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@
Sent via electronic mail

Costco Wholesale Corporation
Attn: Ron Vachris and Sheri Flies
999 Lake Dr

Issaquah, WA 98027

May 7, 2026

Dear Mr. Vachris and Ms. Flies,

I am writing on behalf of the Natural Resources Defense Council (NRDC) regarding potential
supply chain links between Costco and the Dryden Fibre Canada (DFC) mill in Dryden, Ontario,
a facility whose pollution continues to cause devastating impacts to Grassy Narrows First Nation.
Despite prior correspondence, Costco has not provided a substantive response or disclosure
addressing these concerns. Given the seriousness of these human rights and environmental
harms, NRDC is presenting additional evidence below and seeks Costco’s prompt engagement.
We again urge Costco to commit to ending any current sourcing from this mill, and to ensuring
that the mill is excluded from its supply chain going forward, including through private-label or
third-party arrangements.

Background on the Dryden Mill and Ongoing Mercury Crisis

As noted previously, between 1962 and 1970, the Dryden mill’s chlor-alkali plant dumped
approximately nine metric tons of untreated mercury into the Wabigoon River, resulting in the
mercury concentrations of its fish reaching nearly 50 times the upper limit considered safe for
human consumption.! Grassy Narrows First Nation is downstream from the Dryden mill, and
fish from the Wabigoon River were a staple of the community’s diet and livelihoods. Consuming
this mercury-contaminated fish led to severe, multi-generational health problems in the Grassy
Narrows’ community that continue to this day. Researchers estimate that 90% of Grassy
Narrows’ population has symptoms of mercury poisoning, which include disease, tremors,
neuromuscular effects, cognitive and motor dysfunction, conditions impacting learning,
increased suicidality, and premature death.?

In August 2023, the Dryden mill was acquired by First Quality and began operating under the
DFC name. In May 2024, a study from the University of Western Ontario found that the mill’s
ongoing effluent pollution has worsened mercury contamination in the Wabigoon River.> While
the mill’s wastewater does not contain additional mercury, it does have high levels of sulfate and
organic matter that have combined with the existing mercury in the river to create high levels of
an even more potent mercury compound: methylmercury. The study estimates that the effects of
the current effluent from the Dryden mill are doubling the mercury levels in Wabigoon River
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fish.* Mercury is a persistent pollutant, meaning it is incredibly difficult to remove from the
environment once discharged. Once converted to methylmercury, it accumulates up the food
chain and is passed from generation to generation through prenatal exposure.

The people of Grassy Narrows have called for the Dryden mill to be shut down because, despite
the passage of 55 years since the mercury problem came to light, and multiple changes in
ownership and production processes, the mill’s pollution continues to harm the health of Grassy
Narrows First Nation, violating the community’s rights to clean water, health, their Indigenous
way of life, and self-determination of their lands.’

Evidence of DFC and First Quality’s Integrated Supply Chain

The Dryden mill produces Northern Bleached Softwood Kraft (NBSK) pulp, a primary input
used in tissue, paper towel, and absorbent hygiene products—the same product categories in
which First Quality is a major manufacturer, including for private-label retail brands.® Among
large tissue producers, vertical integration between upstream pulp supply and downstream
converting operations is a well-established strategy to secure fiber supply, control costs, and
reduce market risk.” First Quality itself has publicly described its acquisition of the Dryden mill
as a strategic investment intended, in part, to ensure long-term “access and availability to high
quality fiber supplies,” establishing a clear commercial rationale for DFC’s pulp to be used
within First Quality’s manufacturing system.®

This conclusion is reinforced by trade and production data. In 2025, Ontario’s NBSK pulp
production was limited to just two operating mills.” During the same period, approximately half
of Ontario’s pulp exports were shipped to Pennsylvania and South Carolina, with a smaller
portion shipped to Georgia.'® Notably, five of First Quality’s seven tissue and hygiene product
manufacturing facilities are located in these three states.!! Considered alongside First Quality’s
stated corporate strategy, these facts strongly support the conclusion that at least a portion of the
pulp produced at the DFC mill is being consumed within First Quality’s downstream
manufacturing operations, even as additional volumes may be sold to other purchasers.

Evidence Linking Costco to First Quality

Building on the demonstrated integration between DFC’s pulp production and First Quality’s
manufacturing operations, NRDC has identified evidence suggesting that some Costco
private-label products are manufactured by First Quality. This evidence includes:

e Media coverage from August 2023 in which a First Quality employee identifies Costco as
a retailer supplied with toilet paper and paper towels produced at the company’s Lock
Haven, Pennsylvania facility; '

e A Google review of First Quality’s Lock Haven plant featuring a photograph showing a
truck loaded with Kirland paper towels at the facility; '3
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e Photographs by NRDC of two packages of Kirkland paper towels that carry a PEFC
license code (PEFC/29-31-321) associated with First Quality;'* and

e Reporting by Bloomberg News in 2024 indicating that First Quality was taking over
production of Costco’s Kirkland-brand diapers. '

Taken together, this information establishes a credible and material likelihood that Costco is
likely linked to First Quality’s upstream pulp sourcing, including pulp from the Dryden mill,
through the potential manufacture of certain Costco private-label products by First Quality.

