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1. Executive Summary

Mitsubishi UFJ Financial Group (MUFG), as Japan's largest financial institution, holds substantial influence in
global markets. This position presents an opportunity to drive up sustainability practices in the banking
sector and mitigate environmental and social risks. However, critical gaps in the group’s Environmental and
Social Policy Framework (ESPF) undermine its sustainability commitments, exposing MUFG to reputational,
and potential regulatory and financial risks.

Between 2016 and 2024, data from Forests & Finance estimates that MUFG provided at least USD 6.6
billion in financing to forest-risk sectors, including USD 2.4 billion to palm oil sector and USD 1.2 billion to
pulp and paper sector in Southeast Asia, and USD 2.2 billion to South America’s pulp and paper sector.
These sectors are closely linked to deforestation, biodiversity loss and human rights violations, with several
of MUFG's clients demonstrating a track record of non-compliance with sustainability standards. Since
2020, the group’s Indonesian subsidiary, Bank Danamon, has accounted for a significant share of its
Southeast Asia financing, raising serious concerns about the inconsistent application of the ESPF standards
across the group.

This analysis identifies four major policy gaps in MUFG's ESPF that amplify these risks:

1) Inconsistent policy implementation across MUFG banking subsidiaries: MUFG's overseas
subsidiaries,such as Bank Danamon,, are excluded from the scope of the group’s ESPF policy,
although its market is highly exposed to the deforestation risk. Bank Danamon has its own No
Deforestation, No Peatland, No Exploitation (NDPE) policy in place; however, it doesn't prevent
financing to high-risk clients like Tunas Baru Lampung.

2) Narrow NDPE policy scope: Failure to apply MUFG’s NDPE policies to clients operating in
midstream and downstream value chains such as pulp mills and palm oil refineries, which are major
drivers of demand for deforestation-risk commodities. Additionally, policy scope does not require
NDPE policies at the client’s corporate group level, allowing clients like Royal Golden Eagle (RGE) to
evade accountability, through their routine use of shadow company operations.

3) Lack of clear compliance timelines: Without specific, time-bound deadlines for client compliance
with MUFG policies, clients can delay action or make vague commitments, undermining MUFG's
sustainability commitments and continuing harmful activities.

4) No public non-compliance protocol: The absence of transparent consequences for client violations
weakens accountability and erodes stakeholder trust, allowing harmful practices to continue.

These gaps are illustrated by the following cases of high-risk clients:

e Tunas Baru Lampung: palm oil group responsible for large-scale peatland conversion, and which
experienced extensive fires in 2015, 2019 and 2023. One company under its control was sued in
2024 by the Indonesian Government for USD 41.5 million in ecological and economic damages
from fires in carbon-rich peatlands in 2023.

e Royal Golden Eagle: Major conglomerate that has concealed control over a network of shadow
companies that include pulpwood companies that are amongst the largest drivers of deforestation
in Indonesia, and a pulp mill that threatens 600,000 hectares of biodiverse forest.

e Palm Oil Traders in the Leuser Ecosystem: Major traders — Apical, Golden Agri Resources and
Wilmar — repeatedly sourcing illegal palm oil from protected areas, driving biodiversity loss.

To address gaps, MUFG should implement the following priority recommendations:


https://forestsandfinance.org/banking-on-biodiversity-collapse/
https://www.ran.org/forest-frontlines/japanese-megabank-mufg-finances-massive-carbon-bomb/
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1)

2)

3)

4)

5)

Implement MUFG's ESPF standards group-wide: To maintain credibility, mitigate risks and align
with its peers, MUFG must ensure group-wide ESPF implementation, across all subsidiaries and
financing types. A detailed timeline for policy application should be introduced, with Bank Danamon
prioritised for immediate compliance, considering heightened client and governance risks in the
region it operates.

Apply NDPE policies to clients operating in midstream and downstream: MUFG must apply its
policies across the value-chain, requiring clients processing or manufacturing with forest-risk
commodities to adopt and implement NDPE policies, prioritizing implementation by midstream
processors.

Adopt corporate group-level policies for clients: MUFG should strengthen its policy by applying
NDPE standards across the entire corporate group of its clients, consistent with guidance from the
Accountability Framework Initiative (AFI) and the OECD Guidelines for Multinational Enterprises.
This approach should define the corporate group as the “totality of legal entities to which the
company is daffiliated in a relationship in which either party controls the actions or performance of
the other.”

