aldenvironment

BurningParadise

The oll palm practices of Korindo in
Papua and North Maluku

Commissioned by
Mighty, the Korea Federation for Environmental
Movements SKFKAMe Meraukeand PUSAKA

August2016
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OESOdzi A PSS adzyYl NB

Korindo, a company whose name constitutes a posite of the words Korea and Indonesia, is a large

enterprisethat SY L 2@ a | NRdzyR HnXnnn LIS2LX S Ay LYR2YS&Al & ¢K

natural resources with operations involving loggipglpwoodand oil palm concessions, and plywood,
wood chip angbalm oil production. Other Korindo businesses include newsprint paper manufacturing,
heavy industries including wirtdwers, financingand real estate. Korindo is controlled by the South
Korean Seung family.

In 2013, Korindo began its aggressive clearing of tropical lowland forests for oil palm plantations. It has
eight areas totaling 160,000 hectares. Seven of these, covering 149,000 hectares, are in Papua where
Korindo is the largest palm oil company. Thmaining 11,000 hectares are in the province of North
Maluku. In addition, Korindo helps the Korean company Daewoo wig0j800hectareplantation in

Papua.

As of June 2016, 75,000 hectares of valuable forests radain/ Y2 NAY R2 Q& 2Théese LI £ ¥ 02y

forests are all at risk of clearing in the coming years. According to Indonesian government data, more
than half of them are previously untouched,-salled primary forests.

There are three main findings with regard to the sustainability of Koo 2 A f LJ- £ Y LINI OG A OS &>

- Deforestation- In total, Korindo has cleared more than 50,000 hectares of tropical lowland forests
AY tlF Lz YR b2NIUK alfdzldzZ LYR2YS&AFT Fy | NS}
Seoul. Since 2013 alone it hasarked 30,000 hectares of forests in the twmvinces 12,000
hectares of which were primary forests. Korindo makes little effort to identify and preserve
conservation areas within its concessions.

F LILJ

- FiressY2NRA YR2 O2y(iNAOdzi SR aza disglsteiri2015 yivtich esulte inL Yy R2y S& A |

enormous environmental and economic losses for the country. Korindo was the largest contributor

in Papua. All evidencesatellite imagery, hotspot data, and aerial photographd2 A y 14 (2 Y2 NA Y Rz

systematic and alndant use of fire during its land clearing processes. This is illegal in Indonesia,
which Korindo is well aware of. In October 2015, the Papua Deputy Governor stated that companies
causing fires should immediatdie shut down.

- Community rights- In geneal, Korindo has failed to recognize the right of local communities to give
or withhold their Free, Prior and Informed Consent (FPIC) to any new developments on community

fryRaA® Y2NAYR2Qa &dz0aARAINEBZI t¢ DS 2dbrests ofy RA NX

communities in South Halmahera district in North Malukast of thecommunities, which have
lived there for hundreds of years, are strongly opposed to an oil palm plantation. Korindo is
disregarding their customary rights by continuing it®@iions there.

Trade data show thauntil recentlyyY 2 NJ&A Yy R 2 Q & edudb it cordsunfers i FuromndNorth
America,China and Indi Productsvere bought by main trading/refining companies, many of which are

a$s

actively working on ensuring suppeQ O2 YL Al yOS (2 GKSANI b2 5S¥F2NBadGl

(No Deforestation) policies. Korindo does not comply with these policiesyaagn bythe three findings
above.Twocompanies that were a main customef Korindq Wilmar and Musim Mas, haaready
stopped sourcing fronthe company This was after repeated warnings from both companies that
Korindo should change its practic&esently, it is unclear to which companies Korindo sells its palm oil.

Korindo presents itself as an environmentally friendly company. Howiseri) palm operations cause

problems of global concern, such as biodiverkiss climate changehazardous air qualityand loss of
livelihoods. Companiesccounting fothe vastmajority of globally traded palm oil have committed
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themselves to strict No Deforestation polici&orindg however has yet to publish a specific
sustainability policy.

' y20KSNI O2yOSNY A& Y2NRAYR2Q& &2 dzNDioy. Fheompahy2z 34 FNRBY
has no known safeguards for ensuring that illegally harvested timber or timber from deforestation does

not enter its supply chain.

Photo: Lesser bird of paradise

© Greenpeace / Takeshi Mizukoshi

aidenvironment 6



C2NB g2 NR

For years, Korindo has gotten aywith devastating some of the last pristine rainforest landscapes left
AY LYR2ySail I ¥F-bumidgidwy, Binninyr@ughgHddiover I6cal cofmehunities, and
violating the responsible sourcing requirements of its major custonfe s result, Korindo has already
losttwo major customersWilmar and Musim Ma$oth weremajor direct buyers of Korindo oil palrf.
Korindo continues down this path, it will be at high risk of losing additicistiomers losing investors,
facing extrene reputational damage, and being held legally accountable for its actions. Or, Korindo
could choose to join the revolution in responsible agriculture and turn a new leddibgthe following:

- Immediately enforce a moratorium on all new forest clearing and burning;
- Adopt and immediately implement a cressmmaodity policy that protects high carbon stock
landscapes (following the High Carbon Stock Approach available at
http://www.highcarbonstock.org, high conservation value forests and peatlands of any depth, and
GKFG NBaLsSoOha KdzYlhys O02YYdzyAideszr FyR fF02NJ NAIKGaD
operations, subsidiaries, joint vemeiand supply chain partners. Korindo should also issue an
implementation plan, work with a credible implementation partner, issue regular progress reports,
and verify compliance through an independent third party.
- Cease all operations in PT Gelora Mardeimbangun in South Halmahera (North Maluku), where
Korindo is encroaching onto the customary lands of local communities, and immediately excise
community customary lands from license areas;
- Address and remedy its legacy of environmental harm, land grglsid human rights violatiorg
including by returning customary lands, resolving social conflicts and grievances and restoring
damaged ecosystemBinance the restoration of an area at least equivalent to that which it has
destroyed over the past two dedas.
- Agree to broad transparency, including releasing the location of its mills and concession boundaries
across all commodities, revealing the names and locations of third party suppliers, and reporting
regularly on third party supplier compliance.
- Compe SAGK Fyeée £S3rf LINPOSSRAy3Ia NBIAFNRAYI Y2NRYR2(C
of customary lands without the consent of communities to whom those lands belong.

CKSNBE A& YdzOK |4 adFr1SY tpZnnn Ké&Oand axSatimndrent T2 NBa G &
risk of destruction. The fires Korindo will likely set this dry season will contribute to hazardous air

quality, endangering the health of people across the region, and contributing massively to climate

change. The rich cultural Heage of Papua and North Maluku will be further eroded if Korindo

continues to seize control of, and destroy, the customary lands of communities. Species on the brink,

like the tree kangaroo, may be lost forever. And Korindo could set a dangerous precédemmercial

exploitation of one of the last forested landscapes left in what was once a global epicenter of thriving

rainforests and biodiversity.

We know we can save these forests and stop the destruction if enough people around the world
demand thatkorindo reform and call on the Indonesian and Korean governments to hold Korindo legally
accountable Visit our campaign website for more information, additional photos and videos of
Y2NRAYR2Qa 2 LISNI iAewwaightyEaftiRorgiB2rniigPataisel OG A 2y Y

Thank you,

Deborah Lapidus
Campaign Director

Mighty
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Photo: A tree kangaroo with a baby in her pouch

© Mighty; 13 July 2016

Photo: Forest clearindy Korindofor oil palmin Papua

© Mighty; 4 June 2016; Latitude 6°47'2.69"S, Longitude 140°45'48.58"E. Credit: Yerimia Leo.
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1. Y2NIGYy R2Af LI fY o0dzaAYyS&aasSa

1.1 Plantations

Korindo employs around 20,000 people. Its main businesses are in natural resources with operations

involving loggingpulpwoodand oil palm concessionas well aplywood, wood chip and palm oil

production. Other Korindo businesses include newsprint pap@nufacturing, heavy industries

including windtowers, financingand real estaté.Korindo is controlled by the South Korean Seung

family.

Y2ZNAYR2Qa 2Af LI fY 2LISNraGA2ya GF1S LXEFOS Ay (KS LYyR
company begaits logging operations in Papua in 1993, while development of its first oil palm

plantation commenced in 1998Korindohas eighttoncessiorareas totaling 160,000 hectares. Seven of

these, covering 149,000 hectares, are in Papua where Korindo is thetlpede oil compan® Y2 NA Yy R2 Qa
plantation company PT Gelora Mandiri Membangun (PT GMM) accounts for the other 11,000 hectares,

and is located in South Halmahera district in North Maluku. On its website Korindo states a target of

200,000 hectares of oil gal plantations by 2028.

Figureld [ 20l GA2y & 2F Y2NAYR2Qa 2Af LIfY 2LISNIGAZ2Yya Ay
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Korindo’s plantation companies in Papua:

Plantation company Hectares
1 = PT Papua Agro Lestari 32,300
2 = PT Berkat Cipta Abadi 1 14,500
3 =PT Tunas Sawa Erma 1B 19,500
4 = PT Donghin Prabhawa 34,100
5=PT Tunas Sawa Erma 1A 14,800
6 = PT Tunas Sawa Erma 2 19,000
7 = PT Berkat Cipta Abadi 2 14,400

Papua New Guinea
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Concession boundaries and ownership

The concession areasizes as well as boundariegsed for this report were derived from maps and
forest land release permits from the central governmeérdblel below shows the size of these areas,
according to the forest land release permialm oil companies are also required to acquire Plantation
Business Perns{lUP|zin Usaha Perkebungand/or Rightto Exploit (HGUHak Guna Usabdor their
concession areas. These are issued by digiaeernments. In many cases, our investigation found no
evidence of such permits ever being issded.