Potential Violations of Costco Policy

Costco’s “Human Rights Statement” commits the company to respect human rights throughout
its supply chain, to prioritize salient risks, and to address social and environmental impacts on
Indigenous Peoples, including impacts on the right to self-determination and the loss of
livelihoods. '® It further affirms Costco’s responsibility to mitigate harm and provide access to
remedy for individuals and communities affected by human rights violations.!” The decades-long
mercury contamination impacting Grassy Narrows First Nation—severely undermining
community health, economic well-being, and traditional ways of life—constitutes a serious
adverse impact that falls squarely within these commitments.

Costco’s “Supplier Code of Conduct” reinforces these obligations, stating that “in manufacturing
and processing operations, adverse impacts upon the community, environment and natural
resources shall be minimized while safeguarding the health and safety of the public.”'® This
policy further requires suppliers found to be in violation to present a detailed corrective action
plan and makes clear that Costco may terminate its business relationship with a supplier or
facility that fails to adequately remediate harm.' Given the scale, persistence, and
well-documented impacts of mercury pollution associated with the Dryden mill, any Costco
sourcing linked to this facility appears to warrant enhanced due diligence, escalation,
investigation, and remediation consistent with Costco’s stated policies and commitments.

Financial Risk Implications

Any ongoing commercial, procurement, or financial relationship with products containing pulp
from the Dryden mill, while the mercury crisis remains unresolved, exposes companies to
significant financial, operational, and reputational risk. Even indirect links within a supply chain
warrant executive-level attention, given the growing instability and scrutiny surrounding the
mill’s operations.

Reputational risk is acute for companies connected to pulp from the Dryden mill, given its
central role in what is recognized as one of the worst environmental disasters in Canadian
history.?’ The mercury poisoning affecting Grassy Narrows has been the subject of sustained
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national and international media coverage, extensive academic research, and decades of
high-profile advocacy led by community members.?' In September, community members and
youth leaders are expected to again mobilize publicly in Toronto to demand accountability for
the mercury crisis, and an end to ongoing pollution linked to the Dryden mill.?? In addition,
companies associated with products containing pulp from the Dryden mill may be profiled in the
upcoming edition of NRDC'’s Issue with Tissue report and scorecard series later this year,
drawing increased attention from consumers, media, and marketplace stakeholders.?* Taken
together, these dynamics exemplify the sustained, high-visibility advocacy surrounding this issue
that is likely to drive renewed media attention and public scrutiny of companies associated with
the mill, creating ongoing exposure that can erode brand credibility, undermine stakeholder trust,
and negatively affect market position.

Beyond reputational concerns, the unresolved mercury contamination and associated human
rights impacts increase the likelihood of regulatory intervention, litigation, and further erosion of
the mill’s social license to operate. Grassy Narrows First Nation has pursued legal action and
continues to actively explore and advance legal avenues.?* Moreover, there is sustained public
pressure on federal and provincial governments to strengthen oversight and impose corrective
measures, including calls to shutter the facility altogether.?® Such developments could materially
disrupt, impose operational costs, or curtail operations at the Dryden mill, exposing downstream
buyers to sudden supply interruptions, increased costs, and the need to secure alternative fiber or
product sources on short notice in an already constrained NBSK pulp market.

Investors are also increasingly likely to evaluate companies based on environmental, social, and
governance performance, including a focus on supply chain due diligence and exposure to
human rights harms.?” The mercury crisis affecting Grassy Narrows First Nation is widely cited
as a leading example of environmental racism and unresolved industrial pollution, for which the
community continues to demand justice and accountability.?® Corporate links to the Dryden mill
therefore present elevated risk of investor scrutiny, shareholder engagement, and potential
divestment, as well as heightened concerns regarding governance, oversight, and risk
management. >’

Taken together, these interconnected risks underscore the importance of enhanced due diligence,
transparency, and corrective action to ensure that corporate sourcing decisions do not perpetuate
or compound unresolved harms linked to the Dryden pulp mill.

Requested Actions

Accordingly, we request Costco’s response to the evidence outlined above and renew our prior
requests that Costco:

4 NATURAL RESOURCES DEFENSE COUNCIL

1152 15TH STREET NW WASHINGTON, DC 20005 T202.289.6868 F202.289.1060 NRDC.ORG



1) Disclose a complete list (with quantities) of any products that your company sells,
buys, or uses—currently or within the past 10 years—that contain pulp from the
Dryden mill.

2) If Costco is currently sourcing, selling, buying, or using products that contain pulp
from the Dryden mill, commit to not renewing contracts for these products and
removing this mill from its list of potential suppliers.

3) If Costco does not currently source, sell, buy, or use products that contain pulp from
the Dryden mill, commit to avoiding such sourcing now and in the future.

We respectfully seek a written response to the evidence and requests outlined above by May
29, 2026. If Costco does not engage meaningfully on these issues, NRDC intends to make these
findings public, together with details of Costco’s response—or lack thereof—and communicate
them to concerned stakeholders. We welcome the opportunity to engage constructively with your
company prior to taking that step.

Thank you for your attention to this urgent matter.

Sincerely,

Ashley Jordan
Corporate Campaign Advocate
Natural Resources Defense Council (NRDC)
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