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INTRODUCTION 

 

All dollar amounts in this annual information form (the "Annual Information Form") are in Canadian dollars, except where 

otherwise indicated.  The reporting currency of Fortress Global Enterprises Inc. is the Canadian dollar.  Our mill is 

considered an integrated operation, therefore foreign currencies are translated into Canadian dollars using average rates for 

the period for items included in the consolidated statements of operations, the rate in effect at the balance sheet date for 

monetary assets and liabilities and historical rates for other assets included in the consolidated balance sheet.  Translation 

gains or losses are included in the determination of income.  Some figures and percentages may not total exactly due to 

rounding. Unless otherwise indicated, the information in this Annual Information Form is given as of December 31, 2018. 

 

Certain information contained in this Annual Information Form concerning the industries in which we operate has been 

obtained from publicly available information from third party sources.  We have not verified the accuracy or completeness 

of any information contained in such publicly available information.  In addition, we have not determined if there has been 

any omission by any such third party to disclose any facts, information or events which may have occurred prior to or 

subsequent to the date as of which any such information became publicly available or which may affect the significance or 

accuracy of any information contained in any such information and summarized herein. 

 

Certain statements contained in this Annual Information Form constitute forward-looking information. The use of any of 

the words "anticipate", "continue", "estimate", "expect", "may", "will", "project", "should", "believe" and similar 

expressions are intended to identify forward-looking information. These statements involve known and unknown risks, 

uncertainties and other factors that may cause actual results or events to differ materially from those anticipated in such 

forward-looking information. We believe the expectations reflected in forward-looking information are based on reasonable 

assumptions, but no assurance can be given that these expectations will prove to be correct and the forward-looking 

information included in this Annual Information Form should not be unduly relied upon. These statements speak only as of 

the date of this Annual Information Form. 

 

In particular, this Annual Information Form may contain forward-looking information pertaining to the following: growth 

and future prospects of our business; market conditions, including price and demand for dissolving pulp, viscose staple 

fibre, bioproducts, and other products; benefits that may accrue to the Company as a result of certain acquisitions, 

dispositions, capital expenditure programs, equipment upgrades and maintenance shutdowns and the timing thereof; the 

anticipated capacity, cost of and timing for the completion of our xylitol and other complementary bioproducts 

demonstration plant; the anticipated sources of financing for the construction of the plant and the expected timing for such 

financing; the expected construction of a commercial plant at the same location as the proposed xylitol and other 

complementary bioproducts demonstration plant; expected operational performance figures, including costs, utilization 

rates and efficiencies; expected returns on certain business segments; possible elimination of the anti-dumping duties; 

availability of funds for debt allocation; our perceptions of the industry and markets in which we operate and anticipated 

trends in such markets and in the countries in which we do business; the securement of new purchase orders for our 

products; and the anticipated benefits of programs and initiatives. 

 

Forward-looking information reflects our current views with respect to expectations, beliefs, assumptions, estimates and 

forecasts about our business and the industry and markets in which we operate. Statements constituting forward-looking 

information are not guarantees of future performance and involve risks, uncertainties and assumptions which are difficult to 

predict. Assumptions underlying our expectations regarding forward-looking information contained in this Annual 

Information Form include, among others:  that we will be able to effectively market our products; our ability to realize 

significant cost-savings from production improvements and cost reduction initiatives; that demand for viscose staple fibre 

will continue to grow which will result in an increased demand for dissolving pulp; that we will achieve the successful 

completion of the xylitol and other complementary bioproducts demonstration plant and thereafter construct a full-scale 

production plant; that the general stability of the economic, political and regulatory environments within the countries 

where we conduct operations; that we will be able to enter into enforceable supply agreements for dissolving pulp on 

favourable terms and diversify our customer base; our ability to obtain financing (if necessary) on acceptable terms; that 

interest and foreign exchange rates will not vary materially from current levels; and that our equipment will operate at 

expected levels. The foregoing list of assumptions is not exhaustive. 

