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EXECUTIVE SUMMARY

As the world faces both a climate crisis and a biodiversity crisis, attention has turned to how to
preserve the valuable tropical rainforests that regulate the climate and weather, store carbon,
protect biodiversity and support the lives and livelihood of millions of people. As home to part
of the world’s third-largest rainforest, Papua New Guinea (PNG) potentially has a critical role to
play in forest preservation.

Yet large-scale tropical forest logging has been rife in PNG for decades, with few signs of slowing,
and PNG is the world’s largest exporter of tropical round logs. The logging industry is also
accused of widespread illegality and human rights abuses. While almost all logging in PNG is
licenced in some way, there are frequent breaches of the law in the granting of permits and
permit extensions, and in the conduct of logging operations.

Against this background, Act Now! and Jubilee Australia have been investigating the financing
of PNG’s destructive logging industry. Our 2021 report, The Money Behind the Chainsaws,
focused on the role of commercial banks. This report looks at another group of financiers — the
non-bank lenders who are providing financing for cars, trucks and mortgages, including the
equipment used to demolish tropical forests and cart valuable hardwoods away for sale.

Between them, non-bank lenders Heduru Moni and First Investment Finance and equipment

retailer Hastings Deering have provided loans or other financing to at least 15 companies
responsible for harvesting and exporting hardwood from PNG’s rainforests since 2016.
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What have the lenders financed?

Ovur investigation has uncovered evidence that Heduru Moni, First Investment Finance and
Hastings Deering have provided financing for at least:
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While the value of these financing arrangements is not made public, the vehicle financing from
First Investment Finance and Heduru Moni is likely to total around 11 million kina (close to
AUDS$4.5 million), based on sales values of similar second-hand vehicles available online or from
Port Moresby dealerships.! On top of this, both of those non-bank lenders have provided finance
backed by land leases with an unknown value.

While Hastings Deering has provided equipment on credit to at least six logging companies,
there is no information provided publicly about what equipment has been provided or its value.

This financing raises money laundering risks. Money laundering occurs where property
generated through criminal activities is disguised or cleaned in order to be incorporated into the
legal economy — including where money is passed through the banking system. Illegal logging
has been flagged as a significant money laundering threat in the Bank of PNG’s 2017 Money
Laundering and Financing of Terrorism National Risk Assessment2 The National Risk
Assessment argued that “there are strong indicators of large-scale corruption and illegal logging
in the forestry sector in PNG, which result in high levels of proceeds of crime”, and that “it is
widely accepted that the problem is widespread and the lost revenue is extensive”.3 For financial
institutions and vehicle lenders, exposure to the logging sector comes with the risk of handling
proceeds of crime.
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Companies financing logging companies are also at risk of indirectly supporting human rights
abuses and environmental destruction. Government inquiries and other reports have
documented a wide range of environmental, social and human rights impacts from logging in
PNG.4 Recognising this, international and domestic banks have implemented policies to ensure
that they are not financing tropical forest logging, or that they undertake additional due
diligence to avoid financing operators engaging in unsustainable logging or logging without the
consent of indigenous landowners. However, none of the three companies covered in this report

were able to provide evidence of any policy on engaging with the forestry sector. First
Investment Finance told us they have policies to guide their lending operations that cover “all
aspects and industry verticals for finance in PNG”, it did not provide them when requested.
Hastings Deering sets out its performance on climate change and modern slavery in its annual
report, but advised that “Forestry is not a key area for Hastings Deering in PNG and as such there
isn’t a standalone policy”. Heduru Moni did not respond to our requests for information.

As PNG’s financial services sector grows and becomes more diverse, it is important that smaller
lenders do not provide a loophole to channel money to the illegal, environmentally destructive
or socially harmful activities that the bigger banks refuse to finance.

RECOMMENDATIONS

Act Now! and Jubilee Australia recommend that all non-bank lenders in PNG, including Heduru
Moni, First Investment Finance and Hastings Deering do the following:

1. Stop funding logging: end all financing relationships with corporate groups involved in
tropical forest logging in PNG, including not providing vehicles or equipment on credit, loans or
any other finance for property or vehicles.

2. Adopt strong policies: develop strong Environmental, Social and Governance policies that
clearly prohibit providing lending or any other financial services to companies involved in PNG's
tropical forest logging industry. These policies must be made publicly available.

3. Transparency: publish information on current relationships with PNG's logging sector and
what steps are being taken to exit relationships with companies linked to illegal logging.

4. Remedy: commit to providing redress and remedy to communities affected by logging
operations, where lenders have caused, contributed to, or been directly or indirectly linked to
human rights abuses through their business relationships.

Act Now! and Jubilee Australia also recommend that the Government of PNG, particularly the
PNG Forest Authority, does the following:

5. Address money laundering risks: develop and publicly release a strategy for
addressing the risks of money laundering associated with the forestry sector, as committed in the
2017 National Money Laundering Strategy.



INTRODUCTION

The world’s tropical rainforests play an essential role in regulating the climate and weather,
storing carbon, protecting biodiversity and supporting the lives and livelihood of millions of
people. In 2021, 127 countries recognised this vital role by signing the Glasgow Leaders’
Declaration on Forests and Land Use. The Declaration commits the signatories to work
collectively to halt and reverse forest loss and land degradation by 2030 and to “[f]acilitate the
alignment of financial flows with [this] international goal”.5

Papua New Guinea (PNG) is one of the signatories to the Declaration, with Prime Minister
Marape emphasising the need to “move beyond words and take action”.¢ As home to part of
the world’s third-largest tropical rainforest, PNG has a critical role in preventing and reversing
global forest loss.

