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1. Forest Law Enforcement Governance & Trade



FLEGT: EUTR & VPA

Incentive

-
Forest Law Enforcement
Governance and Trade (FLEGT)
Action Plan
(2003)
\_

Instruments

-

Voluntary Partnership

Agreements (VPA)

Reinforcement

r

European Union Timber

\

Regulation (EUTR)
(2013)

Main Features

(Bilateral trade agreements
between the EU and selected
producer countries

- Not a legislative act but a
voluntary agreement

- If ratified, they become legally
binding

\. J

4 )

- Focuses on EU importing
countries (European operators)

- A legislative act under which
EU operators are held
accountable

. J
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FLEGT Licensed timber

Implementing:
Cameroon, Central African
FEepublic, Ghana, Indonesia,
Liberia, Republic of the Congo

. MNegotiating:
Cate d'lvoire, Democratic
Fepublic of the Congo, Gabon,
Guyana, Honduras, Laos,
Malaysia, Thailand, Vietnam

- Informing:

Bolivia, Colombia, Ecuador,
Guatemala, Peru, Philippines,
Cambodia, Myanmar/Burma,
Papua New Guinea, Solomon
Islands, Sierra Leone

. European Union



EUTR Due Diligence requirements NEPCO}

Require

Implementing:
Cameroon, Central African
Republic, Ghana, Indonesia,
Liberia, Republic of the Congo

. Negotiating:
Cate d'lvoire, Democratic
Republic of the Congo, Gabon,
Guyana, Honduras, Laos,
Malaysia, Thailand, Vietnam

- Informing:
Bolivia, Colombia, Ecuador,
Guatemala, Peru, Philippines,
Cambodia, Myanmar/Burma,
Papua Mew Guinea, Soloman
Islands, Sierra Leane

. European Union




For more info on the FLEGT VPA... Nepco}\

https://www.youtube.com/watch?v=FY-9pdzTelE&feature=youtu.be
http://www.euflegt.efi.int/es/home
http://www.flegt.org/



https://www.youtube.com/watch?v=FY-9pdzTeIE&feature=youtu.be
http://www.euflegt.efi.int/es/home
http://www.flegt.org/
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2. Indonesia



Indonesian timber products NEpcO"\\

« Indonesia and the EU have agreed a Voluntary Partnership
Agreement (VPA)

« FLEGT licences for Indonesian timber issued since
November 2016

« FLEGT licensed timber and timber products are considered
to comply with the requirements of the EUTR, so you do
not need to exercise due diligence on these products. via Rio Budi Rahmato

For timber imports from Indonesia:

« You will receive a FLEGT Licence from your supplier prior to
the export of the product from Indonesia.

* You must submit the electronic FLEGT licence to your ’
Competent Authority for verification before the shipment
arrives in the EU and before any customs declaration is
made.

Indonesian

LEGAL
Wood
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Viethnamese timber products

NEPConk\

« Nearly half of Viet Nam is covered by forest (15.4 million ha),

main categories:
* Production forests (48%)
« Protection forests (38%)
« Special use forest (14%)

« The total forest area has increased over the past two decades, mainly due to the
expansion of large-scale timber plantations (FAO, 2015).

« The Viethamese forest industry produced 10.75 million m3 of logs in 2014, mostly

from forest plantations, as harvesting in natural forests is largely prohibited
(USITC, 2010; ITTO, 2015).

« Viet Nam plays a key role in the timber processing sector in south-east Asia,
importing large volumes of timber from many countries in the region and
exporting mainly to the EU, the US and Japan.

* Viet Nam’s exports of secondary wood-based products were valued at $4.38 billion
in 2013. Exports of primary timber products were valued at 769.8 million US
dollars in 2014 (ITTO, 2015).

x
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Processing hub
High volume of imported timber (70 — 80%)
Complex legal system

High corruption (CPI of 33 in 2015)

Low awareness

Lack of information and law enforcement
> 3,500 SMEs



Viethnamese timber products NEPCO}

Harvester or Small primary
processer

Household .
trader {sawmill) ) | Exporter/trader

Household : :

Medium-seized § Medium-seized
primary and 3 furniture

Trader secondary manufacturers

i - often have
Small primary processing primary and

processer i 3 secondary
(sawmill) S processing
L facilities

Forest Vo
W EET-T g

Houszehold Medium-seized

secondary
processing

Large Primary
plantation processor

Large ] Trader
plantation Large-seized
furniture
manufacturers
N - often have
Importer/trader Eau primary and
secondary
processing
facilities

Secondary
processor e.g.
manufacturing

veneer

Forest

Manager Trader

Outside Vietham Large

plantation




Viethnamese timber products NEpcO}\

1g al : _ several legality risks
are present in Vietnamese timber supply chains.

« It has been estimated that 30,000-50,000 forest violations are reported per year,
and the volume of high-risk imports in 2013 was estimated to be 2.3 million
m3 (18% of the country’s wood-based imports) (Chatham House, 2014).

« Risks of illegal timber are wide-ranging:
land tenure,
taxes and fees,

timber harvesting activities, and
trade and transport.

However...

« Viet Nam and the EU have agreed a Voluntary Partnership Agreement (VPA)
« The VN TLAS is now being developed

* A lot of the timber beindg processed and sold to the EU is either imported from
lower risk countries and/or is domestic plantation timber.



