Part 3 - Sustainability report



Intro

About this report

SIPEF’s Sustainability report 2019 covers the
environmental, economic and social performance
across all the operational and management activ-
ities within the Group. This includes the oil palm,
rubber, tea and banana operations in Indonesia,
Papua New Guinea and Ivory Coast as well as the
activities of the head office in Belgium. The pur-
pose of this report is to reiterate the commitments
SIPEF has made, and which are entrenched in
the Responsible Plantations Policy (RPP) of the
Company.

This year, it is the first time that SIPEF is using
integrated reporting, whereby the Sustainability
report is part of the Annual Report. Previously
SIPEF had a bi-annual Sustainability report and
a section of ‘Non-Financial Information’ in the
Annual Report. Given that the last Sustainability
report, published early 2018, was primarily
focused on the performance in 2016 and 2017, the
Group will cover 2018 and 2019 in this integrated
Sustainability report. In future years, the focus will

remain on the annual performances.

The structure and content of this report are based
on legal compliance with Belgian law regard-
ing non-financial information, the Sustainable
Development Goals (SDG) of the United Nations
and is further inspired by the Global Reporting
Initiative (GRI) Index.

SIPEF has not engaged third-party assurance
for the content of this report, but the Group is
reviewing the need for such assurance on an ongo-
ing basis, built on the collated feedback from its
stakeholders. The Group believes, however, that
multiple certifications provide adequate assurance

on its performance for the stakeholders.
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Materiality

matrix

SIPEF’s business model is characterised by strong
stakeholder engagement in the sustainable devel-
opment of its activities. Only through coopera-
tion with customers, social and environmental
non-governmental organisations (NGOs), produc-
ers, researchers and other willing stakeholders,
from both the private and public sectors, can the
introduction of safe, responsible and sustainable
standards and practices be achieved and promot-
ed for the industry.

In preparation of this report, the SIPEF sustain-
ability team, guided by PricewaterhouseCoopers
consultancy, has jointly benchmarked customers,
social and environmental NGOs as well as peer
plantation companies. Amongst others, SIPEF
has reviewed multi-stakeholder initiatives such
as the Roundtable on Sustainable Palm Oil
(RSPO), the Palm Oil Innovation Group (POIG),
as well as benchmarks, more precisely those in
the Sustainable Palm Oil Transparency Toolkit
(SPOTT) published by the Zoological Society of
London (ZSL).

In March and April 2017, the senior management
of SIPEF, through three intensive workshops,
classified the different items based on their
importance for the Group. In November 2019,
the Group updated this matrix by following a sim-
ilar procedure. Due to this critical screening the
material aspects of the business could be deter-
mined for the stakeholders and the Company.
SIPEF is aware that the analysis of its different
stakeholders and continuous dialogue with them
is of the utmost importance for the continuation
of the activities of the Group.

Throughout the report an appropriate context
for the performance of the Group is provided,
particularly in relation to the unique social and
environmental landscapes in Papua New Guinea,
Indonesia and Ivory Coast.
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MEDIUM HIGH
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IMPORTANCE TO SIPEF @ Social (people) @ Environmental (planet) Economic (product)

*including Child Labour Prevention, Equal Treatment and Workers’ Welfare
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Message from

-

-

C

SIPEF is pleased to present its 2019 Sustainability
report that describes the Group’s sustainability
policies and achievements, in order to share its
commitment on sustainability and to comment
on how the Group is pursuing the implementation
in practice.

Since the foundation of the Company, more than
a century ago, SIPEF, as a plantation company
invested in tropical agriculture, has been inex-
tricably bound by consideration for the planet
and people. Sustainability has always been an
essential part of the Group’s business model.
The applied standards need to have a positive
long-term impact on the natural and social envi-
ronment, and the Group is committed to contin-
uous improvement. SIPEF openly acknowledges
that much more can be done and intends to work
harder at integrating and mainstreaming its sus-
tainability efforts into its operations.

In this respect, the Company is pleased to report
that the Zoological Society of London (ZSL)
has recognised its efforts with a substantial
increase of its ranking in the Sustainable Palm Oil
Transparency Toolkit (SPOTT) rating, bringing
SIPEF into the top 10 of sustainable companies
in the palm sector. Recognition is pleasing, but it
also raises the bar and compels management to

keep stimulating progressive new ideas.

the managing
1rector

The long-term expectations for palm oil remain
generally favourable, based on a growing global
population, especially in countries south of the
equator, where the rising consumption of palm
oilis linked to an increasing demand for oils and
fats as a basic ingredient in the daily food supply.
Palm oil is capturing an increasing share of the
demand for vegetable oils and for biofuels world-
wide, though admittedly not in Europe. That is
mainly due to its efficiency and its low production
costs compared with other liquid oils. Indeed, the
production of palm oil requires generally less than
five to eight times the land needed by other crops
to produce the same amount of oil, and oil palms
are very versatile. As a consequence, palm oil is
to be considered an essential part of a balanced
diet for an increasingly larger and wealthier glob-
al population. For all these reasons, growing oil
palms and producing palm oil needs to be promot-
ed and further developed in a sustainable manner.
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SIPEF intends to work
harder at integrating

and mainstreaming its
sustainability efforts into
its operations.

-- FRANCOIS VAN HOYDONCK

The increasing demand for palm oil over the last
20 years has caused the palm production areas
to be expanded in an uncontrolled way and has
put pressure on the land reserves in the countries
where oil palm is most productive. This has led
to deforestation and the increased use of peat-
lands, mainly in Malaysia and Indonesia, where
the majority of the expansion has taken place.

The establishment of the Roundtable on
Sustainable Palm Oil (RSPO) in 2005 and other
certifications that followed, has, however, made
palm oil one of the most regulated agricultural
activities in recent years. In November 2018, the
RSPO standard was strengthened even more. The
latest version of the RSPO Principles and Criteria
includes a zero-deforestation standard, prohibit-
ing expansion into peatlands. It provides special
provisions for the protection and potential resto-
ration of existing peatlands that were developed
into oil palm plantations in the years preceding
the RSPO standard. The RSPO has also increased
its standard requirements with respect to labour
and employment rights with the introduction of
the ‘Decent Living Wage’ requirement. SIPEF
supports these positive developments and with
the introduction of its Responsible Plantations
Policy in 2014, updated annually, it encourages
the application of the most innovative standards,
which typically go beyond the aggregated certifi-
cations imposed today.
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Taking the recent sustainability developments
and the standards applied by the sector into con-
sideration, the European Parliament is unjustly
targeting palm oil production for its share in
worldwide deforestation. Various studies show
that extensive livestock, farming in particular,
but also cacao and coffee cultivation, forestry and
the expansion of soya and rapeseed areas contrib-
ute significantly to the deforestation of wooded
areas, and there is no reason for palm oil to be
singled out as the only non-subsidised feedstock
for biofuels. The palm sector has become over
the last few years one of the most regulated and
sustainability committed sectors in the worldwide
agricultural business environment.

In 2019, SIPEF was also
confronted with extreme
drought and the resulting
complexity of the wildfire
problem impacting the lives
of numerous people living in
Southeast Asia.

-- FRANCOIS VAN HOYDONCK

SIPEF is still taking on the challenge of expanding
in South Sumatra, with the conversion of village
rubber land into oil palm plantations, guided by
High Conservation Value (HCV) and High Carbon
Stock (HCS) assessments and monitored by the
recently updated New Planting Procedures of

the RSPO, while respecting the Free, Prior and
Informed Consent (FPIC) approach towards local
villagers and communities. Creating long-term
development and employment, and contributing
to the poverty alleviation of local communities in
areas in Sumatra which have not received those
opportunities in the past, remains one of the key
targets of the SIPEF group.

SIPEF recognises that it is, in all areas it operates,
part of a global community, and that it has an obli-
gation to bring positive change to the lives of the
employees, their families and local communities.
The Company is dedicated to continuing to play a
positive role by taking ownership of problems that
arise, and by handling them in an amicable and
transparent manner, through proper grievance
procedures in line with the spirit of the RSPO.
Continuous improvements have also been made
to maintain the highest possible welfare stand-
ards for the workforce and their families. This
includes the construction and upgrading of the
housing facilities for the staff and workers of the
Group, all done in the perspective of long-term
commitments and of ‘creating shared value’,
which is a fundamental step forwards forming a
sustainable and successful business. Rome was
notbuilt in a day, neither is it possible for SIPEF
to achieve instantly the highest standards in
recently developed immature areas. But it is the
Group’s challenge to, as soon as possible, bring all
recent developments to the standards deployed
in the other mature estates controlled by SIPEF
for more than a century.
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As a very labour-intensive
business, the employees of
the Company have been
and will always be the

core assets remaining a key

In 2019 in particular, SIPEF was also confronted
with extreme drought and the resulting complex-
ity of the wildfire problem impacting the lives of
numerous people living in Southeast Asia. The

Company believes that in this part of the world, plﬂar for the success and

continued growth of the

just as in the Amazon area and most recently in
Australia, the highest priority should be given to

preventing this from happening again.

For many years, SIPEF has already applied a strict
zero burning policy, meaning it never uses fire to
clearland. Since 2015, the Group has also invested
intensively in fire prevention tools and materials,
in line with the Indonesian government guidance,
to assure the areas controlled by SIPEF become
fire-proof or sufficiently protected from extensive
damage if fire occurs.

Despite all these efforts, the Group does acknowl-
edge that historical and more recent cases of fire
have been registered, all of which were extin-
guished, investigated and reported to RSPO and
the local authorities, wherever relevant and as
required. RSPO obliges members to report fires,
and the analysis of the concessions of the Group
indicates that since 2015 there have been numer-
ous satellite fire alerts, but of those alerts, most
were from fires on land which STPEF does not
control, as the original landowners prefer to con-
tinue managing it, which the Group respects in
line with its FPIC policy. It is further mentioned
thatin 2019 with the extreme drought conditions
experienced over a few months, several hotspots
impacted the SIPEF group, of which the large
majority was on Dendymarker, mainly related
to the concession areas that are currently not
controlled by the Company.

Group.

-- FRANCOIS VAN HOYDONCK

Extreme drought situations show the importance
of the impact of climate change. Therefore, sus-
tainable land development requires SIPEF to
intensify its future efforts to manage any fire
recorded in the controlled concession areas.
It also requires the Company to work with the
stakeholders involved, including the authorities,
to discourage attempts to impact areas and to
enhance cooperation with the local villagers to
prevent fires of any kind.

As avery labour-intensive business, the employ-
ees of the Company have been and will always
be the core assets remaining a key pillar for the
success and continued growth of the Group. This
means that their welfare and rights, as well as a
safe and healthy workplace, are of key importance
in every aspect of the operations.
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While applying local government law, the
Group’s own policies and the RSPO Principles
and Criteria, SIPEF continues to be focused on
safety leadership and strategies targeting risk
reduction, as it values the lives and wellbeing of
its employees and contractors. The Company is
doing its utmost to improve awareness of safe
practices and to enhance preventive skills among
all its employees, in order to minimise the risk

The Motobé banana plantation in
Ivory Coast, enhanced its earlier
acquired Rainforest Alliance
certification with a Fairtrade label.

-- FRANCOIS VAN HOYDONCK

of workplace accidents. Whilst there were no
fatalities in 2016 and 2017, SIPEF regrets that in
2018 it was confronted with two fatal accidents
and unfortunately another one in 2019, while
harvesting in the field and working in the mills
in Indonesia and in Papua New Guinea. These
were most unfortunate events, after all the efforts
made to take mitigative measures to minimise
the risks that might result in injury or death. The
Company remains vigilant and will continue to
improve its regular in-house training programmes
combined with impromptu safety audits in the
estates and mills.

As atropical agribusiness, SIPEF remains focused
on the marketing of crude palm oil, crude palm
kernel oil and palm kernels, all within the frame-
work of certified sales; covered by the RSPO and
the International Sustainability and Carbon
Certification (ISCC); for consumption in the food
industry and green energy production respec-
tively. Incidentally, the same marketing policy
also applies for the other products of the Group:
tea, rubber and bananas. In the future, SIPEF will
continue to endeavour to deliver all its products
in certified physical supply chains with full trace-
ability. It is therefore a pleasure to announce that
in 2019, the Motobé banana plantation in Ivory
Coast, enhanced its earlier acquired Rainforest
Alliance certification with a Fairtrade label, which
underpins the continuous focus of the Group on
improved social and environmental standards in

all of its operations.
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Unfortunately, the sector cannot always rely on
a similar effort from the palm oil consumer side,
although the exclusive use of certified and trace-
able palm oil could waive these concerns about
environmental damage and/or the social aspects
of employment. SIPEF hopes to continue to drive
achange in mindset on the consumer side, with a
number of campaigns conducted through indus-
trial organisations. Therefore, SIPEF remains
very actively involved in the organisations that
endeavour to protect the reputation of palm oil
in Europe and the rest of the world, and encour-
age the use of certified sustainable palm oil in
the food industry, the energy sector and among
consumers in general.

The Group is determined to continue to be arole
model in terms of sustainability. As a publicly
listed European company, it guarantees its inves-
tors that people and the planet are respected,
by means of the renowned certification of all its
activities and all its products.

The Group promotes a balanced image of the
nutritional properties of palm oil. SIPEF clarifies
the ecological and social criteria used by sustaina-
ble producers and stresses the high value creation
of its industry in the production countries, the
consequence of the very labour-intensive nature
of its activities, usually in remote places far from
the developed city areas.

Message from the managing director

The Group is determined to
continue to be a role model
in terms of sustainability. As
a publicly listed European
company, it guarantees its
investors that people and
the planet are respected.

-- FRANCOIS VAN HOYDONCK

In practice, SIPEF continues, amongst other
strategies, to invest in decreasing its greenhouse
gas (GHG) emissions. The Company has, for many
years, with its diversity project, made along-term
contribution to nature conservation in Indonesia
and also remains active in research and develop-
ment. The more than 12 000 hectares of protect-
ed forest area near the Kerinci Seblat Reserve
are constantly surveyed by the local SIPEF
Biodiversity Indonesia (SBI) staff in Bengkulu.
It is one of these appreciated achievements in
terms of the reforestation of jungle reserves that
have recently been encroached upon, whereby
long-term all the future benefits will remain with
the people in the neighbouring villages. The turtle
breeding project, which encourages protected
turtle species to lay eggs on beaches protected
by SIPEF near Bengkulu, also remains a valuable
conservation project, although of a smaller size.
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Biogas engine in Mukomuko Palm Oil Mill in Agro Muko in Bengkulu, Indonesia

Over the years, substantial efforts have been
made to reduce the carbon footprint and, more
in particular, the GHG emissions of the mills,
where five out of nine mills already have meth-
ane capture installations, and a pilot investment
in a biogas engine with deliveries to the local grid
was completed in 2018. However, the inconsistent
renewable energy approach of the Indonesian
government, whereby contract reviews result-
ed in currently paid electricity prices no longer
covering the full cost of production, makes it very
difficult for the Group to continue to support the
authorities in deploying sustainable renewable
energy strategies. It is, however, the intention
of SIPEF to continue to reduce its carbon foot-
print and its GHG emissions by developing inno-
vative, viable projects in areas controlled by its
subsidiaries.

SIPEF’s investment in Verdant Bioscience Pte
Ltd (VBS) remains one of the key aspects of
innovation for the Group. Together with other
partners in the sector, it is the intention to devel-
op and commercialise quality high-yielding oil
palm seeds, which will contribute to enhance the
performance of oil palm in general and to assist
the future rising vegetable oil demand to feed an
increasing population, confronted with the ever
reducing availability of agricultural land.

The Group therefore believes that producing
palm oil sustainably is the only way forward, so
itis important that all stakeholders support the
RSPO, or other credible initiatives, in order to
make sustainable palm oil the preferred choice
for consumers worldwide.
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Culture check in TC Lab, Verdant Bioscience

Finally, on a personal note, I would like to thank
you for your interest in the sustainability efforts
of the Group and the SIPEF journey. I would also
like to thank the board of directors for its con-
tinuous support, guidance and interest in this
journey towards sustainable agribusiness in the
largest sense, as well as all the stakeholders of
the Group, including NGOs, for their active and
valuable participation and input that have been
of much value for SIPEF.

Francois Van Hoydonck

managing director

Message from the managing director 11

The Group therefore
believes that producing
palm oil sustainably is
the only way forward,
so it is important that all
stakeholders support the
RSPO, or other credible
initiatives, in order to
make sustainable palm oil
the preferred choice for
consumers worldwide.