Tablel. Forest land release permits received by Korindo

Abbreviation | Plantation company Forest land release permit Hectares
PTTE 1A PT Tunas Sawa Erma 1A 14,800
171/KPT$I/1998 (27 February 1998)

PT TSE 1B PT Tunas Sawa Erma 1B 19,500
PT GMM PT Gelora Mandiri Membangu SK.22/MENHUTI/2009 (29 January 2009) 11,000
PT DP PT Donghin Prabhawa SK.623/MENHUII/2009 (5 OctobeR009) 34,100
PTBCA 1 PT Berkat Cipta Abadi 1 SK.328/MENHUIT/2011 (22 June 2011) 14,500
PT PAL PT Papua Agro Lestari SK.52/MENHUTI/2012 (4 October 2012) 32,300
PT BCA 2 PT Berkat Cipta Abadi 2 SK.835/MENHUII/2014 (29 September 2014) 14,400
PT TSE PT Tunas Sawa Erma 2 SK.844/Menhwil/2014 (29 September 2014) | 19,000
Total 159,600

Source: Ministry of Environment and Forestry, Progress in releasing forest land, May2p14it.ly/1R5haD5

Koreanpartners: Hyosung and Daewoo

Hyosung Corporation, a South Korean industrial conglomerate, is the only entity other than Korindo with

I aKFNB Ay Y2NAYR2Qa LI FydlGdAz2y O2YiilPfRépdadgrd y HAMDZ
Lestari and PT GekbMandiri Membangun. As of 31 December 2015 it still ownedéshares.

Primarily, Hyosung manufactures and sells synthetic fiber products and electronic products, but it is also

engaged in construction and other related business activities.

TheKoreat®2 y 3t 2YSNI S 51 S¢22 KILa |y 2Af LIfTY O2yO0Saairzy
2Af LI tY O2yOSaaizyad 51Sg22Qa LXIFYydlFidAaAz2y O2YLIye:
district, and according to its forest land release permit, thecassion covers an area of 36,400

hectares® In May 2016, Daewoo confirmed that Korindo advises it with regard to its plantation

operations’ Daewoo has an 85% stake in PT BIA. It is unknown who owns the remaining 15%, though

Korindo may be the phantom owne

Y2NRAYR2Q& LINRRdzO( &

Oil palms start bearing fruit (Fresh Fruit Bunches (FFB) after approximately four years. This means that in
order for Korindo to be able to harvest FFB in 2015/2016, its oil palms must have been planted in or
before 2011/2012. Thiss certainly the case for the Korindo plantation companies PT TSE 1A and PT TSE
1B,whereapproximately 17,700 hectarex oil palms werglanted before 2010. Both plantation

companies have palm oil miilssidetheir concessiotthat process harvested FiBo Crude Palm Oll

(CPO). Combined total production from these mills amounted to 109,000 tonnes of CPO in the period
from October 20140 September 2015. In addition, 23,800 tonnes of palm kernel were harvésted.

PT Donghin Prabhawa (PT DP) has alsorbegwesting FFB from oil palms planted by early 2011. As

yet, PT DP has no palm oil milheharvested FFB are likely transported to PT TSE palm oil mills. Palm oil
mills for both PT Dongin Prabhawa and PT Berkat Cipta Abadi are currently under cimmstruct

aidenvironment 10
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1.2 Introduction to Papua

Of all regions in Indonesia, Papua hosts the largest area of previously untouched primary tropical
rainforest. At the end of 2012, primary forest was estimated to cover 35.2 million hectares, or 86.2% of
its total land area. Bgomparison, in Sumatra only 13.4 million hectares of primary forest remained,
covering only 28.3% of its surface area. Figures for Kalimantan were 27.6 million hectares and 51.9%.

t | Lzt K2ada FNRdzyR pmE: 27F LY R2026000 dlatsi(556 eridmicd SNE A ( & ¢
602 birds (52% endemic), 125 mammals (58% endemic) and 223 reptiles (35% endemic). Endemic

species include tree kangaroos, birds of paradise, rainbow fishes, birdwing butterflies, various orchids

and thousands of other florana faunaspecies!

In 2010, Papua had a population of 3.6 million people. It has the highest population growth of all
LYR2YSaAl Qa NBIA2yasx Ol dzi SR 2@ & hoindltb sfcund BER Niffeieat2 y | y R |
tribes, including some uncontterl peoplest® The situation in areas with new activities, such as oil palm

L FyiGAy3Is Aa 2F0Sy GSyasS RdzS (G2 (GKS YAtAGEFENEB LINBaSy
of alleged OPM members (Organisasi Papua Merdéha Free Papua Movemé&nin Papua is well

known, and often causes widespread panic within villdges.

Large tracts of land have become increasingly difficult to find in Sumatra and Kalimantan because so
much area has already been deforested, ao@ toincreasing implementationf both government and
private sector limits on deforestation, peatland conversion, and expropriation of indigenous community
land. Consequentlyplantation companies have been looking to expand in Papua. In 2005, there were
only five oil palm plantationsperating in Papua. By the end of 2014, there were 21 operational
plantations, with another 20 concessions at advanced stages of their permit pro¢egsemdo,active

in the forestry sector in Papua since 1993, Bggandedts oil palm area in Papuaast aggressively

over the last five yearsandis the biggest oil palm company in Papua.

Photo: Tree kangaroo

© Greenpeace / Gerald Cubitt
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1.3 Introduction to South Halmahera

The Korindo subsidiary company PT Gelora Mandiri Membaigjaoatedin South Halmahera district

on Halmahera Island North Maluku!l I £ Y KSN} Aa 2yS 2F GKS 2NRIAYLFE b
Wallacea ecoregion, which contains ayvdistinctive fauna representing a mix of Asian and Australasian

speciest® Communities in the area, who halreed there for hundreds of years, live mostly off the sea

and the land, which provide sources of carbohydrates, protein, minerals and vitantiod,far houses

and boats, as well as herbal medicines. They also rely heavily on local gardens, where they grow fruits,
vegetables, yams, chili, coconut, nutmeg and cldves.

Figure2. South Halmahera in May 2016 (forests cleateglKorindo are inside the yellow boundary)

Source: Landsat 7 imagery for 8 May to 9 June 2016
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2.1 Practice: extensive deforestation

Accelerated clearing since 2013

Korindo has been accelerating its clearing and jitagnin Papuaince 2013and in 2014 commenced
widespread clearing in South Halmahdragure3 showsthe loss offorest coverfrom 2013 up until the
end of May 2016, which can be summarized as follows:

- Total deforestation by Korindo in the periftdbm 2013to May 2016 amounted to 30,000 hectares,
comprisingl1,700 hectares of primary forest and 18,300 hectares of secondary forest.

- The most recent clearing of primary forest has been by PT PAL (3,800 hectares since late 2015) and
PT TSE 1B (500 hectares in 2016).

Figure3. Area of forest cleared since 2013

2dza G AV OAL AGES
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Source: Landsat 8 imagery, compared with Indonesiansty of Forestry forest cover maps for 2011, and in the case of PT DP
forest cover maps for 2009

Clearing before 2013

Korindo started planting oil palm in Papua in 1998, after PT Tunas Sawa Erma received a release permit
for 34,300 hectares of forest land. By 2000, PT TSE 1A had already planted 7,500 hectares of oil palm. PT
TSE 1B started its development in 2006 andiladted 7,000 hectares by 2008 By 2010, the total

area developed by PT TSE 1A and 1B amounted to 21,400 heéétsiest. of this development came at

the expense of primary foregf.

Korindo began developing the PT Donghin Prabhawa (PT DP) concess®20ila By 2012, a total of
1,600 hectares of secondary forest had been cleared.

In total, Korindo has cleared more than 50,000 hectares of forest to make way for oil palm plantations.
This area is approximately the size of Seoul, the capital of Soutia.Ko

aidenvironment 13



Timber in the oil palm concession areas

The timber from trees Korindo catlown to make way for oil palms probably goes to its plywooldin

Asiki. Timber revenues may finance a substantial portion of its oil palm plantation development. In
2014,the Center for International Forestry Research (CIFOR) estimated that the 22,000 hectares of
mostly primary forest cleared by TSE 1A and 1B before 2010 would generate enough timber revenue to
finance the costs of developing at least 10,000 hectares phtif plantatiors.?!

t K22Y [ 234 YIRS NBIFIRe F2NJ GNIYYALR2NI FNRY Y2NAYR2Qa

=

Mighty; 4 June 2016; Latitude 6°45'42.82"S, Longitude 140°48'17.75"E. Credit: Yerimia Leo

Photo: Korindo truck taking out logs frotd 2 NA Y R2 Q& t ¢ Daa 2Af LI fY O2y0S&aan
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2.2 Practice: systematic use of fire to clear land

Systematic use of fire by Korindo

lff SOARSYOS I GiKSNBR
clearing processe®.In the periodfrom 2013to 2015, no less than 894 hotspot5(% confidence)

were recorded within Korindo subsidiary company concession boundaries. In 2013, Korindo was clearing
forest and land in two concession areas, in three concessions in 2014, and four concessions in 2015.

