

















ANNEX 1

RSPO Principles, Criteria and major indicators

Readers are referred to the RSPO website (www.rspo.org) for the full text of RSPO indicators
and related guidance, including national interpretations.

Note: Failure to comply with any one of these major indicators would normally make a company
ineligible for RSPO certification.

Principle 1: Commitment to transparency

Criteria Major Indicators

1.1 Oil palm growers and millers provide adequate informa- Records of requests and responses must be maintained.
tion to other stakeholders on environmental, social and legal
issues relevant to RSPO Criteria, in appropriate languages &
forms to allow for effective participation in decision making.

1.2 Management documents are publicly available, except This concerns management documents relating to environmental,
where this is prevented by commercial confidentiality or where | social and legal issues that are relevant to compliance with RSPO
disclosure of information would result in negative Criteria. Documents that must be publicly avai able include, but are
environmental or social outcomes. not necessarily limited to:

- Land titles/user rights (criterion 2.2).

- Health and safety plan (4.7).

- Plans and impact assessments relating to environmental and
social impacts (5.1, 6.1, 7.1, 7.3).

- Pollution prevention plans (5.6).

- Details of complaints and grievances (6.3).

- Negotiation procedures (6.4).

- Continuous improvement plan (8.1).

Principle 2: Compliance with applicable laws and regulations

Criteria Major Indicators

2.1 There is compliance with all | - Evidence of compliance with relevant legal requirements.

applicable local, national and - A documented system, which includes written information on legal requirements.
ratified international laws and - A mechanism for ensuring that they are implemented.

regulations. - A system for tracking any changes in the law.

The systems used should be appropriate to the scale of the organisation.

2.2 The right to use the land Documents showing legal ownership or lease, history of land tenure and the actual legal
can be demonstrated, and is use of the land.

not legitimately contested by - Evidence that legal boundaries are clearly demarcated and visibly maintained.

local communities with - Where there are, or have been, disputes, additional proof of legal acquisition of title and
demonstrable rights. that fair compensation has been made to previous owners and occupants; and that

these have been accepted with free prior and informed consent.

- Absence of significant land conflict, unless requirements for acceptable conflict
resolution processes (criteria 6.3 and 6.4) are implemented and accepted by the parties
involved.

2.3 Use of the land for oil palm | Maps of an appropriate scale showing extent of recognised customary rights

does not diminish the legal (criteria 2.3, 7.5 and 7.6)

rights, or customary rights, of - Copies of negotiated agreements detailing process of consent (criteria 2.3, 7.5 and 7.6)
other users, without their free,
prior and informed consent.

Principle 3: Commitment to long-term economic and financial viability

Criteria Major Indicators
3.1 There is an implementedmanagement plan that aims to - A documented business or management plan (minimum 3 years).
achieve longterm economic and financial viability. - Annual replanting programme, where applicable, projected for a

minimum of 5 years with yearly review.




Principle 4: Use of appropriate best practices by growers and millers

Criteria

Major Indicators

4.1 Operating procedures
are appropriately docu-
mented and consistently
implemented and
monitored.

- Standard Operating Procedures for estates and mills are documented
- A mechanism to check consistent implementation of procedures is in place.
- Records of monitoring & the actions taken are maintained.

4.2 Practices maintain soil
fertility at, or where possible
improve soil fertility to, a
level that ensures optimal
and sustained yield.

- Records of fertilizer inputs are maintained.
- Evidence of periodic tissue and soil sampling to monitor changes in nutrient status.
- A nutrient recycling strategy should be in place.

4.3 Practices minimise and
control erosion and
degradation of soils.

- Maps of fragile soils must be available.

- A management strategy should exist for plantings on slopes above a certain limit (needs to be soil
and climate specific).

- Presence of road maintenance programme.

- Subsidence of peat soils should be minimised under an effective and documented water
management programme.

- A management strategy should be in place for other fragile and problem soils (e.g. sandy, low organic
matter, acid sulfate soils)

4.4 Practices maintain the
quality and availability of
surface and ground water.

- An implemented water management plan.

- Protection of water courses and wetlands, including maintaining and restoring appropriate riparian
buffer zones.

- Monitoring of effluent BOD.

- Monitoring of mill water use per tonne of FFB .

4.5 Pests, diseases, weeds
and invasive introduced
species are effectively
managed using appropriate
Integrated Pest Management
(IPM) techniques.

- An IPM plan is documented and current.

- Monitoring extent of IPM implementation including training.

- Monitoring of pesticide toxicity units (a.i./LD 50 per tonne of FFB or per hectare). Due to problems in
the accuracy of measurement, monitoring of pesticide toxicity is not applicable to smallholders.

4.6 Agrochemicals are
used in a way that does not
endanger health or the
environment. There is no
prophylactic use of pesti-
cides, except in specific
situations identified in
national Best Practice
guidelines. Where agro-
chemicals are used that
are categorised as World
Health Organisation Type
1A or 1B, or are listed by
the Stockholm or Rotterdam
Conventions, growers are
actively seeking to iden-
tify alternatives, and this is
documented.

- Justification of all agrochemical use.

- Records of pesticide use (including active ingredients used, area treated, amount applied per ha and
number of applications).

- Documentary evidence that use of chemicals categorised as World Health Organisation Type 1A or
1B, or listed by the Stockholm or Rotterdam Conventions, and paraquat, is reduced and/or eliminated.
- Use of selective products that are specific to the target pest, weed or disease and which have
minimal effect on non-target species should be used where available. However, measures to avoid the
development of resistance (such as pesticide rotations) are applied.

