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This one is different...



Everything you need for due diligence in one place NEPCon\\
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BT SR AT
SELECT ACCESS VIEW EXPLORE
commodity an overview map of country detailed risk data a suite of country
sourcing risks (e.g. risks related to each guidance and due
+ type of forest diligence tools to
SELECT production...) mitigate the risks

country for details


http://beta.nepcon.org/sourcinghub

100+ free timber legality tools NEPCon
Country specific guidance Due Diligence tools
== Full Timber Legality Risk Assessment for W + Supplier Letters
[ﬁ all 62 countries « Due Diligence Guidelines
« Supplier Managing Form
é An overview of the relevant laws in a « Risk Checklists
él country from the List Applicable _
Legislation « Policy template
« Supplier Information Form
Risk Mitigation guide to help identify the . etc.
risks in the supply chain and what to do

about them for a supply country

=1 Document Guide to help determine exactly
== what type of documents to request from
the suppliers, what they should look like
and how to verify their authenticity




Risk assessments... Nemo}\
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Timber Legality Risk Assessment

Version 1.1 | May 2017

The heart of the Hub

programme of the European Union, UK aid from the UK government and FSC™.

WWW.Nepcon.org




Country profile page Nemo}\

Sector overview

Information gathering
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0
ey

Risk assessment

Summary of the key legality
risks relevant to timber
supply chains from a country

— -
—_ -
— —
=0 Y

Country source types

to help |dent|fy the Legal Rights to Taxes and Fees  Timber Harvesting
legal sources of timber Harvest Activities
for a country

L L)

e m e
Overview of I"iSky Thitgigﬁtr;:ies‘ '_I'I_t;_:(ri]g;:rcg Traceability

species to help reduce

risks in the supply Risk mitigation
chain

_rl_r" Clear instructions on how to mitigate risks identified for
Key documents that can 7l a specific country

indicate legality of timber
sourced frgm aycountry =—] Comprehensive Risk Mitigation Guide and Document

= Guide




Risk assessments - development process
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Analysis of eagtof /.M@
these 21 sub-catepories *  Timber harvesting requistians

% Proteced st and speckm

#*  Enviranmental requirements.

®  Health and safety

®  Legal emplayment

Trade and transport @
Taxes and fees * Clamctionof specie, qunttes,
qualities.
Payment of rayalties and harvesting

¥ Trade and transport
®  Ofishare trading and transder pricing
®  Custam requistians

tanes
* omEs

®  Incame and proft taves

ights to harvest
®  Land tenure and management rights.
.
.

Cancession bEnses.

*  Due diligance and dus care

® Froe priar and infarmed consant
®  Indiganaus,tradiianal peagles rights

Management and harvesting planning
®  Harvesting permis

v v

" The legality assessment CONSIAErs the risk of illeg ality across
5 categories and 2 1 sub-categories

Thind parties” rights.
®  Custamary rights
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DEVELOP
the risk assessment
framework for the
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Develop assessment framework Select commodity and jurisdiction

Local experts pragare
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PCon and parners condus WERG
Trane Ing. edmng and sakehalder cansuitaton revises rick
il review - I

B Al W

Conduct quality Final stakeholder

assurance consultation and revision
~ B A
() + wpdate and =
! L B W o g g
P—
Ongoing maintenance Publication

~N

CONDUCT

risk assessments
+

CONCLUDE

\_

Legal rights

Taxes and

Timber harvesting

Third parties’

toharvest fess activities rights transport
B o
= R B m
r.z o g
ush OO o0 o0 eoe oee
indicators @ @ L ] » .0 L J LA X J
4
For each of the sub-indicators, we work out the proportion of
sources types that are low risk vs specified risk
0 1/2 3/4 1

&

3 of 4 source
types low risk

All source types
low risk

O

No source types 1 of 2 source

low risk

/‘ Total ponnts
8
X =
@ To X 100 42

No. of sub-indicators with
applicabe kegislation =

types low risk

CALCULATE

the score for each country
+

COLOUR CODE

(sub)catergories in the map

the risk for each of the sub-categories

Comprehensive...