-- FRANCOIS VAN HOYDONCK
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Achievements
and targets

HISTORY

2018 - 2019

2020

2021

TARGET

No use of paraquat

Implementation of advanced composting

system
No work related fatalities
Roll out ISO 9001 certification in Indonesia

RSPO certification for UMW smallholders
in 2019

Enlarge fire fighting departments in Indonesia,

according to new legislation

Achieve Fairtrade certified banana plantation

in 2019

No work related fatalities

Have at least one more power generation plant

from biogas in Indonesia

Establish Plasma smallholder groups for HGU

renewal in Agromuko

Establish Plasma smallholder cooperation for
HGU application Musi Rawas

Build a biocoal facility in UMW to utilise the
EFB that cannot be distributed in peat soil

plantations

Calculate the total GHG footprint for the
Group, in order to establish the base for future

reductions

All banana plantations being Fairtrade certified

* Memorandum of Understanding

KPI

Liters/kg of paraquat used

% of EFB and POME applied onto
the field

Fatalities
ISO certificate

RSPO certificate for smallholders
in UMW

Government required installations

per estate

Fairtrade certification for bananas

Fatalities

Biogas facility with gas engine produc-

ing electricity

Plasma smallholder group

Plasma smallholder group with MoU*

Convert 100% of excess fibre from
UMW into biopellets

Tonnes CO, equivalent

Fairtrade certification

GOAL

Zero use of paraquat by
2015

100% by 2020

Zero
Scope to cover all OUs

RSPO group certificate for

smallholders

Increase of fire installations

in key areas

Certificate

Zero

Increase in number

20% smallholders
with MoU*

20% smallholders
with MoU*

100% conversion of excess

fibre into biopellets

CO, equivalent estimated
for all crops since 2015

Bananas 100% Fairtrade
certified

STATUS

Achieved January 2015 in Papua New
Guinea, July 2016 in Indonesia

Achieved November 2016

Achieved for 2016 and 2017
Achieved in 2018

Achieved in 2018
Achieved
Achieved for Motobé in Ivory Coast late

2019

Unfortunately not achieved, one fatality
in Indonesia and one in Papua New Guinea
in 2018, and one in Papua New Guinea

in 2019

Delayed, PLN is not paying for electricity
delivery to the grid anymore, making a new
investment not cost-effective

On track

On track

On track

On track

On track
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2020 - 2022

2020 - 2024

2020 - ONGOING

o
N
o
o~

2030

TARGET

Improve watershed management within

Company lease boundaries

Improve the management of HCV and
HCS within Company lease boundaries
through use of tools such as SMART,
Global Forest Watch

Achieve zero incidence of fires on

Company managed areas

Measure Group lost time accident fre-
quency rate (LTA) and total recordable
injury frequency rate (TRIFR)

Promoting good IPM practices

Regular working days and hours are
within safe levels as per Government

Labour Regulations

Non discriminatory practices imple-
mented in the workplace, promoting

female and permanent employees

Roll out ISO 9001 certification across
the Group

Methane capture systems in all existing

mills to reduce GHG emissions

KPI

Water use (tonnes water/tonne product)

Incidence of BOD (Biochemical Oxygen Demand), COD
(Chemical Oxygen Demand) and TSS (Total Suspended

Solids) above legal limit at point of effluent release

Hectares tree cover loss in HCS/HCV areas in Company

and supplier managed areas
PP 8

Establish ranger teams to actively manage HCV and HCS

within Company lease boundaries

+ Number of fires within Company managed areas and
within areas of Company suppliers

« Number of hotspots within Company managed areas
and within areas of Company suppliers

« Number of real fires within Company managed areas
and within areas of Company suppliers

« Number of days in red alert

LTIFR (Loss Time Injury Frequency Rate) & TRIFR (Total
Recordable Injury Frequency Rate)

« Monitor toxicity per pesticide usage (kg or litre active
ingredient X LD50)/m* of applied area

« Number per species utilised per hectare

Overtime hours worked

Days worked

Opportunities for female workers

Use industry benchmarks for permanent workers in
industry

ISO certification

Methane capture systems in all palm oil mills

Achievements and targets

GOAL

« FFB <1.06 m*/mt FFB in Indonesia

« FFB <1.50 m*/mt FFB in Papua New
Guinea

« Rubber < 35 m*/mt rubber

«Tea<9 m¥/mt tea

Zero incidence of non-conformance

Zero hectares tree cover loss, monitoring to

start in 2020

Formation of ranger teams per region before

year end 2022

Zero fires per year in Company managed
areas, reduction of fires in areas managed by

Company suppliers

Declare results as a base to set future
reduction in annual LTAFR (Lost Time
Accident Frequency Rate) and TRIFR (Total
Recordable Injury Frequency Rate)

Targets to be determined

Overtime targets to be determined, guided by
the standard of a work week, not exceeding
60 total hours, except under extraordinary

circumstances

One day rest per every 6 days worked, other-

wise appropriate compensation is paid

Reporting of number of female workers in
data

Reporting of number of permanent workers

All Indonesian OUs achieve ISO 9001

9 methane capture systems

13

STATUS

Ongoing

Not yet
started

Ongoing

Ongoing

Ongoing

Not yet
started

Ongoing

On track

On track
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SIPEF’s approach ~#

to sustainability

By definition, SIPEF believes that its businesses must be driven on
a sustainable basis, environmentally, socially and economically.
o Sustainability has always been an essential aspect of the Group’s
e _business model; from the formation of the Company more than a

centliry ago - the Company celebrated its centennial anniversary in
2019% up to today.
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Social

Being a good

employer

Environmental Economic

Being a responsible

Being a good

neighbour

entrepreneur

ENVIRONMENTAL SOCIAL ECONOMIC

+ No deforestation + Respecting workers' rights / Human rights « Employment and financial security

+ No peat planting - Equal opportunities « Cost savings

+ Wildfire prevention + Training employees + Smallholders' economic growth

+ Securing natural resources + Providing education + Wealth creation of rural population

- Biodiversity + Providing healthcare « Profitable enterprises

« GHG limitation + Providing housing + Food security for the world

- Alternative energy sources « Improving standard of living conditions + Best management practices, research and
+ Zero-burning « Grievance mechanism developments to improve yields

+ Methane capture + Health and Safety « Tax contribution

+ Maintaining fertile soils

+ Water management

+ Ecological footprint

« Traceability

+ Ecosystem restoration

« Reduction of chemical use
+ Waste generation

+ Circular economy
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The Group cultivates perennial crops and most oil
palms and rubber trees are planted with a mini-
mum of a 20 to 25-year productivity scope. As the
plantations are operating for the long term, SIPEF
needs to carefully consider the environmental,
economic and social pillars within its business
model (see page 28 of the Company Report). If it
does not recognise the importance of any one of
these pillars, the business will not be sustainable.
SIPEF believes that through cooperation with
its customers, social and environmental NGOs,
producers, surrounding villagers, researchers
and other willing stakeholders, it can develop
and promote the adoption of responsible and
sustainable standards for the industry. In the
palm oil sector, the RSPO is the most relevant
example of stakeholders gathering to establish a
demanding global standard. Therefore, the Group
is 100% committed to the RSPO Principles and
Criteria and strives to surpass them. In 2009
SIPEF was amongst the first companies in the
world to receive RSPO certification for Hargy

1. Responsible plantations policy

SIPEF’s leading document is the Responsible
Plantations Policy (RPP), that carries its basic
principles and commitments, and applies to all
operations owned or managed by SIPEF. The RPP
defines the guidelines for the companies of the
Group towards continuous improvement of the
ecological and social impact of new developments,
and of the management of existing plantations.
Best management practices (BMPs) are adopted
and implemented to ensure optimal use of the
land and the well-being of all stakeholders.

The four pillars of the RPP of SIPEF are:
- Responsible social practices
- Responsible plantation and processing

management

Oil Palms Ltd, both for its own estate as well as
for all of its approximately 3 700 smallholders.

The tea and banana markets of the Group are cer-
tified, based on the Rainforest Alliance scheme.
Since there is no specific certification system
available for rubber, SIPEF engaged Rainforest
Alliance in 2017 to audit its rubber operations
against these criteria, which are fully in line
with the Sustainable Agriculture Network (SAN)
standards.

Besides being a good neighbour, the Group is
convinced of the necessity to keep good relations
with the local authorities of the countries in which
it operates, and to behave as a good citizen. This
implies 100% compliance with all regulations of
these countries, including legal and tax rules. As
aconsequence, by paying taxes in the countries of
production, SIPEF contributes to the prosperity
of the local communities.

- Responsible development of new activities
- Full traceability

The RPP applies to the exploitation of all plan-
tations managed by SIPEF, regardless of owner-
ship share, as well as all activities of smallholders
and surrounding farmers, which deliver products
to the mills and factories of SIPEF. The RPP is
revised annually due to evolving legal, social and
environmental requirements, and where possi-
ble SIPEF will strive to go beyond the industry
standards. The latest update of the RPP was
endorsed by the board of directors on 22
November 2019.
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2. Certifications

Agriculture is permanent and is therefore inex-
tricably bound with the welfare of people and
the ecosystems on which they rely. With that in
mind, the Group adopts working methods that
have a positive long-term impact on the natural
and social environment, and constantly strives
to improve them. To fulfil its sustainable devel-
opment obligations and ensure sound practices

are followed, the Company applies the highest

SIPEF’s approach to sustainability

benchmarked international standards, and, where
possible, goes beyond. Over the years, more and
more operational units have been certified,
whereby the same mill can receive different certi-
fications. 100% certification for the existing palm
oil mills, rubber and tea factories, banana packing
stations and their supply bases (Group and small-
scale growers) is the Group’s main overall target.

NUMBER OF CERTIFICATIONS FOR THE LAST DECADE

CERTIFICATIONS

RSPO: Roundtable on Sustainable Palm Oil
ISCC: International Sustainability and Carbon Certification *
ISPO: Indonesian Sustainable Palm Oil

ISO 14001:2015

ISO 9001:2015

GLOBALG.AP.

Fairtrade

Sedex

Rainforest Alliance

FSSC 22000-4.1

Halal Assurance System

TOTAL

1 3 S) 5 S 6 7 7

2 2 2 4 4 5 5

2 4

*  The table shows a decline regarding last year’s figure as Dumai terminal is no longer ISCC certified.

It should be pointed out that SIPEF no longer ships through this port.

Compared to the last Sustainability report, which
reported the operational units that were certified,
as from now on SIPEF shows the number of the
actual certificates (which can contain one or more

operational units).

7

5

5
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5

5
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SIPEF recognises that

traceability to supply base

and trading in only certified
sustainable physical palm oil

is the ultimate measure of

certified sustainability.

While the journey of sustainable agriculture start-
ed over a hundred years ago, it was only in the
21st century that SIPEF started engaging with
credible third party certification standards, as
a means of communicating its commitment to
sustainability and listening to a wider group of
stakeholders, while continuing its journey of con-
stant improvement. In 2004, SIPEF certified its
oil palm production areas in Papua New Guinea,
using the ISO 14001 standard. In 2006, the certi-
fication under the GLOBALG.A.P. stand-

ard provided coverage for the banana

estates. The first two RSPO certifi-

cations were allocated in Papua

New Guinea in 2009. That was

Number of an especially big step for Hargy
SIPEF certifications

Oil Palms Ltd, because as much

as half of the fruit bunches pro-

cessed in the mills came from
approximately 3 700 certified
smallholders. They received their
certification at the same time in 2009 and
remain committed to its preservation. In 2010,
the first two Indonesian palm oil mills obtained
RSPO certification followed by all mills until 2017,
in which year SIPEF acquired the already RSPO
certified palm oil extraction mill and supply base
in PT Dendymarker Indah Lestari (DIL). In paral-
lel to this, SIPEF received its first ISCC certifica-
tion in Indonesia in 2010, Indonesian Sustainable

Palm Oil (ISPO) in 2015, Rainforest Alliance for
all its tea and rubber in 2016 and finally the Food
Safety System Certification (FSSC) for its tea and
Fairtrade for its bananas in 2019. In 2019 the tea
factory in Cibuni also received Halal Assurance
certification as per customer requirement. These
standards are described in more detail below.

SIPEF recognises that traceability to supply base
and trading in only certified sustainable physical
palm oil is the ultimate measure of certified sus-
tainability. SIPEF is therefore committed to pro-
viding the market with 100% Identity Preserved
palm product. The only exception to this is the
mill at DIL, which is Mass Balance (MB) certified
because part of the supply base is not certified
yet. More precisely the existing smallholders and
the supply from the newly developed plantations
in Musi Rawas, which have not reached matu-
rity, have not been certified yet, though this is
underway. SIPEF is dedicated to getting the small-
holders’ supply certified by 2021 and its nucleus
estates currently in new development, with the
first estates entering into RSPO certification by
2021 and the full scope achieved by 2026. The
certification of the Musi Rawas plantations will
progress when they reach maturity and fulfil the
issuance of the final lease agreement approved
by the government. As a consequence, 2.5% of
the crude palm oil (CPO) was not certified in
2018. In 2019 this figure rose to 4.8% due to the
increasing production of the young plantations in
Musi Rawas, which cannot be certified yet.
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SIPEF has a target of
achieving RSPO certification
for all of its palm oil mills
and its entire supply base,
including smallholders.

Roundtable on Sustainable Palm Oil (RSPO)

The RSPO was established in 2004 to promote
the production and the use of sustainable palm
oil. The initial founders were Worldwide Fund for
Nature (WWF), Unilever, AAK, Migros and the
Malaysian Palm Oil Board (MPOB). Its strategy
was to reduce the negative impacts of palm oil
expansion, principally deforestation, while pro-
moting its positive socio-economic impact. Since
the introduction of the RSPO standard, it has been
revised twice in accordance with International
Social and Environmental Accreditation
and Labelling (ISEAL) requirements. In the
latest revision the RSPO standard has become a
zero-deforestation standard through requiring its
members to implement the High Carbon Stock
Approach (HCSA). This approach was developed
by a coalition of producers and NGOs including
Green Peace, Rainforest Action Network, WWF
and others (See www.highcarbonstock.org for
more information.). The recently revised RSPO
standard also prohibits expansion onto peatlands,
and provides special provisions for the protection
and eventual restoration of existing peatlands
that were developed into palm oil before the birth
of the RSPO. In addition to this, the RSPO has
strengthened its standard requirements with
respect to labour and employment rights, with
the introduction of the ‘Decent Living Wage’

requirement (as calculated using the Anker
methodology endorsed by the Global Living Wage
Coalition). A separate standard has also been
recently developed for independent smallholders.
This new standard has reduced the number of
indicators needed for compliance and utilises
a stepwise approach to achieving certification.
Independent smallholders are given several years
over which their progress is rewarded through
RSPO market access, enabled by selling RSPO
Credits through their online PalmTrace accounts.

At this time, the palm oil sector has the most
demanding global standards amongst all agri-
cultural crops. Given that palm production is
the main activity of SIPEF, this standard is of the
utmost importance for the Group. SIPEF has a
target of achieving RSPO certification for 100%
of its palm oil mills and its supply base, including
smallholders. The Company has been a member of
the RSPO since 2005. It continues to actively con-
tribute to RSPO’s operations by holding a seat on
the Board of Governors on behalf of the Rest of the
World growers, which includes Papua New Guinea
and the Solomon Islands. Furthermore, SIPEF is
a co-chair member of the Jurisdictional Working
Group, and an active member of the Biodiversity
and High Conservation Values (BHCV) Working
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Group, the ‘Peat Working Group’ and the ‘No SIPEF’s policy with regard to the environ-
Deforestation Joint Steering Group’. SIPEF ment, social matters, respect for human rights
has participated in the two reviews of the RSPO and anti-corruption is in line with the RSPO
Principles and Criteria and is a member of the Principles and Criteria.

RSPO National Interpretation Forum in Papua
New Guinea.

Other recognised certifications, standards and sector organisations

Alongside the RSPO, the Company applies several other recognised standards for certification purposes:

Indonesian

INDONESIAN SUSTAINABLE PALM OIL (ISPO)

Indonesia has introduced a national certification standard for sustainable

palm oil production, the ISPO standard, which is mandatory for all palm
inable Falm Gil oil mills and producing plantations. The application of the ISPO standard

represents a considerable effort by the Indonesian Government to demon-
strate the good practices of the oil palm sector. Benchmarking studies
comparing the ISPO standard to the RSPO indicate that compliance with
the ISPO standard represents approximately 80% compliance with the
RSPO requirements. The six mills of the STPEF group in Indonesia are
certified ISPO.

INTERNATIONAL SUSTAINABILITY AND CARBON CERTIFICATION
(1scc)

The ISCC standard certifies compliance with the European Renewable
Energy Directive (RED). The adoption of methane capture in the palm oil
mills of the Group enables the reduction of the emissions of GHG during
the production of CPO, reaching and actually surpassing the criteria set by
the European directive. The ISCC standard is very strict regarding trace-
ability and transparency, two principles about which SIPEF particularly
cares. Currently, four of the six oil mills of the Group in Indonesia are
certified ISCC.