 

Our actual results could differ materially from those anticipated in forward-looking information as a result of the risk 

factors set forth below and elsewhere in this Annual Information Form:  

 

 markets for dissolving pulp; 



 

 2 

 

 effects of increased indebtedness; 

 

 fluctuations in the price of raw materials and supply risk; 

 
 unforeseen delays and costs in operating the Fortress Specialty Mill; 

 

 additional funding requirements and availability of capital on acceptable terms; 

 

 taxation matters; 

 

 supply risks as a result of having to prepay suppliers; 

 

 xylitol and other complementary bioproducts project risks; 

 
 risks related to our potential failure to enhance operating performance; 

 

 fluctuations in foreign exchange or interest rates; 

 
 dependence on major customers; 

 

 trade restrictions and export tariffs; 

 

 forest and timber tenures; 

 

 volatility of market price of our listed securities;  

 

 ability to stay competitive; 

 

 fluctuations in the market for products sold; 

 

 potential disruptions to production and delivery; 

 

 uninsurable or uninsured losses; 

 

 risks relating to future investments;  

 

 labour relations;  

 

 the ability to efficiently and effectively manage growth; 

 

 environmental, health and safety and regulatory risks;  

 

 information systems security threats;  

 

 general economic, market and business conditions;  

 

 damage to reputation; 

 

 protection of intellectual property; 

 

 ability to seek recourse under acquisition agreements; 

 

 reliance on key personnel; 

 



 

 3 

 dilution of the value of our common shares; 

 

 absence of cash dividends paid out by the Company to its shareholders;  

 

 potential for conflict of interest; and 

 

 any other factors discussed under "Risk Factors" in this Annual Information Form. 

 

The risk factors referenced herein should not be construed as exhaustive. Except as required under applicable securities 

laws, we undertake no obligation to update or revise any forward-looking information. 

 

The following tables set forth, for each period indicated, information concerning the exchange rates between United States 

dollars (USD) and Canadian dollars ($) based on the Bank of Canada nominal noon exchange rates.  The table below 

illustrates the portion or multiples of a $ it would take to buy one USD.  

 

 

 

Fiscal Year Ended $ per USD 

December 31, Average(1) Low High Period End 

2018 1.2957 1.2288 1.3642           1.3642 

2017 1.2986 1.2128 1.3743 1.2545 

2016 1.3248 1.2544 1.4589 1.3427 
(1) The average of the daily nominal exchange rates during the year. 
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CORPORATE STRUCTURE 

 

General 

 

The full corporate name of our Company is Fortress Global Enterprises Inc. Our head office is located at 2nd Floor – 157 

Chadwick Court, North Vancouver, British Columbia and our registered and records office is located at 1000, 925 West 

Georgia Street, Vancouver, British Columbia. 

 

We were incorporated under the Business Corporations Act (British Columbia) (the "BCA") on May 30, 2006.  On June 20, 

2007, we consolidated our issued and outstanding capital on a 2:1 basis prior to being listed on the Toronto Stock Exchange 

(the "TSX"). On January 29, 2018, we amended our Notice of Articles to change our name from "Fortress Paper Ltd." to 

"Fortress Global Enterprises Inc." to better reflect our existing business and future prospects. See "Developments During 

the Financial Years Ended December 31, 2016 to 2018 - Name and Symbol Change". 

 

Our material subsidiaries and their respective jurisdictions of organization are set out in the diagram below. 

 

 

 

 

 

 

 

 

            

 

 

 

 

 

 

 

 

 

 

In this document: 

 

 the consolidated operations of Fortress Global Enterprises Inc. and its subsidiaries will be referred to collectively 

as "we", "our", "us", the "Company" or "Fortress", unless otherwise specifically noted or the context requires 

otherwise; 

 

 "Cogeneration Facility" means the cogeneration plant owned by Fortress Bioenergy located in Thurso, Québec, 

Canada; 

 

 Fortress Bioenergy Ltd. will be referred to as "Fortress Bioenergy"; 

 

 Fortress Specialty Cellulose Inc. will be referred to as "Fortress Specialty";  

 

 "Fortress Specialty Mill" means the dissolving pulp manufacturing facility owned by Fortress Specialty located in 

Thurso, Québec, Canada;  

 

 Fortress Advanced Bioproducts Inc. will be referred to as "FortressAB"; 

 

 Fortress Xylitol Inc. will be referred to as "FXI"; and 

 

 S2G Biochemicals Inc. will be referred to as "S2G".  