- Chemicals should only be applied by qualified persons who have received the necessary training and
should always be applied in accordance with the product label. Appropriate safety equipment must be
provided and used. All precautions attached to the products should be properly observed, applied, and
understood by workers. Also see criterion 4.7 on health and safety.

- Storage of all chemicals as prescribed in FAO or GIFAP Code of Practice (see Annex1). All chemical
containers must be properly disposed of and not used for other purposes (see criterion 5.3).

- Application of pesticides by proven methods that minimise risk and impacts. Pesticides are applied
aerially only where there is a documented justification.

- Proper disposal of waste material, according to procedures that are fully understood by workers and
managers. Also see criterion 5.3 on waste disposal.

- Specific annual medical surveillance for pesticide operators, and documented action to eliminate
adverse effects.

- No work with pesticides for pregnant and breast-feeding women.

4.7 An occupational health
and safety plan is docu-
mented, effectively commu-
nicated and implemented.

The health and safety plan covers the following:

- A health and safety policy, which is implemented and monitored.

- All operations where health and safety is an issue have been risk assessed and procedures and
actions are documented and implemented to address the identified issues. All precautions attached to
products should be properly observed and applied to the workers.

- All workers involved in the operations have been adequately trained in safe working practices (see
also criterion 4.8). Adequate and appropriate protective equipment should be available to labourers

at the place of work to cover all potentially hazardous operations, such as pesticide application, land
preparation, harvesting and, if it is used, burning.

- The responsible person should be identified. There are records of regular meetings between the
responsible person and workers where concerns of all parties about health, safety and welfare are
discussed. Records detailing the occurrence and issues raised should be kept.

- Accident and emergency procedures should exist and instructions should be clearly understood by all
workers. Accident procedures should be available in the appropriate language of the workforce.
Assigned operatives trained in First Aid should be present in both field and other operations and first
aid equipment should be available at worksites. Records should be kept of all accidents and
periodically reviewed. Workers should be covered by accident insurance.

- Recording of occupational injuries. Suggested calculation: Lost Time Accident (LTA) rate

(either specify acceptable maximum, or demonstrate downward trend).

4.8 All staff, workers, small-
holders and contractors are
appropriately trained.

- A formal training programme that includes regular assessment of training needs and documentation
of the programme.

- Records of training for each employee are kept. The training programme should be appropriate

to the scale of the organisation.




Principle 5: Environmental responsibility and conservation of natural
resources and biodiversity

Criteria

Major Indicators

5.1 Aspects of plantation and mill
management, including replanting,
that have environmental impacts are
identified, and plans to mitigate the
negative impacts and promote the
positive ones are made, implemented
and monitored, to demonstrate con-
tinuous improvement.

- Documented impact assessment.
- Where the identification of impacts requires changes in current practices, in order to
mitigate negative effects, a timetable for change should be developed.

5.2 The status of rare, threatened or
endangered species and high
conservation value habitats, if any,
that exist in the plantation or that
could be affected by plantation or
mill management, shall be identified
and their conservation taken into
account in management plans and
operations.

Information should be collated that includes both the planted area itself and relevant wider
landscape-level considerations (such as wildlife corridors). This information should cover:

- Presence of protected areas that could be significantly affected by the grower or miller.

- Conservation status (e.g. IUCN status), legal protection, population status and habitat
requirements of rare, threatened, or endangered species, that could be significantly affected
by the grower or miller.

- Identification of high conservation value habitats, such as rare and threatened ecosystems,
that could be significantly affected by the grower or miller. If rare, threatened or endangered
species, or high conservation value habitats, are present, appropriate measures for
management planning and operations will include:

- Ensuring that any legal requirements relating to the protection of the species or

habitat are met.

- Avoiding damage to and deterioration of applicable habitats.

- Controlling any illegal or inappropriate hunting, fishing or collecting activities; and
developing responsible measures to resolve human-wildlife conflicts

(e.g., incursions by elephants).

5.3 Waste is reduced, recycled,
re-used and disposed of in an
environmentally and socially
responsible manner.

- Documented identification of all waste products and sources of pollution.

- Safe disposal of pesticide containers.

- Having identified wastes, a waste management and disposal plan must be developed
and implemented, to avoid or reduce pollution.

5.4 Efficiency of energy use and use
of renewable energy is maximised.

- Monitoring of renewable energy use per tonne of CPO or palm product in the mill.
- Monitoring of direct fossil fuel use per ton of CPO (or FFB where the grower has no mill)

Use of fire for waste disposal and

for preparing land for replanting is
avoided except in specific situations,
as identified in the ASEAN guidelines
or other regional best practice.

- Documented assessment where fire has been used for preparing land for replanting.

5.5 Plans to reduce pollution and
emissions, including greenhouse
gases, are developed, implemented
and monitored.

- An assessment of all polluting activities must be conducted, including gaseous emissions,
particulate/soot emissions and effluent (see also criterion 4.4). Significant pollutants and
emissions must be identified and plans to reduce them implemented.

- A monitoring system must be in place for these significant pollutants which goes beyond
national compliance.

- The treatment methodology for POME is recorded.

Note: RSPO needs to address all issues relating to Greenhouse Gas emissions, as set out
in the Preamble to this document.

Principle 6: Responsible consideration of employees and of individuals
and communities affected by growers and mills

Criteria

Major Indicators

6.1 Aspects of plantation and mill
management, including replanting,that
have social impacts are identified in a
participatory way, and plans to mitigate
the negative impacts and promote the
positive ones are made,implemented
and monitored, to demonstrate
continuous improvement.

