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What We Do

The efforts of many emerging
nations to protect biodiversity are
undermined by various forms of
illegal logging—felling of trees in
contravention of national and local
laws. To address these challenges,
the World Resources Institute (WRI]
and the Environmental Investigation
Agency (EIA) launched the Forest
Legality Alliance in 2010 with

support from the U.S. Agency

for International Development
(USAID) and private donors. The
Alliance is an international, multi-
stakeholder initiative designed to
achieve better forest governance,
sustainable management of forests
and biodiversity conservation by
reducing the demand generated

by global market pressures for
illegally harvested forest products,
increasing transparency in forest
product supply chains, and
supporting supply chain efforts to

deliver legal wood and paper.

The Alliance seeks to help all

actors along supply chains—both
large and small—understand and
respond to emerging demand-side,
forest-product legality policies

by leveraging the professional
expertise, market power, networks,

and resources of Alliance members.

Newsletter

DEAR FOREST LEGALITY ALLIANCE MEMBERS,

On March 3rd, the European Union Trade Regulation (EUTR] officially went into effect. The law prohibits the
placing of illegal timber and illegally-derived timber products on the EU market, requires the “first placer”
companies to exercise due diligence and requires those companies who are not first placers to maintain
records that enable tracing of purchases back to the source. A wealth of information is now available to
help companies understand the requirements of the law. See the FLA's page on the EUTR [http:/www.
forestlegality.org/laws-policies/european-union] for a list of resources and the UK Timber Trade Federation’s
website for a list of FAQs (http://www.ttf.co.uk/Environment/EUTR FAQs.aspx). Additionally, see the attached
European Timber Trade Federation’s Spring 2013 newsletter for more updates on new developments and
perspectives on the European timber market and the EUTR.

In the last past few months, the FLA team attended a number of events to continue broadening our net-
work and global reach. In February, the FLA presented our tools (the risk tool, declaration tool and guide

to sustainable procurement] at the Chatham House EUTR implementation meetings, held in Brussels, Bel-
gium. In March, the FLA supported the 1st Business Roundtable for Sustainable Forestry in Panama, which
aimed to promote sustainably sourced wood by providing a space for business connections and helping
suppliers gain access to new markets. Also in March, a member of the FLA team attended the World Forest
Summit hosted by The Economist magazine in Stockholm, Sweden (see page 5 for summary).

The FLA team has also been continuing work on improving the risk tool and the FLA website. We have
completed research on three more countries, Malaysia, Indonesia and Papua New Guinea, and will be
working on six more: Lao PDR, Cameroon, Ghana, Colombia, Guatemala, and Mexico. In addition, we will be
launching the new and improved FLA website at the upcoming FLA meeting (see page 3 for snapshots of
the new website).

The next Forest Legality Alliance membership meeting will be held on May 7-8th, 2013 at the World
Resources Institute in Washington, DC. Session topics will include the launch of FLA's new and improved
website, discussion of FLA's first two of a series of case studies (see next page), updates on national
illegal logging regulations, discussions on the development of certification standards. Invitations and an
agenda will be sent out shortly. For any inquiries regarding the meeting, please email Caitlin Clarke at
cclarke@wri.org.

As always, we are open to ideas for guest speakers and topics for the meeting in May. We are also always
looking for guest contributors to the newsletter—if your organization has a useful new tool, publication, or
event that may be of interest to members, please do not hesitate to let us know.

All the best,
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Forest Legality Alliance Case Study Series

This series of case studies is intended to show commercial buyers of wood and paper-based products, especially those orssiuoe
who trade in species and/or source from places with a perceived risk of illegality, how their supply chains can conform
with U.S. legal requirements on importing certain types of wood. The case studies draw lessons from emerging best
practices for managing risk in high-risk contexts. They discuss the impacts of the U.S. Lacey Act and other market
demands for legal wood products and identify and highlight potential problem areas as well as pragmatic opportunities

for reducing the complexity of compliance.

The case studies do not attempt to assess the legality of the supply chains in question. They are not investigations,
legality verifications, product tracing, or chain-of-custody analyses. They do, however, offer examples and insights that
might spur actions by other companies. The two case studies highlighted here are the firsts of this series. s
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IKEA'S RESPONSE TO THE LACEY
ACT: DUE CARE SYSTEMS FOR
COMPOSITE MATERIALS IN CHINA

“TUNING IN: TRACKING WOOD
FROM HONDURAN FORESTS TO U.S.
GUITARS”

By Ruth Noguerdn [WRI) and Anne Middleton (formerly EIA)

This study focuses on two supply chains for mahogany that
originate in remote biodiversity-rich forests in Honduras.
These supply chains were selected because they involve small
forest community cooperatives that, compared with industrial
operations, have a lower capacity to respond to market
requirements for legal wood, including the U.S. Lacey Act.

The study describes two approaches used to minimize the risk of
sourcing illegal wood. The first approach was to establish strong
relationships with the suppliers and the second was to prefer
certified wood. The main lessons from this study are:

e Supply-chain control systems, such as barcode tracking
and chain-of-custody certification, are useful tools for
enhancing assurances of legality. Long-term relationships
with suppliers and commitments from buyers have been
important for the successful implementation of these
approaches, and critical to minimizing the risk of illegality.

e Intermediaries and facilitators play a key role in building and
strengthening the technical and administrative capacity of
the cooperatives to harvest and process timber.

e The community cooperatives in these supply chains face
various challenges: inadequate law enforcement, competing
land-use pressures, drug trafficking, and competition with
illegal logging. Yet the sustained demand for high-value
species such as mahogany provides a powerful incentive to
maintain and strengthen forest community operations.

e The supply-chain control approaches highlighted in this
study work, in part, because of the high value of the end
product, and, because of the financial assistance of external
donors that have invested in building the technical capacity
and social development of the community cooperatives.
In-depth analysis to understand the financial viability of the
operations without such support is needed.

Read case study at http://www.wri.org/publication/tracking-wood-

honduran-forests-us-guitars

“IKEA’'S RESPONSE TO THE LACEY ACT:
DUE CARE SYSTEMS FOR
COMPOSITE MATERIALS IN CHINA”

By Adam Grant (WRI) and Sophie Beckham

This study focuses on IKEA and the company’s production of
composite products (board materials such as particleboard,
Medium Density Fiber Board (MDF], etc.] in China. The study
describes the internal systems of IKEA and how they work to
ensure that the material sourced can be shown to have been
purchased with an adequate level of due care to help ensure
legality. Specifically, the study looks at how composite products
made up of a large percentage of waste material supplied by
diverse small producers within a weak governance context can
be imported into the USA while showing that a high level of due
care was attained.

The study shows how IKEA is adapting its operations to meet the
requirements of a challenging procurement situation and the
company’s understanding of how they can show adequate levels
of due care.

Four main lessons have been identified and are explored in this
paper:

e The implementation of the Lacey Act means that
responsible procurement is no longer voluntary but is now
mandatory.

e Each company must understand the supplying country’s
laws and associated risks so that it can define its own level
of appropriate traceability.

e  Arisk assessment can help determine the level of
traceability required to ensure confidence in any forest
product supply and ensure that a reasonable level of due
care can be shown.

e Tobe able to complete the declaration form, a company
needs to understand its supply chain fully. Good
information management is key, and a proactive approach
to the management of the supply chains is required. Itis no
longer enough to just rely on trust: a company must now
ask questions and back this up with on-the-ground audits.

Read case study at http://www.wri.org/publication/ikea-response-

lacey-act-due-care-systems
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who we are & what we

o Forest Legality Alliance Ninth
Membership Meeting

May 7 and 8, 2013, World Resources
Institute.

The new website will be launched at the upcom-
ing FLA semi-annual membership meeting,

The website was improved based on feedback
received from users. The home page of the new
website will feature upcoming events, featured
resources, updates from the FLA, and easy
access to various tools. The new website also
features a Document Library, which stores a com-

THE ALLIANCE is a joint effort of the World Resources
Institute and the Environmental Investigation Agency,
supported by the United States Agency for International

[ 05/07/2013
Development and companies in the for sector. ¢ WASHINGTON, DC

Upcoming: 22nd lllegal
Logging Stakeholder
Consultation and Update
meeting

Chatham House's 22nd Tllegal Logging
Stakeholder Consultation and Update

Our goal is to reduce illegal logging through supporting the
supply of legal forest products.

Learn More

pilation of useful documents, including reports,
presentations, multimedia, and newsletters. The
website will also have information about laws and
policies, helpful contacts and list of members.

