Are palm oil, timber and pulp companies becoming
more transparent?
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Corporate transparency for ESG risk management
and accountability

SPOTT provides transparency assessments and scorecards of companies to monitor the public
disclosure of their policies, operations, commitments and progress towards implementing
environmental, social and governance (ESG) best practice.

Find out more

the finance sector and supply chain stakeholders to meet their own commitments, manage risks, and engage with
ng.

SPOTT supports
companies to incentivise sustainable commodity production through responsible investment and sourci

Register for the customisable SPOTT Dashboard to download assessment data, analyse trends, and access further resources.




@SPOTT
Scope

A framework covering various ESG issues:

Indicator categories

Sustainability policy and leadership
Landbank, maps and traceability
Deforestation and biodiversity
HCV, HCS and impact assessments
Peat/Soils, fire and GHG emissions
Water, chemical and pest management
Community, land and labour rights
Certification standards
Smallholders and suppliers
Governance and grievances

Total number of indicators

Palm oil

7 indicators
16 indicators
13 indicators
11 indicators
17 indicators
12 indicators
18 indicators
16 indicators
9 indicators

6 indicators
125

Timber and Pulp

6 indicators
13 indicators
15 indicators
8 indicators
15 indicators
12 indicators
19 indicators
8 indicators
7 indicators
5 indicators
108
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Technical Advisory Groups

* Abigail Herron, Aviva Investors

* Siobhan Collins, Ceres

* Ben Ridley, Credit Suisse

* Gabriel Thoumi, Climate Advisers / Chain Reaction
Research

* Hilde Jervan, Etikkradet

* Naasir Roomanay, Investec

* Paul Chandler / Danielle Carreira, PRI

* Peter van der Werf, Robeco

* Robert Zuehlke, Daemeter

Abigail Herron, Aviva Investors

Andy Roby, Independent Forestry Advisor
Ann Weddle, NEPCon

Elizabeth Kennedy, ISEAL Alliance

Emily Unwin, ClientEarth

Julia Young, WWF

J T Lee, Credit Suisse

Marieke Abcouwer, ABN Amro

Melina van Scharrenburg, ACTIAM
Robert-Alexandre Poujade, BNP Paribas (AM)
Richard Donovan, Rainforest Alliance
Samuel Mary, Kepler Cheuvreux

Seiji Kawazoe, Sumitomo Mitsui Trust Bank



@SPOTT
Methodology

Engagement
with industry
stakeholders

Draft
assessments
based on
publicly
available
data

Final
assessments
published on

SPOTT
website

Consolidation Company
based on receives draft
further assessment
disclosures for comment
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Corporate transparency for ESG risk management
and accountability

SPOTT provides transparency ssments and scorecards of companies 1o manitor the public
dnsclosure of thew policies, og cormemitments andd progre owatths imnpletnenting

enwironmental, social and governance (ESG) best practice.

Find out more

ooo- HEE

R e




©Wakx (Flickr)




3

SPOTT Timber and pulp: at a glance

* 24 companies

* First assessment: 2017

Production geographies: Focus on Brazil, Peru, Cameroon, RoC,
DRC, Gabon, Indonesia, Malaysia, Papua New Guinea, Thailand.

Some companies also manage land outside of these countries.

HQs: Brazil (4); Cameroon (2); DRC (2); France (1); HK (1); Indonesia
(3); Japan (2); Malaysia (4); Singapore (3); Switzerland (2).

e 15 out of 24 companies are listed.



@SPOTT
Timber and pulp: overview

Average Score: Total:

* The average score is 37.1%.

* 3 companies scored > 66%, 10
companies scored between 33%
and 66%, and 11 companies
scored <33%.

* Highest scores 90.2%.; 67.1% and
66.3%. Lowest is 2.9%.

e 12/24 (50%) responded to ——
engagement to date. s Score .13 e o 115




From sustainability policies...

» 11/24 (46%) companies have published a sustainability report in
the last two years.

» 13/24 (54%) companies have put in place a clear and
comprehensive sustainability policy.

* Only 6 (25%) of these companies extend their sustainability policy
to third parties.

@ Sustainability policy and leadership 52%



3%

...to smallholder and suppliers.

* Only one company has a programme to support independent
smallholders (assessed where relevant).

* 9/24 (38%) companies report a process for prioritising, assessing
and/or engaging suppliers on compliance with their policy and/or
legal requirements.

* Only 6/24 (25%) companies report to have suspension or exclusion
criteria for suppliers.

