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T Peni nsul arll dthtelgaversrierdswil determine the fate of
remaining forests, as theycontrol 84 percento f Peninsul ar Ma |
forested areas Only state governments can remove areas from forest
reserves and allow for conversion to oil palm or other plantations. This
decentralized power is in sharp contrast to Indonesia, where the central
government largely controls policies that impact forests.

T Peninsul ar Mal aysia’s gover nfonesnt s ar ¢
clearing inside forest reservesThere is no public information detailing
which companies clear forests inside concession boundaries. Environmental
Impact Assessments (EIAs) seldomly appear on government websites.

1 Despitethe non-transparency,P e n i n gnaih galm ‘oilsefiners(such as
Mewah and Wilmar)could improvetheir no-deforestation commitments.
Only 9 out of Peninsular’s 28 largest palm oil growers and millers have a no-
deforestation policy, and traceability is only to mill, not plantation.

1 Five cases analyzed in this rep@atcount for40,000 hectares of forest loss.
The cases are exemplary of the much larger deforestation conducted inside
Peninsular Malaysia’s forest reserves. Eventually, palm oil may leak
unmonitored into the supply chains of refiners and consumer goods
companies with no-deforestation commitments.

1 The ron-NDPBpalm oilactorsin PeninsulaMalaysiahavereceived at least
USD 2.4 billionidentified financing mainly from Malaysian financial
institutions. This financing was mainly through loans and underwriting
services and included Malayan Banking, CIMB Group, Public Bank and RHB
Banking.
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Peninsul ar Malaysia, one the worl d’s
development ofnew oil palm plantations

Peninsular Malaysia accounts for more than Jercent of global palm oil production.lts oil palm
planted area stood af.7 million hectares (haat the end of 2020, which is more thah0 percentof its

land area.

Malaysia is the world’s second largest palm oil producer with 26 percent of global output, following only
Indonesia (58 percent). At the end of 2020, Peninsular Malaysia accounted for 47 percent of Malaysia’s
planted area of 5.9 million ha. The remaining 53 percent resides in the Malaysian part of Borneo (Sarawak

and Sabah).

As also shown by cases in this report, new oil palm plantations are still being developed in Peninsular
Malaysia. According to figures of the Malaysian Palm Qil Board, the oil palm planted areas of Peninsular’s
states Pahang, Kelantan, and Terengganu increased by 41,000 ha, 9,000 ha, and 7,000 ha in the period
2018-2020 respectively. This data suggests that these states are presently the main areas of oil palm

expansion.

Figure 1: Figure 2:
Peninsular, states and federal territories Oil palm concessions Peninsular Malaysia
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State governments determine the fate of

Approximately 84 percentof PeninsularMalaysida s r emai ni ng f oRerenanensFoiet c | as s
Reserve. (ontrol of PermanentForest Reserveis not in the hands of the central government, but of
the 11 states of Peninsular Malaysia.

Under the Federal Constitution of Malaysia, all Malaysian states have jurisdiction over their lands, forests,
fishery, agriculture, and water resources, including the power to decide on the administration,
management, use, and allocation of their forest resources. State governments can remove areas from
Permanent Forest Reserves by publishing details of the removal in a gazette, an official government
publication. Whenever an oil palm plantation is developed inside a forest reserve, it is not officially
considered a forest reserve. Together, four states (Pahang, Perak, Kelantan, and Terengganu) have more
than three-quarters of the surface of Permanent Forest Reserves.

Figure3:t SY Ay adz | NJ al f IFodedtRebefvés t SNXY I y Sy i

State Area (ha) %
Pahang 1,550,687 32
Perak 988,591 21
Kelantan 629,775 13
Terengganu 540,309 11
Kedah 341,976 7
Johor 334,292 7
Selangor 250,208 5
Negeri Sembilan 155,492 3
Other 20,996 0

4,812,326 100

SourcefForestry Department Peninsular Malaysianual report 2019

Mal aysia’s central gover nme ndeforestaton farroihpalon,rnyet stateme a s u r
governments deter mi ne t he f aTeresaKokfthedlPMahysias 8imisten r Mal a
of Primary Industries, stated in March 2019: “Oil palm plantations have been accused [of] causing

deforestation. That is why my ministry has come up with the position to cap the expansion of our oil palm

plantations, but improve seedlings and yields in our planting areas.” The Ministry wanted to keep the oil

palm planted area at a ceiling of 6.5 million ha from 2023 onwards. However, the Minister had an

important reservation: She needed the help of state governments to achieve a cap.

Malaysia’s decentralized powers are in contrast to Indonesia, where the central government is largely in
control of forests. Indonesia’s government issued a nation-wide logging moratorium for primary forests
and carbon-rich peatlands that cover a total of 66 million hectares, or 35 percent of its land area.