Data sources for risk assessments

7

NEPCon

Field experience and reports
ours and others

Stakeholder
6 consultation
Multiple

EU FLEGT Process

input
Forest Legality Alliance
ELDIS regional country profiles
Government reports Justice and

on compliance tribunal records

Public summaries of
certification audits

Transparency International’s
Corruption Perception Index

Chatham House - Illegal Logging
INTERPOL

World Bank WGI

National statistical reports



7

How do we determine low or specified risk? NEPCon

Considered low risk Considered specified risk

Problems that are: Problems that:
 Temporary « Affects a wide area and/or causes significant
« Unusual or non- damage and/or continues over a long period of
systematic time.
Limited in their Indicates the absence or break down of
impact enforcement of the legal system.
Effectively controlled Is not corrected or adequately responded to

by monitoring and when identified.

enforcement by Has a significant negative impact on society, the
efficient and production of forest products and other services,
effective government the forest ecosystem and the people directly and
agencies indirectly affected by forest operations.




Risk assessments - timber NEPConK\

Mo data - FLEGT licensing country
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1. Quality management

NEPConk\

The Sourcing Hub contains extensive information about how to set
up your due diligence system (DDS).

The NEPCon DDS includes several templates that may be used to

ensure that systems and procedures are developed and
implemented effectively.

You can download all the tools and templates you need to set up a
due diligence system in your business on the Sourcing Hub.

= % . & T

What is due diligence?

=
‘Due diligence’ means taking reasonable care to avoid a negative outcome. In the case of the commodities we look at here:
L]
For timber, we mean minimising the risk that you are placing timber on the market that was harvested, transported or traded illegally in its country of harvest. We In

have adopted this definition because this is what the EU Timber Regulation requires companies that place timber on the market in the EU to do.



1. Quality management

NEPCon

 Download the full NEPCon Due
Diligence system on the
Sourcing Hub

 http://beta.nepcon.org/sourcing

hub/info/what-due-diligence

Coommodity Tool typs
~Any- W | [Any-

Coountry
Ay

DD-01 NEPCon Due Diligence
Guidelines

These guidefines provide step by step guidance
on how to implement 3 Due Diligence System
{DDS), including how to use the system's tools
and templates.

Downlead {1.17 M8)

DD-03 Paolicy template

& sample responsible sourcing policy that
covers legality and environmental and social
responsibidity.

Download (263.92 KB}

DD-05 Supplier Information Form

This form i= to be uzed with DD-08 to collect
nformation about your supplisrs and the
products/materis| they supply to your
arganisation. Your suppliers need to fil in this
form with as much information as possible.

Download (181.25 KB}

DD-07 Supply Chain Mapping Tool

Use this form to coflect and manage information
about sub-suppliers and socurces of specific

rz. It is useful in cases whers you need
additicnal supgply chain informiation from your

DD-08 Forest Legality Risk
Specification Guidelines

Detailed guide to conducting the risk
specification process.

Diowinle:ad (2.63 ME)

<

DD-02 Due Diligence Procedure
Template
A template that you can use as the basis for

your due diligence procedure. It needs to be
adapted to reflect your systems and realibies.

DD-04 Supplier Management Form

This form supports ywou to collect and evaluste
supgplier information. It facilitates entry of
relevant information sbout suppliers, sources
and products as well a5 relsted risks identified
using the risk identification checkist (DD-DE).

ad (232.28 KB)

DD-06 Supplier Information Letter

Lettar t2mplste to be uzad o ask for ional
nformation fror suppliers and their consant to
undergo menitoring by you or an appoint=d
auditing body.

ad (232.58 KB)

DD-08 Risk ldentification Checklist

Template to record risk identification results for
specific supply chains.

d {211.04 KE)

DD-10 Forest Legality Risk
Specification Template

Excel template ussd in the process of
specifying risks.

nicad (2.6 MB)



http://beta.nepcon.org/sourcinghub/info/what-due-diligence

1. Quality management NEPCon

NEPCon NEPCon\
‘ [COMPANY NAME] Responsible Sourcing
Policy
Version 3.0 Version 2.0 1. Commitment by the Management
Due Diligence Guidelines Due Diligence Procedure Template Eecbeatals ane scarcas T Iegal s wekl TMATAQEd Porests Hak e been aarted i

credible certification standards ancyor are from post-cansumer recyciad makeriss, AS 3
comerstene of that commitment, we will pursue 2 Responsible Sourdng Programme to
promct= the use 2nd marieeting of l=gal a2nd =nvironmentily respansible forest producks.

2. Legality
e are committad to saurdng anly ‘wood mataral that has bean produpsd, processed, and

fraded In compllance with applizble |egisation In the country wihere the tress wene
ariginally harvested, 25 well as along the entire supply chain.

