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As a strategic shareholder,
is this in line with Wilmar's
No Deforestation Policy?

This photo taken in
the months after the
announcement of
Wilmar's “No
Deforestation Policy”
shows logs resulting
_ : from the clearing of
o N ' high carbon stock
v +  forests lying in mill log
a b yards. The logging
‘.. wascarried out by
J' ‘ two palm oil
o Jih s plantation subsidiaries
')' " ofthe Kencana Agri
t ¢ . Group, which is 20
‘{.' .| percent owned by
o Wilmar.
£
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Background

N

Wilmar's “No Deforestation, No Peat, No
Exploitation Policy” — which was
announced on 5 December 2013 —
featured prominently in the 2013 Wilmar
International Ltd Annual Report. In fact,
the Chairman's Message — at the beginning
of the Annual Report — referred to 2013 as
being a “landmark year in Wilmar's
sustainability journey” as, in December of
that year, Wilmar adopted No
Deforestation Policy.

This Greenomics Indonesia report does not
analyze the benefits or drawbacks of
Wilmar's policy, but rather focuses on a
case study that reveals continuing and
extensive deforestation practices targeting

Indonesia's high carbon stock (HCS) forests.

These practices are being pursued by two
palm oil companies, both of which are
subsidiaries of Kencana Agri Ltd (an
associate of the Wilmar Group), despite
the announcement of Wilmar's No
Deforestation Policy.

The purpose of this report is to clarify the
precise scope of Wilmar's No Deforestation
Policy, given that the clearing of HCS
forests by the two palm oil concessions has
continued apace despite the adoption of
the policy.

In addition, the 2013 Wilmar
Annual Report states that the
company’s No Deforestation Policy
"aims to accelerate the sustainable
market transformation for palm
oil." Through this report, we will
also endeavor to clarify the precise
meaning of "accelerate the
sustainable market transformation
for palm oil,” considering that the
clearance of HCS forests by the two
palm oil companies has actually
accelerated since 5 December
2013.

Thus, the sole purpose of this
report is to clarify what Wilmar's
No Deforestation Policy actually
entails through a specific case
study. We sincerely hope that
Wilmar will provide comprehensive
responses of our findings.



Our research employed both a

MEthOdOlOgy spatial and legal analysis to identify
the deforestation of HCS forests by
the two palm oil companies. To
strengthen our analyses, the report
includes a number of photos to
highlight just how the two palm oil
concessions operate on the ground.

As we are primarily concerned with
ascertaining the precise scope of
Wilmar's No Deforestation Policy,
the reportis structured based on a
number of pertinent questions that
were formulated based on the
findings of our research.

Does Wilmar want Kencana Agri to
keep clearing HCS forests up until 31
December 2015, in accordance with
the timeline set out in the No
Deforestation Policy?




Findings

Does Wilmar’s No Deforestation Policy also apply to

the two palm oil concessions?

PT Sawindo Cemerlang and
PT Sawit Tiara Nusa are
subsidiaries of the Kencana
Agri Group Ltd, a palm-oil
company headquartered in
Singapore and listed on the
Singapore Stock Exchange.
The 2013 Annual Report of
Kencana Agri Ltd reported
that Wilmar held a 20% stake
in the company, while in the
2013 Wilmar Annual Report,
Kencana Agri Ltd is listed as a
20%-owned “associate” of
the Wilmar Group.

Wilmar's No Deforestation
Policy states that it applies to
"all Wilmar's operations
worldwide, including those of
its subsidiaries, any refinery,
mill or plantation that we
own, manage, or invest in,
regardless of stake."

With its 20% shareholding in
Kencana Agri Ltd, Wilmar's
No Deforestation Policy also
clearly applies to oil-palm
plantations that come under
the umbrella of Kencana Agri
Ltd. Consequently, Wilmar
urgently needs to explain
what exactly is going on at
these two palm oil
concessions.

PT Sawindo Cemerlang’s
Forest Area
Relinquishment Permit
for the development of
an oil-palm plantation is
incorporated in a
Minister of Forestry
Decree that was issued
on 28 November 2011.
The plantation, which
covers an area of 18,860
hectares, is located in
Pohuwato Regency,
Gorontalo Province,
Sulawesi.