According to its forestry department website, Peninsular Malaysia had a forested area of 5.6 million ha in
2019, or 43 percent of its total land area. The forested area comprises Permanent Forest Reserves (Hutan
Simpan Kekah.8 million ha), wildlife parks (0.6 million ha) and stateland forests (0.2 million hectares).
However, Peninsular’s biodiversity is declining. In March 2021, the director-general of the Forest Research
Institute Malaysia stated that 567 out of the 1,600 plant species of Peninsular Malaysia have been
classified as threatened. Peninsular Malaysia has less than 200 tigers and 1,200-1,500 elephants left in the
wild.
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https://www.theedgemarkets.com/article/kok-propose-expansion-cap-msian-oil-palm-estates-65-mil-ha-2023
https://foresthints.news/35-of-indonesia-land-covered-by-permanent-forest-peat-moratorium-map/
https://www.forestry.gov.my/en/2016-06-07-02-53-46/2016-06-07-03-12-29
https://www.thesundaily.my/local/567-malaysian-plant-species-listed-as-threatened-CE7464422
https://www.wwf.org.my/media_and_information/updates__former_newsroom_main_/?28605/Protect-the-Malayan-tiger-at-all-cost
https://malaysia.wcs.org/Wildlife/elephant.aspx

Non-transparency in oil palm expansion in Peninsular Malaysia

Peninsular Malaysia’s gover nment s ingide toresht rederves.r an s p a
The Malaysian government recently allowed concession maps of RSPO-certified areas to be made publicly

available, yet concession maps of companies in the early or planning stages of deforestation remain

undisclosed. For example, only a fraction of the Environmental Impact Assessments (EIAs) conducted for

projects involving forest conversion appear on the website of the Environmental Department of the

Ministry of Environment and Water.

Issues with deforestation and unknown concession boundaries also exist in Indonesia, but to a lesser
extent. In Indonesia, when boundaries are not clear, often deforestation can still be linked to a company
based on location permits and newspaper articles. Malaysia does not work with location permits, and its
media landscape is less advanced.

Another contrast with Indonesia is Peninsular Malaysia allowing company projects that have clear-felling
of forests as their sole purpose. One company may be clear-felling an area; another company may later
start an oil palm project in that area. This results in a confusing situation as to whether the palm oil grower
can still be held responsible for the deforestation. Among the retrievable ElAs, two oil palm projects in
degazetted forest reserves were found, for which the forests were already cut down, and not part of the
oil palm project. These two oil palm projects were the following:

9 Felcra’s Bekok oil palm plantation of 609 ha in Johor’s Labis Tengah forest reserve. Felcra’s EIA
was approved in October 2018, but the forests had already been cleared by June 2016. The EIA
mentioned that Felcra was already eyeing the area in 2010 as a future oil palm plantation.

'  Bunga Group’s oil palm plantation of 2,026 ha in Kelantan’s Limau Kasturi forest reserve through
its subsidiary Value Greenworld Sdn Bhd. The EIA was approved in September 2018, but the
forests had already been cleared by December 2015. The Limau Kasturi Forest Reserve had been
degazetted from permanent reserve forest in November 2013 by the Kelantan State Government.

Some EIAs on projects concerning the removal of forest reserves by state governments do in fact appear
on the website of the Environmental Department of the Ministry of Environment and Water. The projects
may solely comprise the clear-felling of forests. In other cases, the commodity is included in the project,
such as oil palm, durian, rubber, timber plantation, mixed agriculture, or vegetables.

Peninsular’”s main palm oil refi-ners can
deforestation commitments

The eight largest palm oil refiners of Peninsular Mgtda have No Deforestation, No Peat, No
Exploitation (NDPE) policieS'he implementation of such policiesas,however, beenset back due to
unknown concession boundaries of dafesters(so-called ghost deforestation)Deforestation can be
detected in near real-time, yet when concession boundaries and owners are not known, refiners cannot
determine who to engage to stop deforestation.

Palm oil refiners are a strategic bottleneck in the global supply chain. NDPE policies are the strongest
private actor that can cut the direct link between deforestation and palm oil. Refiners commit to NDPE
policies that cover their own plantations and the plantations of their third-party suppliers. The eight
largest palm oil refiners cover 70 percent of Peninsular Malaysia’s refining capacity. All eight companies
publish lists of their supplying mills (supply chain transparency) and also publish their incoming grievances,
including actions taken and outcomes achieved.
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Despite present efforts, Malaysia’s palm oil refiners have the potential to take more action to implement
their no-deforestation commitments. Out of Peninsular’s 28 largest palm oil growers and mill owners,
only nine have an NDPE policy. By comparison, of the 21 largest oil palm growers in Indonesia, 16 are
meeting their suppliers’ no-deforestation expectations. This indicates that refiners are not making their
no-deforestation commitments clear to Peninsular’s palm oil growers.