Set clear compliance deadlines: Require all clients to publicly commit to NDPE standards and
publish a detailed NDPE Implementation Plan with ambitious target dates and time-bound
milestones for achieving full independent verification of compliance across all forest-risk
commodity supply chains. New clients must demonstrate this commitment prior to financing, and
existing clients must do so prior to refinancing, or within one year, whichever is sooner.

Publish transparent non-compliance protocols: Establish clear, public protocols for how all MUFG
group entities address client violations of MUFG's NDPE policies, including a description of
expected corrective actions, timelines and penalties, as well as thresholds for terminating financial
relationships in cases of continued non-compliance.

MUFG's Forest-risk commodity sector financing

Since the Paris Agreement, MUFG has been one of the largest financiers of forest-risk commodity sectors,
providing USD 6.6 billion in loans and underwriting to industries driving social and environmental harm. This
financing is concentrated in high-risk regions and sectors, including: the Southeast Asian palm oil (USD 2.4
billion) and pulp and paper (USD 1.2 billion) sectors linked to deforestation, peatland degradation and
human rights abuses; and the South American pulp and paper sector (USD 2.2 billion) known for clearing
vast tracts of biodiverse forest for monoculture plantations.


https://accountability-framework.org/use-the-accountability-framework/for-financial-institutions/
https://www.mofa.go.jp/files/100586176.pdf

Graph 1. MUFG's forest-risk financing by sector, January 2016 to June 2024 (USD millions)
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Over the last 5 years (January 2020 to June 2024), MUFG provided USD 2.2 billion in credit in Southeast
Asia, making it the largest Japanese bank operating in these sectors. As Graph 2 shows, MUFG has also
been the seventh largest bank globally and one of the largest banks from an OECD country financing
forest-risk sectors in Southeast Asia.

Graph 2. Largest 20 creditors to Southeast Asia, January 2020-June 2024 (USD billions)
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The majority of financing (USD 1.5 billion) was concentrated in three corporate groups: Sinar Mas Group
(USD 705 million); Royal Golden Eagle (USD 508 million); and Sungai Budi Group (USD 281 million). Table 1
shows the loans and underwriting services MUFG has provided to these groups since 2020.



This exposure highlights a critical need for enhanced safeguards, particularly as investigations reveal links
between these clients and large-scale deforestation, peatland degradation, and community harm. MUFG
has an opportunity to engage with these clients to address serious issues in their operations and to
remediate harms, particularly where the transactions have not yet matured.

MUFG's Indonesian subsidiary, Bank Danamon, was responsible for issuing all of the finance from MUFG
group to Tunas Baru Lampung, and for 69% of finance issued to the Sinar Mas Group, raising concerns
about the inconsistent application of MUFG's ESPF, particularly its NDPE standards and the adequacy of
due diligence in high-risk regions. See Table 1 for the full breakdown of transactions.

Table 1. Largest three MUFG clients in Southeast Asia 2020-2024 (June)

Group / Client Manager Year Finance Type Maturity date*  Amount
Sinar Mas Group 707 (Total)
Goldan Agri International MUFG Bank 2022 Corporate loan 70
Bank Dianarmon 2024  Revoling credit facility 17032025 70
Bank Danamon 2021 Corporate loan 70
Indah Kiat Pulip & Paper Bank Danamon 2020 Corporate loan T
Oki Pulp & Paper Milis Bank Danamon 2023 Corporate loan 1206/2028 67
Pindo Deli Pulp Paper Mills Bank Danamon 2023 Revolving credit facility T
Bank Danamon 2024 Corporate loan 15/03/2025 20
MUFG Bank Corporate loan Sl
! Bank Danamon 2022 Revolving credit facility 20
$:?:T1rn':;;:'gm Resources®  Bank Danamon Revolving credit facility 80
MUFG Bank 2021 Reviolving credit facility S0
MUFG Bank Revolving credit facility S0
Bank Danamon 2020 Revolving credit facility 20
Royal Golden Eagle Group S08 (Total)
MUF{G Bank Corporate loan 43
APICAL MUFG Bank Corporate loan 42
MUFG Bank Corporate loan 31082025 7
MUFG Bank 2021 Corporate loan 20/10/2025 23
MUFG Bank Bond issuance 200062027 13
Asia Pacific Resources MUFG Bank Bond izsuance 26/06/2029 33
International MUFG Bank 2024  Corporate loan 26/06/2029 95
MUFG Bank 2020  Cosporate loan 24/01/2025 Gl
Asian Agri and Apical MUFG Bank 2024 Corporate loan 111
Sungai Budi Group 281 (Total)
Bank Danamon 2022 Corporate loan 103
Bank Danamon Corporate loan 6]
e Bar Lampimg Bank Danamon Corporate loan 27
Bank Danamon 2021 Corporate loan 17/04/2026 17
Bank Danamon Corporate loan 17/0452026 15
Bank Danamon 2020 Revolving credit facility 58

*Maturity dates only shown for outstanding loans and underwriting.