Yet large-scale tropical forest logging has been rife in PNG for decades and shows no signs of
slowing and PNG is the world’s largest exporter of tropical non-plantation round logs.” The
logging industry is also accused of widespread illegality and human rights abuses. While
almost all logging in PNG is licenced in some way, there are reports of frequent breaches of the
law in the granting of permits and permit extensions, and in the conduct of logging operations.
Multiple official reports and court decisions have documented logging concessions being
granted without the required free, prior and informed consent of customary landowners,
despite the fact that 97% of PNG’s land is customarily owned.8

There is also extensive evidence of licences and permits being issued, extended or applied in
ways that directly contravene the law, and of logging companies exporting more than their
allowed cut, or logging in prohibited areas.? Studies have pointed to evidence of transfer
mispricing and tax avoidance by logging companies, and a national inquiry in 2013 also found
evidence of bribery and corruption.’® PNG’s Central Bank has labelled the logging sector a
“significant money laundering threat”, and international think tank Chatham House suggested
in 2014 that the majority of timber production in PNG was illegal.”

llegal practices are widespread, and the weight of available information
(including independent reviews commissioned by the government, and the views of
private sector experts surveyed by Chatham House) suggests that the majority of
timber production in PNG is illegal in some way.

CHATHAM HOUSE
2014

[Tlhere are strong indicators of large-scale corruption and illegal logging in the

forestry sector in PNG, which result in high levels of proceeds of crime.

BANK OF PAPUA NEW GUINEA
2017




In 2021, Act Now! and Jubilee Australia published 7he Money Behind the Chainsaws which
documented how commercial banks support destructive logging in Papua New Guinea. The
report found that each of PNG’s four commercial banks had been involved in providing
financing to logging companies, and that its two domestic banks — Bank of South Pacific (BSP)
and Kina Bank — were still doing so.*2

Since the publication of that report, BSP and Kina Bank have both taken positive steps towards
ending their financing for destructive forest logging. Kina Bank released an Environmental &
Social Management System policy in April 2022 that prohibits financing for commercial logging
operations in primary tropical moist forests.’ It has also taken steps to review its exposure to
logging in general and close logging company accounts. BSP also published an Environmental
and Social Risk Management Disclosure Statement in June 2022 and took steps under its anti-
money laundering regime to close the accounts of at least 30 logging companies.

However, although PNG’s commercial banks are taking steps to move away from supporting
the destructive logging industry, PNG’s non-bank lenders show no signs of following this lead.
In PNG, as elsewhere, there are a number of consumer and commercial loan providers and
vehicle lenders that provide loans or equipment on credit to logging companies. A 2022 review
of PNG’s Personal Property Securities registry revealed 46 loan transactions between non-bank
lenders and logging companies, some of whom have faced credible allegations of illegal
activity.

This report explores these transactions in more detail. Part 1 provides background on the three
non-bank lenders that are the focus of this report: Heduru Moni, First Investment Finance and
Hastings Deering Limited. Part 2 looks at how each of these companies has provided support to
logging companies, via loans secured on vehicles or properties. Part 3 discusses the
implications of this support and how non-bank lenders may be complicit in supporting illegal
or unsustainable logging. Part 4 sets out a series of recommendations for lenders and the PNG
Government.

Loéging camp and forest clearance next to Min River on New
Hanover, New Ireland Province, April 2016 (c) Global Witness




THE NON-BANK LENDERS FINANCING FOREST
DESTRUCTION

The PNG financial services sector includes four commercial banks (Bank of South Pacific, Kina
Bank, ANZ Bank and Westpac), thirteen Licenced Financial Institutions (LFIs), and sixteen
Savings and Loan Societies.!s LFIs include finance companies (which can provide personal
loans, business loans and term deposits), as well as microfinance institutions.6

In recent years, there has been a growth in PNG’s lending sector and there are a large number
of organisations involved in lending and credit (including more than 280 payday loan
operations) that are not among the 13 LFIs registered on the Bank of PNG website.?

This report focuses on two of the LFIs registered with the Bank of PNG: Heduru Moni and First
Investment Finance, as well as Hastings Deering — a vehicle and heavy equipment sales and
maintenance company that appears to offer trucks and logging equipment on credit.

HEDURU MONI

Founded in 1998, Heduru Moni Limited, which trades as Moni Plus, is a finance company
focused on personal loans, asset financing, term deposits and foreign currency payments.
Originally established as a small financial intermediary, it became a Licenced Financial
Institution in 2006 and expanded from a focus on personal loans to include asset finance. In
2012, it was also licenced as a foreign exchange dealer.8

Heduru Moni is a privately-held company owned by individual shareholders, some of whom
have past or current links to logging companies.? In 2016, it was targeted for a reverse takeover
by a Singaporean firm, Jaya Holdings, but the deal fell through.z°

Heduru Moni has expanded its operations significantly in recent years. In 2021, the company’s
personal loans business was reported to have grown by 65.5% and it announced an overall net
profit after tax of K106.9 million — an increase of nearly 25% on its 2020 results.* Heduru Moni
has signalled its intention to apply for a full Commercial Bank licence, which would expand
the range of financial services it could provide.z

FIRST INVESTMENT FINANCE

First Investment Finance Limited is a PNG-based finance company that offers loans -
including corporate, personal and property loans — guarantees and deposits.= It is a subsidiary
of the Kenmore Group of Companies, which also owns a major steel producer and
manufacturer, a property operation, car dealerships, PNG Air Freight and the PNG branch of
Daikin air conditioners and refrigerators.2 Kenmore Group’s website states it has over 1400
staff around PNG, with sales in excess of K430 million annually.?