The final pages of this report show Peninsular’s main palm oil growers and mill owners. Mill owners are
often not the ones who grow the palm oil. This report examines this with two deforestation cases related
to the Sultans of Johor and Terengganu. For both cases, even though the company group was selling
produce from the plantation to third-party mills, the main refiners took little action. Only nine out of
Peninsular’s 28 largest palm oil growers and millers have a no-deforestation policy, and traceability is only
to mill, not plantation.

Figure4: Main palm oil refiners inside Peninsular Malaysia

Palm oil refining NDPE implementation

Palm oil refiner capacity (million | NDPE policy Supply chain Operational
tonnes/year) transparency | grievance systen

Mewah International 2.6 Yes Yes Yes
Wilmar International 2.4 Yes Yes Yes
FGV Holdings/Felda 1.7 Yes Yes Yes
Sime Darby 13 Yes Yes Yes
101 Group 1.2 Yes Yes Yes
Nisshin QilliO 1.0 Yes Yes Yes
HSA Group/Pacific Inter-Link 0.7 Yes Yes Yes
Musim Mas 0.7 Yes Yes Yes
Total eight largest refiners 11.6(70%)
Agri Asia Group 0.5 No No No
Tee family (Prosper) + Far East Holdings 0.4 Yes + Yes No No
Other companies 4.1
Total Peninsular Malaysia 16.6(100%)

Source: Company websites, industry sources.

Five recent deforestation cases inside degazetted forest reserves shaoth oil
palm expansion and noitransparency

In the followingsection CRR explores five casesrefmoved forest reserves, includingnalysis oflinks
to oil palm plantations being developed when knowiThe following cases show Peninsular’s lack of
transparency on concession boundaries and ownership:

9 Case 1 examines a planned 12,000-ha oil palm plantation inside a forest reserve. This case was
identified by main refiners with NDPE policies in April 2020. By then, however, most of the forests
had already been cleared. The forest clearing started in 2015.

I Case 2 shows 6,000 ha of forest clearing inside a forest reserve since 2016, while public
information also shows that two oil palm plantations planned clearing that totaled 4,000 ha.

9 Case 3 looks at a 2,200-ha oil palm plantation that appeared in a forest reserve after the forest
was cleared between June 2016 and December 2018. This plantation is an oil palm project of AA
Sawit, a company that is 51 percent owned by the Sultan of Johor. The case did not result in any
grievances or engagement by the main refiners.
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https://chainreactionresearch.com/wp-content/uploads/2020/04/NDPE-Policies-Cover-83-of-Palm-Oil-Refining-Market.pdf
http://www.mewahgroup.com/upload/Sustainability/Mewah_Group_Sustainable_Palm_Oil_Policy.pdf
https://mewahgroup.com/Sustainability_Traceability.html
https://mewahgroup.com/upload/Sustainability/(Feb-2021)_Mewah%20Group%20Ongoing%20Sustainability%20Grievances.pdf
https://www.wilmar-international.com/wp-content/uploads/2012/11/No-Deforestation-No-Peat-No-Exploitation-Policy.pdf
https://www.wilmar-international.com/sustainability/traceability/supply-chain-map
https://www.wilmar-international.com/sustainability/grievance-procedure
https://www.fgvholdings.com/wp-content/uploads/2020/02/FGV-Group-Sustainability-Policy-29-May-2019.pdf
https://www.fgvholdings.com/sustainability/traceability/
https://www.fgvholdings.com/sustainability/grievance/
http://www.simedarbyplantation.com/sites/default/files/20191218%20GSQM%20Policy%20English.pdf
https://www.simedarbyoils.com/sustainability/supply-chain-management
https://www.simedarbyoils.com/documents/SDO-Supplier-Grievance-Register_210218.pdf
https://www.ioigroup.com/Content/S/pdf/Sustainable%20Palm%20Oil%20Policy.pdf
https://www.ioigroup.com/Content/BUSINESS/B_Mills
https://www.ioigroup.com/Content/S/S_Track#assessment
https://www.nisshin-oillio.com/english/csr/procurement_policy.shtml
https://www.nisshin-oillio.com/english/csr/pdf/Nisshin_OilliO_Group_Total_Mill_List.pdf?201130
https://www.nisshin-oillio.com/english/csr/pdf/Nisshin_Grievances-Log.pdf
https://www.pilgroup.com/pdf/PIL_Responsible_Palm_Oil_Policy.pdf
https://www.pilgroup.com/listofmills.html
https://www.pilgroup.com/pdf/PIL_Grievance_Tracker.pdf
https://www.musimmas.com/qws/slot/u50045/style/Sustainability/2.%20Sustainability%20Policy/Sustainability%20Policy%20English%20-%20August%202017.pdf
https://www.musimmas.com/sustainability/traceability/
https://www.musimmas.com/sustainability/grievances/
https://prosper.com.my/pdf/Sustainable%20Palm%20Oil%20Policy%20(12th%20December%202020).pdf
http://bursa.fareastholdingsbhd.com/sustainability/palm-oil-policy

9 Case 4 focuses on 1,800 ha of deforestation inside a degazetted forest reserve in the period 2016-
2018. This clearing made way for an oil palm plantation owned by the Sultan of Terengganu. For
this case, the main refiners took only little action.

