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Preserving the Present
Ensuring the Future

About
This Report
SCOPE

MATERIALITY

This report covers the plantations, mills and some key aspects of
palm oil sales operations of Golden Agri-Resources Ltd (“GAR”
or the “Company”) in Indonesia. The report only briefly mentions
the Company’s other activities outside of Indonesia. These
operations will be progressively included in future reports.

The materiality principle requires that we address the issues that
are most important to our internal and external stakeholders. We
have sought to do that by focusing on the economic, social and
environmental issues that are most important to our internal and
external stakeholders.

Our Indonesian upstream operations are the largest and most
profitable part of GAR and are the most scrutinised, as this report
will show.

RESPONSIVENESS

In addition, and as mentioned under “Reporting Cycle”, the
content of this report focuses primarily on activities carried out
within the financial year 2011. However, given the importance of
GAR’s High Carbon Stock Forest Study Report that was published
on 4 June 2012, we have proceeded to provide an update on
this initiative under the Stakeholder Engagement section of this
report.

REPORTING STANDARDS
We are reporting against the Global Reporting Initiative (“GRI”)
G3 at application level B. We have also been guided by the
principles of the AA1000 standard of Inclusivity, Materiality and
Responsiveness.

INCLUSIVITY
The principle of inclusivity requires the reporter to show how
its strategy has been built upon a commitment to engagement
with stakeholders. The report does this in its description of the
business structure and operation and also where it addresses
each stakeholder group.

The responsiveness principle requires that we demonstrate how
the Company responds to stakeholder concerns. Accordingly, we
have provided a detailed section on Stakeholder Engagement. It
deals in detail with how the Company has advanced the multistakeholder process to develop solutions for sustainable palm
oil production.

REPORTING CYCLE
It is our intention to report each year in line with the Company’s
financial reporting cycle, which is the calendar year.

ASSURANCE
In this report, we have focused on the issues raised by our
stakeholders, and have not commissioned an independent
assurance of the report. We intend to do so for future reports.
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Chairman’s Statement
2011 has been a momentous year for Golden Agri-Resources
(“GAR”). A record performance was successfully achieved
in FY2011, where GAR recorded revenue of approximately
US$6.0 billion compared to US$3.5 billion in FY2010. The strong
performance was underpinned by the strength of Crude Palm
Oil (“CPO”) FOB market prices in 2011, averaging US$1,083 per
tonne – 26% higher than the previous year’s average – combined
with outstanding improvement in fruit production. At GAR, we
aim to be the best through sustainable palm oil production. This
emanates from the internal values and principles of our Company,
and has been demonstrated in the sustainability commitments
that we have initiated throughout the years.
Our belief in the strategic importance of palm oil for Indonesia
remains. CPO is the lowest-priced and highest-yield edible oil,
which is why it is widely used in food, healthcare products,
cosmetics and biofuels. As the world continues to experience
unprecedented population growth especially in the developing
economies, the pressure for food security is intensifying. As a
leading palm oil player in Indonesia, we hope to continue leading
the industry in finding concrete solutions for sustainable palm oil
so as to meet the rising demands of the commodity and at the
same time, ensure the long-term growth of the industry. GAR is
committed to adopting the best industry practices and standards,
managing the environment responsibly and empowering the
communities where we operate, while maximising long-term
shareholder value.

ADVANCING THE MULTI-STAKEHOLDER
ENGAGEMENT PROCESS

from all stakeholders and with guidance from the REDD+ Task
Force, the Team intends to develop action plans for how GAR
will proceed with this methodology. We will announce this in
due course.

Throughout the financial year 2011, we have been actively
engaging with stakeholders including the Government of
Indonesia, civil society organisations, local and indigenous
communities, key players and other stakeholders in the palm
oil industry.

In the meantime, we have also launched a Social and Community
Engagement Policy (“SCEP”) and a Yield Improvement Policy
(“YIP”). The SCEP ensures that our palm oil operations improve
the lives of the communities they impact. Core to the SCEP is the
commitment to ensuring free, prior and informed consent from
indigenous people and local communities. In addition, it ensures
responsible handling of complaints, responsible resolution of
conflicts, open and constructive engagement with local, national
and international stakeholders, and empowering community
development programmes. The SCEP also looks at respecting
human rights, recognising, respecting and strengthening the
rights of our workers and compliance with all relevant laws and
internationally accepted certification principles and criteria.

We share a common ground with all our stakeholders in
developing solutions for sustainable palm oil production.
These involve conserving the forests, creating much needed
employment and ensuring long-term growth of the palm oil
industry which is a vital part of the Indonesian economy.

On 9 February 2011, we launched a Forest Conservation
Policy (“FCP”) together with global non-profit, The Forest Trust
(“TFT”). This policy builds on GAR’s pre-existing sustainability
efforts which included no conversion of land with High Carbon
Stock (“HCS”) (including no planting on peat land regardless
of depth), no conversion on High Conservation Value (“HCV”)
areas, and continuous oil palm yield improvement. The FCP
focuses on no development on HCS forests, HCV areas and
peat lands; free, prior and informed consent from indigenous
and local communities; and compliance with all relevant laws
and internationally accepted certification principles and criteria.
On 4 June 2012, GAR, together with our subsidiary
PT SMART Tbk (“SMART”), TFT and Greenpeace
(the “Team”) published the HCS Forest Study Report following
the completion of the HCS forest fieldwork. The report was
presented at the REDD+ Task Force seminar titled “We
Care, We Share. A Gallery of Good Practices in Land-Based
Industries: Palm Oil, Mining and Forestry” on 5 June 2012 in
Jakarta, Indonesia. The report was well-received by those who
attended the seminar, and the Team is thankful to the Indonesian
government for providing a platform for us to announce such
a significant milestone. Following the REDD+ Task Force
seminar, the Team intends to hold wider discussions with our
stakeholders. Upon gathering the required input and feedback
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The YIP leverages technology and innovation to increase CPO
yield in order to improve the livelihoods of smallholders and
also to reduce the pressure to open new land. We have been
leading the industry in palm oil productivity. This policy seeks
to continue our focus in this area. By 2015, we aim to achieve
an average CPO yield of 5.8 tonnes/ha and 5.6 tonnes/ha for
our own plantations and smallholders respectively, from oil palm
trees in the prime age of 7-18 years. The average CPO yields for
the Indonesian industry and Indonesian smallholders in 2010 are
3.8 tonnes/ha and 3.4 tonnes/ha respectively.
We have taken a multi-stakeholder approach in developing
these policies, collaborating with TFT and also consulting the
Government of Indonesia, local stakeholders and NGOs such as
Greenpeace.

TRAINING AND DEVELOPMENT

We have a strong focus on equipping our employees and
constantly providing them with new tools and skills to ensure
that we continually adapt and remain at the forefront of
everything that we do. Our training and development covers

Chairman’s Statement

both technical skills and management and leadership training,
including sustainability training programmes.

CARING FOR OUR COMMUNITIES

We play an active role in caring for the well-being of our
employees as well as the communities in which we operate.
Initiatives that we have implemented cover a wide spectrum
including education, health, social and economic empowerment,
to enhance the overall livelihoods of the local communities.
Education is a key area for us as we believe it is an effective way
of breaking the poverty cycle. To date, we have established 198
schools and currently employ 1,774 teachers and educate 33,195
children, ranging from kindergarten to junior high. We also fund
five scholarship programmes and a fellowship, benefiting more
than 400 students. In 2011 alone, we spent Rp5.1 billion on
these programmes.