 

 

100% 

Fortress  Global Enterprises Inc. 

(British Columbia) 

 

Fortress Specialty 

Cellulose Inc. 

(British Columbia) 
 

Fortress Bioenergy 

Ltd.  

(British Columbia) 

 

Fortress Advanced 

Bioproducts Inc. 

(British Columbia) 
 

100% 

S2G Biochemicals 

Inc. 

(British Columbia) 
 

Fortress Xylitol 

Inc. 

(British Columbia) 
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GENERAL DEVELOPMENT OF THE BUSINESS 

 

We currently operate in the dissolving pulp business at our Fortress Specialty Mill and in the renewable energy generation 

sector at our Cogeneration Facility.  

 

On March 23, 2018, we completed the acquisition of S2G (see "Developments During the Financial Years Ended 

December 31, 2016 to 2018 - Acquisition of S2G and New Xylitol and Complementary Bioproducts Project"). With the 

acquisition of S2G, we plan to expand our business into advanced bioproducts, specifically xylitol and complementary 

bioproducts production, at the Fortress Specialty Mill.  

 

We previously operated in the security paper products business through our Landqart mill located in Switzerland where we 

produced banknote, passport, visa and other brand protection and security papers. On December 20, 2017 we completed the 

sale of Landqart AG and Landqart Management and Services AG (collectively, "Landqart"), and no longer operate in the 

security paper products business. See "Developments Over the Financial Years Ended December 31, 2016 to 2018 – Sale of 

Landqart". 

 

Developments During the Financial Years Ended December 31, 2016 to 2018 

 

Normal Course Issuer Bid - Debentures 

 

In August 2016, we purchased for cancellation an aggregate $4.0 million principal amount of our 6.5% convertible 

unsecured subordinated debentures (the "2011 Debentures") by way of a normal course issuer bid ("NCIB"), at an average 

cost of $97.10 per $100, 2011 Debentures. We also purchased for cancellation, by way of an NCIB, an aggregate $6.9 

million principal amount of our 7.0% convertible unsecured subordinated debentures (the "2012 Debentures"), at an 

average cost of $76.00 per $100, 2012 Debenture. Following completion of such purchases and cancellations, $62.1 million 

principal amount of 2012 Debentures remained outstanding at December 31, 2016. 

 

The remaining 2011 Debentures in the aggregate principal amount of $36.2 million matured on December 31, 2016 and 

were retired. 

 

Sale and Leaseback Transaction at Landqart Mill 

 

In July 2016, Fortress' then wholly-owned subsidiary, Landqart, completed the sale of its lands and buildings related to its 

security paper business located in Landquart, Switzerland, for the aggregate purchase price of CHF 44.5 million 

(approximately $59 million), subject to customary conveyancing adjustments. The transaction provided a financing 

opportunity to enhance liquidity and financial flexibility. 

 

Sale of Fortress Global Cellulose Mill Assets 

 

In July 2016, Fortress completed, through its then wholly-owned subsidiaries, Fortress Global Cellulose Ltd. and Fortress 

Lumber Corporation, the sale of the buildings, equipment and other ancillary property, as well as the energy generation, 

connection and transmission plant and related equipment relating to the Fortress Global Cellulose mill located in Lebel-sur-

Quévillon, Québec, for an aggregate purchase price of $15.4 million. The purchase price was comprised of: (i) a $7.0 

million secured note; (ii) the assumption by the purchaser of up to $7.5 million of the liabilities under an environmental 

trust agreement; and (iii) certain other liabilities totaling approximately $0.9 million. The sale of the Fortress Global 

Cellulose mill represented a divestiture of a non-core asset which released the Company from a number of future 

obligations. 