[ 07/08/2013
7 LONDON, UK

Markets and Supplier
Dialogues

This meeting will focus on forest

legality issues in the Amazon basin.
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L LIANCE . The Document Library can be sorted by document type (re-

ports, presentations, multimedia, newsletters, etc), policy/law,
country and region, species, product, technology, and certifica-
tion/verification. Suggestions from members for documents to

add to the library are welcomed.

Tools & Guides

Home About Laws & Policies DocumentLibrary Events Blog Helpful Contacts

Document Library

International Developments in Trade in Legal Country and Region

- -
= Timber [0 pfrica
&1 ™ © EUROPEAN FOREST INSTITUTE M
T [T Europe
AT oo o o snd s s mport e T
[CIiiddle East

READ MORE
[T North America

Species
Are Your Wood Products Really Certified? [E] Mahogany
4t CAITLIN CLARKE & WORLD RESOURCES INSTITUTE [ Teak
4. ADAM GRANT & WORLD RESOURCES INSTITUTE Product
e This report explores the first Gibson Guitar case and explains the FSC [T Flooring
system. O Fumiture
- r— [T Musical Instruments
EAD [T Paper
(D Plywood
[CPulp

FLA Newsletter No. 10 (January 2013)

© WWW FORESTLEGALITY .ORG

Certification and
Verification

ST ————— BT ere | Foane | SoReie [ el Ties ™

FOREST LEGALITY

The events page provides a list of upcoming and past FLA and ex- ALLIANCE o

ternal events that may be of interest to users. Past FLA events will

Tools & Guides

have a summary of key h|gh||ghts of the event. Suggestions from Home About Laws & Policies DocumentLibrary Events Blog Helpful Contacts
members for events to add to the events page are welcomed.
Legal Forest Products and
International Trade: A
Regional Perspective
< EVENTS 1 08/09/2012

© WORLD RESOURCES INSTITUTE, ENVIRONMENTAL INVESTIGATION
AGENCY, REFORESTAMOS MEXICO

9 CASA LAMM, MEXICO CITY

On August ¥ and 10, 2012, the Forest Legality
Alliance, in cooperation with our partners at
Keforestamos México, convened a regional
conference on timber legality and trade in Latin
Amenca at Casa Lamm n Mexico City. The event
was well attended by a broad range of

from industry, and
civil society from fourteen countries. A full (35 pages) and executive (4 pages)
summary of the event, the agenda for the two-day conference, and presentations
from many of the experts who spoke on conference panels can be found below.
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By Nigel Sizer, James Anderson and Ruth Noguerdn [WRI]

Asia Pulp & Paper (APP}, one of the world’s largest paper companies,
announced earlier this month that it will no longer cut down natural
forests in Indonesia and will demand similar commitments from its
suppliers. The announcement was received with guarded optimism by
Greenpeace, Rainforest Action Network, World Wildlife Fund, and other
NGOs who have waged a persistent campaign to change APP’s forest
policies.

Indeed, APP’s new policy—which includes sourcing all material from
plantation-grown trees, ceasing clearing of carbon-rich peatland, and
engaging more with local communities—is significant, both for the
business world and forest conservation. APP and its suppliers manage
more than 2.5 million hectares of land in Indonesia and produce more
than 15 million tons of pulp, paper, and packaging globally every year.
Strong action by APP could indicate that the industry is heading for a more
sustainable future.

The question is whether APP will follow this positive announcement with
action. The company does not have a strong track record, having defaulted
on past commitments to end deforestation. But APP has something

else going for it this time around. A rapidly evolving world of improving
corporate practices and powerful technology could provide the right
enabling environment for APP’'s commitment—and others like it—to
succeed.

A Changing Business Environment

The forest products industry is changing rapidly, transformed by
technological innovations, new corporate practices, and an increasingly
savvy consumer base. Some key developments include:

1) Global Supply Chains Under Scrutiny

Gone are the days when companies could buy from suppliers without
due diligence. More and more business leaders are recognizing that their
supply chains are under constant scrutiny. APP has experienced this
pushback firsthand. Throughout the past decade, more than 100 major
companies stopped purchasing from APP on environmental grounds,
including Staples, Office Depot, and Disney. With so many customers
demanding higher standards and greater transparency, there are strong
incentives for companies to be reliable partners and better manage
their own supply chains (APP’s new policy also applies to its suppliers in
Indonesia and China).

Furthermore, forest products companies face new laws designed to
crack down on the trade in illegal timber, such as the U.S. Lacey Act, the
European Union Timber Regulation, and the lllegal Logging Prohibition
in Australia. In a recent high-profile example, Gibson Guitar faced legal
action under the Lacey Act for importing illegal wood into the U.S.
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2) “Eyes in the Sky” for Forests

Monitoring has historically been a stumbling block for “no-deforestation”
commitments. Companies like APP operate in remote regions, and it can
be prohibitively expensive to send teams of auditors deep into the forest
to verify companies’ claims. Satellite technology offers a way to monitor
forests from afar, but imagery can be expensive, hard to analyze, and
out-of-date.

Enter Global Forest Watch 2.0, a near-real-time forest monitoring system
to be released this spring by WRI and a host of global partners. This free,
easy-to-use platform provides interactive maps of the world’s forests
that are updated every 16 days. Systems like GFW 2.0 will allow anyone,
anywhere to monitor APP’s progress on its commitments, with tools as
basic as a computer and an internet connection.

3) Fiber Under the Microscope

A suite of new technologies known as fiber analysis allows companies
and watchdog groups to test products for “mixed tropical hardwoods,”
or MTH, which typically indicates wood harvested from natural tropical
forests. Laboratories use high-powered microscopes and tests to
determine the composition of the wood, including whether the paper
is made from plantation or wild trees, and in some cases, if it contains
endangered or protected species.

Fiber analysis has been used and promoted by groups like Greenpeace,
Rainforest Action Network, and World Wildlife Fund to monitor supply
chains. Now, companies are sending their own samples to labs to verify
the wood content in their papers. As the practice grows, APP can expect
that its products will be rigorously tested.

Combating Deforestation

The advances in the forest products industry are significant, but more
progress needs to be made. The world is still losing forests at a rate of
13 million hectares every year, an area the size of England. In Indonesia,
a moratorium on new concessions in natural forests and peatland

will expire this year, and it's is unclear if this important policy will be
renewed.

Governments also have an important role to play. On the ground, where
APP and its suppliers operate, we need more consistent local law
enforcement, as well as better-defined property rights and recognition of
local stakeholders’ interests.

The stakes are high: If APP successfully implements its new Forest
Conservation Policy, it will build momentum for other companies and
governments to adopt reforms. The pledge to the world’s forests has been
made—now we must ensure that it is achieved.
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WORLD FORESTS  ACHIEVING SUSTAINABLE
SUMMIT FOREST MANAGEMENT
ON A GLOBAL SCALE
MARCH 5TH - 6TH 2013,
GRAND HOTEL, STOCKHOLM

Lessons from the World Forests Summit

By Ruth Noguerdn (WRI]

On March 5-6, The Economist magazine hosted the World Forest
Summit in Stockholm, Sweden. At the event, leaders from the private
sector, research organizations, NGOs, and government discussed
most pressing questions and identified common ground to preserve
forests worldwide. The discussion highlighted key lessons that are
critical for properly managing and protecting global forests.

1) Develop new partnerships for forests

New alliances with actors inside and outside the forest sector will

be needed to successfully preserve forests. The forest products,
agricultural, mining, infrastructure, pharmaceutical, and financial
industries, along with civil society organizations and governments,
all have a role to play. Inspiring examples of this multi-stakeholder
approach are emerging, such as the Canadian Boreal Forest Initiative
(a collaboration between NGOs and forest industries) and from the
Consumer Goods Forum’s pledge to achieve zero net deforestation in
their supply chains by 2020.

2) Find opportunities in restoration

Forest restoration offers tremendous opportunities to counteract
deforestation and generate additional benefits. As much as 1 billion
hectares of cleared and degraded forests can be restored back to
forests and other productive landscapes like forest plantations

or agroforestry systems. Forest restoration efforts can be carried
out with and for local people while delivering economic and social
benefits. For example, the African Re-greening Initiative works
farmers in Africa to manage the natural regeneration of trees to build
agroforestry systems.

3) Manage forests for the people and with the people

We must recognize the rights of local communities and indigenous
peoples and involve them in the decision-making processes that
affect the forests they depend on for their livelihoods. These groups
can be effective leaders in forest conservation. For example, some
communities in Latin America are actively monitoring their forests
and halting illegal logging.

How forest stakeholders respond to these issues will play a big role
in shaping the future of forests. It is now up to all of us to articulate
the importance of forests, push and expand the approaches that
are working, and forge creative alliances to ensure that forests are
sustained for current and future generations.

