
Sustainable Forest Holdings
Introduction

Sustainable Forest had no prior experience of tropical timber let alone sustainable management of tropical forest prior 2009 when it acquired forest concessions and timber mills in Russia and Brazil.  It made losses during FY2007, 2008, and 2009 i.e. during the years immediately prior to making this very large (HK$1.6 billion) acquisition.
History

Sustainable Forest is the most recent name of a company which during 2006/7 was a property group, Anex International.  This diversified into home appliances and building materials and, during 2007, changed its name to China Rise International.  During 2008, this diversified into magnesite ore and changed its name to Magnesium Resources Corporation of China.  The magnesite business was soon disposed of and, during early 2009, the company changed its name to Bright Prosperous Holdings and diversified into forestry and timber milling in Brazil and eastern Russia.
  During 2010,
 the company changed its name to Sustainable Forest Holdings and started to dispose of its Russian business, against which bankruptcy proceedings have commenced.
  During March 2011, Sustainable Forest agreed to acquire a timber business in China – “Susfor-Oasis”.

The only director who had experience of sustainable forest management resigned recently due to his personal commitment.
, 

“Sustainable logging” in Acre, Brazil

During early 2010, Sustainable Forest claims to have acquired an enterprise (Laminados Triunfo – which is said to deny that it has been or will be acquired) which held forest concession rights to 98,000ha in Brazil (Acre) and “up to” 800,000ha in Bolivia.
  The former includes 44,500ha which is FSC-certified and a further 54,700ha most of which is FSC-certified.
  Much of the timber supplied to a jointly-operated flooring business (whose mill is owned by the state of Acre) is supplied by communities.
  Community forestry is unlikely to be consistent with Sustainable Forestry’s agenda.  During 2009/2010, B&Q procured all its FSC-certified tropical plywood from Laminados Triunfo
 and was a major customer of that company.  Sustainable Forest promotes that connection with B&Q
.  The acquisition appears to have had the blessing of both the governor of Acre and China’s ambassador to Brazil.

Sustainable Forest has sought to acquire that state-owned flooring business and an adjacent forest of 200,000ha.
  Some timber from the 800,000ha of forest in Bolivia is supplied to that flooring business, but none of this is FSC-certified.

Sustainable Forest anticipates completion of logging in its 44,500ha concession - most of which must be logged sustainably over a 30-year cycle - within four years from 2011.  It nevertheless expects to receive FSC-certification during 2012

“Sustainable logging” in Pará, Brazil
During late 2009, Sustainable Forest also acquired freehold forest areas of 64,500ha and 73,000ha in Brazil.
  Sustainable Forest asserts that the forest is FSC-certified.
  However, a search of the FSC-Info website suggests otherwise.  The forest areas and a related saw mill and fibreboard factory were acquired from Maginco Verde
 - which had previously been acquired by Brascomp
 from an affiliate of Rimbunan Hijau (1997-2005).
, 

Clear felling in Rondônia, Brazil
Sustainable Forest - from a standing start and as a foreign enterprise in a notoriously parochial country - has acquired a contract in Rondônia (supposedly to clear the area of a reservoir which will be impounded behind the Santo Antônio dam which is currently being constructed in violation
 of Brazil’s constitution and Convention 169 of the ILO).  So lucrative is this contract that Sustainable Forest sponsored a conference on sustainability in Hong Kong at which the governor of Rondônia made the keynote speech.
, 
  The consultants hired to value the timber in the three areas which Sustainable Forest hopes to clear (mostly outside the reservoir boundary) interviewed the governor of Rondônia.
  Sustainable Forest prides itself on having squeezed large profits out of it logging subcontractors (including by varying the agreed terms of contract) – who one might expect to have the support of local politicians against the outsider.
The area which Sustainable Forest expected to clear cut is 200,000ha.
  This is an order of magnitude greater than the area to be flooded by the dam (271km²)
 and this is in turn an order of magnitude greater than Sustainable Forest is contracted to clear.
  However, Sustainable Forest gives the impression of having a contract to clear the reservoir area behind another dam in Rondônia.

The company asserts that unrelated industrial action at these sites has halted logging during the second half of its 2010/2011 financial year.
  During May 2011, IBAMA confirmed that logs from reservoir clearance can not be exported, over-ruling the state of Rondônia.

Misleading links on home page

The home page of Sustainable Forest's website presents the logos of a selection of civil society and other groups (including the FSC) - at least one of which is unlikely to have given permission for its logo to be used in this way - http://www.susfor.com/default_e.asp 

Major supply contract despite no experience, South America
Perhaps most remarkable is the long-term supply contract
 which Sustainable Forest has with one of China’s leading wooden flooring groups – China Flooring (brand name: Nature)
 – which is a founder member of the China Forest and Trade Network run by WWF.
  This contract was signed at the end of 2009, shortly after Sustainable Forest had entered the timber market.  This contract might be inconsistent not only with FTN membership but also the terms of a loan agreement between China Flooring and the International Finance Corporation (and Morgan Stanley) which sets targets for sourcing legal and sustainable wood raw material.
  There is a risk that supplies of timber by Sustainable Forest both from what is deemed the Santo Antônio reservoir area in Rondônia and elsewhere might contaminate China Flooring’s supplies from South America, not least because Sustainable Forest has no track record concerning chain of custody in the supply of timber, let alone sustainable management of tropical forest.
“Susfor-Oasis”
With the endorsement of the CPC, Sustainable Forest has diversified into the running of a timber market in Zhongshan, a locality known for wooden flooring and furniture - particularly for using rare tree species
 (the supply of which is likely to be neither sustainable nor legal).