 

Concurrent with the sale, Fortress assigned and transferred the $7.0 million note to Investissement Québec ("IQ") as early 

repayment of principal amounts due in 2017 in respect of its outstanding loan with IQ (the "IQ Loan"). In addition, IQ 

agreed to defer interest on the IQ Loan until April 1, 2018 and to further defer an aggregate of $6.3 million of quarterly 

principal payments otherwise payable on September 30, 2017, December 31, 2017 and March 31, 2018, without penalty or 

interest accruing on such amounts, until the one year anniversary of each such principal payment due date (the "Initial 

Deferrals"). In connection with the IAM Loan, as defined below (see "– IAM Credit Agreement") Fortress agreed to 

increase the interest payable on $40.0 million principal amount of the IQ Loan to 6% per annum and pay interest on this 

portion of the IQ Loan commencing February 2017. All principal payments to IQ will be applied firstly to the higher 

interest bearing principal amount outstanding (see "– IQ Loan Amendments"). 
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Normal Course Issuer Bid – Common Shares  

 

In August 2016, the TSX accepted our notice of intention to make a NCIB for our common shares through facilities of the 

TSX and alternative Canadian trading platforms. Fortress repurchased and cancelled 759,768 common shares for $3.65 

million through the NCIB. 

 

Investment in Birch Project and Hemicellulose Project at the Dissolving Pulp Mill 

In November 2016, Fortress announced a major investment to advance our strategic project of utilizing birch to 

manufacture dissolving pulp at the Fortress Specialty Mill.  Also in November 2016, we announced a strategic supplement 

to the birch usage project at the Fortress Specialty Mill aimed at extracting hemicellulose from underutilized species such 

as birch.  These projects will allow us to advance our research and development in hemicellulose derivative products. We 

anticipate that our development in hemicellulose products will provide us with an opportunity to enter the growing 

renewable raw materials market.  The Government of Canada shall assist in funding the projects through a non-repayable 

contribution of $10.5 million.  The Ministry of Forests, Wildlife, and Parks of Québec has also agreed to assist with funding 

the projects, through a $2.5 million non-repayable contribution from the budgetary measure for innovation announced in 

the 2016-2017 Québec budget to support the forestry industry. As well, the Low Quality Hardwood Consumption Program 

has committed to provide an additional $1.0 million non-repayable contribution to assist with funding the projects. The 

remainder of the total cost is expected to be financed by Fortress with cash on hand, operating cash-flow and other potential 

investment incentive programs. 

The birch component of these projects was completed on time and on budget in March 2018 with the construction and 

commissioning of the fifth digester, which is expected to result in an incremental annual production capacity increase at the 

Fortress Specialty Mill of 8,500 air dried metric tonnes ("ADMT") in 2018 and 17,000 ADMT in 2019 compared to current 

production capacity. The hemicellulose project is ongoing and is being integrated to coincide with the xylitol and other 

complementary bioproducts project. See "Developments During the Financial Years Ended December 31, 2016 to 2018 – 

Acquisition of S2G and New Xylitol and Other Complementary Bioproducts Project".  

Shareholder Rights Plan  

 

On January 16, 2017, Fortress adopted a shareholder rights plan (the "Rights Plan"). The Rights Plan was ratified by the 

shareholders of the Company at the annual general and special meeting of shareholders held on May 23, 2017. The Rights 

Plan has an initial term of three years. 
 
IAM Credit Agreement 

 

In January 2017, Fortress' wholly owned subsidiary, Fortress Bioenergy, entered into a credit agreement with IAM 

Infrastructure Private Debt Fund LP for a $40.0 million secured loan (the "IAM Loan"), which matures 14 years from the 

date of advance and is repayable in monthly payments of principal and interest over the term. The IAM Loan will accrue 

interest at a rate of 6.0% per annum plus an account maintenance fee of 0.5% per annum. The IAM Loan is secured against 

all of the assets of Fortress Bioenergy, which include our cogeneration assets, and is guaranteed by Fortress and Fortress 

Specialty.  

IQ, on behalf of the Government of Québec, agreed to subordinate its security right in relation to the IQ Loan in favour of 

the IAM Loan. In consideration for the subordination, Fortress agreed with IQ to match the interest rate payable on $40.0 

million principal amount of the outstanding IQ Loan to that payable pursuant to the IAM Loan. All principal payments on 

the IQ Loan made by Fortress will be applied firstly to this higher interest bearing principal amount outstanding.  

