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1 
This issue

Are the assets sustainably managed? 
This is a common and important question 
when considering investing in the 
timberland asset class. For us this is a real 
and tangible consideration since all the 
investments we make on our clients’ behalf 
are in the rural landscape, intermixed with 
other land uses, neighbours, watersheds 
and wildlife. We also find that the 
motivation behind the question typically 
relates to some or all of:

 ◼ The consistent flow of harvested wood 
over time, in balance with or below the 
rate of new growth;

 ◼ Environmental impacts associated with 
operating a timberland investment; 

 ◼ Social impacts; and

 ◼ Differentiation from real or perceived 
poor practices elsewhere.

In addition to these environmental and 
social considerations, we also see a 
number of commercial implications arising 
out of maintaining transparent sustainable 
practices, including:

 ◼ Market and brand differentiation;

 ◼ Maintenance of market access to 
buyers with strong socially responsible 
investment (SRI) policies;

 ◼ Premium prices in markets where buyers 
are willing to pay for higher standards of 
management; and

 ◼ Risk mitigation against disruption from 
poor environmental and social practices.

 ◼ To shed some light on how Stafford 
manages and monitors the sustainability 
of its timberland investments we first 
developed this Diary note in 2008 in 
conjunction with our first survey on 
the use of third party certification to 
independently verify environmental and 
social practices. This, our 6th revision, 
further refines ours views and presents 
an update on our latest survey.

We are pleased to report that the area 
of timberland into which Stafford entities 
are invested, and which are certified or 
in the process of becoming so, has been 
maintained at 98%. This is despite a 
10% increase in the total area since our 
last survey was completed in 2017. A 
result that continues to provide us with 
significant confirmatory evidence that the 
policies and practices in use across our 
clients’ investments meet international 
best practice. 

“… all the investments 
we make on our clients’ 
behalf are in the rural 
landscape, intermixed 
with other land uses, 
neighbours, watersheds 
and wildlife.”
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2 
How is sustainability managed?

For Stafford, we use four key methods to manage and 
monitor the sustainability of our clients’ timberland 
investments. These are:

 ◼ The choice of investment;

 ◼ The choice of investment region;

 ◼ The choice of manager; and

 ◼ The use of third party certification to independently 
verify management practices.

These are summarised as follows.

2.1 | The choice of investment
The choice of investment has a large impact on 
potential sustainability risks. Stafford’s overarching 
investment strategy is to invest in established 
plantations and timberlands with a long history 
of responsible management.

2.2 | The choice of investment region
Each timberland investment region has its own set of 
legislative obligations, local authority policies and 
industry codes of practice, all of which will be policed 
to different degrees. New Zealand is a good example 
where the timberland industry is well regulated through:

 ◼ The Forests Act (1949), amended in 1993;

 ◼ The Crown Forest Assets Act (1989);

 ◼ The Resource Management Act (1991); and

 ◼ The New Zealand Forest Code of Practice (1990), 
updated in 1993.

Stafford’s investment strategy, in combination with 
the choice of investment, is to predominantly invest 
in countries with mature forest industries where 
appropriate legislation and codes of practice are 
both in place and – importantly – actively monitored 
and enforced.

2.3 | The choice of manager
Stafford tracks a significant number of timberland 
managers internationally, including:

 ◼ Highly developed Timberland Investment 
Management Organisations (TIMOs) that manage 
large pools of institutional capital;

 ◼ Large timberland management groups overseeing 
operations for hundreds of thousands of hectares; 
and

 ◼ Numerous small managers overseeing small, local 
investments.

Managers have different perspectives on sustainable 
management, different levels of policies in place and 
varying capacities to monitor and manage to these 
policies. While better resourced managers typically 
have better procedures, many small managers 
also have a strong sustainability focus and in some 
instances can have a greater hands-on approach.

