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Checking traceability of timber source by establishing procurement policy

SR HOUSE

Timber procurement guideline of SEKISUI HOUSE
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average model.
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3 A house consists of 60,000 parts which are supplied by 3,000 manufacturers.

Present condition of timber supply by regions

2005
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Since 2005, questionnaire research on traceability of timber supply has been conducted for 60
manufacturers.
South America Others -
Question items
0.3% 9.2%
North 6.8% For each part of products,
America )
. species
. planted tree or not
Russia . ( ) the origin
SE Asia . Final exporting country
4 Annual supplies
. Annual purchases
3 . certified or not
3 8 7 ' 9 9 7 m e CoC CoC-certified or not
Total volume . Availability of
2006 2 2007 1 Legal certificate and type
4 From Feb 2006 to Jan 2007 ° ete.




P —

Response to amended Green Purchasing Law

’7“')—:4-'&&/-\;%@%2&7]_%1'@&% (2006E4H) Amendment of Green

: | Purchasing Law
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Items: Paper, Stationary, Sawn
timber, Plywood, Office furniture,
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e oo Measure of each company.

Problem: CSOs say that the guideline focuses only on written laws therefore the source of timber such as HCVF,
conflict timber and large scale logging with major environmental impacts of natural forest are not examined seriously.

We, SEKISUI HOUSE comply fully with the above as minimum requirements, will secure the trust of society and will
5 develop our guidelines for corporate environmental strategy to differentiate ourselves.
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Establishment of our guideline based on the declaration of sustainability

The declaration of sustainability is a commitment for contributing to achieve sustainable society while doing
business in a manner of corporate responsibility for the next generation.

LRSI

2005 4 21

P

Basic focus of the establishment of our guideline

Going beyond formal legality to substantive sustainability

Maintain high standard of sustainability that considers not
only environmental impacts but also social impacts

Refer to actual and updated information in cooperation with experts for
better implementation

Keep objectivity and transparency of the guideline

We aimed to set
a high level of objective content reflecting international standards and information exchanged with
third parties

) We took a step wise approach to improve and
achieve the goal

Understanding the influence of the supply chain while maintaining relationship with suppliers.

. NGO FoE Japan

In cooperation with FOE Japan for better implementation
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Timber procurement guideline — 10 items for sustainability
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Wood products that are sourced from areas where there are low risks of
illegal logging.

Wood products that are sourced from areas that do not include any precious
ecosystem.

Wood products that are sourced from areas other than those where the
ecosystems are severely damaged or areas where large scale logging of
natural forests has occurred.

Wood products that are not sourced from endangered species.

Wood products that are sourced from an area close to where it will be
8 consumed.
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Timber procurement guideline — 10 items for sustainability
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Wood products that are sourced from an area other than those where there are
conflicts or hostilities regarding timber production.

Wood products that are sourced from areas of planned harvesting that does
not exceed the recovery rate of the forest.

Wood products that are sourced from domestic forests in Japan.

Wood products that are sourced from plantation that is managed according to
methods that encourage the preservation and generation of a natural
ecosystem.

9 Wood products that are made from reclaimed/recycled wood.

Guideline for legality
O

Guideline 1: Wood products that are sourced from areas where there are low risks of illegal logging.

Score Regions
Measure of illegal logging

5 10% Below 10%
Finland, NZ, etc

4 10% 10%
Latvia, China, Vietnam, Japan, etc

3 30% 30%

Europe Russia, Korea, Taiwan,

Philippine, Vietnam, Lao PDR, etc

2 50% 50%

Russia FE,

Estonia, Cameroon, Equatorial Guinea, Ghana,
Brazil(Para state), etc

1 70% 70%
Gabon, Libelia, Indonesia, Cambodia, Peru, Brazil
(Amazon area), etc

10 5 Any countries would get 5 score if the legality of
timber was confirmed

Guideline for CBD
T ..

Guideline 4: Wood products that are sourced from areas other than those where the ecosystems are
severely damaged or areas where large scale logging of natural forests has occurred.

IUCN Red Databook 1994 Categories | [UCN Red Databook

& Criteria (Ver2.3)
Score Category Species

5 LR/LCLow Risk/ Least

Concern Western red
cedar, Douglas fir

4 LR/CD&NTLow Risk/

Conservation Dependent, Near
Japanese cedar, cypress, Sequoia,
Threat vt

3 VUVulnerable

Scepter, Teak, Ulin, etc

2 ENEndangered

White Meranti, etc

1 CRCritically Endangered

Red and Yellow lauan, Kapor, etc.

+2

1Guideline 3 and 9 also refer this table. Add 2 points if it is certified timber

Evaluation for current performance '.
. I

Evaluate current performance by the sum of scores for each guideline.

43
Guideline Score Total (Max 43) Ranking
15 34 34 S
135 26 34 A
26 sum<34
13 17 26 8
1 17 sum < 26
1
17 C
1 No count with lack of data for Guideline  and
,orsum> 17
135
The meaning of ranking
1 3
135
Only waste
wood is
evlauated Itis easy to set, manage, and monitor practical annual goals while

keeping high standard




Parts checked by the guideline
|

1.