3. Analysis of MUFG's forests-risk commodity sector policies

MUFG's environmental and social policies are an important signal of its commitment to managing risks
related to its financing and its reputation as a responsible global financial institution. While MUFG has taken
steps towards sustainability by joining initiatives such as the Equator Principles, its policies lack the
robustness needed to adequately address the risks associated with the sectors it finances. According to
the 2023 Forests & Finance assessment of MUFG's forest-risk sector policies, MUEG scored only 2.4 out of
10, which is lower than many of its international peers and significantly worse than both Mizuho (3.8) and
SMBC (3.6). Current gaps leave the group vulnerable to reputational, and potential regulatory and financial
risks.


https://forestsandfinance.org/bank-profile/?bank=Mitsubishi%20UFJ%20Financial
https://forestsandfinance.org/bank-profile/?bank=Mizuho%20Financial
https://forestsandfinance.org/bank-profile/?bank=SMBC%20Group

The global financial sector is moving toward clear frameworks to mitigate deforestation, biodiversity loss
and human rights violations. Notable examples include the OECD Guidelines for Multinational Enterprises,
Finance Sector Deforestation Action (FSDA) from the International Investor Group on Climate Change, and
the Deforestation-free Finance Due Diligence from Global Canopy, Neural Alpha and the Stockholm
Environment Institute. Strengthening policies to align with these standards and address critical policy gaps
will enhance MUFG's risk management and add weight to sustainability commitments.

We present four critical policy gaps in MUFG's Environmental and Social Policy Framework (ESPF) and
propose recommendations to prevent its financing from facilitating deforestation, peatland degradation
and human rights abuses, and to align with evolving global expectations:

1. Inconsistent policy implementation across MUFG Banking subsidiaries

MUFG presents its ESPF as a group-wide sustainability standard, yet it only mandates implementation by
core Japanese subsidiaries without clear timelines for applying it across the entire group. This gap allows
subsidiaries like Bank Danamon in Indonesia to continue financing high-risk clients without adhering to
ESPF requirements, including NDPE commitments. For example, Bank Danamon has financed Tunas Baru
Lampung (TBLA), a company linked to deforestation and peatland degradation, even after MUFG's 2021
ESPF revision introduced NDPE requirements (see section 4.1). MUFG stated that decarbonization policies
may differ by region and that Bank Danamon sets policies that incorporate MUFG's environmental and
social policies as much as possible. Bank Danamon has its own No Deforestation, No Peatland, No
Exploitation (NDPE) policy in place; however, it doesn't prevent financing to high-risk clients like Tunas Baru
Lampung.

By applying its ESPF consistently across all global operations, MUFG can reinforce its sustainability
commitments and prevent reputational risks from subsidiary non-compliance. Regular internal audits and
independent assessments would further strengthen accountability. MUFG's approach of excluding overseas
subsidiaries from its policy scope is an outlier, even among its Japanese peers. For instance, Mizuho
Financial Group applies its Environmental and Social Management Policy across both domestic and
international subsidiaries including PT. Bank Mizuho Indonesia with clear implementation timelines.

In the 2022 Sustainability Report, MUFG committed to all group companies taking measures to prevent
biodiversity harm, but this commitment is no longer explicitly stated in the 2023 or 2024 reports. This
omission may indicate a regression in the group’s commitment to sustainability.

Recommendation: Implement MUFG'’s ESPF standards group-wide

To maintain credibility, mitigate risks and align with its peers, MUFG must ensure group-wide ESPF
implementation, across all subsidiaries and financing types. A detailed timeline for policy application should
be introduced, with Bank Danamon prioritised for immediate compliance, considering heightened client and
governance risks in the region it operates.

