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How has the EUTR developed over the last four years?
« Competent Authority enforcement

« NGO campaigns

« Company implementation
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Enforcement



Enforcement activity

» Inconsistent across member states

« Some competent authorities have been
more active - e.g. Denmark, UK and
Germany.

« Audits are taking place in most of the
member states.

« Competence of Competent Authorities
are growing.
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Enforcement activity Nepco}\

« UK CA microscopic wood anatomy testing project on Chinese plywood.

« Skogsstyrelsen, the Swedish CA, fined Almtra Nordic 17,000 Swedish
krona (approximately 1800 EUR) Teak from Myanmar (October 2016)

 Danish CA requires 7 Operators to improve due diligence on Burmese Teak
(more inspections in BE, IT, NL, SP, UK)

« Dutch CA sanctions Fibois BV over purchase of Azobe (Lophira alata) from
Compagnie de Commerce et de Transport (CCT) in Cameroon upheld by
Dutch court (potential fine for future issues = 1800 EUR / m3) (May 2017)

« German court rules that German CA (BLE) was correct to confiscate Wenge
timber imported in 2013 from DRC, due to falsified documents.



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/402325/Chinese_Plywood_Research_Report.pdf
https://eia-international.org/sweden-prosecutes-myanmar-teak-trader
http://www.nepcon.org/denmark-myanmar
http://forest-trends.org/blog/2017/06/07/dutch-court-ruling-helps-curb-illegal-timber-trade/
https://www.unep-wcmc.org/system/comfy/cms/files/files/000/001/054/original/Briefing_note_April_2017-May_2017.pdf

Enforcement project - UK Nemonk\

National
Measurement

Fremen Office

In February(1 2015, the UK CA released a
report on the Chinese Plywood
Enforcement Project.

Why Chinese plywood?

- High value veneer & low value core
« Complex supply chains

* Cheap

« High risk of corruption

« Evidence of illegal timber being imported
into China

EUTR:
Plywood imported
from China




Enforcement project - UK

14 out of 16
companies supplied
an

(88%)

Further issues arose
with testing...
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Company Face declaration Face tested Core declaration Core tested
1 Palaguium Palaguium Eucalyptus Eucalyptus
Poplar
2 Betula Betula Eucalyptus Kedongdong
Pine
. _ Poplar Poplar
3 Sapeli Sapeli
Elm
. _ Poplar Poplar
4 Palaguium Palaguium )
Eucalyptus Kasai
. . Poplar
5 Bitangor Palaguium Poplar
Eucalyptus
& Lotofa Sapeli Poplar Poplar
7 Beech Beech Eucalyptus Eucalyptus
g e | O . - Eucalyptus
ucalyptus zigo uca us
ve - vP Poplar
Phenolic
9 - . Poplar Poplar
resin
10 Sapeli Sapeli Poplar Poplar
Poplar
11 Palaguium Palaguium Eucalyptus Pulai
Red Meranti
. Eucalyptus
12 Eucalyptus Bitangor Eucalyptus
Poplar
. Kasail
13 Bitangor Bitangor Poplar

Medang




Timber testing NEPCO%

« “Testing has become an essential tool in EUTR projects as it
allows... to establish if a potential offence has been
committed.”

UK CA

* A due diligence SKstem cannot be considered appropriate if
the product on which it focuses does not contain the species
that researched and risk assessed within it.

Photo: Exoma DB TRATA



Timber testing NEPConK\

DNA analysis to identify origin

dX OoubleHelix I

The White Oak Lottery: UK Mystery Sk _ o
Overall results, all samples (by continent of origin)

Actual origin, % of white oak samples

* More than half of
white oak product
samples declared
as “U.S. white oak”
were not from North
America at all

via aoumeﬁelixtrac!ing.com |

W Asia ® North America W Eurasia W Europe



http://www.forestlegality.org/sites/default/files/White_oak_mystery_shopping.pdf
http://www.forestlegality.org/sites/default/files/White_oak_mystery_shopping.pdf

Timber testing

Anatomy

Stable
Isotope

N\
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Identify species to genus level (e.g.
Quercus spp.)

Identify species to species level (e.q.
Quercus robur)
Identify geographic origin

Identify geographic origin



Timber testing NEPConk\

« When new product lines are introduced

« When there are concerns about supplier claims

« When products contain different components or species
« When a company in the supply chain is changed

« When testing by 3rd parties has shown species/ origin differs from
your claims




Timber testing
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https://www.illegal-logging.info/sites/files/chlogging/TimberTestingTechniquesNEPCon.pdf

Enforcement: penalties NEpcO}\

A person found guilty of an offence is liable:

« (@) on summary conviction; Fine up to £5,000 or imprisonment
up to 3 months, or both.