Visit http.//insights.wri.ore/news/2013/03/5-lessons-sustaining-global-
forests to read the full version of the webstory.

In the News

Latin America timber raid hailed as breakthrough on forest crime
http://tinyurl.com/interpolraid

Law enforcement agencies of 12 Latin American countries took
action in the first international INTERPOL operation to crack down on
illegal logging. The peration resulted in the confiscation of around $8
million worth of wood and wood products and 150 vehicles and the
arrest of 194 individuals.

Passports required for musical instruments
http://tinyurl.com/passportsinstruments

A new system that requires passports for musical instruments made
from species protected under CITES to cross borders will make it
easier for musicians to transport their instruments.

Thai rosewood gets international protection to curb China trade
http://tinyurl.com/thai-rosewood

The highly valued Thai rosewood has been listed under Appendix
I of the Convention on International Trade in Endangered Species
(CITES). This would limit the trade of Thai rosewood through the
requirement of logging permits and quotas.

[Myanmar] government plans crackdown on illegal logging after deal

to exportto EU
http://tinyurl.com/myanmarexport

Government officials announced that they will implement measures
to combat illegal exports starting April 1. Export of teak will be
assumed to be illegal if not proven legal. In February, Myanmar
signed an MoU with the EU to start exporting timber and timber
products in June.

Recent Publications

Cut It Out: lllegal Logging in the Democratic Republic of Congo
http://tinyurl.com/CutltOutDRC

NEPCon LegalSource Standard
http://tinyurl.com/Nepconstandard

Upcoming Events

Dubai International Wood & Wood Machinery Show
April 9-11th, 2013; Dubai International Convention & Exhibition Center
http://www.dubaiwoodshow.com/home.php

IWPA’s World of Wood Convention
April 17-19th, 2013; Vancouver, BC
http://tinyurl.com/IWPAconvention

FLA’'s 7th Semi-annual Membership Meeting
May 7-8th 2013; World Resources Institute, Washington, DC

The FLA newsletter hosts guest writers every quarter. If you are interested in contributing to our next newsletter with information and stories concerning illegal
logging, the Lacey Act, international forestry policies, or any other related issues, please contact Loretta Cheung at LCheung@wri.org.

If you are interested in learning more about our organization, becoming a FLA member and continuing to receive this newsletter, please contact Caitlin Clarke at

CClarke@wri.org or visit http://www.wri.org/fla/about membership.php.
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Timber marketing
toolbox on track

The development of a new EU timber
marketing toolbox is well under way,
with input from national wood promotion
campaigns across Europe.

The toolbox will be the first output from Wood:
Growing Cities - the European Wood Promotion
Project (EWP), which was launched by the European
Timber Trade Federation (ETTF) and European
Organisation of the Sawmill Industry (EOS) at last
year's International Softwood Conference.

Toolbox case studies

wood

The aim of the initiative, described by European
Wood (EW) Chairman Jan Soderlind in the
Winter 2012 ETTF Newsletter, is to provide the
EU industry with shared tools and common
messages to maximise the impact of individual
national campaigns and promotions.

The initiative is being co-ordinated by EW, a body
with French, Norwegian, Austrian and Swedish
board members, which promotes modern
European timber buildings worldwide, while
Brussels-based marketing agency Schuttelaar &
Partners is creating the core marketing material.

According to Schuttelaar’s Annejet Pette, the
project has made a strong start, backed by
enthusiastic support Europe-wide.

‘A key element is connecting national timber

= EJ

promotion bodies, to
encourage sharing of ideas
and best practice, and

we have already held very
positive meetings, including a workshop where

they discussed and presented their activities,
marketing tools and evidence used to underpin their
arguments,” she said. “We've also set up a working
group to help develop the campaign material.”

Annejet Pette

The target of the EWP in its initial phase will be
use of wood in construction.

“In particular the focus will be timber’s suitability for
the urban built environment, its carbon and energy
benefits, technical performance, and potential to help
buildings satisfy green building codes,” said Ms Pette.

The marketing toolbox, set for launch in May,
will comprise a range of materials, which not
only the national promotion bodies, but also
individual companies can use.

“An important element will be construction case
studies, with illustrations, technical specification
and environmental data, ” said Ms Pette. “The
aim is also to create a market overview, to
develop the wider story of how timber is being
used in urban development across Europe.”
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Initially scheduled to run for three years, the
EWP hopes to recruit building professional
“timber champions” to communicate and
develop the campaign messages.

P2 Top architect heads UK Wood for
Good campaign.

P3 Global Timber Forum set for Rome
launch in May.

P4 ETTF in Eastern Europe EU Timber
Regulation outreach.

P5 Consumer promotion proposed in
Netherlands.

Contents

public and professionals.

P7 ETTF members on EUTR introduction.

P8-9 Viewpoint articles from Mohindra
Chand of the Guyana Manufacturing
and Services Association, Nigel Gibbs
of the European Federation of Parquet
Importers and Paulo Pupo of ABIMCI,
Brazil’s mechanically processed wood
association.

P6 ltalian timber show informs and inspires P10 Latest EU trade analysis from Forest

Industries Intelligence.
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Belgium backs EUTR

A summit on the EU Timber
Regulation (EUTR), involving all
main industry, government and NGO
stakeholders, underlined the Belgian
timber sector’'s commitment to the
anti-illegal timber legislation.

This was the message
from Belgian Wood
Importers Federation
(BFHI) president Fréderic
Cras to the meeting,
which the organisation
co-convened in January
in the countdown to the
EUTR'’s introduction in
March.

“This legislation is a
major step forward in
ensuring our sector is
involved in sustainable economic activity, and
a means to eliminate any last doubts about our
seriousness on environmental matters,” said
Mr Cras.

The meeting was co-organised by the Belgian
Timber Traders organization (Nuhos), and
attended by most leading Belgian importers.

Fréderic Cras

Following the introduction from Mr Cras and
Nuhos President Pierre Van Steenbergen,
Nuhos Secretary General Francois De
Meersman gave an overview of EUTR
requirements and BFHI Secretary General Bart
De Turck presented the latest EC Regulation
Guidance Document, which provides further
clarification on its key aspects.

Secretary General André de Boer explained
the European Timber Trade Federation’'s EUTR
aligned pan-European due diligence illegality
risk assessment system, which the BFHI was
first to adopt, and Alain Grosfils, director of
the TCHN Wood Industry Technical Centre,
described its role in managing this system and
as an EUTR monitoring organisation.

Ministry of Environment director Denis Pohl
also told delegates how Belgium’s EUTR
control system would work in co-operation with
customs offices.

The Belgian industry, Mr Cras concluded,
“actively supported the EUTR”.

“We've always been aware of the importance of
sustainably managed forests in guaranteeing
the continuation of our trading material and
lifeblood,” he said.

ding importers attended
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Top architect leads
UK wood promotion

A leading architect has become chairman
of the UK Wood for Good promotional
campaign as part of its aim to drive the
use of timber in construction.

. »
Kingsmead ¢

-

Craig White is the
founding partner
of Bristol-based
White Design and
one of the country’s
leading exponents
and advocates

of cutting edge
timber building.
His practice’s
work includes the
headquarters of
high-tech window
supplier Velux, regarded as a landmark in its
use of glulam, and Kingsmead School, which
won the British Construction Industry and
Quality in Construction Awards.

Craig White

changes and contribute to global
afforestation.”

Mr White succeeds John Kissock, former
managing director of leading UK sawmiller
James Jones, as chairman. Mr Kissock
oversaw the move of Wood for Good from
pure marketing campaign, to a broader,
promotional, educational and awareness
driving initiative. He said Mr Craig’s
appointment “marks an exciting new chapter
for the campaign”.

Mr White has also involved himself with the
wider timber industry and headed up the Wood
for Gold initiative, an offshoot of Wood for
Good, which promoted the use of wood at the
2012 London Olympic Games.

He describes timber as the “sustainable super
material” and believes the UK has to use more
to boost the energy efficiency and overall
environmental performance of buildings, cut
build times and meet government eco targets,
notably its goal of cutting overall carbon
emissions by 80% by 2050.

“Couple these considerations with the broader
desire to increase not just the UK’s but the
world’s forest cover in order to boost the
planet’s ability to absorb carbon dioxide,

and the case for driving demand for timber
becomes ever more compelling,” he said.
“Wood for Good has a vital role to play in
educating the industry and its clients about
timber's enormous potential to help UK
construction make these transformative

taly launches
Africa promo

A marketing drive to the Middle East, North
Africa (MENA) and Sub-Saharan Africa

has been launched by FederlegnoArredo,
Italy’s wood, furniture and cork industry
association, to which timber federation
Fedecomlegno belongs.