Early Repayment of Outstanding Debenture 

In February 2017, Fortress repaid in full the unsecured convertible debenture (the "FSTQ Debenture") in the aggregate 

principal amount of $25.0 million issued by Fortress in favour of Fonds de solidarité FTQ ("FSTQ").  The FSTQ Debenture 

had an interest rate of 7.0% per annum and was set to mature on June 20, 2017.  Pursuant to a debenture amendment 

agreement entered into by Fortress and FSTQ, we were granted the right to repay the principal amount owing under the 
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FSTQ Debenture prior to maturity, together with all interest accrued to the date of repayment, without any prepayment 

penalty. Funds from the IAM Loan were used to repay the FSTQ Debenture.    

OTCQX® Market Trading 

 

In April 2017, Fortress' common shares commenced trading on the OTCQX® Best Market in the United States under the 

symbol "FTPLF".  

 
Developments relating to Chinese Anti-Dumping Measures  

 
In April 2017, the World Trade Organization ("WTO") issued its final report finding generally in favour of Canada in the 

dispute relating to China's imposition of anti-dumping measures on Canada's dissolving pulp industry. The WTO panel 

concluded that China's Ministry of Commerce ("MOFCOM") failed to conduct its injury investigation in accordance with 

its WTO obligations. The timeframe provided to China to comply with the decision was negotiated by Canada and China to 

be 11 months from May 22, 2017. In April 2018, China issued a Reinvestigation Determination in relation to the duties at 

issue, which continues the imposition of anti-dumping duties on imports of cellulose pulp from Canada. As the reasonable 

period of time for implementation of the WTO Panel conclusions expired on April 22, 2018, Canada formally initiated a 

dispute in the WTO by filing a request for consultations with China in September 2018 as a result of China's continuing 

anti-dumping measures. Fortress is of the view that a proper implementation of the panel decision should result in China 

removing anti-dumping duties on imports of Canadian dissolving pulp. The collection of anti-dumping duties by 

MOFCOM is set to expire on April 6, 2019 pursuant to MOFCOM’s announcement of their final determination to impose 

such duties dated April 4, 2014.  

 

Retirement of Yvon Pelletier 

On October 1, 2017, Mr. Yvon Pelletier retired from Fortress after serving as President and Chief Executive Officer for two 

years. Previously, Mr. Pelletier served as President of Fortress Specialty from February 2013 until October 2015. Mr. 

Pelletier will continue to provide consulting services for up to two years in order to assist Fortress in its transition 

subsequent to his departure. Mr. Chadwick Wasilenkoff, Fortress's Executive Chairman, replaced Mr. Pelletier as President 

and Chief Executive Officer of the Company until December 5, 2018. See "Developments During the Financial Years 

Ended December 31, 2016 to 2018 - Management Transition". 

Auxiliary System Failure at the Fortress Specialty Mill 

 

On September 21, 2017, there was a burst in a pressurized auxiliary gas collection system relating to one of the recovery 

boilers at the Fortress Specialty Mill. There were no injuries or material damage to property or environmental impact. 

Fortress completed the necessary repairs at the Fortress Specialty Mill caused by the failure and recommenced production 

of dissolving pulp on October 6, 2017. 

 

Fortress initiated an insurance claim pursuant to its property damage and business interruption insurance coverage, which 

has a $2.5 million deductible, and has received $2.54 million. 

Sale of Security Paper Products Business 

On December 20, 2017, Fortress, through a wholly owned subsidiary, entered into and completed a share purchase 

agreement with the Swiss National Bank and Orell Fussli Holding AG, whereby Fortress sold all of the shares of Landqart 

for an aggregate purchase price of CHF 21.5 million (approximately $27.7 million).  With the sale of Landqart, the 

Company no longer operates in the security paper products segment. 

