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The banks and investors exposed to deforestation risks in Southeast Asia

Brief History of F&F

e Launchedin 2016

e Initially a joint project by TuK Indonesia,
Profundo and RAN

e Until now the website had:

o A searchable database of financial
flows to forest-risk commodity
companies in SEA

o Assessments of the relevant
policies of the 30 most important
financial institutions for the forest-
risk sector in SEA

o Case studies highlighting client
operations, including violations of
bank policies



Is Malaysia’s CIMB serious about addressing deforestation?

by Gulzhan Musaeva on 19 August 2020

e Financial journalists and analysts covering
ESG-related stories

e Using dataset generate stats, bespoke
graphs

e Campaigners use dataset and policy
assessment to show client-bank

Banks responsible for continuing
deforestation in Southeast Asia

Forest-risk companies in Southeast Asia tend to rely almost entirely on
debt financing. In view of this leverage, banks can be deemed directly
accountable for deforestation and related offences committed by
their borrowers.

malaysiakini

news and views that matter

NEWS AY | A

M'sian banks among top lenders to Indonesia
fire-linked firms

Koh Jun Lin
Published 10 Dec 2019, 11:24 pm + Modified 11 Dec 2019, 11:51am
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F&F Expansion

For the first time, the database will also cover
Brazil and Central and West Africa
It will also, for the first time, include the beef and
soy sectors, major drivers of deforestation in
Brazil
The policy assessment will be extended to cover
100 Banks and 100 Investors (expected to be
launched early 2021)
We are working on a redesign of the website,
which will make it easier to do searches, providing
better visualizations
As part of this expansion, we are also increasing
the Forests and Finance coalition. New partners
include:

o Amazon Watch

o BankTrack

o Repdrter Brasil
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I . Presentation of the new
o eicE Findings

RE S ASSESS EE »
et - FOLLOW
e oarh s HEMPACTS

Is Your Money Destroying

) 51.136 financial deals identified

Rainforests or Violating Rights?

) USD 153.2 billion in credit since the Paris Climate Agreement
o - » Investment of USD 37.3 billion in 2020 (April)

forestsandfinance.org revedls the finance flowing into commodities
driving d ion and land degradation in Southeast Asia,

Central and West Africa, and Brazil




Forests & Finance:
Methodology and Findings

Ward Warmer dam | 17 September 2020



Overview

* Research methodology
* Findings
 Analysis of creditors
« Analysis of investors
» Bank portfolio examples

FORESTS FINANCE

The banks and in exposed to deforestation risks'i Southeast Asia, Central and West Africa and in Brazil
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Details on how the research was conducted

17 September 2020



Company selection
Data sources
Limitations of data sources

Calculated elements
 Deal contributions

« Segment adjusters

« Geographic adjusters

4 : 17 September 2020 9



Deal contribution

2016 Sinar Mas subsidiary Ivo Mas Tunggal attracted USS
150 million loan

« 7 banks, 5 bookrunners, bookratio 0.4
 Bookrunners 75% = 15% each

First Abu Dhabi Bank United Arab Emirates 18.75 12.50%
Bank Mandiri Indonesia 22.50 15.00%
CIMB Group Malaysia 22.50 15.00%
Citigroup United States 22.50 15.00%
Malayan Banking Malaysia 22.50 15.00%
Rabobank Netherlands 22.50 15.00%
State Bank of India India 18.75 12.50%

O 17 September 2020 10
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Segment adjuster

 Kuala Lumpur Kepong (KLK) has reportable operating segments:

« Plantation; Manufacturing; Property Development; Investment Holding,
and Others.

« Segment capital expenditures

 Adjusters for palm and rubber are based on planted area proportions
applied to Plantation; Manufacturing segment data

™~ 1 L | /=N A A AN . ANAANAaAN\L/ I A A A\\ 17 A Arr~n

KLK 2019 Bond issuance CIMB Group 119.39 110.52 5.74
KLK 2019 Bond issuance Maybank 119.39 110.52 5.74

O _ 17 September 2020 11



Geographic adjuster

 Kuala Lumpur Kepong (KLK) operates a palm company in Liberia -

« No rubber or other forest-risk operations

« Geographic adjuster based on planted area proportions in Liberia and
Southeast Asia