By applicable legisiaton, we refer to the fiollowing types of |egisiation applicable to harvest
and trads of forest products. This dafinition |s intend=ad to meast iIntematianal requirements
such =< those adapted In the B Timber Reguiation, the US Lacey At and the ductrailan
Tl=gal Logging Frohibition Act:

Lsgad righis b hasreest:

1.1  Land tenure and management rights
12  Concession llosnses

12  Mznagement 2nd harvesting planning
14 Harvesting permits

Toes and fers

15 Payment of tawes, royalties and harsesting fees
ZZ  Value-added tawes and other sales tawes

23  Ircome and profit tooss

3. Timibeyr haresching actiiiec

31 Timber harvesting regulations
1z Prokected Sibes and spades
3.2 Environmental reguirements
34 He=alth and safety

35 Legal employment

S L S LA 4. Thirl prties” rights
41 Customary rights

'A ﬂ " m 2z Free, Priar ang Informesd Consent (FPIC)

UKaid UKaid 4.3 Indig=nous and Tracitianal pecples’ rights

o Bt o e

. 5. Trade and transport

Wk i b b kel by NPCE0 30 2 T o (RO “Suppiriiig gl Wb T 10 D s st Loy N 0 & i TR il "ol ool k™ Mot Ly the L peigamces if the 5.1  Oassification of spedes, guantities and quaitiss
RrRpim. kit ndl LI S frac iholX guivatins, 3 onll & the frajed "Rapdaabls- Sour p— & U (o L LI gt 2 avll 2 The GoopT Smpondts & £ o, Piln (N e W 5.2  Trads and rarsport
fuknd Ly BANCA, My o Feomgn MITabs of ot Tt by SANE, Mty Cf g AT o Ooanah 52  Offshore trading and transfer pridng
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Inform suppliers of DD
requirements & request

supply chain info
(DD-06)




2. Information gathering

NEPConk

« For informing suppliers of
information needs

« For requesting information
about supply chains

« Consent form to secure access
to evidence, audits & testing
materials

Supplier Information Letter (DD-06)

[FLACE AND DATE]

[DOMPANY HAME AND ADDRESS]

[SUPFLIER. HAME AND ADDRESS]

Subject: Access to Information about
Timber Supply Chains

Dear [RECIPIENT MAME].

I am writing Lo you regarding our work to me=l the requirement= of the EU Timber
Regulaticn.

&= you may know the EU is implementing the EU Timber Regulation (Regulation [EU) No
‘985/2010} of the Evropean Parliament and of [he Council of 20 October 2010 laying down
the obligetions of operators who plece timber and timber products on the markel. The
regulation seeks to counter Che frade in illegally harvested timber and timber products
through thres key cbligations:

1. It prohidits the placing on the EUJ market for Che first time of illegally harvest=d
timber and products derived from such timber;

2. EU operators and traders must keep records of their suppliers and customers.

3. EU cperators who placs timber produects an the EU market for the first time must
mxercise "due diligenoe’.

Since we= are purchesing wood produects from your company we ars required by the
regulation fo secure zccess o information de=criing the Gimber and Gimber produects,
country of harvest, species, gquanlity, defails of Che supplier, and information on
complisnce with national l=gislation. [o assess The sk of ill=gal timber in this supghy chain.
ba=ed on fhe information identified above and (aking.infn.accoupl criferia =al oul in the

regulatian.
W= ar= now writing to se=k your cons=nt to;

#*  Provide sdditional informalion about the malerial we gpurchass from your
company. This will help us in s=curing acce=s to the relevant information about
our products required under the EUTR.

[WHERE ADDITIONAL INFORMATION IS REQUIRED ABOUT SUPPLY CHAIMN{S),
THE FOLLOWING SENTENCE CAN EE ADDED:]

Te allew us to evaluale our supply of timber and/or paper products, we request
that you complete the attached exced she=t [ENTER NAME OF THE EXCEL FILE
{DC-05]], providing information about the produects you ==l to ws.