The move follows market research, which
highlighted a growing appetite for the “made in
ltaly label” in the area, which is already worth
€1bn to FederlegnoArredo’s sectors.

The industry-funded campaign will involve
business missions and trade fair participation,
with companies taking part including timber
traders and wood products suppliers, interior
fittings and furniture producers. Key targets
include timber importers, contractors, builders,
architects, developers, interior designers and
real estate businesses.

Running to
December, the
campaign will
take in Saudi
Arabia and the
UAE, which are
currently the
ltalians’ biggest
markets in the
region. It will
additionally
cover Algeria,
Lebanon, Israel,
Turkey, Ghana,
Nigeria, Morocco

ETTF tracks Regulation impact

The European Timber Trade Federation
(ETTF) has published what will be the first
in an ongoing series of statistical reports
for monitoring the impact of the EU Timber
Regulation (EUTR) on trade flows.

Romania), and individual ETTF member states;
Belgium, Denmark, France, Germany, Greece,
Italy, the Netherlands, Spain and the UK.

“There are questions about the potential
impact of the EUTR on trade, including whether
it will make timber more or less competitive
against other materials, favour certified
sustainable forest products, or those backed
by risk-based legality verification systems,

and if it will divert wood imports to other
markets with less rigorous legality enforcement
systems,” said report author Rupert Oliver of
Fll. “The ETTF reports will endeavour to provide

Commissioned from trade analysts Forest
Industries Intelligence (Fll), with support

from the UK Department for International
Development (DFID), the reports complement
quarterly statistics and commentary Fll
provides for the ETTF Newsletter.

The first ten studies, available at www.ettf.
info, cover the EU overall (minus Bulgaria and
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and Tunisia.
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answers to these
questions, based on
analysis of EU import
and production data
from Eurostat and UN
agencies, combined
with statistics on other
key criteria; supplier
forest type, FLEGT VPA
status, and coverage
by forest certification
scheme and other systems

of risk mitigation. They will also focus on
corruption and national income levels.”
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New forum on the launch pad

A new international timber communications
and information platform, jointly conceived
and backed by the European Timber Trade

Federation (ETTF), is set for launch in May.

.H'he FiAO :Romle_ venue -i.

The Global Timber Forum (GTF) is also supported
by the Food and Agriculture Organisation of the
UN (FAO) and the launch event, on May 22 and
23, will take place at its Rome offices.

The concept for the GTF was unveiled during

the Global Wood Mart in Kuala Lumpur last
October. The proposal, said ETTF Secretary
General André de Boer, was to create a “conduit
for information exchange and discussion” on key
industry issues. The Forum could also facilitate
greater international joint action in the sector,
spread best practice and promote greater
coordination in national and international policy
and legislation.

Initial suggestions are that it could facilitate
meetings and other international industry events
and develop an information and discussion hub
using online, and possibly other media.

Ultimately, said Mr de Boer, the GTF could create
greater industry cohesion on key issues. “For
instance, it could help ensure that new rules

in importing regions and countries, such as
anti-illegal timber legislation, are applied widely
to ensure fairness and avoid timber trade flow
diversion,” he said.

With the GTF concept also backed by UK Aid,
the launch will include discussions on key
industry issues, such as new market legality
requirements, promotion, timber and green
building, and sustaining the
forest. But the focus will be the
GTF, with invited delegates from
around the world giving input
on its role and development.

“The timber sector faces new
challenges, an unlevel market
playing field and increasingly
complex legislation, making
trading nothing short of risky,”
said Michael Buckley of timber
marketing specialists Turnstone
Singapore, who will chair

the GTF discussions. “Any
meaningful cooperation, as proposed in the GTF,
can only be worthwhile, provided there is follow
through.”

“The FAO Forestry Department promotes
dialogue between the timber trade and
regulators, policy makers and legality experts to
create a common vision for responsible trade
practices in fighting illegal logging,” added Jukka
Tissari, Forestry Officer, Trade and Marketing at
the FAQ Forest Products Service. “We expect
GTF will propose deeper collaborative actions for
fostering responsible timber trading.”

Jukka Tissari Michael Buckley

Belgium talks FLEGT
VPA with Indonesians

The Belgian Wood Importers Federation
(BFHI) took part in key meetings with Asian
supplier country representatives on the EU
Forest Law Enforcement Governance and
Trade Voluntary Partnership Agreement
initiative (FLEGT VPA).

It first hosted an Indonesian delegation to
its New Year dinner, led by the country’s EU
Ambassador Arif Havas Oegroseno.

The Ambassador and BFHI president Fréderic
Cras underlined the importance of VPAs

for supplier countries to satisfy EU Timber
Regulation legality requirements. Dr Agus
Sarsito, Indonesia’s FLEGT VPA Chief Negotiator
told the audience that it expected to sign its
agreement in April, followed by parliamentary
ratification in September, and Raoel Dedonder,
European Timber Trade Federation Plywood

Section Chairman, discussed his company’s
involvement with trial shipments from Indonesia
under its V-legal legality verification system.

The BFHI also took part in closed discussions,
organised by the EU Environment Directorate
General, with a delegation from the Chinese
Environment Ministry.

The guest delegation presented legality
certification work being undertaken by their
forestry department with Proforest. This
underlined that not all transiting wood products
were covered in terms of legality verification,
notably a large proportion of wooden furniture
components, the biggest element by volume of
China’s EU timber goods exports and a major
legality concern of the BFHI.

The discussions made clear that a FLEGT VPA
with China is unlikely in the foreseeable future.
But the Chinese delegation understood the
seriousness with which the EU industry took the
EUTR and said they would address problems.

AEIM helps
explain EUTR

The Spanish Timber Trade Federation,
AEIM, took part in two major seminars
in Madrid on the EU Timber Regulation
(EUTR) in the run-up to the introduction
of the legislation in March.

The events,
which
attracted a
combined
audience of
80, targeted
two key
industry
groups:

the first,

the timber
and forestry
sectors, the
second,
paper and

Alberto Romero

pulp producers.

AEIM General Secretary Alberto Romero
explained his organisation’s EUTR-aligned
Due Diligence System and what is meant
under the Regulation by illegality risk
assessment.

“What the audience were still concerned
about at that point were Spanish rules and
mechanisms for national implementation
of the EUTR and the regime concerning
inspections and penalties, which were still
to be confirmed,” said Mr Romero. “There
was also a misunderstanding that, under
the Regulation, customs permits were
needed to despatch goods.”

He added that AEIM was organising a
further presentation by Spain’s EUTR
Competent Authority, for which 80

people had already signed up, and

was participating in another seminar
convened by timber industry confederation
Confemadera.

More presentations are planned

Mr Romero said that his organisation had
also further updated its illegal timber risk
assessment website, www.maderalegal.
info, to include new ETTF reports analysing
EUTR impacts on trade flows and latest
data from the European Forestry Institute’s
EU Forest Law Enforcement Governance
and Trade facility.

SPRING 2013 -





NEWS

ETTF raises EUTR awareness
In Eastern Europe

After working intensively with its

West European members to improve
understanding of the EU Timber Regulation
(EUTR), and to develop tools to aid
compliance, the European Timber Trade
Federation (ETTF) is launching a major
East European EUTR information outreach
programme.

The ETTF has developed its latest initiative
with NEPCon, the not-for-profit sustainability
organisation, which it also worked with on
its EUTR-aligned Due Diligence illegality risk
assessment system.

According to ETTF Secretary General André

de Boer, the East European timber sector is
generally aware of the EUTR. However feedback
shows that more information is needed to
improve understanding of its requirements and
business impacts.

As aresult ETTF and NEPCon are running
EUTR seminars from March to May in the Czech
Republic, Latvia, Poland, Russia and Ukraine.

The schedule is yet to be finalised, but the first

takes place in Latvia.

Mr de Boer, who will lead the seminars with
NEPCon personnel, said it was vital to target
the information drive at non-EU, as well as EU
member East European countries.

“We want to help key suppliers to respond to

demands coming from their EU trade partners

following EUTR implementation,” he said. “It's

crucial for the entire European timber products Qutreach literature

sector.”

The seminars will be tailored to the specific
needs of each country, and involve local
industry representatives.

“The events in Russia and Ukraine will of course

focus on the implications of the EUTR for

exporters to the EU, while those in EU countries
will cover the full set of due diligence obligations

they face under the Regulation,” explained Mr
de Boer, adding that seminars for the latter
would include information on the ETTF Due
Diligence System, which industry

el Secure your sarket position
ET - Aesources A=
3 ] Vo scursing tegat tinger *

WEPCas

\
1) Get to grips with
the EU Timber

organisations and companies across Europe
can adopt. Concise EUTR guidance leaflets
for EU and non-EU participants will also be
distributed.

