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Many TTF members source products from 
China. China in turn is the world’s largest 
importer of timber, as domestic timber supply 
of industrial wood has failed to keep up with 
China’s industrial manufacturing needs. The 
main countries supplying China are Russia, 
United States, New Zealand, Thailand, and 
Australia (DCCC report Jan 21 2020). China 
faces increasing pressure to address its 
influence on illegal logging around the world, 
due to its growing demand and export of wood 
and wood products (EIA and Nepcon).

Soil Association is a Monitoring Organization 
in the UK, approved by the UK Competent 
Authority to assess the due diligence systems of 
Operators, designed to meet the requirements 
of the EU Timber Regulation. We have worked 
with the UK’s Timber Trade Federation for 10 
years by auditing their members adherence to 
the TTF Responsible Purchasing Policy. During 
this time our auditors have seen the broad 
range of products supplied to Europe from 
China, the world’s manufacturing hub.

A few clear themes have emerged in our 10 
years of auditing products imported from 
China:

• Supply chains tend to be more complex
due to large volumes of imports

• Large volume of composite products with
inherent risks due to the mix of species,
such as plywood and flooring

• Use of tropical species is quite typical in
products sourced from China, however

recently there has been an increase in use 
of plantation species, especially in the core 

Another common issue is the incorrect use 
of certification: suppliers might be certified, 
but products are rarely imported with a valid 
certification claim.

If you are sourcing timber from China you 
should take care to ensure that you understand 
the risks which might be present in your supply 
chains, how to establish the degree of these 
risks, and what you can do to mitigate these 
risks to allow you to import timber products 
from China in compliance with timber trade 
legislation. 

Your obligations as an Operator chiefly consist 
of carrying out thorough Due Diligence 
(referred to as DD from this point onwards) 
The core of the DD system is that operators 
undertake a risk management exercise to 
minimise the risk of illegal timber entering the 
EU. 

The EUTR requires Operators to research 
specific risk areas in order to determine 
whether a product carries any non-negligible 
risks of being from illegal sources. 
It is important to respond to all questions 
asked in your risk assessment before giving 
an initial risk conclusion. A product can only 
be said to carry negligible risk if no risks are 
identified for any of the indicators. If any 
risks are identified, the product carries non-
negligible risk. 

China is one of the largest supplying countries to TTF 
members on Plywood and Flooring, in the RPP reporting 
year 2018-2019, China alone accounted for more than 36% 
of imports for plywood and 26% for flooring. 

In this report, we invited the Soil Association to share 
their observations on members’ due diligence actions 
when importing timber products from China, the 
common areas of failures that companies often miss and 
recommendations on good practices. 

BACKGROUND TO THE PROJECT
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Each identified risk must be specifically mitigated before the 
product can be classed as negligible risk and safe to import:

For more guidance on what a EUTR-compliant due diligence system looks like, please 
refer to the TTF Toolkit, as shown below.   

For a list and examples of legally required documents, see WWF GFTN ‘Guide to legal 
and responsible sourcing’ and NEPCon (2017) ‘China document guide’ 
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Since the implementation of EUTR, the industry 
now has widespread guidance and information 
on what is required when importing timber 
into the EU, however, the EUTR does not offer 
guidance on how a business should implement 
Due Diligence (DD). Every business operates 
differently and under different circumstances, 
so the way businesses gather information and 
assess risks differs greatly. This therefore can 
result in varied compliance and insufficient DD.

We have listed below a few key areas to watch 
out for, as well as examples of common pitfalls 
when carrying out due diligence for imports 
from China. There are three main categories of 
risk to consider, detailed below.

Country level risks

The Corruption Perception Index (CPI) 
developed by Transparency International is a 
good place to start when assessing the level of 
risk in a supplier country. As an approximate 
guide, a CPI score lower than 50 indicates 
that high likelihood of risks related to poor 
governance, such as legality documentation 
not necessarily available or reliable due to 
the poor enforcement of law. Transparency 
International scored China with 41/100 in 2019. 

You must consider the risk rating of each 
country involved in your supply chain. 

A low CPI score might indicate, for example, 
that it would be unwise to rely solely on 
documentation to mitigate any identified risks, 
especially if any other risks are identified. 
You should consider other more robust risk 
mitigation measures, such as supplier audits, 
3rd party certification, or a thorough testing 
regime.  