- A documented social impact assessment including records of meetings.

- Evidence that the assessment has been done with the participation of affected parties.
Participation in this context means that affected parties are able to express their views
through their own representative institutions, or freely chosen spokespersons, during
the identification of impacts, reviewing findings and plans for mitigation, and

monitoring the success of implemented plans.

- A timetable with responsibilities for mitigation and monitoring, reviewed and updated
as necessary, in those cases where the assessment has concluded that changes should
be made to current practices.

- Particular attention paid to the impacts of outgrower schemes (where the plantation
includes such a scheme).




Principle 6 continued

Criteria

Major Indicators

6.2 There are open and transparent
methods for communication and
consultation between growers and/or
millers, local communities and other
affected or interested parties.

- Documented consultation and communication procedures.

- A nominated management official responsible for these issues.

- Maintenance of a list of stakeholders, records of all communication and records of
actions taken in response to input from stakeholders.

6.3 There is a mutually agreed and
documented system for dealing with
complaints and grievances, which
is implemented and accepted by all
parties.

- The system resolves disputes in an effective, timely and appropriate manner.
- Documentation of both the process by which a dispute was resolved and the outcome.
- The system is open to any affected parties.

6.4 Any negotiations concerning
compensation for loss of legal or
customary rights are dealt with through
a documented system that enables
indigenous peoples, local communities
and other stakeholders to express their
views through their own representative
institutions.

- Establishment of a procedure for identifying legal and customary rights and a procedure
for identifying people entitled to compensation.

- A procedure for calculating and distributing fair compensation (monetary or otherwise)
is established and implemented. This takes into account gender differences in the power
to claim rights, ownership and access to land; differences of transmigrants and long-
established communities; differences in ethnic groups’ proof of legal versus communal
ownership of land.

- The process and outcome of any negotiated agreements and compensation claims is
documented and made publicly available.

6.5 Pay and conditions for employees
and for employees of contractors
always meet at least legal or industry
minimum standards and are sufficient
to provide decent living wages.

- Documentation of pay and conditions.

- Labour laws, union agreements or direct contracts of employment detailing payments and
conditions of employment (e.g., working hours, deductions, overtime, sickness, holiday
entitlement, maternity leave, reasons for dismissal, period of notice, etc) are available in
the languages understood by the workers or explained carefully to them by

a management official.

- Growers and millers provide adequate housing, water supplies, medical, educational and
welfare amenities to national standard or above, where no such public facilities are
available or accessible (not applicable to smallholders).

6.6 The employer respects the right

of all personnel to form and join trade
unions of their choice and to bargain
collectively. Where the right to freedom
of association and collective bargaining
are restricted under law, the employer
facilitates parallel means of independent
and free association and bargaining for
all such personnel.

- A published statement in local languages recognizing freedom of association.
- Documented minutes of meetings with main trade unions or workers representatives.

6.7 Children are not employed or
exploited. Work by children is acceptable
on family farms, under adult supervi-
sion, and when not interfering with
education programmes. Children are
not exposed to hazardous working
conditions.

- Documentary evidence that minimum age requirement is met.

6.8 Any form of discrimination based
on race, caste, national origin, religion,
disability, gender, sexual orientation,
union membership, political affiliation,
or age, is prohibited.

- A publicly available equal opportunities policy including identification of relevant/affected
groups in the local environment.

- Evidence that employees and groups including migrant workers have not been
discriminated against.

6.9 A policy to prevent sexual harass-
ment and all other forms of violence
against women and to protect their
reproductive rights is developed and
applied.

- A policy on sexual harassment and violence and records of implementation.
- A specific grievance mechanism is established.

6.10 Growers and mills deal fairly and
transparently with smallholders and
other local businesses.

- Current and past prices paid for FFB shall be publicly available.

- Pricing mechanisms for FFB and inputs/services shall be documented (where these
areunder the control of the mill or plantation).

- Evidence shall be available that all parties understand the contractual agreements they
enter into, and that contracts are fair, legal and transparent.

- Agreed payments shall be made in a timely manner.

6.11 Growers and millers contribute to
local sustainable development
wherever appropriate.

- Demonstrable contributions to local development that are based on the results of
consultation with local communities.




Principle 7: Responsible development of new plantings

Criteria

Major Indicators

7.1 A comprehensive and participatory
independent social and environmental
impact assessment is undertaken prior to
establishing new plantings or operations,
or expanding existing ones, and the results
incorporated into planning, management
and operations.

- Independent impact assessment, undertaken through a participatory methodology
including external stakeholder groups.

- Appropriate management planning and operational procedures.

- Where the development includes an outgrower scheme, the impacts of the scheme
and the implications of the way it is managed should be given particular attention.

7.2 Soil surveys and topographic information
are used for site planning in the establish-
ment of new plantings, and the results are
incorporated into plans and operations.

- Soil suitability maps or soil surveys adequate to establish the long-term suitability
of land for oil palm cultivation should be available.

- Topographic information adequate to guide the planning of drainage and irrigation
systems, roads and other infrastructure should be available.

7.3 New plantings since November 2005,
have not replaced primary forest or any
area required to maintain or enhance one
or more High Conservation Values.

- An HCV assessment, including stakeholder consultation, is conducted prior to any
conversion.
- Dates of land preparation and commencement are recorded

7.4 Extensive planting on steep terrain, and/
or on marginal and fragile soils, is avoided.

- Maps identifying marginal and fragile soils, including excessive gradients and peat
soils, should be available.

