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SECOND YEAR OF IMPLEMENTATION OF GOLDEN AGRI’'S
FOREST CONSERVATION POLICY (GAR FCP):

= GAR continues to apply reduced deforestation practices in
palm oil plantation development

= GAR palm oil plantation companies operating in the Province
of West Kalimantan continuing to conduct land-clearing
operations involving commercial tree species

= Deforestation payments made in respect of land-clearing
operations are less than those made in the first year of
implementation of the GAR FCP

® The majority of GAR palm oil plantation companies operating
in Central Kalimantan Province have availed of the legal
opportunity to secure licenses

= Golden Agri has no longer listed on the Norwegian
Government Pension Fund Global’ s holding of equities



The precise details of the
deforestation that occurred during
the implementation of the GAR FCP
need to be transparently revealed to
the public.




BACKGROUND

As follow-up on the previous Greenomics Indonesia
report (24 May 2012) titled "What has been learned
from the first year of Golden Agri's forest conservation
policy in West Kalimantan?" which presents the
findings of our observations during the first year of
implementation of Golden Agri's Forest Conservation
Policy (GAR FCP) in three GAR palm oil plantation
concessions in Kapuas Hulu Regency (West Kalimantan
Province), this report is aimed at sharing the findings
of our observations on the implementation of the GAR
FCP during its second year.

This report is primarily aimed at putting pressure on
GAR to be more transparent about the tropical
deforestation footprint created by its palm oil
plantation companies during the first and second year
of implementation of the GAR FCP. There are sound
reasons for this as there is clear evidence that the GAR
palm oil plantation companies have continued to clear
commercial tree species during the first and second
years of implementation of the GAR FCP.

Although the GAR palm oil plantation companies failed
to achieve a "No-Deforestation Footprint" rating in the
first and second years of implementation of the GAR
FCP, there are still some things that are worthy of
praise, including evidence of reduced deforestation
practices during the development of palm oil
plantations by the GAR companies.

Transparency as regards the tropical deforestation
footprint is also one of the important points raised by
the Norwegian Government Pension Fund Global.
Clearly, this needs to be taken on board as a wakeup
call for GAR as regards the need for transparency
about the tropical deforestation footprint in
connection with the implementation of the GAR FCP
over the last two years.

A number of recommendations in the form of
technical input for GAR are set out in the report,
especially in relation to transparency about the
tropical deforestation footprint that occurred during
the implementation of the GAR FCP over the last two
years.



METHODOLOGY

This report uses a legal and spatial-based
methodology. As regards the spatial component, this
involves an analysis of satellite imagery revealing the
clearing of natural forest for palm oil plantation
development from prior to up until the end of the
second year of implementation of the GAR FCP.

The spatial component of the methodology is also
used to identify overlaps between GAR palm
concessions and the official maps showing areas
designated as forest. This analysis was conducted for
the purpose of studying the applications by the GAR
palm oil plantation companies for forestland
Relinquishment Permits by exploiting the
opportunities available under Government Regulation
No. 60 of 2012.

Meanwhile, the legal component of the methodology
was used to strengthen the findings of the spatial
analysis by showing a significant association between
the spatial facts and the legal facts, such as evidence
of deforestation payments made by GAR palm oil
plantation companies so as to show that they
continued to log commercial tree species in the
development of their palm oil plantations post the
launch of the GAR FCP on 9 February 2011.

To test the level of transparency on the part of GAR in
the implementation its FCP, which continues to
involve the logging of commercial tree species, the
report refers to relevant GAR update reports and
various other documents published by GAR. Once
again, a spatial and legal-based methodology is used
to assess GAR'’s transparency as regards the
implementation of the FCP and its continued land-
clearing for palm oil plantation development involving
commercial logging tree species.

Meanwhile, as regards the sale of shares of Golden
Agri by the Norwegian Government Pension Fund
Global, the report refers to the Norwegian
Government Pension Fund Global’s holding of equities
as per 31 December 2012.



CONTINUED CLEARING OF
COMMERCIAL TREE SPECIES BY
GOLDEN AGRI COMPANIES

The implementation of the
GAR FCP during the second
year continued to involve
the clearing of commercial
tree species by GAR
companies operating in the
Province of West
Kalimantan.

In the first year of
implementation of the FCP
GAR, three GAR companies
operating in Kapuas Hulu
Regency, West Kalimantan
Province, engaged in the
clearing of commercial tree
species during the
development of their palm
oil plantations.

During the second year of
implementation of the GAR
FCP, four other GAR
companies, this time
operating in Ketapang
Regency in West Kalimantan
Province, were shown to
have conducted land-
clearing operations involving
commercial tree species.