Based on the said
Minister of Forestry
Decree, of the 18,860
hectares covered by the
permit, 18,330 hectares
consists of secondary
forest (logged-over
areas) and 530 hectares
of primary forest.



Thus, the land cover in
PT Sawindo Cemerlang’s
concession consists of
HCS forests, having
regard to Wilmar's No
Deforestation Policy. A
copy of the Minister of
Forestry Decree is
shown below:

This photo was taken in the months after the
announcement of Wilmar's No Deforestation Policy.

MENTRRS ERIUTANAN
REPUSLIE INDONESEA

KEPUTUSAN KE} REPUBLIK
NOMOR : SK.667/MENHUT-11/2011

TENTANG

PELEPASAN HUTAN YANG DAPAY UNTUK
PERKEBUNAN KELAPA SAWIT ATAS NAMA PT. SAWINDO CEMERLANG YANG
TERLETAK DI KECAMATAN BARAT

PROVINSI GORONTALO SELUAS 18.860 (DELAPAN BELAS RIBU DELAPAN RATUS
ENAM PULUH) HEKTAR Ran Produksi yang dapat

. Sawindo
REPUBLIK A, Pyato Barat Kabupaten
Merimbang : 3. batma PT. Sawindo Cemerlang cengan surat Nomor 036/SC.DRX09 g

tanggal 3 Desember 2009 dan Nomor 011/5.CEM.DIR.X/VI/2010 tanggal
17 Junil 2010, mengajukan permohonan pelepasan kawasan hitan untuk

perkebunar kelapa sawk df Kabupaten Poruwato, Provinst Gorontalo; INTANG  PELEPASAN
b. batwa bergasarkan permohonan sebagaimana dimaksud pada hundf 3, DIKONVERSI UNTUK
Menteri Kehutanan dengan surat Nomor S.666/Mentar-11/2010 tanggal A PT. SAWINDO
28 Desember 2010, memberican IPAYATO BARAT
kawasan hutan produiksi yang dapat dikonvers! (MPK) untuk usaha ALO SELUAS 18.860
budicaya perkebunan kelapa sawit o Kabupsten Pohuwato Proving JAM PULUH) HEKTAR,
Gorontaio atas nama PT. Sawindo Cemerlang sehas + 18.860 (defapan
belas ribu delapan ratus enam puiuh) hektar; Gapat Dikonvers untuk
C bahwa fungst kimasan hutan yang dicadangkan untuk déepaskan mm
dimaksud pada hund b, berdasarkan Peta Lamgiran prato,
Menteri Kehutanan dan Perkebunan Nomar SX.325/Meshut- pam puluh) hektar
12010 tanggal 25 Mel 2010 tentang Penunjuian Kawasan Hutan dan
Perairan Provingl Gorontalo, merupaksn Mutan Procuicsl yang capat di §on hasil pengukuran dan
Koenersi (HPK); pimana tercantum dalam
d. bahwe berdasaran hasi Penataan batas di lapangen atas arest yang plarvateu Peta Lampiran
dikadangkan sebagaimana dimaksud pada huruf b, asya adalah
16.860 (celapan belas ribu deldpan ratus enam puluh) heitar pemanfaatan
sebagaimana tercantum dalam Berita Acara Tata Batas tanggal 21 Aprfl :N mw:w"‘"

2011;
.
e bafwa berdasarkan pertimbangan torsebut @ atas dan sesusl Peraturan

Menteri tang

Kawasan Mutan Produksi yang Gapot Dikoewersi untuk Perkebunan D . phuleptak yeng
Kelapa Sawit atas nama PT. Sewindo Cemerang yang teretak o b Sl
Kecamatan Popayato Barat Kabupaten Pohuwato Provinsi Gocontako

seiuas 18.860 (delapan belas ribu delapan ratus enam puiub) hektar; HGU) dan atau tkel hak
Mengingat sebagaimana
ketentuan persturan

yang berfaky mengenai

pemanfastan kayu dan hasié hutan;