Here are some common DD pitfalls, with 
examples for context:

Use of out-dated legality documents: e.g. an 
out-of-date harvest permit showing timber 
harvested over 3 years ago: it could be stored 
before use in production; however, it poses 
concerns due to documented illegal trade across 

the Russian border and the current logging bans 
in place in China. 

Documents showing contradicting information:
e.g. an invoice between the harvest source
and the sawmill shows the transaction of
logs is dated in 30/12/2016, while the invoice
between the sawmill and the finished product
manufacture shows a transaction of board is
dated on 27/10/2016, two months earlier than
the transaction of the log.

Failure to assess, collect and provide key 
documents to prove legal compliance with 
applicable legislation: e.g. a lack of legality 
documents gathered for imported timber. In 
the case of Indonesian SVLK timber, no V-Legal 
certificate present, or a lack of CITES permits for 
Russian Oak. Much of this will be due to lack of 
awareness on what documents are required for 
different sourcing countries.

Species level risks

A Global Witness report from April 2019 
found that 80% of tropical timber sourced to 
China comes from countries with low CPI and 
worrying levels of illegalities due to corruption 
and weak governance. This indicates high risk 
levels of illegal timber entering China.

You must carry out research to check whether 
there are any documented issues around 
illegal logging of the species used to make your 
product. 

The more valuable the species, the higher the 
risk that it might come from illegal sources, as 
the incentive to substitute or mis-declare the 
species used will be higher.

An increasingly popular way to mitigate the risk 
of species substitution or mis-declaration is to 
use testing. The main thing here is it make sure 
that the testing methodology you choose is 
appropriate.

Here are some issues we have found when 
verifying due diligence which uses testing as a 
risk mitigation measure:

RISK FACTORS FOR CHINESE 
TIMBER PRODUCTS
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Choosing the wrong testing methodology, for 
example a DNA test to mitigate risk of CITES-
listed Russian oak being mid-sold as European. 
The correct test to use in this instance would 
be stable isotope testing, as this shows the 
geographical origin of the timber. 

Insufficient sampling regime / testing 
frequency: testing the sample sent to you by 
a potential supplier is not enough to mitigate 
the risk of substitution within a supply chain. 
If you are mitigating the risk of mixing by using 
testing, this needs to be done regularly, and 
ideally randomly.

Supply chain level risks

The NMRO 2015 report on Chinese Plywood 
found high risk of timber contamination 
(mixing) and substitution in production and 
trade. Plywood often consists of several species 
in the layers of core, face and back veneers. 

This means that one sheet of plywood can 
have timber from different sources and various 
countries resulting in a long and complex 
supply chain. Operators must fully map 
their supply chain at each stage (harvesting, 
manufacturing, sale), as any gaps reduce the 
confidence in the origin and legality of the 
raw materials in the product. Here are some 
common supply chain issues:

Failure to fully map supply chain back to 
forest/s of origin especially when the product 
contains timber originated from high risk 

origins/regions (with low CPI)      

Failure to assess risks related to the complexity 
of the supply chain. This could be:

• risks of mixing/substitution of unreported /
unsubstantiated material or species

• risk of unreliability of paperwork from
product which is known to be sourced from
high risk country of corruption

• risks of suppliers engaged in activities
associated with illegal logging.

Difficulties documenting supply chains esp. 
when raw material originated from high risk 
countries/regions.

Other issues  for products from 
China

The inappropriate use of Certification/
Verification schemes, e.g; wrong certification 
claim;  lack of evidence to confirm certification 
claim; the product/supplier is not covered 
in the certification/verification report; the 
certification status of the supplier or the raw 
material is used as evidence to back up the low 
risk claim in a non-certified product.