2. Narrow NDPE policy scope

MUFG's NDPE policy scope is very limited. Failure to apply NDPE policies to clients operating in midstream
and downstream value chains such as pulp mills and palm oil refineries, which are major drivers of demand
for deforestation-risk commodities. As well as excluding all midstream and downstream activities, it also
does not address clients at the corporate group level, enabling them to bypass sustainability requirements
through complex and opaque corporate structures. This exposes MUFG to risks of financing “shadow”
subsidiaries that engage in deforestation and human rights abuses, undermining the group’s reputation and
opening it to accusations of greenwashing. See Section 4.2 for the case on Royal Golden Eagle’s shadow
companies. By requiring transparency and compliance at this comprehensive level, MUFG can mitigate risks
associated with shadow companies, promote accountability across complex corporate structures, and align
with international best practices and expectations. This approach has also been adopted by
Deforestation-Free Due Diligence and the Forest Stewardship Council.


https://www.mofa.go.jp/files/100586176.pdf
https://www.iigcc.org/finance-sector-deforestation-a
https://guidance.globalcanopy.org/further-guidance/due-diligence-towards-deforestation-free-finance/
https://www.mizuhogroup.com/binaries/content/assets/pdf/mizuhoglobal/sustainability/business-activities/investment/environment.pdf
https://www.mufg.jp/dam/csr/report/2022/sr2022_en.pdf
https://www.mufg.jp/dam/csr/report/2023/sr2023_en.pdf
https://www.mufg.jp/dam/csr/report/2024/sr2024_en.pdf
https://fsc.org/en/fsc-standards

Recommendations:

1) Apply NDPE policies to clients operating in midstream and downstream

MUFG must apply its policies across the value-chain, requiring clients processing or manufacturing with
forest-risk commodities to adopt and implement NDPE policies, prioritizing implementation by midstream
processors.

2) Adopt corporate group-level policies for clients

MUFG should strengthen its policy by applying NDPE standards across the entire corporate group of its
clients, consistent with guidance from the Accountability Framework Initiative (AFI) and the OECD
Guidelines for Multinational Enterprises. This approach should define the corporate group as the “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.”

3. Lack of clear compliance timeline

MUEFG's current policies lack clear timelines for clients to align with NDPE standards, effectively rendering
MUFG policies as optional. The absence of specific deadlines allows clients to make vague action plans
without independent verification or time-bound milestones. This undermines MUFG's sustainability
commitments and weakens its market credibility. Clear implementation timelines would send a strong signal
to the market and enhance MUFG's reputation as a responsible financier.

Recommendation: Set clear compliance deadlines

Require all clients to publicly commit to NDPE standards and publish a detailed NDPE Implementation Plan
with ambitious target dates and time-bound milestones for achieving full independent verification of
compliance across all forest-risk commodity supply chains. New clients must demonstrate this
commitment prior to financing, and existing clients must do so prior to refinancing, or within one year,
whichever is sooner.

4. No public non-compliance protocol

MUFG lacks a publicly disclosed protocol for addressing client violations of NDPE policies, creating an
opaque process that erodes trust. This gap also diminishes MUFG's ability to communicate clear
expectations to clients in the forest-risk commodity sectors. By adopting a transparent approach, MUFG
can enhance trust, align with global standards such as the OECD Guidelines for Multinational Enterprises,
investor expectations such as the FSDA and demonstrate its commitment to holding clients accountable.
High-risk clients, including those operating in biodiverse regions like the Leuser Ecosystem in Indonesia,
expose MUFG to significant reputational and regulatory risks. See Section 4.3 for the case profile on
non-compliant palm oil clients.

Several OECD-based banks have established clear protocols for addressing client non-compliance with
environmental and social standards. In both CIMB’s Sustainability Report and BNP Paribas' Wood Pulp
Sector Policy, there are clear protocols that state why they may refuse financing or terminate relationships
with clients that repeatedly fail to meet agreed action plans.

Recommendation: Publish transparent non-compliance protocols

Establish clear, public protocols for how all MUFG group entities address client violations of MUFG's NDPE
policies, including a description of expected corrective actions, timelines and penalties, as well as
thresholds for terminating financial relationships in cases of continued non-compliance.


https://accountability-framework.org/use-the-accountability-framework/for-financial-institutions/
https://www.iigcc.org/hubfs/FSDA%20Banks%20Expectations%20on%20Deforestation.pdf
https://www.cimb.com/content/dam/cimb/group/documents/investor-relations/annual-reports/2023/cimb-sr-2023.pdf
https://cdn-group.bnpparibas.com/uploads/file/bnpparibas_csr_sector_policy_wood_pulp.pdf
https://cdn-group.bnpparibas.com/uploads/file/bnpparibas_csr_sector_policy_wood_pulp.pdf

4. High-risk client profiles

As a result of the gaps in MUFG's current environmental and social policies, the group continues to finance
high-risk clients which are linked to serious cases of environmental and social harms. Rainforest Action
Network has previously raised concerns with MUFG about some of these clients, and published reports
documenting their impact. However they appear to remain clients of MUFG despite their operations
remaining inconsistent with the group's commitments to sustainability and human rights. These case
studies demonstrate how weak due diligence, lack of comprehensive policy application, and inadequate
non-compliance protocols expose MUFG to reputational, and potentially regulatory and financial risks while
undermining its sustainability commitments.

