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1. Welcoming remarks from cahair
OTwelcaomed all participants

2. Review ofprevious minutes
No commens. RSPO will publigimeeting note on the website.

3. Recap comments on Compensation Guidance
Summary otomments is attached annex 2 There are four main issues which need to be
finalized i.e. monetary compensation, coefficient, and compensation matrix fomember
after endorsement of Compensation Mechanism and finalization of remote sensing guidance.

4, Review Compensation Guidance
a. Monetary compensation
CB questioned the conservation outcome of appl@mgonetary formula across different
regions. Liabilitypf a companyshouldbe linked to the final conservation outcome and not the
total funding.

AL replied thathe Compensation Panel will approve on the compensation plan including a
budget over a time period. Compensation Panel will guide the compensation plan in order to
achieve the conservation output.

Amrei von Hase from Forest Trends commented thatcaseasessment bythe Compensation
Panel without a set of transparent criteria a risk to theRSPO.

MZ stated that an estimated funding will assist companies to set realistic saagdtobjectives,
and it will thenbe evaluated by the Compensation Panel.

P askedvhat is theconsequence# budget run out before the project ends. AL replied that all
companies are required to submit progress report to ensure deliverables of oufplugs
Compensation Guidance has listed some fundamentals on quality repertjingcientific base,
address additionally etc.

b. Review Compensation Matrix

For any future clearance cases conducted by a non RSPO menfizgnigpmembersAL, AB,
AR, MZ, GRind CBoroposedthe following compensation action:

oRestoration of nativeegetation on all areas cleared except for the area with vegetatien co
efficient at 0.0 [at the time of EB approval of this compensation guidance

Restoration of nativeegetation on all areas cleared to the status of the vegetation [at the time
of approval of this compensation guidande§
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GLT proposed to adopihe same concept for certified RSPO members and RSPO members after
endorsement othe Compensation Mechanism i.e. restoration is not required for degraded land.
SP added that she did not agree to restoration as the best compensation asitda

impractical for large area

AL did not agree to this conceptual change as it entaiig¢ development by RSPO members
can happen without any HCV assessment and restoration is not required for degrade@&rea.
further explained that CTF has agreed to full restoration for future clearance without HCV
assessmenafter adoption of @mpensationProceduredy RSPO certified memberschRSPO
members to outline a clear messagethe generapublic that no development should happen
without HCV assessmeitR suggested replacing restoration with an extraordinary high
multiplier such ashree times the cleared area without HCV assessnadtdr adoption of
CompensationProceduresAL said RSPO members should revawareness ofand embrace

the RSPO P&C atttht full restoration is only forxceptional casein small area

The ompensation matrior nonrmemberis accepted as abov€ompensation action for RSPO
members and certiid members after endorsement ttie Compensation Mechanism remains
as full restoration.

c. Review Remote Sensing Guidance
PG from Tropenbos presented on the proposed remote sensing guidance. Presentation is
attached asannex 3.

SS askedboutthe vegetation analysiir undisturbed forestJP askedboutthe location of the
satellite imageryPGexplained that analysis should be domgingdifferent time series anth
comparison with the adjacent landscape.

GLT askedbout issues aroundlioudcover.PG explained said SPOT 5 and quick bird allows
purchaser to specify date and percentage of cloud cover. The giisopcknowledgd on the
cloud covemproblem from thehistoricalsatelliteimagery growers might be to select the best
available imagkobtain images from other satellites to generate a clear image

GR asked othe difficulty to differentiate our current coefficient categories using remote
sensing technology.

AH said thathe Compensation Mechanism states Nov 2005/ Jan 2006 as theffcdate, but
he asked PG on time series analygsid ifit isnecessary to includanalysisbefore orsince2000.
PG said Landsat imaffem 1995 has been provided to the RSPO.
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KatrinaEngelstedrom Eathline presented on theitanduse change analgsusing SPOT 5 image.
The case study was conducted in North Sumatrawo estates Thefirst estatewasabout 1255
ha, and second estatgasabout 7,811ha. In this analysis, Earthline @s8POT 5 and Landsat 5
imagery. Theravasa small discrepancy imectare size based on different imagédmyt it was

due tothe different time period when the satellite imagery was tak&s asketlow can one
differentiate betweenuneven and even canoplE said it is possible to differentiate uneven
canopy from even g#pybut she did not explain the details

OT clarified thathe proxy approach is applicable for compensation on H8¥hd part of HCV4.

SS suggested conducting land use change analysis over certain time series to differentiate
between young forests &im matured forest.SS also proposed to use NDVI in landuse change
analysisasthe images are comparable to photographs taken on the ground.