9 Case 5 shows massive clearing of more than 20,000 ha inside the Lesong forest reserve since 2016.
Information on the companies active in this area, and on whether oil palm will be developed, is
limited.

Case 1: TH Plantations and its cleeifling of the Yong forest reserve

Inside the Yong Forest Reserve, in Pahang state, the company Deru Semangat Sdn Bhd developed an oil
palm plantation of over 12,000 ha, covered by approved EIAs in March 2017, March 2018, and February
2020. The forest clearing for this project took place in the period 2015-2019, and subsequently the oil
palm plantation was developed.

Figure5: Forest loss Yongorest Reserve

e

Deru Semangat Sdn Bhd is 55 percent owned by
Lembaga Tabung Haji (LTH). LTH is also the majority-
shareholder of the large palm oil company TH
Plantations Berhad. The remaining 45 percent of
Deru Semangat is owned by the Sultan of Pahang
and his relatives.

By April 2020, the case came under the attention of
main traders/refiners with NDPE policies, but most
forests had already been cleared. Wilmar
International, which met with TH Plantations in July
2020, mentioned that TH Plantations had ceased all
oil palm development inside the concession.
Engagement with TH Plantations concerning
Wilmar’s re-entry criteria was also triggered.
Mewah International met with TH Plantations in
October 2020. TH Plantations mentioned that it is
considering a potential recovery plan.

[ 2 e i \' <o ;3.‘ . . .
% g, T E Wy, 3%, o) Inside the Yong Forest Reserve (marked in green in
Source: GLAD deforestation alerts, 2015 — Feb 2021, bit.ly/20xYqZi. the above graphic) and outside Deru Semangat’s

area (marked in black in the above graphic), another
2,400 ha of forests have been cleared since 2015 (marked in red). The three patches in the Northwest of
Deru Semangat’s concession were cleared in 2020 and 2021. It remains unclear which companies are
responsible for these clearings, and whether oil palm plantations are planned.

Case 2: Planned oil palm plantations remain undiscovered inside Bukit Ibam Forest Reserve

Since 2016, the Bukit Ibam Forest Reserve in Pahang state lost 5,900 ha of its forests (red marked areas in
the figure below). Various large-scale, clear-felling operations have taken place, mostly for the
development of oil palm and forest plantations. There is scarce public information available on the
companies operating in the area and their concession boundaries.

The Malaysian consultancy Eco Synergy is one of the most frequent assigned organisations to produce
ElIAs for projects involving forest clearing in Peninsular Malaysia. Its 15 EIAs account for 11,900 ha
concerning the Bukit Ibam Forest Reserve.
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https://ekas.doe.gov.my/ekas/eia/upload/Ex_Sum/201612061428360.Executive%20Summary.pdf?s_JENIS_LAPORAN=DEIA&s_NEGERI=&s_TAHUN=2017&ID_PROJEK=18225&ID=18225&jenis=DEIA
https://ekas.doe.gov.my/ekas/eia/upload/Ex_Sum/201811090932480.2%20ES%20-THP.pdf?s_JENIS_LAPORAN=DEIA&s_NEGERI=&s_TAHUN=2018&ID_PROJEK=21450&ID=21450&jenis=DEIA
https://enviro2.doe.gov.my/ekmc/wp-content/uploads/2020/02/5.-CHAPTER-1-INTRODUCTION.pdf
https://enviro2.doe.gov.my/ekmc/wp-content/uploads/2020/02/5.-CHAPTER-1-INTRODUCTION.pdf
https://chainreactionresearch.com/the-chain-tabung-haji-plantations-to-develop-new-oil-palm-concession-once-again-breaching-buyers-ndpe-commitments/
https://www.wilmar-international.com/sustainability/grievance-procedure
https://www.wilmar-international.com/docs/default-source/default-document-library/sustainability/grievance/grievance-case-report/minimum-requirements-for-supply-chain-re-entry_final.pdf?sfvrsn=c0792f8c_2
https://mewahgroup.com/upload/Sustainability/(Feb-2021)_Mewah%20Group%20Ongoing%20Sustainability%20Grievances.pdf
https://ecosynergy.com.my/project-eia/

Two approved ElAs were for projects for converting forest into oil palm plantations. One project was for
2,000 ha, but the name of the client was not revealed. The other project was for 1,900 ha, with Perkayuan
Rimba Murni Sdn Bhd as the client. It remains unclear whether these projects have proceeded, though
the largest red-marked area in the figure below (representing 3,600 ha) could represent clearing for these
oil palm plantations. Most of the clearing took place in 2020.