Figure4 below shows a clear correlation between the amount of concessions being cleared by Korindo
and the number of hotspots recorded.

Figure4. Hotspots insieé Korindo concession boundaries, 262815

08 ! ARSYGANRYYSyéandLRAY(a

500 1~
450 A
400 A
350 A
300 ~
250 A
200 A
150 A
100 -

50 ~ -
0 -

2013 2014 2015

mPT PAL 221
PT TSE 1B 88
PT GMM 106 21

uPTDP 43 144 164
EPTBCA1 19 97 1

Source: Fire Information for Resource Management System (FIRMS), http://go.nasa.gov/27awNFg

Hotspots appeared after Korindo had cleared the forest and before it started planting oil palm. The
typical sequence ddctivities performed by Korindo while converting forest into oil palm plantations is

as follows:

- Lining (carving out of plantation blocks in the forest);
- Logging (extracting higguality timber from the forest);

- Clearing (uprooting the forest with excaeas or bulldozers);

- Stacking wood rows (pushing wood residue, branches etc. into rows);

- Setting fire to wood rows after a few weeks. Papuan forests have a lot of biomass, and fires will
accelerate the breakdown of this material. After a bad burn, Korindg set the wood rows on fire
again a few weeks later; and

- Planting.

Y2NAYR2Qa

aidenvironment

YIyF3aSYSyi
legal sanction or as a result of public opinion to be small. Local indigenous groep#teaccess to

media for reporting illegal practices, and Korindo is well connected with the local armed forces. In May
20186, in its response to an inquiry by the Korean news outlet SisalN, a Korindo group representative

tA1St 8
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denied its strategic use of &irin land clearance processsayingy h dziddpany does not create
plantations through intentional maiv | RS I2HBvweyverpthe company offered no evidence to
substantiate this claim or to counter the substantial evidetaéhe contrary

Fires are illgal in Indonesia

Burning to cleaforestsand/or landis prohibited underindonesian Law No. 32/2009 on Environmental

Protection and Managemenamong othersPossible penalties for those found guilty of breaking this

law include fines and prison term$For examplepn 11 August 2016 the judges of the South Jakarta

District Court orderedhe Indonesian compangampoerna Agro to pay IDR 1.07 trillion (equivalent to

USD 7énillion) for compensation and environmental restorati@ma case of forest fires ering an

area of 3,000 hectares in Riptovince (Sumatrap 20142° In September 2016 Y R2 Y S& A I Q& { dzZLINB Y €
Court in Jakartéound the oil palm companRT Kallista Alam to be in breach of Law No. 32/2009. The

company was ordered to pay IDR 366 billiapproximately USD 26 million) for illegally burning forests

within the Tripa Peat Swamps, part of the protected Leuser Ecosystem in Sdfiatvas prohibiting

people from deliberately starting forest or land fires were also established in 1999 and”2001.

LY hOG20SN) vnampZ GKS tF Lilzr 5SLJzié D2@SNYy2NE Yt SYSy
GKS O02aid 2F OftSIFNAyYy3 o6& o0daNYyAy3aIéd IS alFAR GKFG O02VYL
closed dowr?® However despite flouting laws, by and ige Korindo has got away with its forest

burning, with one notable exceptioitn November 2015 Korindeceived a permit suspension cfix

months due to fires ir2015 inone of itspulpwoodconcessios, PT Korintiga Hutaniocatedin Central

Kalimantar?® By the end of February, after three months, the ministetkrg/ 8 G  § SR Y2 MR Yy GA 3 Q&
was decided thaKorintiga had fulfilled its obligations or orders by the mini$tdn May 2016, Korindo

stated to the Korean weekly magazine SisalN thastigpension was due to administrative measures

08 UKS LYR2YS&aAlYy D2@SNY Y S¥ni201b,ihere were@Shot€potyigs@lel O 2 Y LINB
t¢ Y2NAYGAIlL 1dzityAQa B2yO0Saaizys F2f{t26Ay3 no AYy H

LYR2ySaAl Qa o0dz2NYyAy3 LINRoOtSY

Throughout late 2015, nmah of Southeast Asia suffered from record levels of haze caused by fires in
Indonesia. The clearing of land fait palm, pulp and paper, and other agricultural commodities was one
of the main reasons for the fires. The haze crisis caused millions ofepeogliffer respiratory illnesses,
and the World Bank estimated it led to Indonesia suffering economic damages of USD 18%billion.

5dz2S (2 GKS FANDBadntribyfel tofe@chinta@ ahangerin 205 thanythidse of Japan,
Germany, and SouttkKNB = ' yR 2y Yl yeé RI&a RdNAy3a (KS KIFIT S ONR
higher than the emissions of the entire US econdfy.

The total number of hotspots inside Korindo oil papalpwoodand logging concessions in 2015 was

856, of which 4950ccurred in oil palm plantations undgoingdevelopment. Total fire detections in
Indonesia in 2015 stood at 122,588This means 0% of these fires occurred inside Korindo concession
areas. This percentage is particularly high, considering the hundfddeestry and oil palm companies
active in Indonesia, and that the oil palm and forestry sectors were two of the main reasons for the fires.

aidenvironment 16



Photo: Smoke rising from burning wood rows in the PT Berkat Cipta Abadi concession

©Ardiles Rante/GreenpeaceTmBerkat Cipta Abadi (Korindo Group); 26 March 2013

Photo: Wood rows stacked by PT Papua Agro Lestari, ready for burning?

3

© Mighty, 4 June 2016; Latitude 6°45'41.80"S, Longitude 140°48'18.78"E
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2.3 Practice: denial of community rights

Customary rights

On 16 May 2013, the Indonesian Constitutional Court ruled certain provisions of the 1999 Indonesian

Forestry Law to be unconstitutional due to their classification of customary forest as state forest, thus

improperly denying indigenous communities rightstheir lands irfavor of an ownership right asserted

bythe Staté®{ 2 YSGKAY 3 Y2NAYR2Q& 2Af LIfY O2y0Saarzya KI @S
F2NBad | NBlFa &4dzo2SO0i (G2 AYyRAISYy2dza LIS haskelSage@d OdzA (2 YT
to Korindo as if they were theirs. However, the Constitutional Court has ruled that these customary

F2NBad INBlFa 60Stz2y3a (2 (GKS AyRA3ISy2dza LIS2L)X S3 {Kdz
into serious question.

Y 2 NR& ¥ R AamedMarditi MdnSangun concession is occupying the farmland and forests of
communities in South Halmahera, North Malukiost of thecommunities, whall have lived there for
hundreds of years, are strongly opposed to the oil palm plantation. Korindsregdirding their
customary rights by continuing to operate there. This case is described in more detail in 8ektion

Photo: Sign on house in @a Dalam village telling PT GMM (Korindo) to leave

X ity

© Rainforest Action NetworkMay 206.

In Papua, Korindo usually seems to make agreements with the owners of custonaaiat tarests. This
does not mean, however, that Korindo has recognized the right of local communities to give or withhold
their Free, Prior and Informed Consent (FPIC) to any new developments on community lands:

- Inthe case of PT Dongin Prabhawa, an agreement was made im6iRorindo had already
commenced oil palm operations in late 2010. Despite the agreement, the indigenous Ngguti people
regretted the forests and swampley hadpreviously used for huntingnd gathering being
replaced®’
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- Ly GKS OFrasS 2F Y2NAYyR2Qa t¢ ¢dzyla {FgF 9ON¥YI wm!
covering more than 7,000 hectares agreed to the oil palm development in 2005, but later stated
they had not been adequately inimed 38

- The 25 clans owning more than 12,000 hectares in the PT TSE 1A concession area rejected the
plantation proposal in 200éorindo hadespectedtheir rejection® but in 2015, development
started in this part of the concession area, apparently duartagreement with the landowners.

Social issues in Papua

There is little information publicly availabééther on the plight of laborers on the plantatios onthe

LIS2LX S ftAQGAYy3 | R2l OSy i s iswaatidekio® foin theférnyabd d a A 2 vy a
available:

- The Papuan NGO Yayasan Pusaka reported in June 2016 that PT TSE 1A threatened to lay off three
workers. The three workers held a demonstratiogether with hundreds of native Papuan workers
in front of the PT TSE 1A officeNtay 2016. The workers protested the compaayinglittle
attention to careers, capacity building and raising technological knowledge for Papuan wdrkers.
appearsKorindohasnot acceped the workers' protests and demand$in 201Q only 13% of the
3,400people employed b?T TSE 1A and 1B were indigenous Papili&iesgreat majority of
employees were migrantsom other regions of Indonesia

- In January/February 2014, the Indonesian organization JPIC MSC Indonesia conducted a field
investigationinto the PT Dongin Prabhawamncessionit found a number of human rights violations
by the company and by the police and military on duty in@2 Y LJ- y & &ea. Emgldydes and
casual laborerbad noaccess taleandrinking water, andadreceived nogroceries from PT
Dongin Prabawéor three months Police officers were involved in selling confiscated liquor and
gambling. In 20133 PT Dongin Prabhavweamployeewas arrested andllegediytortured by a
member of thearmed forces The Ukbased NGO Business & HamRights Resource Centre invited
Korindo to respond to the allegationbut no response was forthcomirig

- In April 2010, theCenter for International Forestry Research (CIR@B)viewed 97 workers,
customary landowners, and people living adjacent to the PT TSE 1A atahfidions All three
respondent groupsaidthe plantation had reduced their income from forest products, and their
ability to collect wood for housing arfdel. The landownersn particularnoted the diminished
access to food and income from forest resourdeaam being selfufficient they had become
dependent on subsidized rice to fulfill their food requiremer@wver 60% of landowners and people
in the vcinity of theseplantations reported reduced water quality. Both groups used river and lake
water for drinking, bathing anfishing*3

aidenvironment 19
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2.4 Forests at risk of being cleared

CurrentyTpZnnn KSOGFNBa 2F F2NBada NBYldayhighnékot 2 NAYR2 Qa
being cleared. The four plantations currently bedeyelopedby Korindo (PT PAL, PT GMM, PT TSE 1B
and PT DP) still have 29,300 hectares of primary forest and 11,300 hectares of secondary forest.