INDUSTRY CERTIFICATIONS

GAR works closely with the Roundtable on Sustainable Palm Oil
(“RSPO”) and became a member in April 2011. We have also
progressed on our RSPO certification plans. To date, 58,144
hectares of plantations and seven mills from both SMART and
another GAR subsidiary, PT Ivo Mas Tunggal (“IMT”), have
received RSPO certification. This brings GAR closer to our
overall target of obtaining RSPO certification for all our palm oil
operations by December 2015.
GAR has engaged TFT to help us prepare for RSPO certification
for the rest of our existing 433,200 hectares of oil palm plantations
and 42 mills (as at June 2010). This includes about 89,000
hectares of plasma scheme plantations involving about 45,000
smallholders. Palm oil operations established after 30 June 2010
will be part of a separate time-bound plan.
Apart from the RSPO certification, GAR also announced that IMT
and its subsidiaries PT Ramajaya Pramukti (“RJP”) and PT Buana
Wiralestari Mas (“BWL”) received International Sustainability
and Carbon Certification (“ISCC”). This covers a total of 61,576
hectares of plantations including 18,159 hectares of smallholder
plantations and six mills. The objectives of the ISCC are the
establishment of an internationally oriented, practical and
transparent system for the certification of biomass and bioenergy.
This is part of GAR’s ongoing commitment to adopting best
practices and standards in sustainable palm oil production.
In addition, we are also working towards Indonesian Sustainable
Palm Oil System (“ISPO”) certification.

STRENGTHENING CUSTOMER RELATIONSHIPS

We hold our relationships with our customers in high regard.
In September 2011, Nestlé resumed palm oil purchases
from SMART. In order to meet Nestlé’s Responsible Sourcing
Guidelines which were launched in 2010, we implemented
innovative processes and supply chain controls to ensure that
the delivered oil is fully traceable from the supplying plantations.
In October 2011, Unilever also resumed purchasing palm oil from
SMART.

was launched at the World Economic Forum (“WEF”) on East
Asia in June 2011. This initiative began with 14 global and local
companies, working with the Ministry of Agriculture and the
Ministry of Trade in Indonesia, to improve sustainable production
of target commodities for the enhancement of the food security
and livelihoods of smallholders. The objective of PISAgro is tied
to WEF’s new vision for agriculture which seeks to provide food
security for all, in an environmentally sustainable way, while
generating economic growth and opportunity. More recently, I
represented PISAgro along with other members at the WEF in
Davos, Switzerland in January 2012.
GAR also supports efforts to preserve biodiversity. An example
is our commitment to conserve the important orangutan. To
date, we have set aside a 1,400 hectare sanctuary in Central
Kalimantan for an orangutan habitat. SMART has also entered into
a two-year partnership programme with Orangutan Foundation
International to further support the conservation and protection
of orangutans.
As a result of GAR’s sustainability initiatives, the Company was
invited to speak at platforms like Forests Indonesia Conference
2011 by Center for International Forestry Research (“CIFOR”),
the Oslo REDD Exchange 2011 and Responsible Palm Oil
Conference by TFT in Paris in November 2011 and in London
in April 2012. This demonstrates the industry’s confidence in
GAR’s approach to sustainability. We are honoured to share
our experience through such platforms, and are grateful for our
partnerships with these organisations.
At the Forests Indonesia Conference 2011 by CIFOR, Erik
Solheim, then Norway’s Minister for the Environment and
International Development, wrote in his foreword: “There are
pioneers within the business community too, but we need
more. Businesses must look forward, be innovative and look for
sustainable solutions. In Indonesia, Golden Agri-Resources has
engaged with the NGO Forest Trust to improve the sustainability
of their land use by committing to steer clear of carbon-rich
forests and peatlands, and respect indigenous peoples’ land
rights. International companies like Nestlé and others have
committed to buy only sustainably produced palm oil. I sincerely
hope that these companies will prove to be true pioneers, and
inspire other businesses to follow.”

CONCLUSION

In order to improve the practices of our industry, it is vital
that all stakeholders be involved in the process. We therefore
encourage all our stakeholders to join us so that we can continue
to collaborate in an open and transparent manner.
We hope our sustainability report gives our stakeholders a better
appreciation and understanding of our priorities, performance and
stakeholder engagement to find solutions for sustainable palm oil
production. As we review the year in our second sustainability
report, we are appreciative of the partnerships we share with
you and look forward to your support as we continue this exciting
journey together.

We are thankful for the decisions made by our customers and
view them as an acknowledgement of our on-going sustainability
commitments and efforts to find solutions to continuously
produce palm oil in a sustainable, environmentally and socially
responsible manner.

LEADERSHIP ROLE IN THE INDUSTRY

We play an active role, where I co-chair the Partnership for
Indonesia Sustainable Agriculture (“PISAgro”) initiative, which

Franky Oesman Widjaja
Chairman and Chief Executive Officer
5 June 2012
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In Indonesia, GAR’s primary activities include cultivating and
harvesting of oil palm trees; processing of fresh fruit bunches
(“FFB”) into crude palm oil (“CPO”) and palm kernel (“PK”);
crushing PK into palm kernel oil and palm kernel meal; and refining
CPO into value-added products such as cooking oil, margarine
and shortening. We also have integrated operations in China
including a deep-sea port, oilseed crushing plants and production
capabilities for refined edible oil products as well as other food
products such as noodles.

Chart 2.1 Output of palm products
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Founded in 1996, Golden Agri-Resources Ltd (“GAR”) has
been listed on the Singapore Exchange since 1999. Our market
capitalisation was US$6.72 billion as at 31 December 2011. We
have several subsidiaries, including PT SMART Tbk (“SMART”)
which has been developing and managing oil palm plantations in
Indonesia since the mid-1980s.
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Chart 2.1 shows GAR’s growth in terms of palm product output
since 1999, while Chart 2.2 shows the distribution of our assets
as at end of 2011.

CORPORATE STRUCTURE AND OWNERSHIP
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Chart 2.2 Distribution of GAR’s assets as at end 2011 (US$ million)

Chart 2.3 sets out a simplified corporate structure of the business
including principal operating subsidiaries and intermediate
holding companies. It also shows the structure of shareholding
between our publicly traded shares and Flambo International Ltd,
an investment company owned by the Widjaja family. 50% of our
shares are held by Flambo International Ltd and 50% are publicly
held.
GAR operates independently, as each business group of the
Widjaja family has its own separate management team and
independent directors. Our subsidiary SMART is marketed
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Chart 2.3 Corporate structure of GAR
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under the Sinar Mas brand. However, GAR and SMART are not
subsidiaries of Sinar Mas, as Sinar Mas does not refer to any
operating business entity.
In addition to GAR’s listing on the Singapore Exchange since 1999,
SMART has been listed on the Indonesia Stock Exchange since
1992. As listed companies, both GAR and SMART comply with
the rules and regulations of the relevant stock exchanges. Each
company has its own independent board and management.
All of our oil palm plantations are located in Indonesia. Chart 2.4
shows the location map of the plantations.

