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Executive Summary

After acquiring pulp and paper giant Domtar Corporation last year, Paper Excellence became Canada’s top wood
pulp producer with more than double the mill capacity as the next largest competitor. Paper Excellence will become
one of North America’s largest pulp, paper, and lumber producers if its proposal to acquire Resolute Forest Products
Limited is completed as scheduled in early 2023.

Journalists and civil society groups have pointed out that Paper Excellence is a company controlled by the Sinar Mas
Group, the parent conglomerate for pulp and paper producer Asia Pulp & Paper (APP). In Indonesia, APP and its wood
suppliers have converted over 2 million hectares of tropical rainforests to establish pulpwood plantations, including
in areas providing critical habitat for Sumatran elephants, orangutans and tigers, according to civil society analyses.

Many of APP’s wood suppliers have unresolved conflicts with local and Indigenous communities over land used for
industrial tree plantations. APP’s plantation operations in Indonesia, which involve draining hundreds of thousands of
hectares of carbon-rich peatlands, have been linked to catastrophic fires and globally significant levels of greenhouse
gas emissions. On the financial side, APP set an emerging markets record in 2001 for the largest corporate debt
default of nearly US$14 billion.

Paper Excellence represents itself as a Canadian company that was established in 2006. It has denied being a
subsidiary of APP or Sinar Mas Group. APP similarly has denied any ownership or management relationship with
Paper Excellence.

This report presents evidence that demonstrates, in the view of the authors, that Paper Excellence is, in fact, part of the
same corporate group as APP and Sinar Mas. As defined by the Accountability Framework Initiative, a corporate group is
a“totality of legal entities to which the company is affiliated in a relationship in which either party controls the actions
or performance of the other.” A nexus of factors such as family ties, overlapping management, and lobbyist filings
indicate that Sinar Mas Group controls Paper Excellence. As such, Paper Excellence and APP can be considered as “sister
companies” under the common control of the Sinar Mas Group. The analysis is based on a review of hundreds of pages
of publicly available corporate registry documents and other official filings about entities in Canada, Indonesia, France,
Brazil, Italy, Germany, the United Kingdom, the United States, Malaysia, the British Virgin Islands, and other jurisdictions.

In response to the findings of this report on the links between Paper Excellence and APP/Sinar Mas, Paper Excellence’s
Vice President of Corporate Communications, Graham Kissack, stated, “Paper Excellence is entirely independent of
APP/Sinar Mas. Of course, it is well known that Jackson Wijaya, the ultimate owner of PE, is the son of the current
leader of APP/SMG. But Jackson continues to operate PE completely independently.[. . .] There are no ownership or
control links with APP/Sinar Mas or anybody else.”
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https://www.nrdc.org/sites/default/files/pulp-fiction-canada-forests-report.pdf
https://resolutefp.mediaroom.com/2022-07-06-PAPER-EXCELLENCE-GROUP-ENTERS-INTO-DEFINITIVE-AGREEMENT-TO-ACQUIRE-RESOLUTE-FOR-20-50-PER-SHARE-AND-ONE-CONTINGENT-VALUE-RIGHT-TIED-TO-POTENTIAL-DUTY-DEPOSIT-REFUNDS-OF-UP-TO-500-MILLION
https://www.reuters.com/article/eldorado-brasil-celulose-ma-paper-excell/update-2-brazils-jf-paper-excellence-dispute-eldorado-sale-price-source-idUSL2N1VK150
https://environmentalpaper.org/wp-content/uploads/2021/06/joint-letter-on-domtar-acquisition.pdf
https://eyesontheforest.or.id/uploads/default/report/Eyes-on-the-Forest-Investigative-Report-The-truth-behind-APPs-greenwash.pdf
https://www.banktrack.org/download/asia_pulp_and_paper_risk_briefing_for_banks_and_investors/211206_app_briefing.pdf
https://environmentalpaper.org/wp-content/uploads/2020/03/APP-social-conflicts-mapping.pdf
https://www.ran.org/wp-content/uploads/2019/11/Perpetual-Haze.pdf
https://forestsandfinance.org/news/indonesia-pulp-giants-net-zero-pledges-are-misleading/
https://forestsandfinance.org/news/indonesia-pulp-giants-net-zero-pledges-are-misleading/
https://www.euromoney.com/article/b12kp1g5cbcvcb/asia-the-untouchables-indonesias-widjajas
https://www.businesstimes.com.sg/companies-markets/worst-asian-default-forgiven-as-indonesia-billionaire-sells-debt
https://www.businesstimes.com.sg/companies-markets/worst-asian-default-forgiven-as-indonesia-billionaire-sells-debt
https://paperexcellence.com/locations/canada/
https://biv.com/article/2015/05/chetwynd-mill-restart-caps-company-buying-spree
https://industri.kontan.co.id/news/sinar-mas-bantah-berafiliasi-dengan-paper-excellence
https://accountability-framework.org/the-framework/contents/definitions/

