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About NEPCon 



 Danish non-profit organisation 

 Twenty years experience nature conervation and 

sustainable forest management practices 

Market based approaches to transforming producing, 

processing and purchasing behavior 

 Recognized EUTR Monitoring Organization, August 

2013 

Working with the Chinese Academy of Forests 

 Partner of Rainforest Alliance 

About NEPCon 

Engaged in legal and sustainable forest management  
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Case Study: 
Furniture 
Retailer 



• Furniture and houseware retailer 

• 160 stores in 11 countries 

• 1200 permanent staff 

• Under current control by CA 

 

Case Study: Furniture Retailer 

Key characteristics 



• App. 606 articles containing wood 

• 68 different suppliers in 14 countries 

• Wood originating from at least 11 countries 

• 270 Articles containing MDF 

• 25 species (reported) 

• Only 39 articles FSC certified 

 

Case Study: Furniture Retailer 

Supply chain overview 
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Case Study: Furniture Retailer 

Distribution of origin of material (reported per 
article) 
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Case Study: Furniture Retailer 

Species compositions (# articles containing each 
species) 



• General DDS 

– Staff of company not competent to evaluate forest-related 

information 

– No documented procedures 

• Access to information 

– Supplier self-declarations not precise and not verifiable 

– Species and origin information often incorrect 

– Some documents form supply chain (DDS certificates, other 

documents) 

– Often complex and opague supply chains  

• Risk Assessment and mitigation 

– Not implemented 

Case Study: Furniture Retailer 

Observations during evaluation 





• Communicate and inform suppliers (online training) 

• Development of action plan to address gaps in DDS 

• Supplier visits (China) 

– Inform on requirements 

– Evaluate ability to provide information 

– Evaluate information available 

– Map supply chains (if possible) 

Case Study: Furniture Retailer 

DDS development STEP 1… 



Case Study: Furniture Retailer 

Supplier audits China: findings (1) 

• Information made available by Suppliers regarding supply 

chain, species and forest origin was (with few exceptions) 

incorrect and incomplete.   

Species 

• Wide-ranging levels of confidence in information: 

– High: some solid wood and veneer components 

– Medium-very poor:  other solid wood/veneers and 

composite or multi-specie mixes (plywood and MDF). 

• Multi-specie products: suppliers mostly unable to facilitate a 

list of species where this is the case.   

 



Case Study: Furniture Retailer 

Supplier audits China: findings (2) 

• Integrity of the information provided to company on 

existing supply chains. 

Origin of materials 

• Wide-ranging levels of confidence in Suppliers’ knowledge of 

- and ability to verify - origins of materials. 

Recycled Material 

• Suppliers lacked measures to improve supply chain 

transparency and verify the recycled nature of the material. 

Legality of Material 

• Suppliers lacked measures to consistently provide access to 

legality documentation. 

 



• Not possible currently to provide full access to 

information about many supply chains 

• Great uncertainty about species and origin 

• Some material groups like MDF may not be 

possible to conduct DDS on – due to complexity of 

input 

• Alot of material sourced i China, but also from 

other countries. 

• Based on gaps in information – not possible to 

conduct thorough risk assessment or risk 

mitigation 

Case Study: Furniture Retailer 

Conclusions 



• National and regional level risk assessment in China 

• Mapping supply chains 

• Species and source identification 

• Species and product specific risk assessment 

• Follow-up with suppliers 

• Further development of DDS procedures to ensure continued 

implementation by ratiler purchasing staff. 

• Risk mitigation 

– Onsite forest level legality verification 

– Document verification and supply chian mapping 

– Source certified 

– Change suppliers 

Case Study: Furniture Retailer 

Next Steps 
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Some notes on 
Due Diligence 



 

• How is it related to the applicable products 

or supply chains? 

• Can the validity of the documents be 

verified/tested? 

• What is the actual content/purpose of the 

document? 

• Relevance in relation to applicable 

legislation and risk assessment? 

• Language staff  understands? 

