An Open Letter to Customersof and Investorsin the Indonesian Pulp and Paper
Sector:

We are writing to enlist your company’s supportieating the conditions for
environmentally and socially responsible pulp aaggy production in Indonesia and to
help Indonesia meet its commitment to reduce geginouse gas emissions. These
reforms will also help eliminate controversy argkrassociated with your supply chain
and investments.

There are grave social, environmental and legakssurrently associated with pulp and
paper production in Indonesia. The pulp and papdustry is still clearing and
converting vast areas of natural rainforests in &uwand Borneo, much of it on peat
soils and is now planning to expand to the AsiafR&clargest remaining intact tropical
forest: the Indonesian provinces on the island@i/Nsuinea. The industry is linked to
the palm oil industry though the purchasing of fivem the clearance of natural forest
for the establishment of oil palm plantations. Tibiss of natural forests in Indonesia is
having devastating impacts on ecosystems and lawgity, local communities and the
climate.

Negative impacts of the pulp & paper industry codbiersity, including Sumatran
orangutan, tiger, elephant have been well docurdeMere recently, the industry’s
contribution to global climate change is increabing the spotlight. Due to the
conversion of carbon rich natural forests partidulan peat soils, Indonesia is now the
third largest emitter of C{after China and the USA. An Indonesian government
sponsored report estimates that 80 percent of kglais emissions are due to
deforestation and forest degradation and to ongemigsions from drainage and burning
of peat lands The pulp & paper industry is one of the key drivef these emissiohs
Parts of the Indonesian government and the indssthaim for a large expansion —
about nine million ha of additional new plantati@iter July 2007 - many of which will
involve massive natural forest conversion and @geénof peatlands, increasing the
industry’s carbon footprint even mdte’.

International demand for pulp and paper and palns a@iriving these expansion plans
and threatening these forest values. Without najanges in both producer and
consumer policies and practices, climate impacismarsen and many indigenous
cultures and species will be lost.

Indonesia’s natural forests areas are the homelaineéss of millions of indigenous
people and forest dependent communities. Naturasf@onversion by the pulp and
paper industry is causing widespread social probland conflict. Forest clearing and
conversion license areas are allocated by thematgovernment and developed by
plantation companies usually without regard foigedous community’s rights and
tenure. This has led to a rash of social confacts controversy, and in some cases to
violent conflict and deaths. The number and extétihese conflicts are on the rise. In
Riau Province on the island of Sumatra, conflistsogiated with forest conversion
reported in the media between 2007 and 2008 altredsied.



In December 2008, the community of Suluk BonkaRiau Province, which has been in
a land dispute with Asia Pulp and Paper/Sinar Mami®s subsidiary P.T. Arara Abadli,
was forcibly evicted from their homes, which weabsequently burnéd In May 2009,
three members of the Bangun Purba/Tangun commimRyau were killed following
demonstrations again$t.T. Sumatra Silva Lestari which had taken oveirtlands to plant
Acacia plantations. The company supplies woodR&A /Raja Garuda Mas Group (RGW)In
June 2009, the community of Tuluk Meranti on thertpar Peninsula in Riau rejected plans by
APRIL/RGM to clear and covert natural forests ogititustomary lands. In July 2009, eight
community members were arrested and jailed foregtotg PT Toba Lestari Pulp’s logging
license and ongoing conversion of community folastls in North Sumatra. Despite calls for a
resolution of this situation, the company, whiclamsaffiliate of APRIL/RGM, has refused to
respect the rights of the communities whose lanklas taken ovér

In addition to social conflict and controversy, thare fundamental problems in the
industry’s wood supply. It is unsustainable andalggguestionable.

There is ample evidence of Indonesia’s Pulp anePimplustry’s dependence on natural
wood fiber for its mills. Both APP/SMG and APRIL/RGmiIlls, which account for

about 80% of Indonesia’s pulp and paper productoa still reliant on Mixed Tropical
Hardwood — or natural rainforest - trees for tlo#igoing operations despite public
commitments that they would be self sufficientilvef from plantations by the end 2006
and subsequently 2009 his belies industry claims of sustainability.rdineds of
thousands of hectares of existing pulpwood plaoatare on peatlands whose long term
viability is also questioned by experts. These faaons on peatlands will continue to
emit massive amounts of CO2 into the atmospheretbeecoming decade.