In early 2017, the head office of the Group in Antwerp was also certified,
as every member in the supply chain needs to be audited according to the

new supply chain standard.
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HET CLEAN DEVELOPMENT MECHANISM (CDM)

The CDM is one of the three ‘flexible mechanisms’ the Kyoto Protocol of l"/'( \Q
the United Nations introduced in order to achieve the binding GHG emis- V C \J
sions reduction targets it established. Ithastwo main goals: one, to assist \\{l V
developing countries in achieving sustainable development; and two, to A

4
N

help the countries with emission reduction targets under Kyoto (developed — N —
countries) in achieving compliance by allowing them to purchase offsets UNFCCC
created by CDM projects.

Abroad range of projects are eligible for CDM accreditation, with the notable
exceptions of nuclear power and projects that avoid deforestation. They vary
from hydropower and wind energy projects, to fuel switching and industrial
efficiency improvements. Crucially, to qualify for accreditation the project
developers must prove ‘additionality’, defined as emissions reductions that
are additional to what would have otherwise occurred. This is calculated
by using an approved methodology to subtract the estimated emissions of
a given project from a hypothetical ‘business-as-usual’ emissions baseline.
SIPEF currently has four of its nine mills running CDM projects based on
the reduction of GHG emissions through methane capture facilities, flaring
or biogas generation.

BELGIAN ALLIANCE FOR SUSTAINABLE PALM OIL (BASP)

SIPEF is a founding member of the BASP, whose main role is to promote = \'

the use of certified sustainable palm oil, primarily in the Belgian market |'I (_’; | B G :”;H
N

and to alesser extent in the European market at large. SIPEF has an active DUURZAME PALMOLIE

role as a member of the executive committee.
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RAINFOREST ALLIANCE

Rainforest Alliance is a well-recognised seal of certification, based on the
demanding Sustainable Agriculture Standard (SAS) of the Sustainable
Agriculture Network (SAN). Being Rainforest Alliance certified is a confir-
mation of environmental, social and economic excellence. SIPEF has made
the decision to adopt Rainforest Alliance certification for its banana and
tea production, to support the coordination of practices in the Group. The
Cibuni tea estate (Indonesia) received its Rainforest Alliance certification
in the first half of 2016 and the banana operations (Ivory Coast) received
Rainforest Alliance certification in the middle of 2016. SIPEF engaged
Rainforest Alliance to conduct audits at its rubber estates in 2016. After
the initial gap analysis, the first rubber estate and mill in Palembang was
certified in August 2017 and the other two rubber estates of the Group were
certified in the course of 2018. All certificates remained active throughout
2019. The Rainforest Alliance communicated its intention that it will drop
rubber from its portfolio of crops. They have recommended that rubber
producers opt for the Forest Stewardship Council (FSC) as the best standard
for this. In response a transition to FSC is being implemented for all of the
Company rubber operations in 2020. Unfortunately, there is no tangible
market demand yet for sustainably certified rubber.

EFSC

FOREST STEWARDSHIP COUNCIL (FSC)

The FSC promotes environmentally appropriate, socially beneficial, and
economically viable management of the world’s forests. The true value of
forests is recognised and fully incorporated into society worldwide. FSC is
the leading catalyst and defining force for improved forest management and
market transformation, shifting the global forest trend toward sustainable
use, conservation, restoration and respect for all.

Since Rainforest Alliance indicated its intention to focus from 2021 on
crops other than rubber, and on specific requests from SIPEF’s customers,
SIPEF is progressing towards the FSC certification of its Rainforest Alliance
certified rubber estates and factories in 2020. The first audits are scheduled
and, time allowing, all audits will be finished before year end.
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SUSTAINABLE NATURAL RUBBER INITIATIVE (SNR-I)

The natural rubber sector also has its sustainable development standard,
the SNR-i, developed by the International Rubber Study Group (IRSG). The
SNR-i is a multi-stakeholder approach and is a forum for the discussion of
best practices and issues relevant to the entire industry. Committed par-
ticipants, including SIPEF, have submitted self-declaration forms to the
IRSG, rating their practices against the initial criteria of the SNR-i. SIPEF
was one of the very first rubber plantations to participate in the SNR-i.

SNR-i

Sustainable Matural Rubber Initiative

GLOBAL PLATFORM FOR SUSTAINABLE NATURAL RUBBER (GPSNR)
The GPSNR is an international, multi-stakeholder, voluntary member-
ship organisation, with a mission to lead improvements in the socio-eco-
nomic and environmental performance of the natural rubber value chain.
Development of the GPSNR was initiated by the CEOs of the World Business
Council for Sustainable Development (WBCSD) Tire Industry Project (TIP)
in November 2017. Members of the platform include producers, processors
and traders, tyre makers and other rubber makers/buyers, car makers, other
downstream users, financial institutions and civil society. SIPEF has been
a member since the inception of the organisation and believes that it can
act as arole model, given its Rainforest Alliance certification.

GLOBALG.A.P.

GLOBALG.A.P. is an internationally recognised set of farm standards
dedicated to Good Agricultural Practices (GAP). It is a non-profit organi-
sation whose mission is to work on the continuous improvement of GAP
at farm level, to ensure confidence in the safe and sustainable produc-
tion of food for the benefit of consumers. GLOBALG.A.P. certification
covers: food safety and traceability, environment (including biodiver-
sity), workers’ health, safety and welfare, animal welfare, and includes
Integrated Crop Management (ICM), Integrated Pest Control (IPC),
Quality Management System (QMS) and Hazard Analysis and Critical
Control Points (HACCP). The banana estate of SIPEF, Plantations
J. Eglin in Ivory Coast has been certified since 2006. In August 2017,
during the recertification of the banana activities, the horticultural
activities were also included, in response to strong customer demand.

‘I:P m’ﬁr
1= 122y

R
GLOBALG.AP
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FAIRTRADE

FAIRTRADE

Fairtrade certification serves as an alternative to conventional trade and is
based on the partnership between producers and consumers, with the goal
of improving lives and reducing poverty through ethical trade practices.
The Fairtrade certification system aims to assure consumers that their
purchase meets specific social, economic and environmental standards.
In 2019, one of the three banana sites (Motobé) of SIPEF, Plantations J.
Eglin in Ivory Coast, was certified. The other two estates are targeting
Fairtrade certification in 2021, as market demand is developing at a slow
pace. It is the intention of the Company to develop this standard with the
customers in the European market.

FSSC 22000

FOOD SAFETY SYSTEM CERTIFICATION (FSSC)

In this world with a growing population, the need for affordable, safe and
good quality products is rising. Furthermore, there is more awareness of
customers for these products to be produced in a socially and environmen-
tally responsible way. To fulfil this need, FSSC 22000 provides a trusted
brand assurance platform to the consumer goods industry. The FSSC 22000
certificate proves that the organisations food safety management system
is in compliance with the Scheme requirements.

In 2019, Cibuni received Food Safety System Certification (FSSC 22000)

version 4.1.

HALAL ASSURANCE SYSTEM

Halal is an Arabic word that means permissible. A Halal certified product is
aproduct that is permissible or acceptable in accordance with Islamic law.
The Assurance System is a system that guarantees the integrity of Halal
food at the processing stage, thereby confirming the production of Halal
and quality food.

SIPEF obtained this certificate to comply with the specific request of the tea
customers, and the Cibuni tea estate was Halal certified in September 2019.
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INTERNATIONAL ORGANIZATION FOR STANDARDIZATION (1S0O)

The ISO standards are the most recognised global standards for good
practices, applicable to all processes and commodities.

In 2004, the environmental management system that the Group uses in
Papua New Guinea was ISO 14001 certified.

In 2018, with the exception of Musi Rawas and DIL, the STPEF companies in
Indonesia achieved ISO 9001:2015. In 2019, the scope of the ISO 9001:2015
certificate was extended to include all companies.

SIPEF’s approach to sustainability

9001:2015
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SEDEX

Sedex is one of the world’s leading ethical trade service providers, acting
to improve working conditions in global supply chains.

Sedex provides practical tools, services and a community network to help
companies improve their responsible and sustainable business practices,
and source goods responsibly.

Using Sedex enables companies to work together to better manage their
social and environmental performance, and protect people working in the
supply chain.

Plantations J. Eglin joined Sedex as a supplier in 2008, to prove to its buyers
that the materials and goods were sourced responsibly from a wide range
of third party providers.

On the basis of all these certificates, today the tea plantation and the banana activity). Several
Group holds 30 certifications, which were granted certification applications are currently still under
to all the operational units (nine palm oil mills consideration, like the FSC certification for the
and related supply base including smallholders, rubber activities and the further rolling out of the

two palm kernel mills, three rubber factories, one Fairtrade certification of the banana plantations.
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3. Traceability

Traceability is a key component of sustainability.
SIPEF is a firm believer in and encourages full
transparency of commodity supply chains. The
customers have the right to know the origin of
the products of the Group. SIPEF will disclose
the origin of any shipment to its customers and
to concerned stakeholders. All commodities sold
by SIPEF are fully traceable to their place of pro-
duction, either an estate managed by SIPEF or
an associated smallholder plot. The customers
of SIPEF value highly traceability and the visi-
bility it gives to the origin of the products they
source. SIPEF is in a privileged position to fulfil
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its commitment to full traceability of the palm
products, rubber, bananas and tea that it supplies.
The Group implements traceability from the field,
for own estates and third party suppliers, to the
port. All raw materials entering the mills, facto-
ries and packing stations are fully identified and
will not be processed if their origin is unclear.
Smallholders are part of SIPEF’s supply base to
produce palm products. The Company actively
supports smallholders to achieve certification, by
providing free training and guidance. Improving
skills and livelihood builds stable, transparent
supply chains for the mills, but more importantly,
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it builds stable, harmonious communities and
partnerships. In 2018 the Group welcomed in
Indonesia the RSPO certification of a group of
31 independent smallholders (Koperasi Serba
Usaha Suka Makmur) supplying the UMW mill
of the SIPEF group to continue fully segregated
RSPO palm oil production.

At the end of 2019, the Group consists of 299

smallholder members.
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4. Governance structure

SIPEF has the necessary governance structure to
carry out the decisions related to the management
of the plantations as well as the application and
adoption of the RPP.

The corporate governance of the holding company
of the SIPEF group is described in detail in the
Corporate Governance Statement on page 136 of
the Annual Report 2019.

At Group level, three teams are in charge of the
sustainability policy: the sustainability teams
of Indonesia, of Papua New Guinea and of Ivory
Coast. Each team is composed of experts who are
responsible for the sustainability of the products
cultivated in their respective locations. A sustain-
ability officer oversees the teams in Indonesia
and Papua New Guinea, and reports directly to
the in-country president director (Indonesia)
and CEO (Papua New Guinea) as well as to the
executive committee and the managing director
of SIPEF.

The Indonesian team is composed of 16 people,
including the sustainability officer of the Group,
and is spread across four regions: in the Medan
head office, six people are active in the area of sus-
tainability, in North Sumatra three, in Bengkulu
four and Musi Rawas counts three sustainability
experts.

In 2019, the Indonesian sustainability team was
extended with a Research and Development
Advisor in the Environment and Conservation
Department, in order to cope with the enhanced
principles and criteria RSPO introduced in 2018.
In 2019, the sustainability officer was replaced.
Papua New Guinea and Ivory Coast have small-
er teams consisting of respectively six and two
experts.

The sustainability teams report to the presi-
dent director, CEO and the general manager of
the area, and the teams of Indonesia and Papua
New Guinea to the sustainability officer of SIPEF.
They all report directly to the managing director
of SIPEF. Monthly updates are provided to the
executive committee by the sustainability officer
of SIPEF. A Sustainability report is provided to
the board of directors at least twice a year.
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SIPEF BOARD OF DIRECTORS
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5. Reference model

A strategy of sustainable development and
responsible practices needs to be accompanied
by transparent communication.

SIPEF published in 2016, its first Sustainability
report in the form of a bi-annual document. In
2018 the second edition of this report appeared,
structured around the Global Reporting Initiative
(GRI) standards and relating to the financial years
2016 and 2017. Both reports can be consulted on
the SIPEF website.

Since 3 September 2017, the law has imposed on
quoted companies the obligation every year to
establish a ‘Statement of non-financial informa-
tion’, which forms an integral part of the annual
report. The annual reports relating to the finan-
cial years 2017 and 2018 already contain such a
statement.

SIPEF decided to use
the Sustainable

Development Goals
(SDGs) of the United

Nations as the

reference model.

The present chapter on sustainability stands for
the ‘Statement of non-financial information’
and replaces the bi-annual Sustainability report,
which normally should have been published at
the beginning of 2020.

Finally, SIPEF decided to use the Sustainable
Development Goals (SDGs) of the United Nations
as the reference model to which the law of 3
September 2017 refers. Although the report is
not drawn up based on the GRI reporting model,
various links are made to this standard and its
indicators throughout the entire report.

Sustainable Development Goals (SDGs)

The Sustainable Development Goals (SDGs) were
initiated at the United Nations Conference on
Sustainable Development in Rio de Janeiro in
2012. The objective was to produce a set of univer-
sal goals to meet the urgent environmental, politi-
cal and economic challenges facing the world. The
SDGs replace the Millennium Development Goals
(MDGs), which started a global effort in 2000 to
tackle the indignity of poverty. The MDGs estab-
lished measurable, universally agreed objectives
for tackling extreme poverty and hunger, pre-
venting deadly diseases, and expanding primary
education to all children, among other develop-
ment priorities.

In order to re-emphasise and partially re-focus
their goals the United Nations (UN) took the initi-
ative of setting out sustainable development goals
in order to end poverty, fight inequality and injus-
tice, and protect the planet. These goals should be
reached by 2030. The Member States of the UN
agreed upon 17 SDGs, making them the world’s
agenda for sustainable development.

These targets, which are to be considered as one
and indivisible, reflect the three dimensions of
sustainable development: the economical, the

social and the environmental dimensions.

In whatever way the 17 targets are linked with
each other, one thing is certain: these goals are a
unique merger of two global agendas: sustainable
development and development cooperation.
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The RPP of SIPEF is in line with the rationale
of the 17 SDGs and, more precisely, sustainable
business and being successful go hand in hand.
Moreover, there is an overlap between the goals
of RSPO and SDGs, where RSPO concentrates
on palm oil activities and the SDGs set out tar-
gets for all companies without distinction. As
the activities of SIPEF are not limited to palm
oil production it is appropriate to apply a broader
model than RSPO for the sustainability reporting,
such as the SDGs.

The board of directors’ meeting of 10 September
2019 pointed out twelve of the 17 development
goals as the ones that are connected to the Group’s
business.

The twelve goals were carefully selected in
advance by the sustainability managers of the
Group and the members of the executive com-
mittee, taking into account the activities of the
Group.

However, in view of reporting in an efficient
and concise manner, it was decided to identify
arestricted number out of the 12 retained tar-
gets for the use of the Sustainability report in
relation to the different aspects reflected by the
Materiality Matrix of the Group.

As aresult, the Sustainability report of 2019 is
based on the following targets:
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Environmental

[ ]
t O 1 C S Environmental topics refer to the effects of SIPEF’s
p activities in relation to GHG emissions, air emissions,
land use, water pollution and use, and waste genera-

tion. For SIPEF, as for most companies, these effects

can be negative.

For many years the policy of the Group has been
focused on the reduction of these negative effects and,
even more, on the improvement of the protection of
important ecological areas and the restoration of
affected forest and planting areas.

of carbon stored in the forest, with all the known

consequences for nature and people. SIPEF
P e recognises deforestation as a major negative
13 ACTION 15 ONLAND impact of the establishment of new plantations
and is committed to avoiding this. As a result,
SIPEF has since November 2014 included in its
RPP the commitment to no deforestation.

GLEAN WATER 12 RESPONSIBLE
AND SANITATION %ﬁ’%ﬁg’“ﬂﬂ

o JCO

In addition to no deforestation, the RPP provides

The Company considers these SDGs to be a chal- that STPEF will not develop peat areas, regardless
lenge for its business, and takes various actions, as of the depth, in new estates. SIPEF does, how-
mentioned hereunder, to align its achievements ever, own several historically developed peat
with the goals described in each. estates. All these peat estates are inventoried,

documented and reported to the RSPO Secretariat
to enable the monitoring and promotion of best

management practices (BMPs) as per the RSPO
1. No deforestation — no peat requirements.

Deforestation and the cultivation of peatlands

cause loss in biodiversity and contribute to a

reduction in soil fertility and other important 2. Best management PfaCtiCGS
environmental services such as the provision of

clean water, and the sequestration and storage of SIPEF has always adapted to changing social, eco-
carbon. The conversion of forest into agriculture nomic and ecological circumstances, and its policy
increases atmospheric GHG through the release has been and still is oriented to best practices.



SIPEF Sustainability report 2019

Therefore, the RPP of SIPEF provides that the
Group has to adopt ‘the best management prac-
tices’ as soon as they become available and apply
them to various crops and locations. By doing so,
the Group aims to maximise its positive impacts
on the landscape, while mitigating and eliminating
any negative impacts. The RPP points out that
BMPs must be adopted and implemented to
ensure optimal use of the land converted into
plantations.

