EA: REREI—Szoi—
Environmental Investigation Agency

* YU brERYVRUICAREEE. RELEOREZRICL L TLVHNGO
NGO with offices in D.C. and London committed to addressing the drivers of environmental crime
O By 2IN—27
Campaigns:
* HAELEYODEEEI
Illegal wildlife trade
o BRI HEMRER
illegal deforestation
o
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Transparency International’s Corruption Perception Index, 2017
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FOREST LOSS IN ROMANIA 2000-2014
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EIA 2015

EIA 2018

BEHIND THE SCENES

HOW LOG YARDS HIDE THE DESTRUCTION
OF EUROPE'S ANCIENT FORESTS

' I)IL—< =7 ? Why Romania?

* A—Ov/IRDEBEMOHER(OSTELERAVOFTFETHEERL)
around half of all Old Growth Forests in Europe (not countmg Russia and
Scandinavia)

CENGEYBHRE- VT AAHhS, ¥vT
;r?i\ciI biodiversity — bears, wolves, lynx

* BELKEOBWVWIRY

high risk of illegal logging

CHEMITIKTFET I AT AITKELRE

strong impacts on forest-dependent
communities

*EUMBE

EU member

Photo: Ldszl6 Potozky
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lllegal logging in Romania

BEL AR EE-TaEn B
R DERN D o KM & B
Theft of timber, using fake permits,
cutting outside of legal boundaries

HERBALUBOL—=7IC
BEWLWT, ZLOHFMMBELLERH
FELLEFEND

Many forestlands stolen from rightful
owners in post-Communist period

IL—ZT7 DHF M
Romania’s Forests

* by k& TFH50/50

Spruce and Beech — about 50/50

* FYE-GEEBBRADOEHRAS. KRR, N(ATR

Spruce — used as framing lumber for house building,

furniture, biomass
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HS& S DTEE
HS Product Types

K#t:
koEETY
(Ly Fo9 Rl RIA bDwE)
Lumber:

Spruce and Pine
(red and white wood)
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Glulam:

Edge-Glued Panels,
Beams
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Public Version of FSC's Complaints Panel Evaluation report - Policy for Association complaint - WWF Germany
vs. Holzindustrie Schweighofer — October 2016

Policy for Association complaint by WWF Germany against Holzindustrie Schweighofer

14 October 2016

Recommendation to the FSC Board of
Directors

Impartial Complaints Panel consisting of Leo van der Vlist, Heiko Liedeker & Berty van
Hensbergen

FSC shall di: iate from { i i and all by Gerald
Schweighofer.
FSC 2016

—%, HS#HDHALD/ N1 7 —[2HS=1E 1) X & & 5FHT
Meanwhile, HS’s Japanese buyers say HS = Low Risk

FSCEMR/ R DE LR 201653510;1
Key findings of FSC expert panel, Oct 2016

HS#L D1T% HS had:
o EXZLGAHMEFHEA

purchased illegal timber

° o - ) L
%g%;xﬁgéxﬁbﬁﬁfiﬂﬁbﬂ/

purchased logs cut on land stolen from local
communities

BEGHIREEG T B L 5 A —F XFE
eveloped a bonus system that encouraged illegal
logging
. ngz?éﬂtﬁ@ﬁé‘/l 5/95‘1/: ?"é@/:%‘ +HET
an madequate due dl/lgence system to avoid
illegal timber purchases

W= =T 5 DIHEDH KH L
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created a business “culture” favoring cheap wood
over legal wood in its Romanian sourcing

enrcnmental




I—T T OELENHSH %
BmEEE
20184£5830H

Romanian police raid HS
May 30, 2018

e

*HBE CORIE, Bife. FEGFHEIGE ., BIEKE
* misappropriation of public auctions, tax evasion, unfair competition, illegal logging
V=X ZTBROAEICL D &, HHIFERDHAIZ250051—ALLE
NIEEEE5AT-
Romanian government found that HS has caused at least 25 million Euros of lost eIs

vestigation
agency

revenues to the Romanian state

Planned and

7954 FICEITHHSHDEE
HS in Ukraine

s EICABEE CNGOD [7—RH A
b1 AR2018FRICHEK LIz LKR— kI
EBE. WY TAFTIEEERROR
Mo 2 —I2B T 5HFRALEICTH
nctwd
UK-based NGO Earthsight released a report in late
2018 which found widespread illegal logging and
forest sector corruption in Ukraine

nitary’ timber harvesting in Ukraine, 1990 to 2017

‘Sanitary’ logging

Logging under management plans

COMPLICIT IN CORRUPTION

are failing Ukraine’s forests

* HS#EIF2017FFE TV 54 TEARMD
I—Oy/IRERKOBATIZo 1=
Until 2017, HS was the largest European importer
of Ukrainian logs

Cearthsight

How bilion-dollar firms and EU governments.