It is common practice among oil palm cpamies to identify and conserve High Conservation Value
(HCV) areas within their concessions. Signatories to No Deforestation, No Peat, No Explbitation (
Deforestation policies even go one step further, identifying and conserving High Carbon Stock (HCS)
areas as wellSo farKorindo has shown littler noeffort to conserve any significant aremsideits
concessions. The areas it has developed shdae been completelgleared,with the exception ofan
occasional river buffer or small patch of fores

Korindo hayet to startdeveloping thePT TSE 2 and PT BG#bi2cessionsareas that currentihave
11,400 hectares of primary forest and 21,400 hectares of secondary forest.

Figure5. Remaining aNJ& & { T 2 NB & doficessighs ag af Ny R & (Qettares)
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O 4 —— I_l D E —
PAL BCAl1l| GMM [ TSE1B DP TSE 1A TSE 2| BCA2| Total

O Secondary forests 1,100 700 2,800 | 6,400 | 1,000 900 | 16,100| 5,300 | 34,300
@ Primary forests | 26,500 0 0 700 2,100 0 2,600 | 8,800 | 40,700

Source: Landsat 8 imagery, compared with Indonesian Ministry of Forestry forest cover maps for 2011, and in the case of PT DP
forest cover maps for 2009
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2.5 GCommitments

No sustainability policy for oil palm

Korindo hagpublishedno specific sustainability polieswith regard to its oil palnandforestry
operations and isnot even one of the 2,800 members of the Roundtable on Sustainable Palm QOil

(RSPOY

On the Korindo websiteChairman of the KorindGroup, Seung Eutho,a @ 48X G ¢ KS YhwLb5h DNER
NEFOKAy3a 2dzi (G2 GKS 62NIR (2 SYLKIFI&APBeAlGA NRES I &
company has also put a promotional video on its website, in which it profiles the company as ensuring a
GaANBSyYy (212D NENR éoipanydid engage irseveralenvironmental projects, such as

cleaning theCiliwungriver through the city of Bogdn West Java, donating 50,000 seedlings to East

Timor, and donating IDR 1 billion (approximately USD 74,000) to an envintgimeganization

Paguyuban Budiafir variousactivities?” It isalso currentlybuilding a health clinic in Asiki, Papiia.

Such measures cannot, however, substitute for the lack of a strong sustainability policy or the negative
environmentaland human@IKGa AYLI OGa 2F Y2NAYR2Qa 2LISNIrdA2yaod

Major customers with No Deforestation, No Peat, No Exploitatioro(Reforestatior) policies

Wilmar and Musim Mas, which were both major direct buyers of Korindo oil palwe adopted No

Deforestation, No Peat, NBxploitation policieshereinafter No Deforestation policies). Wilmar, the

g2NI RQa I NBHSad 2Aft LI Y &pualioRisDeEember 2018IMKsEn Mag NR G (2 |
adopted its policy in December 203%Companies that have adopted N@forestation policies commit

themselves to a number of actions including:

- Ending all deforestation and conserving High Conservation Value (HCV) areas and High Carbon Stock
(HCS) areas (using the High Carbon Stock approach);

- Protecting all peatlands (regdless of depth);

- Recognizing the right of local communities to give or withhold their Free, Prior and Informed
Consent (FPIC) to any new developments;

- Complying with the fundamental conventions of the International Labour Organisatiof*#nQ)
upholdingthe wider United Nations Guiding Principles on Business and Human.Rights

CKS LIRtAOASAE FLILXe& G2 | &A3yl (2-pakyapplidrg Wheal | yil GA2Y
supplierisfoundtobenorO2 YLI Al yi X G KS G NI RS NiktyQearhdNpi@tigNBE Y Sy & | YR
engage with the supplier to explain the purpose and impact of their No Deforestation policy. If the

supplier is found to be developing land in contested (forest, peat, conflict) areas, it is typically requested

G2 AadadeOrketNRENE2 dry GAf NBES@Lyd 61/ 11/ {0 &addzRASa I N
NE&d2f OSR® { dzLJLX A SNJ I NP dzaJa NP K 2riNiRgaridulérighighriSkoff 2 NOS & dzOK
seeing their trade with No Deforestation policy signatories suspendedaswetl. As this report details

below, KorindocompanieshaveNB LIS G SRf @ | yR SaINXBIA2dzat e @GA2fl GSR 02
Deforestation policies, despite repeated warnings from both companies that they must change their

practices As a consequenc&orindo has lost Wilmar and Musim Mas as cust@hich will have a

ASNR2dza AYLI OG0 2y Y2NAYyR2Qa ySi AyoOo2YSo

Dozens of other companies across the palm oil supply chain have adopted strong conservation policies,
including the major traders Apical GradpGolden AgrResource® and ADM® as well as major

producers such as Astra Agro Lestari, First Resources, and Bumitama. T.d¢etheforestation

signatories cover the vast majority of the globally traded palm oil mafKBte pace set to ensure
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& dzLJLJcompBliidaeds the critical factor as to whether the adopted policies have a big impact on the
ground.

PT Tunas Sawa Erma (PT TSE) announces moratorium

Recently, after being engaged on sustainability matters by MusifiMag R 2 A f Y NE Y2NAYyR2 Qa
subsidiary PT Tunas Sawa Erma (PT TSE) has declaredradhtieenoratorium on its new land

developments. PT TSE announced this in a local newspaper on 9 August 2@ittb{séelow). During

the three months PT TSE plans to estbé comprehensive No Deforestatjdio Peat, and No

Exploitationpolicyand conduct stakeholder engagement

PT TSE controls three plantations. PT TSE 1A is already planted with oil palm, for PT TSE 1B clearing
activities were going on in 2016, for PT St development has been started yet. As of May 2016

around 25,000 hectares of forests were remaining in the plantations of PT TSE 1B and PT TSE 2.
Subjecting PT TSE to a No Deforestation policy would bring about significant benefits for ecology and the
communities, as compared to previous developed oil palm plantations by Korindo.

Y2NAYR2Qa &dzo&ARAIFINASA t¢ Daa YR t¢ t! [ FNB LINBaSy
these companies Korindo has not declared a moratoriumteaghot announ@d a No Deforestation

policy. Perhaps the fact that these two plantation companies are 15% owned by the Korean company

Hyosung (in contrast to PT TSE, which is a 100% Korindo company) has something to do with this.

Korindo has also not declared a No defiegion policy for its woodelated businesses.

Photo. The anouncement by PT TSE in a local newspaper on 9 August 2016
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3. C2NN¥EABI 2YSNE 2t YIINRAY R 2

Supply chain transparency

Six major global palm oil traders/processors have committetnselves to supply chain transparency.
These companies have made information publicly available regarding which mills theg sairpalm

oil (Crude Palm Oil and/or Palm Kerrfehm. From the information these companies have provided it
appears thaffour large palm oil traders/processors: Wilmar, Musim Mas, ADM and/é@ sourcing

palm oilfrom Korindorecently. However, Wilmar and Musim Mas have stopped sourcing from Korindo
as of July/August 201601land ADMdid not source directly from Korind@and have been buying
Korindopalm oilfrom Wilmar andor Musim MasPresenly, it is unclear to which compani&®orindo

sells itspalm oil.

