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Riskihinnangute andmeallikad NEPCon

NEPConi ja teiste vaatlejate

tahelepanekud ja aruanded
Sertifitseerimis-

auditite avalikud Huvirlhmadega
kokkuvotted konsulteerimine
Transparency Internationali

korruptsiooni tajumise indeks

Mitme-

Chatham House (ebaseaduslik

By kesised
Maailmapanga WGI (riikide ALLIKAD Ekspertide a I I | kad
£Vl Indicaatoric arvamused
Forest Legality Alliance
ELD;'?EI piirkondade ja riikide
profiili
Valitsuste Kohtuasjade
vastavusaruanded registrid

Riikide statistikaaruanded
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Loeme madalaks
riskiks:

probleemid, mis on

ajutised
ebatavalised vOi
mitteststemaatilised
piiratud mojuga
tohusalt toimivate
valitsusasutuste

jarelevalve abil
kontrolli alla voetud

Loeme maaratletud
riskiks:

probleemid, mis

« mojutavad suurt ala ja/voi pohjustavad
markimisvaarset kahju ja/voi on kestnud kaua

« osutavad oigusliku jarelevalveslsteemi
puudumisele voi mittetoimimisele

« jaetakse parast tuvastamist korvaldamata voi
piisava vastuseta

« avaldavad olulist kahjulikku moju thiskonnale,
metsasaaduste tootmisele jm teenustele, metsa
okosusteemile ning inimestele, keda
metsamajandustegevus otseselt voi kaudselt
maojutab
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1. Kvaliteedijuhtimine NEPCon

NEPConi tarneteabe keskus (Sourcing Hub) sisaldab palju teavet
nouetekohase hoolsuse slsteemi (NHS) loomise kohta.

NEPConi NHS sisaldab mitut malli, mida voib kasutada siisteemide
ja protseduuride tohusaks arendamiseks ja rakendamiseks.

Koiki ettevotte NHSi loomiseks vajalikke todvahendeid ja malle
saate NEPConi tarneteabe keskusest alla laadida.

= % . & 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. Kvaliteedijuhtimine

NEPCon

- Laadige tarneteabe keskusest
alla NEPConi taielik NHS

 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)
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Version 3.0

Due Diligence Guidelines
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[COMPANY NAME] Responsible Sourcing
Policy

1. Commitment by the Management

[COMPANY MAME] |5 committed o procuring producks 2nd services that ensure that
maberizals are sourced fram legal and wel-managed forests that hiave been cerdfed to
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

4. Third parties” rights

41 Custamary rights

42 Fres, Friar ang Informed Congent (FRIC)
23 Indig=ncus and tracitianal pecples” rights

5. Trade and transport

5L Oazcification of spedes, quantities and qualtisc
52 Trad= and transport

52  Ofshore trading and transfer pridng
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Tarnijate teavitamine
nouetekohase hoolsuse

nouetest ja tarneahela
teabe taotlemine
(DD-06)




2. Teabe kogumine

NEPConk

« Tarnijate teavitamiseks
teabevajadusest

 Tarneahelate kohta teabe
taotlemiseks

« Nousolekuvorm, et tagada
juurdepaas toenditele, auditite
ja analuuside jaoks vajalikele
materjalidele

Teabetaotluskiri tarnijale (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.
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Tarnijate teavitamine
nduetekohase hoolsuse Tarneahela teabe
nduetest ja tarneahela dokumenteerimine
teabe taotlemine (DD-04)
(DD-06)




2. Teabe kogumine NEPCon

e Exceli vormis ulddokument

e KOigi tarnijate ja tarneahelate teabe slistemaatiliseks registreerimiseks
e Aijtab tuvastada teabeliingad

e Voimaldab dokumenteerida riskihindamise jareldused

[ORGANISATION NAME] Supply Chain Overview

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.