- Where limited planting on fragile and marginal soils is proposed, plans shall be
developed and implemented to protect them without incurring adverse impacts.

7.5 No new plantings are established on
local peoples’ land without their free, prior
and informed consent, dealt with through a
documented.

Refer to criteria 2.2, 2.3, 6.2, 6.4 and 7.6 for indicators and guidance on compliance.

7.6 Local people are compensated for any
agreed land acquisitions and relinquishment
of rights, subject to their free, prior and
informed consent and negotiated
agreements.

- Documented identification and assessment of legal and customary rights.

- Establishment of a system for identifying people entitled to compensation.

- Establishment of a system for calculating and distributing fair compensation
(monetary or otherwise).

- Communities that have lost access and rights to land for plantation expansion are
given opportunities to benefit from plantation development.

- The process and outcome of any compensation claims should be documented and
made publicly available.

- This activity should be integrated with the SEIA required by 7.1.

7.7 Use of fire in the preparation of new
plantings is avoided other than in specific
situations, as identified in the ASEAN
guidelines or other regional best practice.

- No evidence of land preparation by burning.

- Documented assessment where fire has been used for preparing land for planting.
- Evidence of approval of controlled burning as specified in ASEAN guidelines or
other regional best practice.

- This activity should be integrated with the SEIA required by 7.1.

Principle 8: Commitment to continuous improvement in key areas

of activity

Criteria

Major Indicators

8.1 Growers and millers regularly
monitor and review their activities and
develop and implement action plans that
allow demonstrable continuous
improvement in key operations.

The action plan for continual improvement should be based on a consideration of the
main social and environmental impacts and opportunities of the grower/mill, and
should include a range of indicators covered by these principles and criteria. As a
minimum, these must include, but not necessarily be limited to:

- Reduction in use of certain chemicals (criterion 4.6).

- Environmental impacts (criterion 5.1).

- Waste reduction (criterion 5.3).

- Pollution and emissions (criterion 5.6).

- Social impacts (6.1).




Annex 2

Quick assessment checklist — palm oil - upstream
companies (producers)

This checklist is intended to be used by "deal teams" in preliminary negotiations with a company to
assess the company’s commitment and capacity on sustainability issues. This is intended to be
indicative only and should complement similar "early-stage" queries on commercial viability.

QUERY

WHAT THE RESPONSE INDICATES

Is the company a member of the
Roundtable on Sustainable Palm
Oil (RSPO)?

Producer members are required to work towards implementing
the RSPO principles and criteria in their mills and plantations
and report on their progress. You can check the RSPO website
(www.rspo.org) to see if they have reported on their progress.

Are all or some of the company’s
plantations RSPO-certified?

To achieve certification a mill and the surrounding plantations
must have undergone an independent audit to verify compliance
with the RSPO principles and criteria. These cover a wide range
of sustainability issues including legal compliance, long term
financial viability, continuous improvement of management
practices, environmental impact, labour issues, indigenous
peoples’ rights and stakeholder consultation.

Has the company set targets for
achieving RSPO certification of
all its plantations?

Achieving certification usually requires a transition strategy to
build new capacities in the company, improve practices, and
conduct various social and environmental assessments and
planning processes. Thus not all companies can achieve
certification overnight. The company should, though, have a
time-bound commitment to achieve certification across all its
plantations and mills. Ideally, this commitment should be backed
by baseline appraisal of each operational unit and a stepwise
plan to close the gaps identified in the appraisal to achieve
certification.

Is the company planning to
establish new plantations or
expand existing ones? If yes,
what steps will it take to
manage environmental

and social impacts?

The RSPO principles and criteria prohibit the expansion of
plantations into primary forests and areas with "high conservation
values". They also require stakeholder consultations and the
free, prior informed consent of indigenous peoples with rights
over the area. If new plantations disregard such requirements
they are likely to generate disputes and controversy, as well as
being disqualified from RSPO certification once they become
operational.

Has the company implemented
an environmental (and /or social)
management system?

A management system is important to ensure that the company
has processes and controls governing its operations. Good
systems will refer to industry good practices and may have third-
party certification of management systems e.g. ISO 14001.

Has the company been the
subject of complaints, negative
media reports, or protests by
NGOs, or local communities?

It is important to understand the nature and scope of such
opposition. Determine whether the views of critics are credible
and whether they represent local or international perspectives.




Annex 3

Quick assessment checklist — palm oil - down-
stream companies (manufacturers, refiners, traders
and buyers of products containing palm oil)

This checklist is intended to be used by "deal teams" in preliminary negotiations with a company
to assess the company’s commitment and capacity on sustainability issues. This is intended to be
indicative only and should compliment similar "early-stage" queries on commercial viability.

QUERY

WHAT THE RESPONSE INDICATES

Is the company a member of the
Roundtable on Sustainable Palm
Oil (RSPO)?

Downstream RSPO members are required to report their
progress in promoting the RSPO principles. You can check the
RSPO website (www.rspo.org) to see if they have reported on
their progress.

Does the company have a public
policy on responsible palm oll
procurement?

Such a policy is evidence that the company is aware of the repu-
tation and market access risks associated with the sale or use of
products containing unsustainable palm oil. In essence the policy
should include a commitment to phasing out all trade in palm oil
that is not produced in compliance with the RSPO principles. A
strong policy will include a target of achieving

100% certified supply of palm oil by a specific date.