3. HCV/HCS - riparian areas,
conservation areas

SIPEF implements the High Conservation Value
(HCV) and the High Carbon Stock Approach
(HCSAY) methodologies to ensure that its plan-
tation expansion does not result in the loss of
areas of HCV, forests and ecosystem services. The
HCV of all existing plantations has been assessed
and recognised by the RSPO at the time of the
original assessment. In November 2018, RSPO
endorsed the new standard which requires HCS
assessments in addition to HCV assessments, to
ensure that oil palm expansion does not result in
deforestation. New developments, which were
assessed before the current RSPO standard was
endorsed and on which land clearing is ongoing,
are being assessed for HCS to ensure that no for-
ests that are High Carbon Stock, are cleared. All
subsequent new development areas are subject to
an integrated HCV/HCS assessment, using asses-
sors licensed by the HCV Resources Network?,
as required under the current RSPO standard
endorsed in November 2018.

1 WWW.HIGHCARBONSTOCK.ORG
2 WWW.HCVNETWORK.ORG
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SIPEF recognises
deforestation as a major
negative impact of

the establishment of

new plantations and is
committed to avoiding this.
As a result, SIPEF has since
November 2014 included in
its RPP the commitment to

no deforestation.

Once the HCV/HCS areas are identified, they are
clearly delineated, actively protected and moni-
tored in order to maintain their inherent values.
The presence and management requirements
of these areas in the operations is made known
to neighbouring communities. In fact, some
of the HCV were identified by consulting local
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communities, such as forests with spiritual impor-
tance or which are critical sources of non-tim-
ber forest products. The management of these
social HCV areas requires they remain accessible

SIPEF implements the

High Conservation Value
(HCV) and the High Carbon
Stock Approach (HCSA)
methodologies to ensure
that its plantation expansion

does not result in the loss
of areas of HCV, forests and
ecosystem services.

to communities. Other conservation areas are
established as identified by third-party
assessments or by the Company, taking into
consideration landscape-level impacts.

SIPEF started using the HCSA toolkit before it
was introduced into the RSPO standard in 2018.
This approach enables the implementation of
no deforestation by identifying ‘liveable natural
woodland’ and community lands (land belong-
ing to local communities). In practice, the two
approaches (HCV and HCSA) complement one
another and have now been combined into a sin-
gle process to determine where palm oil areas

can be developed and where they cannot. SIPEF
applies this combined approach. The result of
such assessments is a clear delineation of ‘go’ and
‘no-go’ areas.

HCSA was originally developed to differentiate
its methodology between countries or landscapes
with fragmented forest cover versus those with
high forest cover. After four years of engagement
it was decided not to differentiate the method-
ology, which puts high forest cover landscapes
(HFCL), such as Papua New Guinea in a difficult
position regarding the prospects for expanding
the palm oil industry as a contributor to its eco-
nomic development. The RSPO, which has refer-
enced the HCSA methodology in its standard has
recognised this and is working on adapting the
methodology in special cases. SIPEF is engaged
with RSPO in this adaptation of the HCSA meth-
odology to ensure that there is a space for new
RSPO members in countries with High Forest
Cover including for the small-scale producers in
these areas, who are completely dependent on the
income from their oil palm plantations.



SIPEF Sustainability report 2019

3.1 SIPEF foundation (Indonesia)

The Group is convinced that plantation compa-
nies can and should look beyond their conces-
sions, to the wider landscape, natural and social,
for positive projects to support or develop. The
perennial nature of the Group’s presence can be
leveraged to deliver lasting positive impacts.

Towards this aim, SIPEF participates through
a foundation in several projects that improve
the protection of important ecological areas in
Indonesia. Yayasan SIPEF Indonesia is a foun-
dation SIPEF helped to set up in 2009 to improve
the protection of important ecological areas in
Indonesia. It currently manages two projects in
Mukomuko in Bengkulu province, south-western

Sumatra.

TURTLE CONSERVATION PROJECT

The first is the Turtle Conservation Project at Air
Hitam Conservation Park. This project is direct-
ly managed by the Foundation in collaboration
with the National Resource and Conservation
Official of Bengkulu Environment and Forestry
Department. It was launched in 2010 and is one of
the very few protection projects in Sumatra to be
implemented by the local population. Two villages
work together as field operators to watch over
a stretch of beach around five kilometres long,
checking whether turtles have laid eggs there.
The eggs are collected to safeguard them from
scavenging lizards and are hatched in controlled
conditions before they are released. Changing
ocean currents have washed pebbles up on the
beach in recent years and this has reduced the
area available to the turtles. Nonetheless, there
was an upswing in brood numbers in 2018 and in
2019. Just 1 013 eggs were collected in 2017, but
the number rose again to 2 935 in 2018 and to
4922 in 2019, primarily eggs of the olive ridley
turtles (Lepidochelys olivacea) (4 846 olive rid-
ley turtle eggs and 76 leatherback turtle eggs). In
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2019, 2 734 baby olive ridley turtles were released.
Unfortunately, none of the leatherback turtle
eggs hatched successfully. Research to improve
the release rate is being undertaken.

SIPEF continues to support the
local authorities and villagers
who work on the project to

2734

In 2019, 2 734 baby

olive ridley turtles

ensure everything is ready
when the conditions on the
beach improve and the turtles
come ashore in great numbers ware raleasad
again. The leatherback sea turtle

(Dermochelys coriacea) laid eggs

there in 2018, for the first time in

seven years. Through means not entirely

understood by science, turtles always return to

the beach where they were born. It is the ambition

of SIPEF that in the years to come there will be

many more turtles visiting these beaches to lay

eggs for future generations to enjoy.
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SIPEF BIODIVERSITY INDONESIA (SBI)

The second project is SIPEF Biodiversity
Indonesia (SBI), a Forest Management
Unit (FMU) restoring the ecosystem. As
the Indonesian Environment and Forestry
Department grants ecosystem restoration conces-
sions only to legal persons, the Foundation could
not act directly but had to set up alimited liability
company, SBI, through which it can operate.

SBI is the Foundation’s biggest project. The
SIPEF group has reserved an annual budget of
USD 200 000 for the project.

SBI manages a 12 656-hectare forest that func-
tions as a buffer for the Kerinci Seblat National
Park and provides ecosystem services to the
populations downstream of the watershed. It is
home to the threatened Sumatran tiger (Panthera
tigris sumatrae). It is one of just 16 projects in
Indonesia that has been given an ecosystem
restoration permit by the Indonesian Forestry
Ministry for a term of 60 years. Forty people work
at SBI’s local office in Mukomuko, from experi-
enced rangers to young graduates, who mostly
come from the surrounding villages.

. Pﬂul‘fmwd- Rimba, 5P 5 RT 06 Simpang ¥¥

Dusun 2 Desa Tirta Makmur, Kec. Alr Manjunts, Kah Mukomuko ;
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The first patrols and camera traps were opera-
tional in 2015. The purpose of the patrols is to
fight the illegal felling of trees, the illegal planting
of oil palms and poaching. In 2015 the SBI team
racked up 1 083 person days in patrols, compared
with 1147 in 2018 and 1 222 in 2019. These fig-
ures show that illegal felling clearly remains an
ongoing threat and the close partnership with
the Forestry Service and the security services to
control it must be continued.

In 2016 groups from the community began
reforestation work in the project area for the first
time. In the meantime, several groups of forest
growers have been formed and the project has
almost reached full capacity. Forest growers are
an essential part of the project and are just as
important to its long-term success as the patrols.
Their close relationship with SBI ensures that
the surrounding communities understand and
to a great extent support the goals of the project.
Supervised by SBI, forest grower groups manage
part of the most affected areas which are regis-
tered with the Forestry Service. Only tree crops
are planted on the lots, with a mix of more than
twenty types of fruit tree, rubber and timber spe-
cies. Eight nursery gardens were being actively
managed at the end of 2018, five by the foundation
and three by the villagers. The planting of affected
forest areas is continuing steadily, with 20 hec-
tares and 51 hectares of pure restoration conduct-
ed in 2018 and 2019 respectively. In addition,
a total of 206 hectares (2018) and 340 hectares
(2019) of disturbed natural forest areas are being
actively managed to assist in the natural restora-
tion of ecologically valuable trees. The SBI project
is managing the second largest reforested area of
all 16 ecosystem restoration projects. Oil palms
growing illegally in the project area continue to
be felled. In 2017, 1 438 palms were felled in the
project area, 62 in 2018 and 73 in 2019. Felling is
done with the consent of the growers, who under-
stand the situation with regard to land rights and

Environmental topics
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nature conservation. Most of these growers have
joined the project groups. SBI is actively invest-
ing in training and capacity building to support
alternative livelihoods that are conducive to the
conservation objectives of the area.

SBI has four base camps, the last of which was
constructed in 2019. Each of these base camps
has a fire watchtower. The camps have three main
functions: a permanent presence at known project
access points, an assembly point for patrols and
biodiversity monitoring, and nursery locations
for future planting activities. The project’s most
rewarding activities are the camera traps and the

biodiversity monitoring. That is shown by the rich
megafauna that has been sighted in the area: the
critically endangered Sumatran Tiger (Panthera
tigris sondaica), the Sumatran clouded leopard
(Neofelis diardi diardi), the sun bear (Helarctos
malayanus), tapirs, the Sumatran muntjac
(Muntiacus montanus) and the great argus. Two
rare species have also been spotted: a fairly big
Asian golden cat and dhole dogs (Cuon alpinus).
These positive trends encourage the SIPEF foun-
dation to continue its activities.
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3.2 Reforestation program (lvory Coast)
SIPEF has another reforestation program in
Ivory Coast. The forested area in Ivory Coast was
reduced from 16 million hectares in 1960 to less
than 3 million hectares in 2010.

Plantations J. Eglin, SIPEF’s banana company,
is fully aware of the importance of forests for
the preservation of biodiversity as well as for
the climate. With this in mind, following a 2010
study into the integrated management of flora
and fauna on its production sites, it implemented
areforestation plan for low-lying areas not suited
to banana cultivation, primarily on the sites of

Azaguié and Agboville.

More than 150 000 Gmelina and teak trees These areas were mainly populated with Gmelina
were planted over 132 hectares on the two sites (96%), which is better suited to the low-lying land
between 2010 and 2019, corresponding to 8% of than Teak (4%), which thrives better on hillsides.

the Company’s estate.

DETAILS OF THE FORESTATION PER SITE AND YEAR:

AREA PLANTED (HA) SPECIES (o:NAVTeIN

AZAGUIE AGBOVILLE PLANTED

2010 The total area planted in Agboville at the end of 2010 was 31 hectare.
55 21 Gmelina arborea However. 10 hectare of Teak failed to thrive due to excessive water
/ Tectona grandis in the low-lying areas. This species was then abandoned in favour of
Gmelina.
201 . 10 hectare of de Gmelina planted instead of the 10 hectare Teak lost at
1 10 Gmelina arborea

Agboville in 2010.

2012 10 1.5 Gmelina arborea
2013 17.7 28 Gmelina arborea
2014 0 12 Gmelina arborea
2016 4 4 Gmelina arborea
2019 7.3 - Gmelina arborea

TOTAL 455 86.5
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Besides their environmental role, Gmelina and
Teak are also commercially valuable species.
Gmelina is a very fast-growing species that can
be exploited after 15 years, provided the proper
forestry techniques are used. They can grow to
30-40 m in height, with a diameter of 80-140 cm
and are used for crates, fibre boards and particle
boards, sculptures, everyday furniture, match-
sticks, instruments, high-quality pulp, pencils
and so on. With that in mind, in consultation with
the SIPEF group, general management launched
a study into the options for the future exploita-
tion of the plots as forested areas. As part of the
study, the trees in each plot were counted and the
ones that needed to be cleared were identified for
non-commercial thinning, so that the remaining
trees could grow at a faster rate, increasing their
commercial value. Exploitation opportunities
are being evaluated for the use of the thinning
products as charcoal or as a fuel for bakeries. This
thinning should generate 2 000 tonnes of wood.

937

Improved fireplaces
replace the three-stone

fireplaces

3.3 Reduction of firewood consumption
(Ivory Coast)

Furthermore, wood is the leading cooking ener-
gy source in the rural areas where the sites are
located. Plantations J. Eglin felt it appropriate to
implement campaigns to reduce the wood con-
sumption of households on the sites, alongside
employee awareness raising and the creation of
wooded areas. In 2018, an improved fireplace
prototype was developed in a series of tests, and
brought into general use in existing residential
areas as well as new housing areas. A total of 537
improved fireplaces had been built by the end of
2019 to replace the three-stone fireplaces used
by the households.

These improved fireplaces have the following
advantages:

- 60-70% reduction in wood consumption by
households

- Saving time when cooking meals, as two
meals can be cooked at the same time in the
new fireplace

- An easier life for households as less wood
needs to be collected for the fire

- Protection of human health due to lower
exposure to combustion fumes, which are
channeled through a chimney, unlike in
three-stone fireplaces

- Preservation of buildings, which are not as
exposed to combustion fumes
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4. Greenhouse gas (GHG)
emissions

Inrecentyears, SIPEF has committed to a strategy
to reduce its GHG emissions as enshrined in its
RPP. In light of this, SIPEF has taken several
steps to reduce the emission of GHG. SIPEF is
currently assessing the possibility to become ‘car-
bon neutral’. It is recognised that it will require a
good understanding of the historical and current
emissions of the Group in order to communicate

arealistic target for that.

All agriculture results in the emissions of GHG.
The main sources of GHG are from the release of
carbon from historical land use conversion; the
oxidation of peat; the anaerobic decomposition
and production of methane from rubber and palm
oil effluent; the release of nitrous oxide as a result
of the use of fertiliser; and emissions resulting
from the use of vehicles and machinery in the
operations.

SIPEF has committed to a no deforestation and no
new peat policy and this will reduce the emissions
from converting secondary forest to agriculture.
Peat stores large amounts of carbon, which, when
drained for agriculture, is converted to carbon
dioxide through decomposition by aerobic bac-
teria (respiration) and in some cases fires (oxi-
dation). The rate of decomposition is minimised
through the maintenance of a high-water table.
As already mentioned, SIPEF has committed to
no new plantings on peat and this also imple-
ments best management practices to minimise

the decomposition and fires on peat.

Environmental topics

After land cover change, the next biggest emis-
sion factor is the emission of methane from mill
effluents. The largest source of mill effluent is
the palm oil mills. The organic matter within the
effluent is a high quality nutrient organic mat-
ter. A part of the treatment process to reduce
the organic matter in palm oil mill effluent uses
anaerobic bacteria.

Unfortunately, this process releases methane,
which is a powerful GHG. In order to avoid the
release of methane into the atmosphere, the
methane is burned in flares or biogas engines. The
latter replaces electricity from the grid which in
all the Group’s operating areas is produced from
coal or diesel-powered generators when no grid
connection is available.
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GHG EMISSIONS FROM PALM OIL MILLS EFFLUENT (POME)

TONNES CO, EMITTED OR
AVOIDED IN 2018

TONNES CO, EMITTED OR

FACILITY AVOIDED IN 2019

CAPTURE SYSTEM

INDONESIA

NORTH SUMATRA

BMPOM Aerobic compost + methane capture
PLPOM Reactor tank + methane capture
UMWPOM Reactor tank + methane capture
BENGKULU

MMPOM Reactor tank + biogas engine
BTPOM Effluent ponds

MUSI RAWAS

DILPOM Effluent ponds

22 397.89 15039.28
22502.45 24115.07
28 927.65 34 277.88
50 980.50 44 866.46
27 221.41 23 681.39
5525.64 7528.39

PAPUA NEW GUINEA

HARGY POM Effluent ponds
BAREMA POM Reactor tank + methane capture
NAVO POM Effluent ponds

EMITTED

999.49 1324.01
5960.99 4654.72
1337.90 64291

33176.70

AVOIDED 130769.48 122 953.41

As canbe seen above, SIPEF currently has methane
capture systems at five of the nine palm oil
mills. By capturing the methane produced in
these digesters and either flaring or producing
electricity with it, a large amount of GHG emis-
sions are avoided. All methane capture devices
installed in the plants are registered with the
UN Framework Convention on Climate Change
(UNFCCC) and meet the Clean Development
Mechanism (CDM) standard, validating the tech-
niques used.

It is the intention of the SIPEF group to equip
all palm oil mills with methane capture/preven-
tion systems in the future, as technology becomes
available and affordable. Further investment in
biogas engines depends on commitments from the
electricity companies, as early 2019 they stopped

35084.44

paying for the delivery of the electricity. This
income is essential to make these investments
aviable economic project.