AR asked on our minimum requirement on ima@errent remote sensing guidance is based on
landsat 30m only. OTxplained that landsat 30m can be the minimueguirement If there are
disputes than ther image with higher resolutiocan be sourced.

There is no consensus at this pdiot growers withinthe CTRvho are committed to conduca
case study with PT Earthline on landuse analysis.

d. Coefficient

SS suggested CTF to consider using ISCC definition of forest which includes native species in
forest area. Hence rubber plantation and other Raative plantation sbuld not be
compensatedAH saidhat there aresome valus of mixed native and nonative plantation.

JP highlighted that more than 95% of conversion in Indonesia and Malaysia are converted from
logged over forest, hence he suggested including logged over forest under coefficient 1.0.

AR highlighted on swamp shrub/ savannah which might contain HCAfdbcéitegorsed as
coefficient 0.

On rubber plantation, AH proposexh alternativewhereby rubber plantation adjacerio
vegetation categoged under coefficient 0.7 and 1dhall be considered as coefficientOIf itis
not then it can be categorized as coefficient 0. Mixed tree crop plantation is defined under
coefficient 0.4CTF agreed on the principM/WF Indonesia will seek expert viewstba size of
buffer in rubber plantation. SS proposed to adopt same cohfrigpmixed tree crop plantation
which is also categorized under coefficient 0.4.

JP and GRdInot agree to the coefficienand willsubmit a new draft to CTF by end of the day
for consideration.

Follow up action andAOB
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receivedduring the meetingefore next meeting in June.
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Subgroup What Who By when Note
1 Refine description of four John and Glen 20 Mar None
co-efficient classification evening
2 Dollar value formula group | OLAM (lead), IFC, | End of Apr Apply liability
GAR, SDP, ZSL, identified through
WRI, Bora, Sipef LUC analysis
3 LUC analysis using SPOT, | John, Glen, Last week of Companies to
NDVI and Landsat Wilmar, SDP, May provide coordinates
Sipef, REA, (select one estate)
Earthline, WRI
Earthline will conduct
LUC analysis using
four categories, geo
tag photo with
specific co-efficient
Produce summary of
LUC analysis
4 Refine Compensation for Social NGOs End May Refer to
HCV 4, 6 and part of HCV compensation
4 guidance section 7

CTF has agreed to the following timelig highlighted the need to conduct a public

consultation and finade a Compensation Guidance before RT11
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Road towards Endorsement of Compensation Guidance (agreed during 7" CTF meeting)

MAR 2013 Apr 2013 MAY 2013 June 2013

7" CTF
20 Mar 2013

Grp 1: Proposal
on coefficient
from ENGOs
29 Mar 2013

Grp 2: Monetary
compensation
subgroup

22 Apr 2013

Grp 3: LUC
analysis using
SPOT, NDVI and
Landsat

20 May 2013

End of Meeting

Aug 2013 Oct 2013

RT11
Nov 2013

EB endorsement

Final CTF meeting
Oct 2013

30 days public
consultation
Aug 2013

8" CTF
17-18 June 2013

Grp 4:
Compensation for
social HCVs

End May?
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ANNEX 2

Section 4
Compensation Panel

Section 5
Disclosure of non-
compliant land clearance

: P . S O .,,"-;,.’_Aj,-g_rv g 5 e 6
{Sophie P.) | assume that this refers to the membership status of
the company at the time when clearing took place, rather than the
point at which the non-compliance was identified?

‘non-compliant clearing by RSPO members, and especially RSPO
certified growers, carry more compensation liability than such
clearing by non-RSPO members’,

{Sophie P.) A suggestion in relation to this comment: “The RSPO will
appoint a Compensation Panel made up of four members of the
BHCV WG and one member of the RSPO secretariat, supported by
extra capacity as needed, within 15 days of contact.”

(Sophie P.) ‘Growers applying for certification shall disclose to an
accredited Certification body and to the RSPO technical Director
any clearance for expansion after 2005 without prior HCV
assessment on land under their control, or else state in writing that
no such clearance exists. To be eligible for certification, growers
must develop compensation proposals, approved by a
Compensation Panel, for all non-compliant clearance.’

Telephone : +603-2302 1500/
: +603 2201 4053
: rspo@rspo.org

Please could the meaning of this be made more explicit in
the text so that it is not open to debate.

It would be good to clarify the composition of the
compensation panel that will be set up, eg. at least one
grower and at least one environmental expert, at least
one social expert member of the BHCV will be included in
each compensation panel to ensure a balanced
perspective.