Is the company encouraging
its suppliers to provide
RSPO-certified palm oil?

If the company is serious about implementing its policy, it will
have targets, plans and systems to progressively increase the
proportion of RSPO-certified palm oil in its supply chains. This
would include a plan to phase out suppliers that are not able to
supply RSPO-certified palm oil or products containing the same.

Has the company implemented
an environmental (and /or social)
management system?

A management system is important to ensure that the company
has processes and controls governing its operations. Good
systems will refer to industry good practices and may have third
party certification of management systems e.g. ISO 14001.

Has the company been the
subject of complaints, negative
media reports, or protests by
NGOs, or consumer
associations?

Such controversy should put you on alert. That said, it is
important to understand the nature and scope of the opposition
and to determine if the views of critics are credible and represent
local or international perspectives.




ANNEX 4

Model client questionnaire

The following is a model questionnaire that would be sent to potential clients seeking finance or
existing clients prior to a review. These clients would need to complete and return the questionnaire to
your financial institution as one input to the screening process.

The questionnaire comprises four parts:

- General information

- Established upstream production units

- Proposed new upstream production units
- Downstream operations

Note to clients about the purpose of the questionnaire:

This questionnaire is designed to help XYZ assess your company’s compliance with XYZ’s responsible
palm oil policy. We would be grateful if you could provide the requested information and supporting
documents and answer all questions relevant to your company’s circumstances. If you have any
questions, XYZ’s contact person is (insert name, position, telephone number and email address).

If your company is part of a larger corporate group and its sister companies or subsidiaries also
participate in the palm oil sector, please first discuss the corporate structure with our credit risk
assessors. XYZ may decide to treat your corporate group (or parts of it) as a single unit for the purpose
of applying XYZ’s palm oil policy. In that case, you should complete this questionnaire on behalf of the
whole corporate group or the part of it so determined.



n
o

1. General information
Please nominate your contact person on matters relating to compliance with our banks sustainable palm oil investment policy:

Name: Email:

Position: Telephone:

Is your company a member of the RSPO? Please attach a map showing the location of the production units listed in the following tables.

2. Established upstream production units

Please complete the following table by listing each production unit (ie. CPO mill and the plantations that supply it) owned or managed by your company and filling in the columns for
that unit. Please see guidance materials on classification of status of compliance with RSPO criteria. Please include any production units that your company is in the process of buying or
otherwise acquiring.

Name of unit Location (province/state Capacity of Plantation Year of first | Status of compliance with RSPO Supporting documenta- Other comments
and country) CPO mill Area harvest criteria tion
(check relevant category () V. provided

[1 RSPO certified

[l In-progress

[1 Not certified or in-progress
[1 Not yet assessed

[1 RSPO certified

[ In-progress

[1 Not certified or in-progress
[1 Not yet assessed

Download this form at www.panda.org/palmoilfinancing
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4. Downstream operations

Please complete the following table by listing each of your company’s downstream operations in the palm oil sector (i.e. businesses that refine palm oil or
trade, manufacture or make industrial use of products containing palm oil).

Name of HQ location Palm oil sector activities (check one or more () v Other comments
business operation (province/state and country)

o trading in palm oil products (including oleochemicals);
o crushing palm kernels;

o refining palm oil and/or palm kernel oil;
o production of oleochemicals;

o food production;

o production of soaps and detergents

o production of cosmetics;

o production of biofuel;

o electricity generation;

o retailing

o other, please specify ..........

o trading in palm oil products (including oleochemicals);
o crushing palm kernels;

o refining palm oil and/or palm kernel oil;
o production of oleochemicals;

o food production;

o production of soaps and detergents

o production of cosmetics;

o production of biofuel;

o electricity generation;

o retailing

o other, please specify ..........

Questions concerning your company’s downstream operations 3. What is your estimate of the total volume of palm oil entering your company’s supply chains?

___tonnes per year

1. Do you have a policy for the responsible purchasing of palm oil ?

4. What proportion of this is sourced from RSPO certified production units?
%

[ YES (If yes, please provide a copy of your policy or specify your weblink.) [ | NO

2. Does it cover all of the above listed business operations? . . . . .
5. Have you set targets for progressively increasing the proportional amount of palm oil within

[1'YEs L] NO (If no, please specify the scope of the policy.) your company’s supply chains that is sourced from RSPO-certified production units?
L] YES (If yes, please describe your target.) [ | NO

Download this form at www.panda.org/palmoilfinancing



ANNEX 5

Model set of palm oil sector sustainability
covenants

Special Clause #. Palm Oil Sector Sustainability Covenants

#.1 With respect to each production unit identified in Schedule X1, the borrower shall do all things
reasonably necessary to maintain the unit’s certificate of compliance with the RSPO principles and criteria.

#.2 With respect to each production unit identified in Schedule X2, the borrower shall do all things
reasonably necessary to implement the action plan referenced in the schedule, to meet the progress
targets specified in the plan and to achieve a certificate of compliance with the RSPO principles
and criteria before the date specified in the schedule.

#.3 With respect to each planned new production unit, or significant expansion of plantation area or mill
capacity in existing production unit, identified in Schedule X3, the borrower shall do all things reasonably
necessary to implement the RSPO alignment plan referred to in the Schedule and to achieve a certificate
of compliance with the RSPO principles and criteria within six months of the production unit becoming
operational.

#.4 With respect to the downstream operations specified in Schedule X4, the borrower shall do all
things reasonably necessary to progressively increase the volume of palm oil within its supply chains
that is sourced from the RSPO-certified production units as a proportion of the total volume of palm oil
entering those supply chains and to meet the targets specified in the schedule.