The four companies (PT Agrolestari Mandiri, PT Bangun Nusa Mandiri, PT
Cahaya Nusa Gemilang and PT Kencana Graha Permai) made deforestation
payments in respect of the land-clearing operations involving commercial
tree species.

PT Agrolestari Mandiri (PT AM), one of the four GAR companies referred to
above, made a total of four deforestation payments during the second year
of implementation of the GAR FCP. As regards the levels of deforestation
involved, the amounts paid by the company were quite small.
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The following images show the land-clearing practices
applied by PT AM in its concession include the clearing
of commercial tree species.

Given that the deforestation payments made
during the second year of the GAR FCP were
smaller than in the first year, it is clear that the
GAR FCP has actually reduced deforestation
practices during the development of palm oil
plantations.

Nevertheless, the precise details of the
deforestation that occurred during the
implementation of the GAR FCP need to be
transparently revealed to the public.




GAR also needs to reveal to the public
what its justification is for such
clearing of commercial tree species
involving indicative High Conservation
Value Forest (HCVF) and High Carbon
Stock (HCS) areas in the PT AM
concession and whether or not this
violates its "No-Deforestation
Footprint" pledge — one of the pillars
of the GAR FCP.

1 September 2012

Dt B - -
Source: HCVF Landscape Analysis
(WWEF-Indonesia/July 2011)

Source: Carbon Stock Map of Borneo
(WWF-Indonesia/July 2011)



LAUNCH OF HCS On 13 March 2013, GAR

launched its High Carbon Stock
PILOT PROJECT (HCS) Pilot Project in the palm

oil plantation concession of PT
Kartika Prima Cipta (PT KPC)
located in Kapuas Hulu
Regency, West Kalimantan
Province. PT KPC’s palm oil
plantation permit extends to
20,000 hectares.

The pilot project is certainly a
good example of how such a
project can be undertaken as
part of palm oil plantation
development.

However, GAR also needs to
explain to the public on the
land clearing practices of PT
KPC in the first year of
implementation of the GAR
FCP, which involved the
clearing of commercial tree
species.



The following images show the progress of deforestation in the PT KPC palm oil
plantation concession from before and after the implementation of the GAR FCP.

Deforestation (shown in pink) before implementation
of GAR FCP (31 July 2009)

Land-clearing operations (shown in pink) involving commercial
tree species during implementation of the GAR FCP (13 June 2012)




The evidence of such clearing is to be
found in the deforestation payments
made by PT KPC in respect of the
commercial trees cleared during in
the first year of implementation of

the GAR FCP.
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GAR needs to disclose how
many tons of carbon have
been released into the
atmosphere as a result of
the clearing of natural
forest blocks — albeit
relatively small blocks — by
its palm oil plantation
companies during the first
and second years of
implementation of the FCP.

This is necessary to show
that GAR has successfully
applied low carbon

development in the palm oil

sector as part of the
implementation of the FCP.



FINALLY, THE GOLDEN AGRI COMPANIES
APPLIED FOR FORESTLAND RELINQUISHMENT
AND FORESTLAND SWAP PERMITS TO THE
MINISTRY OF FORESTRY

As a result of the land-use conflict
evident from the spatial planning
maps issued by local governments
and the forestry maps issued by the
central government (Ministry of
Forestry), Government Regulation
No. 60 of 2012 was issued on 6 July
2012.

This Government Regulation
afforded an opportunity for palm oil
plantation companies operating in
designated forest areas, as shown
on the central government’s
forestry maps, to secure forestland
relinquishment and forestland swap
permits in question.



Many view this Government
Regulation as being problematic as
it allows previous legal violations by
palm oil plantation companies to be
whitewashed.

Greenomics Indonesia takes the
view that those palm oil plantation
companies which cleared forestland
without making deforestation
payments to the government are at
least required to pay for forestland
relinquishment and forestland swap
permits under the government
regulation.

The central government views this
as one of the compromise
approaches to resolving the spatial
conflicts that have taken place over
the last 10 years.

With regard to GAR’ s palm oil
plantation concessions in Central
Kalimantan Province, more than 70
percent of them have operations in
the designated forest area, as
shown on the central government’ s
forestry maps. There are also a
number of concessions located
within forestland as designated on
both the maps produced by the
central government and the
provincial government of Central
Kalimantan.

The central government’ s forestry
map reveals that of almost 180,000
hectares of GAR palm oil plantation
concessions in Central Kalimantan
Province, nearly 130,000 hectares
are located on designated
forestland, according to the central
government forestry maps.