Stafford currently has 13 key timberland manager 
relationships, spread across the tiers of manager 
described, with each manager having passed a 
standardised due diligence process, incorporating:

 ◼ Office and site visits;

 ◼ Third party reference checks;

 ◼ A manager checklist with a specific section focusing 
on sustainable management; and

 ◼ Follow up monitoring, formally through annual 
reviews and quarterly management reports, 
and informally through subsequent site visits.
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2.4 | Third party certification
Third party certification describes a process of independent 
auditing to a set of pre-defined principles of sustainability, 
which once passed, provides access to a brand name or 
logo that acknowledges compliance with the principles.

The major schemes adopted by our managers include: 

 ◼ The Forest Stewardship Council (FSC) standard, an example 
of an international scheme;

 ◼ The Sustainable Forestry Initiative (SFI), a US based scheme 
endorsed by the Programme for the Endorsement of Forest 
Certification (PEFC), a global umbrella group that aims to help 
establish national schemes; and

 ◼ The Australian Forest Standard (AFS), endorsed by PEFC.

Over the past decade the use of forest certification has grown 
significantly amongst forest managers. For example, the total 
global area of forest certified under PEFC has increased from  
194 million hectares in 2006 to around 312 million hectares today. 

Sustainability certification is increasingly linked to, but is not the 
same as chain-of-custody certification (CoC). CoC certification 
aims to track wood products from the forest to the processor and 
the distributor, and ultimately to the end consumer so that the 
consumer can make a choice between certified sustainable and 
uncertified wood products.

Certification also provides timberland managers a means to 
comply with and report against socially responsible investment 
(SRI) policies.

It may be of interest to readers to review the ten founding principles 
of FSC certification presented in Appendix 1. These not only 
cover forest management specific criteria, but also non-forestry 
issues, including compliance with relevant laws, proof of tenure, 
indigenous people’s rights and workers’ rights.

“Over the past decade the use 
of forest certification has grown 
significantly amongst forest 
managers.”

Figure 1 
Logos associated with major  
certification schemes
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2.5 | Why some timberland 
investments are not certified
Stafford fully supports third party 
certification and applauds its managers’ 
efforts to date. Stafford also acknowledges 
that certification as yet does not cover all 
ownership scenarios and may be difficult 
or impractical to implement in some cases. 
These include situations where:

 ◼ The asset is located in a well-regulated 
region, with a strong rule of law and 
industry codes of practice, typically 
in combination with a market where 
there is little or no price premium or 
preferential access for certified wood 
products. In such cases third party 
certification may be considered to have 
little or no net benefit;

 ◼ The asset is small and the aggregate 
cost of third party certification is, at least 
initially, difficult to justify. Neighbour 
vigilance is also likely to be high; 

 ◼ The asset may only consist of forest 
rights. In this instance it can be difficult 
to initiate a sustainability audit on 
only those aspects of sustainable 
management that apply to the forest 
owner versus those that apply to the 
land owner; or

 ◼ The asset may be subject to agricultural 
conversion. In this instance the land 
is due to be returned to its original 
agricultural state after the current tree 
crop is removed.

In the few instances where certification 
is not yet in place, Stafford’s due diligence 
includes reviews of internal policies and 
operations manuals, and field visits. 
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3 
Results of Stafford’s 2019 Certification Survey

Stafford undertakes a survey on the 
adoption of third party certification across 
all our clients’ investments every two years, 
with the most recent applying to areas 
under management as at 31 December 
2018. This survey requests details on:

 ◼ The gross area managed and the area 
certified;

 ◼ Reasons for not certifying;

 ◼ Whether any type of certification had 
been refused, suspended or withdrawn; 
and

 ◼ The gross area covered by conservation 
easements on title.

As covered in our introduction, we are very 
pleased to report that of the approximately 
4.0 million ha of land now in entities in 
which Stafford funds have an interest, 
a total of 3.9 million ha or 98% are third 
party certified, or are planned to be 
certified and managed to pre-defined 
principles of sustainability.

The survey covered 10 countries across 
three continents, and all of our existing 
managers, highlighting the broad adoption 
of third party certification. The main choice 
of third party certifier was FSC (58%), 
followed by SFI (38%), ATF (2%) and other 
schemes (29%).