OUR BUSINESS MODEL IN INDONESIA
Our business model is based on creating a vertically integrated
business, from the production of planting material to the
development of plantations, harvesting, milling, refining and
processing of palm oil products for bulk and consumer sales
represented by a wide range of brands popular across Asia
and beyond. We are pursuing sustained growth from the
development of the upstream and downstream businesses
in both domestic and international markets. Chart 2.5 shows
the basic structure of the value chain of our palm oil business,
stretching from plantation development to consumer sales.
In 2011, we produced 2.15 million tonnes of CPO, which
accounted for approximately 9% of Indonesia’s CPO production
of 24.10 million tonnes.

Chart 2.4 GAR’s plantations in Indonesia

Kalimantan

Sulawesi

Sumatra

Papua

Java

Bali

Chart 2.5 The value chain of our business in Indonesia
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About GAR

GAR CHINA
Through operations in China, GAR owns integrated vegetable
oil facilities comprising one of China’s largest deep-sea ports,
oilseed storage, crushing and refining facilities, as well as
food production capabilities. Most of these operations focus
on producing palm oil and soybean based products, including
soybean oil, soybean meal, cooking oil and blended vegetable
oils, to strategically selected markets in China. Chart 2.6 shows
the basic structure of the value chain of our operations in
China.
Revenue from our China operations in 2011 was US$1.14 billion,
contributed mainly by the edible oil operations. Net profit recorded
in 2011 was US$15 million, 20% higher than the previous year.
The improved performance was largely attributable to higher
sales volume and average selling prices of refined products, as
well as the inclusion of contributions from noodle operations.
To grow GAR’s presence in the edible oils and specialty fats
market in China, we intend to leverage the market knowledge,
customer base and extensive distribution channels of Florentina

International Holdings Limited (“FIH”). FIH is a subsidiary
GAR acquired in September 2010, which manufactures and
distributes a variety of economy and premium grade snack
noodle and instant noodle products, ice sticks and jelly snack
products in China. FIH operates eight strategically located noodle
plants with a total annual capacity of 5 billion packets of noodles,
and distributes its products via a strong integrated network of
almost 25,000 distributors, 8,300 supermarkets, chain stores
and hypermarkets, as well as convenience stores and traditional
retail outlets throughout the country.
Chart 2.7 shows GAR’s revenues by products over the past
five years. Revenue has more than tripled during this period,
primarily driven by higher average CPO prices and higher sales
volume during the year, supported by improvement in CPO
production. Our export business sells products worldwide (see
the Customer Relations section for details). Chart 2.8 gives
an indication of the main sources of GAR’s revenues in 2011.
Foreign revenue for our Indonesia operations in 2011 amounted
to US$4.17 billion.

Chart 2.6 The value chain of our business in China
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Notes:
1. Capacity as of December 2011
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Chart 2.7 Revenue growth by products

Chart 2.8 Revenue by source in 2011
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FINANCIAL PERFORMANCE
Chart 2.9 shows GAR’s consolidated financial performance for
the past five years covering revenue, gross profit, operating
profit, income tax and core net profit. During 2011, our revenue
grew by 70% and our gross profit by 92%. Our “core net profit”,
excluding the effect of net gains from changes in the fair value
of biological assets, foreign exchange gains and exceptional
items, grew by 48%.
Our financial performance is primarily affected by the prevailing
CPO international market prices. The CPO prices have been
volatile given the influence of global economic conditions, supply
and demand factors as well as volatility in crude oil prices. In 2011,

CPO prices (FOB Belawan) remained high, averaging US$1,083
per tonne, an increase of 26% compared to the previous year’s
average price. Chart 2.10 illustrates the historical performance
of CPO FOB Belawan prices for the last five years.
Chart 2.11 shows the distribution of our profit before tax
excluding net gain from changes in fair value of biological
assets in 2011. As a growing company, a high proportion of
profits was retained for re-investment in our business. GAR is
growing rapidly and this expansion requires considerable capital
investment, both from our own resources as well as from banks
and capital markets.

Chart 2.9 Financial performance 2007-2011
(US$ Million)
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Notes:
1
Core Net Profit is net profit attributable to owners of the Company, excluding effect of net gain from changes in fair value of biological assets, foreign exchange gain/(loss) and exceptional items.
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Chart 2.10 Change in CPO prices over five years
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Chart 2.12 also shows that GAR considerably exceeds the
average of the industry as a whole in terms of its productivity.
This important contribution to sustainability is achieved by
substantial investment in and continuous improvement of
plantation management. This covers the quality of planting
material used, best agronomical practices and land suitability.
In managing our vast plantation area, our “War Room”
management information system has served as a one-stop
multi-function monitoring and management control centre. This
unique integrated system deploys SAP applications, Geographic
Information System (“GIS”), Google Earth™, Reuters, CCTV, the
Internet and satellite connectivity to provide operational, industry
and general market information. This state-of-the-art system
enables management to make decisions with complete factual
input in a timely manner and to gather information in great detail
as if on-site at each of our plantations.
Our vertically integrated model enables us to switch between
crude and refined products for both the local and international
markets. In this way, we capture the full value of our production
from plantation to consumer use according to local and
international market demand. To do this, the business has
invested in management expertise and technology to ensure
quality control and traceability of products throughout the value
chain.

* Note: excluding net gain from changes in fair value of biological assets

PRODUCTIVITY THE KEY TO WEALTH CREATION
Palm oil is known for its multiple uses in food, healthcare
products, cosmetics and biofuels. Currently, it is mostly used
for food, both for end users and food industries. Its principal
domestic use is as cooking oil. It is also used in solidified spreads
and as an ingredient in various processed foods.
Palm oil’s role in food security is becoming more important
as it is now the world’s most widely consumed vegetable oil,
comprising 28% of consumed vegetable oil in 2011. As palm
oil is the cheapest of all vegetable oils, it is an important part of
the diet in most developing countries, including Indonesia, China
and India.
Besides being the cheapest, palm oil is also the most efficient
vegetable oil in terms of land area used. Efficiency in land
utilisation is becoming crucial, as land is becoming scarcer
globally, with competition for it intensifying from a growing
population and increasing consumption per capita.
The role of palm oil as the most productive vegetable oil has
therefore gained importance. It is the most effective way to
provide an affordable and ample global supply of vegetable
oil, while freeing up land for other purposes including forest

Chart 2.12 Vegetable oil yield per hectare
(MT/ha)
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and the Company
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SHARING WEALTH WITH STAKEHOLDERS
When we create wealth, we also share it with our stakeholders.
Over a five-year period, we have generated reasonable returns
to investors in terms of dividends. In 2012, for instance, we
distributed dividends of S$1.84 per share or US$171.9 million in
total in respect of 2011 income. Chart 2.13 shows growth in the
value of our shares over the same period.
It is not only our shareholders who benefit from our economic
returns. Chart 2.14 shows how the total revenue of our Indonesia
operations were shared amongst our core stakeholders in 2011.

Chart 2.13 GAR’s share price
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Our suppliers are the largest beneficiaries of our business. Some
60.0% of revenue is spent on three categories of suppliers
including our plasma plantation farmers.
As a company based in Indonesia, a developing country, we
are aware that the growth and success of our business should
contribute to the development of the nation and its people,
in terms of economic, social and environmental aspects. This
report therefore seeks to address all three aspects.

INVESTING FOR THE FUTURE IN AFRICA
In 2010, GAR decided to invest in the Verdant Fund LP, a
private equity fund, which owns Golden Veroleum (Liberia)
Inc (“Veroleum”), and is incorporated in Liberia, West Africa.
Veroleum has been granted a concession by the Liberian
government to develop 220,000 hectares of land for oil palm
plantations over a period of 20 years. The concession area
will be developed in accordance with the highest standards of
agronomy and sustainability and in accordance with all RSPO
standards and GAR’s Forest Conservation Policy commitments.
Currently, the development is in the nursery stage. Planting
is expected to start in the second half of 2012. By providing
technical expertise to the project, GAR will ensure that, like all
our plantations in Indonesia, the oil palm cultivation in Liberia
follows good sustainability practices.