• Continuity in documentation 

The Role of Documents 

Questions an operator should be able                    
to answer regarding documentation: 



Risk Assessment 

The Forest Legality Assessment Framework  

FSC CW system: Global Forest Registry  

www.globalforestregistry.org  

 

Global database with information on 

applicable legislation, and forest sector 

risks. 

 

High level of detail – based on EUTR 

legality categories 

 

Basis for mitigating risks 

 

 

 

 

http://www.globalforestregistry.org/


Forest Legality Assessment Framework 

1. Legal rights to harvest 

1.1 Land tenure and 

management rights 

1.2 Concession licenses  

1.3 Management and 

harvesting planning 

1.4 Harvesting permits 

 

2. Taxes and fees 

2.1 Payment of harvesting 

royalties and fees 

2.2 Value added taxes and 

other sales taxes 

2.3 Income and Profit Taxes 

 

 

3. Timber harvesting 

activities 

3.1 Timber Harvesting 

Regulations 

3.2 Protected sites and 

species 

3.3 Environmental 

requirements 

3.4 Health and safety 

3.5 Legal employment 

 

 



Forest Legality Assessment Framework 

4. Third parties' rights 

4.1 Customary rights 

4.2  Free, prior and informed 

consent 

4.3 Indigenous people rights 

 

5. Trade and transport 

5.1 Classification of species, 

quantities, qualities 

5.2 Trade and transport 

5.3 Offshore trading and 

transfer pricing 

5.4 Customs Regulations 

5.5 CITES 

 



For example 

 

 

Brazil - Category 1.1 Land tenure and 

management rights 





• Description of the key risks 

• Overview of nominally legal sources 

• Documents used on full supply chain 

• List of applicable legislation 

Country Profiles 



Risk Mitigation 

Specified risk shall be mitigated accoring to control 

measures. 

 

Use of documents if: 

 - Supply chain can be verified 

 - Documents can be independenly verified 

 - Suppliers are willing and able to support 

 - Need for local level verification 

 

On-site orest level verification of legality (for high risk in 

most legality categories) 

 

Sourcing certified timber 

Change suppliers 



Risk mitigation: Controlling the 
cause of risk 
Process overview 

Identify risks 

Specify risks  

Mitigate non-
compliances 

Verify 
effectiveness of 
risk mitigation 

Verify presence of 
non-compliance 
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Views on EUTR 
implementation  



• Varying sense of necessity to meet EUTR 

• Varying levels of enforcement between EU 

Member states – confusion as to what the 

correct level is? 

• Significant steps taken by some companies, but 

majority rely solely on documents (or nothing). 

• What about EU forests? 

• Requests for more guidance on risk assessment 

– Thresholds, methods 

– The more you ook, the more issues will arise 

– Dealing with legal compliance is not a simple 

matter 

 

Reports from Operators 

Challenges and view 



Reports from Operators 

• Relatively low interest in MO services – most 

comanies seek advice and technical support 

• MO function is unclear to Operators and 

benefits not clear  

• Industry reacts to increase in control by 

authorities  

– However, the use of long stepwise phase in 

enforcement has created a feeling that there are 

no consequences.  

The role of the MO 



• Public access to MO standards and systems 

– Lack of transparency ”we can get you EUTR compliant” 

• Communication with CA 

– No formal procedures 

• Ability of MOs to provide support to Operator’s up 

stream suppliers 

– Some challenges the ”certification approach”   

– Transparency is the key 

General Observations 

Challenges of the role of MO  



• Resources  available to the VPA process – no clear 

support for EU industry 

• EU industry challenged with legal obligations – trade 

continues  

– Synergies? 

– New approaches? 

– Connect between VPA and EUTR 

General Observations 

FLEGT VPA and EUTR? 



• Little incitement for importing operators to join an MO - 

risk of reporting. 

• Need for uniform and strong enforcement 

• Need for clarity 

– DDS 

– Risk information 

• Varying interpretations of the regulation within different 

countries – risk threshold, role of documents 

 

Key Conclusions 



Thank you 
Christian Sloth 

Forest Legality Programme Manager 

cs@nepcon.net 

NEPCon works to ensure responsible use of 
natural resources and secure sustainable 
livelihoods by transforming land-use, business 
practises and consumer behaviour. 
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