2. Information gathering NEPConk\

Inform suppliers of DD
requirements & request Record supply chain
supply chain info info (DD-04)
(DD-06)




2. Information gathering

NEPCon

e Excel master document

e For systematic recording of all suppliers & supply chain information

e Helps identify gaps in information
e Document risk conclusions

[ORGANISATION NAME] Supply Chain Overview

Supplier Supplier Supplier SUPPLIER Certificatio Product
I name country wvernfication/ n code I

certification
- | - | |~ | [~ | - |

PRODUCT
EU Product verfication Component or Component
Group =ingle materal descrniption

Erter the Enter the names of Erter the country | Select the tupe of Erter the Ernter the Erter the description of Selecttherelevant | Selectthe tupe of [ IF more then one If 2 componesnt

mame or I0of | supplisr im which the certificatioriverificat| certification code | product IO the product or EU cuistoms product | certific ationd component is used per | product, note the twpe
the first tier supplieris based |ion spplicable to the | of the supplisr componesnt. This should |cods. if spplicable. | werification product, please of component in each
suppli=r. SUPPLIER. montain imformation that applizabls to the | indicats thi lir=.

canidentify the product. PRODUCT, if selecting
applicable. andgot

Species
{scientific

name) u

Enter the

scientific name of
the speciss.

Species (trade
name)

Enter the trades name

of the speciss.

WVolume

Enter the
walume
purchased
during the last
12 months

This document 15 the prnincipal record for cataloguing supply chain information from all supphers and recording risk assessment and mitigation actions as part of the LORGANISATION NAME] due diigence system.

Country
of harwvest

Sub-
national Harwvest
region of concession

harvest H {if I-cnowu info
H known

Enter the

ouantry of
HARWEST of
the material.

Erter Erter location Do wic
imformation aof harvest, if acce
about the krow m. inforn
region of abou
hareest. if chair
krown. prod

Supplier Management form (DD-04)
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Inform suppliers of DD
requirements & request Record supply chain
supply chain info info (DD-04)
(DD-06)

Analyse info and
identify gaps

Request any missing
info from specific
supplier (DD-05)



2. Information gathering NEpcO“\\

e Collect missing information from specific supplier

e Provides supplier an overview of current information in order to make clear
where gaps exist

e Supplier completes sheet and returns missing information & supporting
evidence

1. Product Information 2. Information about origin 4. Agi o ials included?
Product |EU Product| PRODUCT | Component or Species [scientific name) Species (trade Country of Sub-national region of Harvest concession (if Image NEPCon Comnments
typeldescri | Group verification? | single material narme) harvest (if harvest (if known) krown)
ption certification known)

. . 1 FIRFROM GUIZHOU
1 China Fir

1. Cunninghamia lanceolata, PROVENCE
z 2. Eucalyptus
2. MDF(Eucalyptus,pinus,and e 2. MDF:FROM FUJIAN
: species, Pine ) ) )
other mixed woods), 2 PROVENCE 1 No Cunninghamia lanceolata in
10194021 (940330, 940 .. Component ) species, other China ‘ 2
3. Plywood(Populus 3. LAMINATE the image.
unknown species
spp.plywood with Pinus spp BOARDIPLYWOOD:FROM

3. Pine specie(s) +
veneer) GUANGXI PROVENCE

Poplar specie(s)
e 2 ¢ L
|

ﬁ L Supply Chain Information Form (DD-05)
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Inform suppliers of DD
requirements & request
supply chain info
(DD-06)

Record supply chain
info (DD-04)

Where necessary,
map supply chains
(DD-07)

Analyse info and
identify gaps

Request any missing

info from specific
supplier (DD-05)

Analyse info and
identify gaps




2. Information gathering NEPCon

e Where necessary, map the supply chain back to source
e Information on each upstream supplier can be entered
e Including name, address, type of company, certification

MateriallProduct:

1D:

Supply Chain Detail

Tier Supplier Name Type of entity Material Type i Material Certification code of supplier Location Contact information Supporting Documentation

catio  [if applicable)

See GUIDE tab Enter the name of the supplier. Enter the type of entity for Enter the material type. Enter the names of the | Enter the type [ Enter the certification code for the Enter the location Enter relevant contact details for the supplier.| List documentation [or ather information) to support the information i
supplier. species in each product [ of applicable certification. [country, region, address]
[hogsz, = awn timber, planed certificationfuer of the supplier. [zontact person, email, telephone]
[primary manufacturer, timber, veneer, plywood, FOF, ification, if
secondary manufacturer, chips, et.] applicable.
forest manager, trader, etc.)
- - - - - - - - -

Supply Chain Example

#1Supply contract with components Factory [price information covere
1 Components Ltd Secondary Manufacturing Furniture parts Quercus mongolica Mo MA Vietnam #2 Invoices and delivery notes far supply of £awn timber