Qearthsight

V9 74T RKEFTHIZEHE T HEEK

Ukraine: Corruption in sale of timber

iR Ll ERIIE
THEORY PRACTICE

WM, RIS & > TR ERE @
\El Independently sells logs freely at auction \

KM DFEEN & B

aﬁ Control sales W
N orAve < SAFRO) B B HE
Y— hiG{HHE TSFEIZFEEN fﬁl e m SAFR top officials
Logbuyer | pays market rate to SFE Log buyer
Mill
/ SFE & RFMB
o 0w
SFE & RFMB
officials

Qearthsight

797 547)  HSHDF AN FHMEICHREE

Ukraine: HS subsidiary bribed Forest Minister

VA4 TATORBEICKDFECHHALILEE:

Pre-trial investigation by Ukrainian prosecutors found:

ANIES OFFSHORE FIRMS

Willora Company Inc

OFFSHORE SHELL Ct

Vestera Group SA

IS,

US$3.7m o0
+€10.8m = s

IE

€/%

IE

STATEroREETY directly controlled sales by I
ENTERPRISES

c DISAFTOREEDANIZEDS

ELHSHDOD Y 54T DF=#
ET a9 b Oy FFHAE
(2011-20144F [ TEBg) IS8 5 21—
ODEEREELTLM:

Ukrainian prosecutors found that HS’s subsidiary in
Ukraine paid millions of euro in bribes to Viktor
Sivets, Forest Minister from 2011-2014

FURIEDOMLANILOEEHED
S2TWAHEHRTIE, HSE T v Hi—
OHHDBRMNERINTIDS

Ongoing more recent cases involving provincial level
officials, in which both Schweighofer and Egger’s
names are mentioned

T—RA5A4 MI2014FEIZO Ry +
FHENEBRESN=ZEXTOT
B D FEA R TUOEELE 2
=LT-

Earthsight uncovered evidence similar Kiev-level
corruption has continued since Sivets ousted in 2014

Qearthsight
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FSCHPEFCA?  S@IEES v RT59F 4 RSB S EMNTE B, nt%*ij% AKERBORE
FSC or PEFC? ZORRHEFE SN FAIER S g ]
Certification can help to guide good practice, but the
limitations have to be understood

THE ROLE OF LOG DEPOTS IN SCHWEIGHOFER'S
ROMANIAN SUPPLY CHAINS

Log Yards (Depots)

FSC3 PEFCH BRI B A
H=ZXLERNTLD
Neither FSC nor PEFC have
effective self-enforcement
mechanisms

FSCTRRADGC EHFFR LI
TOFmELHEL TS
FSC at least has a functioning
complaints procedure

PEFCY R T LIF &k D IRIZ
ELTIEELHEL LN
The PEFC system is completely
ineffective as an indicator of
legality

PRODUCTION FORESTS. NATIONAL PARKS & ILLEGAL LOGGING
OTHER PROTECTED AREAS

FIVRRFLUY— AV B—FaFIb, 20175
Transparency International, 2017
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HSHOEBMSDAMEEAE -
Schwelghefer sourcing ISR EEeE = . .
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“Official” logging site \ 0 A AT 0 1 : ¢ . IW—=Th5:
R ‘ * 2013-230Am?

° 2017 - 1205 m3From
Romania:
® 2013 - 2.3 million m3

° 2017 — 1.2 million m3
LML, 201751
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HS SHYYAET

b : X diy N T &)
f%%d)&#{iﬁ ‘ Ay N i . ; * But, in 2017:
Activesloggin : W o S5 o S / 1.6 million m3 in imports chweighofer 24148
ORI L : ' PSS g vk (Belarus, Slovakia,Ukraine, =
> PPSAT TN 3 . o N etc) il
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SHSHDAM D 5 H6PS X T L TBEFATHE
-> only ~20% of HS logs are tracked with its GPS
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FSC-certified forest
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Not always effective
implementation

|: 79 2 —=)LLL EAVEE

kSN TWB (ERELD
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Example: >7 hectare
clearcut (maximum legally
allowed is 3 hectares)