* (b) on conviction on indictment; (unlimited) fine or imprisonment
up to two years, or both.

Clarification from the CA:
“the offence may be applied to each individual piece of timber
within a consignment”



Enforcement: penalties NEpcO}\

§7

* (5) In the cases referred to in paragraphs 1 and 2, paragraph 3 (2) and (3) and
paragraph 4 (1%, the administrative offense maOy be punishable by a fine of up to 50,000
euro and, in other cases, a fine of up to EUR 20,000.

§8.
* (1) A penalty of up to one year or a fine will be imposed on anyone who:

1. commits a deliberate act referred to_in Article 7 (1) or (2) (1) and thereby obtains
from a gross self-interest for himself or another asset advantage of a large scale;

2. a deliberate act referred to in Article 7 (1) or (2) (1).
« (2) The attempt is punishable.

Not official translation



Perhaps more importantly...

NEPConk\

Confiscation of
supplies and disrupted
supply flow

Loss of buyers and
brand damage

QUIDATING THE FORESTS

HARDHOOD FLOORING, ORGANIZED CRIME, I
AND THE WORLD'S LAST SIBERIAN TIGERS 7+
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Perhaps more importantly...

Produced By |
Katherine Davis
Sam Hornblower

Lumber Liquidators

+ Indicator - Comparson 1d 5d 1m 3m 6m YTD 1y 2y 5y 10y Max mE>~ 20
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NGO Campaigns



How are NGOs involved? NEpcOn\\

« Raising profile of high risk cases in various countries
« Targeting specific companies

« Putting information in the public domain which Operators
should consider as part of their risk assessment

» Highlighting the dangers on relying on documents alone
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A REPORT ON THERESULTS OF TESTING SELECTED
RETAR PRODUCTS THAT ARENT COVEREDBY

THE EU TIMBER REGULATION

A brief history of
WWF

WWEF Scotland

About WWF Scotland >

WWF Cymru

About WWF Cymru

The Living Planet
Centre

Living Planet Report >

2014
Who we are
Annual Review

Annual Report and

Financial Statements

Other publications
Careers at WWF
Recent campaigns

Working with local
authorities

Working with
schools

Wildlife  Wild places Get involved

Our challenges

Home » About WWF » Press and media centre

>

About WWF
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Companies must check their wood is

>

legal, says WWF .........

> Join WWF

21 May 2015

N A WWF-UK study released today | aqopt an animal
some UK companies - including C

5 prove where their wood supply ¢ WWF's Earth Hour
unwittingly be buying products ¢
forests.

Campaign with us

Forest campaign

N campaign
Where does your
S wood come from?
Wood buying tips
> for shoppers
Wood buying tips
for businesses
> o
chairs, musical instruments, toys) Local authorities
> they were at least made from woc timber pledge
17 different companies were teste Businesses that
S have signed up
In nearly a third of the products s¢ 2015 Timber
> found that the wood was different Scorecard

nearly half of the companies were

from areas that experience high le St Personal about

climate change

Most of the companies were eithe

recaarrharc whare the winnd rams

Virunga campaign
Earth Hour

Great barrier reef

>

Businesses: join the

>

>

>

>

Forest campaign

Fundraising Events

Images source: WWF

Other ways to give

Chanan hosacsenss liven

S

Thanks for all your questions

Thanks for being the #VoiceOfTheForest - we were overwhelmed your thousands of questions to Fender

and Oak Furniture Land - proof of what we already knew - that you all care strongly about the connection

between the wood-based products you buy and the forests they come from.

The good news is that both companies are now taking us more seriously. Oak Furniture Land has even
agreed to meet with us. But we have a long way for both companies to go before we are satisfied. Rest
assured we will continue to ask both companies to take urgent action. Find out how you can help below.

Oak Furniture Land's response

They answered your questions with assurances
that the wood in all their products is legally
sourced (see below).

However there is no mention of whether they
source their wood from well-managed forests.

Fender's response

Fender did not answer your individual questions
(see below for the list we sent them), but sent us
a statement and said:

"....yes; Fender's wood sourcing practices include
extensive processes and protocols that ensure its
products are legally compliant and responsibly
sourced."