APP responded to the report’s main findings, “Your suggestion that Paper Excellence is part of the same corporate
group as Asia Pulp & Paper (APP) is not correct. There is no such company within the Asia Pulp & Paper (APP) group.”

In analyzing the linkages of Paper Excellence with APP and Sinar Mas, the authors of the report emphasize that
APP and Sinar Mas' respective performance and practices, either in the past or at present, may not be indicative of
those of Paper Excellence and/or its affiliates. Nonetheless, this report highlights the need for stakeholders of Paper
Excellence to conduct appropriate due diligence to understand the group’s complex corporate structure, including
its links to APP and Sinar Mas, and to assess what implications this may have in terms of corporate control and
accountability. Paper Excellence’s corporate structure has an extensive network of corporate entities registered in
offshore jurisdictions characterized by high levels of corporate secrecy.

In response to this report’s finding of Paper Excellence having an opaque corporate structure, Graham Kissack of
Paper Excellence stated, “There is not, and never has been, an intention to create a corporate structure at Paper
Excellence that is intended to hide anything. There are various factors to think about when building the corporate
structure of a business. This is all the more relevant in the case of an international business such as that of the PE
Group. These include tax, corporate finance, allocation of corporate liability, and the like”

The findings of this report have relevance for the Forest Stewardship Council (FSC), which recently adopted a

new Policy for Association that recognizes corporate group affiliation based on factors of corporate control.

Paper Excellence has FSC certificates for twenty pulp and/or paper mills, while APP and its subsidiaries have been
disassociated from the FSC since 2007 because of “destructive forestry practices.” This report should also be of interest
to parties that rely on the FSC’s certification program for determining the sustainability of forestry companies they
source from in North America, Brazil or Indonesia. These parties include major consumers of wood pulp, paper, tissue,
packaging, and lumber products sold by Paper Excellence, Domtar or Resolute.

Furthermore, this analysis may be of interest to financing institutions providing loans and/or loan commitment
letters to Paper Excellence and/or Domtar — such as Barclays, Bank of Montreal, CoBank, the Royal Bank of Canada,
Wells Fargo, Credit Suisse, and U.S. Bank. To fund its expansion in North America, Paper Excellence is borrowing
billions of dollars from U.S. and Canadian banks, including a half billion-dollar loan from the U.S. Farm Credit System.

Indigenous, national, provincial and municipal governments may find this analysis useful in determining to what
extent Paper Excellence and its affiliated companies have access to public benefits and incentives such as forestry
resources, government financing, tax breaks, preferential trade access, and energy subsidies. The report may also
be of interest to trade justice advocates and state representatives currently negotiating the Canada-Indonesia
Comprehensive Economic Partnership Agreement (CEPA). Finally, competition authorities in Canada (Competition
Bureau Canada) and the U.S. (the Federal Trade Commission’s Bureau of Competition) may consider this analysis
useful in assessing market concentration issues related to their respective reviews of the Resolute Forest Products
acquisition by Domtar Corporation, Paper Excellence’s wholly-owned subsidiary, and any future acquisitions related
to Paper Excellence.
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https://connect.fsc.org/current-processes/policy-association-organizations-fsc-pfa
https://app.powerbi.com/view?r=eyJrIjoiN2U3NGMyNWEtZTAxNS00MzVhLWExNmMtOThhZjdiYjQ4MWNkIiwidCI6IjEyNGU2OWRiLWVmNjUtNDk2Yi05NmE5LTVkNTZiZWMxZDI5MSIsImMiOjl9
https://fsc.org/en/unacceptable-activities/cases/asia-pulp-and-paper-app
https://www.sec.gov/ix?doc=/Archives/edgar/data/1381531/000119312521212392/d192672d8k.htm
https://sec.report/Document/0001193125-22-213690/
https://sec.report/Document/0001193125-22-213690/
https://sec.report/Document/0001193125-22-213690/
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