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Operator’s Obligations recap

Placing on the market of illegally harvested timber 
or timber products shall be prohibited

Exercise due diligence through system and 
procedures

Maintain and regularly evaluate the due diligence 
system 
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3
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What is due diligence? 

…through systems and procedures enabling:
1.Access to information

2.Risk assessment 

3.Risk mitigation

“A ‘due diligence system’ can be described as a documented, tested, 
step-by-step method, including controls, aimed at producing a 
consistent desired outcome in a business process” 

Source: EU Guidance document



✓ Commit to legal sourcing
✓ Establish responsibilities & assure 

competence
✓ Establish procedures
✓ Initiate performance monitoring
✓ Define scope of supply chain & 

products

✓ Evaluate supply chain info
✓ Identify risks: 

• forest management  level
• supplier level
• risks of  mixing and 

substitution
✓ Specify risks where identified

✓ Record supply chain info:
• origin
• suppliers
• species
• legality documentation

✓ Collect additional supply chain 
info

Access to 
Information

Risk 
assessment

Risk 
mitigation2 3 4

Quality 
Management1

Mitigation options
✓ Additional documentation
✓ Replace supplier
✓ Source certified material
✓ Supply chain verification audits

What is due diligence? 



Launched August 2017… v1.0

www.nepcon.org/sourcinghub

http://www.nepcon.org/sourcinghub


Everything you need for due diligence in one place

SELECT
commodity

1

ACCESS
an overview map of 

sourcing risks
+

SELECT
country for details

2

VIEW
country detailed risk data
(e.g. risks related to each 

type of forest 
production…)

3

EXPLORE
a suite of country 
guidance and due 
diligence tools to 
mitigate the risks

4

http://beta.nepcon.org/sourcinghub


100+ free timber legality tools

Full Timber Legality Risk Assessment for 
all 62 countries 

An overview of the relevant laws in a 
country from the List Applicable 
Legislation 

Risk Mitigation guide to help identify the 
risks in the supply chain and what to do 
about them for a supply country 

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 

Country specific guidance Due Diligence tools

• Supplier Letters

• Due Diligence Guidelines

• Supplier Managing Form

• Risk Checklists

• Policy template

• Supplier Information Form

• etc.  



Risk assessments… 

The heart of the Hub



Risk assessments – development process

DEVELOP
the risk assessment 
framework for the 

commodity, e.g. defining 
(sub)catergories

CONDUCT
risk assessments

+ 

CONCLUDE
the risk for each of the sub-categories

CALCULATE 
the score for each country

+ 

COLOUR CODE
in the map

Comprehensive…



Legality category Legality Sub-Category

Legal rights 

to harvest

• Land tenure and management rights

• Concession licenses

• Management and harvesting planning

• Harvesting permits

Taxes & fees

• Payment of royalties and harvesting fees

• Value added taxes and other sales taxes

• Income and profit taxes

Timber 

harvesting

• Timber harvesting regulations

• Protected sites and species

• Environmental requirements 

• Health and safety

• Legal employment 

Third parties’ rights

• Customary rights

• Free, Prior and Informed Consent

• Indigenous peoples rights

Trade & transport

• Classification of species, quantities, qualities

• Trade and transport

• Offshore trading and transfer pricing

• Custom regulations

• CITES



Risk assessments – development process

DEVELOP
the risk assessment 
framework for the 

commodity, e.g. defining 
(sub)catergories

CONDUCT
risk assessments

+ 

CONCLUDE
the risk for each of the sub-categories

CALCULATE 
the score for each country

+ 

COLOUR CODE
in the map

Comprehensive…



Data sources for risk assessments 

Field experience and reports 
ours and others

Stakeholder 
consultation

Expert 
input 

Government reports 
on compliance 

Justice and 
tribunal records

National statistical reports 

Public summaries of 
certification audits 

Transparency International’s 
Corruption Perception Index 

EU FLEGT Process

Chatham House – Illegal Logging

ELDIS regional country profiles 

Forest Legality Alliance 

INTERPOL

World Bank WGI 
SOURCES

Multiple 
sources



How do we determine low or specified risk?

www.nepcon.org

Problems that are: 
• Temporary
• Unusual or non-

systematic
• Limited in their 

impact
• Effectively controlled 

by monitoring and 
enforcement by 
efficient and 
effective government 
agencies

Problems that:
• Affects a wide area and/or causes significant 

damage and/or continues over a long period of 
time.