NEPCon

'FOREST CRIME FILE
JUNE 2015

The Amazon's | .
Silent Crisis:

CHAIN-OF~CUSTODY ~ COMPLETE
SANTA EFIGENIA

Nwwe:;\(

My ruI

SANTA

EFIGENIA

COMPANIES IN RED HAVE BEEN \M —-—-/ﬂ/
D THEIR TIMBER SUPPLIES

ARE COMPROMISED

The Amazon’s silent crisis: licence
to launder (Greenpeace, 2015)




An Industry Unchecked: o

Japan's extensive business with companes involved in illegal
and destructive logging In the last rainforests of Malaysia global witness

Photo: The Star Online

Chief Minister Tan Sri Adenan Satem:
“Some ... of course, not all ... pretend they
don’t know. The reason is simple: either
they are stupid, cowards or corrupt”

via Global Witness




A‘f‘ ;‘F THE STAR m Let us show you hu
AF- <" ONLINE PLAN & OWN you

Nation Home > News > Nation

MACC freezes 375 accounts worth
over RM560mil with links to
illegal logging in Sarawak

BY SHARON LING
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Company Responses



Company 1 NEPConk\

« Large furniture retailer based in Germany, Austria, Luxembourg
 Visited by German Competent Authority in 2014

« CA stated that inadequate due diligence information was provided to
justify low risk conclusion for two supply chains

« The company immediately halted
purchases from both supply chains
whilst investigation was ongoing



Company 1 NEPConk\

NEPCon assessment of two supply chains:

1) Teak furniture from factory in Vietham made from
plantation teak from Costa Rica; and

2) Acacia furniture from factory in Vietham made from
timber from Malaysia.

Desk based review of access to information, risk
assessment and justification.



Company 1

NEPConk\

Step 1: supply chain mapping

Tier 3 Tier 2 Tier 1
Forest Wood Trader Furniture
Management Manufacturer
Enterprise [ > (Vietham) [ 7|
(Vietnam)
(Malaysia)

—l

EU Furniture
Importer

(Germany)




Company 1 NEPConk\

 Single certified source > Acacia mangium plantation

 Certification at forest level %FM) and all along the supply
chain (CoC) - 3" party verified

« Access to information found to be good:
« Sales and purchase agreement for land
« Forest Management Plan
Clarifying letter from FD regarding payment of royalties
Transport documents & invoices
Import/export permits
Certification reports
Business licences



Company 1 NEPConk\

» Risk assessment and mitigation procedures generally
robust

« Weak procedures describing risk assessment of mixing in
supply chain
—->Company should clarify and document how supply chain

documentation and Chain of Custody (CoC) certification is used
to justify low risk

 [sotope testing to verify origin and microscopic testing to
verify species



Company 1 NEPConk\

 NEPCon concluded low risk of illegal
logging, trade and transport for both
supply chains

* Only weakness was written risk
assessment procedures

« Species and origin testing confirmed
conclusions




Company 2 NEPConk\

« Large furniture retailer based in the UK - deals in Oak and birch
furniture which they import to the EU

Have 4 suppliers - 2 of which are regular suppliers — with factories
in China and Thailand.

- Were visited by UK CA
- following the visit, they were issue

d
letter, requesting information on the DDS

wit? aw
place for the oak furniture. Y

he

 Contacted NEPCon to conduct an evaluation of their DDS



Company 2

Natural Forests
(Unknown)

Plantations
(China)

|

Natural Forests
(China ?7?)

Natural Forests
(China ?7?)

N\
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Timber Processor
PLYWOOD (China)

|

|

Natural Forests
(Russia)

Timber Processor
BIRCH (China)

Timber Processor

OAK (China)

|

Timber Processor

OAK (Russia)

Manufacturer
(China)

Furniture Retailer
(UK)

UK retailer considers:

« 959 of oak is from natural
forest in Jilin and
Heilongjiang (N.E. China)

5% from Russia



Company 2 NEPConk\

1. Insufficient information in_order to confirm Chinese origin.
Ellgrt1 probability of (illegal) oak supply from Russian Far
ast.

2. Document integrity in serious doubt:

« VALIDITY: not all documents were valid or issued by the competent
authority.

« COMPLETENESS: missing, erroneous and conflicting information.

« RELATION TO MATERIAL: connection between the documents and the
material throughout supply chain was not clear.

3. Russian supply chain documentation highly suspect.



Company 2 NEPConk\

Heilongjiang province
* No supply chain documentation provided.
- Heilongjiang implemented a commercial logging ban

in staté-owned torests effective April 2014 (so Supply,
at volumes stated, is suspicious).

Jillin province

» Only Harvest Permits with issue dates from 2012 &
2013 were available > question regarding their
applicability to the products purchased.