¢ memrperhatikan tanggung Jawab sosid dengan membangun kebun
untuk masyarakat di sektar kawasan hutan dengan luas paling sedikit
20 % darl total kuas kawasan hutan yang dilepas dan dapat dlusshakan
oleh perusaahan perkebunan;

mosaic/deliniasi makro (di peta) dan mikro (di lapangan) atas areal
Hutan Bekas Tebangan/Log Over Ared (HBT/LOA) sekas & 18330
(delapan belas ribu liga ratus tiga puluh) hektar dengan menetapkan
whagai Migh Consevation Vake Forest (HOVF) dan mempertahankan
hutan peimor sehas & 530 (Ima ratus tige puluh) hektar schogal
kawasan « Cung sesul peraturan perundang-undangan;

& menjaga .




As for PT Sawit Tiara Nusa, it was granted a Forest
Area Relinquishment Permit on 28 September 2011
for 9,257.49 hectares located in Pohuwato Regency,
adjacent to PT Sawindo Cemerlang’s concession.

In the relevant Minister of Forestry Decree, it is
stated that the land cover in the PT Sawit Tiara Nusa
concession consists entirely of secondary forest
(logged-over areas). Accordingly, the entire PT Sawit
Tiara Nusa concession consists of HCS forests. A
copy of the Minister of Forestry Decree is shown
below:

W

MENTRRS KBHUTANAN
EEPUSEIK INDONESEA

KEPUTUSAN KE} REPUBLIK
NOMOR : SK.667/MENHUT-11/2011
TENTANG

PELEPASAN KAWASAN HUTAN PRODUKSI YANG DAPAT DIKONVERSI UNTUI
PERKEBUNAN KELAPA SAWIT ATAS NAMA PT. SAWINDO C!MIII.ANG VANG
TERLETAK DI KEC BARAT

PROVINSI GORONTALO SELUAS 18.860 (DELAPAN BELAS RIBU DELAPAN RATUS
ENAM PULUH) HEKTAR

REPUBLIK
Menimbang 3. batma
tangga
17| -
perkab| -+
b. batwea
';';“‘,;‘ KETIGA : Direktur Jenderal Ba Usaha Kebvtanan mengatur pemanfastan kayy
dan hash hutan ISy dari Kawasan hetan yang dllopaskan tersett,
kawasa dengan
budicay .
Goronty KEEMPAT : Apabila o dalam kawasan hutan tersabut terdapat hak-hak pihak ketiga,
belas ¢ maka peryelesalanvya dilakukan oleh PT. Sawit Tlara Nusa dengan
C betwa phak-pihak yang bersangkutan sesuai 0engan ketertuan peraturan
.W perundang-undangan.
m KELIMA PT. Sawit Tiara Nusa wajib:
Peraral 3. menyelesaian pengurusan Hak Guna Ussha (MGU) danyatau tiel hak
Koen el lannya atas kawasan Hutan Produksi yang dapat Dikonversl yang
wmnmwmmmww
bl cengan b penndang-undang
dicadar|
18.860 b P rundang
sebagal N mwmwmmmmm; N
2011; ¢ memperhatian tanggung Jawab sosial dengan membangun knbun
e batwa untuk masyarskat di seidtar kawasan hutan dengan has paling
Pemeri sedidt 20 % darf total kas kawasan hutan yang dlepas dan dapat
perty 1| cleh px
Kawaza| d. membangun ksndscape perkebunan pada aceal pelepasan kawasan
Keiapa Mtan Produksl yang dapat Dikonversi (HPK) dengan sistem
Kecama masaic/deliniasi makro (di peta) dan miro (31 lapangan) cengan
seluas menetapkan Hightt Consenvation Vake Forest (HOVF) di areal Hutan
Beas T Over Area (HBT/LOA) selas + 9.257,49

ketertuan  persturdn  Penandang- SSAT
pembangunan tanaman;
e. menjoga dan caersh er Zone seiedae SO0
(ima rats) meter dari batas hutan lindung sebelah utara dan
selatan.
KEENAM PT. Sawit Tiara Nusa dilarang:
2. membokar sisa-sisy kayu darl kawasan hutan yang dilepaskan