Areas not certified totalled approximately 
96,000 ha or 2% of the lands in which 
Stafford funds have an interest, primarily 
due to situations where certification may 
be difficult or impractical to implement. 
These include approximately:

 ◼ 31,000 ha (0.8%) of forest that are either 
close to, or at the point of sale, and 
due to their stage in the investment 
process, do not warrant undertaking the 
certification process; and

 ◼ 35,000 ha (0.9%) of small, dispersed 
or juvenile forest assets that are not 
commercially viable to certify.

We can also once again report that no 
investment had its third party certificate 
refused, suspended or withdrawn since the 
previous 2017 survey was published.

“… we are very pleased to report that of 
the approximately 4.0 million ha of land 
now in entities in which Stafford funds 
have an interest, a total of 3.9 million 
ha or 98% are third party certified, or are 
planned to be certified and managed to 
pre-defined principles of sustainability.”
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4 
Conservation easements

We also take this opportunity to highlight 
that approximately 325,000 ha, or 9% 
of land in which Stafford funds have an 
interest is both certified and subject to 
conservation easements on title that 
restrict the use of land. In some cases 
this applies to high value areas set aside 
for pure conservation and in others 
limits future development to ongoing 
sustainable forest management and 
light recreation. 

Conservation easements provide 
important environmental benefits 
through increased biodiversity, 
regeneration of damaged ecosystems, 
and habitat for native plants and wildlife, 
often endangered. These areas can vary 
from small patches of forest or riparian 
zones to large areas of interconnected 
forest ecosystems.

In 2016 alone, one of Stafford’s select managers established 126 
km (78 miles) of protected riparian zones across forests under 
management, designed to minimise disturbance from harvesting, 
preserve or enhance environmental benefits and to preserve 
public amenity. 

The protected zones totalled around 70 km in Maine and another 
56 km across the US South, and brings the total protected 
stream length to almost 1,400 km since the company’s inception. 
These protected areas typically have high conservation values 
and provide a range of environmental benefits including flood 
control, nesting grounds and habitat for protected wildlife, and 
erosion control.

Manager investment 
in riparian zone 
protection

A Stafford manager  
case study

The picture to the right is typical of 
such a stream that has been preserved 
through a conservation easement on 
title. To help offset the cost of acquiring 
and setting aside this area, the manager 
sold the carbon credits from foregone 
harvest rights and is a great example 
where both environmental and economic 
benefits can be shared between 
stakeholders and investors.
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5 
Principles for  
Responsible Investment

Stafford became a signatory to the 
United Nations-backed Principles for 
Responsible Investment (PRI) in March 
2012 as part of Stafford’s ongoing 
commitment to the environmental, 
social and governance (ESG) aspects 
of its fiduciary duty to provide well 
managed and secure investments.

Key reasons for Stafford becoming a 
signatory include:

 ◼ Our belief that active management of 
environmental, social and governance 
issues is consistent with best practice 
timberland management and portfolio 
development;

 ◼ Strong alignment with our clients, some 
of whom are also signatories to UN PRI;

 ◼ The six principles are consistent with our 
existing practices and policies; and

 ◼ Further promotion of ESG 
responsibilities amongst our clients, 
service providers and managers.

Stafford is committed to supporting PRI 
and ensuring its investment activities are in 
line with industry best practice.

6 
Summary

We feel that Stafford’s policies and 
processes covering choice of investment, 
investment region and manager 
provide for a strong basis for managing 
environmental risks. We also believe that 
the almost universal adoption of third 
party certification across the Stafford 
timberland entities demonstrates a clear 
level of environmental accountability that is 
accepted by our managers and adds an 
additional layer of comfort for our clients.

As always, please contact us if you have 
any questions.

Warm regards, 

The Stafford Team

www.staffordcp.com 
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1 https://ic.fsc.org/the-revised-pc.191.htm

Appendix 1
FSC Principles

The following are the ten founding principles assessed 
as part of the FSC certification process1:

Principle 1: Compliance with Laws
The organisation shall comply with all applicable laws, 
regulations and nationally-ratified international treaties, 
conventions and agreements.