« Liberia palm oil planted area = ( /213377) =

« Southeast Asia palm oil planted area = ( /213377) =
2019 CIMB Group 119.39 3.32 0 107.21 5.74
2019 Maybank 119.39 3.32 0 107.21 5.74

O 17 September 2020 12
h & advice



JPMorgan Chase
Santander
Banco do Brasil

Bradesco

Banco do Brasil (Securities)
Bradesco (Securities)
Jefferies Financial Group

[ ¢

»

Researc

h &

advice

Deal contribution

2019 Marfrig USS 736 million share issuance
9 banks, 4 bookrunners, bookratio 1.25
Bookrunners 75% = 18.75% each
Participants 25% = 5% each

United States
Spain
Brazil
Brazil
Brazil
Brazil
United States

138.03
138.03
138.03
138.03
36.81
36.81
36.81

18.75%
18.75%
18.75%
18.75%
5.00%
5.00%
5.00%

17 September 2020 13



Segment adjuster

Klabin has reportable operating segments:
» Forestry; Paper; Conversion, and; Pulp.

« Segment capital expenditures
« The pulp & paper adjuster = Paper, Conversion and Pulp segments.

The timber adjuster = Forestry (includes the sales to third parties).

« Pulp & paper = ( )/2500649 =

« Timber = /2500649 =
Klabin 2020 Bond issuance Bradesco 33.33 27.51 5.82
Klabin 2020 Bond issuance HSBC 33.33 27.51 5.82

O 17 September 2020 14
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2020
2020
2020
2020

Brazil proportion capacity = 10980/25480 =

JPMorgan Chase
Banco do Brasil
Bradesco

[tad Unibanco

search & advice

Geographic adjuster

* Minervais a 100% beef company
« Operations in Brazil, Argentina, Colombia, Paraguay and Uruguay.
« Geographic adjuster based on slaughtering capacity in Brazil.

44.42
44.42
14.81
14.81

19.14
19.14
6.38
6.38

19.14
19.14
6.38
6.38

17 September 2020

15



Creditors

Providers of loans and issuance underwriting services

4 _ 17 September 2020 16



Overall findings

 USS 154 billion since 2016
» Overall increasing trend ...

Timber B 40
4% 174
=1

\ Beef 35

/27% %
USS 154 20
billion 1s

Soy

Rubber
6%

10
Pulp & A
paper Palm oil 5
31% 20%

2015 2016 2017 2018 2019

Beef mPalmoil mPulp&paper mRubber mSoy = Timber

» 17 September 2020 17
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Top 15 Global Creditors by Sector, 2016-2020 (April) (USD billion)

Banco do Brasil (Brazil)
Bradesco (Brazil)

Rabobank (Netherlands)
JPMorgan Chase (USA)

Mizuho Financial (Japan)

BNP Paribas (France)
Santander (Spain)

Itad Unibanco (Brazil)

Malayan Banking (Malaysia)
Bank Rakyat Indonesia (Indonesia)
Bank of America (USA)

Bank Mandiri (Indonesia)
SMBC Group (Japan)
Mitsubishi UF) Financial (Japan)

Banco do Nordeste (Brazil)

Profundo

Research & advice

‘ B Fulp and Paper
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lill " Rubber
*‘ B Timber
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Southeast Asia
« USS 54 billion since 2016

* Dipin 2017, gradual increase again

Timber
4%

Beef
0%

billion

Pulp & paper
30%

2015 2016 2017 2018 2019

Beef mPalmoil mPulp&paper mRubber mSoy = Timber

4 ' 17 September 2020 19



Southeast Asia

Europe other Other
o,

 Asian banks 84% of total ot semerca "5 /
« Southeast Asian banks
* 57% of palm oil and USS 54 Y-
« 45% of pulp & paper billion

e East Asian banks
« 21% of palm oil and
* 49% of pulp & paper

) ' 17 September 2020 20



Southeast Asia

* 92% of credit provided by 10 countries
* 46% by 10 banks
« 4 of these are UN=PRB signatories . o v s 20 25 500

ey
w
]
o

Malaysia _ Bank Mandiri (Indonesia) _
Japan _ IMizuhoFinanciaI(Japan) -
Singapore - BNI (Indonesia) _
United States - BCA (Indonesia) _
Netherlands - I CIMB Group (Malaysia) _
Taiwan - OCBC (Singapore) _
United Kingdom - MUFG (Japan) _
France [} ICBC (China) _
Beef mPalmoil ®mPulp&paper mRubber mSoy - Timber Beef mPalmoil mPulp & paper mRubber mSoy © Timber