The company Perkayuan Rimba Murni Sdn Bhd is majority-owned by the Malaysian Loo family (Loo Swee
Thing and Loo Swee Chew, among others). The Loo family is also known from other logging projects inside
forest reserves, such as those through the companies Eco Lumber Sdn Bhd and Super Radiance Sdn Bhd.
The Loo family is not known for having oil palm plantations, and it is unclear whether the Loo family is just
managing the logging project, or also developing the oil palm plantation.

Of the 15 Bukit Ibam EIA projects listed by Eco Synergy, only one EIA was available on the website of the
Environmental Department of the Ministry of Environment and Water. The one project was the 3,800-ha
clear-felling area controlled by Seruan Gemilang Makmur Sdn Bhd (marked in black in the figure below).
The EIA was approved in December 2020. The company may start its large-scale logging in the near future,
and there is no clarity which commodity will be grown on the logging project.

Figure 6: Forest loss Bukit Ibam Forest Reserve, between 2016 and February 2021

Source:Global Forest Watch, Deforestation alerts (GLAD), January 2Q1Bebruary 202X yellow markings are recent 2021
clearings.
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Figure7: EIAs for forest clearing inside Bukit IbalRorest ReservePahang state

ElA year | Status EIA| Area (ha)| Commodity Company
2019 Approved 3,845 | Logging Seruan Gemilang Makmur Sdn Bhd
2016 Approved 2,023 | Logging & oil palm plantation Not revealed
2018 Approved 1,853 | Logging & oil palm plantation Perkayuan Rimba Murni Sdn Bhd
2018 Approved 441 | Forest plantation Better Timber Trading Sdn Bhd
2019 Approved 405 | Forest plantation Beta Engineering & Constructions
2018 Approved 405 | Forest plantation Maha Megajaya Resources
2018 Approved 368 | Forest plantation Citarasa Exotika Sdn Bhd
2019 Ongoing 465 | Forest plantation Eco Lumber Sdn Bhd
2019 Ongoing 406 | Forest plantation Rhythm Acres Sdn Bhd
2019 Ongoing 405 | Forest plantation Business-Flair Sdn Bhd
2019 Ongoing 404 | Forest plantation Benefit Circle Sdn Bhd
2019 Ongoing 371 | Forest plantation Perniagaan L&W Maju
2019 Ongoing 224 | Forest plantation Eco Lumber Sdn Bhd
2019 Ongoing 162 | Forest plantation Royar Creative Wood Sdn Bhd
2019 Ongoing 132 | Forest plantation Pembalakan Ibam

Total 11,909

SourceEco SynergyExperiences, Environmental Impact Assessment({Egajed on Marcl8, 2021)

Case3: AA Sawitclearing theJemaluandgorest reserve

The Jemaluang forest reserve, located in Johor state, lost around 3,100 hectares of its forests since 2016.
The company AA Sawit Sdn Bhd developed an oil palm plantation of 2,190 ha, and the company Nadi
Mesra Sdn Bhd has an approved an EIA to develop an oil palm plantation of 2,126 ha. The forest clearing
for AA Sawit’s plantation was conducted between June 2016 and December 2018, while the clearing for
Nadi Mesra’s plantation started in early 2018 and more than half of the approved area is presently cleared.
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Figure 8: Forest loss Jemaluang forest reserve

The Jemaluang Forest Reserve was entirely
degazetted in 2015. It was part of the Central
Forest Spine (CFS), a blueprint to conserve
biodiversity and limit unsustainable
development by connecting the largest
remaining tracts of forests in Peninsular
Malaysia. The CFS master plan was developed in
2010 under the auspices of Malaysia’s central
government. It identified an ecological corridor
called “SL04” to connect the forest complexes of
Endau-Rompin and Jemaluang, the Ministry of
Energy and Natural Resources recently told

Macaranga.

Macaranga also reported in December 2020 and
January 2021 that residents in the nearby town
of Jemaluang were worried over herds of up to
30 elephants roaming into town and damaging
farms and plantations. According to the EIA
documents of AA Sawit as well as Nadi Mesra, the
cleared areas may have very well harbored
elephants, tigers, and tapirs.

