists,
did it try to legalize its situation through a process
known as an "Environmental Management and
Adaptation Program' (PAMA).” This is where companies
evaluate environmental impacts as they operate, rather
than before they begin a project.

However, according to the law in place at the time, the
deforestation done by the company would not qualify for
a PAMA, since this only applied to activities carried out
before November 14, 2012, when the regulations entered
into force.” Yet, as previously highlighted, most of the
deforestation occurred after that date. As a result, the
law required the company to seek approval of an
Environmental Impact Assessment of its project before
beginning it, which it did not do.*” Despite this, the

Figure 6

Map 3
Satellite imagery of deforestation in the Tamshiyacu Estate at
the top, and below the area covered by crops in light yellow

Prosecutor on the road built by Cacao del Pera Norte with the cleared area in the background

Environmental Investigation Agency



Source: Ojo Publico

Figure 7
Court proceedings against Cacao del Peru Norte S.A.C.

Ministry of Agriculture allowed the PAMA request to
proceed, yet did eventually reject it due to multiple
violations of agricultural, forestry and environmental
laws by the firm.”

Civil society organizations also took legal action. In 2015,
campaigner Lucila Pautrat filed a complaint before the
9th Constitutional Court of Lima against the Ministry of
Agriculture and the regional government of Loreto,
requesting they refrain from approving any
environmental certification, BLUC classification, or

land use change allowing any agro-industrial operations
in the Tamshiyacu Estate.” In response, the Court
ordered the company's activities be suspended,” which
it never complied with.” In 2018, the firm changed its
name to Tamshi.”

Then, on the 25th of July 2019, a court in Maynas,
Loreto, finally sentenced the two staff that blocked

the prosecutor's inspection in 2013 to four years
imprisonment and issued them a fine. The supervisor
was sentenced to eight years in prison and also fined.”
Cacao del Peru Norte (superseded by Tamshi) and their
staff were fined an equivalent of 4.76 million U.S. dollars

CARVING UP THE AMAZON

payable to the Peruvian State.” The company and its
staff contested the ruling, and in December 2020, an
appeals court in Loreto annulled the sentence. The
decision was criticized by civil society and the attorney
of the Ministry of Environment immediately appealed
against it.” EIA understands the case is ongoing.

This was not the only legal case brought against the
firm. According to internal company documents seen by
EIA, up to 2017, Cacao del Peru Norte (now Tamshi) had
several other criminal, civil and even constitutional
proceedings initiated against it by the Peruvian State, by
former workers and by citizens.” Some of the cases were
later archived.”

In conclusion, the endless legal proceedings, which aim
at justice, have not redressed the environmental damage
linked to the company. The state is complicit in the
problem, because it allowed the clearance of forests in
the first place, in open violation of Peruvian law, while
the judicial process fails to resolve these issues in a
timely manner. The case exemplifies many problems
plaguing Peru's forest governance.
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BOX 2.

JUDGMENT FOR THE TAMSHIYACU CASE SETS A PRECEDENT

In July 2019, the Peruvian judiciary issued” what was then called by experts a “landmark ruling” against the
company Cacao del Pert Norte (from 2018 known as Tamshi) and three of its officials for "illegal trafficking of
timber forest products" and aggravated "procedural obstruction” after clearing close to 2,000 hectares of Amazon
forests in the Tamshiyacu district, Maynas province, Loreto region.”

The judge ordered the defendants to pay civil compensation equivalent to roughly 5 million dollars after
reportedly determining the environmental damage exceeded around USS 47 million in lost ecosystem services.®
One of the defendants was sentenced to 8 years in prison and the other two to 4 years.”

The judgment became known as the “Cacao I" ruling, as the case was complex and parsed into three sub-cases.”
The investigations into these cases included chief officers of the company, Dennis Melka himself,” as well as
former congressman and Loreto regional governor Fernando Meléndez.*

The prosecutor in charge, Alberto Yusen Caraza, was the victim of multiple attacks and threats, including efforts
to remove him from the case.” The last known attempt came in July 2020 in the shape of a memo sent to the
prosecutor by the company’s law firm Payet, Rey, Cauvi, & Pérez, asking Mr Caraza to 'recuse himself from this
criminal proceeding" while accusing him of "arbitrary conduct’, "abuse of authority and procedural fraud" and
"administrative offenses," committed “with the sole malicious purpose of discrediting and damaging Tamshi's
good image and reputation.”® The State Attorney representing the Ministry of the Environment of Peru, Julio
Guzman, noted that "there is pressure being placed on the prosecution and I am surprised that a document
showing an intention to disturb the investigation would be sent.”’

A couple of weeks after the memo was sent, the government appointed a new Minister of Labor, Martin
Ruggiero, who was widely questioned in the media for his lack of experience in the public sector and whose
employment record included almost 10 years at the same Payet, Rey, Cauvi, & Perez law firm.* Ruggiero lasted
only 19 days in office.*

In December 2020 a judge ruled in favor of the appeal presented by the company and its staff.”” That same day,
the Ministry of Environment announced on their Twitter account that they would be taking the case to the
Supreme Court.” At the time of writing, EIA understands the case is still to be concluded.

Figure 8
On the right, former prosecutor, Alberto Yusen Caraza

Environmental Investigation Agency



Figure 9
Small-scale land owners

CARVING UP THE AMAZON

CASE No 2:
The properties, the papers and
the pandemonium

A few kilometers north of Tamshiyacu in Loreto,
the parceling projects "Asociacién Agroforestal
Panguana I Zona" and "Panguana IIl Zona Centro
Industrial" were awarded to groups of farmers
through laws aimed at benefiting people
displaced by terrorists after returning home from
Peru's internal armed conflict.”