. Availlable permits for volumes insignificant to size of
supply.
« Permits specify the type of forest as simply ‘broad

leaved’, further lowering the volumes of oak which
could possibly be harvested under the permits.




Company 2

Russian-sourced Oa

K

 Oak Harvest contract dated 2002 on the 1st

& states a validity

period of 5yrs. Later. in the

page

N\
NEPCon

document, it states the validity is for 17yrs.

« Contract states composition as; 30% Spruce,
20% Birch, 20% Ash, 10% EIm &10% Aspen.
This only sums to 90% and Oak is not specified.

« Harvesting permits for volumes insignificant to
size of supply.

« Many spelling mistakes in some documents.

« CITES permit probably not related to supply
chain (different companies named on the permit).
g‘Quercus mongolica listed by Russia on CITES

nnex III on Z4th June 2014).




Company 2 NEPConk\

« Cease supplies from Chinese based supplier until appropriate
long-term risk mitigation actions are put in place.

 Collection of additional information about product verification.

« Sourcing certified materials — both major suppliers were FSC
CoC certified and the opportunity to source certified material
from them existed.

» Sourcing from low risk national/ sub-national regions - e.q.
France.

« Sourcing from Operators.



Sourcing Oak Products from NE China NEpcOn\\

' IDATING THE FORESTS
r‘fizlt\m FLOORING, o

1. Request current, accurate documentation demonstrating
legal origin. Do not rely solely on such
documents: ask probing questions of suppliers, conduct
site visits, consult with local, well-informed stakeholders.  ..ex

. Purchase certified materials.

3. Establish rigorous legality confirmation systems that
include field verification, 3rd party auditing & stakeholder
consultation. RS

4. Conduct timber testing to determine that the species and
origin match those claimed by suppliers.

5. If legality cannot be confirmed, avoid products made
from hardwoods that could be of Russian Far East origin.

N

via WWF



Documents NEPCO,,\\

"Is this enough?”
Wrong question!

1. Relevance: What does the information tell you
about risk of illegality?

2. Validity: Is the information genuine?

3. Relatedness: Does the information applyto —
your supply chain or shipment? — s
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Documents NEPCO}\

Checking for fake documents:

CARTEGORY
 Obvious mistakes DOGS AND PUPPIES
» Spelling mistakes and inconsistencies CATS AND KITTENS
« Formatting or text that’s more blurry than the rest || PR
« Check documents against an official database X :TI:I:s

« Check that information tallies across
« Use computer software to help check PDFs

CERTIFICATE OF ORIGIN

oo

The undersigned ____ =gy rahsessses
o - e e - e e i i s e - m = (DCIANES.
thal the lollowing mentioned goods shipped on 55 R

- [Hama o Ship)

SEPTEMBER 14, 2015 —

on the date ol .- _ g COnSigreid b
L e
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= 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
Attribution Share-Alike 3.0 licence. Permission is hereby granted, free of

N EPCO" charge, to any person obtaining a copy of this document, to deal in the

) document without restriction, including without limitation the rights to
Preferred by Nature™ use, copy, modify, merge, publish, and/or distribute copies 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
modified version.

Fake
Documents

Thematic article series no. 2

( V')
,‘() 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.

Developed by NEPCon under the project “Supporting Legal " 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.
European Union and UK Aid from the UK government.
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Documents NEPCO,,\\

Key challenge...corruption

\ R \%ﬁ; @ i

In countrles W|th hlgh level of corruption you can get any stamp
ahd any S|gnature - it is just a matter of payment.




Summary NEPConK\

From the Operators perspective:

* CA enforcement patchy but improving

« Enforcement and brand damage key driver of compliance

« Laboratory testing is a growing tool to verify legality claims
 NGOs are using the EUTR as leverage

« Access to supply chain information is key

« Evaluate documentation

» Lack of robust risk assessment is a still a weakness
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The End NEPCon

NEPCon Sourcing Hub was developed
in partnership with the Forest Stewardship Council

With support from

MINISTRY OF FOREIGN AFFAIRS OF DENMARK

INTERNATIONAL
DEVELOPMENT COOPERATION

ol
ukaid

from the British people

NEPCon Sourcing Hub is funded by UK Aid from the UK government , the LIFE programme of the European Union and DANIDA, Ministry of Foreign Affairs of Denmark.
Donors are not responsible for any claims or views presented in this material. The European Commission support for the production of this publication does not
constitute endorsement of the contents which reflect 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. The views expressed do not necessarily reflect the UK government’s or DANIDA’s official policies.