Failure to fully trace chain of custody of 
certified product. where the certified claim and 
code missing from invoices, product or species 
not covered by certification scheme, the 
certification status of the supplier or the raw 
material is used as evidence to back up the low 
risk claim in a non-certified product.
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RISK: A collection of documents is presented to the auditor as evidence of Due Diligence, without 
proof that the importer has taken the time to understand these documents

MITIGATION: The documents should be specifically referenced either in the supply chain map, or the 
body of the due diligence narrative

RISK: Overreliance on paperwork received by suppliers. Operators not assessing the paperwork 
themselves for accuracy and not demonstrating how key documents have been verified

MIITGATION: Independent research should be done to make sure the correct kind of documents are 
obtained. These should be interrogated in terms of volumes, dates, species, etc

RISK: Failure to substantiate an action taken, such as evidence or report to support the ‘factory visit’ 
took place    

MITIGATION: Make sure that every claim you make in your due diligence can be backed up with clear 
evidence

RISK: Insufficient and lack of narrative detailing thought processes and decisions, therefore not 
concluding reaching Negligible risk before placing product on the market.

MITIGATION: Clearly state how the risk mitigation actions you have taken lower the specific risks you 
have identified for your supply chain

RISK: Lack of evidence or record of risk assessment, such as no evidence of websites checked (no 
link to source site, no date, no print screen)

MITIGATION: Always save your sources when you do research

RISK: Failure to demonstrate when the Due Diligence actions were conducted, and for which set of 
products placed on market.

MITIGATION: Make sure you can demonstrate that you have carried out full due diligence (including 
any risk mitigation you decide is necessary) before the product is placed on the market

NB: These issues do not necessarily confirm illegal practice, but they raise questions about the way supply 
chain risks are being assessed and managed, and whether they need to be further mitigated. Not doing so 

could lead to concerns regarding the credibility of the Operator’s due diligence actions.   

COMMON PROBLEMS WITH PRESENTATION OF 
DUE DILIGENCE AND WHAT TO DO INSTEAD
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European Oak Flooring is one of Jolly Oak Co’s 
most popular products. Their supplier Shandong 
Flooring Co provides them with French oak 
faced flooring; the core veneers are made of 
plantation species such as eucalyptus and 
poplar, sourced from China. 

Know your supply chain

The logs used to make the product are 
imported into China by a trader, who supplies 
Shandong Flooring, who make the flooring 
product. The nature of the supply chain 
immediately flags up that there are potential 
supply chain-level risks to consider. The longer 
the supply chain, the higher the risk of mixing 
or substitution, especially 
for valuable hardwoods used in composite 
products. 

China’s CPI score indicates a risk of corruption, 
which means that documentation cannot be 
exclusively relied on: the lower the CPI score, 
the higher the risk of document forgery. 

An important part of Jolly Oak’s due diligence 
process is the creation of a detailed supply 
chain map for the product, tracing the timber 
all the way back to the forests of origin. This 
map includes links to documents provided by 
the mill (such as invoices, bills of lading, 
certificates of origin, purchase contracts) 
which show the movement of the timber 
between all links in the chain. These 
documents are thoroughly checked by the 
company, to make sure that dates, volumes 
and species match, and that there is nothing 
else which rings alarm bells. 

Watch out!

Jolly Oak rejected a potential supplier 
based on inconsistencies in documents for a 
shipment of oak logs imported from France. 
The issues were:

• The French felling licence provided by the
mill was 8 years older than the invoice for
the purchase of those same logs by the
mill;

• One of the invoices supplied looked like
it was tampered with, as the importer’s
name was in a different font on a different
background to the rest of the document;

• The documentation provided was overall
for a much lower quantity than what would
be needed to fulfil the contract about to be
signed by Jolly Oaks;

• A ‘certificate of origin’ included in the pack
was issued by the mill’s own marketing
department, rather than by an official
government body.

That supplier was later implicated in an 
investigation into fraud in FSC®-certified 
supply chains. Jolly Oak Co were very pleased 
indeed to have detected potential issues with 
that supplier based on a thorough check of 
documents.

The nature of the supply chain shows that 
there might be risks in importing this product. 
To make sure they have all the facts and 
comply with all aspects of the EUTR, Jolly Oak 
must also conduct a detailed Risk Assessment 
which addresses each risk category specified in 
the EUTR.

What are the risks?

Each risk category specified in the EUTR must 
be investigated. The sources of information 
which are used to decide the risk level should 
be accessible to auditors for up to 5 years 
after the product is imported. A designated 
staff member is responsible for updating 
the research once a year and knows well the 
importance of saving their sources.