The seminars are being publicised through
national industry and other organisations and
via local and social media.

“We expect the events to equip hundreds of
businesses with the knowledge needed to
navigate new post-EUTR market conditions,”
said Mr de Boer.

UK to drive timber with data bank

The UK Wood for Good
promotion campaign is
starting to collate a database
on timber’s environmental

and technical performance, in
order to drive its use in both
construction and manufacture.

The new initiative is the latest
development in its Wood First
programme, aimed at persuading
government to give timber
preference at building planning
stage.

Named Wood First Plus, the

new initiative is described as a
“multi-stakeholder, collaborative project to
meet growing demand from construction and
manufacturing industries for robust, accessible
data on supply chains, and performance of
products in design, construction, whole-life
assessment and end-of-life”. Partners include
the UK Timber Trade Federation and Forestry
Commission Scotland.

“As regulatory and legislative frameworks for
construction and manufacturing get tighter,
environmental impacts, alongside cost and
performance, will be key customer decision
drivers in materials selection,” said Wood

for Good executive director David Hopkins.
“Without precise, proven data on these
impacts from the timber sector, specifiers and
buyers will choose alternative products and
materials, which can support their claims.”
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David Hopkins

Wood First Plus, he added, will create an
online hub of information needed “to robustly
promote timber and timber products as first
choice, primary construction materials”. This
will have three facets:

* Timber's carbon credential information,
including carbon sequestered during tree
growth.

* Timber lifecycle assessment; creating
a precise analysis of the life-long
environmental impacts of wood to act
as the basis for Environmental Product
Declarations, and identifying areas for
supply chain environmental improvement.

» Timber's engineering and performance
potential, focusing on its compatibility with,
Building Information Modeling (BIM) and
structural analysis software.

X
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BELGIANS IN EUTR FILM

Belgian Wood Importers Federation
(BFHI) Secretary General Bart de Turck
and representatives of the country’s
paper and wood working sectors are
appearing in a European Commission
film on how timber and forest products
industries are coping with the EU Timber
Regulation (EUTR). Mr de Turck expresses
confidence that his members are ready
for its legality requirements thanks to
their implementation of the ETTF’s pan-
European illegality risk assessment Due
Diligence System. He also urges the
rapid conclusion of EU FLEGT Voluntary
Partnership agreements with existing
and prospective new supplier country
applicants.

News Briefs

EU TROPICAL

SUSTAINABILITY COALITION

The European Timber Trade Federation
(ETTF) is backing a new industry and
NGO project aimed at ensuring 30% of
EU tropical wood imports are certified
sustainable by 2015. The European
Sustainable Tropical Timber Coalition has
been launched by the Dutch government-
backed Sustainable Trade Initiative. Other
supporters include FSC, PEFC and ATIBT.
The initiative’s full structure and strategy
are set to be unveiled in London in
September. More follows on www.ettf.info
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Industry-wide publicity campaign

The appeal
postcard

a print campaign, and possibly radio and TV
commercials as well.

lanned in the Netherlands

“Companies that join can use the campaign
materials, contribute to the strengthening
Netherlands industry

Hetis tiid om het positieve
eenduidig en krachtig uit t

toeneemt. Doet u ook
‘Vrienden van hout'l

Houtis een hernieuwbare grondstof, voor de
productie is weinig energie nodiig en met hout
kun je duurzaam, flexibel, energiezuinig en gezong
bouwen. Hout is het materiaal van de tcekognston
‘e verhaal van hout actief,
te dragen.

De houtsector en tosieveranciers siaan do hand,

ineen om waar nodig het imago van hout o

versterken en het gebruik ervan te stimuleren

Een meerjarige en sectorbrede publiskseampe,

moet ertoe leiden dat de posite van hout 1y nee

markt wordt verstevigd en het marktaandes|
mee? Sluit u aan en word

o

and truly call
themselves ‘Friends
of wood’,” said Eric
de Munck, manager of
Centrum Hout.

It is hoped the campaign
will start in the second
half of the year, but

that depends on the
available budget, so the

An appeal to back

a new consumer marketing

campaign, highlighting wood’s
environmental and performance benefits,
has gone out to the entire Netherlands
timber sector.

The move is the initiative of a number of key
suppliers to the industry, the Royal Netherlands
Timber Trade Association (NTTA), Dutch
Association of Timber Manufacturers (NBvT) and
Dutch Timber Information Centre (Centrum Hout).

The project’s backers have drawn up a three
to five year strategy for the promotional drive,
targeting consumers through a “mix of modern
and traditional communication tools”. There
will be a strong emphasis on social media and

focus is now on a drive
for sponsors.

A postcard
appealing for
support has
been distributed
across the
sector and
sponsorship
models have
been drawn up
for all sizes of

business.
] “Start-up capital
; f/ is available,
i but we don't
Paul van den Heuvel want to start
out small, as

we need to make an instant impact,” said NTTA
managing director Paul van den Heuvel. “The
campaign’s success also depends on being
supported by the entire industry and propagating
its messages within it. Besides communication to
consumers, it will include support for companies
in their own marketing to their corporate

clients, such as housing associations, project
developers and contractors.”

“It is time for the industry to present timber's
positive story actively, unambiguously

and jointly in the Netherlands,” said Frank
Meenderink, commercial director at campaign
backer, machinery supplier De Groot
Houtbewerkingsmachines.

Hans Pohlen, director of fellow supporter,
woodworking machinery tooling specialist Leitz
Service, agreed.

“What is not feasible in terms of marketing for
individual companies, is possible if the entire
timber industry participates in a campaign,” he
said. “If we work together to ensure that more
timber is used, every entrepreneur will reap the
benefits.”

To date, said NBvT marketing manager Bert
Kattenbroek, the Netherlands industry has
focused promotion on trade and professional
customers.

“But the market influence of private consumers is
more powerful, and, according to latest analysis,
is growing strongly.”

ETTF and EFPI provide mutual benetit

The decision of the European Federation
of Parquet Importers (EFPI) to become an
associate member of the European Timber
Trade Federation (ETTF) will strengthen
both organisations, according to EFPI
chairman Nigel Gibbs and ETTF Secretary
General André de Boer.

The relationship
between the two
bodies began with
a presentation by
Mr de Boer to EFPI
members, followed
by trial membership.

“This showed how
many areas of
overlapping interest
we had, and how
we could gain from
pooling resources,”
said Mr Gibbs. “That led to us becoming
members on January 1.”

Nigel Gibbs

The EFPI has five principal members, but the
organisation representing the Nordic countries

comprises a number of subsidiaries, taking
total membership to 14. Other bodies represent
the sector in France, Germany, the Republic of
Ireland, Italy and Holland.

“Our members deal in timber-based products,
so we and the ETTF are complementary
organisations and there is clear benefit to be
gained from mutual exchange of expertise,”
said Mr Gibbs. "ETTF members have the wider
supply chain knowledge, while we bring our
connection to consumer markets.”

Of particular relevance to the EFPI currently, is
the ETTF’s focus on the EU Timber Regulation
(EUTR), with its programme of providing
accessible information and interpretation for the
new law and development of a Due Diligence
illegality risk assessment system to help
members comply.

“Our members include what the EUTR terms
‘operators’, companies which first place timber
products on the EU market,” said Mr Gibbs. “So
the Due Diligence system is clearly of value.”

The organisations would also gain from working

together on other national and international
regulatory developments, he said.

Another attraction of associate membership
was the emerging European Wood Promotion
project (EWP), launched jointly by the ETTF and
European Organisation of the Sawmill Industry
(EQS).

“The more the industry can act together in
promotion, the stronger the campaign will be,”
said Mr Gibbs.

Mr de Boer said having the EFPI on board
would bring new perspectives and influence to
the ETTF.

“It broadens our
base, brings

us more market
knowledge and
helps fulfil our aim
of having a strong,
single voice for the
European timber
industry,” he said.

i

I

The ETTF Due Diligence System
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Timber’s benefits made simple

FederlegnoArredo is co-organising a
three-month business and consumer
exhibition near Bergamo to highlight
the environmental design and technical
performance credentials of timber.

“Wood from nature, to product” (Il legno dalla
natura alle cose) is at the Museum of Carpentry
Tino Sana in San Bartolomeo, and run jointly by
FederlegnoArredo, the ltalian wood, furniture and
cork sector association, of which timber federation
and ETTF-member Fedecomlegno is a part, and
regional industry body Confindustria Bergamo.