First Investment Finance was founded in 1987 as a wholly-owned subsidiary of Dylup
Investment Corporation Ltd.26 Dylup, which has now merged its operations with Kenmore, was
originally part of the PNG operations of controversial Australian businessman Rene Rivkin.z
According to company filings, First Investment Finance is still ultimately owned by Dylup
Investments Limited, which in turn is held by two investment funds registered in tax havens.2®

LENDING TO THE LOGGERS 8



HASTINGS DEERING

Hastings Deering (Australia) Limited is an Australian company specialising in the sale, rental,
provision of parts, and repair of heavy earthmoving equipment and vehicles used across a
range of industries, including mining and forestry.22 The company is headquartered in
Queensland, and through the Hastings Deering Group, has expanded into the Northern
Territory, New Caledonia, Papua New Guinea, and the Solomon Islands.3°

The PNG branch of the Hastings Deering Group was established over 70 years ago in Lae in the
Morobe Province.3' The company’s presence in PNG has grown substantially from three
employees in 1947, to 320 as of 2019 and it has operations in Kimbe, Kokopo, Lihir, Port
Moresby and Tabubil. This expansion has been concurrent with the growth in the mining
sector.32

Both Hastings Deering (Australia) and Hastings Deering (PNG) Limited are ultimately owned
by Sime Darby Berhad, a Malaysian- headquartered multinational agribusiness.33 Hastings
Deering now falls under the industrial division of Sime Darby (SDIA),34 and comprises a
quarter of its operations.3>

Sime Darby Berhad was, until 2017, also the ultimate parent of palm-oil operation New Britain
Palm Oil Limited (NBPOL), one of PNG’s largest palm oil operations.3¢ Greenpeace has reported
that NBPOL is considered a stronger performer in meeting ethical obligations and practices.3”
NBPOL’s operations are now part of a separate subsidiary, Sime Darby Plantation Limited.3®

The Hastings Deering group sells a range of Cat brand machinery, ranging from excavators to
trucks, dozers, and drills and states that it is among the “top 5 Cat dealers globally and the
largest in Australia by revenue”.3® The Cat brand is owned by US-based Caterpillar Inc.4° All of
Hastings Deering stock is Cat, and financing and warranty options are Cat branded.
Additionally, Hastings Deering operates as a second-hand retailer for Cat equipment. Hastings
Deering also sells Cat parts, and offers repairs for Cat machinery. It is evident that the two
companies have a formalised corporate relationship.

In addition to Hastings Deering itself, Sime Darby Industrial (the branch of Sime Darby that
owns Hastings Deering) has its own relationship with Cat, marketing themselves as “one of the
world’s largest Caterpillar dealers”.4* The two companies have been in a partnership “for over
90 years”.»

LENDING TO THE LOGGERS 9



HOW NON-BANK LENDERS ARE SUPPORTING LOGGING

Jubilee Australia and Act Now! reviewed records on PNG’s Personal Property Securities
Registry and found evidence that Hastings Deering, First Investment Finance and Heduru Moni
have had 46 financing arrangements with companies actively involved in harvesting and
exporting tropical forest logs in PNG. Most of these arrangements are or were secured against
vehicles and may represent loans for the purchase of those vehicles. Vehicles financed range
from one Toyota Landcruiser to eleven Mercedes Benz and Kenworth logging trucks, which
could be worth several million kina.

The overall value of these financing arrangements is significant. While the PPSR does not show
the monetary value of these arrangements, they are likely to total as much as 11 million kina
(close to AUD$4.5 million), based on sales values of similar second-hand vehicles available
online or from Port Moresby dealerships.

On top of the vehicle loans, Heduru Moni and First Investment Finance have also provided
loans secured by mortgages over properties in Port Moresby and Kimbe in West New Britain.
One of those apparent mortgages covers seven lots in a Port Moresby development.

Act Now! and Jubilee Australia do not suggest that their analysis of the PPSR shows that
Heduru Moni, First Investment Finance or Hastings Deering knew of or sanctioned any illegal
logging activity in PNG. However, it appears from this analysis that non-bank lenders have
been financing multiple aspects of PNG’s destructive rainforest logging — from properties
owned by the logging companies, to the bulldozers used to clear forests and the logging trucks
used to cart away the felled trees.

HEDURU MONI

Analysis of the PPSR shows that Heduru Moni has provided finance to eight logging
companies: KK Connections Limited, its sister company KL Connections Limited, Low Impact
Logging Limited, Stettin Bay Lumber Co Limited and four members of the Rimbunan Hijau
group: Niugini Lumber Merchants Limited, Rimbunan Hijau (PNG) Limited, Saban Enterprises
Limited and Timbers PNG Limited. This finance is primarily for vehicles although appears to
also include two property mortgages in East New Britain province.

Heduru Moni provided financing to Rimbunan Hijau companies covering eleven logging trucks
— primarily Mercedes — and three Landcruisers, with an estimated value of 4.63 million kina
(AUD$1.85 million). Heduru Moni also has a current loan or financing arrangement with
Rimbunan Hijau subsidiary Timbers PNG Limited secured by a property in Kimbe, West New
Britain — the value of this loan is unknown but may be substantial.

Heduru Moni has provided financing to KK Connections and its related company KL
Connections for 28 Toyota Landcruisers and four Isuzu trucks. The value of these financing
arrangements is likely to be over 6 million kina (AUD $2.5 million). Heduru Moni has also
provided finance to Stettin Bay Lumber Co secured by property at Kimbe, West New Britain.
The value of this is unknown.

LENDING TO THE LOGGERS 10



KK CONNECTIONS

KK Connections and its related companies were responsible for exporting 1.7 million cubic metres of
round logs from 2020-22. As of 2022, they are the largest logging group in PNG by export volume.*?