In the recent past, three important projects
were realised in Indonesia to remedy and limit
the emission of methane gas as much as possible:

- The Mukomuko palm oil mill became the
first to be equipped with a bioreactor with
methane capture. The methane was initially
used as fuel for one of the boilers. The
installation of a biogas-powered generator
was then begun for the production of elec-
tricity. This power is used to operate the
mill and for other Company activities, such
as drying the rubber blocks produced in the
nearby crumb rubber factory. The generator
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Biogas engine in Mukomuko

also produces the electricity for the central
workshop, management offices and Compa-
ny housing.

Furthermore, SIPEF used to supply electric-
ity to the public electricity grid. However,
these supplies were discontinued due to
cessation of payment.

The Perlabian palm oil mill was upgraded
from using a covered lagoon to using a bio-
reactor to further improve methane capture
and containment of the process.

Lastly, in Bukit Maradja a composting sys-
tem became operational at the end of 2017
and produces high quality compost. The
system maintains the aerobic conditions at
a constant level to ensure that no methane
is produced during the composting process.
That is achieved by ventilating the soil and

the successive transfer of the compost from

Environmental topics

The bioreactor tank at the Perlabian palm oil mill

one bunker to the next. The oxygen con-
tent and the temperature are constantly
monitored and registered. The whole pro-
cess takes place in aerobic conditions, so no
methane is produced.

The Bukit Maradja composting system is the
first of its kind. The mill facility became a ze-
ro-discharge mill which maximises the re-
cycling of nutrients otherwise lost through
effluent discharge. By putting compost back
into the field, the use of chemical fertilisers
is reduced, which would otherwise emit
large amounts of N20, a GHG which is 310
times as powerful as CO2. Besides being a
fantastic reduction of GHG emissions, the
compost improves the ‘soil DNA’, which is
a term used to describe the necessary biotic
conditions to sustain high yields in the plan-
tations.
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At the end of 2017, a composting system was put into

operation in Bukit Maradja

The historical GHG emissions for SIPEF’s RSPO
certified palm oil estates have been estimated
since 2014 utilising the GHG calculators issued
by the RSPO. The calculator estimates major
sources of GHGs and balances this against carbon
sequestration in the oil palm crop and in the mill
products and by-products. It converts all of these
to carbon dioxide equivalents (CO4€) over the

In the Bukit Maradja
plantation, a composting
system processes 100% of
the EFB and the wastewater
into organic fertiliser with

a high nutrient content.

The compost is used as soil

improver in the plantations.

life span of the crop and expresses the results in

COae per tonne of crude palm o0il (CPO). The pro-
duction of CPO causes GHG emissions from land
use change (i.e. forest conversion), planting on
peat, palm oil mill effluent, fertiliser use and fuel
use. While some of these emission factors have
changed due to the Company no deforestation and
no peat commitment, the estimates cover the life
cycle of the palm and include historical emissions.
While SIPEF has completed GHG calculations for
all of its RSPO certified supply bases, it has not
done so for its as yet uncertified plantations. In
addition, there have been no similar calculations
done for the emissions from the cultivation of
rubber, tea or bananas. Finally, there has been
no estimate of the carbon storage and seques-
tration activity of the SBI Biodiversity Project,
in which SIPEF has actively worked toward the
effective protection and restoration of over 12 000
hectares of HCV forests. SIPEF has therefore set
the target to calculate all of the GHG emissions
and absorption factors of its entire operation by
2020. Based on this STPEF will then set realis-
tic emission reduction targets and a strategy to
achieve these targets to be communicated in the
2020 Sustainability report.
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Furthermore, SIPEF is monitoring the use of fos-
sil fuel by its operations and introducing measures
to reduce this. SIPEF monitors its fuel use and
strives to reduce this to increase the cost efficien-
cy of its operations as well as reduce the GHG
emissions associated with fuel usage. As can be
seen from the table below, the efficiency as meas-
ured in litres of diesel consumed per tonne of
product sold, is improving.
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The figures for palm oil concern Indonesia and
Papua New Guinea. In Indonesia the use of fossil
fuel is low as the operations of the mills are driven
by electricity directly supplied by the public net or
generated by the methane capture systems build
at the mills producing their own electricity. On
the other hand, in Papua New Guinea electricity
is mostly produced from diesel, which explains
the higher consumption of fossil fuel than in
Indonesia.

Indonesia
® P.OM @ BMOM @ UMWOM © MMOM BTOM DMOM
Papua New Guinea
©® HOM NOM BOM
25 30 35 40 45 50 55

2017

2018

2019

@ MMCRF @ BPRF MASRF

0 5 10 15 20

AVERAGES

(440}

® PalmOil @ Rubber @ Tea

The rubber operations reduced drastically the use
of fossil fuel in 2018 and 2019 due to the replacing
of the diesel burners by gas burners for the drying
of the rubber.



46

The connection to the world of sustainable tropical agriculture

The fossil fuel use for tea has improved
significantly as from 2016 on, year during which
the mills started producing their own electricity
via water turbines. In 2018 the tea facto-
ries switched almost entirely to the public
electricity net.

5. Use of chemicals

5.1 Fertiliser

Fertilisers are a necessary requirement to main-
tain agricultural productivity. Nutrients that are
exported with the sale of agricultural products
must be returned to the soil for future biological
growth. Fertilisers represent one of the most sig-
nificant costs of operations and the Group focuses
on the reduction of the use of mineral fertilisers
in the plantations and on their promotion or
replacement by organic fertilisers.

All the empty fruit bunches (EFB) produced by
the Group’s palm oil mills are applied to the fields
to return the remaining nutrients and organic
matter content back to the field. In the Bukit
Maradja plantation, a composting system pro-
cesses 100% of the EFB and the wastewater into
organic fertiliser with a high nutrient content.
The compost is used as soil improver in the plan-
tations. This way SIPEF can drive down the use
of mineral fertilisers. The compost is expected to
replace in excess of 60% of the mineral fertilisers
in the Bukit Maradja plantation.

The packing stations of bananas are entirely
driven by electricity supply from the public net.

5.2 Pesticides

Specific attention is given to the use of pesticides.
Integrated pest management (IPM) plans are
developed for all operations and reviewed annu-
ally. All active ingredients in use are also reviewed
annually for safety and efficacy. Pesticides in
World Health Organisation (WHO) classes ‘Ta’ and
‘Ib’ are used only when no effective alternatives
are available. Their use is authorised in writing
by local senior management on a case-by-case
basis. All the tea, rubber and banana estates of
the Group are certified to the Rainforest Alliance
Standard and do not apply any of the pesticides
prohibited by this standard as per their list of
prohibited pesticides (www.rainforest-alliance.
org/business/resource-item/lists-for-pesti-
cide-management/). The Rainforest Alliance
prohibited pesticide list is updated regularly with
the technical input of the University of Oregon
and represents the highest industry standard. The
active ingredient, paraquat, was phased out of all
the SIPEF operations in July 2016.

All workers, permanent or otherwise, involved
with pesticides are trained and equipped ade-
quately, and their health is monitored.

In all the crops of the Group, IPM systems are
in place. IPM is a holistic concept where pes-
ticides are one element of pest management,
but not the only element. Specific, targeted
agricultural practices are a part of pest man-
agement. For example, the rhinoceros beetle
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(Oryctes), a serious threat to young palms, can
be controlled by chipping old palm trunks at
the time of replanting, thus reducing the hab-
itat of the Oryctes larvae. This logic prevents
the overuse of insecticides. SIPEF encourages
natural predators like the barn owl and black
shouldered Kkites to thrive in its plantations
and thereby keep the rodent populations down.
The Agro Muko estates are investing heavily
in owl boxes. To date, 130 owl boxes have been
built and there is a 70% occupancy. The presence
of owls helps keeping the rat population down
and in turn reduces the reliance of the Group on
rodenticides.

When pesticides are needed, their use is opti-
mised. Field employees and agronomists maintain
a census of diseases and pests present. Certain
thresholds of incidence will still trigger the use
of pesticides in a controlled, measured manner.
On the banana estates, great attention is given
to avoiding the development of resistance to
pesticides. The various active ingredients used
are changed regularly, so that low concentrations
of the pesticides can continue to have maximum
effect. The Group is introducing very precise tools
for the monitoring of pesticide use at the planta-
tion block level. Its strategy is to improve the effi-
ciency in the use of pesticides, reducing costs in
the estates, but also benefiting the environment.
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5.3 Compost
Unprocessed EFB are very moist and so unsuita-
ble as boiler fuel. In addition, their size does not
allow efficient combustion in a biomass boiler.
Butinrecent years, these EFB have been recycled
into compost.

At the end of 2017 the first composting system was

put into operation in the Bukit Maradja planta-

tion. It comprises eight ventilated bunkers and

processes 100% of the EFB and the wastewater

into organic fertiliser with a high nutrient con-

tent. The system, that fulfils the standards of the

International Sustainability and Carbon

Certification (ISCC), also processes

deposits from the decanting sys-

te'ms and b01le.r ash. It main- 55 95 1 m3
tains the aerobic conditions at

a constant level to ensure that of palm oil mill effluent

no methane is produced during was recycled and used

in the plantations

the composting process.
in 2019

In 2018 and 2019, 20 755 metric

tonnes and 21 261 metric tonnes of

EFB and 55 014 m3 and

55951 m3 of palm oil mill effluent from the Bukit
Maradja palm oil extraction mill were recycled
and used in the plantations as soil improver,
instead of artificial fertiliser.

The compost is expected to replace more than
60% of the mineral fertiliser in the Bukit Maradja
plantation.
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6. Water footprint

Water is a precious resource and is managed as
carefully as possible. Pollution of waterways is
prevented by maintaining riparian strips of var-
ious widths, depending on local regulations and
best-known practices.

As none of the Group’s crops in Southeast Asia is
irrigated, the main use of water is for processing
and for the use of the employees and their fam-
ilies. In the oil palm operations, the older mills
tend to use more water per metric tonne of FFB
than the newer, better-designed mills.

Since 2017, the operations have gradually been
improved, with a target of less than one met-
ric tonne of water per metric tonne of FFB for
processing. The data for some palm oil mills
still includes the water used by the employees
and their families (PLOM, UMWOM, MMOM,
BTOM, HOM and NOM). Most of the operations
are showing positive trends for water use in litres
per metric tonne of product.

The banana plantation in Ivory Coast uses irriga-

tion. Almost 70% of the irrigation water is stored

WATER USE IN LITRES/TONNE FFB/RUBBER/TEA OR BANANAS 2017 2018 2019
FBB

MILLS INDONESIA PLOM
BMOM
UMWOM
MMOM
BTOM
DMOM

MILLS PAPUA NEW GUINEA HOM
NOM
BOM

DRY RUBBER

FACTORIES INDONESIA MMCRF
BPRF
MASRF

TEA

CIBUNI FACTORY CITF

BANANAS

EGLIN AVERAGE

1258 940 840
825 850 900
1346 1060 1350
813 1040 1130
816 710 700
1010 1770 1000
1230 870 1260
1220 1140 430
590 1700 1620
34 26 24
85 30 31
36 31 32

8 8 8

7100 7900 7000
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in dams during the rainy season then reused and
pumped during the dry season a few months
later. 30% comes from rivers alongside the farms.
Water for the banana packing stations is 100%
supplied from wells due to health and food safety
requests. 100% of the water is recycled after the
packing process by using decantation tanks then
stored in the dams for irrigation in the future. At
Plantations J. Eglin, the energy used to pump the
water is 100% electricity, supplied by the govern-
ment. Bananas remain the most water-intensive
product by far, followed by rubber, tea and palm
oil.

For all the Group’s operations, wastewater dis-
charge is carefully monitored for compliance with
local regulations. Wastewater is either used as a
liquid fertiliser (land application) or is discharged
into water bodies after verification that it will
have no negative impact.

BOD (BIOCHEMICAL OXYGEN DEMAND) OF POM (PALM OIL MILL) DISCHARGE PER OIL MILL (MG/LITRE)

Environmental topics

The most commonly used indicator of effluent
quality is biochemical oxygen demand (BOD).
This is a measure of the amount of oxygen the
aerobic bacteria consume as a result of the organic
matter content within the effluent. A high BOD
indicates that the effluent is rich in nutrients and
can foster the growth of bacteria, thereby increas-
ing the consumption of dissolved oxygen within
the effluent. When effluent is discharged into
natural water courses it is important to keep
the BOD as low as possible so that the efflu-
ent does not contribute to the eutrophication
or oxygen starvation of aquatic ecosystems.
On the other hand, if the effluent is used as a
fertiliser and applied to the land, it is favour-
able to have a high nutrient load (high BOD)
within the effluent. There are laws regulat-
ing the BOD levels required for discharging
into waterways or land application. The lim-
it for discharge to a natural water body is 100
mg/litre and the limit for land application is
5000 mg/litre. SIPEF has the engineering con-
trols and water treatment systems in place as
required and is constantly measuring the BOD
of Company effluent to stay within the required

limits.
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_ OIL MILL WAY OF DISCHARGE 2017 2018 2019

INDONESIA PLOM
BMOM
UMWOM
MMOM

BTOM

DMOM

PAPUA NEW GUINEA HOM

NOM

BOM

LAND APPLICATION
LAND APPLICATION 576
INTO WATER BODY 28
INTO WATER BODY 52
INTO WATER BODY 52
INTO WATER BODY 44
INTO WATER BODY 68
LAND APPLICATION 179
LAND APPLICATION 148

117

1115

58

59

73

S5

144

502

125

1239

24

87

83

98

4l

850

100
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In all the operations of

the Group, with a focus

on the operations on peat,
specific attention is given
to fire prevention, fire risk
monitoring and firefighting.

The RPP of SIPEF prohibits
the use of fire for land
clearing on the estates or on
the areas SIPEF manages.

Training of the fire brigades

7. Wildfire prevention

In all the operations of the Group, with a focus
on the operations on peat, specific attention is
given to fire prevention, fire risk monitoring and
firefighting.

The RPP of SIPEF prohibits the use of fire for
land clearing on the estates or on the areas SIPEF
manages. Such use of fire is not only against the
laws of the countries where the Group operates,
it is also not beneficial to the long-term fertility
of soils.

Moreover, extreme drought situations show the
importance of the impact of climate change.
Therefore, sustainable land development requires
the intensification of future efforts to manage

fires recorded in the concession areas controlled
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by SIPEF. The best way is to work with the sur-
rounding stakeholders, including the authorities,
to discourage any attempt to impact areas and to
enhance cooperation with the local villagers to
prevent fires of all kinds.

To control fire, the Group maintains vigilance
over the managed estates through manned fire
towers, communication with field staff and inves-
tigation of all direct fires observed and potential
fires or ‘hotspots’, identified by satellite in the Fire
Information for Resource Management System
(FIRMS?®). A strict reporting system is in place to
document all fires on the estates. Automated ‘hot-
spot’ alerts based on satellite imagery are received
and each alert is investigated. The fire risk status
is updated every day and communicated to all
levels of the workforce. Fire risk status signs are
placed at numerous points in the estates, so that
the employees and their families are kept aware.
When the risk is considered high, fire spotters
are deployed.

In accordance with the law and with the principles
and criteria of RSPO, the Group has trained fire-
fighters, dedicated resources and vehicles fitted
with water tanks and high-pressure water pumps.
The firefighting teams train weekly and maintain
a high level of motivation. They are deployed out-
side of the estates, whenever necessary, to fight
fires in the nearby villages. All verified fires are
immediately extinguished, and an internal report
is compiled, which is then filed with the police on

every occasion.

Environmental topics

2019 has been a particularly dry year with over
220 fires put out by the field staff of SIPEF
Indonesia, both on the own estates and on near-
by areas where the Company has no control. Of
these, 171 were outside the SIPEF management
areas. All of these were duly reported to the local
police and the causal factors were investigated.
It has been found that most fires were started
intentionally on land outside the jurisdiction
of the Company, and by individuals who wish
to claim ownership over land that is considered
unused and abandoned. SIPEF takes very good
care of its soils and would obviously not use fire
as aland management tool. It values the organic
matter which enriches its soils. Nonetheless the
dry weather in 2019 has caused many fires to burn
throughout Indonesia. Unfortunately, SIPEF has
been implicated in allegations of using fire in the
past. An investigation by the RSPO has resulted in
the Company being absolved of these allegations,
as the majority of the fires being reported took
place in 2015 on the Dendymarker Estate before
SIPEF owned it. Moreover, the 2019 fires which
occurred again mostly in Dendymarker, took place
on land that is owned by local communities and
over which SIPEF has no jurisdiction.

o1

3 WWW.FIRMS.MODAPS.EOSDIS.NASA.GOV/
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SIPEF is attaining amazing
yields in all of its estates.
In particular, the yield per
hectare and the respective
oil extraction rates (OERs)
in Papua New Guinea are
leading in the industry
and, hence, they are the
benchmark for the Group’s
operations in Indonesia.