AA Sawit has around 4,400 ha of oil palm
concessions in Johor state, including the 2,190-
ha plantation. It is 51 percent owned by the
’ Sultan of Johor. The Sultan of Johor also has
Source: GLAD deforestation alerts, 2016 — Feb 2021, bit.ly/3t4mZvG. other palm oil companies, such as Mados's
Holdings Sdn Bhd (planted area of 8,700 ha) and

Ibzi Plantation Sdn Bhd (area of 5,700 ha).

AA Sawit’s deforestation case did not result in any grievance or engagement by the main refiners. AA
Sawit used to lease a palm oil mill, yet presently the Sultan of Johor does not own palm oil mills. The
produce is sold to third-party mills. Its deforestation case shows that palm oil refiners may not fully pay
attention to who is supplying their mills.

Nadi Mesra’s owner is Mr. Pek Kok Sam. He does not have a palm oil mill or any other known oil palm
operations. Mr. Pek Kok Sam is the owner of a mining company, Aras Kuasa Sdn Bhd, which is responsible
for several deforestation sites in Pahang.

Case 4: The Sultan of Terengganu puts an end to most of the Hulu Setiu forest reserve

The degazetted Hulu Setiu forest reserve in Terengganu state lost 1,800 hectares of its forests in the
period 2016-2018. The clearing led to the company Cahaya lkhtiar Sdn Bhd developing an oil palm
plantation by. The total area of Cahaya lIkhtiar is 7,336 hectares. The area was almost entirely forested in
2012 when the oil palm project started. The last forests inside the concession were cleared in 2018, while
the EIA for this clearing of 402 ha was approved in December 2018. And no more than the cover page of
the EIA was published.
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https://www.macaranga.org/excision-the-main-threat-to-forests-in-peninsular-malaysia/
https://www.macaranga.org/forest-loss-under-whose-watch/
https://www.macaranga.org/excision-the-main-threat-to-forests-in-peninsular-malaysia/
https://www.facebook.com/perhilitanofficial/videos/681935156033059/
https://www.facebook.com/perhilitanofficial/videos/681935156033059/
https://mspotrace.org.my/audit_reports/report__OPMC302175.pdf
https://www.rspo.org/uploads/default/pnc/RSPOPC-STAKE.L01_(EN)_(3_.0)_Madoss_Holdings_Sdn_Bhd_.pdf
https://enviro2.doe.gov.my/ekmc/wp-content/uploads/2019/12/md-eia-rimbaaktif-blok-1314-hulu-nerus-setiu.pdf
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Figure 9: Forest loss Hulu Setiu forest reserve
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Source: Deforestation alerts (GLAD), January 2016 — December 2018, bit.ly/3snx0Zj.

Caseb: Massive clearing in the Lesong Forest Reserve

Cahaya Ikhtiar Sdn Bhd is owned
by the Sultan of Terengganu and
his relatives. According to the
MSPO-certification audit report
of Cahaya lkhtiar Sdn Bhd, the
company sells its fresh fruit
bunches to one of the palm oil
mills owned by TDM Berhad.
Along with to the earlier
example on AA Sawit, this
deforestation case shows that
palm oil refiners could pay more
attention to traceability to
plantation.

Of all forest reserves in Peninsular Malaysia, the Lesong Forest Reserve in Pahang has experienced the
most forest loss over recent years. In September 2014, it already became clear that 17,000 hectares would
be converted to plantation sites. The Pahang Forestry Department director stated: “The whole 16,896 ha
of Lesong that have been designated for forest plantation can all be classified as degraded or poor forest.”

Instead of regenerating forests after too many logging operations, the state government has preferred
commercial timber trees and rubber, among other products. The director also stated that the terrain

was suitable for conversion to oil palm and other agricultural activities.

Since 2016, the Lesong Forest Reserve in Pahang state lost 20,800 ha of its forests (see red-marked areas
in the figure above). Little information is available on the companies active in this area and whether oil
palm will be developed.
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Figure 10: Forest loss Lesong forest reserve
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Source: Deforestation alerts (GLAD), January 2016 — February 2021, bit.ly/3t4mZvG.

Many palm oil growers in Peninsular Malaysia @ot have NDPE policies

In contrast to Indonesia, most of the large palm oil growers in Pensinsular Malaysia are majority-owned
by a government institution. The four largest palm oil growers, which together run 31 percent of
Peninsular’s estimated oil palm area, are majority-owned by the central government of Malaysia. Many
other large palm oil growers are owned by a state government, which corresponds with the jurisdiction
that state governments have over their forests. Some palm oil growers also have ownership links with
sultans of states, as noted for example for the states of Johor, Terengganu, Pahang, and Kelatan.

Looking at palm oil mills instead of oil palm plantations, the role of the government becomes less
dominant. For example, Felcra and RISDA have few mills compared to their oil palm-planted areas, and
this also applies for many of the governmental institutions at state level. Some private partners have four
or even more palm oil mills, even though they do not own significant oil palm planted areas.