#1Business registration of sawn mill
#2 Supply contract with forest

2 Sawmils Lkd Sawmill Sawn Timber Quercus mongolica Mo MA China, Jilin 8 et 2] AR e e Sl o S iy
#4 Transport lizences
#1Invoices [price information covered] to Sawmill
Forestry Inc: Forest Enterprise Logs Quercus mongolica Mo MA Fuzsia B U [FEEEs

#3 Harvest licences
#4 Approved Management Plan

Supply Chain Mapping Tool (DD-07)
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Inform suppliers of DD
requirements & request
supply chain info
(DD-06)

Record supply chain
info (DD-04)

Analyse info and
identify gaps

Where necessary,
map supply chains
(DD-07)

Analyse info and
identify gaps

Request any missing
info from specific
supplier (DD-05)

Analyse info and
identify gaps
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e e e R L T snrlugs < oan

®

Select country of ongin here 9

China Timber Risk Profile o

D

Toolbox w

s B & in
D == /0 == /0=" >

Risk Score: 67

This page provides an ovennew of the legality risks raiatad 10 timber produced in China.
Forests cover about 21% of the country, of which:

e 3% is bamboo forest
o 54% is natural forest iwhether bamboo or not)
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Corruption Perception
Index

Score: 40/ 100 in 2016

Rank: 79 out of 176
countries in 2016

o

Bans and restrictions

A moratorium on
commercial harvesting
from state owned natural
forests was put in place in
2016 and extended to all
natural forests from the
beginning of 2017. By the
end of 2017, no logging in
natural forests will be
allowed. Forest
maintenance is allowed
and timber from this can be
sold legally.

@

Armed conflict

There is an unchanging
conflict status in China
because of territorial
disputes in the sea and
secretarian

conflict, according to the
Council on Foreign
Relations' Global Conflict
Tracker.

According to the Uppsala

Conflict Data Program
there were 5 deaths from

2010-2016.

\J}

(F24 )

CITES species

CITES appendix II:
Dalbergia spp. and Taxus

spp.
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In the Information Gathering tab (1), there

the source types in a country:

Timber sources

- Find out the different sources of legal timber

« Determine which source type your timber comes from

« Find out the main documents that can be used to indicate legality throughout the supply chain

Description of source type

Plantations

Natural
forests

Bamboo
forests

Timber from commercial plantations. These can be collectively, individually or corporately owned commercial plantations, and are mostly state
managed. A harvesting permit and logging permit application is required. The is the primary source of timber in China.

Timber from forests planted for other purpose, such as fruit trees, are known as economic forests. When the forest has no yield, it may be cut as
materials for forest products. A harvesting permit, logging permit application and forest tenure certificate are required.

State owned natural forests are not a source of timber, except for:

« Timber from tending.
« Timber from natural forest managed by collectives, individuals or corporations. Though not that the logging ban is increasingly implemented
though contracts with forest owners.
Protected forests (Class |ll) are a limited source of timber. They are state or collectively owned, and include natural and planted forests. A

Harvesting Permit, logging permit application, forest management plan, logging plan, regeneration certification for previous year, forest tenure
certificate and the approval of local, provincial and state governments are required.

Timber from trees/bamboo planted around farm houses and households.

Bamboo forest refers to advantageous bamboo species, generally including timber bamboo forest, shoot bamboo forest and timber-shoot bamboo
forest. Harvesting permit (in some provinces) and logging permit application (in some provinces) are required.

IS a clear description

of
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What do we mean by ‘source type’?

« Forests in a country may face different levels and types of
risks of illegality.

 Where the risks differ between different types we identify
them.

 The different features of forests that we consider:
v'Forest type
v'Location
v'Legal status
v Ownership
v Management




2. Information gathering
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Key Documents

A a n Ove rV i eW Of t h e key These are the main documents used to indicate legality.

Our Document Guide gives examples of what these documents look like and what sections you need to check.

documents for that country:

Forest level

Trade and transport

Export and custom

I

« Business registration certificate

« Forest tenure cerificate

Harvesting permit

+ Forest management plan

Training Records for safe operation
Records of social Insurance

« Work permit for special occupations
« Accident records and related administrative procedures and measures

« Employment contract

« Delivery note

Transportation permit

= VAT invoice

Supply contract (applicable only to state owned)

Sales receipts (applicable only to forest farm)

Processing permit

Business registration certificate

Tax registration certificate

Import to China

« Commercial Invoice

Packing list

Bill of lading
« Certificate of origin (if applicable)

Phytosanitary certificate

Export from China

« Customs declaration registration approval certificate for customs declaration company

« Customs declaration registration approval certificate for consigner and consignee of import/ export goods

« Phytosanitary certificate
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...and you can download the Document Guide to find out more:

NEPConK\

ature (rsmomy ond Povie (om0

®

Toolbox

Timber Risk
Asossiment

Select count

China Tinr

g HR

o= o= |

NEPCO}\

Frefzrred l((j Nature™

Version 1.0 | April 2017

China Document Guide

e
ukaid

from the British people

This publication has been developed with support from the LIFE programme of the European

Union and UK aid from the UK government.

