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RSPO —Is it sustainable?

RSPO review

Can the momentum be maintained?
Can it stop peatsmog haze?

The price of certification : who benefits?
RSPO Next : can it increase uptake?
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1. RSPO — the beginning

The RSPO was
established in 2004
to promote the
production and use
of sustainable palm
oil for People,

Planet, and
Prosperity.

Transforming the market to make sustainable palm oil the norm




RSPO — a membership based
organisation

8 PRINCIPLES

INTERNATIONAL

CERTIFICATION
SCHEME for growers to be RSPO certified

Oil Palm

Growers @ P 1 Commitment to transparency

Palm Oil

Processors 0 A Compliance with applicable laws
and Traders — and regulations
Consumer Goods - -
Commitment to long-term economic
Manufacturers $ 3 and financial viability
. F\ .7 HJE r m‘ e g o
A ™ ¥ ad ) . Use of appropriate best practices
N AT™J ] -’ | \ 5 by growers and millers
) 4 Environmental @
..................... * NGOS
a membership-based Environmental responsibility
organization Social 5 and conservation of natural resources
NGOs = and biodiversity
Banks / ~ Responsible consideration
Investors iii of employees, and of individuals

and communities affected

= -
Retailers . by growers and mills
Responsible development
of new plantings

Commitment to continuous
|,,.,«" improvement in key areas
of activity

Transforming the market to make sustainable palm ocil the norm




RSPO - achievements

RSPO WORLDWIDE IMPACT

+20%

of palm oil globally is
certified by the RSPO

As of mid-2015

® CSPO Volume m Grower's Certification Proportion of palm oil
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RSPO worldwide impact




Where RSPO CSPO comes from

| MALAYSIA

Globally produced
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2a. Can the momentum be
maintained?

Supply and Uptake

Metric Tonnes

2008 2012 AS AT 30
JUNE 2014

M CSPO Sales through BAC 4,425 245,813 842,619 1,659,516 2,495,277 2,962,256 2,797,626
B CSPO Sales through SG,MB - 98,044 438,515 831,010 984,138 1,551,017 1,117,042

¥ CSPO balance 163,364 1,259 447 2,335,052 3,967,502 5,740,098 7,184,827 1,361,396



Commitment to 100% RSPO CSPO

Sweden
Norway
- = P
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Kingdom
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. Countries where
some industries
committed to
100% RSPO-certified
sustainable palm oil

@ Nations showing
positive momentum

Some of the global companies committed to
100% RSPO certified sustainable palm oil
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EU is committed

* The only region that some industries are
committed to 100% RSPO certified
sustainable palm oil

* EU consumes only 15% of exported palm oil

* 21% RSPO CSPO is available and is growing
rapidly

* Who are the largest importers?
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Imports of Palm Oil

PRODUCERS AND IMPORTERS
OF GIL PALM
The largest imparter of gil palmis India, China and the EU,
accounting for 59% of the giohal imports.
Imports of Palm Oil 2013
20% India
15% China
15% EU
6% Pakistan
""" Biieeds Workd markst and rade. Moy 2016 3% us

3% Egypt



India & China

* Work needed to get commitment here
 What about producing countries?



Top Palm Oil Consumers

Top 10 Palm Oil Consuming Nations 2013 -
Tonnes

“ India

B Indonesia

BEU

China

u Malaysia

= Pakistan

u Migeria

¥ Thailand

©USA

= Bangladesh
Data: oil world March 2014 database

Total palm oil consumption 57 million tonnes



Indonesia & Malaysia
e Carrefour announced at RT 10 in 2012 in
Singapore — the first RSPO trademarked

product in Indonesia,

ECOplanet cooking oil

e Work needed to educate consumers here
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What can be done

* RSPO needs stronger brand promotion globally

* Get governments of India, China, Indonesia,
Malaysia etc more involved
- legislation
- education
- media
- link to 2015 COP 21

* Although not RSPO’s agenda recognize health
concerns and well-being as a wider sustainability

issue
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2b. The oleochemical momentum
Export markets 2013

W EU

M China

mUS

M Japan

M India

M Others

Source: Malaysian Palm Oil Board



AOMG member survey

™ Both
m MB
M SG

SCCS certified 2014 sales 2015 sales 2016 sales

Physical transition rules for oleochemicals and derivatives July 2013
“... few repeat orders. Number of sales can be fingers counted .....”