Viethnamese timber products NEpcOn\\

« Variety of companies out there

« Varied awareness and understanding

« There are some really proactive companies who are open to new information
and ways of doing things

« Lack of information available, especially in Viethamese - we have done our
best but are limited with resources

« Some companies need pushing — I saw a lot of companies with FSC CoC
certificates!!

« My personal view: many challenges but optimistic
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4. Chinese supply chains - risk mitigation examples



Plywood
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Contact person:

Email:

Tel:

INSTRUCTIONS AND
GUIDANCE FOR CHINESE
SUPPLIERS

In relation to - responsible
sourcing policy and timber legality

Document version: FINAL
Last revision: 2017-03-14

Organisation Contacts:

Address:

. Complete DD-05 and DD-07

. Address Problematic Elements

within your Supply Chains

. Implement and Maintain a

System to ensure Minimum
Information
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2: Address Problematic Elements within your Supply Chains

“Please be aware that we have some minimum expectations with regards to
information about our suppliers and supply chains....”

Direct
Supplier =] T1 hl- T3 Kaml T2
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Broken Supply Chains

Complex Supply Chains

Hardwood Species

Ulmus spp., Fraxinus spp.,
Betula spp., Fraxinus spp.,
Quercus spp., Fagus spp...

Suppliers must fully map their
supply chains and record this
information in the DD-07
Excel.

We strongly encourage
suppliers to keep their supply
chains as short and simple as
possible.

The Chinese State Forestry
Administration (SFA) has
stated its intention to phase-
out all commercial logging in
natural forests in China by
2017.

N
NEPCon

Gaps in your supply-chain map are
unacceptable as they reduce our
confidence in the origin and legality
of the raw materials entering its
products.

On occasion, we may require
suppliers to limit the number of sub-
suppliers used to provide raw
materials for its products.

The risks of illegal harvesting and
trade or of hardwood raw materials
from NE China or Russia are high.

If you cannot prove the origin and
legality of this material, with a high
level of confidence, you should cease
to source this material.



Plywood

Spot Markets, Auctions
and open-market
purchasing

Non-Cooperative Sub-
Suppliers

N\
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The problem of these types of We do not accept that raw
markets is that the traceability materials are sourced from such
of wood products is usually markets.

lost. These must be eliminated from
our supply chains.
Situations may arise where Non-cooperative sub-suppliers

sub-suppliers are not willing may result in our not being able
or able to collaborate with you to meet our legal obligations.
to supply such information.
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3: Supplier Minimal Information system

Minimum information required to provide confidence about origin, species and legality

<

Operator

¢—

. Business Registration

Certificate

. Supply contract with Sub-

supplier

. VAT Invoices with Sub-

supplier

. Processing certificate (if

entity is a manufacturer

. Transportation Licence (or

Delivery Note where
licence is not applicable)

. Goods-in reception log

. Business

Registration
Certificate (or
equivalent)

. Supply contract

(where applicable)

. VAT Invoices (where

applicable)

. Harvesting licence

. Transportation

Licence (or Delivery
Note where licence
is not applicable)

1. Sales Receipts
including minimum
information:

*Name and
location/address of
Seller

*Species

*Volume/No. Logs

*Buyer details

*Date



Oak furniture NEPCO}\

Supplier provided:

Invoices and delivery notes between some but not all tiers
Harvest document for forest

Certificate of Origin

Volumes purchased and sold

Customs documentation for export from China



Oak furniture
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Retailer  ummmm— M S ‘\

Tier Tier 0 Tier 1 Tier 2
Location Germany Shanghai, China North-East China
Certification None Unknown Unknown
Species (Oak) Quercus mongolica (Oak) Quercus mongolica (Oak) Quercus mongolica
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Person for issue(seal)
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Oak furniture NEPCOnk\

Mongolian oak from lJilin Province, China -}~

Mongolian oak from Primorsky
Province, Russian Far East
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Expansion in 2015

Expand to the key state-owned forests ‘ i
in & lnner_Mong()ha at AgrgrlM‘gdgng :
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Oak furniture
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Risk Topic

e Access to information

e FLEGT license
e UN/ EU Sanctions

e CITES-listed species

e C(Certification

e Species Risk

e Origin Risk

e Trade & Transport risk

e |lllegal transfer pricing

e Contamination and
substitution risk

Risk key

=z
>

/

Origin
China CPI = 27

Risk of mixing: NE China and Russia

Logging ban in Jilin (effective 1st April
2015)

Russian origin? Start again




Oak furniture NEP(:onk\

Risk Assessment

v' Sent products to Agroisolab

v Tested for origin

v Results showed more likely origin is M
Russian Far East (RFE) S g

v ! - <ty *\‘ ;_»

Mitigation Actions:

v EUTR & Risk training to factory staff Ty Eae
v Change source to US Oak ! ,/Ch,s@\
v Implement document checking procedure E—

v Help supplier implement CoC system

v Regular re-testing to ensure only US Oak present
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The End NEPConK\

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

With support from

A
ukaid

from the British people

MINISTRY OF FOREIGN AFFAIRS OF DENMARK

INTERNATIONAL
DEVELOPMENT COOPERATION
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