4.1. Large-scale peatland destruction driving recurring fires — Tunas Baru Lampung

This case highlights the impact related to two of the critical policy gaps.

Critical Gap Result Impact

X Inconsistent policy | Bank Danamon’s failure to align with the NDPE - 7,800 hectares of carbon-rich peatlands
implementation across | standards in the ESPF led to TBLA receiving $281 converted between 2020 and 2023.
subsidiaries million in credit over three years.

> 14,500 hectares burned in South Sumatera
causing massive greenhouse gas emissions and
toxic haze.

> No public Bank Danamon financed TBLA six times between 2020
non-compliance and 2023 despite evidence of widespread fires linked
protocol to a decade of large-scale peatland degradation. > A company controlled by a client sued by

KLHK for the sum of USD 41.5 million to
compensate for damage from the fires in 2023.

In October 2024, the Indonesian Ministry of Environment and Forestry (KLHK) filed a lawsuit againstPT
Dinamika Graha Sarana (PT DGS), a company controlled by MUFG client Tunas Baru Lampung (TBLA)
(IDX:TBLA) for the equivalent sum of USD 41.5 million to compensate for ecological and economic
damages resulting from fires in 2023 associated with company operations.! These were part of huge
peatland fires which spread over 14,500 hectares of land in just two TBLA concessions in South Sumatra,
including areas which the company had drained and converted into plantations in the preceding years.
Between 2020 and 2023, TBLA converted close to 7,800 hectares (19,274 acres) of peatlands in these two
concessions, driving vast greenhouse gas emissions and fire risk. TBLA publicly denied these allegations on
24 April 2025.

During this period of large-scale conversion and peatland degradation, TBLA was repeatedly financed by
MUFG. In 2020, 2021 and 2022, Bank Danamon issued five corporate loans and one revolving credit facility,
totalling USD 281 million to TBLA, part of the Sungai Budi Group. These financial transactions were issued
after MUFG had acquired Bank Danamon on 1 May 2019, and followed widespread fires in TBLA
concessions in 2015 and 2019, which were investigated by the Indonesian government. The investigations
found breaches of requlations on peatland protections in 2016 and KLHK sealed (suspended) the PT DGS
plantation operations in 2019. The current legal case brought by KLHK highlights the significant material
financial risk for MUFG and other financiers that have failed to establish and implement robust risk
management frameworks and processes.

Large scale and recurring fires like this are indicative of peatland degradation at a sufficient level to destroy
their hydrological and conservation functions - creating tinderbox conditions. Peatland degradation is a

violation of Indonesian regulations and the international best practice standard in palm oil production of No
Deforestation, No Peatland, No Exploitation (NDPE), which prohibits new conversion of peatland regardless

'PT DGS, a company whose beneficial owner is TBLA chairman and controlling shareholder Mr Widarto, was sued by the
Ministry of Environment and Forestry (KLHK) -_case number 38/Pdt.Sus-LH/2024/PN Kag.



https://www.tunasbarulampung.com/jakarta-april-24-2025tbls-clarification-on-rainforest-action-network-ran-s-report/
https://foresthints.news/top-officials-investigate-extent-of-palm-oil-company-peatland-violations/
https://www.inspirasinews.com/2019/10/03/kementerian-lingkungan-hidup-klhk-segel-pt-dinamika-graha-sarana-dgs/
https://sipp.pn-kayuagung.go.id/index.php/detil_perkara

of depth and requires best-practice peatland management to prevent degradation. This case raises
concerns over the efficacy of social and environmental risk management and governance within MUFG and
via its Indonesian subsidiary, Bank Danamon.

Given the well-documented fires in TBLA's concessions in 2015 and 2019, along with government
investigations in 2016 and 2019 confirming violations, basic due diligence by Bank Danamon should have
flagged TBLA as high-risk and non-compliant with environmental commitments since 2021. Indications of
non-compliance include TBLA's lack of a public NDPE commitment, its continued large-scale peatland
conversion, its history of recurring fires in concessions controlled by the group, and its 2020 resignation
from the Roundtable for Sustainable Palm Qil (RSPO) after certifying only 1.52% of its planted area.