Factors hindering take off

* Lack of buyers’ commitment
* |nsufficient physical CSPKO

- 2/3 of oleochemical raw material is PKO

- SG PKO premium at US$200/t vs 40 for SG PO. Absence of (10l &) FGV will sustain
premium
- end consumers reluctant to accept high premium

* High cost of membership, certification and
premiums

* RSPO is biased towards NGOs and large MNCs
* RSPO suspension action is harsh
* Book & Claim still active
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3. Can it stop peatsmog haze?

Fire hazards in plantations
Daily hotspot count July 18- Aug 16, 2016
BO . i
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Daily hotspots in South East Asia

(selected dates) Aug 1915 Aug 1616
Kalimantan 312 77
Sumatra 5 16
_Sabah &Sarawek 3 2
Peninsular Malaysia 1 2




From my presentation to PIPOC 2015

(6/10/16)
YES
1st January to till 6t October 2015
Y
RSPO certified palm 0 82
oil concesssions
All palm oil 627 2510

concessions



From my presentation to PIPOC 2015

(6/10/16)

NO

Asean Agre nt of “For palm oil, despite studifzs that
o shoun Haze Polluti show a lesser (although still
” significant at around 20%) cause

.. B than other types of concession
(7 o ¥ (timber, pulp & paper) and ex-
Nt - concession areas i.e. smallholders
and others, its association
remains high in the public
perception”

Khor Yu Leng,
Research Head, SEA at LMC
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4. The price of certification

Journal of Oil Palm, Environment & Health
An official publication of the Malaysian Palm Oil Council (MPOC)

Review Open Access J

Journal of Oil Palm, Environment & Health 2016, 7:19-27 doi:10.5366/jope.2016.02

THE BURDEN OF RSPO CERTIFICATION COSTS ON

MALAYSIAN PALM OIL INDUSTRY AND NATIONAL
ECONOMY

Yusof Basiron*, Foong-Kheong Yew

Plantations
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Initial Costs

Table 1: RSPO certification costs

Cost (RM /ha)

Type of Item
operation — Mean Value for Mean Value for
g Year 2012 Year 2014
; RSPO (per ordinary
Membership member”) 8,960 0.19 0.19
Pre-certification | 2\ Not considered 0 0
HCV assessment 3382195 12:32 12.94
o 1.99-423 s 327
Certification Initial certification with | g o4 14 o7 11.99 12.59
staffing
Training of staff & 435 9794 49.05 51.50
implementers
Corrective
actions Corrective actions 15.82-162.09 177.91 186.81
TOTAL COST 262.38 267.30
Source:

a) WWF, FMO and CDC ?

b) Values for Year 2014 are calculated based on an estimated 5% increase

membership which remains constant
¢) Figures are meant to be typical for most areas. As such, although some areas will need rehabilitation and maintenance for set
aside areas, these are not included here
d) Cost of RSPO ordinary membership is EU2,000 per year

e) 1 Euro= RM4.48

over Year 2012 values except for RSPO
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Ongoing Costs

Table 2: RSPO post-certification costs for subsequent vears
: Mean Value for Year Mean Value for Year
Type of operation Item 2012 (RM) 2014 (RM)

Membership RSP0 (par lCrdinany) oy 0.19

member®)
Certification Mainksin  carfication’| oo 6.92

with staffing

Maintai_n training of 56.98 58 33

staff & implementers
Annual surveillance
cost,_ managing social 100.00
conflicts and
maintenance works
TOTAL COST 135.44
Source:

a) WWF, FMO and CDC 2

b) Cost in subsequent years is 45% lower than initial cost
¢) Cost for 2014 is assumed to be 5% higher than 2012 cost, except for RSPO membership which remains constant
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Costs for all to be certified