Table2. Known Former dza 1 2 YSNE 2 F YRRihy R2 Q& t | Lidz vy

Period for which

Processor Processing unit Processing unit location companies revealed
supply chains

Musim Ma$8 :;i ﬁmi :\3/:2;?3” North Sulawesi, Indonesia | 2015
PT MNS, Bitung North Sulawesi, Indonesia
Wilmars® PT WINA, Gresik East Java, Indonesia January Dec 2015
PT SAP, Palembang South Sumatra, Indonesia
ADM Europe, SIO France
ADM ADM North America_(all facilities North America
(indirectly)s0 ADM Europe, Czernin Poland July 201%, Sept 2015
ADM Europe, Noblee Germany
ADM Europe, Purfleet UK
Channahon USA
IQI !_oders Croklaan | Rexdale Canada 1Q 2016
(indirectlyft Rotterdam Netherlands
Wormerveer Netherlands

WhereddY 2 NAY R2 Qa LINR2 RdzOS Sy R dzLXK

Table2l 62 @S aK2ga (KIF( eddpNIEYdDLaRdnd NONPARAIOH MBKER

through ADM and 10l Loders CroklaBnaddition, efineries in the following countriesere sourcing

fromWA £ YI NR& LINPOS&aaAy3ad dzyAda t¢ ab{x t¢ 2Lb! IYyR
Netherlands (Rotterdam and Rozenburg), Germany (Brake) and the United Staielggn)®? All in all,
untilrecently,i KS Sy R 02y adzY S NE& oudl Be fourd MlatyeBRs? Ebéppe MorthyY 2 At O
America, China and India.
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4.1 PT Gelora Mandiri Membangun

Social issues

Y2NRYR2 Q& fdiled toPeacgnizéhk right of local communities to give or withhold their Free,
Prior and Informed Consent (FPIC) to any new developments on community lands. Frauts#tef

the project, the communitiebave been inadequateipformed. In January 2012, residents
demondrated, demanding a end toPT GMM operationsn the middle 0f2013, the conflict escalated
with the arrest/criminalization of 18illagers fromGane Dalam and Sekddy the South Halmahera
policeover a land conflict with PT GMM. Residents filed a compédleging human rights violations
over the detention of the 18illagers This triggered an investigation by the Indonesian Human Rights
Commission (Komnas HAMYhichmade a statement emphasizing that, when making investments,
governments and companigsK 2 dzf R O2y aARSNJ GKIFdG AyRAISy2dza LIS2LX Sa
natural resources. The commission further noted ttie reporting of 13villagersto the police hachad

an adverse effect on communicatiehetween the company anthe communities, ad that in general
the presence of the company had caused insecurity andglisd people's live$3

In February 2016, the conflict between villagers and the comflanyd upagain. The company evicted
people from their productivéarmland and threatenedhosewho refused to leave. It algoressured
peopleinto giving up their landat prices setby the company*

On 11 May 2016, the North Malulkuanchof the IndonesiarenvironmentaNGO Walhi announced it

would sue Korindo over a number of issui@sjuding restricting community access to clean water, not

fulfilling Environmental Impact Assessment (Eivceduresits lack of a Right to Exploit (HGHak

Guna Usahppermit, planting oil palm on steep slopes, burning, &# & NS 3 NRAYy 3 O2YYdzyAGAS
customay rights®®

In May 2016villagersfrom Gane Dalam, Jibubu, Pasipalele, Sekely, and Gane Luar subniittethh

letter to the National Land Agency (BPigjectingthe project and asking the head of BPN not to issue

an HGU® On 5 August 2016 Korindo stad logging in the area along the river Dukolo, despite an

earlier agreement with the community Gane Luar not to do so. The agreement was made in April 2015
in attendance of the police. The river is the source of clean water for the comnfinity.

Hotspotsand deforestation

Bythe beginning of December 201BT GMMhad already cleare8l,200 hectaresdearing continued in
2016, increasing to 6,100 hectares by the end of Apfiheareaof secondary forest logb clearing
amountedto 5,100 hectares.

Therehave been many fires in the aresyggesting@ SNRA 2 dza NRA &1 GKIFG Y2NAYR2 KI &
laws against burningds many ag27 hotspotsvererecorded in 2014 and 2015 (106 in 2014 and 21 in

2015) whereasy) H A Mo X LINA2NJ G2 Y2 NRhakikenmnonéin SERemBes DBt 2 LIYSY i =
firesinside theKorindo concessiogpread tofarmland belonging to villagers froBekely. The company

took no action. Instead, it accused the villager reporting the fifesccidentlyburning his owrfarm

land.®® In May 2016, Tom Picken of the-b&ed NGO Rainforest Action Netwodnducteda field
Ay@SaiaAaaridazy Ay GKS Oy dibgedangrnyledthatiBelKdrindo Groupd I 4§ SR G K I
expands oil palm plantmnsthrough the use of fire’
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Figure6. Hotspots in 2014 and 2015 in areas cleared by PT GMM

Source: Landsat 8 imagg: 3 to 11December 2015. FIRMI&tp://go.nasa.gov/27awNFg

t K2:G42Y [/ fSFNBR F2NBaidia FYR KITS 6AGKAY Y2NAYR2Q& t¢

L ~ -

© Walhi, November 2014.
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4.2 PT Papua Agro Lestari

Clearance of primary forest in 2015

Land development by PT Papua Agro Lestari (PTHeghahafter April 2015. The concession area
comprises 32,300 hectares, of which 94% contained primary forest. By the end o626152,600
hectares of primary foredtad already beesleared!! The clearing was accompanied by fivath a

total of 221 hotspotsecorded between August and November 20itbthe years 2013 and 2014, prior
to land development, ther&ad been none

Figure?. Fires raging in the PT Papua Agro Lestari concession, September 2015

-
Vi

]

g

Sources: Image left, Landshtmagery, 6 to 14 September 2015. Image right, Landsat 8 imagery, 22 to 30 September 2015

Clearing continuing in 2016

By late December 2015, PT PAL had carved out plantation blocks in 2,300 hectares of primary forest east
of the cleared area as part of preparatidios developingthe oil palm plantationBythe first week of

June 20161,200 hectares of primary forebad already beertleared inside the new plantation blocKs.

The satellite imagg belowfrom June 2016 also show® riparian buffers around the flood area. This

means there has been no proper assessment of High Conservation Value (HCV) areas.
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Figure8. Clearing continuing in 201&learedareas marked in orange)

Source: Landsat 8 imagery

aidenvironment
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4.3 PT Berkat Cipta Abadi 1

Forest loss

The entire PT BCAcbncession arewas forested before Korindo started its oil palm operations. During
2013 and 2014a total of 4,500 hectares of primary forest were cleargdng with8,700 hectaresf
secondary forestOnly a river corridoof 700 hectares was spared, stsownin Figure9 below.

Figure9. PT BCA 1 forest loss in 2013 and 2014

Forest cover 2011

September 2015

|:] = primary forest

[T = secondary forest

- e L e
Sources: Indonesian Ministry of Forestry forest cover maps for 2011; Landsat 8 imagery for 22 to 30 September 2015.
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Hotspot pattern

Forest cleamnceandoil palmplanting took place in 2013 and 20iside thePT Berkat Cipta Abadi 1

(PT BCA Tpncession aredand developmenbeganin the north and ended in the southlotspots

followed deforestation and subsequent land development. In total, 106 hotspots were recorded in 2013
and 2014 (19 in 2013 and 97 in 2014). In 2015, after the tiaddbeerfully developed, only one hotspot
was recorded? In a letterdated 22 June @11, the IndonesianMinistry of Forestryspecifically

prohibited PT BCfxom burningwood waste whenit releasedforestland to PT BCAthat year™
Burningwould have beerillegal anyway, yet Korindo also ignored this extra warning.

Figurel0. PT BCA hotspot pattern in 2013 and 2014

Hotspot dates

2013/03/25

2013/03/28

2013/08/21
2013/08/22

2013/09/24

2014/02/06

2014/05/20
2014/09/18

2014/10/29

2014/11/01
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4.4 PT Tunas Sawa Erma 1B

Northern section: already developed by 2008

PT Tunas Sawa Erma 1B (PT TSE 1B), which holds an area of 19,000 hectares, began working in 2005. It
approached inhabitants the villagesf Getentiri and Ujung Kjandidentified theclans that owned

the land.Clans fromte Auyu Jair tribewn customarylandin both villages. In Getentiri village, 11 clans
havetraditional lands covering more than 7,000 ha in tiwethern pat of the concessiorarea. On 25

August 2005, &aditional ceremony calledUpacara Derma Adatvas held in Getentiwillageto mark

the establisment ofthe oil palm plantation. By 2008, 7,000 hectares had been planted with oil alm.

Southern section: ne& development recently started

In the Southern part of theoncessiorarea, 25 Auyu Jair tribddansown more than 12,000 hectared

land. On 22 March 2006, the landowners in Ujung Kia rejected the plantation profid¢éevertheless
land clearing commaeredin the Southern partf the concession areia 2015 Along with this
development, 88 hotspots were recorded in 2048h a further6 in January 2016 (see the massive fires
shownin Figurell below).

By the end of April 2016, some 2,800 hectdrad beercleared (see the brownish color on thight
handimage inbelow)comprisings00 hectares of primary forest and 2,300 hectares of secondary

forest.””

Figurell PT TSE 1B, new development since 2015

-

Sources: Left: Landsat 8 imagery for 24 October 20115November 2015. Right: Sentirelmage, 11 May 2016
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Remaining forests

InMay 2016, most of the undeveloped areathe PT TSE 1d&ncessionwas covered wittprimary and
secondary forest, as is shown Bigurel2 below. Theremaining forest standsomprise 700 hectares of
primaryforestand 6,400 hectares of seconddorest These are at imminent risk of destruction.

Figurel2. Remaining forest in PT TSE 1B concession as of May 2016

Planted with
oil palm
before 2010

%

|:| = primary forest
[ = secondary forest

Sources: Sentiné satellite image for 11 May 2016
and Indonesian Ministry of Forestry forest cover maps for 2011
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4.5 PT Donghin Prabhawa

24,000 hectareslreadyplanted

IyR RS@St2LIYSyid o6& Y2NAYReod@endedat the2egddiohlg. Bythe 6 KIF 6 Ot
end of 2015, it hadlreadyplanted 24,200 hectares. A total of 6,700 hectares of forest were cleared in
the periodfrom 2011to May 2016, 2,900 hectarex whichwasprimary forest’®

As of May 2016, the wesitn side of the PT D&bncession had not beasieared. Aproximately2,100
hectares of primary forest and 1,000 hectares of secondary forest readais is shown ifigurel3.