• Indicates the absence or break down of 
enforcement of the legal system.

• Is not corrected or adequately responded to 
when identified.

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

Considered low risk Considered specified risk 



A Due Diligence System 



1. Quality management



• To provide a systematic 
framework for exercising due 
diligence and making it 
functional

• Enable systematic 
implementation and external 
evaluation of the system

UK Competent Authority (2015):

“…a lack of narrative explaining how 
the combination of document 
gathering, risk assessment and 
mitigation… enable the company to 
reach a conclusion of negligible risk”

Why are procedures needed?

1. Quality management



1. Quality management

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.  



1. Quality management

• Download the full NEPCon Due 
Diligence system on the 
Sourcing Hub

• http://beta.nepcon.org/sourcing
hub/info/what-due-diligence

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


1. Quality management



2. Information gathering



• Product type

• Species

• Origin

• Quantity

• Supplier (tier 1)

• Documents or other information 
indicating legal compliance

2. Information gathering

Supply chain 
information 

is key
Origin = Country, and if 

applicable, region or 
concession



2. Information gathering

“It should be stressed from the outset 
that collecting documentation must be 
done for the purposes of the risk 
assessment and should not be viewed 
as a self-standing requirement.”

Source: EU Guidance document

Important!



Supply Chain 
Documents

Information Sources

Lab Testing

Web searches

Reports 

(NGOs, Govt., CBs, 
etc)  Audits

Information 

Databases

Industry 
Knowledge

Stakeholder 
consultation

2. Information gathering



Inform suppliers of DD 
requirements & request 

supply chain info 
(DD-06)

2. Information gathering



• 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)

2. Information gathering



Inform suppliers of DD 
requirements & request 

supply chain info 
(DD-06)

Record supply chain 
info (DD-04)

2. Information gathering



• Excel master document

• For systematic recording of all suppliers & supply chain information

• Helps identify gaps in information

• Document risk conclusions

Supplier Management form (DD-04)

2. Information gathering



Inform suppliers of DD 
requirements & request 

supply chain info 
(DD-06)

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

Analyse info and 
identify gaps

Record supply chain 
info (DD-04)

2. Information gathering



• Collect missing information from specific supplier

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

• Supplier completes sheet and returns missing information & supporting 
evidence

Supply Chain Information Form (DD-05)

2. Information gathering



Inform suppliers of DD 
requirements & request 

supply chain info 
(DD-06)

Where necessary, 
map supply chains  

(DD-07) 

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

Analyse info and 
identify gaps

Analyse info and 
identify gaps

Record supply chain 
info (DD-04)

2. Information gathering



• Where necessary, map the supply chain back to source

• Information on each upstream supplier can be entered

• Including name, address, type of company, certification 

Supply Chain Mapping Tool (DD-07)

2. Information gathering



Inform suppliers of DD 
requirements & request 

supply chain info 
(DD-06)

Where necessary, 
map supply chains  

(DD-07) 

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

Analyse info and 
identify gaps

Analyse info and 
identify gaps

Analyse info and 
identify gaps

Record supply chain 
info (DD-04)

2. Information gathering



…and you can download the Document Guide to find out more:



3. Risk assessment



3. Risk Assessment

Objectives

• Identify where risks may 
exist in supply chains

• Specify risks to a level 
that enables effective risk 
mitigation.

• Evaluate the risk that forest products are:
• Illegally harvested,
• Illegally transported/traded, or
• Mixed with material with illegal or unknown 

origin.

??

?

?