Of the land titles obtained by EIA from Peru’s
public land registry (SUNARP), we found none
mentioned a BLUC classification study” as
required by law — an important process that may
have determined any forests on the land be
conserved, rather than cleared. Worse, the land
titles were seemingly done to meet quotas,
relying only on desk work and without field
corroboration. A vegetation cover analysis of the
lands by experts, seen by EIA, as well as visits by
our investigators and interviews with the former
titled owners, showed the area was not in use by
anyone — an important prerequisite that justifies
titling unowned land to someone. Additionally,
various official coordinates placed the projects in
areas that not only do not match the location of
the land the company bought, which EIA also
verified on a field visit, but in some cases refer to
sites hundreds of kilometers away. The wrong
coordinates place the plots as overlapping with
areas owned and under the possession of two
other communities: Libertad Aucayo and Unién —
Quebrada Aucayo.”

Between 2013 and 2014, around half of the
Panguana II plots — most almost completely
covered by forest — were later bought en bloc by
Cacao del Peru Norte and Plantaciones de Loreto
at very low prices. EIA interviewed farmers that
sold their plots and learned they were being paid
about a tenth of the value estimated by a
Government assessment for similar land, leading
them to feel cheated and refusing to sell any
more to the company.”

Satellite image analysis by EIA indicates small
paths within these properties have been cleared,
but massive deforestation has not yet been
detected.” Nonetheless, that firms were able to
acquire land that should not have been titled or
sold, that may never have been determined as
best used for agriculture had the law been
observed, and at a tenth of the price it is normally
sold for, demonstrates severe governance failures
by the state and the threats this poses for Peru’s
forests and for those that live in it.
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CASE No 3: Plot A* reportedly without knowing if the land was apt

. . for agriculture, because the legally required soil study
The 3011; the permits and the forests had not been done.” The Peruvian NGO DAR claims that

before requesting a lease, one must first carry out a soil

The plots of land A, 1and 2 are located near the _ study and apply for a land use change permit."™ Loreto's
Tamshiyacu Estate and the Panguana II and III properties regional government took steps to permit leasing the

in Loreto, and are forested areas belonging to the state, area to the firm™ and in the process produced land

but entered a fraught process of being leased to the boundaries at odds with other maps it had done. In

companies Plantaciones de Marin and Plantaciones del theory these should have come from the same data set,
Peru Este.” There are as yet no signs of deforestation, but raising questions about how different maps could

legal problems abound and the future of these forests emerge. The case exemplifies how chaotic the process
remains at risk. of leasing state land is and of the subsequent
. incompetencies that happen when making maps of
The company Plantaciones de Marin, for example, those areas."” At the time of writing, EIA understands
requested a lease from the state on the fully forested the leasing has not yet happened.”
BOX 3.

PLANTACIONES DE MARIN AND THEIR LINKS TO
MENNONITE DEFORESTATION

The private company Plantaciones de Marin was founded in 2012™ and between 2017 and 2018 purchased fifteen
rural properties, totaling 391.81 hectares, in the Alto Bimboya sector in Loreto, according to Peru’s public land
registry (SUNARP).™

EIA was able to identify that nine of the properties overlap an area claimed by the NGO Amazon Conservation to
have been illegally deforested by a Mennonite community called Padre Marquez Colony, amounting to 976
hectares.” It is possible that Plantaciones de Marin sold the properties without registering the sale to the public
registry SUNARP. This case illustrates the failure of the government to once again stop illegal deforestation,
irrespective of the owner, in addition to the uncertainty and lack of transparency of official information on land
ownership — important knowledge for conserving Peru’s forests.

Elaboration: EIA

Map 4
Map of Plantaciones de Marin plots
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Plantaciones
de Marin plots

shown in red

Source: Environmental Investigation Agency (figure above)/ Amazon Conservation. Monitoring of the Andean Amazon Project (figure below)

Map 5
Comparison of the location of the Plantaciones de Marin properties and the accumulated deforestation of the Padre Marquez colony.

CARVING UP THE AMAZON
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Then there is the remarkable story of Plantaciones del
Peru Este when it requested Plot 1. The company
presented a soil study of the area but failed to get
approval from the Ministry of Agriculture.” It then
appealed to the Ministry, citing as "evidence" an
alleged report from a department official stating all the
Ministry's observations'” had been addressed by the firm
and that its study should be approved.” Upon further
investigation by the Ministry, the "report” was not found
in its archives, had been sent from a generic Gmail
address rather than from an official one and did not
constitute “evidence” of any kind."” In February 2017, the
company went into liquidation.™ EIA understands the
land is still in the hands of the State.™

The company Plantaciones de Loreto Este is allegedly
requesting a lease for Plot 2, which shares its borders with
Plot A to the North and Plot 1 to the West.** EIA was unable
to obtain official information on the leasing process.

Once again, problematic soil studies and state failures,
intentional or not, threaten Peru's forests, opening them
up to opportunistic companies that fail to be held
accountable.

CASE No 4:
The protected area, the properties
and the plantations

The Cordillera Azul National Park is a 1.35-million-
hectare Amazon area that includes part of the country's
largest jungle mountain range and habitat for
endangered species.” Peruvian law has created buffer
zones to protect it, but private property can exist within
these and crops can be planted if they do not harm its
conservation.”

Between 2014 and 2016 the companies Plantaciones de
Inahuaya, Cacao de la Amazonia and Plantaciones de
Lima, all linked to the "Melka Group,” bought over 200
rural properties extending over 8000 ha in the Park’s
buffer zones." Most of these were covered in forest and
had been titled to landowners in 2005 by a process
involving the then regional office in Loreto of the
Ministry of Agriculture, Peru’s official land titling project
(PETT) and SUNARP. EIA accessed official documents
claiming these areas were verified as being used for
economic activity by the owners before they were
granted the titles — seemingly fulfilling a legal

Source: GEO ANP, GEOSERFOR, Graphic land registry of Loreto, Study of survey and evaluation of the soil resource at a semi-detailed level of the
Fundo Zanja Seca approved by General Management Resolution N° 289-2016-MINAGRI-DVDIAR-DGAAA and Study of survey and evaluation of the
soil resource at a semi-detailed level of the Fundo Tibecocha approved by General Management Resolution N° 653-2016-MINAGRI-DVDIAR-DGAAA

Background image: Esri

Elaboration: ETA

Map 6

Cordillera Azul National Park's buffer zone, location of the agro-industrial projects linked to companies associated with the

“Melka Group”, and location of the Biabo Cordillera Azul BPP

Environmental Investigation Agency



prerequisite for those wanting to get land titles. However,
satellite images accessed by EIA indicate that at the time
of titling more than 99% of the area still consisted of
primary forest, contradicting claims by the state
institutions the area was being used for economic
purposes.” This indicates several government agencies
endorsed an illegal land titling process. Worse, ETIA
found no evidence in these documents to show a land
classification study (BLUC) was conducted during the
titling process, implying that land with forests was made
available to private parties that should have remained
public and where agricultural activities should not have
been done.”