#.5 The borrower shall verify its compliance with the covenants in this clause by furnishing the bank
with the reports and documents specified in Schedule X1, X2, X3 and X4 and shall permit the bank

or its nominated agents to conduct such audits and inspections of the borrower’s production units and
operations as the bank considers necessary to verify the facts and opinions stated in such reports and documents.

Schedule X1 (RSPO certified production units)

Name of RSPO certified production unit

Location (province/state and country)

Item Due date for submission of item
to the bank

Copies of successive certificates of compliance with the Within 30 days of receipt of the

RSPO criteria and indicators. certificate by the borrower.

Summary reports prepared by the relevant certifying Within 30 days of receipt of the

body outlining the results of each successive certifica- summary report by the borrower.

tion assessment (including monitoring or surveillance
assessments). The report shall include a summary of
findings, any identified non-compliances, and issues
raised by stakeholder consultation.

Download this form at www.panda.org/palmoilfinancing
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Schedule X2 (production units in progress to compliance with RSPO criteria)

Name of production Location (province/ Action plan reference  Date before which
unit. state and country). number and date of RSPO certification to be
bank approval. achieved.

Reports and documents to be furnished to the bank for each of the abovementioned production units -

Item

Due date for submission of item
to the bank

Successive iterations of the borrower’s action plan to
achieve compliance with RSPO criteria and indicators
with respect to the unit.

Annual reports on progress achieved in implementing
the action plan prepared by an RSPO-accredited certifi-
cation body or other suitably qualified person approved
by the bank. The report shall include a summary of the
borrower’s progress in implementing the action plan,
any identified non-compliances, issues raised by
stakeholder consultation and any recommended
corrective actions or modifications to the action plan.

Copy of certificate of compliance with the RSPO
criteria and indicators (upon successful completion
of the action plan).

Within 30 days of each modification
of the action plan.

(insert due date for the first annual
report) and thereafter respective annual
reports are due on the anniversary of
that date.

Within 30 days of receipt of the
certificate by the borrower.

Schedule X3 (proposed new production units or significant expansions of existing units)

Name of planned new production Location (province/state RSPO alignment plan

unit or unit to be expanded. and country).

reference number and date
of bank approval.




Reports and documents to be furnished to the bank for each of the abovementioned production units -

Item

Due date for submission of item
to the bank

Successive iterations of the borrower’s RSPO
alignment plan.

Six-monthly reports on progress in implementing the
RSPO alignment plan. The reports shall include a sum-
mary of the borrower’s progress in implementing the
action plan, a list of draft and final versions of outputs
completed during the reporting period, acknowledge-
ment and justification for any slippage in plan imple-
mentation and any proposed corrective actions or
modifications to the action plan.

Copies of outputs (drafts or final versions) specified in
the RSPO alignment plan as requested by the bank.

Copy of certificate of compliance with the RSPO crite-
ria and indicators (after commencement of operations).

Within 30 days of each modification of
the plan.

(insert due date for the first report) and
thereafter successive reports are due at
six monthly intervals.

Within 30 days of the bank requesting a
copy of a given output.

Within 30 days of receipt of the certifi-
cate by the borrower.

Schedule X4 (downstream operations in the palm oil sector and targets for increasing the
proportion of palm oil within the borrower’s supply chains that is sourced from the RSPO-

certified production units) .

Note: leave blank if borrower has no downstream operations in the palm oil sector

Downstream Downstream Downstream Downstream
business business business business
unit 1 unit 2 unit 3 unit 4
(insert name (insert name (insert name (insert name
and HQ and HQ and HQ and HQ
location) location) location) location)

Baseline specify year ..........

Estimated total quantity of
palm oil (tonnes per annum)

Total quantity of RSPO certified
palm oil (tonnes per annum)

Proportion

%

%

%

%

Year 1 target

Total quantity of palm oil

Total quantity of RSPO certified
palm oil

Proportion

%

%

%

%

Proportion

%

%

%

%
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Schedule X4 continued

Downstream Downstream Downstream Downstream
business business business business
unit 1 unit 2 unit 3 unit 4
(insert name (insert name (insert name (insert name
and HQ and HQ and HQ and HQ
Location) Location) Location) Location)

Year 2 target

total quantity of palm oil

Total quantity of RSPO certified

palm oil

Proportion % % % %

Year 3 target

total quantity of palm oil

Total quantity of RSPO certified

palm oil

Proportion % % % %

Reports and documents to be furnished to the bank for each of the business units mentioned

in schedule X4 -

Item

Due date for submission of item
to the bank

Successive iterations of the borrower’s responsible
palm oil procurement policy and related action plan
and targets.

Yearly reports on progress in implementing the
responsible palm oil procurement policy and related
action plan. The report shall include a summary of the
borrower’s progress in implementing the action plan, an
estimate of the volume of palm oil entering its supply
chains that is sourced from RSPO-certified production
units as a proportion of the total volume of palm oil
entering its supply chains, acknowledgement and
justification for any slippage in plan implementation
and any proposed corrective actions or modifications
to the action plan or targets.

Within 30 days of each modification of
the policy or plan.

(insert due date for the first annual
report) and thereafter respective annual
reports are due on the anniversary of
that date.