No evidence is found that the species are at an 
especially high risk of illegal logging in France 

THE GOOD

What makes their DD good?  

1. Thorough understanding of supply
chain.

2. Well documented evidences.
3. Appropriate mitigation actions to tackle

each risk factors identified (doc check/
translation, testing, site visit etc).

4. Well-articulated thought process used
to present due diligence.
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nor is there any evidence of EU or UN 
sanctions, or risk of timber sales being used to 
fund armed conflict. However, an NGO report 
flags up a possible risk for oak products 
coming from China: substitution with CITES-
listed Russian oak (Quercus mongolica), 
imported into China and mis-sold as 
European or American.

A summary of risks identified for this product:

• Non-negligible risk of corruption and 
document forgery for the Chinese supply 
chain;

• Specified risk of mixing and substitution 
with timber of other origin for the oak 
face veneer.

The product carries potential 
high risk. Can I still buy it?

To comply with the EUTR, each identified risk 
must be mitigated before the product can be 
considered safe to import.

Jolly Oak addressed the risk of corruption 
and forgery by mapping the supply chain, 
translating all relevant documents, and 
thoroughly analysing the information provided 
to look out for any inconsistencies. 

The risk of substitution with illegal timber was 
mitigated by using stable isotope testing of a 
sample of the product to confirm the French 
origin of the face veneers. 

Once the above two measures were carried 
out, Jolly Oak concluded that they successfully 
reduced the potential risk to negligible levels. 

As due diligence must be continually updated, 
and Jolly Oak believe in building long-term 
relationships with trusted suppliers, they also 
implemented the following measures:

• The cost of stable isotope testing is
included in the contract with the mill,
as Jolly Oak know this important risk
mitigation measure will need to be done
regularly in order to be effective. The
purchase contract with the mill includes a
clause for random sampling of product 4
times a year, to ensure the risk is effectively
mitigated.

• The company also visits the mill once a
year and conducts a traceability audit
during their factory tour, as well as and
interviews with relevant staff. These
visits are documented and can be shown
to the Competent Authority’s auditors
upon request and have the bonus of
strengthening the relationship with the
supplier.
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Silly Oak Co prides itself on their bespoke, high 
quality, PEFC certified Oak furniture.  The oak 
is sourced from America and is manufactured 
in China. This sounds like a simple case, 
however they were found to have many non-
conformances relating to their mitigation. 

As part of Silly Oak’s due diligence, they 
have conducted a Risk Assessment which 
incorporates the CPI scores of the supplier 
countries. Although the country of harvest is 
deemed low risk, they have correctly reached 
non-negligible risk conclusion due to the 
product being shipped from America to China 
which has a low CPI score and a risk of mixing.

To mitigate the risks, Silly Oak has outlined 
mitigation measures including; 

• Using third party PEFC certification
• Annual visits to Chinese manufacturer
• Annual species testing

So what went wrong? These 
measures look great!

Silly Oak gathered their American supplier’s 
PEFC certificate and checked validity on the 
PEFC website. However, they did not check the 
transaction documents in the supply chain to 
confirm the chain of custody was unbroken. 
The transaction documents did not include 
a certified reference to an active certificate 
‘certificate code’ and ‘certificate claim’. 
Therefore, the end product cannot be claimed 
as being PEFC certified and mitigation has not 
been fully implemented.

The annual onsite visits to the Chinese 
manufacturer were listed as a mitigation 
measure, but no mitigation action was 
evidenced. No information or site report 
available to confirm who, what and when the 
visit happened. Due to the lack of evidence, 
this mitigation measure has not been fully 
implemented. 

Watch out!

Silly Oak Co conducted species testing 
using Wood Anatomy (microscopic wood 
identification). The test provides evidence that 
the material is Quercus spp genus ‘White Oak’ 
as declared by suppliers. But, fundamentally 
does not provide evidence that the white oak 
originates from America as declared nor does it 
distinguish between Quercus Alba and Quercus 
mongolica. 

The appropriate tests are DNA analysis or 
staple isotope to mitigate the risks of mixing 
species and origin.

THE BAD

What makes their DD bad?  