Susfor-Oasis is also a leading manufacturer of wooden flooring, some of which it exports.
  It was granted an FSC Chain of Custody certificate during December 2010.
  Subsequent to being acquired by Sustainable Forest, Susfor-Oasis became a member of the China Forest Trade Network administered by WWF
 (which presumably carried out due diligence on the group before accepting its application).
Sustainable Forest claims
 to be importing timber from the Democratic Republic of Congo,
 the legality of whose timber exports warrants particular scrutiny.

� Including concessionaires Zabaikalskaya Lesnaya Kompania and OOO Novoles page 28 � HYPERLINK "http://www.irasia.com/listco/hk/sustainableforest/circulars/c43155-e0723_090624_cir.pdf" ��http://www.irasia.com/listco/hk/sustainableforest/circulars/c43155-e0723_090624_cir.pdf� 


� First paragraph page 20 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20101130/LTN20101130017.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20101130/LTN20101130017.pdf� 


� Page 144 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf� 


� � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20110523/LTN20110523015.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20110523/LTN20110523015.pdf� 


� � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20110225/LTN20110225275.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20110225/LTN20110225275.pdf� 


� Given his background, that commitment probably relates to the FSC � HYPERLINK "http://www.susfor.com/about_board.asp" ��http://www.susfor.com/about_board.asp�


� Item (i) page 22 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20101130/LTN20101130017.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20101130/LTN20101130017.pdf� 


� Page 3 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20100219/LTN20100219250.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20100219/LTN20100219250.pdf� 


� � HYPERLINK "http://www.wwf.org.br/informacoes/english/?26231/Forest-based-economy-in-the-Amazon-increases-family-income-and-forest-conservation" ��http://www.wwf.org.br/informacoes/english/?26231/Forest-based-economy-in-the-Amazon-increases-family-income-and-forest-conservation� 


� Pages 14 and 15  � HYPERLINK "http://assets.wwf.org.uk/downloads/gftn_ar09_10_lowres2.pdf" ��http://assets.wwf.org.uk/downloads/gftn_ar09_10_lowres2.pdf� and � HYPERLINK "http://www.imaflora.org/index.php/noticia/detalhe/44" ��http://www.imaflora.org/index.php/noticia/detalhe/44� 


� Slides 4, 9 and 10 � HYPERLINK "http://www.susfor.com/e/customize/images/pdf/Press%20Conference%20-%20Project%20Acai%20%28Feb%202010%29v1%20%20%20%20%20%20Compatibility%20Mode.pdf" ��http://www.susfor.com/e/customize/images/pdf/Press%20Conference%20-%20Project%20Acai%20%28Feb%202010%29v1%20%20%20%20%20%20Compatibility%20Mode.pdf� 


� � HYPERLINK "http://www.jornalatribuna.com.br/MostrarNoticia.do?id=12591&ano=2011&mes=1&dia=14" ��http://www.jornalatribuna.com.br/MostrarNoticia.do?id=12591&ano=2011&mes=1&dia=14� 


� Penultimate paragraph page 2 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20100219/LTN20100219250.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20100219/LTN20100219250.pdf� 


� Second paragraph page4 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20100219/LTN20100219250.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20100219/LTN20100219250.pdf� 


� Items (iii) and (v) page 18 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20101130/LTN20101130017.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20101130/LTN20101130017.pdf� and penultimate paragraph page 21 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf�


� Items 1 & 2 page 3 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20091105/LTN20091105735.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20091105/LTN20091105735.pdf�  


� Slide 14 � HYPERLINK "http://www.susfor.com/PublishWebSite/sustainableforest/gallery/1c07991f-9cd0-47fc-bc7f-5f22d68099ac.pdf" ��http://www.susfor.com/PublishWebSite/sustainableforest/gallery/1c07991f-9cd0-47fc-bc7f-5f22d68099ac.pdf� 


� First full paragraph page 2 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20091105/LTN20091105735.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20091105/LTN20091105735.pdf� 


� � HYPERLINK "http://www.ttjonline.com/issueIndex.asp?issueCode=981" ��http://www.ttjonline.com/issueIndex.asp?issueCode=981� 


� � HYPERLINK "http://noticias.ambientebrasil.com.br/clipping/2005/03/28/18535-empresa-da-malasia-vende-participacao-em-madeireira-na-amazonia.html" ��http://noticias.ambientebrasil.com.br/clipping/2005/03/28/18535-empresa-da-malasia-vende-participacao-em-madeireira-na-amazonia.html� 


� � HYPERLINK "http://www.forestsmonitor.org/en/reports/550066/550085" ��http://www.forestsmonitor.org/en/reports/550066/550085� 


� http://www.survivalinternational.org/about/madeira-dams


� � HYPERLINK "http://www.susfor.com/e/customize/images/pdf/EMAIL%20FLYER%20%28April%2016%202010%200941pm%29.pdf" ��http://www.susfor.com/e/customize/images/pdf/EMAIL%20FLYER%20%28April%2016%202010%200941pm%29.pdf�


� Chinese logging enterprises tend to be resented in parts of Africa if they “negotiate” solely at the highest levels.