Wood products that made of solid wood: Sawn timber, Engineered wood, etc for frame.

2.

Wood products that consist mainly of wood that are listed below;

Kitchen, Moulding, Boxes, Doors, etc

50%

Parts that consist mainly of wood more than 50% of weight

There are other parts that are purchased from local market by local office. However the |
above are prioritized as a first step and after achieving some success, the other part '
will be covered. !
13 :
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Comprehensive evaluating system for timber procurement

06.2 07.1
Performance from Feb 2006 to Jan 2007
S C

The system make it clearer where we should focus efforts. The challenge is how to increase S rank timer
while decreasing C rank timber.
387,997m3

Total

38.6%

B A
8.6% 23.2%

The advantage of this system

The system allows to keep a balance between an efficient progressive management and stable procurement
4hd to improve sustainability in the future while readjusting the standard of each rank.

Current condition of confirmation of timber origin
FSC
Unknown
38.6% PEFC 8.3%
SFI 2.0%
CSA 1.3%
Not certified
30.7% 4.2%
Other

387,997m?3

Total

Improve research method and make sure
about unknown sources.
The above figure is based on the idea that certified timber is

15 supposed to be clear about the origin.

1 o
Setting the minimum line for the guideline
1. Keep it legal as the minimum requirement
1

If the score of guideline 1 is one(1) or,

No score for guideline 1 due to a lack of information on logging site.

>

Request for submission of documents for confirmation of legality such as Export permit or logging

permit

>

Request for information on logging site through tracking supply chain back

1

The guideline 1 that is Wood products that are sourced from areas where there are low risks of illegal logging.

For example, Gabon, Liberia, Indonesia, Cambodia, Amazon area in Brazil, Peru, Equador, etc
16




2 About the minimum line "
]

2. Conservation on endangered species
If the score of guideline 4 is less than two(2) or,

No score for guideline 4 due to a lack of information on species.

> Study on substituting species
>

Request for information on species through tracking supply chain back

Mersawa, Parosapis
Indonesia, Malaysia,
Myanmar

Tropical hard wood

Keruing, Apiton
Indonesia, Philippine

Indonesia, Malaysia

Yellow meranti, Serangan batu

Kapur, Kapor, Red meranti, Red lauan,

Request for species that are not listed
in7an appendix of our guideline.

Progress of improvement for timber that do not meet the guideline

1 Score is one for evaluation of legality /

Moulding
Stairs
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¥imbers for Floor produced in Indonesia should be prioritized for improvement

By parts

Improvement progress

2008

3.7%

15.9%

53.8%
= ()o ()
= () B8 ()
= [

Stairs

Floor(not yet)
Plywood(not yet) Plywood(confirmed)

Floor(confirmed)

Other

J

P

A case of collaboration with suppliers in the supply chain

Collaboration on R&D with main suppliers: Study on substituting species and
its possibility and specification in order to reduce volume of lauan

For floor, there are some suggestions

> PEFC

Company A: Eucalyptus from Tasmania certified by PEFC as a substitution of lauan.

- 2008.6
Company B: Switch gradually un-certified Lauan to FSC certified product since June 2008.

PDCA

Improvement for timber procurement — Plan, Do, Check, Action

P

Review on the result of evaluation

Work with NGOs

Improve the guiqeline

[

] NGO

|

Set goal sharing

Action plan for improvement

Information

l

Improve of timber|procurement

Implement the plan

For plywood,

H

2007.5
Plywood for floor base will switch Lauan only to a mixed product with Lauan and domestic timber
since May 2007

Draw a plan with time frame while considering timing of implementation and suggestions

1. from each supplier and overall direction for improvement of timber for flooring.

Check current performance

20

Decrease rank C
Increase rank S

[2Ne}

Work with suppliers ‘

Information sharing
Instruction for each supplier

Check progress of improvement
Keep the minimum line
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Challenges
1. Timber that does not meet the guideline
Prohibit its use for new parts
Prohibit its use in a certain period
the above decision will be discussed
2. Method to confirm legality

Practical and efficient
legality confirmation, that is, to ask submission of documents that are linked to the
timber origin and could be implemented with reasonable cost.

=

Institutional design for improving traceability

Keep transparency of information on the origin and species
21

Enlightening activities for end users ol
e —

cf.

Thinking of timber legality is still difficult for end users because there
are no visible incentives to choose it and to feel the impacts that will affect the forest. In the case of
chemical materials, it is easier to raise awareness.

- Need narrative or comprehensive incentives

We recognize that it is import to educate end users on the meaning of timber utilization
with comprehensible tools while improving supply chain with full implementation of the guidelines.

" Thank yolitoryoLr atention 4

sFormore information, please contaét;
Tel. 06-6440-3374
(Mr. Sasaki) m-sasaki@ga.sekisuitiouse:cao.jp

(Mr. Kido). k-kido@ga.sekisuihouse.co.jp