;-H;_‘\..H 2 1%



@SPOTT
Certification and transparency

Average SPOTT scores of FSC/PEFC FM certified (dark green) and non FSC/PEFC FM certified companies (light green)
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* Only4/24 (17%)

companies have a0
already achieved

100% FSC Forest ,
Management (FM)
certification
* Afurthertwo havea
time-bound '
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A low baseline with silver linings.

a ¢ K 2rdagykhave scored lower than expected in our initial

@ round of assessments, based on our experience in the palm oll
¢ sector we expect to see relatively rapid progress during future

adzNSea o0Xvo

Wealso found that more than half of the companies assessed

Chris Eves are already actively working with government, NGOs or

academic institutions to improve the sustainability of forest

products, suggesting that the sector is taking these challenges
increasingly serioustyg
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* Coverage: 50 companies (48 producers/integrated companies and
2 sole traders). All 4 ABCD traders assessed.

Earliest assessments: 2014

SPOTT Palm oil: at a glance

Production geographies: Mostly in Indonesia/Malaysia but
increasing coverage of landbanks in the Americas and Africa.

37 out of 50 have their HQ in Indonesia/Malaysia but also in
Singapore (8) other Asian countries, Europe, US and Americas.

37 out of 50 companies are listed.



@SPOTT @
Overview of findings

° |n NOV. 2017’ 17 COmpanies have an @ Sustainability policy and leadership 58.3% &
overall score of at least 66% compared to B u
just 10 in June 2017.

.
* Highest scores: 95%; 93.8% and 91.4% &

a‘ Peat, fire and GHG emis a7% 17

49.5% 11

30 (60%) companies responded to @ — B
engagement to date. A T E— ses% e

* Companies who engage progress faster - o .
increasing their scores by an average of A srldrs nd sppier
13% (only 2% for the others).

Average Score: 50.4% Max points: 130
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Some progress in ESG disclosures

SCORE PROGRESSION (PALM OIL) - 2017

Assessment Average 0.018
date score % 0.016
Jun-14 29.3% 0.014
Oct-14 32.2% 0012 Z
Jan-15 33.3% ' 2
Apr-15  36.6% 001 2
Jul-15 38.3% 0.008 &
[m)]
May-16 36.2%
Nov-16  38% 0.004
B} 9 0.002
Jun-17 47% —Distribution June 17 ——Distribution Nov 17
Nov-17 50.4% 0
0 20 40 60 80 100

COMPANY SCORE
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From sustainability policies...

* On average, best scoring category

* Two-thirds (33/50) of companies have put in place clear
sustainability policies.

* Only 20 companies extend their sustainability policies to all their
suppliers.

Sustainability policy and leadership 38.3%




@SPOTT @

...to smallholders and suppliers

* More companies support scheme/plasma smallholders (33/43;
77%) than independent smallholders (26/43; 60.5%).

» 24/50 (48%) report a process for prioritising, assessing and/or
engaging suppliers on compliance with their policy and/or legal
requirements

* Only 17/50 (34%) of companies report on suspension or exclusion
criteria for suppliers.

o~

w\ Smallholders and suppliers 47.2%



Certification and disclosure

« 29/48 (60%) have achieved some Roundtable on
Sustainable Palm Oil (RSPO) certification of their
mills and estates to date.

* Of these, 12 companies have RSPO-certified more
than 75% of their mills and 8 have RSPO-certified

more than 75% of their estates.

» 27/50 (54%) are certified under other voluntary
certifications

Average scores

0 members:
58.9%
Non-members:
20.2%



What about NDPE? 1/2

* No Deforestation, No Peat, No Exploitation Commitments:
0 Readily understandable and communicable approach
0 Excludes non-compliant suppliers, clients, investees
0 More credible and verifiable time-bound policies
0 Follow up with comprehensive implementation and verification

* A cross-supply chain approach, resonating with growers, traders,
buyers, consumer goods manufacturers, investors and lenders.



What about NDPE? 2/2

NO
DEFORESTATION

NO PEAT

NO EXPLOITATION

=

42/50 (84%) have some commitment to address
deforestation

Only 30/50 (60%) make a clear no deforestation
commitment

Only 27 currently extend their deforestation
commitment to smallholders and/or suppliers.
38/49 (78%) limit planting on peat

Only 25/49 have a commitment to no peat of any
depth.

42/50 (84%) commit to FPIC

12/50 (24%) still do not have a public commitment to
respect human rights

36 /50 (72%) publicly commit to minimum wage
Only 19/50 (38%) clearly commit to all eight core ILO
Conventions or Free and Fair Labour Principles.




Efforts and successes to date in jeopardy?

* The sustainable palm oil pipeline: ‘both-ends’ leakage

0 Only part of the supply is covered by even minimal sustainability
commitments

0 Growing consumption in less demanding markets (sustainability), and
uneven levels of requirement from the financial sector.

e Past successes resulting from pressure coming from the EU and the
US are at risk.