Figurel3. Remaining forest in the PT DP concession as of May 2016

P
L
A
N
T
E

1D

[:l = primary forest
[ = secondary forest

Source: Indonesian Ministry of Forestry forest cover maps for 2009

Fire analysis

Figurel4below showghe hotspotsrecordedin 2013, 2014 and 2015, each overlaid with satellite
images of their respective years. ¢ Savédadpmenthas been accompanied by fires. In total, 351
hotspots were recorded ithe PT DRoncession durinthe periodfrom 2013to 2015 (43 in 2013, 144 in
2014 and 164 in 2015kires typically followed a few months after deforestation, making it clear that
Korirdo used fire to clear biomass from the laimdpreparationfor planting.
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Figurel4. Hotspots in 2013, 2014 and 2015

Y - .
Sources: Landsat 8 imagery for 2128August 2013, 24 October to 1 November 2014, and 16 to 26 June 2015
respectivelyFire Information for Resource Management System (FIRMB)//go.nasa.gov/27awNFg
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Hotspotdatawasretrieved for the areansidethe orangerectangle Figurel4 above shows that during
the periodfrom 2013to 2015, there were almost no fires in the forested area surrounding the
plantation development, and also no fires in the areas tiead alreadybeenplanted with oil palm. This
shows that fires occurrednly during theland clearingstage with the vast majority ofires occuring
during the dry seasohetween July and October.

Figurel5below shows all the hotspots recorded in the perfooim 2013to 2016. In 201612 hotspots
had beerrecorded bymid May.

Figurelb. Hotspots in the PT D&oncession, 2018 2016

% ;
Sources: Landsat 8 imagery for 8 to 16 May 2016. Fire Information for Resource Management System (FIRMS),
http://go.nasa.gov/27awNFg
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46 51 Sg22Qa t¢ . A2 LYGA ! ANAYR2

The Korean conglomerate Daewoo (recemdiygamed Posco Daewoo) has @hpalm concession

I R2l OSy il &igured62 BA FR2OK@06a Y2NAYR2 LXFyGlidAz2ya YIFN]SR
marked inred® 51 S22 Q& LI |called PTiBio2Anti Aghidldy (BX Bleocated in Merauke

district, and accorithg to its forestand release permitzovers an area @6,400 hectare$?

Daewoo has recentlgonfirmed(May 2016) that it gets advice from Korindo with regard tglentation
operations®® Daewoo acquiredra85% stake in PT BIA in September Z8Theowner of theremaining

15% of the companig unknown, though in all likelihood itkrindo.

Figurel6d [ 20l GA2ya 2F 51 S¢g22Qa t¢ . A2 LyaGA ! IANARYR2 LI |

Papua New Guinea

| Boven
Digoel
|, district

[\ ETe]4]] &7
district "~

" Merauke

district

9EOf dzaA2y FTNRBY (KS wedtNBnRQa I NBES&ad a2gSNBAIY

CKS ¢2NI RQa fIFINASa&l a2@SNBAIY 6SIt0iK FdzyRZ (GKS b2NJF
is a major player in the field &ocially Responsible Investif®@RI)On 17 August 2015, it announced the

exclusion of Daewoo and its pareztmpany POSCO, because PT BIA represantedacceptable risk

of severe environmental damagéEarlier, the Fund had already divested from 27 palm oil companies

2y 1 002dzyi 2F (KSANI & dzy &dzérénsingly; théFurl sdedNcBnijeménid A 2 y  LINI Ol
ASOG2NER 6AGK adzyadzadlAylofS a2O0Al ftermyimanci8ly GANRYYSy il
objectives, and has completed strategic sales of equities in the palm oilacdainining sectors.

Hotspots

l'a gAGK Y2NXYR2 QawithBT BIX dlllevidenzegopdngs Yolitle gyatenatiE use of fire
duringits land clearing process Clearing oPT BI® & eh&ctarewestern block commenced in 2012,
continued in 2013 and finished in 2014.

Figurel7 shows the correlation between deforestation and the fineghe western block, as published

on the website Awas MIFEE in November 28THe puple color marks deforestation, while the fires
are shown in orange.
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Figurel7. Deforestation and fires in the western block of PT BIA in 2012, 2013 and 2014

SourceAwasMifee, Merauke burns, but were the plantations to blame?, 20 November 2&p5/bit.ly/28LFIFf

In September and Octob&015,158 hotspotsvererecorded inthe concessiof® 29,40Chectare
easternblock,concertrated in the area that was deforesteghrlier that year The satellite imagim
Figurel8below also shows two large fires, together covering more than 200 hectares.

Figurel8. Hotspots in the PT BIA concession area in September and October 2015

Sources: Landsat 8 imagery 22 to 30 September 2015. FIRMS, http://ggoa?7awNFg.

Deforestation

According tdndonesiarMinistry of Environment and Forestfgrest cover maps, the PT BiAncession
areacomprised 19,800 hectares of primary forest, 15,900 hectares of secondary forest and 500 hectares
of waterways ir2011.

While PT BlR&estern block had been fully convertéal oil palm plantation by the end of 2014,
deforestation iscurrently orgoing inits eastern blockFigurel9 below shows the area of the eastern
blockclearedby May 2016. The areas marked in orange (a total of 3,300 hectaeeskleared in the 8
month periodfrom October 20150 May 2016.

InMay 2016, aproximately16,000 hectares of fost was still standingnsidethe PT BlAoncession

area, more than 9,000 hectare$ whichwasprimary forest®® This means that since 201Raewoo has
deforested more than 10,000 hectares of primary and 9,000 hectares of secondary forest.
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51 Businesses and ownership

Korindo has around 20,000 employees and comprises more than 30 affiliated companies. Its main
businesssare innatural resourcesvith operations involvindgogging pulpwoodand ol palm
concessions,sawell aplywood, wood chip and palm gtoduction OtherKorindobusinesses include
newsprint paper manufacturing, heavy industries including viowgers, financing and real estaté® Its
revenues are not disclosed.

Photo: TheKorindo office tower in Jakarta
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Source: Flickr, BXHXTXCx, taken on 22 December 2011, http://bit.ly/1t2Rjbe

An opaque company

Korindo is an opague comparfinceit is not a public company, it is not subject to the transparency

requirements of stock exchangdsorindodoes not makets annual reports availabl® the public and

thus provicesno information on business areas, revenues and earnikigendohas a omplex business

structurewith 30 affiliated companiesperatingin several quite diversé dza A y SadaSa® alyeée 27F Yz
Indonesiargffiliatesare owned by Singapore or Hong Kong registered compamigsh are most likely

owned by other companies in othg@rrisdictions. Thughlinks to these companies in other jurisdictions

could not be tracked down, through the Panama papers Korindo Chairman Seuhg &as found to
haveseveralcompanies registered in the British Virgin IslafdEhe complex business stiture, among

other things,makes it impossible tdeterminethe exact ownership of theebusinesses and whether

where the company fulfils its tax obligations.
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Ownership

Korindo is majority owned by the South Korean Seung family. In 1948, the Kare@any Dongwha

Enterprise was founded by Seung Shag, who passed away in 208ince the midl960s, Dongwha

hasimported timber from Indonesia, Malaysia and other countries. Seung-8dang Q& a2y { Sdzy 3 9c
travelledto Indonesia in 196 search bhigherquality timber. In 1970, Dongwha bought a logging

concession in Kalimantan and established an Indonesian company. Inti®®orindo Group was

launched its name being a compositaf the words Korea and Indone$iaSeung Ewo remainedin

Indoresia as the Chief Executive Offi(€EOPf Korindo, extending businesperationsto other

sectors, such as plywood and newsprint, and laigdingheavy machinery and oil palm. Seung #on

has been reported as being the Chairman and CEO of K&fikttsvever, veral documentshowhim

currently actingas Chairman, while Beom Soo (Robert) Seung is named & CEO.

SeungSang I SQ&a &aS02y R &&yrEnts&m/aZE@fDdrgviha Enterprise Co. Ltd
(Dongwha). The total 2015 revenue of Dongwiihich is listed on the Korea Stock Exchdhgeas

KRW 675 billiorequivalent to USD 0.6 billidi The company produces a wide range of processed
woods, such as MDmédiumdensityfiberboard and particle board. It also sells timber products, and
owns two Korean newspapers (the Korea Times and Hankook®fids)of 31 December 201Seung
Eurho, the Chairman of Korindo, had a 9.8k&rein Dongwha Enterprisés.In the past Seung Eumo
wasalsoChairman of Dongwha HoldingfsNow, the businesses of Dondna Enterprises and Korindo
appearto be run separately anfbr the most parthave different owners.

Y2NAYR2Qa odzaAiySaa | OGABAGASA

Figure206 St 29 LINBPGARSa 'y 20SNIBASG 2F YRebohrgeR2 Q& o0dzaAy Sa
alylF3sSySyid KlFa |fgle&ada oSSy opefatnsychmpysinugivgliidbgSy i 2 F Y 2
processingplywood,wood chips), pulpwoodplantations and oil palm operations.