Supplier Supplier Supplier SUPPLIER Certificatio Product PRODUCT Sub-
e mEme EETER venl_"u:al:u_:nf n code HE EU Product verfication Component or Component SEEEEE Species (trade Country nal?onal e
certification {scientific el Wolume of harvest TEgion of concession

Group =ingle materal descrniption e — harvest T Lo infc
= - | = = [~ v - [~

[~ |
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 Erter the Erter the trade name  |Enter the Erter the Erter Erter location Do wic
mame or I0of | supplisr im which the certificatioriverificat| certification code | product IO the product or EU cuistoms product | certific ationd componesnt iz used per | product, note the tupe | scientific name of | of the species. walumes ouantry of imformation of hareest, if AT
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 [the species. purchased HARVEST of | about the ko . imforn
suppli=r. SUPPLIER. montain imformation that applizabls to the | indicats thi during the last | the matsrial.
can identifu the product. PRODUCT. if selecting 12 months
applicable. and gt

Enter the

lirve. region of abou
harvest, if chair

krow . prodh

Tarnijate haldamise vorm (DD-04)
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Tarnijate teavitamine
nouetekohase hoolsuse Tarneahela teabe

nduetest ja tarneahela dokumenteerimine Teabe analils ja

teabe taotlemine (DD-04) linkade
(DD-06) kindlakstegemine

Konkreetselt tarnijalt
puuduva teabe
taotlemine (DD-05)
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2. Teabe kogumine NEPCon

e Konkreetselt tarnijalt puuduva teabe kogumine

e Annab tarnijale Ulevaate olemasolevast teabest, et maarata kindlaks
puuduv teave

e Tarnija taidab vormi ning saadab puuduva teabe ja toendid

1. Product Information 2. Information about origin 4. Agi o ded?
Product |EUProduct| 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)

T— 1 FIR:FROM 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.
k unknown species

spp.plywood with Pinus spp BOARDIPLYWOOD:FROM

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

Poplar specie(s)

ﬁ . Tarneahela teabe vorm (DD-05)
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Tarnijate teavitamine
nouetekohase hoolsuse
nouetest ja tarneahela

teabe taotlemine
(DD-06)

Tarneahela teabe
dokumenteerimine
(DD-04)

Vajadusel
tarneahelate
kaardistamine (DD-
07)

Teabe analiiis ja
liinkade
kindlakstegemine

Konkreetselt tarnijalt
puuduva teabe
taotlemine (DD-05)

Teabe analius ja
linkade
kindlakstegemine




2. Teabe kogumine NEPCon

e Vajaduse korral kaardistage tarneahel kuni paritolukohani
e Sisestada saab teavet iga eelneva tarnija kohta,
e sh nimi, aadress, ettevotte liik, sertifikaadid

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 Sawmils Lkd Sawmill Sawn Timber Quercus mongolica Mo MA China, Jilin L SUPPIM gontr act ?mh st .
#3 Invoices and delivery notes far supply of £awn timber
#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

Tarneahela kaardistamise t66vahend (DD-07)
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Tarnijate teavitamine
nduetekohase hoolsuse
nduetest ja tarneahela

teabe taotlemine
(DD-06)

Tarneahela teabe
dokumenteerimine
(DD-04)

Teabe anallils ja
linkade
kindlakstegemine

Vajadusel
tarneahelate
kaardistamine (DD-
07)

Teabe analliis ja
linkade
kindlakstegemine

Konkreetselt tarnijalt
puuduva teabe
taotlemine (DD-05)

Teabe analius ja
linkade
kindlakstegemine
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NEP(:O;\\

o mmary 0sd Proghe | same e Y T g o e cevlngs: < s

® ol &

Select country of ongin here 9
China Timber Risk Profile o
Toolbox '
= 8 B @ & In
R . eciemunl 4 . Qg & T

Rizk Score: 67

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

o 3% is bamboo forest

o £4% iz natursl forest (whather bamioo 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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Vahelehel 7eabe kogumine (1) on selgelt kirjeldatud riigi puiduallikate

liike:

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

Plantations

Natural
forests

Bamboo
forests

Description of source type

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.
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Mida tahendab , puiduallika liik™?