Companies in the KK Connections group of companies held Forest Clearance Authority licences in the
Makolkol and Dengnenge concessions in East New Britain province.** A Forest Clearance Authority can
only be granted to allow land clearing for agricultural planting or road construction. However, Global
Witness analysis of satellite data in 2018, supported by field evidence, found activity taking place in in
both concessions that resembled selective logging rather than agricultural clearing.® In response to
Global Witness's allegations, law firm responding on behalf of KK Connections Ltd. stated that the two
FCAs had been obtained after acquiring landowner consent and presenting applications to the Provincial
Forest Management Council and National Forest Board. It did not respond to allegations about the type
of logging activity.*¢

KK Connections is also one of several companies that appear to have been exporting logs on land where
the agreement with landowners has expired (see box, below).

Murky corporate ownership and governance structures make it difficult to identify who is really behind
the export of PNG's logs. In PNG's logging sector, companies that initially appear to be separate
entities often share the same directors or shareholders. Previous research by ActNow! and Jubilee
Australia suggested that while 80 separate companies exported logs from PNG in 2019-21, over half
of these companies belonged to one of ten corporate “clusters”, based on their shareholding and
directorships.*” These same “clusters” often include companies engaged in non-logging businesses,
particularly palm oil, timber processing and shipping, but also sometimes retail and hospitality.

This report focuses on the non-bank lenders’ exposure to the forestry companies directly engaged in
tropical forest logging. However, there is also evidence of non-bank lenders providing finance to other
companies that appear to be in the same corporate “cluster” as the logging companies discussed in this
report. For example, in 2022, Heduru Moni provided finance to shipping company Elite Marine Limited,

secured by a 45 metre steel cargo vessel, as well as the company’s other assets and undertakings.“® Elite

Marine appears to be part of the same corporate cluster as logging companies Summit Agriculture,
Continental Alliance and Global Elite, who have exported logs from the rainforests of East and West

Sepik.*?




FIRST INVESTMENT FINANCE

First Investment Finance has provided finance to two companies in the Rimbunan Hijau
corporate group. It has provided Rimbunan Hijau (PNG) Limited with a mortgage covering seven
separate lots located at Section 169 in Boroko in the centre of the National Capital District.

The Rimbunan Hijau group is a multi-industry Malaysian company and one of the largest timber
groups in Southeast Asia.>° It has a variety of interests in PNG including mining, oil palm, retail,
property, Tropic Air airline and 7he Nationalnewspaper. There are 60 or more companies in PNG
identified as being owned and controlled by the Rimbunan Hijau Group or its associates, of
which 30 are connected to logging businesses.5* Rimbunan Hijau timber companies have been
linked to multiple reports of illegal logging and human rights abuses.5

First Investment Finance has also provided financing for two Mitsubishi Canter trucks to
Rimbunan Hijau subsidiary Sinar Tiasa (PNG) Limited.

ILLEGAL LOGGING IN PNG: LOGGING UNDER EXPIRED AGREEMENTS

Under PNG law, logging operators require government authorisation under one of several different licence
types. One of the oldest types of licence still in operation is the Timber Rights Purchase (TRP). Many TRP
licences were granted in the 1970s or 1980s under an old, pre-independence law that offered little
protection for the rights of customary landowners. New versions of the law no longer include this licence
type, but have grandfathered in existing TRPs, allowing them to operate until the expiry of their licence term.

In recent years the agreements with landowners underpinning many of those TRP licences have expired but
logging companies have continued to operate under them. According to Australian National University
academic Colin Filer, almost two thirds of logs exported from Timber Rights Purchase areas during 2019-
21 were from areas where the TRP has expired. As Filer has highlighted, since there is no provision in the
legislation to extend those agreements, these logging operations appear to now be illegal >

Companies that appear to have exported logs from expired concessions over that period include KK
Connections and KL Connections (customers of Heduru Moni), Cakara Alam Limited (a customer of Hastings

Deering), and Saban Enterprises and Timbers PNG Limited (customers of Heduru Moni Limited).>*

In June 2021, the National Court of PNG issued a court order ordering a ban on logging in all Timber
Rights Purchase Areas throughout PNG until the government provides the court with more information.>® Act
Now and Jubilee Australia understand that this information has not yet been provided and the ban remains
in effect. Despite this, logs have been exported from 31 TRP logging operations since the ban was
imposed.>®



HASTINGS DEERING

Equipment manufacturer Hastings Deering is currently providing credit to at least six different
logging companies, including some of PNG’s largest exporters of tropical round logs.5” Details
about the financing relationship between Hastings Deering and these companies are sparse — in
each case, Hastings Deering has registered a charge over “[a]ll goods and parts sold, leased,
rented, bailed or otherwise made available to the debtor by the secured party including but not
limited to civil engineering and mining equipment and ancillary items.”

The value and the type of equipment Hastings Deering has provided to these companies is
unknown, it may include equipment used in logging. Hastings Deering sells and rents a variety
of new and used equipment that may be used in logging operations, such as bulldozers and
loaders.s8

What the Cat dragged in: locations of the companies working with
Hastings Deering in PNG

Five of the logging companies that appear to have received equipment on credit from Hastings Deering
are currently operating logging concessions in tropical rainforests across PNG

&SP

WEST NEW BRITAIN

Rotftock Bay Consolidated: Cakara Alam (PNG) Limited
Pulie Anu: Cakara Alam (PNG) Limited

East Arawe (Block 3): Cakara Alam (PNG) Limited
Kapaluk and Extension: Bismarck Industries Limited
Ania Kapura Consolidated: Stettin Bay Lumber Co

WESTERN CENTRAL et
Makapa: Yanimo Jaya Limited Cloudy Bay: Active Forest Limited q\% =

* All locations are approximate
~ Free Vector Maps, "Map of Papua New Guinea with Provinces’ URL: htrp://h m/pap /PG-EPS-02-0002, accessed on 21,/02/2023,
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WHAT ARE THE RISKS - AND WHAT IS BEING DONETO
PREVENT THEM?