Official responses to freedom of information requests by
EIA found that the three companies did not have any
environmental certifications or a “Prior Favorable
Technical Opinion” from the Protected Areas National
Office.” Both of these are essential to obtain a land use
change authorization for agro-industrial projects before
clearing any forests.

EIA also found glaring inconsistencies between the
properties' location according to official records and
Loreto’s regional government’s cadastral database,
each assigning different areas to the properties,
depending on the source. In the case of Plantaciones de
Inahuaya, for example, the difference between the two
data sets was more than 200 ha.”

CASE No 5:
The community, the companies and
the alleged crimes

The next case studies show how companies with ties to
the "Melka Group” have been accused of committing
illegal acts while disregarding local communities’
rights. They shed light on the role that regional
politicians and officials play in large-scale transfers of
forest to private investors through selectively

Figure 10

interpreting Peru'’s titling statutes, promoting new
ordinances to encourage occupation of public lands, or
even collaborating with organized land-grabbing
networks. In 2018, for example, the former directors of
two Ucayali regional government offices responsible for
titling processes were involved in a scandal and sent to
prison to prevent them running away during the
investigation. Due to the COVID pandemic, one was
released subject to probation and the other transferred to
house arrest, both awaiting trial.”

In the district of Nueva Requena, in the province of
Coronel Portillo in the region of Ucayali, two companies
linked to the "Melka Group”, Plantaciones de Ucayali and
Plantaciones de Pucallpa, acquired and illegally
deforested more than 11,000 hectares in what are known
as the "Fundo Zanja Seca" and the "Fundo Tibecocha"
areas, respectively. While the illegal clearing continued,
the properties were transferred to two other companies,
Ocho Sur U and Ocho Sur P, both with alleged ties to the
“Melka Group” via investors linked to the previous
companies.”™

The sale of Fundo Zanja Seca to Plantaciones de Ucayali,
now belonging to Ocho Sur U, was riddled with
irregularities. In 2012, Ucayali's regional government
awarded the area to the firm then involved, Plantaciones
de Ucayali, despite small scale cocoa farmers having
previously bequn acquiring the same lands.” A legal
analysis of the project by Peru’s State Property Office
(SBN), seen by EIA, claims the sale was done contrary to
Peru's General Law on State Property and without the
required technical opinion on its price by the SBN.”
Additionally, an analysis by Peru’s Public Ombudsman'’s
Office found that the soil study, the basis for the sale and
approval of the agro-industrial project,” was not
approved by the Ministry of Agriculture as mandated, but
instead by Ucayali’s regional government.”

The former Regional Government Director of Agriculture, Isaac Huaman, arrested after a raid.

CARVING UP THE AMAZON
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Figure 11
Sign saying “Welcome to Nueva Requena, agroindustrial district”.

Elaboration: EIA

Map 7
2018 Sentinel satellite imagery of deforestation in the Zanja Seca Estate on the left, and on the right the area covered in palm crops

Environmental Investigation Agency



By mid-2013, Plantaciones de Ucayali had cleared over
half the forest at Fundo Zanja Seca without a proper soil
study, environmental certification, or land use change
authorization. Almost the entire area was deforested
within a year.” Local prosecutors launched an
investigation into the regional government and the
company’s directors.” Bizarrely, the regional
government's forest department fined the company
$246,071 for its unauthorized clearance, which had been
facilitated by the regional government in the first place -
showing how dysfunctional it is.” In 2015, the company
was also sanctioned by the Ministry of Agriculture for
failing to comply with an order to stop its activities.*

The firm did not pay the penalties and kept clearing,
though its successor, Ocho Sur U, did eventually pay two
of the fines issued by the Ministry of Agriculture in late
2022." EIA also found the company failed to conserve
30% of the forest as required by law, given clearances
which reduced these to cover only 3% of the area.”™
Nevertheless, in 2016 the Ministry of Agriculture
approved the company's soil study after those incidents,
but then denied its Environmental Adaptation and
Management Program (PAMA) request in 2019,”° — an
essential legal requirement to carry out environmentally

1356

Figure 12
Deforestation in Fundo Tibecocha

137

sound operations in Peru.” Despite lacking this permit,
the firm that took over the properties - Ocho Sur U -
publicly claimed it continued to carry out its activities.™

Plantaciones de Pucallpa meanwhile, acquired at least
232 properties (now belonging to Ocho Sur P), all titled
under different laws over many years, including some
under previous legislation, grouping them together into
an area now referred to as the Fundo Tibecocha.” The
titled lands were also alleged to have partly overlapped
an area the local community of Santa Clara de Uchunya
claims as its ancestral territory."

In 2013, the Ministry of Agriculture claimed the
company began removing forest in Fundo Tibecocha
without the required permits.” Indigenous communities
along with representatives of the Santa Clara de
Uchunya community alerted the authorities and publicly
denounced it."*

In 2015, the regional Prosecutor's Office opened an
investigation against Dennis Melka," the company's
general manager and other company officials. The
Ministry of Agriculture also began an investigation,”
imposing cease and desist actions against the firm."

4
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Figure 13

Traditional housing of the Santa Clara de Uchunya Community.

By then, Ministry of Agriculture data claims the firm had
illegally cleared almost the entire area.”

In December 2015, the community filed an official
complaint against the company to the Roundtable on
Sustainable Palm Oil (RSPO),” for having cleared
primary forests in their ancestral territory without their
free prior and informed consent. Following the
complaint,” the company blocked official inspections.”
It was then sanctioned for several infractions,” and had
a stoppage order issued against it."”