Table 3: Estimated costs needed for all Malaysian palm oil to be RSPO certified

Row Parameter Area (ha) or Cost (RM)
1 Total oil palm area 5,392,235 ha
2 Total cost to certify 5.4m hectares in 15t year RM 1.441 billion
3 Total cost to certify 5.4m hectares in 61, 11", 16" RM 5.216 billion

and 21" year

4 Total cost to maintain certification for all years except
for the years mentioned in Rows (2) & (3)

RM 14.607 billion

5 Total cost for 25 years planting period RM 21.264 billion

6 Average total cost per year RM 0.851 billion

M



Who benefits?

e RSPO

* HCV assessors

* S|A assessors

e Certification bodies
* Training bodies

* Plantations
 Green Palm

e UTZ

 The environment
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Revenue from premium

hem | Sold (omnes) | Premium | xtra Revenue | Proi (oss

Palm oil 8,834 424 $0.18 (RM0.68) RM6,007,408
Palm kernel oil 1,024,176 $20.00 RM86,645,290
(RM84.60)
Total revenue RM92,652,698 (RM 758

million)

Changing the assumptions : Green Palm 6/8/16

rem " Sold tomes) | pemium— v Revenue prf (o

Palm oil 19,667,016 $1.95 (RM7.86) RM154,582,740
Palm kernel 2,280,000 $37.00 RM339,970,800
(RM 149.11)
Total revenue RM494,553,540 (RM 356

million)
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Refineries & Oleochemicals

e No data from refineries

* Early days for oleochemicals —
volumes do not yet cover
membership, certification,
administration and segregation costs.
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5.RSPO NEXT

TRACEABILITY OF ALL FRESH
FRUIT BUNCHES TO MILL

+ Monitor and reduce emissions across
entire organisation
Publicly report on progress

- Public no deforestation policy
- Start new plantations on low carbon stock areas only
- Set aside areas for conservation

NEXT

A SET OF ADVANCED
ADD-ON CRITERIA FOR
RSPO PALM OIL
PRODUCERS

Including fruit bunches from associated and independent
smallholders, dealers and other sources

NO PLANTING ON PEAT

~

Expanded responsibility for fire prevention in and around Of any depth after 16 November 2015
plantations

Paraquat is banned
- Capacity building for smallholders
Decent Living Wage for plantation workers

RSPO Roundtable on
Sustainable Palm Qil



RSPO

Are 60% of your mills
and their supply base already P&C cernried ?
¥ A

v
Do 30% of your mills and
their supply base meet
RSPO NEXT requirements ?
1

. _ _Certification
body to verify

ongratulations !
You can now claim that you
produce RSPO NEXT palm oil

Eligibility

RSPO SUPPLY CHAIN MEMBER

Do you already buy 100% CSPO

(Mass Balance, Segregated, Identity Preserved, Book&Claim Certificates) Becorne f

i
]
b 4
Are you purchasing RSPO
NEXT Credits equal to at least
20% of your CSPO/PK volume*
AND have a program of
measuring, reduction and
reporting on GHG ?

participate
in RSPO
NEXT

Congratulations !
Your can claim that you
participate in RSPO NEXT

*Or 150,00 MT whichever is lesser




Increase uptake?

* RSPO Next has been developed to recognise
the efforts of RSPO members who are
exceeding the requirements of the RSPO P&Cs

 RSPO NEXT Credits There is no physical supply
chain in place and a programme of credits is
oeing developed

* Potentially plantations will earn more

* |t may cannibalize existing supply chain
options or even promote Book & Claim
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Conclusions

 RSPO remains best placed platform

 RSPO needs to move away from the market
driven model to maintain momentum

* RSPO needs to focus on India, China,
ndonesia, Malaysia etc

 RSPO alone cannot stop peatsmog haze
 What is the price of slowing global warming?
e Waiting for RSPO NEXT to begin
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