Will growers with a number of subsidiary companies that
have disclosed an issue of clearance prior to an HCV
assessment in one subsidiary company be able to
proceed with certification in accordance with their time
bound plan for other subsidiary companies where there
are no issues of clearance prior to an HCV assessment
whilst they are developing their compensation proposal
and getting this approved? Based on experience to date
the development and approval of a compensation
proposal Is likely to take a long time, particularly if lots of
cases are brought to the RSPO at the same time, It would
therefore be a good idea to allow companies with
compensation issues in some subsidiaries to continue
with the certification process in other subsidiaries as long
as they have disclosed all cases of clearance without a
prior HCV assessment in writing, can demonstrate
changes to the relevant SOPs and are pro-actively



RSPO

Roundtable on Sustainable Palm Oil

Page 4 Section 6
Landuse change analysis

Page 4 Section 6
Landuse change analysis

Page 5 Section &
Landuse change analysis
(Coefficient 0.7)

Page 4-5 Section 6
Landuse change analysis
(Coefficient)

RSPO Secretariat Sdn Bhd
Company No.: 787510-K Fax
Unit A-33A-2, Level 33A, Tower A Email
Menara UOA Bangsar,

No.5 Jin BangsarUtama 1

59000 Kuala Lumpur

Malaysia

{Sophie P.) Request for clarification: ‘any clearance for expansion
after 2005 without prior HCV assessment’ - for land cleared prior
to the introduction of the new plantings procedure and the list of
RSPO approved HCV assessors it is not very clear in the RSPO P&C
as far as | am aware whether or not it is acceptable for a company
to conduct an HCV assessment internally if they have the expertise
{eg- Conservation/Com Dev department) or whether this needs to
be done by an external/independent party in order to be
acceptable.

(Sophie P.) In relation to this statement: ‘identifying all individual
cases of land clearance after first of January 2006 without prior,
adequate HCV assessment’

(Sophie P.) '6.2. Any lass of HCV 4-6 shall be identified and assessed
through dialogue with affected stakeholders and communities.”

{} Payne} | know this issue has been debated before, but as it stands
with current wording, we have no guidance on how to assign
logged old-growth forests; this is 3 wording that | suggest; it has to
be subjective; there is no wording that can provide a sharp
differentiation; and we cannot risk adding more categories.

(Anne R) It Is very difficult to distinguish different types of forest
with remote sensing. It is doable. Min of forestry , ICRAF and
SarVision all have several forest classes. However, the confusion
matrix between different forest classes is high and you need
experts to do this. In addition there is also no definition of primary

Telephone : +603-2302 1500/
: +603 2201 4053
: rspo@rspo.org

progressing with their compensation proposal.
Please could this be clarified as this could be very
important in determining whether or not an HCV
assessment was done prior to land clearing or not.

Need to define what is meant by an "adequate’ HCV
assessment. Relating to my point above, would an HCV
assessment conducted by an internal team be consldered
to be adequate?

Determining stakeholders/communities which have been
genuinely affected in retrospect is going to be extremely
challenging, particularly if consultation is carried out over
7 years after the clearance took place. The RSPO is going
10 need to provide some guidance to assist companies to
do this in a transparent and fair way that reduces as far as
possible the potential for opportunistic/false claims by
communities.

Secondary closed forest with even canopy gngd hegvily
logged forests where few or no original high conogy tree
remain

1.0 a) IFL (intact forest landscapes) in 2010;
b) < 100 m from stream or river
0.7 a) IFL in 2005 but not in 2010
0.2 a) IFL in 2000 but not in 2005 and 2010
b) forest not ever IFL

10
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forest or secondary forest.

I would propose to make the classification simpler and based on

measurable GIS analysis

1. Use intact forest landscape. This has a definition and maps
exist for 200, 2005, 2010. See (http://www.intactforests.org/)

In summary:

- A territory which contains forest and non-forest ecosystems
minimally influenced by human economic activity, with an area of
at least 500 km2 (50,000 ha) and a minimal width of 10 km
(measured as the diameter of a circle that is entirely inscribed
within the boundaries of the territory).

2. Use remote sensing 2005 tree cover percent > 30% to classify all
types of forest

3. The difference between 2 and 3 is secondary or degraded forest

4. There is a GIS layer of river streams. It is illegal anyhow to plant
something less than 50 m from a stream and 100 m from a river. So
easy GIS exercise is to make a 100 m buffer around streams and
rivers. It is not really important what land cover there is, forest or
not else.

(Sophie P.) 60 days is not enough time to complete the analysis and
get it validated by an approved HCV assessor as this is likely to
require the grower to identify external consultants and there is
likely to be high demand for this work once the Compensation
Mechanism comes into force.