Chart 2.14 Distribution of GAR Indonesia’s revenue of US$4,813 million in 2011
Stakeholders

Transactions

Suppliers

Provide products and services

% of revenue

Plasma farmers

Provide FFB

7.9%

Non-plasma suppliers

Provide FFB

3.0%

Other suppliers

Provide other products and services

49.1%
60.0%

Suppliers sub-total
Others
Employees and casual workers

Salaries and benefits

8.6%

Government

Income tax and export tax

16.8%

Shareholders

Dividend distribution

3.6%

Banks

Interest expense

1.2%

Community

CSR activities

0.2%

Retained for the future

Research and development

0.1%

Retained for the future

Capital expenditure

9.5%

Others sub-total

40.0%

Total

100.0%
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Our shared values

Integrity

Positive
attitude

to put statements or
promises into actions
so that one can earn
the trust of others

to display encouraging
behaviour towards
the creation of a
mutually appreciative
and conducive
working environment

Commitment
to perform our work
whole heartedly in
order to achieve the
best results

Continuous
improvement

Innovation

Loyalty

to continuously
enhance
the capability of self,
working unit and
organisation to obtain
the best results

to come up with
ideas or to create
new products/tools/
systems that can
increase productivity
and the Company’s
growth

to cultivate the spirit
of knowing,
understanding and
implementing the
Company’s core
values as part of the
GAR family

CORPORATE VISION AND VALUES

BOARD OF DIRECTORS

At the heart of our business is a clear vision, a sense of mission
and a set of values that guide what we do. We hold ourselves
accountable to these standards and this report in many ways
demonstrates how we seek to live by them.

Our nine-member Board of Directors is responsible for the
strategy and direction of GAR in all respects. The Board is led
by Franky O Widjaja who is both the Company’s Executive
Chairman and CEO. The Board also includes four independent
directors – more than the one-third required by Singapore’s Code
of Corporate Governance 2005. The presence of independent
directors provides for internal checks and balances to ensure
accountability, transparency and good governance at the highest
level.

The vision we have for our Company is:
We aim to be the best. To become the largest integrated and
most profitable palm-based consumer company.
Our mission is focused on:
UÊ-ÕÀ«>ÃÃ}ÊÌ iÊ } iÃÌÊÃÌ>`>À`ÊvÊµÕ>ÌÞ
UÊ>Ì>}ÊÌ iÊ } iÃÌÊiÛiÊvÊÃÕÃÌ>>LÌÞÊ>`ÊÌi}ÀÌÞ
UÊ «ÜiÀ}ÊÃViÌÞÊ>`ÊVÕÌÞ
UÊ/Ài`ÃiÌÌ}ÊÛ>ÌÊ>`ÊÌiV }Þ
UÊV iÛ}Ê>ÝÕÊÛ>ÕiÊvÀÊÃ >Ài `iÀÃ
The values which guide our everyday actions within the business
are Integrity, Positive Attitude, Commitment, Continuous
Improvement, Innovation and Loyalty.
Our vision, mission and values statements together commit us
to the strictest standards of conduct in running the Company and
in how we behave towards each other, our stakeholders, the
natural environment and the wider society. We aspire to attain
the highest level of sustainability which for us, a natural resource
based company, means that environmental issues are of the
utmost importance. However, we also recognise that long-term
sustainability requires the consideration of economic and social
factors too.
We have completed a draft Code of Business Principles to
give employees more guidance on ethical issues and our
responsibilities to stakeholders and the world around us. Further
consultation with employees and management will be undertaken
before the Code is finalised.

The Board of Directors consists of three Singaporeans, two
Mauritians, three Indonesians and a Filipino. They have been
elected to the Board based on their diverse skill sets and
professional expertise across various industries.
In accordance with the Code of Corporate Governance 2005,
the Board has established Nominating, Remuneration and Audit
Committees; each of these is headed by one of the independent
directors. Our Chief Internal Auditor reports directly to the Audit
Committee, and our Internal Audit Department conducts audits
on a regular basis.

CORRUPTION AND BRIBERY
We do not tolerate any instances of bribery and corruption in our
Company. The spirit of integrity, which is an integral part of our
Shared Values, is embraced by all our staff, from management
to our plantation workers on the ground. Any employee found to
have engaged in bribery or corruption will be severely dealt with
by the Company and to the full extent of the law.

RELATIONS WITH SHAREHOLDERS
GAR stocks are amongst the top ten most heavily traded stocks
on the Singapore Exchange and we are committed to providing
easy and transparent access to all the data investors need to
assess the Company and its performance. Currently, we have
almost 20 analysts who cover the Company.

CORPORATE GOVERNANCE
The Company recognises the importance of good corporate
governance and is committed to attaining high standards of good
practice. The governance of our business is in close conformity
with the Code of Corporate Governance 2005 issued by the
Council on Corporate Disclosure and Governance, which is under
the purview of the Monetary Authority of Singapore and the
Singapore Exchange.

The resolutions from the 2012 Annual Meeting that was held on
26 April 2012 can be found online at http://www.goldenagri.com.
sg/ir_members_meeting.php.
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RELATIONS WITH GOVERNMENT
The development of our business is intimately connected with
the development of Indonesia. Our growth is directly aligned with
the national strategy for the development of the country’s natural
resources and industry, and we believe our Company makes a
direct and positive contribution to the development of Indonesia.
Consequently, we are committed to working closely with the
government, and are guided by its policy on development and
all national laws relevant to our business in both upstream and
downstream aspects.
With regard to our plantation development, the Government of
Indonesia, together with the Indonesian Chamber of Commerce
and Industry (“KADIN”), has mapped out its vision to “Feed
the World”, to ensure that Indonesia becomes self-sufficient in
strategic food supplies and a major food supplier to the world
by 2030. As a major player in the agribusiness and food sectors
in Indonesia, we play an active role in leading and shaping the
agenda and work within the framework of policy and law the
government has set.
As part of this vision, KADIN organised the successful Jakarta
Food Security Summit 2012 (“JFSS”) in February 2012. This
was held to raise multi-stakeholder awareness and develop
national action agenda to achieve food security through a close
collaboration among the government, private sector and society.
Our Chairman and CEO, Franky O Widjaja is the Chairman of the
Steering Committee of JFSS.
During this summit, SMART received a Certificate of Appreciation
for its commitment in supporting the Indonesian Government in
its Master Plan for Acceleration and Expansion of Indonesian
Economic Development (“MP3EI”) programme for the
downstream palm oil industry.
GAR also plays an active role in Partnership for Indonesia
Sustainable Agriculture (“PISAgro”), a new vision for agriculture
initiative launched by the Indonesian government during the
World Economic Forum in June 2011 to address Indonesia’s
food, climate change and poverty challenges by achieving 20%
yield increase, CO2 emission reduction and poverty reduction.
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Our Chairman and CEO, Franky O Widjaja is leading the initiative
as a co-Chairman of PISAgro.
As a good corporate citizen, we maintain good relationships with
government institutions in a professional way. GAR also complies
with all relevant prevailing laws and regulations in Indonesia. In
2011, we did not incur any significant fines or sanctions as a result
of non-compliance with any laws and regulations or concerning
the provision and use of products and services.
We recognise that the Government of Indonesia plays a critical
role in adopting new regulations and enacting relevant legislation
to enable the transformation of the palm oil industry. Therefore,
we have actively engaged related ministries in Indonesia in
developing solutions towards sustainable palm oil production.