~\

17 September 2020
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Investors
Investors in bonds and shares

17 September 2020
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Overall findings

 USS 37 billion at most recent filing date in April 2020
* Three quarters in palm oil and pulp & paper
* 56%.from.only 10 investors

[s)
Rubber / 13%

USS 37
billion

USS$ billions

0 1 2 3 4 5 6

Pulp & paper
21%

Public Bank (Malaysia) .
FELDA (Malaysia) .

Fidelity Investments (United States) l

Palm oil
54%

Beef mPalmoil mPulp&paper mRubber mSoy = Timber

J ' 17 September 2020
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Southeast Asia

 USS 24 billion at most recent filing date in April 2020
 Vast majority in palm oil
e 60% frqmeregignal investors

Soy 4% Europe other 3% 2%

2 /

Rubber
10%

East Asia

Pulp & paper
Paw 10%

4%

USS 24

billion R Southse;;t Asia

billion

North America
20%

Palm oil
82%

J ' 17 September 2020 24



Southeast Asia

« Malaysian investors (56%) & US investors (18%) dominate
« Top 3 investors all Malaysian government linked
« 60of top 1.0 UN-PRI signattries S0 2 s a5

Malaysia PNB (Malaysia)

United States IEmponees Provident Fund (Malaysia)

Japan I KWAP Retirement Fund (Malaysia)

United Kingdom I Vanguard (United States)
Singapore I BlackRock (United States)
Canada I GPIF (Japan)

Bermuda Public Bank (Malaysia)

Australia FELDA (Malaysia)

Netherlands OCBC (Singapore)

Switzerland I I Nomura (Japan) I |

Beef mPalm oil = Pulp & paper = Rubber ™ Soy Timber Beef mPalm oil mPulp & paper mRubber mSoy Timber

17 September 2020 25
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Research findings: Bank portfolios
Examples of bank forest-risk client portfolios



Central & West
Africa
1%

Southeast Asia
99%

Timber
Soy 0% Beef
Oy
Rubber
18%

Pulp & paper
6%

Palm oil
76%

Research & advice
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« USS 2.1 billion since 2016
« Almost all in Southeast Asia
* Three quarters in palm oil

USS millions
100 200 300 400 500

o

Batu Kawan Group
Sinar Mas Group

Top Glove

Johor Group

Tanjung Lingga Group
Sungai Budi Group

Sarawak Oil Palms

Austindo Group
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Brazil

/ 36%

USS 2.9
billion

Southeast Asia
62% Central & West
Africa

2%

Timber
8% Beef
L)

Rubber
3%
Palm oil
40%

USS$
2.9
billion

Pulp & paper
45%

Research & advice

Mitsubishi UFJ vy
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PRINCIPLES FOR
EIJNIEI\IIECIE RESPONSIBLE
INITIATIVE | BANKING

« USS 2.9 billion since 2016
» 2/3 Southeast Asia, 1/3 Brazil
* 40% palm oil, 45% pulp & paper

Suzano

Sinar Mas Group
Marubeni

Salim Group

CMPC

Royal Golden Eagle Group
Wilmar

Olam International
Jardine Matheson Group

Archer Daniels Midland

Beef

o

100 200

m Palm oil = Pulp & paper mRubber m Soy
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o
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USS millions
600 700
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Central &
West Africa
0%

Brazil
0%

Uss 2.4
billion
Southeast

Asia
100%

Soy Timber Beef
0%

Pulp & paper
31%

USS 2.4

billion

Research & advice

Palm oil
67%

Bank Negara Indonesia

« USS 2.4 billion since 2016
« Allin Southeast Asia
» 2/3 palmoil, 1/3 pulp & paper

USS millions
600 800 1000 1200

o
N
o
=)
A
o
=)

Sinar Mas Group

Tanjung Lingga Group

Rajawali Group

Gozco Group

Perkebunan Nusantara Group
Sungai Budi Group

DSN Group 21 September 2020 29

Sampoerna Group

TPS Group

Perum Perhutani

Beef m Palm oil ®mPulp & paper ™= Rubber = Soy Timber
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Brazil