Despite this, Plantaciones de Pucallpa tried to ‘legalize”
its situation. In 2016, after the resignation of a Ministry of
Agriculture official that had rejected soil studies and
imposed fines on other companies linked to the Melka
Group,” new staff approved a soil study submitted by

the firm, stating 93% of the area was suitable for
agriculture™ and lifting its stoppage order.”™ In 2019, but
this time under Ocho Sur P, the company's fines were
dramatically reduced.”” Then, in January 2020, the
Ministry of Agriculture rejected its PAMA,™ which

To date Ocho Sur P has
not obtained the
necessary environmental
certification.

means to date Ocho Sur P has not obtained the
necessary environmental certification and yet claims
it is still operating.”™ Meanwhile, the company generated
divisions in the community, with some publicly
supporting its activities while others rejected it."*

These cases show how local communities are put

into conflict with one another, due to opportunistic
companies that play on state failures and incompetence,
at the expense of Peru’s forests, with no accountability
in sight.

Environmental Investigation Agency



CONSEQUENCES FOR FORESTS AND

SOCIETY

3.1 The fruit of forest crime has
entered the supply chains

For almost a decade, companies with ties to the “Melka
Group” have been violating Peruvian laws and illegally
deforesting while being accused by Indigenous and local
communities of infringing their rights. Despite years of
investigations, sanctions and stoppage orders, the
authorities have been unable or unwilling to stop them
and some continue operating with impunity,® reportedly
using opaque offshore vehicles.” Yet the palm oil
produced from this litany of abuse is being traded,®
tainting consumer items'® like food, cosmetics, cleaning
products and fuel.

None of the Peruvian companies exporting palm oil and
registered with the RSPO are able to demonstrate that all
of their supply chains are free of illegal deforestation.”™
In 2019, the Santa Clara de Uchunya community filed a
new complaint with the RSPO, this time against the
Alicorp company - belonging to the Peruvian giant Grupo
Romero™ - for buying palm oil from three extractor
plants that process the fruit for Ocho Sur P." The RSPO
rejected the complaint, because its standard permits
mixing of non-certified and certified palm oil, which
means tainted products from Ocho Sur P are finding
their way to unwitting consumers. This is a company
that owns dubiously titled land where forests were
cleared without permission from the state or from the
Indigenous community involved, and that continues to
operate in spite of not having the mandated
environmental certification.”

International investors are also complicit. The NGO
Forest Peoples Program reported that the Norwegian
Pension Fund (managed by Norges Bank Investment
Management — NBIM) divested 12.3 million U.S. dollars
from Alicorp, citing its connection to plantations
established on illegally deforested lands within
Indigenous territories.” It was hoped investors such as
the Swedish bank Handelsbanken Fonder AB, Goldman
Sachs, LGM Investments Ltd, Grandeur Peak Global
Advisors LLC and Brown Advisory Ltd™ would follow
suit. Unfortunately, since 2021, NBIM has again re-
invested in Alicorp,” claiming it was liaising with the
company on how it managed the risks associated with
deforestation and human rights abuses.”™

Additionally, some stock exchanges have acted against
listed companies linked to problematic palm oil supply
chains in Peru. United Cacao, linked to Dennis Melka,
was admitted for trading by the London AIM Stock
Exchange in 2014, presenting documents riddled with
outright lies and inaccuracies about its operations in

CARVING UP THE AMAZON

Peru. In May 2016, more than 60 Peruvian and
international Indigenous and civil society organizations
presented a letter and an EIA investigative report on the
company to AIM, documenting violations of laws. It
included misrepresenting information and failing to
mention the pending legal cases in Peru on the illegal
deforestation of the Tamshiyacu Estate.” Months later,
United Cacao was then suspended from trading after a
series of scandals and resignations.” Shortly after, Peru’s
stock exchange announced it delisted United Cacao.”

In April 2019, the Ministry of Production (PRODUCE)
approved an environmental impact assessment for a
palm oil extracting plant for the private company
Servicios Agrarios de Pucallpa,” that rented land from
Ocho Sur P in the district of Nueva Requena,” where its
palm plantation is located. EIA found that Servicios
Agrarios de Pucallpa (SAP) and Ocho Sur P have the
same legal representative, implying they are controlled
by the same people.” Ocho Sur also claims SAP is an
affiliated company on its website.” The Ministry’s own
evaluation identifies Ocho Sur P and Ocho Sur U as SAP’s
main palm fruit suppliers,* despite neither having the
required environmental certification from the Ministry
of Agriculture, which would make their operations
illegal. By early 2020, the certification requests of both
companies were denied — though they can submit new
requests if their illegalities are resolved. This is a bizarre
situation, with one Ministry facilitating product entry to
the market of a firm’s operations that another has not
approved.”

Palm oil from these lands may also be finding its way
into international markets. In December 2022, Peruvian
indigenous organizations AIDESEP and FECONAU and
allied NGOs (the Center for Climate Crime Analysis,
Forest Peoples Program, EIA and Kené) filed a joint
complaint in the Netherlands against the commodity
trader Louis Dreyfus for breaching the Organisation of
Economic Cooperation and Development’s (OECD)
Guidelines for Multinational Enterprises — a voluntary
instrument promoting responsible business conduct.
The company had disclosed it sourced palm oil from
Servicios Agrarios de Pucallpa in 2020 and the
complaint alleged in so doing it failed to meet the
guidelines’ "due diligence to identify, prevent and
mitigate adverse impacts in its business operations,”
among other breaches.” Louis Dreyfus has since claimed
Ocho Sur is no longer linked to its supply chain, but the
complaint is ongoing."®

In September 2023, the Netherlands National Contact
Point for the implementation of the OECD Guidelines for
Multinational Enterprises in the country, determined that
the complaint "merits further consideration” and has
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Figure 14

Santa Clara de Uchunya Indigenous Community - Defending our territory, our biodiversity and the life of humanity
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Figure 15
Big brands disclose the mill of origin of some of their palm oil
as coming from Ocho Sur'’s Servicios Agrarios de Pucallpa

&

LIPSA

The EU will soon
implement its law
prohibiting imports of
commodities resulting
from legal and illegal
deforestation

invited the parties to engage in a mediation process,
noting that "the processing of this notification may
contribute to the achievement of the objectives of the
Guidelines and improve their effectiveness, in the sense
that it can help to clarify, under the OECD Guidelines, the
responsibilities of commodity traders sourcing palm oil
in Peru for alleged negative impacts of their supply
chain, directly or indirectly, on human rights and the
environment."