b. mmwmmrmmmuwokmnwsowm
m&) darl tepl waduk atau danau, 200 (dua ratus) meter dari
mata air dan Wi kanan sungal A daersh rawa, 100 (seratus)
meter darl kirl kanan tepl sungal, 50 (Ima puluh) meter dari kirl
kanan tepl anak sungdl dan/atay 2 (dua) kall kecalaman jurang dar

tepi jurang.
KETUIUH : Agabila PT. Sawit Tiara Nusa melakuian pelanggaran atas ketertuan
yang telsh diatur dalam Keputusan inl, maka dkenakan sanksi sesuai
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HCS forests continue to be cleared

These Landsat satellite images show the clearance of
HCS forests in the two palm oil concessions subsequent
to 5 December 2013, the date on which Wilmar
announced its No Deforestation Policy. It is clear that
from 7 December 2013 until at least 14 April 2014, the
two palm oil companies continued to clear HCS forests,
as if Wilmar's No Deforestation Policy was entirely
irrelevant.

5March 2014 e —— w14 April 2014

As a strategic shareholder of Kencana Agri, was Wilmar
not aware that the companies were clearing HCS forests?
Or did Wilmar feel that a 20% stake in Kencana Agri was
not sufficient to activate the No Deforestation Policy in
the case of the HCS forests in the Kencana Agri
concession? Or, does Wilmar want Kencana Agri to keep
clearing those HCS forests up until 31 December 2015, in
accordance with the timeline set out in the No
Deforestation Policy? Needless to say, Wilmar needs to
provide convincing answers to these questions.




This map shows the
logging roads
(delineated in red) that
are used by the two
Kencana Agri
concessions in their
operations, including
for the transportation
of logs produced by
the clearing of HCS
forests. The map of
the road is overlaid
with a Landsat 8
satellite image taken
on 14 April 2014.

If we accept that the operations
of the two palm oil concessions
are also subject to Wilmar's No
Deforestation Policy, then Wilmar
needs to answer a simple
question: Has a HCS assessment
ever been carried out on the two
companies? If the answer is no,
then this would be both a
violation and a negligent omission
by Wilmar in respect of its No
Deforestation Policy. In such
circumstances, Wilmar would
need to respond having regard to
the policy, particularly as it
concerns HCS forests.

However, should the answer be
that Wilmar has conducted HCS
assessments on two palm oil
concessions, the next question
that arises is whether or not
secondary forest is included in the
definition of HCS forest under the
No Deforestation Policy?

We need to stress
again here that
there is no doubt
whatsoever that the
two Kencana Agri
subsidiaries have
been clearing HCS
forests, as shown on
Landsat satellite
images taken during
the period from 7
December 2013 until
14 April 2014.



This photo shows logs
being transported on
the road shown in the
map above. The road
was built by PT Sawindo
Cemerlang based on a
Forest Area Borrow and
Use Permit issued by the
Minister of Forestry on
12 December 2011. The
photo was taken in the
months after Wilmar's
announcement of its No
Deforestation Policy.




Recommendations

B2 Wilmar needs to treat this report as a case
study on the implementation of its No
Deforestation Policy by the two Kencana
Agri’s palm oil companies in which Wilmar
holds stakes.

\|

Wilmar needs to urgently explain what the
criteria are for determining violations of the
No Deforestation Policy in the case of palm
oil companies in which Wilmar owns stakes,
particularly where the clearance of HCS
forests is involved.

\|

Wilmar needs to explain the extent to which
it monitors (as a strategic shareholder) the
carrying out of palm-plantation development
plans by its associates having regard to its No
Deforestation Policy, particularly as regards
the potential clearance of HCS forests.

\ |

Wilmar needs to explain its plans for those of
its associates and suppliers whose permits
are new or relatively new and whose
concessions are dominated by HCS forests.

\|

Wilmar needs to explain the trend of
accelerated clearance of forested areas,
especially HCS forests, by its associates and
suppliers ahead of the "deforestation
deadline" of 31 December 2015.

For further discussion please contact:
Elfian Effendi

Executive Director — Greenomics Indonesia
elfian@greenomics.org