RAN has presented the evidence on Tunas Baru Lampung to MUFG. The bank declined from commenting

on the specifics citing client confidentiality. On the application of its group wide policies, it stated that
decarbonization policies may differ by region and that Bank Danamon sets
policies that incorporate MUFG's environmental and social policies as

much as possible.
4.2. Shadow companies driving deforestation — Royal Golden Eagle

This case highlights the impact related to three of the critical policy gaps.

Critical Gap Result Impact

X Narrow policy
scope overlooks
shadow companies

RGE has received $508 million in credit 2020-2024
despite evidence of shadow company use to drive
large-scale deforestation.

X No clear
implementation
timeline for clients

MUFG's stronger policy revisions in 2018 and 2021
should have been communicated with clear timelines
for RGE to raise its standards.

> No public
non-compliance
protocol

RGE continues to violate its own No Deforestation
pledge and shows no signs of reform. Despite its
non-compliance, it remains an MUFG client.

- 33,000 hectares of deforestation causing habitat
loss and conflicts with Indigenous communities.

- Mega-scale pulp mill construction directly
threatening 600,000 hectares of forest in
Kalimantan and Papua.

- Repeated violations of client's No Deforestation
policy and MUFG's policy have not led to
consequences or reform.

- Shadow companies facilitate environmental and
social harm whilst evading accountability.

Royal Golden Eagle (RGE), MUFG's second-largest client in Southeast Asia’s forest-risk sectors, exemplifies
the dangers of weak corporate group-level policies. Despite its 2015 No Deforestation pledge, RGE has
used a network of shadow companies to evade accountability for widespread deforestation and
environmental harm.?2 Between January 2020 and June 2024, MUFG provided USD 508 miillion in credit to
RGE companies, financing activities that directly undermine sustainability goals. See Table 1 for subsidiary

financing.

Multiple investigative reports by major news outlets and civil society groups have presented extensive
evidence that RGE controls shadow companies, in both the pulp and palm oil sectors, that are not formally
acknowledged to by part of the RGE groups. These companies, including PT. Mayawana Persada and PT.
Industrial Forest Plantation, are responsible for clearing over 33,000 hectares of biodiverse rainforest in

Borneo. This has destroyed critical habitats for endangered species like the Bornean orangutan and sparked
conflicts with Indigenous communities reliant on these forests for their livelihoods and cultural heritage.

2 See investigations and detailed reports that provide a strong body of evidence on RGE's control of shadow companies.
‘Under the Eagle’s Shadow'- 2025, Bloomberg/Gecko Project - 2024, Pulping Borneo - 2023, Deforestation Anonymous -
2024.



https://www.danamon.co.id/-/media/ALL-CONTENT-ABOUT-DANAMON/LAPORAN-KEUANGAN/LAPORAN-KEBERLANJUTAN/Laporan-Keberlanjutan-2021-PT-Bank-Danamon-Indonesia.pdf
https://www.spott.org/palm-oil/tunas-baru-lampung-tbk-pt/date/october-2015/
https://www.bloomberg.com/news/features/2024-10-16/billionaire-tanoto-family-accused-of-deforestation-as-it-taps-green-debt?accessToken=eyJhbGciOiJIUzI1NiIsInR5cCI6IkpXVCJ9.eyJzb3VyY2UiOiJTdWJzY3JpYmVyR2lmdGVkQXJ0aWNsZSIsImlhdCI6MTcyOTAzNzE5NiwiZXhwIjoxNzI5NjQxOTk2LCJhcnRpY2xlSWQiOiJTTEY5Q1NEV0xVNjgwMCIsImJjb25uZWN0SWQiOiI3MTU3QzYxM0VGQzU0NkJFOTI1RTUwNTg2NTMxQzdGQiJ9.hKuq2HK5pBaioxWeMoC5P6IVBhdW9dd-7DnXIFkGoYg
https://www.greenpeace.org/international/publication/74651/under-the-eagles-shadow/
https://www.ran.org/press-releases/massive-deforestation-in-borneo-destroying-orangutan-habitat/
https://www.greenpeace.org/international/press-release/74669/under-the-eagles-shadow-investigation-into-a-major-indonesian-resource-group-indicates-shadow-empire-threatening-indonesias-forests/
https://www.bloomberg.com/news/features/2024-10-16/billionaire-tanoto-family-accused-of-deforestation-as-it-taps-green-debt?accessToken=eyJhbGciOiJIUzI1NiIsInR5cCI6IkpXVCJ9.eyJzb3VyY2UiOiJTdWJzY3JpYmVyR2lmdGVkQXJ0aWNsZSIsImlhdCI6MTcyOTAzNzE5NiwiZXhwIjoxNzI5NjQxOTk2LCJhcnRpY2xlSWQiOiJTTEY5Q1NEV0xVNjgwMCIsImJjb25uZWN0SWQiOiI3MTU3QzYxM0VGQzU0NkJFOTI1RTUwNTg2NTMxQzdGQiJ9.hKuq2HK5pBaioxWeMoC5P6IVBhdW9dd-7DnXIFkGoYg
https://www.ran.org/wp-content/uploads/2023/05/Pulping_Borneo_-_May_2023-final.pdf
https://e.issuu.com/embed.html?d=deforestation_anonymous&u=greenpeaceinternational