As regards the applications by
GAR palm oil plantation
companies for forestland
relinquishment and forestland
swap permits under the
government regulation,
Greenomics Indonesia is of the
view that these applications
signal a willingness on the part
of the GAR companies involved
to pay for the deforestation

that occurred during the
previous period, when no
deforestation payments were
made.

Such a willingness to pay is one
of the requirements for the
issuance of forestland
relinquishment and forestland
swap permits under the
government regulation.




For example, the map below shows the
concession of PT Agrolestari Sentosa (PT AS),
which extends to some 20,000 hectares. This
company, which is owned by GAR, operates
in designated forest areas (based on the
central government forestry maps) in Gunung
Mas Regency, Central Kalimantan Province.

Under Government Regulation No.
60 of 2012, GAR must use the land-
swap mechanism in respect of the
GAR palm oil plantation
concessions that are located in
areas designated as permanent
production forest production
(vellow-colored areas), meaning
that GAR has to provide
replacement land from non-forest
estate to replace the permanent
production forest that is included
in the GAR palm oil plantation
concessions.

GAR is also obliged to make
deforestation payments in respect
of the deforestation that has been
done in such permanent
production forest areas.

Meanwhile, as regards the GAR
palm oil plantation concessions
located in areas designated as
convertible production forest
(pink-colored areas), GAR does not
need to provide replacement land,
but is required to make
deforestation payments for the
logging that is carried out in such
areas.



As one of the requirements for this GAR company’ s application for forestland
relinquishment and forestland swap permits to be processed by the Ministry of Forestry
is the making of deforestation payments in respect of the deforestation conducted
previously, the company had to make deforestation payments in respect of more than
10,000 hectares. The area shown in pink is the deforested area.
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One major concern of Greenomics Indonesia
both prior and subsequent to the launch of
the GAR FCP is that GAR pay for the
deforestation that occurred prior to the
policy’ s launch. With the issuance of the
government regulation referred to above,
which requires the settlement of
deforestation payments for deforestation
that occurred previously before a forestland
relinquishment permit may be issued, this
particular concern of Greenomics Indonesia
has been addressed.

As regards the GAR companies’ applications
for forestland relinquishment permits under
the government regulation, Greenomics
Indonesia sees this as only to be expected
given GAR’ s awareness that such
applications are supported by a firm legal
basis and framework.

Another concern of Greenomics Indonesia in
connection with Government Regulation No.
60 of 2012 relates to the fact that, where a
palm oil plantation is located in a designated
permanent production forest area, the palm
oil plantation company must provide
replacement land of equal area as that
covered by the license for the use of
permanent production forest under the land-
swap mechanism. That is to say, there must
be no diminution in the forestland area. In
the case of forestland relinquishment permits
involving convertible production forest, there
will be a reduction in the forestland area
under the mechanism established by
Government Regulation No. 60 of 2012.

However, it should be remembered that
convertible production forest is specifically
reserved for relinquishment in the interest of
non-forestry uses, such as the development
of palm oil plantations.

As the second largest
palm oil company in the
world, GAR will obviously
not want to see its
business operations
affected by uncertainty
over licensing issues.



NORWEGIAN GOVERNMENT PENSION FUND
OFFLOADS ITS SHARES IN GOLDEN AGRI

The Norwegian Government Pension Fund
Global has sold its shares in Golden Agri and
22 other palm oil companies. As a result,
Golden Agri has no longer listed on the
Norwegian Government Pension Fund
Global’ s holding of equities since 31
December 2012.

The decision the Norwegian Government
Pension Fund Global to sell its shares in
palm oil plantation companies is closely
related to the "climate change risk
management" portfolio published by
Norges Bank Investment Management
(NBIM) - which is responsible for investing
the assets of the Norwegian Government
Pension Fund Global.

One of the main considerations behind the
ditching of palm oil plantation company
shares is the association of such companies
with tropical deforestation.



One of the key considerations in the NBIM’ s climate change risk management policy, and
accordingly in the decision of the Norwegian Government Pension Fund Global to ditch palm oil
shares, is the following: "Does the company disclose information on its tropical forest footprint,
how it monitors its impact on tropical forests over time, and its assessment of whether it poses a
risk to its business operations?”

When we relate this question to the development of palm oil plantations by GAR companies in
Indonesia, it is fair to say that before the introduction of the GAR FCP, GAR palm oil plantation
companies were guilty of tropical deforestation on a massive scale.

However, since the introduction of the FCP, which was launched on 9 February 2011, they are no
longer involved in massive deforestation. However, land-clearing operations involving commercial
tree species continued during the first and second year of implementation the GAR FCP.