Out of Peninsular’s 28 main palm oil growers and palm oil mill owners, only nine have an NDPE policy.
NDPE policies include commitments to the following: Free, Prior, and Informed Consent (FPIC) for
indigenous and other local communities, zero-burning, preventing poor working conditions, and
preserving High Conservation Value (HCV) areas, High Carbon Stock (HCS) areas, and peatlands. When
palm oil growers and palm oil mill owners do not have NDPE policies, they may in practice still adhere to
NDPE policies of their buyers: the main palm oil refiners.
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Figure 1.: The largest palm oil growers and/or palm oil mill owners in Peninsiéailaysia

Areain
) Amount of

Company group Peninsular palm oil | Majority-ownership NDPE

Malaysia . policy?

mills
(ha)

1) FGV Holdings + Felda 603,800 63 Central government Yes
2) Felcra 136,100 7 Central government No
3) Sime Darby 121,000 28 Central government Yes
4) RISDA 72,800 3 Central government No
5) Kuala Lumpur Kepong (KLK) 60,600 9 Private Yes
6) Tradewinds Plantation 44,200 3 Private No
7) LKPP —Pahang 42,900 3 State government Yes
8) 10!l Group 41,000 4 Private Yes
9) TDM Berhad 36,600 2 State government No
10) Lembaga Kemajuan Terengganu Tengah 34,300 4 State government No
11) Tee family (Prosper) + Far East Holdings 52,800 9 Private Yes + Yes
12) Yayasan Pahang 25,200 0 State government Yes
13) Boustead 22,300 4 Private No
14) Tiong Thye Company 21,800 3 Private No+No
15) PPPNP - Perak 19,800 1 State government No
16) United Plantations 19,700 7 Private Yes
17) Sultan of Johor 18,800 0 Private No
18) KESEDAR - Lembaga Kemajuan Kelantan Selatan 18,200 0 State government No
19) Johor Corporation (Kulim) 18,100 6 State government No
20) Kerajaan Negeri Pahang (Mentiga + Amanah) 17,400 0 State government No + No
21) TH Plantations (Tabung Haji) 16,600 2 Central government Yes
22) YPJ Holdings 16,200 1 State government No
23) Tanah Makmur 15,800 0 Private No
24) Bell Group of Companies 0 6 Private No
25) Ngan & Ngan Holdings 0 6 Private No
26) Dupont & Leosk and related parties 3,600 4 Private No
27) Southern Acids (M) related 4,000 4 Private No
28) Tian Siang Group 0 4 Private No
Subtotal 1,483,600 183
Other 1,516,400 95
Total 3,000,000 278

SourceGlobal mill list and concession map AidenvironmigliP Ceertified areastotal area estimated from planted area
according toMalaysian Palm Oil Boaytivebsites companies.

Palm oilactorsin Peninsular Malaysianainly financed by Malaysian financial
Institutions; non-NDPE actors receiveat least USD 2.4 billion

Between2016and 2020, financial institutions provided at least USD6.2 billion in palm oil-connected
loans and underwriting to palm oil growers, millers, and refiners in PeninsularMalaysia.Data on
creditors is available for nine of the identified companies, including five companies without an NDPE
policy. Key banks providing loans and underwriting were Malaysian Malayan Banking, CIMB Group, Public
Bank, and RHB Banking, accounting for 55 percent of the total identified flows. With a total of USD 2.4
billion, loans and underwriting linked to non-NDPE companies accounted for 38 percent. These flows were
almost exclusively linked to Malaysian financial institutions. Malayan Bank and Public Bank were the
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https://www.fgvholdings.com/wp-content/uploads/2020/02/FGV-Group-Sustainability-Policy-29-May-2019.pdf
https://felcra.com.my/through-mspo-certification/policy/
http://www.simedarbyplantation.com/sites/default/files/20191218%20GSQM%20Policy%20English.pdf
https://www.risda.gov.my/en/
https://www.klk.com.my/sustainability/wp-content/uploads/2018/11/2018-11-22-KLK-Sustainability-Policy-ENG.pdf
https://www.tpb.com.my/other-policies
https://www.lcsb.com.my/images/mspo2021/ndpe.pdf
https://www.ioigroup.com/Content/S/pdf/Sustainable%20Palm%20Oil%20Policy.pdf
https://www.tdmberhad.com.my/
https://www.ketengah.gov.my/
https://prosper.com.my/pdf/Sustainable%20Palm%20Oil%20Policy%20(12th%20December%202020).pdf
http://bursa.fareastholdingsbhd.com/sustainability/palm-oil-policy
https://ypph.com.my/v4/
https://www.boustead.com.my/
https://www.chinteck.com.my/index.html
https://www.nsop.com.my/
https://pppnp.gov.my/portal/index.php/ms/projek/perladangan-nurseri-menu
https://unitedplantations.com/policies/#Sustainability-Policies
http://www.kesedar.gov.my/home
http://integrated-report.kulim.com.my/pages-iar2019.aspx?Content_Name=The%205Ps%20of%20Sustainability_Planet%202019&p_Id=2187
https://mentiga.com.my/v2/index.php/sustainability
https://www.aspaphg.com/index.php/ms/
http://www.thplantations.my/doc/THP_Sustainability%20Policy_Final_v1.pdf6
https://www.ypjh.com.my/ypjh/#page-top
https://www.tanahmakmurberhad.com/home.html
http://www.bell.com.my/about/sustainability/
http://www.tiansiang.com/?page_id=9
https://mspotrace.org.my/Opmc_list
https://bepi.mpob.gov.my/index.php/en/?option=com_content&view=category&id=115
https://forestsandfinance.org/
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largest creditors to non-NDPE actors with respectively USD 998 million and USD 553 million (Figure 12).
Due to the lack of transparency, the amount of financing provided to companies without an NDPE
commitment is likely higher.