I BUILT ON LIES

NEW HOMES IN JAPAN DESTROY
OLD FORESTS IN EUROPE

BARADR5E

Sales to Japan

Table 1: SCHWEIGHOFER EXPORTS FROM ROMANIA TO JAPAN FROM 2015 TO 2017

S aNAORT7— I —=FHOBARBEEFT LS 10t —&
1. (RANEZE mad¥52B mEmMM: ¥1.78

2 ERME maH¥1.8B mE/H: ¥1.38

3. BT E v EmMM 268

| H

4 (RFERIRM mAH Y13 B mERM: ¥427 M

5. WEEH maH¥637 M m KA ¥1.1 B
6. v/ \ A WA ¥881 M W SR ¥472 M

7. RUATERAT maH: ¥284 M m SR ¥476 M

I

October 2015,

ElA report released June 2016, EIA

Japan report
released
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#1 / SMB KENZAI CO LTD (since Jan 2017

8l ON—2 =T H 5 Ok H #(2015-2017)

Feb 2017,
F ( disassociates
from HS
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Due Diligence e
1. B ORBEF = —ICET 515 &Y
Get information about-your supply chain*

2. AR ORBF z—ViIcBELAH
s % Al

Assess the Risk that illegal timber h :

3HBALLEYRY 2ERT
“IVlitigate any identified Ris T
—SEVRIENEBAT AEE. BATSRMOEMZMOVELHS

If you buy from a highrisk country; you'need to’know:whece yourwood comes
from N, S

—EEBA NS 2 EERIDLENDHS

Customers need to demand more

/ 3 E;)‘/Z’{7 LID— A 08 —F Y aF L OEKRERE

Transparency International’s
Corruption Perception Index, 2017 20
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Risk Evaluation — from NEPCon
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Timbe2r value
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Medium
Risk

1248

BROLARL
Corruption level

31

AY7-FE- BRO#EF—>
Russia-China-Japan Supply Chain

Respublika
g ' Buryatiya

nUde . Chita
e QU
MEE= 2T
_Ulaanbaatar

M on g ohia
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MHardwoods

[Jsoftwoods
) Logging Area

A sawmill

Wi Trade Flow:

——Railroad

L SeaPort

U Sprovince
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EIA 2014 - OY 7 — hE - BA: 28

EIA 2014 - Russia-China-Japan: pine

s ZE-hERADO DT EARMBMAT
San Xia - Largest Chinese importer of Russian timber

c BELGOVTORBEEEN SO TEMMEEA o e
Bought Russian pine from illegal Russian loggers Ta ()

s CIENEEEIIREEAERRFEC O TR 105/120 x 150~360 x 2980~5980mm
San Xia officials had intimate knowledge of extensive illegal cutting

e EIG)%H%% B A @ 11 H%~90%
SR - FEEHAE RN

CBE-TyaARZT Ry RIL—L
Chinese manufactures: ~90% for Japan

® Shuang Hua - edge-glued pine lumber for house construction

Long Hua — ash-veneer bed frames
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: Japan S Clean Wood Act

\ﬁEEA—X 2R H OB T R L

Paper -based — WI” never be effective i high-risk countries
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= Clear, strong due d|I|gence guvdance isneede »" withsreal penalties

== =A
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Conclusmn

« g U—2y RAQRABENENBE
Robust enforcement of the Clean Wood Act is needed

c KEDSYRIAHMNERICHASA = EZIK(DIEIWM%%%# LTW3
Large amounts-of high-risk timber coming into Japah— undercqﬁ;tng Japanese domestic forestry

* RED LA L —EKEE Y R A ORE~DRAEHNHT 5DISTHRNH
Y. Mt ESIELFSCLICEYBERADHERICEEREZ 6L TS -
BATEREL C &N A EE
U.S. Lacey Act has been successful in decreasing high-risk timber coming into U.S.-and increasing
prices, benefitting U.S. domestic industry —same could happen in Japan

c BADMARERTA—TAUPI DADREAEERET B
PBE-FYRAVETEBABRETLEVGESEIEDGEL

BYnEscEnELE
Thank you!
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David Gehl

Traceability and Technologies Coordinator
Environmental Investigation Agency (U.S.)
EMAIL: davidgehl@eia-global.org
TEL: +1 202 483 6621