The event deliberately coincides with the
implementation of the EU Timber Regulation, and

the emphasis will be very much on how the use
of legally and sustainably sourced wood, with

its high embodied carbon, can contribute to the
battle against deforestation and climate change.

The range of products on show also highlights
timber’s versatility and potential as a modern
manufacturing and construction material.

The show has attracted 150 exhibitors representing
the spread of the timber sector: sawmills and other
primary processors, joinery, roof system and timber
construction specialists, furniture and other wood
product manufacturers and suppliers.

It also includes conference, with themes tailored

A

to the needs of different audiences, from
construction professionals to school groups.
These will include explanations of the science
behind timber’s environmental impact “in
simple, comprehensible language”.

The muselit v ii‘li'l i

“The exhibition highlights the wide range of our
industry in terms of processes, products and
skills, and the value of wood in everyday life,”
said Fedecomlegno chief executive Domenico
Corradetti. “It also promotes timber as a
renewable, environmentally valuable resource,
illustrating how its embodied carbon potential
can limit the greenhouse effect, and how
sustainable forest management can increase
woodland growth — as it is in Europe by 5,000
square kilometres a year.”

There are no definite plans, but a similar event
may be run at the next Made expo in Milan,
ltaly’s leading construction trade show, which
FederlegnoArredo acquired last year.

Second associate
member joins ETTF

@IS groug

Long-established Casablanca-based timber
and panels trader Robelbois has become
the second business to join the European
Timber Trade Federation (ETTF) as an
associate member.

The company was founded in 1953, and, with sister
companies Comarbois, Socoreg and Gadimat, is
Morocco's biggest timber and sheet materials importer.

The company trades in softwoods and clears,
European and tropical hardwoods and a range of
panel products, including door skins.

It supplies wholesalers, retailers, contractors,
developers, furniture producers and carpenters.

Robelbois was already active in wider industry
strategies through membership of the Moroccan
Professional Association of Timber Importers
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(APIBM) and the EU-backed Technical Center for
Timber and Furniture Industries.

“Our goal is to promote timber and sustain our
raw material resources,” said Robelbois Group
CEO Gilles Hotelin.

Joining the ETTF, he added, would enhance the
company's ability to network and further the shared
interests of the international timber industry.

“It gives us a great opportunity to gain insight
into distribution methods in other countries,” he
said. “It also enables us to share knowledge with
fellow professionals about our respective trading
environments and our experience of market
developments for the species we deal with.”

Fellow ETTF Associate Member, Norwegian
agent and trader HF Blom, joined last year. The
company traces its roots to 1917, when it focused
on Scandinavian pine and spruce. Today, jointly

Group membe} Socoreg

owned and run by father
and son Henning and
Hans Thomas Blom, it
supplies its Norwegian
wholesaler and some
Swedish customers

with hardwoods and
plywoods from around
the world, chiefly now
from China, but also
Malaysia, Thailand,
Indonesia, the US, Poland, Finland and other
sources. It is also Western Norwegian agent for long-
established chipboard supplier Arbor Trading.

Hans Thomas Blom

“We're a unique little Norwegian company,
keeping lean and focused on what we’re best
at by outsourcing as much as we can, such as
logistics, IT and accounting and our warehouse
services in Bergen, Oslo and Stavanger,” said
Hans Thomas Blom.

The company took out ETTF Associate Membership
to “keep in contact with a wider trade network”.

“It's good to know we stand together with the most
important timber traders in Europe on environmental
and other key matters,” said Mr Blom.

Membership, he added, has also brought the
company valuable information on implementation
of the EU Timber Regulation and a channel to put
over its viewpoint on this and other “important
industry matters”.






NEWS

EUTR — Issues
outstanding

Following implementation of the EU Timber
Regulation, ETTF-member Federations
report some unresolved issues over the
administration of the new anti-illegal timber
law and continued wider trade uncertainties
on certain aspects.

The national
Federations
said their own
preparations
had gone
well. All had
adopted

the ETTF’s
EUTR-aligned
Due Diligence
illegality risk
assessment
system (DDS)
for their
membership,
or were
coordinating
their own DDS with ETTF guidelines.

André de Boer

“Our members are happy we've been able to
provide them with a ready-made tool to meet
EUTR requirements,” said Danish Timber Trade
Federation (DTTF) Director Jakob Rygg Klauman
on the ETTF DDS, echoing the opinions of other
adopters of the system, such as Belgian Wood
Importers Federation (BFHI). Like other ETTF
members, he added, the DTTF is also continuing
with its EUTR market communication programme.

One issue which seems settled is appointment
of national competent authorities, the bodies that
will oversee national EUTR enforcement. In Italy
the Ministry of Agriculture, Forestry and Food has
delegated the role to the State Forestry Corps;

in Germany the responsibility rests with the BLE,
the Federal Agency of Agriculture and Nutrition;
in the Netherlands it's the nVWA, the Food and
Consumer Product Safety Authority; in Belgium
FOD Leefmilieu, the Ministry of Environment
Product Safety Department; in Spain the
Direccion General de Desarrollo Rural y Politica
Forestal Ministerio de Agricultura, Alimentacién

y Medio Ambiente; and in the UK the NMO, the
National Measurement Office. What approach

all these bodies will take remains to be seen, but
encouragingly the UK’s NMO says its aim is to
“assist compliance”, not just prosecute offenders.

Still to be resolved at the end of February,
however, was the appointment of Monitoring
Organisations (MO), the bodies that can advise
on and audit companies’ operation of their

DDS. Among ETTF members, the Belgian Wood
Importers Federation (BFHI), DTTF, Le Commerce
du Bois, Hellenic Timber Association, German
and Spanish Timber Trade Federations and
Netherlands Timber Trade Association (NTTA)
were applying for MO status (the latter branding

its operation TimberChecker), but hadn't yet
been approved. Other bodies awaiting decisions
included SGS, NEPCon and the Soil Association,
and ConlLegno in ltaly and the Technical Centre
for the Wood Industry in Belgium, delegated MOs
respectively by Fedecomlegno and the BFHI.

With some authorities yet to finalise instruments
for EUTR national implementation, uncertainty
also remained over levels of fines, or jail terms

S

TimberChecker

The NTTA Timber Checker Monitoring
Organisation logo

breaches could incur. The maximum quoted for
the former is potentially up to €4m (Belgium),
and two years for the latter (UK and Netherlands).
This has led to further concerns over uniformity of
EUTR implementation EU-wide.

Individual companies are also still reported to be
unclear on definitions of Regulation terminology,
notably “placing [timber] on the EU market”,
and what supplier documentation comprises
adequate evidence of legality under DDS risk
assessment. ‘Operators’ also report ‘traders’
unnecessarily demanding full supplier details.

Another worry was how non-EU suppliers
would cope with the volume and variety of DDS
questionnaires from different EU countries.

“There seems to be limited harmonisation from
the EU-side of how EUTR-relevant supplier
information is collected,” said Mr Klauman.

NTTA managing director Paul van den Heuvel
concluded that its TimberChecker MO would
continue to “discuss and resolve practical
problems with members” in coming months.

Secretary
General André
de Boer said
that the ETTF
would also

- continue

| to “liaise
closely with
all members
and with the
authorities
on the fair

| and uniform
implem-
entation and
operation of

Jakob Rygg Klauman the EUTR.”

French plant
decision tree

The French Timber Trade Federation
Le Commerce du Bois (LCB) has
developed a “decision tree” as part of
its programme for guiding members
through illegal timber risk assessment
and risk mitigation processes required
under the EU Timber Regulation
(EUTR).

Under the auspices of its Environmental
Charter, the organisation officially applied
in January to become an EUTR ‘Monitoring
Organization’ (MO) and, as part of this,
developed a legality due diligence system
(DDS) for members and other timber
businesses to aid their compliance with
the Regulation. The ‘decision tree’ helps
companies implement this.

“The DDS process for risk assessment and
mitigation is based on a series of questions
requiring an appropriate response before
proceeding to the next,” said LCB director
Eric Boilley. “The ‘tree’ is an easy-to-use
tool, summarising each stage.”

He added that, in consultation with the
European Timber Trade Federation (ETTF)
(and it is also aligning its DDS with the
latter’s pan-European system), the LCB
has additionally set up a database to help
companies access information demanded
under EUTR criteria on timber species,
country and company of origin.

“This helps operators define levels of
risk related to commercial deals and
corresponding risk mitigation measures,
where required,” said Mr Boilley.

The main aim of the LCB MO application
and DDS approach, he added, was to
create a simple route to EUTR compliance.