(Sophie P.) There is a need for further definition as to what
‘adequate’ compensation for the loss of HCV 4-6 would be -

‘provide adequate compensation for loss of HCV 4-6’

(J Payne) small thing but to avoid unnecessary debate or query over

0 a) Not forest not IFL

This should be changed to 90 days or longer.

It would be helpful to state the evidence that would need
to be provided for it to be accepted that no HCV4-6 was
lost.

In addition to compensating communities for loss (if any)

11
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whether or not all sites have HCVs 4, 5 or 6

(J Payne) maybe a missed something, but this wording seems to
imply that all sites will have HCV 4, 5 or 6, and that the HCV 1, 2 or
3 compensation is an add-on, so | suggest just delete "additional”

() Payne) maybe this is clarified elsewhere, but it is good to have it
explicit here also

() Payne) One view was that this has to be "Sum of: all areas
cleared commercially without prior HCV assessment X their year
2006 vegetation coefficient(s)” because (a) when a company buys
something, it buys all its liabilities as well as its assets, and (b)
companies get others (so-called “local community” to do the dirty
work, then deny responsibility. Another view (from me in 2011)
was “No liability” because (a) the person who commits any act (e.g.
clears the land) takes ultimate responsibility, as in all human
endeavours unless they are deemed mentally unfit, and (b) this is
an NGO concession / compromise/ tactic to companies operating in
confusing times (especially in Indonesia) (= "give them a break”). |
will not argue either way anymore. Can see both viewpoints.

() Payne) difficult one, but to make life simple, probably either (if
we are bothered about deliberate scams) either “Twice the sum of:
all areas cleared without prior HCV assessment” or if we feel more
lenient, ”Sum of: all areas cleared commercially without prior HCV
assessment X their year 2006 vegetation coefficient(s)”

(J Payne) if we have such a mechanism, it will also be good in that
the company is not forced to work with a government agency
(unless it wants to), while non-performing and underperfming
NGOs will evetually get shown up in public. Hopefully, serious

Telephone : +603-2302 1500/
: +603 2201 4053
: rIspo@rspo.org

of HCV 4-6, growers in control of areas cleared without
prior HCV assessment after 2005 are required to make
additienal contribution (s) to biodiversity conservation on
site or off site. The total conservation liability depends on
when lands were cleared, by whom and for what
purpose, and on the quality of the vegetation at time of
clearance. The liability, expressed in numbers of hectares
set aside or managed primarily to conserve biodiversity,
is calculated using the below table

Sum of: all areas cleared commercially without prior HCV
assessment X their year 2006 vegetation coefficient(s)”

Or

No liability

Twice the sum of: all areas cleared without prior HCV
assessment

Or

Sum of: all areas cleared commercially without prior HCV
assessment X their year 2006 vegetation coefficient(s)

12
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companies will be drawn to make agreements with the better
NGOs, and vice versa. If a company feels forced to make an
agreement with a government agency, the public complaint
mechanism can be used to expose weak, incompetent and corrupt
government agencies. All these sorts of things can be subveretd
and abused (e.g. a non-serious company can pay off a useless NGO
to do crap work), but at least it’s worth a try. If the compensation
involves protection, maintenance, improvement or re-
establishment of a specific forest or land area, it will be difficult to
cover fake work and failure over the long term.

(Sophie P.) For land cleared by an RSPO certified producer at the
time of clearance between 1st Jan 2010 until EB approval of HCV
Compensation Procedure | think this should be ‘Twice the sum of:
all areas cleared without prior HCV assessment’ X the vegetation
co-efficient? At present the vegetation co-efficient is not taken into
account.

(Sophie P.) For land cleared by an RSPO certified producer at the
time of clearance after EB approval of the HCV Compensation
Mechanism I’'m not sure that restoration of the native vegetation
would always be possible or provide the best conservation
outcome.

(J Payne) if we have such a mechanism, it will also be good in that
the company is not forced to work with a government agency
(unless it wants to), while non-performing and underperforming
NGOs will eventually get shown up in public. Hopefully, serious
companies will be drawn to make agreements with the better
NGOs, and vice versa. If a company feels forced to make an
agreement with a government agency, the public complaint
mechanism can be used to expose weak, incompetent and corrupt
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‘Twice the sum of: all areas cleared without prior HCV
assessment’ X the vegetation co-efficient’

| think there also needs to be the option of conserving
alternative areas where restoring the natural vegetation
is unlikely to be effective or provide a good conservation
outcome.

13
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