Figure20d Y2 NRA Y R2 Q&

6dzaAySa4a8a YR RAGAAAZYA

Korindo
Resource .
BUSINESSES L Paper Finance Heavy Industry Other
Asiki Finance Special Vehicle Logistics
(Papua) & Plants g
Pangkalan Bun " Foundry, Forging Battery
(Ctr Kalimantan) SR & Machining separators
DIVISIONS
Balikpapan ) International
(East Kalimantan) Insurance Gl et (trade)
Timber Commercial Real Estate
Plantations Vehicles Management
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5.2 Logging and plywood

One of the largest Indonesian plywood manufacturers

Y2NAYR2Qa wSa2aedidshavethfde geSgraPhicdl clusters: AsikiPapua, Pangkalan
Bunin Central Kalimantan and BalikpaparEast Kalimantan. These three clusters represent the
O2YLJI yeQa f 2334y X pleddRinadtlg @yRood dp@aidhst & A y 3

Korindo is one of the largest plywood manufacturers in Indonesia. In 2004, its share of world production
was estimatedat 4%%8 Now, however, Indonesia exports less plywood, while glgbakoodproduction
hasincreased significantl§?.In 2014, Japan (27%hina (26%) and the Middle East (14%) were the main
export destinationgor Indonesian plywood®

Y2ZNAYR2Qa LINBaASyld |yydzf LI &g22R ¢88@BDbic méefs OF LI OA
(m®). Recent documentation by certification bodiesistd G Kl & Y2NRAYR2Q&a G201t LY &g2

to 772,000m?.2% Korindo itself reports an annual production capacity of 564,000mits website,

though this seems outdated informatidf?L Y F2 N¥' I G A2y 2y Y2NAYyR2Qa | Ol dz f

not publicly available.

Asiki (Papua)

Korindo started logging in Papua in 1993 inég,000hectarePTBade Makmur Orisdagging

concession? At present, ithas two active logging concession$iapua: PT Tunas Timber Lestari and PT
Inocin Abadiwith concession areasf 215,003% and 100,008° hectares respectivelyEigure21 below

shows thedcatiors2 ¥ Y2NAYR2Qa t I Llzy t233Ay3 O2yO0Saairzya
purple).Production from the largdPT Bade Makmur Orissancessiomwas last reported for 2019°

The companyT Korindo Abagirocesgs woodin Asiki villagelt has dicense to produce 100,000%of
plywood, 100,000 rhof film faced plywood, and 8,000%of sawn timberannually*®’

It is Ikelythat Korindousesits own logged timber in the PT Korindo Abplgiwood factory

Neverthelessit probablyhasthird-party suppiersas well Korindo is also a thirdarty supplier of
produceunsuitablefor plywood and sawn woogdroduction It is likely for examplethat Korindo sells

some of its wood produce in Papua to the large PT MedcoPapua Industri fzasianyin Merauke a
factorywith annualproductioncapacitesof 1,800,000 rifor wood chips and 200,000%for wood

pellets. The Korean company LG International has secured a 50% offtake of output and a 40% stake in
the project1©®

Figure2l. Lo@tions of Korindo operations in Papua

PT Bade Makmur Orissa

PT Tunas Timber Lestari

Plywood factory
PT Korindo Abadi (Asiki)

PT Inocin Abadi

aidenvironment 40

L.

oAy



t K2G2Y {A3dy o62FNRa T2NJ Y2NAYR2Qa t¢ Ly20Ay !
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PT.INOCIN ABADI el 78l [ =
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T

© Mighty; 4 June 2016; Latitude 6°46'32.46"S, LongitUde 140°38'32.78"E
Balikpapan (East Kalimantan)

PT Balikpapan Wana Lestdormerly PTBalikpapan Forest Industridsas al41,000hectarelogging
concessiorspanning thehree districtsof Paser, North Penajam Paser and West Kd%&T Balikpapan
Forest Industrieactory, located inJenebora villagan North Penajam Paser distrjd¢tas amual
productioncapacitesof 100,000 mfor plywood, 52,000 rfor film faced plywood and 7,000 $for

sawn timber!'° The companygeasecdbperations in December 2012 and laid off 1,700 employees after
making losses in the peridtbm 2009to 2011. It reopened in 2013 with a new work system.
Reportedlyjn 2013its producewasexportedmainlyto Saudi Arabia56%) and Japan26%).t1t

Figure22. Location of Korindo operations ikastKalimantan

Logging concession
PT Balikpapan Wana Lestari

Plywood factory
PT Balikpapan Forest Industries

PT Belantara Subur
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Pangkalan Bun (Central Kiadantan)

Korindocurrently has one active selective logging concession in Central Kalimbekamging taPT
Trisetia IntigaThe concessiooovers an area d§9,000 hectares and is located in Lamandau disttfct.
The southern part of the concession overlaps with oil palm plantations covering an estimated 18,000
hectares. According to certification bo@ Equality Indonesthere has been no resolution process

with regard to the overlapping areds

The company PRorindo Ariabima Sari operates in the city of PangkalanpBatiucingplywood, film
faced plywood and UCP (Urethane Coated Plywdd).

Its annual capacity is said to B&0,000m? of plywood, 20,000n®of veneer, 13500m? of film faced
plywood, 72,500n3 of Urethane Coated Plywoe@4,000 r of block boardand 16,000 rfof sawn

timber.1'% In addition, 15,000 tonnes of formaldehyde and 24,500 tonnes of urea formaldehydes can be
used?1®

A reportin February 20168aidthe company had 1,228 permanent employees and 645 temporary
employeesand that Korindo plannetb lay offhalf of the temporary employees, amdduce the
LISNXY I ySy i S Yihgtheusdieiaialbwes @eidndor its plywoodin the Middle East
Workersplanned a mass strike in respornié.

PT Korindo Ariabima Sari also likely has tpady suppliers that deliver higguality timber needed for
plywood production.

On 1 August 2016 the governor of Central Kalimantan province, Mr. Sugianto Sabranthesftedory

of PT Korindo Ariabima Sari in Pangkalan Bun. Citizens had been complaining about the smoke and dust
O2YAYy3a FNRY GKS FIFOU2NRQa OKAYySead ¢KAa OF dzaSR
to a densely populated area. The gaver told Korindo that it should solve the pollution problem within

6 months. Otherwise, sanctions would follaif.

Figure23. Locatiors of Korindo operations in Central Kalimantan

Logging concession
PT Trisetia Intiga

Pulpwood concession
PT Korintiga Hutani

~Woodchips rﬁill

PT Korintiga Hutani

\ Plywood factory

PT Korindo Ariabima Sari
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wWSLR2NIia adzZa33sSad (skhinly expartdditoiieMdde Ea¥t® hg cothpany

Transcontinental Indenting CHLC(TIC)located in Dubain the United Arab Emirates, claims to be the
NELINBaASY(GlGAGBS 2FFAOS fo?the Midde\Basy (B@l@iig SalidéAelia®d,R LINE RdzO i a
booking in excess of 200,000 Korindo products every {#8am article n April 200%tated that Korindo

ships to all ports in the Gulf Cooperation Council (GCC) fégama monthly basis in order to meet

Ot ASyili ySSRad® awY2NAYR28 OKIFINILGSNB Ada 26y @SaasSt I
2NRSNE FTNRY (GKSANI D// OdzAali2YSNERZ® &aFAR ¢L/ YIlIyl3Aay3

5.3 Pulpwood

Korindo has a largeulpwood ©ncessiorin Central Kalimantabelonging toPT Koritinga Hutani (PT
KTH). Th@4,008hectareconcession aregpansthe two districts oflLamandau and West
Kotawaringint?®In 2014, 29,000 hectaragere planted with eucalyptusHucalyptus pellitg 25,000
hedares with acaciaXcacia mangm) and 2,500 hectares witlvaru (Hibiscus simil)s

PT KTH also haghip mill in Pangkalan Bdar processing itpulpwood It has an annugroduction
capacity of 963,636 frfor wood chips. Additionallythe factory is &le to produce 265,000 #rof wood
pellets, 50,000 rhof veneer, and 35,000 frof sawn timbert?* PT KTtdustomersin the periodfrom
May to November 2013 included PT Tanjungenim Lestari Pulp and Paper (PYoW&ideby the
Japanese Marubeni Corporatidh PT Alam Abadi Perkasa (PT AAP), and UD Faydf9aya.

The Japanese pulndpaper conglomerate Oji Holdings has a 343#hare in PT KT¥. It acquired he
stake in March 2010 for USD 103 millidhReports i July 2013 and March 20%4id substantial
volumesof PT KTRwood chips would be supplied to Oji in Japan for paper manufactt#frighe wood
pellets are likely shipped to Korea and Jap&n.

PT Belantara Subur is another Korinmdpwoodconcessionlt coversl6,475 hectares anig located
adjacenttoKok Y R2 Q& t ¢ . I f A loggind dongessioin Fast KéliGantai: NJA

Anew pulpwood plantation in Papua?