Central & West
Africa

UssS 2.4 13%
billion

Southeast Asia
83%

Timber Beef

13%

Soy
4%

Rubber

209, Palm oil

61%

Pulp & paper

Research & advice

DBS

FORESTS &

Tirta Mahakam Resources

USS 2.4 billion since 2016
Predominantly Southeast Asia
60% in palm oil

USS$ millions
300 350 400

o

50 100 150 200 250

Salim Group

Sinochem Group

Wilmar

Olam International
COFCO

R E A Holdings
Provident Agro Group
Triputra Group

Rajawali Group

Beef mPalmoil ®Pulp &paper mRubber mSoy © Timber
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PRINCIPLES FOR
RESPONSIBLE
BANKING

PRINCIPLE 1:
@ ALIGNMENT

We will align our business strategy to

be consistent with and contribute to
individuals’ needs and society’s goals, as
expressed in the Sustainable Development
Goals, the Paris Climate Agreement and
relevant national and regional frameworks.

PRINCIPLE 2:
IMPACT &
TARGET SETTING

We will continuously increase our positive
impacts while reducing the negative
impacts on, and managing the risks to,
people and environment resulting from our
activities, products and services. To this
end, we will set and publish targets where
we can have the most significant impacts.

PRINCIPLE 3:
O ) CLIENTS &
CUSTOMERS

We will work responsibly with our clients
and our customers to encourage sustain-
able practices and enable economic
activities that create shared prosperity for
current and future generations.

PRINCIPLE 4:
3%7 STAKEHOLDERS
[ ]

We will proactively and responsibly
consult, engage and partner with relevant
stakeholders to achieve society’s goals.

PRINCIPLE 5:

GOVERNANCE
& CULTURE

@

We will implement our commitment to
these Principles through effective govern-
ance and a culture of responsible banking.

PRINCIPLE 6:

TRANSPARENCY &
ACCOUNTABILITY

We will periodically review our individual
and collective implementation of these
Principles and be transparent about and
accountable for our positive and negative
impacts and our contribution to society's
goals.
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Loans, underwriting & investment in 6 forest-risk commodity sectors by select PRB banks
(2016-2020Q1, USD Mln) Source: Forestsandfinance.org

CIMB 2147

Standard Chartered 729
MUFG 2967

Credit Suisse 460

SMBC 3009

ABN AMRO 1327

Mizuho 5589

BNP Paribas 4992

ING 1258

Citi 1860
ICBC 2177

Rabobank 6302

Barclays 653

Bradesco 7566

Itad Unibanco 4775

Santander 4618
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Case Study:

SINAR MAS

TuK INDONESIA | Edi Sutrisno



SINAR MAS

One of the largest conglomerates in
Indonesia and is controlled by the family of
the late oligarch Eka Widjaja




SINAR MAS: APP

Ownership structure

Linda Suryasani [\ 2 wigsaia | Widjaja || Franky Oesman ‘Sky rocket International Hokuetsu Paper Mills APP Investment
skdar ; ——0.1% 20.3%
Iwuzla; :::;wn)unl a sia) || (indonesia) g Mdmaii) (British Virgin Islands) (Japan) (Mauritius)
25% 25% 5% APP Global Finance | o oo, | 5o, | DBS Nominees (Private) Lyme Securities (British
0.7% ldlu e oy lll% | 13% .79 | * (British Virgin Islands) [ B (?Wﬂi ]| b Virgin Islands)
0.7% =
i Sinarindo 1.8%] Enchanting Chance 0.5% | Enterprises Intemational
l% Gerbangmas (Bnush Vimln Islnnds B (British Virgin Islands) - (British Virgin Isiands)
3.7% 3.7% 3.
|| I ‘ Heybur APP Golden Marque Technologies
16 Isos ?6 16% S50 16 I““ s | (B Voo ) 1699114 5%] it oe e ) 36% | (@ritish Virgin Islands)
1 | s6]-8.20] _Lavender Vale 1.4 | Great Divine Investments
R 2 A (Bmsh V\vuln Isllnds 2% (Briush Virgin Istands) - (British Virgin Islands)
Sinar Mas Cakrawala
(Indonesia) Mhsublsu | 0.1
33.7% |
0.8% Fitzgerald & Wilkinson Investments
¥ (British Virgin Islands)
96 | Nikko Citi Group
: (Japan)
Sinar Mas Tunggal —_—
(Indonesia)
T
Paper [ sl
(Netherlands) dad
— 1
Fibre “ cA Pulpmill
(France) | (Brazil) (Canada) )
& 49,429 o =
sdiaries ] APP, see table
France Eldorado Brasil Cellulose
e S (Brazil)
in sales nmcess pL) —.Y
m('m 4&
* Purinusa
- n AE— Ekapersada
Eldﬂldu o ulnse [ Ewdorado (Indonesia)
Eldorado Asia | 100% | USA —
(Ausma) (China) + | sy 2.729 Onivernis |
(Indonesia) |
Rishis Emp-una-mmos Cellulose Eldorado Indah Kiat Pulp and | | Pabrik Kertas Tjwi 4|
e Participagbes Paper imia
(Brazil) (Austria) (Indonesia) (Indonesia)