Credit Agreement 

On December 29, 2017, Fortress entered into a credit agreement with a private arm's length lender, who will provide a 

secured revolving credit facility in the principal amount of up to US $5.0 million to Fortress Specialty, subject to certain 

borrowing base restrictions (the "Revolving Loan").  The Revolving Loan will mature on December 30, 2020 and will 

accrue interest at a rate of LIBOR plus 5.75% per annum. The Revolving Loan is secured by Fortress Specialty's wood fibre 
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inventory located at the Fortress Specialty Mill, consisting of round wood, wood chips, and dissolving pulp and excluding 

certain non-eligible inventory. Fortress Specialty intends to use the proceeds of the Revolving Loan for general corporate 

purposes. 

Name and Symbol Change 

On January 29, 2018, we changed our company name to Fortress Global Enterprises Inc. in order to better reflect our 

existing business and future prospects.  In connection with the change of name, on February 1, 2018 our common shares 

and 2012 Debentures began to trade on the TSX under the new symbols "FGE" and "FGE.DB.A", respectively. 

IQ Loan Amendments 

Subsequent to the year ended December 31, 2017, Fortress entered into a further amendment (the "Second Amendment") to 

the IQ Loan pursuant to which the three quarterly principal payments payable in 2018 totalling $8.5 million were deferred 

to March 31, 2019, without penalty or interest accruing on such amounts. In addition, the twelve monthly interest payments 

on the IQ Loan payable in 2018 totalling $4.4 million was capitalized from January 1, 2018 to December 31, 2018, and 

such capitalized interest did not bear interest during this period. The Initial Deferrals remain in effect. Commencing on 

March 31, 2019, the same quarterly principal payments will resume with a lump sum payment due on maturity. The 

ongoing application of the Second Amendment was subject to a condition that was satisfied. 

 

Subsequent to the year ended December 31, 2018, Fortress entered into a further amendment to the IQ Loan pursuant to 

which the quarterly principal payment due March 31, 2019 will now be due on maturity of the loan in December 2026. The 

interest payable from January 1, 2019 to March 31, 2019 was capitalized and added to the outstanding balance of the loan. 

The next principal and interest payment will be due on June 30, 2019, and interest and principal will be payable on a 

quarterly basis thereafter. 

Acquisition of S2G and New Xylitol and Other Complementary Bioproducts Project 

On March 23, 2018, Fortress completed the acquisition of all of the issued and outstanding common shares of S2G for a 

purchase price of $2,500,000, which was satisfied by the issuance of 666,652 common shares of Fortress to S2G's 

shareholders at a deemed price of $3.75 per share. Fortress, through a newly formed special purpose company, intends to 

commission the construction of a demonstration plant to produce xylitol and other complementary bioproducts at its 

Fortress Specialty Mill, utilizing proprietary process technologies, know-how and expertise developed by S2G and 

Mondelēz International, Inc. ("Mondelēz") (NASDAQ:MDLZ). The demonstration plant will use C5 sugars extracted from 

hemicellulose, which is a residue from the Fortress Specialty Mill, to produce xylitol and other complementary bioproducts. 

See "The Business – Overview". Fortress believes that the new xylitol and other complementary bioproducts project 

provides a variety of unique business opportunities, including to become a globally low cost producer of a product with 

attractive growth rates, to have Mondelēz, a major international snacking company, as a technology partner to support the 

commercialization process, to diversify our product portfolio to extract and optimize value from a current byproduct, to 

create a new advanced bioproducts segment with the potential to generate up to $40 million in EBITDA and to develop an 

attractive financing structure with government support. 

Completion of the Fifth Digester 

In March 2018, the Fortress Specialty Mill completed, on time and on budget, construction and began commissioning of the 

fifth digester that was announced in November 2016.  The mill successfully performed a first cook on March 27, 2018.  The 

requisite permit required for commercial operation of the fifth digester at the Fortress Specialty Mill was issued during the 

fourth quarter. Fortress expects the fifth digester to incrementally increase production capacity by 17,000 ADMT in 2019 

compared to current production capacity. 

Government Support for Xylitol and Complementary Bioproducts Demonstration Project 

 

In July 2018, Fortress received confirmation that the Governments of Canada and Québec have committed up to $17.4 

million in investments, grants and loans to a new bioproducts division, FortressAB, to support the construction of the 

xylitol and complementary bioproducts demonstration plant planned for the Fortress Specialty Mill.  