RELATIONS WITH TRADE ASSOCIATIONS AND
INTERNATIONAL ORGANISATIONS
We actively seek to engage with both trade and international
organisations. This is shown in our participation through our
subsidiary, SMART, and management in KADIN, The Indonesian
Palm Oil Board (“IPOB”), The Indonesian Palm Oil Association
(“GAPKI”), The Indonesian Edible Oil Industry Association
(“AIMMI”), The Indonesian Food and Beverage Entrepreneurs
Association (“GAPMMI”) and The Indonesian Palm Oil
Community (“MAKSI”).
Our Chairman and CEO, Franky O Widjaja, is the Vice Chairman of
KADIN for the agribusiness, food and livestock sector, Chairman
of IPOB (until 2011), Advisor of GAPKI, and a member of the
Directing Board of GAPMMI.

INTERNATIONAL STAKEHOLDERS
AND STANDARDS
As a company with a growing international customer and
consumer base, we are also committed to a number of
international standards, such as those set by ISO, that help
improve our business in all aspects of quality and sustainability. In
social and environmental matters, we are committed to adhering
to four global and regional organisations or standards:

About GAR

United Nations Global Compact (“UNGC”)
The UNGC is the world’s largest voluntary corporate social
responsibility initiative and as a signatory member through our
subsidiary, SMART, we support the ten core principles covering
human rights, labour standards and anti-corruption. This applies
to our owned and operated businesses and those of key
suppliers.
Indonesia Sustainable Palm Oil System (“ISPO”)
In March 2011, the Ministry of Agriculture of Indonesia launched
ISPO, which aims to support the commitment of the country in
reducing greenhouse gas emissions, to raise awareness of the
importance of sustainable palm oil production and to accelerate
the implementation of a sustainable production system and
certification, as well as to enhance the competitiveness of
Indonesian palm oil in the world market.
ISPO will be implemented in 2012 and will be mandatory for all
oil palm estates in Indonesia. GAR is supportive of ISPO and
is working towards ISPO certification. Our subsidiaries, SMART
and PT Ivo Mas Tunggal (“IMT”) took part in ISPO field trials in
early 2011 to provide feedback and input on the implementation
of ISPO standards.
Roundtable on Sustainable Palm Oil (“RSPO”)
GAR and its subsidiaries support the RSPO and are committed
to adhering to RSPO Principles and Criteria. We seek to certify
all our existing palm oil operating units (as of 30 June 2010)
by 2015. In September 2011, GAR received its first RSPO
certification covering 14,955 hectares of plantations and one
mill under SMART in North Sumatra. In January 2012, IMT
announced that it had received RSPO certification for two of
its subsidiaries, PT Ramajaya Pramukti (“RJP”) and PT Buana
Wiralestari Mas (“BWL”). The certification covered 18,762

hectares of plantations and three mills in Kampar District, Riau
Province. In May 2012, IMT received certification for another
24,428 hectares of plantations and three mills in Siak District,
Riau Province.
These milestones are part of the ongoing certification of SMART
and IMT, which covers 103,953 hectares of plantations and 11
mills.
GAR has engaged The Forest Trust (“TFT”) to help us prepare for
RSPO certification for the rest of our existing 433,200 hectares of
oil palm plantations and 42 mills (as at June 2010). This includes
about 89,000 hectares of plasma scheme plantations involving
about 45,000 smallholders. Palm oil operations established after
30 June 2010 will be part of a separate time-bound plan.
The companies’ RSPO certification team is guided by a steering
committee chaired by Daud Dharsono, President Director of
SMART.
International Sustainability and Carbon Certification
(“ISCC”)
The objective of ISCC is the establishment of an internationally
oriented, practical and transparent system for the certification
of biomass and bioenergy. ISCC is oriented towards reduction
of GHG emissions, sustainable use of land, protection of natural
biospheres and social sustainability.
In February 2012, we obtained our first ISCC certificates for
IMT and two of its subsidiaries. These cover a total of 61,576
hectares of plantations including smallholder plantations, six
mills and one bulking station. The audit was conducted by
GUTcert, the German partner of AFNOR Group.

AWARDS WON
GAR and its subsidiaries won the following awards in 2011:
26 January

Our Indonesian plantation subsidiary, PT Sumber Indah Perkasa, was recognised by the Directorate General of Customs Duty
South Sumatra Region as the second largest exporter in terms of export tax contribution in South Sumatra.

21 April

Our primary cooking oil brand in Indonesia, Filma, was ranked the No. 1 Choice Brand based on Indonesian Women’s Survey
2011 by the women’s magazine Kartini and Women’s Insight Centre.

May

Golden Agri International Pte Ltd, our subsidiary that engages in trading activities, was named a Singapore 1000 Company by
DP Information Group, acknowledging its achievements in quantitative management.

11 June

SMART received a Certificate of Recognition from the Ministry of Cooperatives and Small and Medium Enterprises of
Indonesia for its role and commitment in empowering cooperatives, micro and small enterprises through Corporate Social
Responsibility (CSR) Programmes.

28 September

Through one of its subsidiaries, the Company received the Indonesian Green Award 2011 for its conservation efforts in
West Kalimantan.

19 October

SMART again received Primaniyarta 2011, an Indonesia Export Award for Extraordinary Performance, from the Ministry of
Trade of Indonesia.

30 November

Our Indonesian plantation subsidiary, PT Tapian Nadenggan, received a Programme for Pollution Control, Evaluation and
Rating (PROPER) Award with Green rating from the Ministry of Environment of Indonesia, for its environmental management.
GAR also received blue ratings for another nine mills.

15 December

Our Chairman and CEO, Franky O Widjaja was named Asia Pacific Entrepreneur of The Year 2011 by Enterprise Asia.
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MANAGEMENT OF SUSTAINABILITY
Our mission and values commit us to being the leader in
sustainable palm oil production by adopting the best industry
practices and standards, managing the environment responsibly,
and empowering the communities where we operate, while
maximising long-term shareholder value.
Our sustainability strategy focuses on engaging multistakeholders proactively, implementing the best practices
holistically (covering the environment, community, market place
and workplace), benchmarking against industry standards, and
reporting our progress in a timely and open manner.
The internal management of sustainability at GAR is an integrated
system that ultimately reports to the Chairman and CEO of the
Company through the President Director of SMART. Chart 2.15
also shows the role played by our research institute SMARTRI
in bringing together the different component parts of a wellrounded sustainability strategy. More is said about our research
institute in the Research & Development section.
In 2010, GAR appointed its own Managing Director of
Communications and Sustainability to foster better relationships
across a broad stakeholder group and bring a greater degree of
integration of sustainability work across the whole of the business.
The Managing Director reports to Rafael Buhay Concepcion, Jr.
who sits on the GAR Board.
In 2011, our strategic focus has been collaborating with multistakeholders to find solutions to produce sustainable palm oil. We
also continued to work with RSPO to ensure that all our current