« Mingi riigi metsi voivad mojutada erineva tasemega ja eri
laadi ebaseaduslikkuse riskid.

« Kui eri liiki metsadega seonduvad erinevad riskid, saame
selle alusel liike eristada.

« Arvestame jargmisi tunnuseid:
v'Metsa liik (looduslik/istutatud)
v’ Asukoht
v Oiguslik seisund
vOmandivorm
v'"Majandamine




2. Teabe kogumine

NEPCon

Ulevaade peamistest riigis
kehtivatest dokumentidest:

Key Documents

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.

Forest level

Trade and transport

=h

to—o

Export and custom

I

Business registration certificate

Forest tenure certificate

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 cerificate
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« Eelmises etapis kogusite teavet oma ettevotte tarneahelate kohta.

« NUUud saate hinnata toodetega seotud riski.

® ® ©,

Information Gathering Risk Assessment Risk Mitigation




3. Riskihindamine NEPCON™

Vahelehel Riskihinnang (2) on kokkuvote riigi tasandil kindlaks tehtud
riskidest. Need on jaotatud viide puidumaarusega seotud oigusvaldkonda:

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



B. Overview of timber legality risks in China

Timber Risk Score: 73/ 100 in 2017

This report contains an evaluation of the risk of illegality in China for five categories and 21
sub-categories of law. We found:

« Specified risk for 5 sub-categories.
« Low risk for 13 sub-categories.
« No legal requirements for 3 sub-categories.

The Timber Risk Score for China is 73 out of 100. The key legality risks identified in this report
concern legal rights to harvest, taxes and fees, timber harvesting activities and trade and
transport.

For Legal Rights to Harvest, there is a risk of:

* A lack of registration and tenure certificates (applicable only to collective forest
plantation only) (Sub-category 1.1)

Conflicts in relation to land rent (applicable only to collective forest plantation only)
(1.1)

A lack management plans and failure to meet the requirements for drafting
management plans (applicable on to state-owned forest management enterprises) (1.3)

e Harvesting without permit and unlawful issuing of harvesting permit and the (1.4)

For Taxes and Fees, there is a risk that that value-added taxes (VAT) are not paid according to
law (1.6).

For Timber Harvesting Activities, there is risk that:
« Safety equipment is not used in harvesting activities (1.11)
« Employment contracts are not in place for all employees (1.12)
e Social security payments are not up to date for all employees

For Trade and Transport, there is a risk of miss-/under reporting on customs declarations,
exacerbated by the issues related to corruption and poor governance (1.19).

Timber source types and risks

There are three timber source types found in China. Knowing the “source type” that timber
originates from is useful because different source types can be subject to different applicable
legislation and have attributes that affect the risk of non-compliance with the legislation. We
have analysed the risks for all source types and found the risks differ between them.

Plantation Commercial Plantation Timber - from collectively, individually

Forest or corporately owned commercial plantations, mostly state
managed. A harvesting permit and logging permit application is
required. The is the primary source of timber in China.

2 Timber Legality Risk Assessment - China

This matrix summarises the findings of the timber legality risk assessment set out in this
report.
Source Type
Legal Categoi Sub-Categol
0 egory egory Natural Plantation
forest forest
1.1 Land tenure and management rights

1.2 Concession licenses N/A N/A

Legal rights to

1.3 Management and harvestin
harvest 9 s

planning

1.4 Harvesting permits

1.5 Payment of royalties and harvesting
fees

Taxes and fees | 1.6 Value added taxes and other sales
taxes

1.7 Income and profit taxes

1.8 Timber harvesting regulations

Timber 1.9 Protected sites and species

harvesting 1.10 Environmental requirements
activities 1.11 Health and safety

1.12 Legal employment

1.13 Customary rights

1.14 Free prior and informed consent

1.15 Indigenous/traditional peoples
rights

1.16 Classification of species, quantities,
qualities
1.17 Trade and transport

Trade and
transport

1.18 Offshore trading and transfer
pricing

1.19 Custom regulations

1.20 CITES

Diligence/due 1.21 Legislation requiring due
care procedures | diligence/due care procedures