2.25

1.5

0.75
Soybean oil Sunflower oil Rapeseed oil Palm oil

4

Soybean oil Sunflower oil Rapeseed oil Palm oil

Source: www.theconversation.com/the-geopolitics-of-palm-oil-and-deforestation-119417

8. Yield increase

8.1 Product quality and productivity
PRODUCT QUALITY

The commitment of SIPEF to produce quality
palm oil, palm kernel oil, palm kernels, rubber,
tea and bananas has been the backbone of the
existence of the Group and is providing the first
entry point for the customers. SIPEF believes in
long-term partnerships with its customers and,
therefore, recognises the importance of safe-
guarding the highest standards in quality. Itis
convinced that the production of quality starts
in the fields. Healthy seedlings for oil palm and
clones for rubber and tea, as well as viable tissue
culture for bananas, are essential to begin with.
Careful upkeep of the fields, application of the
right fertilisers and accessibility of the fields are
critical to harvest a high quality product.

PRODUCTIVITY

It has been shown that as the world population is
growing and countries increase their purchasing
power, there is a proportional growth in the con-
sumption of vegetable fats. It has been estimated
that by 2050 the global food demand will be
around 350 million tonnes per year more than
the 185 million tonnes consumed currently. The
growth in biodiesel has been stronger in the last
two decades but depends heavily on governmental
mandates. In a world in which environmental
considerations are driving the industry standards,
the increased demand will have to be met from
responsible and sustainable sources. It has been
proven that palm oil is by far the most efficient
source of vegetable oil by any measure (i.e. land,
water, fertiliser, pesticide, cost).
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SIPEF is attaining amazing yields in all of its
estates. In particular, the yield per hectare and
the respective oil extraction rates (OERs) in
Papua New Guinea are leading in the industry

OIL EXTRACTION RATES

INDONESIA 21.91%
PAPUA NEW GUINEA 22.82%
GROUP 22.36%

The lower the content of free fatty acids (FFA)
the better the palm oil quality.

When oil palm fresh fruit bunches (FFB), which
are exceptionally rich in oil and perishable, are
damaged during harvesting, handling or trans-
port, the main constituents of the oil are mas-
sively and rapidly hydrolysed. This results in
the release of FFA that make the oil more acidic
and lower its quality. The sooner the sterilisa-
tion process (steam cooking) is done after har-

vesting, maximum within 24 hours, the sooner

Environmental topics

and, hence, they are the benchmark for the
Group’s operations in Indonesia. Although there
are differences in soil structure, SIPEF believes
these targets can be met.
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2014 2015 2016 2017 2018 2019

21.83% 22.44% 22.18% 22.47% 2213% 23.01%
23.17% 23.41% 23.93% 24.62% 24.34% 23.33%
22.50% 22.92% 23.05% 23.54% 23.23% 23.17%

this acidification is inactivated. Besides trying
to shorten this delay, SIPEF also ensures a max-
imum reduction in the bruising damage that can
occur at the time of harvesting and handling, as
well as a reduction in the harvesting of overripe
fruits.

High quantities of FFA impede downstream pro-
cessing and, therefore, having high amounts of it
in the crude palm oil (CPO) and crude palm kernel
oil (CPKO) is not desirable.

AVERAGE PERCENTAGE OF FREE FATTY ACIDS IN PALM OIL

INDONESIA PLOM
BMOM
UMWOM
MMOM
BTOM
DMOM

PAPUA NEW GUINEA HOM
NOM

BOM

2.63 2.67 270 242 295
- 3.58 3.65 2.63 299
3.06 3.78 3.05 3.01 3.42
374 3.36 3.46 3.21 3.78
- - - - 3.52
3.98 3.98 3.12 343 3.41
3.54 3.46 3.1 3.32 3.61
- - 5.29 3.97 4.02

013 2014 2015 2016 2017 2018 2019
2.59 2.57 274 2.48 248 2.65 297

314 3.06
3.62 398
3.46 BESS
3.86 3.47

3.7 3.65
3.68 4.03

4.30 398
4.23 4.26
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A highly important
challenge going forward

is the need to consistently
increase the yields from the
smallholder farmers in Papua
New Guinea to improve
their income, general
livelihood and reduce the
gap between the Group’s
plantation yields.

The connection to the world of sustainable tropical agriculture

Smallholder oil palm projects are developed
with and for local communities, beyond legal
requirements. In Papua New Guinea the oil
palm operation, HOPL, is the most engaged
with smallholders. It has included approximately
3700 smallholders in the supply base of its three
mills. Tt collects the crop of the smallholders indi-
vidually, giving them priority over its own crop.
All the smallholders in the supply base of HOPL
have been successfully certified for compliance
with the RSPO standard.

A highly important challenge going forward is
the need to consistently increase the yields from
the smallholder farmers in Papua New Guinea

to improve their income, general livelihood and

reduce the gap between the Group’s plantation
yields. HOPL operations have for the past three
years, commencing in 2017, increased its direct
involvement in the extension services provided
to smallholders, relieving the local government
of part of this critical, but management-inten-
sive function. The cooperation and collabora-
tion between the smallholder farmers and HOPL
have been hugely positive. A nominal expense
of four kina (PGK) per tonne has been invested
to improve the farmers’ knowledge of effective
farming, while the yields are expected to improve
further over time.

INDONESIA PLANTATIONS 18.29 20.36 21.49 2097 19.05 19.80 18.47
SMALLHOLDERS - - - - 13.73 12.65 12.75
PAPUA NEW PLANTATIONS 26.30 27.09 26.46 26.72 27.53 28.25 2092
GUINEA
SMALLHOLDERS 18.82 17.50 18.26 17.67 15.98 16.47 13.47*

* due to volcanic eruptions
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8.2 Verdant Bioscience Pte Ltd

In an ever more affluent world, where population
growth will exceed nine billion before mid-cen-
tury, there is an inexorable growth in demand
for vegetable oils, and a broad rejection of non-
niche animal fats. These vegetable oils are found
in an ever-increasing myriad of products in the
developed world (50% of all consumer goods),
while remaining a staple in the developing world.

Global vegetable oil production amounted to
around 234 million metric tonnes in 2019, with
palm oil production being recorded at 75.72 mil-
lion metric tonnes in 2019. Oil palm is by far the
most efficient of the vegetable oil crops and is 6-10
times more productive (yield/hectare/annum)

than other oil crops. In a commodity market, it

Environmental topics

is ‘cheap’, because of its high yield, and argua-
bly the most versatile oil for the food industry.
Indonesia and Malaysia are the largest palm oil
producing countries. Expansion of production to
meet demand by increasing land area puts forests,
biodiversity, indigenous people and customary
practices at risk. But expansion of production
by increasing yield takes the pressure off forests,
doesn’t put biodiversity at increased risk and
doesn’t threat social order and human equity in
developing countries, yet meets the world demand
for competitively priced vegetable oil.

The joint venture “Verdant Bioscience Pte
Ltd’ (VBS) of which SIPEF is a partner, leads
in the Research and Development area for
tropical plants and its progress is exciting. VBS
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In order to limit its
ecological footprint, SIPEF
fully believes that it has
to optimise the yields that
the soils can produce. To
that end, SIPEF engages
with VBS with which it
undertakes all its research
and development activities,
with the aim of increasing
its yield per hectare.

is grounded in a long and distinguished history
in tropical plantation agriculture, allied to the
responsible application of objective science. Its
corporate shareholders (of which SIPEF is one)
have similarly exemplary resumés in plantation
agriculture. High yielding though it is, palm oil
uniquely has the physiological potential to dou-

ble or even triple the yield of crude oil. VBS was

established in 2013 with the express principal
objective of exploiting this potential and substan-
tially increasing oil palm (and other crop) yields
through the application of objective science in

three main areas:

- Plantbreeding, genetics (not genetic modifi-
cation) and biotechnology through the pro-
duction of F1 hybrid oil palm. This is an una-
voidably protracted process and progress to
date is on target.

- Agronomic improvements, most notably by
economically optimising palm nutrition.

- Crop protection improvements, to offset the
increasing threats from pests and diseases.

The Company’s under-pinning values are deeply
ethical, as are its high-level objectives (summa-
rised above) and its day-to-day operating proce-
dures (RSPO, ISPO, Rainforest Alliance etc.). VBS
quietly ‘walks the walk’ regarding sustainability,
while many other entities rampantly ‘talk’ about
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sustainability, and the bad behaviour of others.

In order to limit its ecological footprint, SIPEF
fully believes that it has to optimise the yields
that the soils can produce. To that end, SIPEF
engages with VBS with which it undertakes all
its research and development activities, with the
aim of increasing its yield per hectare. SIPEF
believes that VBS will develop oil palm varieties
that could double the current yield per hectare,
that will allow it to respond to the constantly ris-
ing demand for palm oil without threatening the
global environment.

In that context, in April 2017 SIPEF formally
transferred the management of the Timbang
Deli rubber plantation from Tolan Tiga to VBS.
In North Sumatra and Bengkulu, a network of
test fields was built to develop optimal fertilis-
ation plans and realise the cultivation potential
of the F1 hybrids, to develop treatments against

plagues and diseases as well as to study various

Environmental topics 57

problems related to Ganoderma, a major disease
of oil palms. SIPEF also calls on VBS for advice on
fertilising the three crops (palm oil, rubber and
tea) in all regions of Indonesia.

For more information see Company Report,
page 84.
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Social topics
and treatment
of employees

The following analysis of the Company’s social topics and treatment
of employees concentrates especially on the decent working
conditions and the wellbeing of the employees and their families, as
well as on the impact of the operations of the Group on communities.

The plantations of SIPEF are located in rural are-
as of countries that usual score low on the UN

NO 2 IERD GOOD HEALTH DECENT WORK AND
POVERTY HUNGER

AND WELL-BEING ECONOMIC GROWTH Human Development Index (HDI) The HDIisan
index that ranks countries based on human devel-
L 4 opment. Nations that rank higher on this index

have a higher level of education, alonger average

lifespan and a higher gross national income per
capita than nations with a lower score.

The following table summarises the HDI scores

of the countries in which SIPEF operates in 2019:

Population

(in000)

Belgium 0.916 11539.3
Indonesia 0.694 270 625.6
Ivory Coast 0.492 25716.5
Papua New Guinea 0.544 87761

Source: www.hdr.undp.org/en/content/human-development-index-hdi
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The indexes are calculated using national statis-
tics and are generally higher (better) than the liv-
ing conditions within the rural areas within which
the SIPEF plantations are located. Generally,
these are areas with low rates of employment
and lacking in government services. Since agri-
culture is a permanent enterprise which relies
on a productive workforce in order to remain
economically viable, STPEF places utmost impor-
tance on valuing its own workforce and the com-
munities within which its enterprises are locat-
ed. Social topics, like environmental topics, are
managed using a systematic methodology as per
the SA8000 standard . This requires a systematic
review of the perceived aspects and impacts, and
the implementation of strategies to reduce the
negative impacts while promoting the positive
ones. This methodology incorporates the effects
of the activities of the Group on society such as
livelihoods, health, education, fair labour condi-
tions and community cohesion.

The express object of SIPEF’s Responsible
Plantations Policy, the RPP, is the social impact
of new developments and the operations and of
the existing plantations. To optimise the man-
agement of the plantations, a lot of attention is
given to good collaboration with the local com-
munities, the technical training of the employees,
and ensuring a safe and healthy working envi-
ronment. The development of the plantations,
and where relevant the support to surrounding
smallholders, contributes considerably to the
social and economic development of the national
communities, and plays a major role in the fight
against poverty.

Rather than waiting for grievances SIPEF active-
ly engages with its stakeholders. Communities
neighbouring the operations, or affected by
them, are consulted periodically, and as much

1 WWW.SA-INTL.ORG/
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The development of the plantations,

and the support to surrounding

smallholders, contributes

considerably to the social and
economic development of the
national communities, and plays
a major role in the fight against

poverty.

as possible provided with opportunities to ben-
efit from the Group’s activities. SIPEF provides
employment, and builds and maintains schools,
roads, health centres, bridges and places of wor-
ship. The plantations grow with and for people.

The development and maintenance of harmoni-
ous relations inside and outside the plantations
are a critical part of managing the operations
of the Group. Therefore, the Corporate Social
Responsibility (CSR) of SIPEF is part of the
Group’s RPP. The current measures respond to
the needs of the communities. CSR budgets are
drawn up for each operational unit. The planta-
tion managers have open and constructive talks
with local stakeholders and decide on the opti-
mal use of these budgets in the local context. In
2018, in Papua New Guinea SIPEF supported and
co-funded the engagement of a medical ship from
Youth With A Mission (YWAM) on its jetty for 10
days, whereby all people from the surrounding
villages could receive free medical examinations.
This included 622 primary health care (PHC)
patients seen by YWAM doctors and nursing staff.
The Optical Care Unit conducted 641 consulta-
tions and distributed 354 reading glasses. The
Eye Health Unit conducted 65 cataract surgeries
whilst the Oral Health Unit completed 128 dental
extractions. YWAM also completed training for
370 villages in Community Health Education

and Promotion.
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For oil palm operations a social survey of the
communities and the Company’s stakeholders
is administered annually. The surveys record the
perceptions of the communities and stakeholders
regarding the activities of the Company, including

positive and negative impacts.

The development and
maintenance of harmonious
relations inside and outside
the plantations are a critical
part of managing the
operations of the Group.

Every operational unit also has its own health,
safety and environment committee, which meets
on a monthly basis. Both employee representa-
tives and representatives of the people living in
the homes provided by SIPEF have a seat on this
committee. At the monthly meetings, partici-
pants can put forward comments and complaints
regarding health, safety and environmental issues.
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The overarching goal of
SIPEF is zero work-related
fatalities. To achieve this,
all risks are analysed and
assessed, the workplaces

1. Fair labour practices

Ensuring that employees are treated fairly and

in compliance with recognised social standards
is essential to SIPEF for its long-term growth and
its reputation. According to the RPP of SIPEF ‘fair
labour practices’ are the norm in all operations
of the Group.

1.1 Health and safety

The overarching goal of SIPEF is zero work-relat-
ed fatalities. To achieve this, all risks are analysed
and assessed, the workplaces adapted, protective
equipment provided where needed and training
held at various levels. Workplace inspections
are conducted regularly. Any occupational acci-
dents are investigated to prevent them from being
repeated.

Particular attention is also given to workers who
handle chemicals, such as pesticides. They are
given special training, supervision and person-
al protective equipment (PPE). Pregnant and
breastfeeding women are not permitted to have
contact with chemicals. They are given differ-
ent duties during pregnancy and when they are
breastfeeding. All employees are given annual
medical examinations, while workers who handle
chemicals are examined more thoroughly and
frequently.

In Indonesia in 2019, 2 276 high-risk workers,
who work with pesticides or herbicides or are
exposed to dust, noise or other harmful factors,
were given an annual medical examination and
6 706 non-high-risk workers were given routine
medical check-ups. Based on these check-ups,
the Company physician provided figures on
illness, sickness benefits and occupational ac-
cidents as part of the health and safety at work
programmes. In recent years, there have been
no recorded accidents due to handling chemi-
cals.

adapted, protective

equipment provided where
needed and training held at

various levels.

The Company doctors independently record
the lost-time injury (LTI) for each operating
unit. Each unit has a qualified person in charge
of Occupational Health and Safety (OHS), who
leads the implementation of the Safety Manage-
ment Plan. Regular OHS meetings are held at
the estate level to discuss the causal factors of
LTI incidents and how these can be prevented
in the future. This information is discussed at

management meetings when required.
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Unfortunately, a number of accidents was re-
corded in Indonesia and Papua New Guinea in
2018 and 2019, primarily connected with the
harvesting and transport of fruits to the mill.
There were many minor accidents in Ivory
Coast, because various sharp tools are used the-
re in the fields.

Under the Occupational Health and Safety
Administration (OHSA) standard used for
reporting here, lost-time injury frequency rate

LTI FREQUENCY RATE

%

IVORY COAST

2013 2014

4.62 5.1

PAPUA NEW GUINEA 50.01 26.10
= 8.28

the Group has not been able to verify the unreliable data collected in 2019

Unfortunately, there have been a number of
fatalities in recent years.

In 2018, there was a fatality due to the electro-
cution of a harvester in Indonesia. This tragic
accident happened while harvesting near high
tension electrical wiring alongside a road. The
conventional harvesting pole and rubber boots
were not enough to provide the insulation
required when the harvesting pole touched
the high-tension wire. After a thorough in-
vestigation including a root cause analysis,
both engineering and administrative controls
have been implemented to prevent this type of

incident from recurring. All harvesters wor-

(LTIFR) is calculated as the number of lost-
time injuries (LTI) plus fatalities, divided by the
number of hours worked, multiplied by a factor
of 1000 000 which is the current industry stan-
dard used to enable the comparison between

companies.
2015 2016 2017 2018 2019
2.57 2.82 240 6.77 5.04
13.04 418 298 296 NA*
5.10 310 6.20 14.80 14.50

Due to the multiple volcanic eruptions severely disrupting our normal operations in Papua New Guinea,

king with long poles in areas near high tension
wires are now supplied with special insulated
harvesting poles. These poles do not pass elec-
tricity under normal and abnormal (raining)
conditions. There are standard operating pro-
cedures (SOPs) in place to ensure their use is
enforced. Ongoing training is being conducted
to increase awareness and ensure that harves-

ters working in these areas are not at risk.