As an example, the following
images show the deforestation of a
GAR palm oil plantation company,
PT Paramitra Internusa Pratama
(PT PIP), which operates in Kapuas
Hulu Regency in West Kalimantan
Province, prior to and since the
introduction of the GAR FCP.

It is clear from the images that
land clearing and tropical
deforestation took place on a
massive scale before the
implementation of the GAR FCP.



After the launching of the GAR FCP

After implementation of
the GAR FCP, PT PIP
continued to clear natural
forest blocks involving
commercial tree species,
despite the fact that GAR
had already introduced its
"No Deforestation

Footprint" policy. s
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In reality, should GAR not have introduced its FCP, these
remaining blocks of natural forest would most assuredly
scale. have been cleared, given that GAR is legally entitled to do so.

However, such clearing
was no longer being
conducted on a massive



GAR needs to be more transparent about its “No
Deforestation Footprint” policy, the key
component of the GAR FCP, given that up to the
second year of implementation of the policy, land-
clearing involving the logging of commercial tree
species was still occurring, although on a much
smaller scales, as shown by a significant reduction
in the size of deforestation payments.

We would like to emphasize once again that GAR
needs to focus on one of the questions posed by
the NBIM in its climate change risk management
policy, namely: "Does the company disclose
information on its tropical forest footprint, how it
monitors its impact on tropical forests over time,
and its assessment of whether it poses a risk to its
business operations?”

It is therefore eminently reasonable for
Greenomics Indonesia to urge GAR to enhance
transparency as regards its land-clearing practices,
which continued to involve the logging of
commercial tree species up until the end of the
second year of implementation of the GAR FCP.

Based on Greenomics Indonesia’ s observations on
the reports and press releases issued by GAR on
the implementation of the FCP, it may be
concluded that GAR continued to conceal
deforestation involving the logging of commercial
tree species during the first and second year of
implementation of the FCP.

This, of course, raises a question mark, given that
the GAR FCP was certainly not designed to be
greenwashing strategy or PR-related project, but
rather a model showing that reduced
deforestation practices are possible. And, during
the first and second year of implementation of the
FCP, GAR has proved just that.

The NBIM's climate
change risk
management policy
should be used as a
benckmark on
deforestation and
transparency by GAR
in implementing its
FCP, both prior and
subsequent to the
introduction of the
policy.



Serving as a good learning curve?

If it is claimed that GAR has left "No Deforestation
Footprint" during the first and second year of
implementation of the GAR FCP, such a claim
would be tantamount to lying to ourselves,
because, in fact, there have been blocks of natural
forest — although the area involved is relatively
small — that have been cleared by GAR palm oil
plantation companies through the logging of
commercial tree species. Such practices were still
ongoing as of the end of the second year of the
GAR FCP. This fact is undeniable, as shown by both
the spatial and legal evidence.

Greenomics Indonesia believes that if GAR were to
publish a special report on the tropical
deforestation footprint that has occurred during
the implementation of the GAR FCP, this would be
greatly appreciated by all concerned as it would
prove that a significant reduction in deforestation
has occurred during the two years of
implementation of the GAR FCP.

GAR need not worry about coming clean on the
tropical deforestation footprint that has occurred
during the implementation of the GAR FCP over
the last two years, or about negative public and
market reaction arising from the discrepancy
between the reality and GAR’ s “No Deforestation
Footprint” claim.

GAR undoubtedly has justifications and technical
reasons for clearing small-scale blocks of natural
forest in its palm oil plantation concessions during
the first and second years of implementation of
the GAR FCP. Transparency on the part of GAR as
regards the tropical deforestation footprint that
occurred during the implementation of the FCP
would serve as a good learning curve for both the
public and palm oil industry, particularly in
Indonesia.




* GAR needs to explain the extent of
the reduced deforestation achieved
by its palm oil plantation companies
during the first and second years of
implementation of the GAR FCP.

RECOMMENDATIONS e GAR should transparently disclose

information to the public on the
tropical deforestation footprint
produced by its palm oil plantation
companies during the first and second
years of implementation of the FCP.

* GAR needs to consider publishing its
planned land-clearing operations for
the third year of the GAR FCP so that
the public will have an opportunity to
provide input.



This report is primarily aimed at putting pressure on
Golden Agri to be more transparent about the tropical
deforestation footprint created by its palm oil
plantation companies during the first and second year
of implementation of the Golden Agri’ s Forest
Conservation Policy.

For further mnformation please contact:

Elfian Effendi
Executive Director of Greenomics Indonesia
elfian@greenomics.org