-

EPCon

4 Timber Legality Risk Assessment - China
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D. Legality Risk Assessment

LEGAL RIGHTS TO HARVEST

1.1. Land tenure and management rights

Legislation covering land tenure rights, including customary rights as well as management rights
that includes the use of legal methods to obtain tenure rights and management rights. It also
covers legal business registration and tax registration, including relevant legal required licenses.
Risk may be encountered where land rights have not been issued according to prevailing
regulations and where corruption has been involved in the process of issuing land tenure and
management rights. The intent of this indicator is to ensure that any land tenure and management
rights have been issued according to the legisiation.

1.1.1. Applicable laws and regulations
1) Constitution of the People's Republic of China dated 4™ of December 1982 - Article
5-23 & 26. Available at: http://www.npc.gov.cn/npc/xinwen/node S0S5.htm

2) General Principle of Civil Law of the People's Republic of China dated 12™ of April
1986 - Article 80-83. Available at: http://www.npc.gov.cn/wzl/wxzi/2000-
12/06/content 4470.htm

3) Law of the People's Republic of China on the Contracting of Rural Land ("Rural Land

Contracting Law") dated 29™ of August 2002 - Article 2 & 23. Available at:
http://en.pkulaw.cn/display.aspx?cgid=41762&lib=law

4) Property Law of the People's Republic of China ("Property Law”) dated 16" of March
2007 - Article 124, 125 & 127. Available at:

2 = e

S) Forest Law of the People's Republic of China ("Forest Law”) dated 20™ September
1984, 1998 Amendment. Revised 27™ of August 2009 - Article 3. Available at:
http://en.pkulaw.cn/display.aspx?caid=20095&lib=law

6) Regulation on the Implementation of the Forestry Law of the People's Republic of
China [Revised], dated 29" January 2000 - Article 15, 34, Available at:
http://www.forestry.gov.cn/main/3950/content-459869 html

7) Processing Measures for the Disputes of Forest Trees and Forest Land Tenure and
Ownership dated 14™ October 1996 - Article 2. Available at:
http://www forestry.gov.cn/main/3951/content-204759 html|

8) Administration Measures for Forest and Forestland Tenure Registration dated 31*
December 2000 - Article 3-9. Available at:
http://www.forestry.gov.cn/main/3951/content-204744 . htmi

9) Law of the People's Republic of China on the Mediation and Arbitration of Rural
Land Contract Disputes dated 1* January 2010 - Article 2-6. Available at:
http://www.forestry.qov.cn/main/24/content-204668.htm!

10) Company Law of the People’s Republic of China (2005 Revision) dated 1* January
2006 - Article 6-9. Available at:

9 Timber Legality Risk Assessment - China
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http://wenku.baidu.com/link?uri=rklYkWRxwOBLXhGrPRie6g73Ns0fxTfa8Ed6YpN3u

tvkkx-V4rMQ95qpywiBanHwewD O7DA ND h

11) Taxation Registration Administration Measure dated 1* February 2004 - Chapter 1
& 2. Available at: http://www.gov.cn/gongbao/content/2004/content 62924.htm

12) Regulations Governing Examination and Approval of Occupation and Requisition of
Forest Land dated 4*" January 2001. Available at:
http://www.gov.cn/gongbao/content/2002 /content_61894 htm

13) Land management law of P. R. China dated 25" of June 1986 and revised 28™ of
August 2004. Available at: http://www.china.com.cn/chinese/law/647616.htm

All the provinces shall apply the laws listed above but may still take different approaches
to ensure the right of land tenure and management.

1.1.2. Legal authority

« State Forestry Administration and forest bureaus at different levels are responsible
for the laws about forest, forest trees and forest land.

State Administration of Taxation is responsible for Taxation, Registration,
Administration and Measure.

« State Administration for Industry and Commerce is responsible for Company Law.