A second fatal workplace accident occurred in
2018 In Papua New Guinea. A male plantation
employee fell off a truck while distributing fer-
tiliser bags. He sustained a severe head injury, a
fractured skull, resulting in his death. Investiga-
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tionindicated poor visibility due to overhanging
palm fronds. HOPL took the corrective action
of pruning to increase the accessibility of roads.
Further training is to be conducted to increase
awareness of overloading, poor loading practi-
ces, distribution and dislodging of fertilisers. All

is to be done when the vehicle is stationary.

In 2019, a male operator got tangled in the rope
for the FFB transfer cage winch in Papua New
Guinea and sustained severe injury resulting in
death. Additional emergency stop controls were
installed and the SOP for using capstan winches
in all mills was further strengthened. More
training of mill personnel and more frequent

inspection of the mills themselves are set.

WORK RELATED FATALITIES

INDONESIA

PAPUA NEW GUINEA
IVORY COAST
TOTAL

of working duties. Further corrective actions
were necessary, and more training was conduc-
ted to increase awareness and the rationale of
stakeholders to act in a safe manner, even outsi-
de working hours.

Lastly,itisimportant to state thatall plantations
have their own ambulances to evacuate the
victims of serious accidents. Smoking and the
consumption of alcohol or drugs is banned in
the workplace.

Social topics and treatment of employees

In 2019, there were four non-work-related fa-
talities in Indonesia. Two of these were heart
attacks on the job, and one was a suicide. The
last fatality occurred when a tree fell on a con-
tractor who had arrived to work at rest time
and, while waiting to start work, a tree fell on
him in high winds. In 2019, there were also two
non-work-related fatalities in Papua New Gui-
nea. One occurred when a contractor on his way
to a job stopped to buy something and was run
over while crossing the road. The last non-work
fatality in Papua New Guinea happened when
an unauthorised passenger fell off a company
tractor. All these unfortunate accidents were
properly investigated, as there were contrac-
tors and/or Company assets involved outside

2014 2015 2016 2017
0 0 0 0
0 2 0 0
0 0 0 0
0 2 0 0
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R EEE KARRUES BAETAT
CPATEN LABU SEL

1.2 Education

Free transport to state schools is arranged for
the children of all Group employees, where
relevant. In isolated areas where there are no
state schools, SIPEF provides education itself.
For example, primary schools have been built
for the children of employees on the Umbul
Mas Wisesa (UMW) plantation in Indonesia
and on the J. Eglin plantations in Ivory Coast.
The UMW school was recently opened up to all

children in the surrounding communities.

In Bialla, Papua New Guinea, an existing inter-
national school set up by Hargy Oil Palms Ltd is
now in the process of being enlarged, with new
classrooms to include secondary education. In a
joint project with the Papua New Guinea Incen-
tive Fund, Hargy Oil Palms Ltd has also built a
school complex in one of the most remote areas
of West New Britain, where more than 200
primary school children are now receiving edu-
cation. In Indonesia, STPEF has granted land to
thelocal authorities on several occasions so that
schools can be enlarged and has subsidised the

teachers’ salaries.

_ INDONESIA PAPUA NEW GUINEA IVORY COAST

Number of schools built, supported and/or
managed by the Group

Number of teachers subsidised by the Group

57

188 7 1
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1.3 Gender equality

Traditionally, most workers on the plantations
have been men. Over the past few years, SIPEF
has encouraged equal rights to work for men
and women. In Indonesia SIPEF has set a target
of having at least one woman in a managerial
position in each operating unit in 2018-2019.
This initiative, which may sound minor, has
had a positive disruptive effect on a profession
which is traditionally male-dominated. The
new female managers, despite the disparate
pressure of male and female expectations, have
performed beyond expectations. Attitudes are
being changed one step at a time.

PERCENT PERMANENT EMPLOYEES

INDONESIA 64.31% 64.45%
PAPUA NEW GUINEA - -
IVORY COAST - -
BELGIUM 100% 100%

PERCENT FEMALE EMPLOYEES

T o

INDONESIA* 24.05% 24.91%
PAPUA NEW GUINEA 19.00% 19.00%
IVORY COAST 7.00% 17.00%
BELGIUM 50.00% 54.50%
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In Indonesia SIPEF has set
a target of having at least
one woman in a managerial
position in each operating
unit in 2018-2019. This
initiative, which may
sound minor, has had a
positive disruptive effect
on a profession which

is traditionally male-
dominated.

2015 2016 2017 2018 2019

62.66%

100%

59.80%

99.40%

95.00%

63.99% 86.00% 88.00%
97.80% 96.50% 95.10%
80.00% 91.30% 91.70%
88.00% 78.22% 78.50%

25.59%

21.00%

14.00%

54.50%

25.27%
19.00%
19.00%

52.00%

*until 2017 the figures were incomplete and did not include the expansion areas in South Sumatra

In order to promote working families most of
the plantations offer free childcare to give wo-
men equal opportunities in the workplace. This
service was offered at all STPEF plantations by
the end of 2017.

24.70% 18.13% 17.35%
22.00% 24.20% 24.40%
19.00% 19.50% 19.80%
50.00% 51.00% 54.00%
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To optimise the management of the planta-
tions, a lot of attention is given to training the
employees in agricultural and management
methods, and general knowledge. The practical
guidelines and management practices regar-
ding agricultural methods, environment and ge-
neral aspects are summarised in manuals with
standard procedures. Training is held to ensure
these procedures are applied correctly. Both
men and women can sign up for the training.
The Group has been pleased to see more female
cadets entering the training programmes to be-

come field estate managers.

In Indonesia there is a long-running cadet
program designed to take in recent college gra-
duates and fast-track them into SIPEF’s middle
management career path.

40 35 30 25 20 15 10 5 0

2019
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2013
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[ am Asni. I was born on 2 January 1989 in Medan. I graduated from the

Faculty of Agriculture at North Sumatra University in 2013. I have been
working at PT Tolan Tiga Indonesia - SIPEF Group since May 2014. 1 first
joined the Management Trainee Program in 2014.

In 2015, I was placed in PT Agromuko - Muko-
muko Estate as an oil palm nursery assistant.
In 2017, I was given the responsibility of mana-
ging the division and handling a mature area of
around 550 hectares. In the same year, the ma-
nagement gave me more challenges to manage
a fast-track replanting program 2017. Since Oc-
tober 2019, I have been in Sei Kiang Estate and
manage a mature area of around 630 hectares.

The challenge that I have as a woman in a work-
force dominated by male workers is sometimes

that my instructions are not properly done

My great ambition in future working in SIPEF is
to be one of SIPEF’s executive leaders.

My advice to other women who will join SIPEF
is not to worry if you work in a male workforce,
as SIPEF has a policy and the commitment that
employees have equal rights. A female worker
has to be brave, be strong, be confident and be
a decisive leader to face the challenges in the
field. Take the opportunities and responsibili-
ties given by management and do your best to

achieve the goals.

or followed up because the workers are more

“My great ambition in
familiar with having a male leader. Another

future, working in SIPEF,
is to be one of SIPEF’s
executive leaders.”

challenge is feeling insecure on duty while
going around alone in the field. As a female field

assistant, it’s not easy to change the mindset of

workers who are used to being led by males. By
keeping trying to improve good communication
and teamwork, and ensure that I can become a
professional leader, hopefully they will change.

SIPEF management has been helping me to
achieve success in my career. This started with a
full one-year management training program in
2014 and being placed in several estates during
the training program to learn about oil palm
plantations i.e. nursery, immature oil palm, ma-
ture oil palm and replanting programs. SIPEF
management is always committed to ensuring
the workers’ safety in the field, giving the equal
rights to male and female workers in any positi-
on and in their career. This is part of Company
policy.

Thank you very much to SIPEF management
for giving me opportunities to improve my
career, with some training programs such as
the In-House Training of ISO 9001:2015, and
to participate in the Supervision Development
Program 2019 at the SIPEF Training Centre at
Bukit Maradja Estate.

I hope that SIPEF will be more developed, ad-

vanced and successful.
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The cadet program is very demanding in that
it requires a lot of skills and dedication from
the participants. The program is also in high
demand, as it provides a pathway to highly
sought-after career opportunities within
SIPEF. Over the years, the cadet program has
consistently increased in numbers, with five
successful graduates in 2011, growing to 47 and
43 1in 2018 and 2019 respectively. SIPEF is acti-
vely encouraging women to apply and participa-
te. While there is no female to male ratio target,
the cadet program has increased the intake of
female cadets over the years.

SIPEF believes that a thorough FPIC
process is critical to the long-term

success of any new operation, both for

the communities and for the Company.

2. Impact on communities

21FPIC

Before launching a new project, the Company
ensures that the Free, Prior and Informed
Consent (FPIC) of communities is obtained.
SIPEF believes that a thorough FPIC process
is critical to the long-term success of any new
operation, both for the communities and for the
Company. Communities have the right to fully
understand the scope of the new developments
and to express their opinions, and to reserve
the right to not participate at any stage prior

In Indonesia there is a long-running cadet
program designed to take in recent college gra-
duates and fast-track them into SIPEF’s middle
management career path. The cadet program
is very demanding in that it requires a lot of
skills and dedication from the participants. The
program is also in high demand, as it provides a
pathway to highly sought-after career opportu-
nities within SIPEF. Over the years, the cadet
program has consistently increased in numbers,
with five successful graduates in 2011, growing
to 47 and 43 in 2018 and 2019 respectively.
SIPEF is actively encouraging women to apply
and participate. While there is no female to
male ratio target, the cadet program has incre-

ased the intake of female cadets over the years.

to the implementation of the project. Such a
process can last for months or years. In Papua
New Guinea SIPEF has sometimes spent years
in communications with some communities.
This has created the right conditions for an ho-
nest, long-lasting working relationship, which is
fundamental for a permanent industry such as
agriculture.
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2.2 Medical care

The provision of appropriate medical care
demands special attention throughout the
Group. In Indonesia at the end of December
2019, 35 285 people (employees and their depen-
dents) were registered with the national health
insurer. Indonesia also has 24 polyclinics, 8
visiting doctors and 45 permanent paramedics,
of which approximately half are midwives and
the other half nurses. All these medical facilities
were officially recognised by the national health
insurer, which covers the costs of treatment
there. There were 71 623 and 60 330 visits in all
clinics respectively in 2018 and 2019.

In Ivory Coast and Papua New Guinea, the me-

Social topics and treatment of employees

ny, which works with its own doctors and nurses
at local clinics and care centres set up by SIPEF
on the plantations. During 2019, the Papua New
Guinea operation of SIPEF treated 93 000 indi-
vidual outpatients who were seen by 28 health
care employees within 12 Company clinics.

In Papua New Guinea in 2017, SIPEF initiated
a USD 240 000 revolving fund for smallholders
to improve their latrines and to gain access to
clean water. The issues were well-identified: the
high prevalence of gastro-intestinal diseases
affecting children, and the burden for women to
get water from sometimes distant water sour-
ces. The necessary improvements remain out of

reach for most villagers, who have no access to

dical care package is paid in full by the Compa- credit.
INDONESIA PAPUA NEW GUINEA IVORY COAST
Number of clinics 24 12 3
Number of medical personnel 45 28 7

2.3 Fundraising maternity ward renovation
On the occasion of the celebration of ‘100
YEARS of SIPEF’ the Company initiated a
fundraising project for a maternity ward upgra-
de and renovation, in West New Britain in Pa-
pua New Guinea. Through Hargy Oil Palms Ltd
(HOPL), SIPEF has operated in this area for the
last 41 years and contributed actively to reach
the United Nations Sustainability Development
Goals (UNSDG) for this particular region.

This project is inspired by the UNSDG Goal 3:
Good Health and Well-Being. More particu-
larly SIPEF decided to upgrade the Maternity
Section of the Bialla Health Centre (BHC) in
order to improve the healthcare of the pregnant
women and newborn babies in HOPL’s foot-

print area and the extended communities.
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Every week, pregnant women from HOPL and
the surrounding communities access the Public
Health Centre, which is only equipped to ma-
nage normal and basic childbirth. All compli-
cated deliveries are referred to Kimbe General
Hospital, which is a 150-km journey of more
than three hours in the back of a truck along
unsealed sections of road. The midwives at
the Public Health Centre work under pressure
every day, and they do not have the medical
equipment to ensure safe deliveries for mothers
and children.

There is a great requirement for this maternity
ward renovation in the BHC, as pregnant mo-
thers who have complications are required to
stay in that ward for observation and recovery
before they are discharged. Today, the BHC
does not have the capacity to take care of the
mothers and babies if they need to stay longer

than normal.

At the current time, the equipment of the
labour ward is very limited, and this has conse-
quences of the potential risk of contracting HIV
or other neonatal infections for the nurse, baby
and the mother. Thus, having decent medical
equipment, such as a suction machine, is indis-
pensable for saving lives.

In October 2019, a total of 38 300 euros were
raised and contributed to this project. Cur-
rently the HOPL team is working with the West
New Britain Health Authorities to repurpose
an existing building with the aim of converting
it into a functional maternity ward. It is in the
design phase with floor plans being considered.
This will then lead to the ordering of appropri-
ate medical equipment such as a suction pump,
Doppler machine and a heating lamp for babies,
with quotations currently being sourced.
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2.4 Infrastructure

Most workers come from the local population
and are housed on the plantations with their
families. Only a small number of workers
and temporary employees come from nearby
communities. Safe, comfortable housing with
properly functioning utilities continues to be
provided by the Group to employees and their
families living on SIPEF sites.

The presence of the Group’s operations also
contributes to the improvement of infrastruc-
ture. In Papua New Guinea, HOPL maintains
public roads, in coordination with the local
government. In Indonesia, some of the estate
roads are open to the public during the day. In
the newer estates, SIPEF consults communities
to decide where to build roads on the outskirts
of its concessions. The estates ensure mainte-
nance of the roads. This cooperation greatly
reduces the risk of accidents inside the estates,
while giving more freedom of movement to the

communities.

SIPEF also promotes the opening of local stores
by the employees’ cooperatives. The Company
subsidises the transport of goods or provides
the capital needed for worker cooperatives,
where required, to ensure prices remain stable
and affordable. In Indonesia, the employees’
cooperatives have set up successful mini-mar-
kets on most plantations. In Papua New Guinea
the Group often works with local operators who
receive medium to long-term operating conces-
sions. In such cases, the Company monitors pri-
ces applied by the local operators to maintain
the affordability of basic goods.
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SIPEF provides safe,
comfortable housing,

contributes to the
improvement of local
infrastructure and promotes
the opening of local

stores by the employees’
cooperatives.
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SIPEF works closely with

smallholders who are able

3. Smallholders

to exp and their activities SIPEF works closely with smallholders who are
to ge th er Wlth th e Gl‘OUp . able to expand their activities together with the

This allows local farmers to

Group. This allows local farmers to participate
in a sustainable industry and benefit from the

participate in a Sustainable Group’s technical expertise. SIPEF provides

industry and benefit from

agronomic advice or service, zero- or low-inte-
rest loans for seedlings and tools, as well as its

the Gr oup ’s te chnical best genetic material for improved yields. There

expertise.

is a permanent demand from the local popula-
tion, in close association with the smallholders,
for the continued expansion of the activities of
the Group and accelerated economic develop-

ment of these remote communities.

PREMIUM PAID TO SMALLHOLDER (PGK/TONNE FFB)

Papua New Guinea 4.44 6.88 8.44 1.74 13.87 12.80 1216

Indonesia * NA NA NA NA NA NA NA

* NA = not applicable

As much as half of the fruit bunches processed
in the mills of HOPL, in Papua New Guinea,
comes from approximately 3 700 RSPO certi-
fied smallholders. They received their certifica-
tion at the same time in 2009 as the company,
HOPL, and remain committed to its preserva-
tion. As the smallholders have been certified to
the RSPO standards, they share in all premiums
which SIPEF receives through the sale of certi-
fied products.
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In 2015, alaw was passed in Indonesia requiring
allnewHGU concessionstoincludeanareaequal
to 20% of the total HGU area as smallholder
production for that particular supply base. This
did not create a significant problem for SIPEF,
as the Company took this into account with all
subsequent expansions. In 2018, the law was
amended to include all renewals of HGU con-
cessions. This has created a great challenge for
SIPEF, as there will be a succession of HGUs up
for renewal that will require an area equivalent
to 20% of their total area to be under smallhol-

der production before the renewal is approved.