� Fourth paragraph page (iii) � HYPERLINK "http://www.susfor.com/PublishWebSite/sustainableforest/gallery/16ce56a9-d1ef-42e4-b997-72f9a02624d0.pdf" ��http://www.susfor.com/PublishWebSite/sustainableforest/gallery/16ce56a9-d1ef-42e4-b997-72f9a02624d0.pdf� 


� Third bullet slide 2 � HYPERLINK "http://www.susfor.com/e/customize/images/pdf/723%20-%20Rondonia%20Dec09_ENG.PDF" ��http://www.susfor.com/e/customize/images/pdf/723%20-%20Rondonia%20Dec09_ENG.PDF� & slide 14 � HYPERLINK "http://www.susfor.com/PublishWebSite/sustainableforest/gallery/1c07991f-9cd0-47fc-bc7f-5f22d68099ac.pdf" ��http://www.susfor.com/PublishWebSite/sustainableforest/gallery/1c07991f-9cd0-47fc-bc7f-5f22d68099ac.pdf� 


� � HYPERLINK "http://www.santoantonioenergia.com.br/site/portal_mesa/en/usina_santo_antonio/duvidas_frequentes/duvidas_frequentes.aspx" ��http://www.santoantonioenergia.com.br/site/portal_mesa/en/usina_santo_antonio/duvidas_frequentes/duvidas_frequentes.aspx� 


� Second paragraph page (ii) � HYPERLINK "http://www.susfor.com/PublishWebSite/sustainableforest/gallery/16ce56a9-d1ef-42e4-b997-72f9a02624d0.pdf" ��http://www.susfor.com/PublishWebSite/sustainableforest/gallery/16ce56a9-d1ef-42e4-b997-72f9a02624d0.pdf�


� First paragraph page 10 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20100729/LTN20100729776.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20100729/LTN20100729776.pdf� 


� Final paragraph page 21 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf� 


� Final paragraph page 14 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20110629/LTN20110629029.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20110629/LTN20110629029.pdf� 


� Slide 3 � HYPERLINK "http://www.susfor.com/e/customize/images/pdf/SFH_Press%20Conference%20-%20Nature_20100106.pdf" ��http://www.susfor.com/e/customize/images/pdf/SFH_Press%20Conference%20-%20Nature_20100106.pdf� 


� � HYPERLINK "http://www.globaltimber.org.uk/ChinaFloorngNature.htm" ��http://www.globaltimber.org.uk/ChinaFloorngNature.htm� 


� Despite five years of membership of the FTN, China Flooring has failed to meet targets for FSC-certification which are a condition of its membership. � HYPERLINK "http://gftn.panda.org/about_gftn/current_participants/doc_downloads.cfm?companyid=2435" ��http://gftn.panda.org/about_gftn/current_participants/doc_downloads.cfm?companyid=2435� 


� � HYPERLINK "http://www.ifc.org/ifcext/spiwebsite1.nsf/2bc34f011b50ff6e85256a550073ff1c/c0f797370bbeebe7852576ba000e2b98?opendocument" ��http://www.ifc.org/ifcext/spiwebsite1.nsf/2bc34f011b50ff6e85256a550073ff1c/c0f797370bbeebe7852576ba000e2b98?opendocument�


� Second paragraph page 2, notably in Dachong and Sanxiang


� � HYPERLINK "http://www.thewoodportal.com/videos/2011/video-interview-susfor-oasis-timber-zhongshan-co-ltd-domotex-asia-2011" ��http://www.thewoodportal.com/videos/2011/video-interview-susfor-oasis-timber-zhongshan-co-ltd-domotex-asia-2011� 


� � HYPERLINK "http://info.fsc.org/PublicCertificateDetails?id=a0240000006uUsjAAE" ��http://info.fsc.org/PublicCertificateDetails?id=a0240000006uUsjAAE�   FSC CoC certificates do no more than certify that the company has the ability to maintain the chain of custody of FSC-certified products through its operations.  The company need not ever actually supply any FSC-certified products.


� � HYPERLINK "http://gftn.panda.org/about_gftn/current_participants/doc_downloads.cfm?companyid=4240" ��http://gftn.panda.org/about_gftn/current_participants/doc_downloads.cfm?companyid=4240� 


� Penultimate paragraph page 22 � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf� 


� � HYPERLINK "http://www/globaltimber.org.uk/drcongo.htm" ��http://www/globaltimber.org.uk/drcongo.htm� 