—

Example of forest tenure certificate
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« In the previous step, you secured access to information on your
supply chains.

 Now, you can assess the risk associated with those products.

® ® ©,

Information Gathering Risk Assessment Risk Mitigation
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In the Risk Assessmenttab (2), there is a summary of the risks identified
at a country level. They are divided into the five areas of law relevant to
the EUTR:

O, ® ® 0

Risk assessment summary

Legal rights to harvest Risk of lack of registration and tenure certificates (applicable only to collective forest plantation only)

Risk of conflicts in relation to land rent (applicable only to collective forest plantation only)
L

Risk of lack of management plans and failure to meet the requirements for drafting management plans (applicable on to state-

owned forest management enterprises)

Risk of harvesting without permit and unlawful issuing of harvesting permit

Taxes and fees

-
- Risk that value-added taxes (VAT) are not paid appropriately
~—"‘.‘—‘..a

Timber harvesting

activities = Risk of lack of use of safety equipment
o = Risk of lack of employment contracts
ﬂ « Risk of lack of social security payments
Trade and transport
-R » Mis-/under reporting on customs declarations
o o
Tracability

Risk of false declaration of origin
Risk of timber mixing in production and trade



Timber Risk S

This report contd
sub-categories 0

The Timber Risk
concern legal rig
transport.

For Taxes and
law (1.6).

For Timber Harv

exacerbated by

Timber sou

There are three
originates from i
legislation and h|
have analysed tl

This matrix summarise:
report.

Legal Category

Legal rights to
harvest

Taxes and fees

Timber

harvesting

activities

Trade and

transport

Diligence/due
care procedures

Taxation Registrati
& 2. Available at:

12) Regulations Gove!

13) Land management
August 2004. Avail

All the provinces shall ap
to ensure the right of la

1.1.2. Legal authority

« State Forestry Admin|
for the laws about fo

State Administration
Administration and

« State Administration

1.1.3. Legally required d
Numbers below refers to|

8) Administration Measu
December 2000 -

* Forest Tree and F|

10) Company Law of the
2006 - Article 6-9:

« For companies leg
addition to the ab

« Business Registra

11) Taxation Registratio
and 2:

« Tax Registration (

1.1.4. Sources of
1) Chatham House. A
2) ELDIS regional and

3) Environmental Invg
international.org;

Greenpeace (2005). In
Available at:
http://www.greenpeace|
005/investigation-app-

Blog.sina.com.cn (N.Y.)
Available at: http://blog
July 2015]

Ping, L. (2014). Large-.
Recommendations. Was
Available at: http://w
acquisition-for-app-fore]
[Accessed 3 November
Ping, L. and Xiaobei, W
China: Status, Issues, 3
Resources Initiative, pp
http://www.rightsandre|
enso-in-south-china-
2015])

Kram, M., Bedford, C.,
Wang, Y., Yu, G, Yu, Q
Guide to Land Use, Lan
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1.1.5. Risk determination
Overview of legal require

The Constitution, General Pri
that forest resources are ow
according to laws. There are

(i) State-owned fo
(ii) Collectively ow|

included in forestry land subject to planning. This could be considered a potential
risk. However, these non-forestry lands are included within land use rights
certificates, which can serve as evidence that the certificate holder owns the use right
of land and the right to use the resources on the land. At any rate, to safeguard the
interests of farmers, China now allows the issuing of forest tenure certificates for
forest on non-forestry land, and some cities or provinces have been implementing
the policy.

Risk Conclusion

Based on the available information, the risk in this category has been generally assessed
as Low at the country level. However, also based on the available information, risks in
some southern provinces in China persist and can be assessed as Specified, including:
Hainan, Yunnan and Guangdong. The risks are reflected in two aspects: 1) some
collective forests are not registered or issued with forest tenure certificates; and 2)
harvesting on non-forestry land.