1. Not identified supply chain level risks.
2. Inappropriate mitigation, the wrong

timber test was used.
3. Inappropriate mitigation, not

understanding how to check PEFC
certification.
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Punk Plywood buy Meranti-faced panels from 
AnHui  Panels. They are a reliable supplier and 
provide a good quality product which is 
popular with indoor furniture manufacturers.  

The face veneers are made at a mill in 
Indonesia from native Meranti, and the core 
veneers are made of Eucalyptus Grandis from 
the Solomon Islands. 

Take me back to the forest

The core veneers are made from logs sourced 
from the Solomon Islands, but no information 
on exactly who supplier the veneer mill.

Punk Plywood were not able to obtain all the 
information necessary to create a complete 
supply chain map, and as a result key 
information for their DD was missing. For 
instance, they have no evidence that the logs 
processed at the Chinese mill were legally 
harvested. 

You said know your supplier – 
we visit them all the time!

Punk Panels’ MD regularly visits the company’s 
3 Chinese suppliers, including Anhui Panels, 
and is always pleased to find a very polished, 
professional operation there, and firmly 
believes that a close relationship with 
suppliers has a lot to do with their reliability 
and the quality of the products.

He does not really look at anything specific and 
does not collect any data or documents during 
these visits (other than pictures of the delicious 

food he is lucky to eat which he sends to some 
of his colleagues and friends back home). 

What happened at their audit?

Punk Plywood know that Eucalyptus is widely 
available from plantations in the Solomon 
Islands, so do not consider it to be high risk.

They also know that Indonesia is the only 
country to have a FLEGT licensing system in 
place, and they know that FLEGT-licensed 
products are exempt from due diligence under 
the EUTR. So they know that they do not 
need to collect anything for the Indonesian 
component of the panels. 

They created a summary document listing the 
information above as justification for giving 
the product a low risk rating, as they have also 
obtained copies of what they are told are the 
business registration certificate for the veneer 
mill, as well as proof of payment of export 
taxes; (AnHui Panel confirm this is all they need 
to show the timber is legal, so they did not 
bother having the document checked.) 

They also listed the regular supplier visits as 
further reassurance that the product is indeed 
legal. Sadly, in the absence of documented 
evidence which shows how the visit has 
mitigated specific risks which might be present 
in the supply chain, Punk Plywood are not able 
to use their supplier visits as evidence of risk 
mitigation for their EUTR due diligence.

So, what went wrong?

Relying on the close relationship with their 
supplier, the company gave the product a 
negligible risk rating and did not carry out a full 
Risk Assessment. 

• They were unable to demonstrate
investigating the risk of origin for the
Solomon Islands

• They did not investigate  the documents
they received as proof of legality

• As the Indonesian veneers were not
imported directly into the EU, the timber
was not actually FLEGT-licensed.

THE UGLY

What makes their DD ‘ugly’?  

1. Incomplete supply chain map.
2. Not assessing all of the risks.
3. Lack of document checks.
4. Insufficient mitigation, no evidencing of

site visits.
5. Insufficient mitigation, not

understanding FLEGT licensing.
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• They did not document their supplier visits.

What should they have done?

The company should have researched each risk 
indicator specified by the EUTR and assessed 
each risk as either negligible or non-negligible, 
with sources. The risk assessment also needs 
to investigate supply chain-level issues, which 
Punk Plywood did not touch upon.

• They should have mapped the supply chain 
back to the forest of origin

• They should ensure that they understand 
the documents provided to them, by 
translating relevant parts and interrogating 
the information

• The mill should have supplied them
with a copy of the V-Legal certificate for the 
Indonesian veneers, which is the equivalent 
of a FLEGT licence for exports from 
Indonesia to countries outside the EU.

• To make the most of their supplier visits, 
they could carry out a factory audit, 
ensuring that they document the results – if 
the audit is based on risks identified during 
their risk assessment for the product, they 
can use it as evidence of risk mitigation in 
their DD.
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About the Timber Trade Federation

We are the voice of the UK timber industry, supporting 
and promoting our members’ interests for over 125 years. 

Our members constitute timber importers, merchants, 
agents and manufacturers, all operating under our world 

leading Responsible Purchasing Policy due diligence 
system. Find more info on our website: www.ttf.co.uk

a: The Building Centre, 26 Store Street, London, WC1E 7BT
p: 020 3205 0067
e: ttf@ttf.co.uk