One prominent example is PT. Phoenix Resources International, currently constructing a USD 1 billion
mega-scale pulp mill in Tarakan, North Kalimantan. This facility, projected to consume at least 3.3 million
metric tons of wood fiber annually, poses a grave threat to 600,000 hectares of standing tropical rainforest
identified as at-risk through satellite imagery. The mill's development not only contradicts RGE’s
sustainability commitments but also suggests that shadow companies are systematically clearing forests to
meet its raw material demand.

In a 2025 public statement, RGE has denied these allegations and claims that it “reaffirms[s] our strict
zero-deforestation commitment across our group of companies”.

RGE’s use of shadow companies poses significant risks to MUFG, including reputational, and potentially
regulatory and financial. By continuing to finance RGE without enforcing NDPE policies at the corporate
group level, MUFG enables greenwashing, as RGE leverages its sustainability pledges to secure financing
while its shadow companies drive deforestation and human rights violations. This association undermines
MUFG's credibility as a responsible financial institution and fails to adequately assess the totality of its
client's corporate group risks in relation to the tightening of global market and regulatory standards. For
example, RGE's wider corporate group practices and material supply would be highly unlikely to comply
with the upcoming_European Union’s Deforestation-Free Regulation (EUDR).

MUFG should revise its policies to apply NDPE standards across the entire corporate group of its clients, as
defined by the Accountability Framework Initiative (AFi)*. This approach ensures that environmental and
social harms are not shifted to shadow companies or subsidiaries outside the policy’s direct scope. Aligning
with international guidance, including the OECD Guidelines, the Deforestation-Free Due Diligence guide,
and the FSC's corporate group framework, will strengthen MUFG's due diligence, enhance accountability,
and prevent clients from using NDPE commitments as greenwashing tools to access finance while
continuing harmful practices elsewhere across its group.

4.3. lllegal palm oil plantations in the Leuser ecosystem — Apical, Golden Agri
Resources and Wilmar

This case highlights the impact related to three of the critical policy gaps.

Critical Gap Result Impact
X No clear MUFG's stronger policy revisions in 2018 and 2021 - 653 hectares of protected wildlife reserve
implementation should have been communicated with clear timelines for | cleared for illegal palm oil plantations in 3 years.

timeline for clients | yaim oil clients to raise standards.

- Loss of habitat threatening biodiversity and
causing massive greenhouse gas emissions.

> No public These traders continue to violate their own NDPE

non-compliance commitments and have repeatedly failed to improve > lllegal palm oil still sourced by major traders due

protocol traceability and compliance systems. Despite their to insufficient traceability and compliance
non-compliance, they remain clients of MUFG. systems.

Indonesia's Rawa Singkil Wildlife Reserve, part of the Leuser Ecosystem - a global biodiversity hotspot -
suffered a fourfold increase in deforestation between 2021 and 2023. Investigations by RAN in 2019, 2022
and 2024 revealed significant illegal deforestation despite the area’s legally protected status. This
destruction has been driven by the establishment of illegal palm oil plantations, which now cover 653
hectares inside the reserve. These operations violate Indonesian law and NDPE standards, posing a direct
threat to biodiversity and climate commitments.