In 2021 the commodity trader Bunge logged a grievance
against Ocho Sur due to it being an indirect supplier in
its supply chain. The process resulted in it being blocked,
with Bunge claiming it found ‘recent land clearing /
deforestation [had] occurred inside and around
concessions,” adding that the “‘company in question and
its associates will remain blocked in Bunge's supply
chain until a credible and robust Recovery Plan is
developed.” Ocho Sur has publicly denied the
allegations against it"* and Bunge is updating its
grievance process as new information comes in."’

Yet palm oil from Ocho Sur’s mill entered the supply
chains of multinationals like Kelloggs, Nestle and
Colgate. Vandemoortele of Belgium and Lipsa of Spain,
selling foodstuffs in Europe, also disclosed Ocho Sur's
mill in their public palm oil origin lists, just as the EU
brings into force a new law — the European Union
Deforestation Regulation (EUDR) — part of which
prohibits the import of commodities linked to illegal
deforestation.”™

All the aforementioned cases set dangerous precedents
for forest governance in the Peruvian Amazon. They
promote perverse incentives by enabling companies to
operate with impunity while simultaneously rewarding
them. The state should oblige the firms to leave the
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https://www.lipsa.es/uploads/2022/03/Lipidos-mill-Database-2021.pdf

unlawfully deforested land and pay for the regeneration
of forests and any damage caused to local communities.
As the United Nations Special Rapporteur on Human
Rights Defenders stated at the end of his visit to Peru in
January 2020, “there is a systemic deficiency in the
reaction by authorities against big economic interests,
particularly at regional and local levels."*

3.2 Land trafficking, social conflicts
and more deforestation

Studies have explained how land trafficking in the
Peruvian Amazon is a complex process involving the
convergence of economic interests, pressure exerted by
settlers, and a lack of effective governance as well as
misguided land titling campaigns, resulting in
unintended consequences.” This complexity is
exemplified by the cases analyzed in this report.

The infamous Cochania case in Ucayali, where
prosecutors claim 128 rural properties were irreqgularly
titled, serves as an example of illegal land usurpation by
a criminal organization with the alleged complicity of
high-level officials and local actors.” The then-head of
Ucayali’s agriculture department of the regional
government, Isaac Huaman Pérez, was accused of being
involved.” Violent land grabbing has also been reported,
such as the "Motelillo Massacre"® — again in Ucayali —
where apparent land traffickers™ killed six settlers.”
The common denominator across these cases is
fraudulent and incompetent land titling, fueled by
pervasive corruption.

194

Analysis of the cases involving companies with ties to
the “Melka Group” has shown that the cartographic
databases of rural properties upon which the Regional

Figure 16

Agrarian Directorates rely do not always contain
accurate information, which can cause or aggravate
social conflicts and generate violence. This information
gap seems to favor titling campaigns not truly aimed at
turning real land users into owners, but rather placing
areas with intact forest on the market, attracting land
traffickers and opportunistic investors.

Some companies are also expanding their palm oil
production by implementing "small-holder” schemes,
creating incentives that attract settlers to the forest
frontier, which studies have claimed can lead to
disputes over land with local communities.”” Other
studies claim that the growing populace in these
districts, largely the result of an expanding agricultural
sector, has led to increasing land speculation and
infrastructure development, placing forests under
pressure due to the incompetence and corruption of
state institutions that fail to ensure urban planning is
done legally."”

3.3 Almost 100% of deforestation in
Loreto and Ucayali appears to have
been illegal

EIA has found that according to official documents,
almost 100% of all forest clearance in Loreto and Ucayali
from 2012 to 2018, amounting to 422,953 ha® — an area
almost twice the size of Tokyo — was not authorized and

therefore illegal, based on the forest law in force at the time.

EIA requested copies of all authorizations of land use
change for agriculture impacting forests between 2012
and 2018 from the regional governments of Ucayali
and Loreto.

Soil eroded and compacted by the use of machinery in Fundo Tibecocha.
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Figure 17
The Ucayali River

Ucayali's regional government provided four of these,””
covering 75.13 hectares. According to the Ministry of
Environment, Ucayali lost 209,409 hectares of forest
between 2012 and 2018.*" This implies a massive 209,333
hectares would have been illegally deforested over the
period, given the lack of permits.

Loreto's regional government sent copies of only four
authorizations™ for two companies linked to Grupo
Palmas,” which belongs to Grupo Romero, one of the
largest corporate groups in Peru. The firm, however, has
published a no-deforestation policy,” implying it will
not clear any of those forests.* Yet, according to the
Ministry of Environment, forest loss in Loreto during the
period 2012 to 2018 amounted to 213,544 hectares. This
suggests all that deforestation was illegal, given the
absence of authorization.

3.4 Weakening of regulations
facilitates more land trafficking and
deforestation

EIA has found that recent legal changes may exacerbate
the problems of deforestation in Peru. In 2008,
procedures for formalizing and titling land in the
Amazon were regulated by Legislative Decree No. 1089
(DL 1089),”° which was replaced at the end of March
2021 by Law No. 31145.*" The new law contains some
positives for forest conservation. It excludes areas
declared as ‘productive forests’ - for example, used for
logging approved by regional governments - and

protected areas from rural land titling of private
properties.”® It also promotes the updating of the rural
property registry.”” In relation to solving the problem
of poor property map management by the state, it
prioritizes the registered location of properties over
outdated information in other entities™ and promotes
better coordination of official data between state
institutions.