Social topics and treatment of employees

As this law has been passed for the whole
industry, it has created an enormous growth
in the demand for smallholder production.
SIPEF is implementing a strategy to enable this
requirement to be fulfilled, while maintaining
and attaining its goal of 100% RSPO identity
preserved (IP) supply chains. However, this
process cannot be done overnight, hence the
increase of uncertified smallholders in the last
few years. As this is a process that requires a lot
of attention, a special smallholder department
has been created, and SIPEF is positive of suc-

cess.

NUMBER OF SMALLHOLDERS COLLABORATING WITH SIPEF

73

RSPO  NoRSPO  RSPO  NoRSPO ~ RSPO  NoRSPO ~ RSPO NoRSPO RSPO  NoRSPO  RSPO  NoRSPO  RSPO  NoRSPO
Papua New Guinea 3 639 = 3798 = 3856 = 3 861 = 3708 = 3640 = 3647 -

Indonesia * 171 57 171 168 212 330 212 651 212 880 212 3882 212 3936

* the number of non-certified smallholders increased significantly in 2018 because of the smallholders of South Sumatra of the expansion areas

In Indonesia, the Agro Muko operation works
with surrounding villages to develop small oil
palm blocks called KMD (Kebun Masyarakat
Desa - villagers’ estates), managed by the
plantations at the same high standards. SIPEF
pre-finances the development of the blocks
and later buys the production at market prices.
The village cooperatives can enjoy significant
additional revenue, which is then used for com-

munal works. Monthly accounts are communi-

cated to the cooperatives, and the amounts paid
by SIPEF are published in the local newspapers.
Transparency is total. The scheme is extremely
popular, and even villages far from the Group’s

estates volunteer to join.
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Respect
for human

rights

SIPEF recognises that human rights are universal and supports full

implementation of the International Bill of Human Rights.

To do so SIPEF has issued a Human Rights
Policy' which makes clear its commitments
and reiterates these commitments within its
Responsible Plantations Policy which is aligned
to the International Bill of Human Rights
and to the International Labour Organization
(ILO) Declaration on Fundamental Principles
and Rights at Work, ILO Indigenous and Tribal
Peoples Convention, 1989 (No. 169), as tran-
scribed in the laws and regulations of the coun-
tries where it operates.

The compliance of the Group to these legal
requirements is made operational through man-
agement systems and checked by both internal
and external audits. The Company realises that
respect for human rights is an area that contin-
uously changes as socio-economic conditions
evolve, with norms and expectations that exceed
legal requirements. To be ahead of this, SIPEF has
an effective grievance mechanism. All grievances
are handled in a transparent and timely manner.
All grievances and their resolution status from
NGOs and/or grievances considered significant
are posted on the SIPEF website.

The Company has adopted and implemented
group-level policies, which are implemented
locally by procedures set down in the local
Company handbooks. They are built on the fol-
lowing guidelines:

- Child labour on the plantations is not
tolerated;

- The Group does not use or condone any form
of forced labour or human trafficking;

- SIPEF gives everyone equal opportunities
and does not tolerate discrimination;

- SIPEF does not tolerate sexual harassment;

- The Group respects freedom of association
and collective bargaining.

The Group gives assurances that it will treat its
employees fairly in all areas. Employment con-
tracts are clear and, as a minimum, in compliance

with local laws.
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1. Child labour

SIPEF has a zero-tolerance towards child labour
on the plantations. It is not tolerated, be it direct
employment by the Company or by its contrac-
tors. The minimum working age on the plan-
tations is 18. Clear and simple rules have been
promulgated to ensure this. Employees are
encouraged to report any form of child labour,
even by third parties that work with SIPEF. Any
non-compliance with this policy by the employ-
ees or contractors of the Group results in instant
dismissal.

2. Decent living wage

The Group gives assurances that it will treat its
employees fairly in all areas. Employment con-
tracts are clear and, as a minimum, in compliance
with local laws. All employees and workers have
the right to one day of rest per six days worked.

Above the legal requirement, SIPEF is commit-
ted to complying with international certification
requirements which follow the methodologies as
set forth by the Global Living Wage Coalition?®
(GLWC). SIPEF is committed to providing a fair
and decent wage, as defined by the GLWC as:

“The remuneration received for a standard work-
week by a worker in a particular place is sufficient
to afford a decent standard of living for the worker
and her or his family. Elements of a decent standard
of living include food, water, housing, education,
health care, transportation, clothing, and other
essential needs including provision for unexpected
events.”

The GLWC, RSPO and Rainforest Alliance require
the living wage to be calculated by independent
parties. The calculation is reliant on the cost of
living and is therefore specific to aregion. The

Respect for human rights

RSPO has issued a tender for an independent con-
sultancy to calculate the relevant DLW applicable
within Indonesia. SIPEF will work proactive-
ly to ensure the calculation reflects the actual
conditions on the ground and are feasible for the
industry to adopt.

3. Unions

The Group respects freedom of association and
collective bargaining. Union representatives have
open access to the management of the Company.
The majority of the SIPEF plantations are oper-
ating under collective bargaining agreements

which are updated as required.
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1 WWW.SIPEF.COM/HQ/SUSTAINABILITY/POLICIES/HUMAN-RIGHTS-POLICY/

2 WWW.GLOBALLIVINGWAGE.ORG/ABOUT/WHAT-IS-A-LIVING-WAGE/
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Ethics
policy

1. Anti-bribery and anti-corruption

SIPEF understands the importance of its participation in creating a fair environment for business, free

from the distorting, anti-competitive effects of bribery and other forms of corruption. Corruption is a

considerable obstacle to economic and social development around the world. It has negative impacts

on sustainable development.

SIPEF acknowledges that and has introduced a
code of conduct in all of the countries where it is
active. Furthermore, in 2017 the Group officially
drew up a Group ethics policy?, in which are
enshrined the following principles:

- Compliance: all relevant international and
national laws will be upheld.

- Transparency: shareholders and stakeholders
will be provided with all non-confidential
information.

- Zero-tolerance towards bribery and cor-
ruption: Facilitation payments are actively
avoided, and gifts may only be given with prior
approval from senior management.

- Zero tolerance of child labour, slavery or
forced labour.

- Prohibition for management and employees
to use the Group’s facilities or working hours
to conduct personal business.

Since 2017 the Group has provided training for
the procurement and licensing departments with
the target to ensure that employees at every level
of the business understand the relevance and
importance of this policy.

Internal sanctions, up to dismissal, are issued
for breaching Company regulations. The worst
cases are reported to the relevant authorities
and the Company cooperates in full in cases of
prosecution.

Despite all efforts to prevent fraud, cases of
varying gravity are uncovered by the internal
audit teams.

Internal procedures and internal audit programs
are constantly under review to prevent and detect

internal and external fraud.
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The RPP of SIPEF states that
grievances, both internal
and external are considered
seriously and are handled
through transparent and

unbiased mechanisms.

2. Grievance policy

The RPP of SIPEF states that grievances, both
internal and external are considered seriously and
are handled through transparent and unbiased
mechanisms. The employees of the Group, and
any other stakeholders, can report grievances
freely and without fear of negative consequences.

A Group Policy on Grievances? has been imple-
mented, and communicated to the entire work-
force, as well as to other stakeholders. With this
framework in place, grievances are addressed
in a transparent manner, directly between the

complainants and the respective operations.

A specific grievance system is in place for sexual
harassment cases, preserving privacy and ensur-
ing fair proceedings.

The grievance mechanisms allow for appeals to
higher management and protect whistle-blowers.

All grievances that are deemed of importance to
the international stakeholders or as requested by
the person(s) laying the grievance are communi-
cated to the general public through the website of
the Company. The current status of the grievance

and how it has been resolved is communicated.

1 WWW.SIPEF.COM/HQ/SUSTAINABILITY/POLICIES/ETHICS-POLICY
2 WWW.SIPEF.COM/HQ/SUSTAINABILITY/POLICIES/GRIEVANCE-POLICY/
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Summary

Environmental topics

GHG EMISSIONS FROM PALM OIL MILLS EFFLUENT (POME)

TONNES CO, EMITTED OR TONNES CO, EMITTED OR

FACILITY CAPTURE SYSTEM AV(;IDED IN 2018 AVOZIDED IN 2019
NORTH SUMATRA
BMPOM Aerobic compost + methane capture 22397.89 15 039.28
PLPOM Reactor tank + methane capture 22 502.45 24 115.07
UMWPOM Reactor tank + methane capture 28 927.65 34 277.88
BENGKULU
MMPOM Reactor tank + biogas engine 50 980.50 44 866.46
BTPOM Effluent ponds 27 221.41 23 681.39
MUSI RAWAS
DILPOM Effluent ponds 5525.64 7528.39
HARGY POM Effluent ponds 999.49 1324.01
BAREMA POM Reactor tank + methane capture 5960.99 4 654.72
NAVO POM Effluent ponds 1337.90 64291

AVOIDED 130 769.48 122 953.41
EMITTED 35084.44 33176.70
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FOSSIL FUEL USE (LITRES DIESEL/TONNE FOR FFB/RUBBER/TEA)
FFB Indonesia
2017 — ® PLOM @ BMOM @ UMWOM ® MMOM BTOM DMOM
2018 — Papua New Guinea
2019 ® HOM NOM BOM
0 5 10 15 20 25 30 35 40 45 50 55
DRY RUBBER
2017
2018
@ MMCRF @ BPRF MASRF
2019
0 5 0 5 10 15 20
TEA AVERAGES
2017
2017 2
2018 ® cITF
2019 2018
2019 @ PamOil @ Rubber @ Tea
WATER USE (LITRES/TONNE FFB/RUBBER/TEA OR BANANAS)
WATER USE IN LITRES/TONNE FFB/RUBBER/TEA OR BANANAS 2017 2018
FBB
MILLS INDONESIA PLOM 1258 940 840
BMOM 825 850 900
UMWOM 1346 1060 1350
MMOM 813 1040 1130
BTOM 816 710 700
DMOM 1010 1770 1000
MILLS PAPUA NEW GUINEA HOM 1230 870 1260
NOM 1220 1140 430
BOM 590 1700 1620
DRY RUBBER
FACTORIES INDONESIA MMCRF 34 26 24
BPRF 35 30 31
MASRF 36 31 32
TEA
CIBUNI FACTORY CITF 8 8 8
BANANAS
EGLIN AVERAGE 7100 7900 7000
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BOD (BIOCHEMICAL OXYGEN DEMAND) OF POM (PALM OIL MILL) DISCHARGE PER OIL MILL (MG/LITRE)

INDONESIA PLOM LAND APPLICATION 117
BMOM LAND APPLICATION 576 1Mms 1239
UMWOM INTO WATER BODY 28 53 24
MMOM INTO WATER BODY 52 59 87
BTOM INTO WATER BODY 52 73 83
DMOM INTO WATER BODY 44 55 98

PAPUA NEW GUINEA HOM INTO WATER BODY 68 144 71
NOM LAND APPLICATION 179 502 359
BOM LAND APPLICATION 148 125 100

OIL EXTRACTION RATES

_ 2013 2014 2015 2016 2017 2018 2019

INDONESIA 21.91% 21.83% 22.44% 22.18% 22.47% 2213% 23.01%
PAPUA NEW GUINEA 22.82% 23.17% 23.41% 23.93% 24.62% 24.34% 23.33%
GROUP 22.36% 22.50% 22.92% 23.05% 23.54% 23.23% 23.17%

AVERAGE PERCENTAGE OF FREE FATTY ACIDS IN PALM OIL

_ OIL MILL 2013 2014 2015 2016 2017 2018 2019

INDONESIA PLOM
BMOM 2.63 2.67 2.70 242 295 314 3.06
UMWOM - 3.58 3.65 2.63 2.99 3.62 3.98
MMOM 3.06 3.78 3.05 3.01 3.42 3.46 3155
BTOM 3.74 3.36 3.46 3.21 3.78 3.86 3.47
DMOM = = = 2 3.52 3.7 3.65

PAPUA NEW GUINEA HOM 3.98 3.98 312 3.43 3.41 3.68 4.03
NOM 354 3.46 3n 332 3.61 4.30 3.98

BOM - - 5.29 3.97 4.02 4.23 4.26
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YIELD PER HECTARE (IN TONNE)

YIELD PER HECTARE (IN TONNE) 2013 2014 2015 2016 2017 2018 2019

INDONESIA PLANTATIONS 18.29 20.36 21.49 20.97 19.05 19.80 18.47
SMALLHOLDERS : 2 2 = 13.73 12.65 12.75
PAPUA NEW PLANTATIONS 26.30 27.09 26.46 26.72 27.53 28.25 2092*
GUINEA
SMALLHOLDERS 18.82 17.50 18.26 17.67 15.98 16.47 13.47*

* due to volcanic eruptions

Social topics and treatment of employees

LTI FREQUENCY RATE
2013 2014 2015 2016 2017 2018
INDONESIA 4.62 5.1 2.57 2.82 240 6.77 5.04
PAPUA NEW GUINEA 50.01 26.10 13.04 418 2.98 2.96 NA *
IVORY COAST - 8.28 5.10 3.10 6.20 14.80 14.50

* Due to the multiple volcanic eruptions severely disrupting our normal operations in Papua New Guinea,
the Group has not been able to verify the unreliable data collected in 2019

WORK RELATED FATALITIES

2019

2013 2014 2017 2018

PAPUA NEW GUINEA 0 0 2 0 0 1
IVORY COAST 0 0 0 0 0 0

TOTAL 2 0 2 0 0 2

INDONESIA 2 0 0 0 0 1 0
1
0
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PERCENT PERMANENT EMPLOYEES

Indonesia 64.31% 64.45% 62.66% 59.80% 63.99% 86.00% 88.00%
Papua New Guinea - - - 99.40% 97.80% 96.50% 95.10%
Ivory Coast - - - - 80.00% 91.30% 91.70%
Belgium 100% 100% 100% 95.00% 88.00% 78.22% 78.50%

PERCENT FEMALE EMPLOYEES

Indonesia * 24.05% 24.9% 25.59% 25.27% 24.70% 18.13% 17.35%
Papua New Guinea 19.00% 19.00% 21.00% 19.00% 22.00% 24.20% 24.40%
Ivory Coast 7.00% 17.00% 14.00% 19.00% 19.00% 19.50% 19.80%
Belgium 50.00% 54.50% 54.50% 52.00% 50.00% 51.00% 54.00%

*until 2017 the figures were incomplete and did not include the expansion areas in South Sumatra

SOCIAL INVESTMENTS

Number of schools built, supported and/or managed by the Group

Number of teachers subsidised by the Group 188 7 1
Number of clinics 24 12 3
Number of medical personnel 45 28 7

NUMBER OF SMALLHOLDERS COLLABORATING WITH SIPEF

_ 2013 2014 2015 2016 2017 2018 2019

RSPO  NoRSPO  RSPO  NoRSPO  RSPO  NoRSPO ~ RSPO NoRSPO  RSPO  NoRSPO  RSPO  NoRSPO  RSPO  NoRSPO
Papua New Guinea 3 639 = 3798 = 3856 = 3 861 = 3708 = 3640 = 3647 =
Indonesia * 171 57 17 168 212 330 212 651 212 880 212 3882 212 3936

* the number of non-certified smallholders increased significantly in 2018 because of the smallholders of South Sumatra of the expansion areas

PREMIUM PAID TO SMALLHOLDER (PGK/TONNE FFB)

2013 2014 2015 2016 2017 2018 2019

Papua New Guinea 4.44 6.88 8.44 1.74 13.87 12.80 12.16

Indonesia * NA NA NA NA NA NA NA

*NA = not applicable
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Responsible persons

RESPONSIBILITY FOR THE

FINANCIAL INFORMATION

Frangois Van Hoydonck

managing director

Johan Nelis
chief financial officer

DECLARATION OF THE PERSONS RESPONSIBLE FOR THE

FINANCIAL STATEMENTS AND FOR THE MANAGEMENT REPORT

Baron Luc Bertrand, chairman and Francois Van Hoydonck,

managing director declare that, to their knowledge:

9

the consolidated financial statements for the financial year ended
on 31 December 2019 were drawn up in accordance with the ‘In-
ternational Financial Reporting Standards’ (IFRS) and provide
an accurate picture of the consolidated financial position and the
consolidated results of the SIPEF group and its subsidiary com-
panies that are included in the consolidation;

the financial report provides an accurate overview of the main
events and transactions with affiliated parties, which occurred
during the financial year 2019 and their effects on the financial
position, as well as a description of the main risks and uncertain-
ties for the SIPEF group.

STATUTORY AUDITOR

Deloitte Bedrijfsrevisoren CVBA/
Réviseurs d’Entreprises SCRL

Represented by
Kathleen De Brabander,
Gateway Building,

Luchthaven Brussel Nationaal 1J
1930 Zaventem

Belgium
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