3 The Accountability Framework Initiative (AFi) defines corporate group as the “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.”
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https://www.ran.org/wp-content/uploads/2023/05/Pulping_Borneo_-_May_2023-final.pdf
https://www.rgei.com/attachments/article/1995/Media%20and%20public%20statement_20%20May%202025.pdf
https://environment.ec.europa.eu/topics/forests/deforestation/regulation-deforestation-free-products_en
https://accountability-framework.org/use-the-accountability-framework/definitions/
https://www.ran.org/leuser-watch/the-last-of-the-leuser-lowlands/
https://www.ran.org/leuser-watch/carbon-bomb-scandals-big-brands-driving-climate-disaster-for-palm-oil/
https://www.ran.org/leuser-watch/orangutan-capital-under-siege/
https://www.ran.org/forest-frontlines/orangutan-capital-under-siege/
https://www.ran.org/forest-frontlines/orangutan-capital-under-siege/

RAN'’s investigations have also exposed major failures in governance, traceability and monitoring within
palm oil supply chains. MUFG clients Royal Golden Eagle Group (Apical), Sinar Mas Group (Golden Agri
Resources) and Wilmar remain at high-risk of sourcing illegal palm oil from recently deforested areas inside
the Rawa Singkil reserve. This is because their traceability and compliance systems remain insufficient,
allowing continued sourcing from non-compliant suppliers. In November 2023, RAN documented a mill
supplying Apical that was sourcing from illegal plantations inside the reserve.

Despite well-documented reports of serious environmental and social violations, MUFG provided $703
million in credit for these traders’ Southeast Asian palm oil operations alone between January 2020 and
June 2024. This highlights a clear disconnect between MUFG's financing activities and its stated
sustainability goals. Furthermore, MUFG's role as the lead sustainability advisor and co-lead arranger for at
least $4.9 billion in sustainability-linked loans (SLLs) raises serious questions about accountability and the
effectiveness of performance monitoring. The SLLs included “zero deforestation” key performance targets
for Royal Golden Eagle (Apical's parent company), yet our research shows that deforestation persists in
RGE’s oil palm concessions and its suppliers.

MUFG's financing policies fail to prevent repeated NDPE violations due to weak traceability requirements,
lack of enforceable consequences for non-compliance, and no independent verification mechanisms. This
case exposes a systemic lapse in governance, as MUFG continues to finance palm oil traders—Wilmar,
Apical, and Golden Agri Resources—despite clear evidence of illegal deforestation in their supply chains.
While these companies claim to have NDPE commitments, their ongoing sourcing from illegal suppliers
shows a failure to implement and enforce them. MUFG's SLLs also lack oversight, allowing non-compliant
companies like RGE to maintain access to capital. With rising regulatory scrutiny, including the EUDR,
MUFG faces growing financial and reputational risks for its financing of non-compliant traders. To mitigate
these, it must strengthen due diligence and adopt a transparent non-compliance protocol which includes
suspending financing for non-compliant clients if necessary. RAN presented evidence regarding the
deforestation links of its palm oil clients including Apical (RGE), Sinar Mas Group and Wilmar to MUFG,
which declined to comment, citing client confidentiality.

5. Conclusion

Strengthening and effectively implementing NDPE (No Deforestation, No Peat, No Exploitation) policies
across its financing activities is essential for MUFG to address critical gaps in its Environmental and Social
Policy Framework. By expanding policy scope to cover all MUFG subsidiaries, clients operating in midstream
and downstream value chains and client corporate groups, enforcing clear timelines for compliance, and
establishing transparent non-compliance protocols, MUFG can significantly reduce its exposure to
environmental and social risks. Rigorous due diligence, independent verification, and accountability
measures will not only help prevent deforestation, biodiversity loss, and human rights abuses but also
position MUFG as a leader aligned with evolving global standards and regulations. These actions are vital for
protecting MUFG's reputation and ensuring its financial flows contribute to sustainable development and
climate resilience.
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https://www.ran.org/forest-frontlines/orangutan-capital-under-siege/#accountability
https://www.ran.org/forest-frontlines/orangutan-capital-under-siege/
https://www.ran.org/forest-frontlines/royal-golden-eagle-group-receives-billions-in-sustainability-loans-amid-ongoing-links-to-deforestation-across-its-business/#:~:text=In%20theory%2C%20sustainability%2Dlinked%20loans,pays%20a%20higher%20interest%20rate.
https://www.ran.org/forest-frontlines/royal-golden-eagle-group-receives-billions-in-sustainability-loans-amid-ongoing-links-to-deforestation-across-its-business/#:~:text=In%20theory%2C%20sustainability%2Dlinked%20loans,pays%20a%20higher%20interest%20rate.
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