Principle 2: Workers’ Rights and 
Employment Conditions 
The organisation shall maintain or enhance the social 
and economic wellbeing of workers.

Principle 3: Indigenous People’s Rights
The organisation shall identify and uphold indigenous 
peoples’ legal and customary rights of ownership, use 
and management of land, territories and resources 
affected by management activities.

Principle 4: Community Relations 
The organisation shall contribute to maintaining 
or enhancing the social and economic wellbeing 
of local communities.

Principle 5: Benefits from the Forest 
The organisation shall efficiently manage the 
range of multiple products and services of 
the Management Unit to maintain or enhance 
long term economic viability and the range of 
environmental and social benefits.

Principle 6: Environmental Values 
and Impact
The organisation shall maintain, conserve and/or 
restore ecosystem services and environmental values 
of the management unit, and shall avoid, repair or 
mitigate negative environmental impacts.

Principle 7: Management Planning
The organisation shall have a management plan 
consistent with its policies and objectives and 
proportionate to scale, intensity and risks of its 
management activities. The management plan shall 
be implemented and kept up to date based on 
monitoring information in order to promote adaptive 
management. The associated planning and procedural 
documentation shall be sufficient to guide staff, inform 
affected stakeholders and interested stakeholders and 
to justify management decisions.

Principle 8: Monitoring and Assessment
The organisation shall demonstrate that, progress 
towards achieving the management objectives, 
the impacts of management activities and the 
condition of the management unit, are monitored and 
evaluated proportionate to the scale, intensity and 
risk of management activities, in order to implement 
adaptive management.

Principle 9: High Conservation Values
The organisation shall maintain and/or enhance the 
High Conservation Values in the management unit 
through applying the precautionary approach.

Principle 10: Implementation 
of Management Activities
Management activities conducted by or for the 
organisation for the management unit shall be selected 
and implemented consistent with the organisation’s 
economic, environmental and social policies and 
objectives and in compliance with the principles and 
criteria collectively.
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Contact Details

Stafford Capital Partners Limited

4th Floor, 24 Old Bond Street 
London W1S 4AW 
United Kingdom

Email:  
daanoranje@staffordcp.com 
stephenaddicott@staffordcp.com

Private and Confidential

The information in this document is for private circulation only and does not represent investment advice and should not be relied upon for 
investment decisions. This document neither constitutes an offer to sell nor a solicitation to invest in any of the Stafford Funds. It is for information 
purposes only and is not a recommendation. This document does not constitute an offer to sell or a solicitation to invest in any jurisdiction where 
the offer or sale would be prohibited or to any person not meeting the required investor criteria. Any opinions expressed are given in good faith but 
are subject to change without notice. No representation or warranty, express or implied, is made as to the accuracy, completeness or correctness 
of any information in this document which has not been verified.

Stafford Capital Partners Limited (formerly Stafford Timberland Limited) is a company registered in England (Company Reg: 4752750) with a 
registered and trading address at Fourth Floor, 24 Old Bond Street, London, United Kingdom W1S 4AW. It is authorised and regulated by Financial 
Conduct Authority (Firm# 225586).

Stafford Capital Partners is a member of the United Nations’ Principles for Responsible Investment (UNPRI). These principles are an internationally 
agreed upon framework to help institutional investors incorporate Environmental, Social and Governance (ESG) qualitative considerations into 
investment decision-making and ownership practices. Stafford Capital Partners is acknowledged by the UNPRI, when compared against our 
peers, as incorporating a solid framework for ESG considerations into its investment decision process (selection, assessment and monitoring of 
investments). For more information about UNPRI, visit www.unpri.org.

We are obliged to protect personal data, preserve confidentiality of personal and sensitive data, and prevent the loss of data. Please read our 
statement on personal and sensitive data that is linked on our website www.staffordcp.com/legal. If you have any questions about our personal 
and sensitive data policy and framework or if you wish to exercise your rights in respect of your personal data, please email our Data Protection 
Officer on privacy@staffordcp.com.

This document is printed using vegetable based inks onto sustainably sourced paper.