A An uneven playing field, both for investors and for investees - this
requires continued action.



A call to action

Adopt and reinforce/update sectoral policies
Engage with companies on their approach
Follow up on time-bound plans

Enquire about scope of policies.

Join collaborative initiatives with other UKSIF members or PRI
working groups, encourage peers to adopt and strengthen policies

Reach out to third parties (engage with NGOs, consultancies...).
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e 26 new timber, pulp and paper producers:

Next
1. Agra Bareksa 14. Greenheart Group Ltd
2. Alpi 15. Joubert assessments
3. AMCEL 16. Kayu Lapis Indonesia due in July
4. Arauco 17. Korindo
5. Barito Pacific 18. Maderera Bozovich 2018
6. Bracell 19. Marubeni
7. Bumi Teknokultura Unggul Tbk (BTEK) 20. Priceworth International
8. Cameroon United Forests (CUF) 21. Shin Yang
9. CENIBRA 22. Société Industrielle de Mbang (SIM)
10. Eldorado Brasil Celulose SA 23. Stora Enso QY]
11. Empresas CMPC 24. Tranchivoire
12. Fibria Celulose 25. Wijma

13. Golden Pharos Bhd 26. Yi Hua Lifestyle



http://www.agrabareksa.com/
http://www.alpiwood.com/en/index.php
http://www.amcel.com.br/en#about/
https://www.arauco.cl/
http://www.barito.co.id/
http://www.brazilcellulose.com/en/
http://www.btek.co.id/
http://cufcm.co/
https://www.cenibra.com.br/
http://www.eldoradobrasil.com.br/
https://www.cmpc.com/en/
http://www.fibria.com.br/en/
http://goldenpharos.com/
http://www.greenheartgroup.com/homepage.php
https://www.joubert-group.com/en
http://pt-kli.com/en
https://www.korindo.co.id/
http://www.bozovich.com/en/
https://www.marubeni.com/
http://www.pwibhmalaysia.com.my/
https://www.shinyang.com.my/
http://www.sim-cmr.net/qui.php
http://www.storaenso.com/
http://www.tranchivoire.com/
http://www.wijma.com/en
http://www.yihualife.com/

@SPOTT
New companies

e 20 new palm oil producers and traders:

on SPOTT in 2018 - 2/2

Next
1. AAK AB 11. Glencore Agriculture B.V. assessments
2. Adani Wilmar Ltd. 12. Golden Veroleum (Liberia) Inc. (GVL) due in
3. Agritrade International Pte. Ltd. 13. Goodhope Asia Holdings Ltd.
4, AgroAmerica 14. Gozco Plantations Tbk PT Novem ber
5. Atama Plantation Sarl 15. Itochu Corporation
6. Best Group 16. Korindo Group 2018
7. Biopalma da AmazoOnia S.A. 17. Palmas Group
8. C.I. BIOCOSTA S.A. 18. PT Sawit Sumbermas Sarana Tbk
9. Dharma Satya Nusantara Tbk 19. Reforestada de Palmas de el Peten SA
10. Feronia Inc. (REPKA)

20. Tianjin Julong Group



http://www.aak.com/
http://www.adaniwilmar.com/
http://www.agritrade.com.sg/
https://agroamerica.com/en/
http://atamaplantation.com/site/index.php?cat=1
http://bestindustrygroup.com/about.html
http://www.biopalma.com.br/
http://biocosta.com/en/about/about-us
http://www.dsn.co.id/
http://www.feronia.com/pages/view/plantations
http://www.glencoreagriculture.com/
http://goldenveroleumliberia.com/
http://www.goodhopeholdings.com/
http://www.gozco.com/
https://www.itochu.co.jp/en/index.html
http://www.korindo.co.id/
http://www.palmas.com.pe/palmas/
http://en.ssms.co.id/
http://repsa.com.gt/
http://www.julongchina.com/en/

@SPOTT
Potential for further expansion




@SPOTT
More resources available/coming up
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Developed by the Zoological Society of London (ZSL), SPOTT is an online platform
supporting sustainable commodity production and trade. By tracking transparency,
SPOTT incentivises the implementation of corporate best practice.

SPOTT assesses commodity producers and traders on the public disclosure of their
policies, operations and commitments related to environmental, social and
governance (ESG) issues. SPOTT scores companies annually against sector-specific
indicators, allowing them to benchmark their progress over time. Investors, buyers
and other key influencers can use SPOTT assessments to inform stakeholder
engagement, manage risk, and increase industry transparency.

For more information, visit SPOTT.org or contact SPOTT@ZSL.org.