1.1.3. Legally required documents or records
Numbers below refers to the numbers in section 1.1.1.

8) Administration Measures for Forest and Forestland Tenure Registration dated 31%
December 2000 - Article 3-9:

« Forest Tree and Forest Land Tenure Certificate (Forest Tenure Certificate)

10) Company Law of the People’s Republic of China (2005 Revision) dated 1% January
2006 - Article 6-9:

« For companies leasing forest land for forest management: Forest land contract in
addition to the above certificate.

« Business Registration Certificate, only applicable for companies mentioned above

11) Taxation Registration Administration Measure dated 1¥ February 2004 - Chapter 1
and 2:

« Tax Registration Certificate, applicable only for companies

1.1.4. Sources of Information
1) Chatham House. Available at: http://www.illegal-logging.info/;
2) ELDIS regional and country profiles. Available at: http://www.eldis.org;

3) Environmental Investigation Agency. Available at: hitp://www. eia-
international.org;

Timber Legality Risk Assessment - China
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Greenpeace (2005). Investigation on APP’s Hainan Project. Greenpeace, pp. 1-8.
Available at:
http://www.greenpeace.org/eastasia/Global/eastasia/publications/reports/forests/2

005/investigation-app-hainan-project.pdf [Accessed 22 Sep. 2015]

Blog.sina.com.cn (N.Y.). Report on Foreign Forest Companies. [online]. Ren.
Available at: http://blog.sina.com.cn/s/blog 436698a40100f0p6.html [Accessed 15
July 2015]

Ping, L. (2014). Large-Scale Land Acquisition: Field Findings and
Recommendations. Washington, DC: Rights and Resources Initiative, pp. 3-37.
Available at: http: nd Urces.or: blication/large-scale-land-

isition-for-a i i i
[Accessed 3 November 2015]

Ping, L. and Xiaobei, W. (2014). Forest Land Acquisition by Stora Enso in South
China: Status, Issues, and Recommendations. Washington, DC: Rights and
Resources Initiative, pp. 3-45. Available at:

http: .ri 3 blication/fi

Kram, M., Bedford, C., Durnin, M., Luo, Y., Rokpelnis, K., Roth, B., Smith, N.,
Wang, Y., Yu, G., Yu, Q., and Zhao, X. (2012). Protecting China's Biodiversity: A
Guide to Land Use, Land Tenure, and Land Protection Tools. (N. Smith, Ed.)
Beijing: The Nature Conservancy. Available at:

http://www.n X 'medi in in k-wh k-lowres.pdf

zgxcfx.com. (2013). Forest tenure disputes and its reasons during collective forest
tenure reform. [online)]. Available at: www.zgxcfx.com/Article/S3458 html

8) forestry.gov.cn. (2012). Forest tenure certificate issued for forest on non-forestry
land in Sinan County, Guizhou. [online]. Forestry website for China. Available at:
http://www. .gov.cn, |/main, -567 .htmi

9) Transparency.org. (2014). Corruption by Country/Territory: Corruption Perceptions
Index 2014 for China. [online). Transparency International. Available at:
http://www. A n #CHN

10) The World Bank. (2014). Woridwide Governance Indicators for China: Country Data
Report for China, 1996-2014. [online]. Available at:
http://info.worldbank. rnance/wgi/index.aspx# coun

1.1.5. Risk determination

Overview of legal requirements

The Constitution, General Principle of Civil Law, and the Forestry Law of China provide
that forest resources are owned by the State except for those owned by collectives
according to laws. There are three forms of ownership to forest, timber and forest land:

(i) State-owned forest, timber and forest land;
(i) Collectively owned forest, timber and forest land; as well as

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

Legisiation regulating procedures for the issuing of forest concession licenses, including use of legal|
methods to obtain concession license. Especially bribery, uption and nep are well-k
Issues in connection with concession licenses. The intent of this indicator is to avold risk related to

12 Timber Legality Risk Assessment - China 16 Timber Legality Risk Assessment - China
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Riskihindamise protsessi toetavad
lisamaterjalid:

- Nouetekohase hoolsuse juhendi 2. lisa tutvustab riski kindlakstegemise
protsessi.
« Riski tuvastamise kontroll-loendi mall on riski kindlakstegemise t66vahend

konkreetsete tarneahelate jaoks.