Subsidiaries Indah Other subsidiaries.
Kiat, see table Pabrik Kertas, see
table

19%-1—3.3 and Paper Industry
(Indonesia)
OKI Pulp and
Paper Mills
(indonesia)

Lontar Papyrus Pulp

Source:

Ekamas
Fortuna
(Indonesia)

(2019)

TuK INDONESIA & Profundo
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SINAR MAS: GAR

Ownership structure

wdjapa Fasidy Wagar Trua 3

=i

Hasbo Risndana L4
Baibrid Whigen Ll dndd)

Lolden & oment Lirited Wasurgtar Fiecdanas
sCaprman Dilandi) Limited [Dngapor

Colden Agn-Aewoces

. HEFRTE T
Diivide Farehaldes
3 LTt ]
PT Pusmas Sasmita Planaition companios
30 oreiaia]
Source:

Outside : :
- (2018)

e




29 TYCOONS n
Control the Land 2
(oil palm & forest %

plantation)

Sinar Mas
4,035,462 (Ha)

2% Indonesia Mainland

B

Indonesia Mainland
191,6 millions Ha

Sinar Mas

Salim

Jardine Matheson
Surya Dumai
Triputra

Rajawali

Wilmar

Musim Mas
Sampoerna

_ Genting

_Harita
‘Darmex Agro
Kencana Agri

DSN

Royal Golden Eagle
Korindo

Austindo

Batu Kawan
Tanjung Lingga
Anglo-Eastern

_Sungai Budi

Boon Siew

TPS

Provident Agro
101 Group
Marubeni

‘Kertas Nusantara

Djarum Forestry

Alas Kusuma

Sinar Mas
controls 2%
of Indonesia's
land area for
oil palm and
forest
plantations

Source:
TuK INDONESIA (2018,2019)
BPS (2018)
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e  Despite sustainability policies, Sinar Mas subsidiaries and partner- SOCIAL & ENVIRONMENTAL IMPACTS OF
suppliers have an extensive track record of community conflict and

land rights violations, with over 100 active community conflicts. SI NA R MAS

e In 2019, Sinar Mas’ pulpwood concessions and those of its suppliers

had the_largest burned area of any corporate group. L e 2 Il K RIMINALISAS| 2.
e  In 2020, Sinar Mas has been involved in many more conflicts, such ~ Fae i S ieas IASVARAKAT ADAT
as: SUKU SAKAI
a. spraying the food crops of a local community with herbicide; 3 Yot M ONGKU Bin (Alm) JELODAN
b. arare Sumatran tiger was trapped and killed on an APP %-mmm;mmg
concession;
c. Itreported an indigenous man for cutting 20 trees on disputed %‘
land, for which the man was sentenced a year in prison; and i
d. itwas found to be clearing 3,500 ha of Sumatran peatland for O GO
pulpwood plantations and digging 53 km of drainage canals, in e

EUA
Mahw ar Pasal 82 ayat {1) Hurul b U Ko 1B Fabesn 2013
I'hn / Pemberantesan Penisakan Autan.

direct breach of its own commitments
e The group also has serious corporate governance risks, which should Emmmmemnem e
be a Concern for flnanC|erS A poster demanding justice for Bongku. Image courtesy of LBH Pekanbaru.