The financial institutions with zero-deforestation policies mentioned in Figures 11 and 12 (such as HSBC,
Standard Chartered, JP Morgan Chase, DBS) are not exposed to non-NDPE palm oil companies in
Peninsular Malaysia.

Figure 12: Top creditors (loans and underwriting) of palm oil companies in Peninsular
Malaysia

NDPE mNo HYes USS millions
- 500 1,000 1,500
Malayan Banking (MY) N 1.698
CIMB Group (MY) D :::
Public Bank (MY) 553
RHB Banking (MY) . EEEH
ocec(sc) I 328
Standard Chartered (UK) [l 205
pBs (5G) [l 1e0
JPMorgan Chase (US) [l 146
Mitsubishi UFJ Financial JP) [l 130
AmBank Group (MY) 112
Bank of Philippine Islands (PH) - 111
United Overseas Bank (SG) . 103
HsBC (UK) [l 103
Westpac (AU) g1
Mizuho Financial (JP) . g1

Note: All amounts are adjusted fpalm oil attributable value. SourcEorests & Finand2021).

Moreover, palm oil-related investmentsin sharesand bonds with a value of USD10.4 billion canbe
linked to financial institutions. The Forests & Finance database identifies investments in 11 palm oil
growers, millers, and refiners active on the Peninsular, of which eight have an NDPE policy. Of the total
identified value, 99 percent, or USD 10.3 billion, is linked to these eight companies (Figure 13). Among the
investors, Permodalan Nasional Berhad and the Employees Provident Fund account for the largest shares
with respectively USD 5.2 billion and USD 2.0 billion.
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Figure 13: Top investors in shares and bonds of palm oil companies in Peninsular Malaysia

NDPE m Mo mYes U535 millions
- 1,000 2,000 3,000 4,000 5,000

nm——y P

Employees Provident Fund [MY) 2,039

KWAP Retirement Fund {MY)

Lembaga Kemajuan Tanah Persekutuan (FELDA) (MY)
Vanguard (US)

Public Bank (MY)

OCBC (5G)

Malaysian Hajj Pilgrims Fund (MY)

BlackRock [US)

Prudential (UK) (UK)

Perbadanan Pembangunan Pertanian Negeri Perak [MY)
Al Group (HK)

Lembaga Tabung Angkatan Tentera (MY)
Commonwealth Bank of Australia (AU)

Morthern Trust (US)

Note: All amounts are adjusted for Ipaoil attributable value. SourcEorests & Finand@021).

Disclaimer:

This report and the information therein is derived from selected public sources. Chain Reaction Research is an unincorporated project of Climate Advisers, Profundo, and Aidenvironment
(individually and together, the "Sponsors"). The Sponsors believe the information in this report comes from reliable sources, but they do not guarantee the accuracy or completeness of this
information, which is subject to change without notice, and nothing in this document shall be construed as such a guarantee. The statements reflect the current judgment of the authors of the
relevant articles or features, and do not necessarily reflect the opinion of the Sponsors. The Sponsors disclaim any liability, joint or severable, arising from use of this document and its
contents. Nothing herein shall constitute or be construed as an offering of financial instruments or as investment advice or recommendations by the Sponsors of an investment or other
strategy (e.g., whether or not to “buy”, “sell”, or “hold” an investment). Employees of the Sponsors may hold positions in the companies, projects or investments covered by this report. No
aspect of this report is based on the consideration of an investor or potential investor's individual circumstances. You should determine on your own whether you agree with the content of
this document and any information or data provided by the Sponsors.
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