“This means priority for certified material,
ensuring traceability of non certified
products along the supply chain, providing
EUTR training and information to suppliers,
supply of relevant information via the LCB
intranet and availability of our staff for
further guidance,” said Mr Boilley.

LCB’s Environmental Charter
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Developing forest
sector deserves support

Guyanese forestry merits recognition and backing from overseas market partners for its
clear commitment to legality assurance, writes Mohindra Chand, President of the Guyana
Manufacturing and Services Association.

We already have many of the pieces in place
for meeting new market demands. Sustainable
forest management (SFM), in the form of cyclical
selective logging, is already an inherent strand
of Guyanese forestry. It is also the most highly
regulated of all our natural resources sectors,
and internationally recognized for its systems
for curbing the illegal timber trade. The country
has inherent advantages in this respect, notably
the simplicity of its centralized road and river
infrastructure, which feeds both local and export
markets. There are also stringent and closely
monitored permitting and transport control
systems in place.

Guyana has also been an active stakeholder in
international efforts to tackle illegal timber. A clear
reflection of that was our agreement, with private
sector, civil society, government and other key
stakeholder participation, to commence formal
negotiations in December 2012 to establish a
Voluntary Partnership Agreement under the EU’s
Forest Law Enforcement Governance and Trade
(FLEGT) initiative by September 2015. We have
now had two rounds of positive negotiations,
leaving us confident that our systems are at a
good starting point to meet both the demands of
FLEGT and other international regulations.

Mohindra Chand

“Guyana’s forest is managed on a multiple
use approach. Besides forestry itself,
commercial activities within it include mineral
and diamond mining, agriculture, eco-tourism
and development, mainly for indigenous rural
settlement. Inevitably this sets up challenges
and stresses in balancing various demands
on the area, particularly the interests of forestry
management and mining.

And our concern is not only to demonstrate our
commitment to SFM and timber legality, but
longer term to combating climate change through
a low carbon development strategy, which has

- / : . also been recognised as a global front runner.
The mining business is recognized as an 9 9

important strategic sector for economic growth
and development, particularly given the current
high price of gold.

We are focused too on human resource
development within the sector, securing
investment, technological advance of forest
management units and downstream processing,
and further improvements to stakeholder
consultation and public awareness of the
industry’s value.

And when it comes to forestry, some may argue
that there has been greater focus to date on

its social and environmental facets than its
economic viability and value, and consequently
greater progress in developing these aspects.

We feel strongly that these efforts should now be
met with greater international acceptance and
enhanced trade promotion for our timber.”

But, with Guyana'’s population of just 750,000
people and woodland cover of 18.4 million
hectares (87% of the country’s area), our
commercial forestry and timber industry clearly
have considerable possibilities. While they may in
some respects be at an early stage, over 25,000
people are already economically dependent on
these sectors. Many other businesses are also
closely associated with them, and hence many
more people reliant on their success and long-
term sustainability.

Forestry is seen as a vital engine of the wider
economy too, with major potential for developing
export trade. However, with increasingly
demanding timber procurement rules and
regulations on legality appearing worldwide, we
also recognise the need to work closely with
international trade partners, and for their support

and input to realise this potential. ¥ Guyanese forestry has been activetin

tackling illegal timber
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Regulation
puts industry
on right track

If the EU Timber Regulation is uniformly
enforced and the industry cooperates on
compliance, it could have far-reaching
positive impacts, argues Nigel Gibbs,
president of new ETTF associate member,
the European Federation of Parquet
Importers.

Nigel Gibbs

“After a long wait, the EU Timber Regulation
(EUTR) is finally being implemented.

Because of the size of the European market,
the new law could have a noticeable effect on
the international sourcing and production of
timber internationally, providing it is applied
evenly and successfully by member states
throughout the EU.

Our organisation EFPI (the European Federation
of Parquet Importers) welcomes the new
Regulation, as we believe it will have many
benefits for the timber products business.

The environmental auditors and certification
schemes have already worked hard over the
years to get companies to operate to their
guidelines, which will ultimately help preserve
and enlarge forest timber stock. But in a world
of multi-ownership and mega-size forests, it is
often a hard task for companies to urge forestry
companies to follow these voluntary codes.

However, with the power of the EU, representing
27 countries, now demanding action via EUTR
rules to eliminate illegal logging, source-side
governments should be persuaded to follow suit
and ensure the operational standards of their
forests, or miss out on global trade.

We have also witnessed a speeding up of A
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Regulation puts industry on track ctd...

activity under the EU Forest Law Enforcement
Governance and Trade Voluntary Partnership
Agreement (FLEGT VPA) initiative at
governmental level because of this realisation.
This will really make a difference in an
increasingly environmentally conscious world.

The EUTR may affect the
range of flooring product
types on the market.

The EUTR will also affect product types. Our
members have already been supplying their
markets with FSC/PEFC certified timbers,

but with factory-applied stains to give the
appearance of exotic woods. As customers
now seek these stained-effect finishes on EUTR
qualifying timbers, the supply of natural exotics
may seriously fall as the new law bites and
people start to question their legality. With the
range of colourways and surface finishes now
available, this sector of the flooring market will
increase significantly

With new regulation come auditors and
consultants, and there is a danger of getting
bogged down in administration. So it is
important to have a simple, but effective system
for companies to use to ensure compliance.

To help this happen, EFPI have joined ETTF to
pool resources and experience and access the
latter’s Due Diligence illegality risk assessment
system for all its members.

There is also a risk of forest owners cashing in

on the new rules by upping the cost of certified
timber. It is hoped they will see this as a flawed
idea, as timber still has to compete against
alternative products and using the legality concept
could potentially help increase sales volumes.

Lastly the EUTR development is interesting,

as it has been pushed through as an EU-wide
law. By contrast, we still currently get CEN TC
proposals on issues affecting timber products,
which conflict on specification with similar
regulations in individual countries. An example
of this is the clash between Germany’s U law
and CEN TC 175. Hopefully the EUTR will act as
a model for introducing more uniform, market-
wide regulation
in this and other
fields.”

More an opportunity,
than a challenge

The Brazilian forest-based sector is confident it can satisfy the latest requirements of the
EU market on proof of legality and product conformity, writes Paulo Pupo of the country’s
mechanically processed wood association ABIMCI

Paulo Pupo

‘At government, institutional and industry level,
there has been growing appreciation in Brazil
for some time that the international market is
set to become ever more rigorous in terms of
legality, quality, performance and even cultural
demands. We've done our homework in these
areas and prepared accordingly.

Now the EU is putting that to the test with

the anti-illegal timber EU Timber Regulation
(EUTR) and, from July, the requirement for CE
conformity under the Construction Products
Regulation (CPR). But we see this as giving us
the opportunity to demonstrate the progress
we've already made across this range of areas.

In fact, at ABIMCI we started our preparations
for CE marking back in 2001, with the launch of

PNQM - the National Program for Quality Wood.

This introduced standardised procedures,
manufacturing processes and quality control
systems for application across the entire
processed timber product sector, with a
particular focus on the softwood and hardwood
plywood industries.

Test laboratories were specially created

and accredited to the PNQM and factories
changed their approaches on quality control
and assurance, and even their manufacturing
systems and product content and composition.

The program was also extended to other
forest-based products, such as doors and
flooring. At the time, of course, only a few
European countries had decided to fully
implement CE requirements in their markets,
which was actually something of a commercial
disappointment for Brazilian suppliers who had
put the preparation and systems in place!

However, since then, our manufacturers have
continued to develop and build on their quality
and product conformity procedures, to satisfy
increasingly demanding domestic as well as
export customers. So we do believe will be
more than ready for the implementation of the
CPR and consequent obligatory application

of CE4 and CE2+ standards, and that they
will serve in effect to consolidate the effort and
investment made to improve product quality
and uniformity — efforts that have already been
reflected in Brazil's resilient EU timber product
export statistics in recent years.

Existing laws and rules in force in Brazil meant
we were also well placed for EUTR compliance,
but the Regulation’s implementation has
brought our commitment to fair trade practice
renewed certainty and clarity of purpose.

ABIMCI itself has developed a standard
guidance package for members on the new
legality Regulation. We have also liaised

closely with European industry federations

and associations to help in the two-way
communication process, disseminating relevant
information to producers, suppliers and their
customers.

Overall, Brazilian producers see both the
EUTR and CPR as tools for leveling the playing
field against other suppliers and traders who
don'’t stick to the rules on legality, conformity
and quality. They should, we believe, serve

to reinforce existing commercial partnerships
with European customers and help create new
market opportunities for companies which
follow correct trading practice.