ANNEX 6

Model template for an RSPO alignment plan for proposed new upstream
production units or expansion of existing units

RSPO alignment plan for (insert name of project)
Note: This template should be used to document a separate alignment process for each planned new
production unit or significant expansion of plantation area or mill capacity in existing production unit.
Activity Output Re- Budget and | Timing (specify
lated person starting month for
RSPO responsible | activity, and expected
criteria completion dates for
draft and final outputs)
1. ESIA
Assess Environmental and social 71
environmen- baseline study
tal and
social
baseline
conditions
Identify Documented impact assessment 5.1,5.2,
potential 71,7.3
environmen- Analysis of primary forest and High
tal and social | Conservation Values present in the
impacts site and surrounding area
Compare Report on alternative options for 71
feasible CPO mill and plantations and
alternative impacts associated with each
sites, tech-
nologies, and
designs
Identify Recommended practices to — 4.2, 4.3,
preventive, » maintain soil fertility 4.4, 45,
mitigating, * minimise and control soil erosion 5.2,5.3,
and and degradation 54,55,
compen- * maintain the quality and availability | 5.6, 6.1,
satory of surface and ground water 71,7.2,
measures * ensure agrochemicals do not 7.3,7.4,
endanger the environment 7.5
« conserve endangered species
» maintain high conservation values
« ensure Waste is reduced,
recycled, re-used and disposed of
in an environmentally and socially
responsible manner
« Efficiency of energy use
* Avoid use of fire for waste
disposal and for preparing land for
replanting is avoided
» Avoid extensive planting on steep
terrain, and/or on marginal and
fragile soils
« reduce pollution and emissions,
including greenhouse gases
» mitigate negative social impacts
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Annex 4: Continued

procedures with adequate
safeguards and
provisions on —

» Pay and conditions

« child labour

* equal opportunities

« sexual harassment and
violence in the workplace

Activity Output Re- Budget and | Timing (specify
lated person re- starting month for
RSPO sponsible activity, and expected
criteria completion dates for
draft and final outputs)
Public consultation and Records of consultation 1.1, 6.1,
disclosure processes showing the 6.2, 6.4,
participation of affected 71,75
parties including requests
and concerns raised and
company responses
Design monitoring system Monitoring Plan 51,71,
8.1
2. Operational Plans
Planning to ensure long-term A documented business 3.1
economic and financial viability or management plan
(minimum 3 years)
Planning to ensure pests, dis- IPM plan 4.5
eases, weeds and invasive in-
troduced species are effectively
managed using appropriate
Integrated Pest Management
(IPM) techniques.
Planning to ensure occupational | An occupational health 4.7
health and safety and safety plan
Training needs assessment for Training plan 4.8
staff, workers, smallholders and
contractors
Development of open and trans- | Documented consulta- 6.2
parent methods for communica- tion and communication
tion and consultation between procedures.
growers and/or millers, local
communities and other affected
or interested parties.
Development of a system for A documented dispute 6.3
dealing with complaints and resolution system.
grievances, that is acceptable Documentation of the
to all parties. process by which any
disputes are resolved and
the outcome.
Facilitate the rights of personnel to | A published statement in 6.6
independent and free associa- local languages recogniz-
tion and collective bargaining. ing freedom of associa-
tion
Develop equitable personnel Publicly available 6.5, 6.8,
policies and procedures personnel policies and 6.9,6.10




Annex 4: Continued

and procedures

and procedures with
adequate safeguards
and provisions on —

» Pay and conditions
« child labour

* equal opportunities
» sexual harassment
and violence in the
workplace

Activity Output Re- Budget and | Timing (specify
lated person re- starting month for
RSPO sponsible activity, and expected
criteria completion dates for
draft and final outputs)
3. Land acquisition
Identification and resolu- Court order or 2.2
tion of any land conflicts settlement agreement
resolving the conflict,
or conflict resolution
processes underway
Identify the extent of legal Maps showing extent | 2.3, 6.4,
or customary rights, of of recognised 7.5,7.6
other users of the land customary rights
Establishment of a proce- a procedure for 6.4
dure for identifying legal identifying legal and
and customary rights and customary rights and
a procedure for identifying | a procedure for iden-
people entitled to tifying people entitled
compensation. to compensation
Negotiations with individu- | The process and 2.3,6.4,
als or communities with outcome of any ne- 75,76
legal or customary rights, gotiated agreements
to secure their free, prior and compensation
and informed consent claims is documented
and made publicly
available.
Agreeing and paying fair Agreements providing | 2.2
compensation to previous for fair compensation
owners and occupants of of previous owners
the land, and occupants.
Documentation
that demonstrates
above agreements
negotiated on the
basis of free and prior
informed consent
Obtaining legal rights to Title deeds, lease 2.2
the land or other documents
conferring the right to
occupy the land
Develop equitable Publicly available 6.5, 6.8,
personnel policies personnel policies 6.9,6.10
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Annex 4: Continued

procedures to identify ar-
eas over which consent for
planting has been withheld
by local communities with
legal or customary rights
(to be closely

integrated with ESIA and
land acquisition process).

identifying and
marking boundaries
of excluded areas
agreed with local
communities and
implemented.