However, the law also introduces new threats to forests.
It promotes the cost-free land titling of larger areas,
while imposing costs for smaller land users seeking to
obtain property,™ making it easier for firms like those
tied to the Melka Group to acquire land and clear it.

It fails to prohibit land titling in areas occupied by
Indigenous people in voluntary isolation.”” It does not
consider forest maintenance as evidence of an economic
activity as part of the land titling process, promoting
deforestation for agriculture instead.” It obliges new
land owners to carry out agricultural activities on the
land for five years, at risk of losing property rights if they
fail, encouraging more forest clearance.” Finally, Peru’s
Congress recently approved law no 31973 that legalizes
much of the unlawful deforestation by some of the
companies in this report. It was supported by Peruvian
trade federations that cited the EUDR as a justification
for approving it. In the next section, EIA reveals how
additional governance failures and weakened
regulations are promoting agribusiness, with yet more
unnecessary threats to Peru's forests.
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3.5 Delayed land use change
regulations linked to poor forest

governance

Peru’s 2011 Forest Law and its subsequent regulations,
in force since 2015, redefine how land subject to titling
should be classified according to its best land use

amend the respective regulations involved in land
classification and titling, so these could comply with the
forest laws' requirements.” Yet it took the Ministry of

Agriculture seven years to approve the new regulation to
classify land use in titling efforts through Supreme

capacity - an important process in conserving forests

covering the land or not. In comparison to previous
laws, it incorporates new factors to be taken into
consideration about those forests, such as their

intrinsic value, their edaphic ecological characteristics

and the goods and services they provide. Upon the
forest law’s entry into force, the Ministries of
Agriculture and of the Environment had 60 days to

Table: Recently proposed and approved laws that weaken forest governance in Peru

Proposal

Congressional Bill
649, 894 & 2315

Description

Bill to modify the
Forest Law

Potential impact

Legalized unlawful
deforestation for
agriculture &
weakened forest
protections, risking
encouraging more
illegal forest clearance

Authority

Congress

Decree N° 0005-2022-MIDAGRI This is an illustration of
incompetent forest governance by successive
governments.

3.6 New laws and bills that endanger
forests and indigenous rights

EIA has also identified various law proposals and
regulations that, if approved, could have disastrous
effects on Peru’'s Amazon forests, the human rights of the

Situation as of Sept. 2023
(except where * is placed, which
refers to January 2024)"

Bills 649/894/2315 were
recently approved by
Congress and then
published on January the
11th this year and
numbered as Law No
31973.* Legal analysts
consulted by EIA claim
this was done contrary
to congressional

procedures.

Law proposal
presented to
the Executive
Board for the
Development of
the Forestry
Sector™’

Proposal to modify
Peru's forest law

Would legalize
unlawful
deforestation &
weaken forest
protections

Executive Board
for the
Development of
the Forestry
Sector (includes
the Executive and
private actors)

Peru’s forest authority
SERFOR has said the
proposal would “establish a
strategy to detain
deforestation””

Congressional Bill | Bill to modify the Threatens Indigenous | Congress Rejected in a congressional
3518/2022-CR PIACI law peoples in voluntary vote, but some congressmen
Isolation (PIACI) announced they will
present a new similar
proposal.
Ministerial Environmental This would Ministry of
Resolution 0141- Management legalize unlawful Agriculture
2022-MIDAGRI*® | Regulations for the | deforestation &
Agriculture and weaken forest
Irrigation Sector protections
(REGASAR)
Congressional Bill | Extension of a Extend the REINFO Congress It is on the congressional
2172, 2519, 3621, deadline for illegal deadline beyond 2024, agenda
51717 miners to formalize | promoting impunity
their operations for illegal mining.
(REINFO)
Proposal prepared | Proposal to modify Would allow for Ministry of
by Perupetro and | the National fossil fuels and other | Energy and
submitted by Protected Areas resources exploration | Mining
MINEM™ Law and exploitation
inside National
Protected Areas
CARVING UP THE AMAZON
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EIA has found that
according to official
documents, almost 100%
of all forest clearance in
Loreto and Ucayali from
2012 to 2018, amounting
to 422,953 ha — an area
almost twice the size of
Tokyo — was not
authorized and therefore
1llegal.

Map 8
Accumulated tree loss in Peru in pink between 2001 and 2022

peoples that live in them, and on the country’s efforts to
combat climate change.

As mentioned, a law passed by Congress that modified
the forest law forgave historic illegal deforestation for
agricutlure,” and a Bill pushed by the Executive,*
would make it easier to clear Amazon forests for
agribusiness plantations.” Ministerial Resolution

N° 0141-2022-MIDAGRI, for example, would allow illegal
activities, like those done by the companies decribed
above, to get a free pass for their crimes and infractions
by extending the time period they have to legalize their
unlawful operations.” EIA concludes these proposed
laws and regulations would violate the US — Peru trade
agreement, in particular its article 18.3.2, which states
that the “Parties recognize that it is inappropriate to
encourage trade or investment by weakening or
reducing the protections afforded in their respective
environmental laws."”

Peru’s Comptroller General's Office recently concluded
that under current laws, the plantations linked to the
Melka Group — regardless of who claims to own them
now — cannot obtain a legally required environmental
certificate.” The only way to legalize these operations
would be to change existing laws, which is what
Congress did when it approved Law no 31973 shortly
before the publication of this report.

A number of companies linked to the Melka Group
have been acquiring forested land but have not started
clearing them yet.”® Legalizing the unauthorized
deforestation of those firms, could incentivize others
to follow suit, with all the irreversible social and
environmental costs this could bring. This could not

only affect Peru’s forests and its peoples, but could add to
the global climate crisis by increasing greenhouse gas
emissions linked to land use clearance.