Brazil has done its homework. Now, we trust,
the market will reward our efforts.”
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European economics add
inferest to EUTR implementation

In the third of his ETTF-commissioned analytical reports, Rupert Oliver of Forest Industries Intelligence looks at how the
EU Timber Regulation may already be impacting trade, alongside other factors.

Implementation of the EU Timber Regulation
(EUTR) is a major step forward for European
timber companies in their battle to help eradicate
the international illegal timber trade. But the timing
is unfortunate, coinciding with a period of growing
economic uncertainty which could limit the ability
of importers to take additional risk mitigation
measures with higher illegal timber risk suppliers. It
also reduces the leverage of European businesses
with external suppliers, when other markets are
relatively buoyant.

The latest Eurostat Construction Confidence Index
(chart 1) shows some improvement in market
sentiment in several countries at the start of 2013,

but numbers are still deep in negative territory. This
indicates a widespread view that conditions will
continue to weaken in EU construction for at least the
first half of 2013. Combined with high indebtedness,
unemployment, austerity measures and low
consumer confidence, this translates into increasingly
tough conditions in European timber importing.

Chart 1: Eurostat Construction Confidence Index (CCI)
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EU-27 imports of timber products (excluding
wood furniture) were valued at €5.2 billion during
the first nine months of 2012, 6% less than the
same period in 2011 (chart 2).

Chart 2: EU-27 value of timber product imports by region of supply - years 2009-2011, Jan-Sep 2011-2
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Chart 3: EU-27 value of timber imports by product group - Jan-Jun 2011-2012 (€ million)
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10%, North America 14%, and South East Asia
-4%. And the decline affected all product groups,
except softwood logs (chart 3).

EU tropical hardwood imports fall

The EUTR is expected to have most impact on
EU trade with tropical countries, where resources
for legality verification are more limited. Review of
the most recent quarterly EU tropical hardwood
import statistics reveals a very clear downward
trend during the course of 2012, affecting logs,
sawn timber, mouldings, veneers and plywood
(charts 4-8).

Chart 4: EU-27 quarterly tropical hardwood log imports by supply country to Sep 2012
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It is too early to assess how significant the
introduction of the EUTR has been in

driving this trend, but so far it seems that
deteriorating economic conditions have been
more important.

Chart Sa: EU-27 quarterly tropical sawn hardwood imports by supply country
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Even before the EUTR, the European trade seems
to have become more risk adverse, an inevitable
consequence of market uncertainty, declining
buying power, rising costs and lack of credit.

Chart 6: EU-27 quarterly hardwood moulding imports by country to Sep 2012
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Reflecting market conditions, companies have

been winding down stock, focusing on just-in-time

trading and avoiding products subject to unstable
or volatile prices. Tropical wood, which tends
to be characterised by longer, often uncertain

delivery times, has tended to lose out.

Chart 7: EU-27 quarterly tropical hardwood veneer imports by country to Sep 2012
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At the same time, with demand relatively
robust elsewhere, tropical wood suppliers have
reoriented sales to alternative markets.

Chart 8: EU-27 quarterly tropical hardwood plywood imports by country to Sep 2012
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In particular, China is increasingly dominating the
international tropical wood market, now dwarfing
the EU. Last year, its imports totalled 16.7 million
m?® in roundwood equivalence (RWE), compared to
the EU’s 4 million m®. Imports of tropical hardwood
logs were particularly buoyant, totalling 8.7 million
m?, 4% up on the previous year (chart 9).

Chart 9: China annual tropical log imports by supply country 2008-2012
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China’s imports of sawn tropical hardwood
declined slightly last year, mainly due to falling
imports from other Asian countries (chart 10).
However, at 3.8 million m®, China’s imports of
sawn tropical hardwood were still double those of
five years ago. It is also now importing relatively
more from Africa, which was formerly more
oriented towards Europe.

Chart 10: China annual tropical sawn imports by supply country 20082012
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The impact of China and other Asian demand on
the European tropical hardwood trade is clearest
in the log market. Chinese and Indian buyers tend
to prefer logs, with the effect that prices are now
relatively high compared to lumber. This is making
them increasingly unattractive to European
buyers, and the numbers of European plywood
and custom cutting mills processing tropical logs
has declined rapidly recently.

China has also become an increasingly
important plywood supplier to Europe and other
international markets. According to its customs
data, its EU exports rose from 770,000 m? in
2009 to 1.37 million m®in 2011 (chart 11), albeit
slipping to 1.23 million m® last year due to falling
sales in Belgium and Germany.

The scale of the trade in Chinese plywood, made
from a mix of imported and domestic wood,
means it is one of the most challenging areas for
ensuring EUTR compliance, evidenced, perhaps,
by rumours that some EU traders built up stocks
prior to its implementation, and concentration of
purchasing on a more limited number of suppliers.

Chart 11: volume of Chinese plywood exports to EU Member States 2009-2012
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Anecdotal reports also suggest that EUTR is
encouraging European importers to become
more selective in the type of plywood products
being bought in China. They are becoming more
reluctant to purchase plywood faced with some
tropical species, and are scrutinising products
potentially containing Russian birch and spruce
veneers. Latest data suggests there has already
been a major shift away from both tropical
hardwood and softwood species in the product
mix (chart 12).

Chart 12: volume of Chinese plywood exports to the EU by wood type 2009-2012
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While EU plywood imports from all tropical
countries fell last year, there is also now
speculation that the difficulties of Chinese
plywood legality assurance could create
opportunities longer term for products from
Malaysia, Indonesia and Gabon. They have
simpler supply chains and are engaged in the
EU Forest Law Enforcement, Governance and
Trade Voluntary Partnership Agreement process
(FLEGT VPA) and third party certification.

Sawn tropical hardwood concentration

EU imports of tropical sawn lumber fell 14% in
the first nine months of 2012 compared to the
same period the previous year. The trade is

also becoming more concentrated in terms of
supplier countries and companies. The EU import
market share of the biggest supplier, Cameroon,
rose from 31% in 2009 to 37% last year. Part of
the reason was declining availability from other
African countries, like Ghana and Ivory Coast,
but high availability of Cameroonian FSC certified
material was another key factor.

Ivory Coast is frequently cited as creating
particular challenges in securing EUTR aligned
legality assurance. Its EU sawn tropical
hardwood import share has remained relatively
stable at 8% recently and companies with their
own concessions, which are better able to
demonstrate legal origin, are still reported to be
trading good volumes. But since the start of 2013,
there has been trade talk of movement away
from Ivory Coast framire/idigbo to Cameroonian
sapele.

Belgian strength in sawn tropical hardwood

Belgium is now the largest EU direct importer of
sawn tropical hardwood, its share of the total rising
from 10% to 23% from 2009 to 2012 (chart 13).

Chart 13: share of EU tropical sawn hardwood import volume by EU country
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Temperate hardwood is-being’marketed-
». as a tropical alternative °

This trend suggests a rising role for bigger
hardwood stockists close to major ports, acting
as intermediaries in supply of tropical sawn wood
to the rest of the Continent, due to their capacity
to shoulder the risks of delayed shipments and
fluctuating prices and their ability to provide a
just-in-time service.

The likelihood is that EUTR will push this trend
even further, with the Regulation prompting
smaller importers to reconsider involvement in
direct imports and larger EU importers having
greater resources to manage supply chains for
legality verification and certification.

Another trend is for companies to use the EUTR
as a marketing tool for lesser-known tropical
species supported by proof of legality and
sustainability, such as osanga, framire substitute
OLB/FSC certified movingui, and FSC-certified
South American guariuba.

Substitutes like South American plantation
eucalyptus grandis and temperate hardwoods
are also being promoted.

» The full ETTF trade statistics report for
the EU-27 to September 2012, compiled
by FlI, is available at www.ettf.info

ETTF EUTR market impact
reports in second phase

This report completes the first phase of ETTF
market research into EUTR trade flow impacts.
This has involved development of systematic
procedures for regular assessment of trade
statistics, and drafting of national reports on key
timber trade trends for 2011 in all ETTF member
countries as a comparison baseline for later
annual reports, with 2012 reports to follow soon.

Meanwhile, the ETTF plans to launch the next
phase of this project in the second quarter

of 2013. This will involve interviews with

ETTF member country timber companies to
assess EUTR impacts, possible constraints

to implementation and the Regulation’s
influence as a trade flow driver relative to other
commercial factors.

The interviews will target “operators”, as defined
by the EUTR, and focus on product groups
from higher perceived risk sources. The results,
assessed alongside trade statistics, will be
compiled into a report analysing EUTR impacts
and including recommendations for improving
its effectiveness.
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