In September 2015, Korindo and Papuan government sources reported that Korindo is considering
establishing ulpwoodplantation in PapuaPapuaGovernor Lukas Enembe, and Korindo agh
interested in setting up a biomass plant to generate electricity, combined withi@voodplantation.
Discussions/ere already underwagverthe acquisition of 12,000 hectared landin Jayapura district
and JayapuraMunicipality. The location of the land under discussisminclear, so the present forest
coversituationalsoremainsvague However Jayapura districturrently has substantigdrimary and
secondary forestover. According to a Korindo spokeEsson 10MW of electricity could bgenerated
from 7,000 hectares of eucalypt&
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PT Aspex Kumbong

Located in Cileungsi near Jakarta on the island of PavAspex Kumbong (Aspex 1086Korindo

O2YLIl yez Aa LYyR2ySaAl Qawithapditon capaStydi4DDOR tgnines Y | y dzF I O d:
per yeart® Large Aspegustomers includéhe Indonesian media company Kompas Gramedia

publisher ofthe national Kompas newspaper and regionabdin newspaperamong othes'3 - and the

Australian company Oceanic HoldifigOceanic exports waste paper to Aspex, whichés imported

back into Australias newsprintaswellasgoini 2 b S¢ %SIfFyR yR {2dziK ! FNAOI
paper is said tibe made from 100% recycled paper collected from Australia, New Zealand, the USA and
Indonesiat3®

Aspex isalsoreported to produce paper gradexher than newsprint, such gsaper fornotebools,
textbooks and telephone directorie$?’ Little Information wasavailable on thisspect2 ¥ | 4 LISE Q&
businesshowever, i does have aFSC Chain of Custody certificate for newsprint, prirfimgiting and
food wrapping papet3®

Y2NRAYR2Q&a | { adzoaARAINEB Y2dzal Ly{dSNYDedingmyatht Aa ! aLlS
recovered and prime paper, the compaisysaido handlevolumesexceedind200,000tonnesa year.

The prime paper sold is said to comprise newsprint, telephone directory paper, printing & writing paper

and paper forother uses. However, a databe that tracks shipments to the US rewsiho imports of

paper by Kousa International to the US2 dzamlosRr&centexport of recycled paper to PT Aspex

Kumbongwasfrom July 201540

Tax evasion?

Aspex is related to a casealfegedtax evasion by Korindo Chairman Seung-BEaiand his sons. The

Korean National Tax Service first investigated the case and referred it to the Seoul Central District
Prosecutors' Office in April 2014. According to the prosecutor, SeunfidganKorean dizen, and his

sons allegedly used a paper company set up in an overseas tax haven with the names of other people in
order to avoid paying taxes in Korea. Seung has reportedly claimed that he has no reason to pay taxes in
Korea, because he is currently reotesident. The NTS, however, believed that he and his sons stayed in
Korea for more than one year during the/8ar taxation period, so they would be obliged to pay taxes

in accordance with Korean law. As of October 2014, Seungn&bad yetto be summored for

guestioning**! Inquiriesinto his whereabouts and income were skitingreported on a Korean

National Tax Serviceebsite inApril 2016142

55 Finance

Korindo has a 20% share in the Indonesian company PT NongHyup Korindo Securities IHdonesia.

Among otler activities, the company is engaged in equity brokerage and investment batfkiitg.

currentyNdzy & Y2NAYR2Q& CAYlFYyOS | yR {séard=® Vi A SANDYRAFES24aS
website in 2010. The majority owner, the NongHyup Financial Graup,Y 2 NB | @rgestdirfui@ialy R

group by asset¥®

PT Meritz Korindo Insurance is a joint venture general insurance conpaslyingMeritz Fire &

Marine Insurance Company, Ltd. (51%) and the Korindo Group (49%). The company provides several
insuranceproducts, such as fire insurance, property all risk, marine cargo, contraotwstructionand

motor vehicleinsurance*4®
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5.6 Heavy industry

w»

' O02NRAY3I G2 GKS Hnamna Y2 NX ybBshess @dpiigesif@QEdivisigndiA Yy R2 Qa |
wind towers, foundryforging (steel structures), special vehicles and commercial vehfélBsiring the

course of preparing this reparit was not possible to get a complete updated picture of Korindo Heavy
Industryactivities so the information below should be viewed in thight.

Korindo windtowers have been installed in the US, India, Australia and New Zealand. The production
area is located in CileganBantenprovince onJava. Since 2006, Korindo has produced more than 1,200
G26SNR T2NJ GKS ! { ManN\Koa Idiernat®iaiis/fHe 2xaldsagen{ for Koliralé
Wind. The president of Kousa International is Ricky S&diZhecking a databasé# shipments to the

US, Kousa International was found to have imported 5,900 tonnes of wind towgponentsfrom PT
Korindo Heavy Industiy February 2016, and another 2,000 tonnes in April 283&orindowind

Energy customensiclude the Spanish energy company Iberdtlahe German company Siemét's

the Danish company Vestas, the-bi&ed company Clipper and thpeish company Game&#.

OvertheyearsOf ASy ia 2F Y2NAYR2Qa F2dzyRNE FyR FT2NHAY 3 0 dzaA
Industries (201€2012), Sookook Engineering (2012), PT Krakatau Steel?2202), PT Hanazono

Engineering Indonesia (2012), PT Aditys/PT GSKorea (2012014), PT FLSmidt Indonesia (2011

2012), PT JGC Indonesisubsidiary of Japan Gas Corporat{gfi12) and SWEBRE JO (20158 It

appearsthisreaz T Y2 NA Y R2 Q& 0 dza Ay S &idce X128fthgseclientKlistét]l Y I y& Of ASy
manytypically stem from South Korea and Japan. Recgidsindo Heavy Industry has alsorkedon

the construction of its own CPO Mills for PT Dongin Prabhawa and PT Berkat Cipf@‘Abadi.

Korindo Energy (Singapore) Pte. Ltd. was incorporat&ihgapore on 3 November 2010, and was not
fAa0SR 2y Y2 NAYIROERS eagne serviceSfor gk mafine and energy sectord
its brochure refers to a long list of clientaainlyin the marine sectof>®

IN2007Y 2 NA Y R2 0 S O lsgeinbly partimsf Rithe Praduction of trucks and buses.
established a plant in Banten provinicethe western part oflava after investing USD 25 milligh.
Hyundai ended the contragh 2012158

ADO2NRAY 3 (2 Y2 NRoghReHaavy Imrdusiproduged audorhabi® componentsr a

wide range of customerat its plant in Tangeranip Banten provincé®® The Indonesian conglomerate

Bakrie & Brothersicquired the companin 2012 or 2018°, though ®me parts of the companstill

appearto exist. In Mach 2015 Chen Chong Kyongne of the directors of Korindo Motors (also located

in Tangerang) was arrestéor alleged involvenentin a corruption case surrounding ti2 SNy YSy G Qa
procurement of Transjakarta buses in 20$3.

KorindoSoecialVehiclesbusiness boasts a wide range of customers according to the 2010 Korindo
website. Theecustomers are mainly transportation and mining companfés.

5.7 Coal mining

Korindo holds a stake of at least 30.6% in a large coal project localpiras districin Certral
KalimantanEstimated reserves are 337 million toes of bituminous coalandestimated annual

production capacitys 4 million tomes. However, delays in obtaining the necessary permits from the
Indonesian governmerttave meanthe projectbeingunale to start163
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Smaller businesses

YS 2F Y2NAYR2Q&a aYlIfftSNI O2YLI yASa AyOf dRSY

PT Dongbang DevelopmertK A & A& (GKS O2YLIl yé o0SKAYR Y2NAYR2Qa N
the 16-floor Wisma Korindo office tower in Jakarend 163 apartments for lease externals and

employeests

PT Magna Digital Lalthis company focuses on digital applicatidffs.

PT Separindo IndustitK A & A& Y2NRAYR2Q&a ol GGSNER Fiad NJ G2 NJ 6dzaA
Jakartaon Java-®®

PT Bumi Indawa Niaga trading company.

PT Korindo Konstruksa construction services compatfy.

On its websiteKorindo states that it also has a rubber plantatibat no information on this rubber

plantation could be found.
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Y2NAYR2Qa 2Af LI fY LINIedd@nicepdidts tdFshsteomiic anddésgraadiser | y | 6
of fire by Korindo during land clearing processThis is illegal in Indonesiorindo was a large
O2y G NROdzii 2NJ (2 Ly R 2 yaScauhtingX¥amlmidt 1%of aRfkes. 8 G SNJ Ay Hnawmp

Y 2 NA&A ¥ R 2 Qéacti€es fall far 3hértithe sustainability commitments made by the main

companies that grow, refine, and trade palm oil. Korindt¢hisrefore,at serious risk of losing its main
oilpamcustomerst 62 2F Y2NAYR2Qa YI Ay Rakihive recemtifalecadyAr f YI NI | YR
stopped sourcing from Korindo.

Not even the relatively lax standardstbe Roundtable on Sustainable Palm Oil (RSPO) allow the
clearing of primary forestsyhich Korindo isdoing The main companies in the oil palm supply chain
demand much higher standards th#mse ofthe RSPO.

ClearlyKorindodoes notrespect the customary rights of communitiesNorth Malukuthat have been
living inthe regionfor hundreds of years. Korinddhouldreturn the landthere to its owners.

Korindo igpassingts hazardougracticeson to other Korean conglomerates like Posco Daewoo. It is
also setting a dangerous preceddat commercial exploitatioin Papua, home to the largest remaining
tractsof pristine rainforest in Indonesia. In additionite practices ofleforestation andurning the
company isalsosurrounded by allegations of tax evasion and corruption.

Korindo is an extremely opaque company. It should embrace transparency, sadsers investors
and global consumers can assess whettsdr OG A 2y a f A @S dzLJ G2 Ada RdzA2dza Of

company.

Photo: Clearing of primary forests by PT Papua Agro Lestari (Korindo).

© Mighty (drone photo); 4 June 2016; Latitude 6°45'42.90"S, Longitude 140°48'28.38"E. Credit: Yudhi Mahendra
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