For PNG’s non-bank lenders, there are two major risks associated with lending to the logging
sector. The first is that providing financing for logging risks those institutions being implicated
in money laundering or handling proceeds of crime. The second is that lending to the logging
sector could in effect see lenders indirectly enabling illegal activity by providing either the
financing used to support logging operations, or the actual vehicles used in carrying out forest
destruction.

MONEY LAUNDERING

Money laundering occurs where property generated through criminal activities is disguised or
cleaned in order to be incorporated into the legal economy - including where money is passed
through the banking system.

While non-bank lenders are not deposit-taking institutions, they can be involved in money
laundering where borrowers use proceeds of crime to pay back loans. For example, Australian
watchdog AUSTRAC has received suspicious activity reports relating to customers in Australia
unexpectedly paying out a loan for prestige vehicles early, with lenders suspicious that criminal
proceeds were being used to pay out the loan. This in effect allows the customer to buy an
expensive asset with proceeds of crime.5?

loans are well-established vehicles for money

laundering, particularly when the loan is used to

purchase high-value assets in which the proceeds of
AUSTRAC crime can be invested through loan repayments.

AUSTRAC has also noted that, while the value of criminal proceeds that can be stored in a vehicle
is relatively low, vehicle loans can be attractive for money-laundering because there is less due
diligence required to buy or sell a vehicle than there is for real estate.5°

Illegal logging has been flagged as a significant money laundering threat in the Bank of PNG’s
2017 Money Laundering and Financing of Terrorism National Risk Assessment.5* The National
Risk Assessment argued that “there are strong indicators of large-scale corruption and illegal
logging in the forestry sector in PNG, which result in high levels of proceeds of crime”, and that
“it is widely accepted that the problem is widespread and the lost revenue is extensive”.®2 The
assessment also reported that more than 40 logging ports around the country are outside
effective customs control and these are known to be used for people movement, the export of
flora and fauna and laundering. Despite this, the assessment found no evidence that any
investigation into breaches of forestry laws had resulted in a successful prosecution of a timber
operator or an individual associated with the industry (although this was disputed by the PNG
Forest Authority (PNGFA)).63

Many logging companies are also part of broader corporate groups which often include wood
processing or sawmilling companies, shipping companies, palm oil companies and retail

LENDING TO THE LOGGERS 14



operations. Understanding the flow of funds in logging operations (and establishing that those
funds are not linked to illegal activity) is made more complex by the possibility that funds could
be moved between operators within a corporate group.

It is therefore important that any organisation dealing with customers who are part of PNG’s
logging sector exercise due diligence. PNG’s Anti-Money Laundering and Counter-Terrorist
Financing Act 2015 (AML-CTF Act) requires financial institutions to undertake due diligence on
their customers and enhanced due diligence on customers in high-risk industries. “Financial
institution” is broadly defined, and includes entities engaged in lending — including consumer
credit and mortgage lending — and financial leasing.® Both Heduru Moni and First Investment
Finance are registered as reporting entities for AML-CTF with Bank of PNG’s Financial Analysis
and Supervision Unit (FASU).

Act Now! and Jubilee Australia asked both companies to advise how they are addressing the
money laundering risks associated with providing financing to the logging industry. Heduru
Moni did not respond. First Investment Finance stated “FIFL does & always conducts AML / KYC
[anti-money laundering/know-your-customer] - ie. screens all customers for all new and
existing for lending and FX and deposits”. On its response to the 2017 National Risk Assessment,
First Investment Finance noted “FIFL, like all Banks’ and FI’s conducted relevant reviews,
training sessions with staff and ongoing discussions with BPNG and FASU”. However, it
declined to provide further detail on its screening criteria and lending policies, directing us to
PNG’s Central Bank for further information.® It is therefore not clear whether its customer
screening systems consider the specific risks associated with the logging sector.

The AML-CTF Act also applies to a set of ‘Designated Non-Financial Businesses or Professions’,
which includes motor vehicle dealers.®” These businesses are required to apply the same due
diligence requirements as financial institutions, but only in specific circumstances. At present
the legislation does not include any circumstances in which motor vehicle dealers have to
undertake customer due diligence. The latest list of entities registered with FASU as Reporting
Entities under the AML-CTF Act includes four motor vehicle dealers but not Hastings Deering (
PNG) Limited.68 Given that Hastings Deering appears not to be registered with FASU and
therefore does not have any specific requirements to undertake AML-CTF due diligence, then it
is likely that it does not subject customers to the same due diligence and screening requirements
as commercial banks or finance companies. Hastings Deering did not respond to queries about
its approach to the money laundering risks associated with financing for forestry in PNG.

Beyond the obligations of individual financial institutions, there is also a need for a
comprehensive national approach to addressing the identified money laundering risks
associated with the forestry sector. PNG’s MNational Anti-Money Laundering and Counter
Terrorism Financing Strategic Plan 2017-22included an action for the PNGFA to conduct a sector
risk assessment and develop a strategy for mitigation based on the most significant risks
identified.® This document, if developed, does not appear to be publicly available. Addressing
the risks to the financial sector from forestry requires a clear, publicly available forestry-specific
AML strategy.
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ENVIRONMENTAL AND SOCIAL IMPACTS

As discussed above, court decisions, government inquiries and other reports have documented
a wide range of environmental and social impacts from logging in PNG. Recognising this,
international and domestic banks have implemented policies to ensure that they are not
financing tropical forest logging, or that they undertake additional due diligence to avoid
financing operators engaging in unsustainable logging or logging without the consent of
indigenous landowners.