1.1.6. Risk designation and specification
Low risk:

China

Specified risk:

Commercial Plantations in some areas in Hainan, Yunnan, Guangdong and possibly other
provinces within the Southern Collective Forest Region (Hunan, Jiangxi, Fujian, Zhejiang,
Hubei).

1.1.7. Control measures and verifiers

* Harvesting permit may be used to confirm the ownership or tenure.

« In areas with land tenure conflicts: Consultation with neighbors, local communities
and other stakeholders shall confirm that land tenure rights are clear and - where
applicable - lease of the land has been agreed by all the land owners.

Contractors shall have a valid forest land contract signed by all land tenure owners
involved in the area.

Contractors leasing forest land shall hold the forest tenure certificate (or similar
document) to show the tenure transfer registration.

Stakeholder consultation shall confirm that the legal status of the operation or rights
for conducting the established activities are not subject to court orders or other
legally established decisions to cease operations.

Valid business registration documents (Business Registration Certificate and Tax
Registration Certificate) shall exist for companies.

1.2. Concesslon licenses

Legislation regulating procedures for the issuing of forest concession licenses, including use of legal
methods to obtain concession license. Especially bribery, corruption and nepotism are well-known
Issues in connection with concession licenses. The intent of this indicator is to avoid risk related to

9 Timber Le 10 Timber Legality Risk A 12 Timber Legality Risk Asseq 16 Timber Legality Risk Assessment - China
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2. Risk assessment NEPConK\

Additional tools to assist with the risk assessment
process:

Annex 2 of The Due Diligence Guidelines introduces the risk identification process.

Risk Identification Checklist Template provides a template to conduct risk
identification on specific supply chains.

« Record the risk conclusion in the Supplier Management Form to provide an overview
of risk across all supply chains.

« The Supply Chain Mapping Tool can be used to record supply chain information at a
detailed level.

« Annex 3 of The Due Diligence Guidelines provides guidance on how to specify risks

« The Certification System Evaluation Checklist can be used to record the certification
scheme assessment.
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The Risk Mitigation tab (3) includes the downloads for the supply
chain mapping tool and a complete Risk Mitigation Guide, specific to
the country

Mitigate the risks in your supply chain

Learn which actions we recommended to mitigate the risks associated with the timber sources from China.

Mitigation recommendations
We have two tools to help you mitigate risks for Chinese timber supply chains:

« the Risk Mitigation Guide gives you a detailed overview of risks in China, and how to mitigate them.

¢ the Document Guide provides you with a list of all required documents and examples of key documents and how to use them in mitigating risks.
The tools above give you the most information. Below is a summary of our six recommended actions to mitigate the risks associated with timber sources from China.
1. Fully map your supply chain

¢ Our supply chain mapping tool can help you do this.
2. Obtain and verify documents

« Forest level documents
o Business Registration Certificate and Tax Registration Certificate
o Contract
o Forest Tenure Certificate
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NEPCon

Q
NEPCon

Fre[erred by Nature™

Version 1.0 | May 2017
China Risk Mitigation Guide

Timber

This tool has been developed by NEPCon with support from the LIFE programme of the European
Union and UK aid from the UK government.

NEPCO}\

Preferred by Nature™

Customs Regulations

Indicator of
. legal
Applicable to compliance

Mis-/ under All timber sources Products shall be
reporting on correctly classified
customs (type, HS customs
declarations code, species,
quantities,

qualities, etc.).

How to verify legal

compliance (verifier)
Potential mitigation actions

Find relevant key document examples in the

Review and verify documents e Customs Declaration Registration Approval
Check information on all import/ export Certificate

documentation (including Customs Declaration e  Phytosanitary certificate (where applicable)
Registration Approval Certificate and

phytosanitary certificate (where applicable))

and verify that information corresponds to

material received.