There are also questions about the legality of nmi¢his fiber. The Ministry of Forestry
and World Bank have estimated that over 50 pemgloigging in Indonesia is illegal

In 2006 alone, it is estimated that illegal loggowsts Indonesia’s government 2 billion
dollars in losses, equal to government spendingndonesia’s entire health syst€mit

is highly likely that some of the illegal wood wased by pulp mills since around 70% of
the total national roundwood equivalent consumptiat year was used for pulp
productiort". In December 2008, in the Riau province, the Rishread of Palalawan
was sentenced 11 years in prison for bribery imimngslicenses to wood suppliers to both
APP/SMG and APRIL/RGRY. There are more officials under investigation by
Indonesia’s Corruption Eradication Commission (KR#t)the similar offences. Many
pulp wood plantation licenses have been grantedkep peat which is protected by law
and are in violation of spatial plans developedadional or provincial levels

Many of these problems are recognized by the Insianggovernment. In September
2008, governors of all ten Sumatran provinces, stpd by Indonesian Ministries of
Forestry, Environment, Public Works and the Interamnounced their collective
commitment to protecting the remaining criticalefsis and wildlife habitats and other
high conservation values across the whole islar8uafiatrd”. In September 2009 at the
G 20 meeting in Pittsburg and in Indonesia’s Jan@84.0 submission to the UNFCCC,
Indonesia’s President Susilo Bambang Yudhoyono neitted to reduce Indonesia’s
greenhouse gas emissions by 26% unilaterally frosmniess as usual projections by 2020



and by up to 41% with the support of the internaiacommunity, citing changes in
forest and land use practices as a key area teactiese targets. In January 2010 the
National Planning Agency (Bappenas) released atrepdndonesia’s peatland that
found that development in peatlands is responsinlbalf of Indonesia’s total
greenhouse gas emissions yet produce less thgmeorent of the nation’s GDP. The
report recommends an end to peat forest conveasidrdrainage as the most cost
effective strategy for achieving Indonesia’s carbeduction targety".

We support these government calls for forest ptmie@nd emissions reductions.
Protecting Indonesia’s remaining natural forest$ p@atlands, and supporting
community rights and livelihoods are fundamentaldchieving these goals. These high
level commitments provide an opportunity to rediledonesia’s development pathway
away from business as usual - with the host of tgyanpacts it brings - and toward a
“low carbon,” and equitable development path tleapects community rights.

We request that your company help with this trémsiby reducing the demand for
products and investments in this sector that enaldeness as usual to persist. We
request that you reduce your company’s consumjati@henvironmental footprint by
establishing social and environmental safeguardsrocurement and by helping to bring
about crucial changes to the Indonesian pulp apédmiadustry’s practices as well as
supporting related government policy reforms. Waesst that investors adopt similar
safeguards in relation to investments in Indonsgmalp and paper sector. We urge you
to require that Indonesian pulp and paper compardghe supply chain partners that
you do business with to undertake and independeatify:

1. A immediate halt on all further logging, clearingdaconversion of natural forests
across all operations in Indonesia and a halt lospakcing of mixed tropical
hardwood fiber until areas of High Conservationugif and high carbon value have
been identified and protected, and areas suitableler production have been
agreed upon by government, industry, civil soc@tanizations, and affected
indigenous peoples and forest dependent communities

2. Atime bound plan for the restoration of peat laadd key ecological areas affected
by roads, canals, logging, wood transportation@adtations is agreed by
government, industry, civil society and affectednoounities, and is being
implemented.

3. Negotiated agreements with indigenous communififested by planned or existing
pulp operations based on the right of indigenowsples to give or withhold their free,
prior and informed consent to developments that affgct their customary
territories are established. Negotiated settlemamiisfair compensation for lands
with non indigenous communities must also be eistaddl. Safeguards for pulpwood
plantation and pulp and paper mill worker’s rigimsluding for example, adequate
wages, healthy working conditions, training, arslirance, are also established.

4. A commitment that any new or expanded pulp and ipagilecapacity is totally
mercury-free and chlorine-free.

5. A halt on any additional pulp or paper productiapacity or expansion and an audit
of existing fiber production capacity to verify thadditional natural forest fiber



(MTH) is not required for existing or expanded @iem and is consistent with the
above conditions.

6. The employment of an independent third party, aed®e to independent civil
society groups in Indonesia, to monitor implemeataéind continued adherence to
the above conditions and report regularly to thiglipwon its findings.

We ask you to halt existing investments and reffia@m new investments and purchases
from pulp and paper companies and supply chaimeesiinked with Indonesia until

they commit to and demonstrate action to implentteatabove conditions in a time
bound, published plan.

In addition, we urge your company to support acbgrthe Indonesian government
consistent with these conditions. Specifically,dndsian civil society has called on the
Indonesian government to revoke recent decisicgisalfow conversion of natural forests
and peatlands. Civil society groups have recomnektiti the government develop new
policies to prevent further conversion of natutakkts and peatlands and for the
international community to support these efforts

Attaching these conditions to your company'’s preaugnt or investment will support
our efforts to protect the human rights of margsed peoples and groups in Indonesia,
to maintain biological diversity and ecologicaldgtity, to reduce Indonesia’s
greenhouse gas emissions and to lay the groundaodn equitable, sustainable and
low carbon development pathway for our nation.ilt also create more certainty and
less risk for your company and its business wittohesia.

Endorsed by:
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