For example, Westpac’s Agribusiness Position Statement clarifies that it will not provide
products and services to any activities giving rise to ‘Land Grabbing’ - large-scale land
acquisition that violates human rights, flouts the principle of free, prior and informed consent
or does not have a thorough assessment of environmental and social impacts.7 On top of this,
Westpac aims for its customers in the timber sector to support FSC or PEFC certification and
show progress towards such certification within a reasonable time.” This applies to Westpac’s
lending and transaction account businesses in PNG.

As discussed earlier in this report, BSP and Kina Bank have also taken recent steps to strengthen
their environmental, social and governance (ESG) policies. Kina Bank’s policy, in particular,
prohibits it from providing financing to companies engaged in “commercial logging operations
or the purchase of logging equipment for use in primary tropical moist forests or old-growth
forests”.72

In contrast, neither First Investment Finance nor Heduru Moni have publicly available ESG
policies on their websites. Heduru Moni’s website includes a section on corporate social
responsibility which lists the sporting clubs and community initiatives it supports financially,
but is silent on how Heduru Moni ensures its operations do not cause harm. Act Now! and Jubilee
Australia put questions to Heduru Moni about its ESG policies but did not receive a response.

First Investment Finance responded to queries from Act Now! and Jubilee Australia, noting
“FIFL does have policies guiding our lending operations that covers all aspects and industry
verticals for finance in PNG”. However, it declined to provide copies of those policies, stating “as
they are governed by the prudential standards of BPNG — we do not release or provide to
anyone”.’

Sustainability is at the heart of everything we do. We put health and safety first,

we are environmentally responsible, we respect human rights and we are
passionate about supporting the communities in which we operate.

HASTINGS DEERING




As an equipment supplier, Hastings Deering arguably has the potential to be more directly
implicated in unsustainable logging, as they sell logging trucks and equipment. Its website
articulates is four corporate values: no harm, integrity, transparency and care, and notes
“Fundamental to our culture, is our primary commitment to not harm our people, environment,
community, customers and business”.7s It also includes on its website a commitment to
sustainability.

In response to questions from Act Now! and Jubilee Australia regarding its involvement in
logging and its ESG policies, Hastings Deering pointed to its parent company Sime Darby’s ESG
blueprint and strategy, set out in its annual report, but commented that “[florestry is not a key
area for Hastings Deering in PNG and as such there isn’t a standalone policy”. A spokesperson
for Hastings Deering also pointed to the company’s various community support initiatives in
PNG.?

While Sime Darby’s ESG Blueprint includes emissions targets, these only apply to Scope 1 and 2
emissions — any emissions relating to deforestation caused by use of Cat vehicles would fall
under Scope 3. The company has also committed to monitor compliance with modern slavery
provisions, but again, the report on this only looks at upstream operations and avoiding modern
slavery in its supply chain, not on avoiding the use of its vehicles in human rights violations.7

Given the potential for its equipment to be used in deforestation — and the mounting evidence
of human rights abuses in PNG’s logging industry — it would seem important for Hastings
Deering to address the potential inconsistency between its customers’ activities and its
commitments to sustainability and human rights, and explicitly set targets and binding
commitments relating to deforestation and the downstream human rights impacts of its
operations.

Logging roads in East New Britain Province (c) Paul Hilton
Greenpeace




RECOMMENDATIONS FOR ACTION

As PNG’s financial services sector grows and becomes more diverse, it is important that smaller
lenders do not provide a loophole to channel money to the illegal, environmentally destructive
or socially harmful activities that the bigger banks refuse to finance.

Act Now! and Jubilee Australia recommend that all non-bank lenders in PNG, including Heduru
Moni, First Investment Finance and Hastings Deering do the following:

1. Stop funding logging: end all financing relationships with corporate groups involved in
tropical forest logging in PNG, including not providing vehicles or equipment on credit, loans or
any other finance for property or vehicles.

2. Adopt strong policies: develop strong Environmental, Social and Governance policies that
clearly prohibit providing lending or any other financial services to companies involved in PNG’s
tropical forest logging industry. These policies must be made publicly available.

3. Transparency: publish information on current relationships with PNG’s logging sector and
what steps are being taken to exit relationships with companies linked to illegal logging.

4. Remedy: commit to providing redress and remedy to communities affected by logging
operations, where lenders have caused, contributed to, or been directly or indirectly linked to
human rights abuses through their business relationships.

Act Now! and Jubilee Australia also recommend that the Government of PNG, particularly the
PNG Forest Authority, does the following:

5. Address money laundering risks: develop and publicly release a strategy for addressing the

risks of money laundering associated with the forestry sector, as committed in the 2017 National
Money Laundering Strategy.
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APPENDIX: BANK CHARGES