13 china Forestry Risk Mitigation Guide | Version 1.0




4. Risk mitigation NEPCon\

Example of Customs declaration registration approval
certificate for customs declaration company

k\ | 3> erg - I N
NEPCon e

 Customs Declaration Registration Approval Certificate

Preferred by Nature™

Example 14: Customs declaration

P ABLEEEGRELE

registration approval certificate for custor|  sssesss o maCaSRR 1000

declaration company ———— | companyname ‘
Version 1.0 | April 2017 e — J v [ e
China Document Guide (Registration form of external trade proprietor) T s

et (@3 5
% Applicable to: Forest entities who export timber to other countries RERX ':x' :
R 59518667 KRR 59518636
Purpose and content of document: All entities that have import and export busines ...,;, o8l /| mFam T

. [ HREN G
Document issued by: Ministry of Commerce THINARARE | —
This publication has been developed with support from the LIFE programme of the European LNRA DA BRFE)
R N Signature/Seal required by: Local branches of Ministry of Commerce
wx

should register at Ministry of Commerce of China to obtain the right toe import and

export. The registration form shows that the holder has the right to legally import IRREZNEN |y 199920 ERAK2ES
export. The contents of the registration certificate are: name of the entity (both Er REDRIHRLNC LERRSUTA
and Chinese names), address, organisation code, contact information, business BUREARANE | pmuw ! HRENS ] 5010319 HORIRH1Y
registration code etc. =
amae | REFRENL R l R

Holder of document: Forest entities exporting timber to other countries

Key conslderations when checking the document:

O Is the name the same as on the business registration certificate?

O Is the business registration code the same as that appearing on the business
registration certificate?

O Is the information in the custom registration system:

HENBIHREAMNN (BE) 2ERTMEINS (RIERNA) ZWABUTAF

2R REA S |

RRAWENE, HIEY: ooe'ann}

MENAURESARNO LS. FHCURTREALTATOARASET NS,

Seal of issuing authority
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IES LI
Country Risk Mitliz;:tion bocument aPI;ﬁE::&e
page Assessment Guide Checklist legislation

China, Hondu ras, Liberia BWEEIZIENL Now available Now available Now available Now available
Ghana and DRC WAYEZIE:E Now available Now available Now available

Other 57 countries BEIZIE)E Now available Coming soon Coming soon



Language versions

Code

DD-01

DD-02

DD-03

DD-04

DD-05

DD-06

DD-07

DD-08

DD-09

Name

Due diligence guidelines

Due diligence manual template
Responsible sourcing policy template
Supplier management form

Supplier information form

Supplier information letter

Supply chain mapping tool

Risk identification checklist template

Risk specification guidelines

<. French

<. |German

<. Spanish

<. | Portuguese

<. |Estonian

<. Latvian

<. |Lithuanian

<. |Romanian

<. |Hungarian
<. | Polish

Chinese

Russian

Viethamese
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Language versions

Code

DD-10
DD-11
DD-12
DD-13
DD-14
N/A
N/A
N/A

N/A

Name

Risk specification template

Due diligence guidelines for FMEs
Due diligence procedure template for
FMEs

Certification system evaluation
template

Product statement

Supplier relations leaflet
Retailers leaflet
Timber Testing article

Fake documents article

French

.\/

German

Spanish

<<

Portuguese

Estonian

Latvian

Hungarian

Lithuanian
Romanian

<<
<<
<<

vV oV Y

Polish

<<

Chinese

Russian

Viethamese
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K - @creative NEPCon has adopted an “open source” policy to share what we develop to

Commons advance sustainability. This work is published under the Creative Commons
NE Attribution Share-Alike 3.0 licence. Permission is hereby granted, free of

- charge, to any person obtaining a copy of this document, to deal in the
: document without restriction, including without limitation the rights to
FPreferred by Nature™ use, copy, modify, merge, publish, and/or distribute coples of the
document, subject to the following conditions: The above copyright notice
and this permission notice shall be included in all copies or substantial

- portions of the document. We would appreciate receiving a copy of any
TI E U T. I modified version
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The EU Timber [ "egulation Fake f
Regulation

What is the EU Timber Regulation and what does it reg

Use this leaflet to find out more, including what produ D O C u I I l ( ! I I tS
carry out due diligence on, and how to do the due dilig

(’\ EUTR Guiding Leaflet no. 1
Are you required to carry out due diligence on the tin <:’) o
this leaflet to find out how to get all the information § I‘i/ Published March 2017
your suppliers while also maintaining good relations y

(@ EUTR Gulding Leaflet no. 2

Published May 2017

(V Thematic article series no. 2
A{/ Published July 2017

The European Commission support for the production of this publication does not constitute endorsement
of the contents which reflects the views only of the authors, and the Commission cannot be held
responsible for any use which may be made of the information contained therein.

This material has been funded by UK aid from the UK government; however the views expressed do not

Timber Trade” funded by the LIFE programme of the necessarily reflect the UK government’s official policies.

AT Developed by NEPCon under the project “Supporting Legal
s European Union and UK Aid from the UK government.
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