practices are in line with its existing standards and that all our
palm oil operations (as of 30 June 2010) will be fully certified to
its standards by 2015 (see the Stakeholder Engagement section).
TFT continues to be a strategic partner, and while our partnership
has many facets, three key developments in 2011 and early 2012
have been the creation of the following new policies:
1. Forest Conservation Policy
2. Social and Community Engagement Policy
3. Yield Improvement Policy
The Forest Conservation Policy launched in February 2011 sets
a holistic framework for land development and conservation,
including our approach to High Carbon Stock (“HCS”) forests,
High Conservation Value (“HCV”) land, zero planting on peat lands
and related matters. As a development in closer partnership with
TFT, it is discussed in the Stakeholder Engagement section.
The Social and Community Engagement Policy launched in
November 2011 sets out in detail our commitment to responsibly
managing relations with the communities impacted by our
business. The Yield Improvement Policy launched in February
2012 focuses on how we can increase productivity in our existing
plantations and the plantations of our plasma farmers, such that
we can reduce the need to take more land into production. This
policy also helps the Company to be more competitive and
profitable, while improving the livelihood of the plasma farmers.
These two policies are discussed in the section dealing with
Managing Sustainability in Our Plantations. They are an important
part of this report, which seeks to show how they came about,
and the impact they will have.

Chart 2.15 The structure of sustainability management at GAR
Chairman / CEO of GAR
Communications and
sustainability team
GAR
President Director
SMART
Head
SMARTRI

Accounting and administration

Legal compliance

Sustainability of
plantations

Existing plantations
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Stakeholder Engagement

To be successful in sustainable palm oil production, we need
to engage with all our key stakeholders to find solutions to the
existing challenges. Throughout 2011, we have been actively
engaging with our customers, the Government of Indonesia,
civil society organisations, local and indigenous communities,
and other key players and stakeholders in the palm oil industry.

PARTNERING WITH TFT TO CONSERVE FORESTS
On 9 February 2011, we launched our Forest Conservation Policy
(“FCP”) in collaboration with The Forest Trust (“TFT”), a global
non-profit. Various stakeholders including Greenpeace have also
provided inputs for the policy.
The FCP seeks to conserve forests and ensure that GAR has
no deforestation footprint, while creating long-term sustainable
growth for GAR and the palm oil industry. It builds on GAR’s
pre-existing sustainability commitments, which included no
conversion of land with High Carbon Stock (“HCS”) (including no
planting on peat land regardless of depth), no conversion of High
Conservation Value (“HCV”) areas, and continuous improvement
of oil palm yield.
The FCP focuses on no development on HCS forests, HCV areas
and peat lands; free, prior and informed consent from indigenous
and local communities; and compliance with all relevant laws
and internationally accepted certification principles and criteria.
The FCP applies to all the plantations that GAR owns, manages
or invests in regardless of the stake.
Following the launch of the FCP, GAR together with SMART,
TFT and Greenpeace (the “Team”) conducted fieldwork in West
and Central Kalimantan to develop guidelines for identifying HCS
areas to be conserved. On 4 June 2012, the Team published
the HCS Forest Study Report. The report was presented at
the REDD+ Task Force seminar titled “We Care, We Share. A
Gallery of Good Practices in Land-Based Industries: Palm Oil,
Mining, and Forestry”, and was well-received by those who
attended the seminar (please see box feature on page 18 for
more information).

GAR remains focused on playing a leading role in developing a
strong multi-stakeholder platform guided by the REDD+ Task Force
to find solutions to conserve the forests, create much needed
employment and ensure long-term sustainable growth of the palm
oil industry which is a vital part of the Indonesian economy. The
Team intends to hold wider discussions with representatives from
the Government of Indonesia, civil society organisations, local and
indigenous communities, key growers and other stakeholders in
the Indonesian palm oil industry, to gather feedback on the HCS
study and the outcomes. More dialogue is also needed to focus
on ways to up-scale this HCS forest mapping process to regional
or national levels, as well as the options on how to conserve,
manage and protect areas designated as HCS forests.
Upon gathering the required input and feedback from all
stakeholders and with guidance from the REDD+ Task Force, the
Team intends to develop action plans for how GAR will proceed
with this methodology. We will announce this in due course.

ADVANCING THE MULTI-STAKEHOLDER
ENGAGEMENT PROCESS: COMPLEMENTARY POLICIES
The FCP is one example of how multi-stakeholders share a
common ground in wanting to find solutions for sustainable
palm oil production. To build on the FCP and as part of GAR’s
holistic approach towards sustainability, we launched a Social
and Community Engagement Policy (“SCEP”) in November
2011 to ensure that our palm oil operations improve the lives
of the communities they impact. We also launched a Yield
Improvement Policy in February 2012, to leverage technology
and innovation to increase CPO yield, in order to improve the
livelihoods of smallholders and also to reduce the pressure to
open new land.
GAR has taken a multi-stakeholder approach in developing and
implementing these policies. We have collaborated with TFT
and consulted the Government of Indonesia, local stakeholders
and NGOs such as Yayasan Dian Desa and Greenpeace. The
consultations, facilitated by local NGO LINKS, provided a platform
for all stakeholders to share experiences and challenges.

+&6IRUHVWÀHOGZRUN)URPOHIWPDUNLQJDSORWIRUWKHPHDVXUHPHQWRIWUHHVZLWKLQWKHSORWPHDVXULQJWKH'%+ GLDPHWHUDWEUHDVWKHLJKW RIDWUHH
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We acknowledge that as new issues arise and new technologies
become available, new policies and practices will need to be
developed through on-going consultations with the Government
of Indonesia, palm oil associations, academics, research
institutes, civil society organisations, key players in the
Indonesia palm oil industry and local stakeholders. It is our hope
that all stakeholders will work together to drive the long-term
sustainable growth of the Indonesian palm oil industry.
To date, GAR’s sustainability initiatives have received positive
support from various stakeholders. The Company was invited to
present at the Oslo REDD Exchange 2011 workshop organised
by Norway’s International Climate and Forest Initiative and the
Norwegian Agency for Development Cooperation, on 23-24 June
2011. The main aim of the Exchange was to promote the social
sustainability of REDD+ and to inform participants of ongoing
activities, national policies and international negotiations.
The Company was also invited to speak at platforms like Forests
Indonesia Conference 2011 by Center for International Forestry
(“CIFOR”) on 27 September 2011 in Jakarta, and Responsible
Palm Oil Conference by TFT in Paris in November 2011 and
in London in April 2012. This demonstrates the industry’s
confidence in GAR’s approach to sustainability.
At the Forests Indonesia Conference 2011, Erik Solheim, the
former Norwegian Minister for the Environment and International
Development, wrote in his foreword in the conference programme:
“There are pioneers within the business community too, but
we need more. Businesses must look forward, be innovative
and look for sustainable solutions. In Indonesia, Golden AgriResources has engaged with the NGO Forest Trust to improve
the sustainability of their land use by committing to steer clear
of carbon-rich forests and peatlands, and respect indigenous
peoples’ land rights. International companies like Nestlé and
others have committed to buy only sustainably produced palm
oil. I sincerely hope that these companies will prove to be true
pioneers, and inspire other businesses to follow.”
At the Responsible Palm Oil Conference hosted by TFT in
London on 19 April 2012, Stephen O’Brien, Parliamentary Under
Secretary of State for International Development, UK, mentioned
in his speech: ”Last year Nestlé resumed purchases from a palm
oil mill in Indonesia run by PT SMART, after the latter set out a
commitment to having a ‘no deforestation footprint’. Working
with The Forest Trust, the Company has put in place supply
chain controls so the oil is fully traceable as legally, sustainably
and socially sound, starting from its supplying palm plantations
through processing and transport to the Nestlé factory. This is an
example for us all to follow.”