Congress is also considering a bill to modify the law that
protects Indigenous Peoples in Voluntary Isolation or
under Initial Contact (PIACI — according to its Spanish
acronym). It would hand over control on legally defining
what a PIACI is and creating their reserved areas from
the national government to regional governments.”
Many of the environmental and human rights abuses
highlighted in this report stem from problematic and
corrupt regional governments.*

Despite the abundance of evidence for the existence of
PIACI's in official records, in recent years, politicians,
businessmen and affiliated lobbyists with interests in the
Amazon regions of Peru have questioned their existence
and complained about the limitations PIACI reserved
areas have for resource extraction there* These critics
publicly argue that these areas are an obstacle to
development and are an invention of those who oppose
progress, which they would eliminate if given power.””
The Ministry of Culture®and the national Indigenous
organization AIDESEP,” as well as several national and
international civil society organizations,® have publicly
expressed their opposition to this bill and argue it would
threaten the PIACI's very existence.”™

Another Congressional bill would extend for the fifth
time the deadline to render lawful the activities of illegal
miners,” despite illicit gold mining being a leading
cause of deforestation.”® In January 2002 Law No. 27651
for the Formalization and Promotion of Small-scale and
Artisanal Mining was passed.” Ten years later, a
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Figure 18
View of the area deforested by Plantaciones de Pucallpa

temporary registry was created to legalize the operations
of illicit miners with deadlines attached.” Since then,
successive regulations kept extending it, with the
current one being the 31st of December 2024.%' The new
proposal would extend it yet again.

Peru’s Ombudsman’s Office has questioned these
delays,* stating they fail to incentivize miners to
complete the process and protect those that register in a
cloak of impunity, as they “cannot be investigated or
sanctioned for activities linked to illegal mining."”**

The Ombudsman also stated that as of December 2021
over 88,000 miners have registered, yet the investigative
journalist outlet Ojo Publico claims only 1,600 miners
have formalized their activities.”

Additionally, in June 2023 the press reported on an
amendment made to the interdiction law of illegal
mining. It prohibited the destruction of seized
machinery used to extract gold illegally, despite
objections by the Ministries of the Interior, Defense and
Justice. Those who did agree with the rule were the
regional governors.*

Meanwhile, the Peruvian judiciary, the Attorney
General's Office, multiple civil society organizations and
former high-ranking Peruvian state officials have also
spoken out against a bill that would benefit more than
40,000 people prosecuted for corruption in the country.
The proposal seeks to modify the "extinction of
ownership", a legal concept that enables the state to
recover illegally obtained assets, such as houses, vehicles
or machinery. The bill would only grant this power after
a final conviction, tying the hands of those trying to
investigate and stop crime.*

CARVING UP THE AMAZON

Figure 19
View of the remaining tropical forests and deforestation in the
area near Fundo Tibecocha
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CONCLUSIONS

Many of the issues presented in this report stem from a sector of the
Peruvian State that continues to regard the Amazon through a 19th century
mindset: as an empty territory to be colonized and its riches extracted,
while often punishing the populations that oppose this process.

Historically, the state has promoted a disorderly
occupation of the Amazon. Since the 1990s, it has been
carrying out massive titling programs for rural properties
without considering who is actually in possession of or
using the land to meet arbitrary titling targets, thus
needlessly threatening forests. As the cases presented
here show, it often does so in disregard of its own laws,
enabling thousands of hectares of forest to be acquired
by companies that seek to profit from this chaos. This
underscores the urgent need to put a halt to the ongoing
land-grabbing and to save the remaining areas from
deforestation. But the threat goes beyond the cases
mentioned here. The pressure on forests and the peoples
that live in them is further exacerbated by plans for large
infrastructure projects. These include the Cruzeiro do Sul
project, involving a coast-to-coast train running across
the continent and passing through Ucayali's forests,*’
and several secondary highways, such as the
Moyobamba — Balsapuerto project, cutting into forest
areas in Loreto and Ucayali.”* Who would trust that

such projects could be done responsibly by a state
incapable of applying its own laws or holding
wrongdoing to account?

Government corruption and incompetence are key
drivers of the problem, which companies routinely
exploit at the expense of Peru’s forests and the
communities that depend on them. Recent legal
changes make the threat worse while existing laws that
evaluate the soil under forests are either ignored, not
implemented properly, and in any case, do not promote
forest conservation, even if done correctly. Worse, bills
currently under consideration will only increase the
threats and may result in even more deforestation.

As stated before, some authorities' main interest appears
to be to promote the disorderly expansion of agro-
industrial sectors at any cost, even in blatant disregard
of the law.

The old paradigm demanding agricultural development
in the Amazon, driven by Andean and coastal rural
migrants, by the Peruvian State, by international
cooperation agencies, and more recently by business
groups, does not promote a sustainable, socially fair and
climate friendly development approach. As part of its
Nationally Determined Contributions (NDC), Peru has
pledged before the United Nations Framework
Convention on Climate Change (UNFCCC) to
unconditionally reduce its greenhouse gas emissions
projected for the year 2030 by 30% compared to the
business as usual scenarios used in 2015 and by 40% for
the conditional target.” Over 53% of Peru's emissions
stem from "Land Use, Land Use Change and Forestry"
(LULUCF), while those of agriculture represent 12.62%.*

Instead of favoring companies operating illegally or with
a history of destroying the nation's resources, Peru's
government should incentivize creative forest
conservation, including local communities that rely on
them. Key reforms of land titling processes, state
institutions, and a culture of effective enforcement of the
law are needed if Peru’s climate critical forests are to
remain standing. Peruvian Government officials must
also apply and make use of the Precautionary Principle
enshrined in Peru's General Environmental Law,”
which is also enshrined in the Convention on Biological
Diversity™ ratified by Peru.” This principle states that
in case of "danger of serious or irreversible damage, a
lack of absolute certainty should not be used as a reason to
postpone the adoption of effective and efficient measures
that prevent degradation of the environment."”*

While it is extremely important to understand the
impacts that stem from the destruction of the Amazon,
as well the impacts this will have on climate change, it is
critical we also pay attention to the social conflict this
feeds and to the loss of human lives it could cost.
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RECOMMENDATIONS

EIA believes the following measures should be taken to restore the rule of law in
Peru's forests and prevent further deforestation and human rights violations:

1. Ensure accountability for illegal and corrupt

behavior by private and public officials.

e The State should stop operations that continue to
illegally deforest and efficiently sanction those
responsible

e International cooperation and international
programs helping Peru with land titling must ensure
they comply with all national laws and promote
forest conservation.

e The State should implement the recommendations
produced by the Comptroller General's Office on the
illegalities they unearthed on specific cases and
exemplary sanctions should be imposed.

e The government should desist passing laws that
would grant amnesty for illegal deforestation or that
would weaken forest conservation or land use
change standards.