Boundaries of exclud-
ed areas are marked
and mapped

Activity Output Re- Budget and | Timing (specify
lated person re- starting month for
RSPO sponsible activity, and expected
criteria completion dates for

draft and final outputs)

4. Land surveys and preparation

Soil surveys and topographic | Results are incorpo- 7.2

mapping for site planning rated into plans and

(to be closely integrated operations.

with ESIA process)

Identify any primary forest | Maps of areasinand | 7.3

or area containing one or around the site to be

more High Conservation maintained in natural

Values on which palm oil condition and not

cannot be planted (to be replaced with palm oil

closely integrated with

ESIA process)

Identify areas of steep ter- | Maps ofareasinand | 7.4

rain and marginal and frag- | around the site where

ile soils where extensive extensive planting is

planting is to be avoided to be avoided

(to be closely integrated

with ESIA process)

Develop and implement Procedures for 7.5

5.Monitoring and reporting

Quarterly reviews of
implementation of this
RSPO alignment plan

Corrective actions
identified and imple-
mented to ensure the
outputs (plans, poli-
cies, procedures and
recommendations)
of the RSPO align-
ment process are of
sufficient rigour and
feasibility to enable
the production unit to
achieve compliance
with RSPO criteria.

Monitor and report
progress in process
implementation

Six-monthly progress
reports including jus-
tification for any slip-
pages and proposed
corrective actions




ANNEX 7: GLOSSARY

Accreditation: Third-party attestation related to a certification body conveying formal demonstration of
its competence to carry out specific certification tasks.

Certification refers to an assessment process that leads to the issue of a certificate by an independent
party, which verifies that a production unit to a defined standard. In the case of RSPO certification the
relevant production unit is a CPO mill and the plantations that supply it.

Certification body: Third party that assesses and certifies the conformity of organisations with respect
to published standards or other normative documents.

Crude palm oil (CPO): Oil derived from the fibrous pulp or mesocarp of the oil palm
(Elaeis guineensis Jacq.).

Customary rights: Patterns of longstanding community land and resource usage in accordance with
indigenous peoples’ customary laws, values, customs and raditions, including seasonal or cyclical use
rather than formal legal title to land and resources issued by the State. (From World Bank Operational
Policy 4.10).

Downstream companies are those involved in refining palm oil or trading, manufacturing or using
products containing palm oil.

Environmental and Social Impact Assessment (ESIA): A process of predicting and evaluating the
environmental and social effects of an action or series of actions on the environment, then using the
conclusions as a tool in planning and decision-making.

Fresh fruit bunches (FFB) refers to freshly harvested, unprocessed bunches of oil palm fruit.

High Conservation Values (HCVs) are the following attributes of a forest or other ecosystem:

e HCV1.: globally, regionally or nationally significant concentrations of biodiversity values (e.g.
endemism, endangered species).

e HCV2: globally, regionally or nationally significant large landscape level forests, contained within,
or containing the management unit, where viable populations of most if not all naturally occurring
species exist in natural patterns of distribution and abundance.

* HCV3: rare, threatened or endangered ecosystems.

e HCV4: provision of basic services of nature in critical situations (e.g. watershed protection, erosion
control).

* HCVS5: fundamental to meeting basic needs of local communities (e.g. subsistence, health).

» HCVG: critical to local communities’ traditional cultural identity (areas of cultural, ecological,
economic or religious significance identified in cooperation with such local communities).

(See: “The HCVF Toolkit” — available from hcvfnetwork.org).
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High Conservation Value Forest (HCVF): The forest necessary to maintain or enhance one or more
High Conservation Values (HCVs).

Integrated pest management (IPM): An approach to pest management that employs a combination of
cultural, physical, chemical and biological methods to keep pest populations below economic threshold
levels.

Initial Public Offering (IPO): The first sale of a private company’s shares to the public.

Outgrowers: Farmers, where the sale of FFB is exclusively contracted to the grower/miller. OQutgrowers
may be smallholders.

Palm Oil Sector comprises upstream production units, downstream users and the parent companies and
subsidiaries of companies with such operations.

Plantation: The land containing oil palm and associated land uses such as infrastructure (e.g., roads),
riparian zones and conservation set-asides.

Primary Forest: A primary forest is a forest that has never been logged and has developed following
natural disturbances and under natural processes, regardless of its age. Also included as primary, are
forests that are used inconsequentially by indigenous and local communities living traditional lifestyles
relevant for the conservation and sustainable use of biological diversity. The present cover is normally
relatively close to the natural composition and has arisen (predominantly) through natural regeneration.
(From FAO Second Expert Meeting On Harmonizing Forest-Related Definitions For Use By Various
Stakeholders, 2001).

Roundtable on Sustainable Palm Oil (RSPO) is a non-profit organization that brings together different
stakeholders in the palm oil sector, including plantation companies, traders and processors, retailers,
banks and investors, and non-governmental organizations (NGQOs). Its mission is to advance the
production, procurement and use of sustainable oil palm products through: the development,
implementation and verification of credible global standards and, the engagement of stakeholders
along the supply chain.

RSPO criteria refers to the RSPO principles and criteria, and accompanying guidance and definitions,
endorsed by the RSPO.

Smallholders: Farmers growing oil palm, sometimes along with subsistence production of other crops,
where the family provides the majority of labour and the farm provides the principal source of income
and where the planted area of oil palm is usually below 50 hectares in size.

Stakeholders: An individual or group with a legitimate and/or demonstrable interest in, or who is
directly affected by, the activities of an organisation and the consequences of those activities.

Sustainable palm oil production is comprised of legal, economically viable, environmentally appropriate
and socially beneficial management and operations, as defined by application of the RSPO criteria.

Upstream companies are those directly involved in growing oil palm and primary processing to
produce crude palm oil.

Use rights: Rights for the use of forest resources that can be defined by local custom, mutual
agreements, or prescribed by other entities holding access rights. These rights may restrict the use
of particular resources to specific levels of consumption or particular harvesting techniques.
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