non-compliance with the RSPO Code of Conduct. GAR, SMART
and IMT subsequently presented the Grievance Panel with a full
response detailing the action plans.
In April 2011, GAR joined SMART and IMT to become a member of
the RSPO. This followed the submission of GAR’s full application
in November 2010 and a review of the application by the RSPO
Grievance Panel. The Panel was satisfied with the dialogue
with GAR, SMART and IMT, and made its recommendations to
the RSPO Executive Board which subsequently accepted the
membership application.
As part of the RSPO Grievance Panel process, SMART and IMT
submitted a historic HCV assessment and compensation and
peat mitigation plans in May 2011, and are currently working
closely with the RSPO to implement these plans. In June 2011,
SMART proceeded to publish its social research report which
focused on issues arising from the development of some oil
palm plantations in West and Central Kalimantan. We have since
incorporated the findings and recommendations of this report
into our standard operating procedures and SCEP. In November
2011, GAR, SMART and IMT completed the requirements of
the RSPO Grievance Panel, who will continue to monitor the
progress of implementation bi-annually.
As part of our multi-stakeholder engagement process for the FCP,
GAR has engaged the RSPO Greenhouse Gas Working Group 2.
We believe that our FCP is complementary to the goals of the
RSPO which is also a platform for multi-stakeholders to come
together to find solutions for sustainable palm oil production.
Since June 2011, GAR has also been an active member of the
RSPO New Planting Procedure Working Group.
GAR has progressed in its RSPO certification plans. In September
2011, we achieved RSPO certification for 14,955 hectares
of plantations and one mill under SMART in North Sumatra.
These were the first palm oil operations from GAR to receive
RSPO certification. Then in January 2012, IMT announced that
it had received RSPO certification for two of its subsidiaries
PT Ramajaya Pramukti (“RJP”) and PT Buana Wiralestari Mas
(“BWL”). The certification covered 18,762 hectares of plantations
and three mills in Kampar District, Riau Province. In May 2012,
IMT received certification for 24,428 hectares of plantations and
three mills in Siak District, Riau Province.
To date, 58,144 hectares of plantations and seven mills belonging
to IMT and SMART have received RSPO certification. This brings
GAR closer to our overall target of obtaining RSPO certification
for all our palm oil operations (as at June 2010) by December
2015.

WORKING WITH THE RSPO
GAR has been working closely with the Roundtable on
Sustainable Palm Oil (“RSPO”).
In September 2010, the RSPO Grievance Panel entered into
a constructive dialogue with representatives of GAR and
subsidiaries PT SMART Tbk (“SMART”) and PT Ivo Mas Tunggal
(“IMT”), with the goal of agreeing on actions to resolve cases of

GAR has engaged TFT to help us prepare for RSPO certification
for the rest of our existing 433,200 hectares of oil palm
plantations and 42 mills. This includes about 89,000 hectares of
plasma scheme plantations involving about 45,000 smallholders.
Palm oil operations established after 30 June 2010 will be part of
a separate time-bound plan.
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HCS Forest Study Report presented at Indonesia’s REDD+ Task Force Seminar

GAR, SMART, TFT and
Greenpeace (the “Team”)
jointly presented the HCS
Forest Study Report at the
seminar titled “We Care,
We Share. A Gallery of Good
Practices
in
Land-based
Industries: Palm Oil, Mining,
and Forestry” hosted by the
REDD+ Task Force on 5 June
2012 in Jakarta.
The event was attended by
over 100 participants from the
government, industry players,
trade organisations and the
media. The Team’s HCS
initiative was well-received by
the participants.
As the Chairman of the
REDD+ Task Force, Kuntoro
Mangkusubroto, noted, the
seminar is the start of a series 5(''7DVN)RUFHVHPLQDURQ-XQHLQ-DNDUWD)URPOHIW$ULHI0XULD3HUNDVD 3URJUDPPH0DQDJHURI
7)7  %XVWDU 0DLWDU +HDG RI )RUHVW &DPSDLJQ *OREDO )RUHVW 1HWZRUN *UHHQSHDFH  .XQWRUR 0DQJNXVXEURWR
of dialogues to strengthen the &KDLUPDQRI5(''7DVN)RUFHDQG+HDGRI3UHVLGHQW·V'HOLYHU\8QLWIRU'HYHORSPHQW0RQLWRULQJDQG2YHUVLJKW
commitment of the business ,QGRQHVLD 'DXG'KDUVRQR 3UHVLGHQW'LUHFWRURI60$57 6FRWW3R\QWRQ ([HFXWLYH'LUHFWRURI7)7
sectors of Indonesia towards
sustainable development.
In his closing remarks, Dr. Ir. Kuntoro emphasised the role
that must be taken by various parties to succeed in the
implementation of sustainable development in Indonesia.
“Every sector should have the same obligation that can be
adjusted to the specification of its sector, to implement good
practices, and to make it into accepted practices.

The government also has an obligation to create enabling
conditions. Relevant regulations need to be amended and
incentives may have to be increased. Nevertheless, the
private sector should not wait for the government to change.
We have to work together to encourage each other to create
a critical mass.”

3DQHOGLVFXVVLRQIROORZLQJWKH7HDP·VSUHVHQWDWLRQRIWKH+&6)RUHVW6WXG\5HSRUW
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ENGAGING OTHER INDUSTRY CERTIFICATION BODIES
GAR is supportive of the Indonesian Sustainable Palm Oil System
(“ISPO”). ISPO is a policy introduced by the Indonesian Ministry
of Agriculture to improve the competitiveness of Indonesian
palm oil in world markets and to meet Indonesia’s commitment
to reduce greenhouse gases and to focus on environmental
issues. SMART and IMT took part in the ISPO field trials in early
2011 to provide feedback and input on the implementation of
ISPO standards.
IMT and its subsidiaries RJP and BWL obtained the Company’s
first International Sustainability and Carbon Certification (“ISCC”)
certificates. These cover a total of 61,576 hectares of plantations
including smallholder plantations, six mills and one bulking station.
The audit was conducted by GUTcert, the German partner of
AFNOR Group. The objectives of the ISCC are the establishment
of an internationally oriented, practical and transparent system
for the certification of biomass and bioenergy. ISCC is oriented
towards the reduction of greenhouse gas emissions, the
sustainable use of land, the protection of natural biospheres and
social sustainability.

STRENGTHENING CUSTOMER RELATIONSHIPS
We remain committed to actively engaging all our customers to
address any sustainability concerns they may have. In September
2011, Nestlé resumed palm oil purchases from SMART. In order
to meet Nestlé’s Responsible Sourcing Guidelines, SMART
implemented innovative processes and supply chain controls to
ensure that the delivered oil is fully traceable from the supplying
plantations, through processing and transportation to the Nestlé
factory in Indonesia. The full traceability across the supply chain
has been further audited by Nestlé-appointed TÜV Rheinland
Group, a leading provider of technical services worldwide.

Unilever also resumed palm oil purchases from SMART in
October 2011. We view the decisions of our customers as an
acknowledgement of our on-going sustainability commitments
and efforts to find solutions to produce palm oil in a sustainable,
environmentally and socially responsible manner.