2. Establish legal, legitimate and transparent titling

and land management processes.

e The titling programs aimed at rural properties, often
funded through international donors and loan
schemes, should focus on legalizing the status of
people actually in possession of the land, and only in
zones where forest, environmental and agrarian
laws allow it.

e Land use planning by regional governments needs to
become a participatory, transparent process with
better coordination between regions and the national
government, and inspected by independent bodies
such the Comptroller General's Office and the
Ombudsman’s Office, as well as by Indigenous
organizations and civil society.

e Create a national entity with the means to control,
supervise and sanction wrong doing in land titling
efforts, with the inclusion of public sector officials,
civil society and Indigenous groups. The
Demarcation and Territorial Management Office,
currently under the Council of Ministers, could
become this entity.

3. Amend the regulatory framework to align land
titling legislation with the objectives of forest and
climate change legislation.

e The Peruvian Government should ensure that the
new BLUC Classification Regulation includes forest
cover and ecosystem services as relevant factors
when classifying Amazonian lands. The definition of
forest lands and their protection should be aligned
with those of the Forestry and Wildlife Law, to be
used as a legal tool against increasing rates of
deforestation.

e The Ministry of Agriculture must amend its rules to
align them with national forest laws, particularly to
acknowledge the management of standing forests as
a form of economic exploitation. Land must be
classified according to its BLUC before any certificate
is granted.

e SERFOR and other regional forest and wildlife
authorities should inform and train regional
government officials involved in land titling
processes on forest law and other relevant topics.

CARVING UP THE AMAZON

e The Ministry of Agriculture must immediately define
a deadline for the submission and approval of
PAMAs. Agriculture is the only national sector that
has not defined a deadline yet and this has become a
perverse incentive for companies to create a
loophole and not comply with the laws.

4. Make cadastral data transparent and publicly
accessible, and establish effective cross-sectoral
regional and national coordination.

e The Peruvian Government must guarantee that case
files related to land titling, BLUC studies and land
use change authorizations are publicly accessible, as
established by law. Corrupt authorities who try to
keep them secret must be held accountable.

e Peru should establish a unified and publicly
accessible national cadastre system that contains
information from each region and each productive
activity accurately and consistently. This single
cadastre should then be verified and corrected as
needed by a cross-sectoral state entity, based on real
possession of the land.

5. Stop perverse market incentives for illegality and
corruption by cleaning up national and international
supply chains and prohibit the trade of unlawfully
produced agricultural goods.

e Peruvian and international laws must prohibit
trading of palm oil and other agricultural goods
produced unlawfully. All companies participating in
the supply chain must actively remove those tainted
commodities from their supply chain.

e The Peruvian State should not grant environmental
management certificates nor permits to process
products purchased from companies that operate
illegally. Products obtained from illegally deforested
areas should be considered illegal.

e International investment funds should divest from
companies and economic groups directly or
indirectly linked to illegalities, corruption, forest
destruction and human rights violations.

e The EU should work with the Peruvian government
to ensure it does not weaken forest conservation
efforts aimed at enabling easy access to Europe’s
market of commodities like cocoa and palm oil.

e Repeal law no 31973, ensuring small scale
agricultural producers are not negatively affected by
the EUDR while holding large commodity producers
to account for committing past illegalities

6. Effectively protect human rights and forest

defenders.

e The State and the formal business sector must adopt
the recommendations offered in the "End of Mission
Statement" of the United Nations Special Rapporteur
on the situation of Human Rights Defenders after his
visit to Peru (January 21 - February 3, 2020)™

e Peru should ratify the Escazu Agreement
immediately.

e Congress should not approve Bill 3518/2022-CR that
would weaken the rights of Indigenous peoples in
voluntary isolation and initial contact (PIACI)
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METHODOLOGY

This investigation examines cases involving sets of
properties requested and acquired by companies with
ties to the “‘Melka Group” in the forest regions of Loreto
and Ucayali. The in-depth investigation included various
requests for access to information from national and
regional authorities, for which it was necessary to make
15 trips to the regions. It included data from Peru’s public
land registry (SUNARP), official maps from several local
and national authorities obtained through official and
unofficial sources, and interviews with local people
affected by the operations, state officials and national
experts. This was complemented by a review of
academic and media publications, as well as a
compilation and analysis of all relevant legal
instruments.

EIA also conducted five field visits to conflict areas and
surrounding communities to collect more precise
georeferenced data regarding their geographic location
and to record first-hand the concerns of the local
population. Members of different affected communities
who declare being pressured by the companies with ties
to the “Melka Group” explained to EIA they have been
asking the regional authorities for copies of the

Figure 20

documents and maps of their own lands for years, yet
they have never been able to obtain them. Regional
authorities' refusal to provide this documentation to
landowners is a legal violation.

Despite the extensive efforts made by EIA to collect and
analyze information, certain documents could not be
obtained through official channels, in spite of their public
record nature. This is mainly due to a lack of
transparency in both the public and private sectors, as
well as poor implementation of official procedures in
disregard of legal requirements.

Inefficiency and high costs associated with access to
public information create a discriminatory system, since
citizens of affected communities hardly have the time
and resources to collect the information they are entitled
to by law. When communities do not have adequate
documentation about their own lands, they are more
vulnerable to pressure and threats from corrupt
authorities and land grabbers. Many documents obtained
by EIA are also physical, as these have not been digitized
by Peruvian state entities. Please request these from EIA
if needed.

Indigenous Peoples in Voluntary Isolation and Initial Contact of the Peruvian Amazon
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