https://www.ran.org/the-understory/app_keep_promises/
https://www.ran.org/the-understory/app_keep_promises/
https://environmentalpaper.org/2019/10/new-study-reveals-asia-pulp-paper-app-involved-in-hundreds-of-conflicts-with-local-communities-as-haze-crisis-in-indonesia-intensifies/
https://environmentalpaper.org/2019/10/new-study-reveals-asia-pulp-paper-app-involved-in-hundreds-of-conflicts-with-local-communities-as-haze-crisis-in-indonesia-intensifies/
https://foresthints.news/app-sinarmas-sets-new-peat-fire-record-this-year/
https://news.mongabay.com/2020/06/bongku-indigenous-people-riau-sumatra-indonesia-app-pulp-paper-arara-abadi-prison-sentence-conflict/
https://docs.google.com/document/d/1sYh67bXF6E9r9j4eA9UEiBhsmf82VC5chhhe7zrrv9A/edit

FORESTS & FINANCE

Hotspots are inside Sinar Mas
7000 Group's palm oil and forest
plantation concessions

Jan Feb Mar Apr May Jun Jul Ags Sept

B Cutside Oil Palm & Forest Plantation Concessions JNOteféil ';{Otsg%tzsofemeved from 1
M Inside Od Palm & Forest Plantation Concessions (other Group) an- ug
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Mongabay Series: Indonesian Forests

Paper giant APP linked to Indonesia peat clearing despite

sustainability vow

by Hans Nicholas Jong on 1 September 2020

Source:
Mongabay.com (2020)

fYin O[]

Jikalahari Riau
filed a criminal
report with the
Indonesian police
against APP
subsidiary PT
Arara Abadi.

The intentional
burning of areas
within PT AA is not
only a violation of
Indonesian

regulations it is
also a violation of

APP’s public
commitments and
policies.



https://jikalahari.or.id/kabar/rilis/dugaan-tindak-pidana-lingkungan-hidup-dan-kehutanan-pt-arara-abadi-sengaja-membakar-lahan-seluas-83-hektar-untuk-ditanami-akasia/
https://sustainability-dashboard.com/-/pt.-arara-abadi
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SINAR MAS

Loans and Underwritings for Sinar Mas, (2016 - April 2020) (USD millions)

Bank Rakyat Indonesia 2563
Bank Negara Indonesia 726
Bank Central Asia 884 84
Malayan Banking 424

Mizuho Financial - 825

Bank Mandiri 688

Industrial and Commercial Bank of China 720 |

m Bank Pan Indonesia 307ENE]

Mitsubishi UFJ Financial 508
CIMB Group 1301

0 200 1,000 1,500 2,000 2,500 3,000

Source:

Forestsandfinance.org (2020) ~Pulp & paper WPaim Oi



Silchester International Investors

Vanguard

Dimensional Fund Advisors

BlackRock

Bond and Shareholders of Sinar Mas, April 2020 (USD millions)

A

Government Pension Investment Fund (GPIF) 20

Kopemik Global Investors
CPP Investment Board
Orix Corporation

Sjunde AP-fonden (AP7)
APG Group

Source:
Forestsandfinance.org (2020)

146
34
22
26
13
61
6
(10) 10 30 50 70 90 110 130 150

Pulp & paper EPalm Oil
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WHAT CAN BANKS DO?

Stop new rounds of financing for Sinar Mas, demand transparency and require that the
group discloses which entities it actually owns and controls

Banks must adopt and fully implement, unambiguous No Deforestation, No Peatland, No
Exploitation (NDPE) policies that require corporate group-wide compliance of any client.

Banks must insist clients protect and restore peatland areas in their land banks, at a
minimum ensuring peat areas designated by the indicative map produced by Indonesian
Government Peatland Restoration Agency in 2016.

Financiers need a clear zero-tolerance approach to burning, whereby if clients intentionally
start fires or are negligent in preventing them, then banks must stop providing new lines of
credit, and phase them out at clients.




INITIATIVE

PRINCIPLES FOR
RESPONSIBLE
BANKING

Between 2016 and 2020
20 UNPRB signatories

provided

USD 52 billion

in finance

to forest-risk commmodity companies
operating in the tropics
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The banks and investors exposed to deforestation risks in Southeast Asia, Central and

West Africa and in Brazil 3™
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