3. Risk Assessment

Criteria shall include:

• assurance of compliance with applicable legislation which may include 
certification or other third-party verified schemes which cover compliance 
with applicable legislation

• prevalence of illegal harvesting of specific tree species

• prevalence of illegal harvesting or practices in the area of origin, including 
consideration of the prevalence of armed conflict

• UN Security Council or the Council of the EU sanctions on timber imports or 
exports

• complexity of the supply chain of timber and timber products



3. Risk Assessment

Negligible risk (low risk)

OR

Non-negligible risk (specified risk)

Risk conclusion



3. Risk Assessment

• Risk can be low but can never be absent

• No threshold is defined

• Operator must define the threshold when to mitigate risk

• There needs to be a clear and comprehensive justification for this 
conclusion

Key concepts



3. Risk assessment

• In the previous step, you secured access to information on your 
supply chains. 

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



3. Risk assessment

In the Risk Assessment tab (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:





3. Risk assessment

Additional tools to assist with the risk assessment 
process:

• Annex 2 of DD-01 The Due Diligence Guidelines introduces the risk identification process.

• DD-08 Risk Identification Checklist Template provides a template to conduct risk 

identification on specific supply chains. 

• Record the risk conclusion in the Supplier Management Form DD-04 to provide an overview 

of risk across all supply chains.

• The Supply Chain Mapping Tool DD-07 can be used to record supply chain information at a 

detailed level.

• Annex 3 of DD-01 The Due Diligence Guidelines provides guidance on how to specify risks

• The Certification System Evaluation Checklist DD-13 can be used to record the certification 

scheme assessment.



4. Risk mitigation



4. Risk Mitigation

If the risk of placing illegal timber on the market is not negligible, risk must 
be mitigated.

Risk mitigation measures may include:

• requiring additional information and documents from suppliers

• agreeing mitigation actions in collaboration with suppliers

• third party verification/certification

• Carry out supplier or forest verification audits to verify legal conformance

• replacing suppliers



4. Risk Mitigation

Identifying the appropriate action

• Mitigating measures shall address the specific 
risks identified

e.g. risk of lack of health & safety training for forest 
workers  request and verify training records, 
evidence of external audits 

• Justify effectiveness 

• Verify effectiveness



4. Risk mitigation

Good supplier 
relations is key

https://www.nepcon.org/projects/support-EUTR


4. Risk mitigation

Process can take different paths: avoidance or mitigation

Can the risk be avoided?

Risk identified

Avoid risk

Replace supply 
chain

Use certified 
material

Use noncertified, 
low risk material

Replace supplier

Control risk

Change 
procedures

Collect additional 
information

Collect additional 
documents

Conduct timber 
testing

Consult 
stakeholders

Conduct supplier 
audit

Yes

No



Information 
gathering

Assess risk
Mitigate 

risk



4. Risk mitigation



4. Risk mitigation



Country 
page

Risk 
Assessment

Risk 
Mitigation 

Guide

Document
Checklist

List of 
applicable 
legislation 

China, Honduras, Liberia Now available Now available Now available Now available Now available 

Ghana and DRC Now available Now available Now available Now available 

Other 57 countries Now available Now available Coming soon Coming soon



Language versions
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DD-01 Due diligence guidelines √ √ √ √ √ √ √ √ √ √

DD-02 Due diligence manual template

DD-03 Responsible sourcing policy template

DD-04 Supplier management form

DD-05 Supplier information form √ √ √ √ √ √

DD-06 Supplier information letter √ √ √ √ √ √

DD-07 Supply chain mapping tool

DD-08 Risk identification checklist template

DD-09 Risk specification guidelines



Language versions
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DD-10 Risk specification template

DD-11 Due diligence guidelines for FMEs √ √ √ √ √ √ √

DD-12 Due diligence procedure template for 

FMEs
√ √ √ √ √ √ √

DD-13 Certification system evaluation 

template

DD-14 Product statement

N/A Supplier relations leaflet

N/A Retailers leaflet

N/A Timber Testing article √

N/A Fake documents article
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