« Dokumenteerige jareldus riski kohta ka tarnijate haldamise vormil , et saada
Ulevaade riskidest koikides tarneahelates.

« Tarneahela teabe Uksikasjalikuks dokumenteerimiseks voib kasutada tarneahela
kaardistamise t60vahendit

« NOuetekohase hoolsuse juhendi 3. lisas selgitatakse, kuidas riske maaratleda.

e Sertifitseerimisskeemi hindamist aitab dokumenteerida sertifitseerimissiisteemi
hindamise kontroll-loend
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Vahelehel Riski vahendamine (3) on allalaaditav tarneahela
kaardistamise toovahend ja taielik riski vahendamise juhis
konkreetse riigi kohta.

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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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.

NEPC()}\

Preferred by Nature™

Customs Regulations

Indicator of
legal
compliance

Applicable to

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

qualities, etc.).

Potential mitigation actions

Review and verify documents

Check information on all import/ export
documentation (including Customs Declaration
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

How to verify legal
compliance (verifier)

Find relevant key document examples in the

Customs Declaration Registration Approval
Certificate
Phytosanitary certificate (where applicable)
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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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DD-01

DD-02

DD-03

DD-04

DD-05

DD-06

DD-07

DD-08

Pealkiri

Due diligence guidelines
Nouetekohase hoolsuse juhend

Due diligence manual template
(Nouetekohase hoolsuse protseduuri

mall)
Responsible sourcing policy template

(Vastutustundliku hankimispoliitika

mall)
Supplier management form

(Tarnijate haldamise vorm)
Supplier information form
(Tarnija teabevorm)

Supplier information letter
(Teabetaotluskiri tarnijale)
Supply chain mapping tool
(Tarneahela kaardistamise
téovahend)

Risk identification checklist template
(Riski tuvastamise kontroll-loendi
mall)
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DD-10 Risk specification template
(Riski maaratlemise mall)
DD-11 Due diligence guidelines for FMEs V4 V4 V4 v Vv Vv Vv

Nouetekohase hoolsuse juhend
metsamajandajatele
DD-12 Due diligence procedure template for +/ vV V4 v vV VvV VY
FMEs - Nouetekohase hoolsuse
protseduuri mall metsamajandajatele
DD-13 Certification system evaluation
template (Sertifitseerimisslisteemi
hindamise mall)
DD-14 Product statement
(Tooteteave)
- Supplier relations leaflet
(Tarnijasuhete nduandeleht)
- Retailers leaflet
(Jaemuijate nduandeleht)
- Timber Testing article 4
(Puiduanalllsi meetodid)
- Fake documents article
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The EU Timber
Regulation

Are you required to carry out due diligence on the tin
this leaflet to find out how to get all the information y
your suppliers while also maintaining good relations y

(@ EUTR Gulding Leaflet no. 2

Published May 2017

The EU Timber
Regulation

What is the EU Timber Regulation and what does it reg
Use this leaflet to find out more, including what produ
carry out due diligence on, and how to do the due dilig

@ EUTR Guiding Leafiet no. 1

Published March 2017

Devesop ed by NEPCon under the po ject SSupporting Legal
Timbes Trade” funded by helIFERI pamme of the European
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Fake

@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

charge, to any person obtaining a copy of this document, to deal in the
document without restriction, including without limitation the rights to
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
modified version.
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Documents
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(V Thematic article series no. 2
A{ Published July 2017

Developed by NEPCon under the project “Supporting Legal
Timber Trade” funded by the LIFE programme of the
European Union and UK Aid from the UK government.
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programme and UK Ald from the UX government,

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
necessarily reflect the UK government’s official policies.
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https://www.nepcon.org/projects/support-EUTR
https://www.illegal-logging.info/sites/files/chlogging/TimberTestingTechniquesNEPCon.pdf
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