CHARGES IN FAVOUR OF HEDURU MONI

Charge

registration Date discharged or expiry

date if active

Details of charge

Company

no.
1. | K L Connections Ltd 1004373203 | 14/12/2019 | [oYota Landeruiser Pick-up, Engine #: 1HZ-0932067, Discharged 14/04/2021
Registration #: RAT 841
i Toyota Landcruiser Pick-up, Engine #: THZ-0929610, )
2. | KL Connections Ltd 1004373315 | 14/12/2019 Regisiration # RAT 844 Discharged 14/04 /2021
i Toyota Landcruiser Pick-up, Engine #: 1HZ-0927244, )
3. | KL Connections Ltd 1004373427 | 14/12/2019 Regisirafion #: RAT 845 Discharged 14/04 /2021
i Toyota Landcruiser Pick-up, Engine #: 1HZ-0929231, )
4. | KL Connections Ltd 1004375551 | 18/12/2019 Regisiration # RAT 843 Discharged 14/04 /2021
5. | KL Connections Ltd 1004384664 | 31/12/2019 | [oYota Landeruiser Pick-Up, Engine #: THZ-0929133, Discharged 14,/04/2021
Registration #: RAT 842
6. | KL Connections Ltd 1004184866 | 5/06/2019 ;‘;yf;‘;;“”dcr“'ser P/Up ute, Engine # THZ 0916728, Regn # | 1 4 oed 11/11,/2020
7. | KL Connections Ltd 1004184642 | 5/06/2019 | 1oYor Landcruiser 5 Dr DLX Wagon, Engine # THZ 0922605, Discharged 11/11/2020
Rego # RAT 559
| PS Dump Truck, Eng.#: 4HG1-602603, Rego #: RA
8. | KK Connections Ltd 1003548344 | 20/10/2017 2322” NPS Dump Truck, Eng G1-602603, Rego #:RAS | 1. harged 22,/08,/2019
) Isuzu NPS 700P 4x4 3.5 ton Cargo Truck, Eng.#: 4HG1 )
9. | KK Connections Ltd 1003550604 | 20/10/2017 | () o Rego #: RAS 302 Expired - 20/10,/2022
) Isuzu NPS 700P 4x4 3.5 ton Cargo Truck, Eng.#: 4HG1 )
10. | KK Connections Ltd 1003550828 | 20/10/2017 | (0000 Rego # RAS 301 Expired - 20/10,/2022
. Isuzu NPR 700P 4x2 3.5 ton Cargo Truck, Eng.#: 4HG1 )
11.| KK Connections Ltd 1003551053 | 20/10/2017 612938, Rego #: RAS 303 Expired - 20/10/2022
12.| KK Connections Lid 1003796068 | 31/05/2018 ;‘;??;;”dcw'ser Pick-up, Engine #: THZ-0893172, Regn #: Discharged 22,/08/2019
13.| KK Connections Ltd 1003796282 | 31/05/2018 ;:Y;?Jf”dcr”'ser Pick-up, Engine #: THZ-0891841, Regn #: Discharged 22,/08/2019
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Toyota Landcruiser Pick-up, Engine #: THZ-0893550, Regn #:

14.| KK Connections Ltd 1003796406 | 31/05/2018 RAS 500 Discharged 22,/08/2019
15.| KK Connections Ltd 1003796518 | 31/05/2018 ;‘;??;”dcr”'ser Pick-up, Engine #: THZ-0891744, Regn #: Discharged 22,/08/2019
16.| KK Connections Ltd 1003796620 | 31/05/2018 ;‘;??g”dcw'ser Pick-up, Engine #: THZ-0893051, Regn #: Discharged 22,/08/2019
17.| KK Connections Ltd 1003797631 | 31/05/2018 ;:y,smsoq?”dcr”'ser Pick-up, Engine #: THZ-0892267, Regn #: Discharged 22,/08/2019
18. | KK Connections Ltd 1003798192 | 31/05/2018 ;‘ZYSO?QL:”C"CW'”" Pick-up, Engine #: THZ-0892912, Regn # Discharged 22,/08/2019
19.| KK Connections Ltd 1003798204 | 31/05/2018 ;‘ZYSO?QL;”O'””'”" Pick-up, Engine #: THZ-0892784, Regn #: Discharged 22,/08/2019
20. | KK Connections Ltd 1003801698 | 4/06/2018 ;‘ZVS"?Q?”"'””'”" Pick-up, Engine #: 1HZ-0890503, Regn #: Discharged 22,/08/2019
) . ) . . Discharged 22/08/19 &
21. | KK Connections Ltd 1003801700 | 4/06/2018 ;Zysms"qf”dcr“'ser Pick-up, Engine #: THZ-0893438, Regn #: | | 8/09/19 (two discharged
registered over same charge)
22. | KK Connections Ltd 1003826331 | 20/06/2018 ;‘K;’;”dcr“'ser Pick-up, Engine #: 1HZ-0902199, Regn #: Discharged 29/10/2018
23.| KK Connections Ltd 1003826443 | 20/06/2018 ;:?g’sfndcr”'ser Pick-up, Engine #: THZ-0901875, Regn #: Discharged 23/12/2019
Toyota L iser Pick-up 4WD, Engine #: 1HZ-086611
24.| KK Connections Ltd 1003900586 | 24/08/201g | [oYo'e Landeruiser Pick-up 4WD, Engine 0866116, Discharged 27,/06/2019
Regn.#: RAR 566
. Toyota Landcruiser Pick-up 4.2 4WD, Engine #: 1HZ- )
25.| KK Connections Ltd 1003901485 | 28/08/2018 0865052, Regn #: RAR 565 Discharged — 27/06/2019
26. | KK Connections Lid 1003901597 | 28/08/2018 ;:ffs"éf”dcr”'ser Pick-up, Engine #: 1HZ-0864792, Regn #: Discharged - 27,/06,/2019
27.| KK Connections Lid 1003901609 | 28/08/201g | |ovota Landeruiser Pick-up 4.2 4WD, Engine #: THZ-086512, Discharged - 27,/06,/2019
Regn #: RAR 560
. Toyota Landcruiser Pick-up 4.2 4WD, Engine #: 1HZ- .
28.| KK Connections Ltd 1003901711 | 28/08/2018 0866122, Regn #: RAR 567 Discharged - 27/06/2019
29. | KK Connections Lid 1003901823 | 28/08/201g | |ovota Landcruiser Pick-up, Engine #: 1HZ-0864909, Regn #: Discharged - 27,/06,/2019

RAR 562
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Toyota Landcruiser Pick-up, Engine #: THZ-0865036, Reg #:

30.| KK Connections Ltd 1003901935 | 28/08/2018 RAR 563 Discharged - 27/06/2019
31.| KK Connections Ltd 1003902610 | 29/08/2018 ;:yfg;h“”dcw'ser Pick-up, Engine #: THZ-0899588, Regn #: Expiry - 29,/08,/2023
32. | KK Connections Ltd 1003902834 | 29/08/2018 ;:yfg;;“”dcw'ser Pick-up, Engine #: THZ-0901799, Regn #: Discharged - 12,/02,/2020
33.| Low Impact Logging 1003932972 | 4/10/2018 ;Z;:ti}fgjcé‘gzer 10 Str Wagon, Engine #: THZ-0908411, | 1\ oed - 10,/08,/2021
Niugini Lumber Toyota Landcruiser Pick-up, Engine #: 1THZ-0901151, Regn #: )
34. Me?chans o 1003877178 | 7/08/2018 BE{ L0 P N9 9 Expiry - 07,/08,/2023
1. Mercedes Benz 3836K/38 Logging truck with trailer &
attachments, Engine #: 355969-00-209623
2. Mercedes Benz 3836K/38 Logging truck with trailer &
attachments, Engine #: 423905-20-837318
3. Kenworth C520R-60 Logging truck with peerless trailer,
Engine #: 11603998
4. Kenworth C520R-60 Logging truck with peerless trailer,
Engine #: 11551384
5. Kenworth C500-200 Logging truck with peerless trailer,
Niugini Lumber Engine #:11058785
Merchants Ltd & Timbers 6. Mercedes Benz 3836K /38 Logging truck with trailer & .
35 PNG & Rimbunan Hijau 1004328758 | 23/10/2019 attachments, Engine #: 423-905-?%-097404] Discharged - 14/03/2023
(PNG) Limited 7. Mercedes Benz 3834K /38 Logging truck with trailer &
attachments, Engine #: 423-906-10-107093
8. Mercedes Benz 3836K/38 Logging truck with trailer &
attachments, Engine #: 440-990-10-971565
9. Mercedes Benz 3834K /38 Logging truck with trailer &
attachments, Engine #: 423905-20-926522
10. Mercedes Benz 3836K/38 Logging truck with trailer &
attachments, Engine #: 423907-10-049698
11. Mercedes Benz 3836K/38 Logging truck with trailer &
attachments, Engine #: 423907-10-047899
36.| Saban Enterprises Ltd 1003876279 |  6/08/2018 | 1070ta Landeruiser Pick-up, Engine #: THZ-0902322, Regn #: | ¢ .64 /08 /2023

FAD 000
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37.| Saban Enterprises Ltd 1004057964 6/02/2019

Toyota Landcruiser 10 Str Wagon, Engine No: 1HZ-0908977,
Registration No: FAD 027

Expiry - 06,/02/2024

38.| Stettin Bay Lumber Co Ltd 1004518106 | 24/04/2020

Property Mortgage over Allotment:2, Section: 61, Kimbe

Expiry - 24/05/2025

Timbers (PNG) Ltd &

39. Rimbunan Hijau PNG Ltd

1004535973 | 15/05/2020

Property at Allotment 9 Section 48 Kimbe, West New Britain
Province - State Lease Volume 121 Folio 56

Expiry - 15/05/2025

CHARGES IN FAVOUR OF FIRST INVESTMENT FINANCE

Charge
Company registration

Date registered

Details of charge

Date discharged or expiry
date if active

Rimbunan Hijau (PNG)
Limited 1001155927

09/05/2016

. Property Mortgage over Section 161, Lot 4, Boroko, NCD
. Property Mortgage over Section 169, Lot 8, Boroko, NCD
. Property Mortgage over Section 169, Lot 9, Boroko, NCD
. Property Mortgage over Section 169, Lot 10, Boroko, NCD
. Property Mortgage over Section 169, Lot 17, Boroko, NCD
. Property Mortgage over Section 169, Lot 18, Boroko, NCD
. Property Mortgage over Section 169, Lot 19, Boroko, NCD

Expiry — 12/02/2024

2 Sinar Tiasa Limited 1003839602

02/07/2018

1
2
3
4
5
6
7
2

x Mitsubishi Canter trucks

Expiry - 02/07/2048
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CHARGES IN FAVOUR OF HASTINGS DEERING

Company

Registration
number

Date

registered or

Description of Collateral

Date of
discharge or

made expiry
"All goods and parts sold, leased, rented, bailed or otherwise made Expir
1 Active Forest Limited 1001907865 | 09/05/2016 available to the debtor by the secured party including but not limited to 26p/ 1)/0/2046
civil engineering and mining equipment and ancillary items."
"All goods and parts sold, leased, rented, bailed or otherwise made Exoi
2 Bismarck Industries Limited 1002041972 | 09/05/2016 available to the debtor by the secured party including but not limited to 2)2;?/0/2046
civil engineering and mining equipment and ancillary items."
"All goods and parts sold, leased, rented, bailed or otherwise made Exoiry -
3 Cakara Alam (PNG) Limited. 1002015092 | 9/05/2016 available to the debtor by the secured party including but not limited to 26p/1yO/2046
civil engineering and mining equipment and ancillary items."
. N 100201116 All.goods and parts sold, leased, rented, bc:llled o.r otherW|se.mf1de Expiry -
4 Stettin Bay Lumber Co Limited 0 09/05/2016 available to the debtor by the secured party including but not limited to 26/10,/2046
civil engineering and mining equipment and ancillary items."
"All goods and parts sold, leased, rented, bailed or otherwise made Exbir
5 Vanimo Forest Products Limited 1001922496 | 09/05/2016 available to the debtor by the secured party including but not limited to 26p/]y0/2046
civil engineering and mining equipment and ancillary items."
"All goods and parts sold, leased, rented, bailed or otherwise made Exoir
6 Vanimo Jaya Limited 1001922272 | 09/05/2016 available to the debtor by the secured party including but not limited to 2)2; 1yO/2046

civil engineering and mining equipment and ancillary items."
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