EMPOWERING THE COMMUNITY
Our community engagement strategy is to mobilise stakeholders
such as local communities, government bodies and our financial
resources. Wherever we operate, our social activities will continue
to focus on the empowerment of surrounding communities,
which range from education to healthcare and disaster relief,
with the goal of helping them to flourish in a harmonious and
healthy environment.
We provide employment for about 157,000 people in Indonesia,
of which 41,000 are direct employees, 64,000 are smallholders
and 52,000 are casual workers on plantations.
As a leader in the industry, we recognise our vital role in the wellbeing of our employees and the communities where we operate.
We believe that the cultivation of oil palm is an effective way to
create jobs and alleviate poverty, and hence has the potential to
empower people to secure a better livelihood for themselves and
future generations.
Together with TFT, we launched our SCEP in November 2011
to ensure that our palm oil operations improve the lives of the
communities they impact. The SCEP guides and shapes the
Company’s decisions in engaging with communities.
Please see the Social and Community Affairs section for a more
detailed report on our community initiatives.
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With 151 oil palm estates spanning the Indonesian archipelago
and a total planted area of 455,660 hectares under its care,
GAR is the largest oil palm plantation group by planted area in
Indonesia. At the end of 2011, this planted area consisted of
estates owned by GAR (“nucleus”) of 361,100 hectares and
estates owned by smallholders (“plasma”) of 94,600 hectares.
The Company’s operations are well supported by our world-class
oil palm research and development centre, SMART Research
Institute (“SMARTRI”). Plantings in recent years have also
benefited from high-yielding Dami Mas seeds, which will secure
the growth of GAR’s production into the future.
During 2011, GAR successfully planted 13,200 hectares of new
oil palm trees and replanted 2,400 hectares of old estates. The
age profile of our estates is favourable, with an average age of
around 12 years, providing a solid foundation for GAR’s longterm growth. Chart 4.2 shows the age of our trees across both
the nucleus and plasma estates. Of the 455,660 hectares,
14% are immature while 86% are mature. Over 50% of the
mature estates are at the prime age of 7 to 18 years that
produces optimum yield and therefore contributes strongly to
fruit production. Over 20% of the mature estates are still at the
young age of 4 to 6 years, securing the medium-term growth of
GAR’s production.

A HOLISTIC APPROACH TOWARDS SUSTAINABILITY
Our Forest Conservation Policy (“FCP”) launched with The
Forest Trust (“TFT”) in February 2011 seeks to conserve forests
and ensure that GAR has no deforestation footprint in its palm

oil operations. The FCP builds on our pre-existing sustainability
commitments which included no conversion of land with High
Carbon Stock (“HCS”) (including no planting on peat land
regardless of depth), no conversion on High Conservation Value
(“HCV”) areas and continuous oil palm yield improvement.
In addition, we have also launched a Social and Community
Engagement Policy in November 2011 and a Yield Improvement
Policy in February 2012. These policies set the framework for
GAR’s holistic approach for the sustainable development of our
plantations.
Yield Improvement Policy
A major feature of our policy development has been the launch
of our Yield Improvement Policy for both our own plantations and
plasma. This policy has obvious benefits for our competitiveness
and profitability, the livelihoods of our plasma smallholders and
also the environment. By improving yield, more Crude Palm Oil
(“CPO”) can be produced from less land, reducing the pressure
to open new land. The policy was developed in consultation
with TFT and builds on our early success of improving yield,
which has been above the Indonesian industry average for many
years, as shown in Chart 4.3 and Chart 4.4.
Under the policy, the Company aims to achieve by 2015 an
average CPO yield of 5.8 tonnes/ha and 5.6 tonnes/ha for its
own plantations and smallholders respectively, from oil palm
trees in the prime age of 7-18 years. This is a 12% increase from
the average CPO yield achieved by GAR and its smallholders in
2010. We expect this to be achieved by addressing a number
of factors such as using high-yielding planting material and

Chart 4.1 Plantation ownership profile

Nucleus
79.2%
Plasma
20.8%

Chart 4.2 Age profile of trees in our plantations
Total planted area
14%

Nucleus planted area
15%

20%

24%

3%

2%

20%

Plasma planted area
5%
11%

19%

20%
44%

65%

38%
Immature (0-3 years)

Young (4-6 years)

Prime (7-18 years)

Old 1 (19-25 years)

Old 2 (>25 years)

Note:
Data as of 31 December 2011
Average age of plantations is 12 years
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Chart 4.3 GAR CPO yield compared to the Indonesian industry
(tonnes/ha)
2008

2009

20102

2011

GAR

5.18

5.35

4.70

5.02

Indonesian industry1

3.90

3.91

3.85

3.96

1

Source: Oil World Annual 2012, ISTA Mielke GmbH, Germany www.oilworld.de
2
Palm oil production is highly dependent on weather conditions. 2010 was not a favourable year for palm
oil production because of La Nina which resulted in high rainfall in Indonesia throughout the year. The wet
weather disrupted the pollination process for fruit production and also impeded the harvesting process.

Chart 4.4 GAR smallholder CPO yield compared to the Indonesian
smallholder average (tonnes/ha)

1
2

2008

2009

2010

2011

GAR smallholders

5.20

5.45

4.92

5.42

Indonesian smallholders1

2.33

3.32

3.412

N.A.

Source: Indonesian Palm Oil in Numbers 2011, Indonesian Palm Oil Commission
Preliminary figure

advanced agronomical practices. Above all, the programme will
be directed by our “best in class” estate management system,
which not only supports management for profitability but also
the attainment of the highest levels of sustainability.
Social and Community Engagement Policy
Achieving even higher levels of sustainability is not just
a technical matter, particularly in the plantation industry.
Sustainability requires the active participation of members from
all management levels, from senior managers to field workers,
small farmers and local communities. All stakeholders need to
understand what we are trying to achieve and be engaged in
helping to shape our policies and practices on the ground. Such
constructive engagement can only be built on a basis of trust
and transparent communication.
Consequently, in our Social and Community Engagement
Policy, we have collaborated with TFT to develop a framework
of principles that enables us to effectively relate to our
stakeholders. We believe that these principles will enable us to
build the relationships that are essential for sustainable success.
We expect to be judged by how well we live them out, and will
promote this approach across the palm oil industry in Indonesia
and around the world.

MANAGING ENVIRONMENTAL IMPACTS
Having set the policy framework for the management of
our plantations, this second part of the section sets out the
environmental performance of our plantations in 2011 under five
areas.
Soil fertility and management
GAR implements best agricultural management practices that
maintain and enhance soil fertility through a comprehensive
mineral nutrition management plan with the objective to
minimise the quantity of fertiliser applied, while still allowing the
oil palms to attain their full productive and economic potential as
well as to reduce the risk of soil degradation posed by agricultural
activities.
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We recycle almost all the biomass and the by-products produced
in our plantations and mills as organic fertilisers. This practice
is fully integrated in our fertiliser management plan, and helps
reduce the use of mineral fertilisers by about 15% in global
quantity. Some of the recycled products are applied as extra
soil amendments (or soil conditioners) when the original soil
fertility is poor. However, due to a different balance and amount
of nutrients which are, on one side required by the palms for the
development of their vegetative and reproductive components,
and on the other side contained in the biomass and by-products
produced (pruned fronds, empty fruit bunches, or palm oil
mill effluent), the use of such by-products alone is not always
sufficient to maximise the potential of the palms. Consequently,
site specific management is required to adjust the rates, and
sometimes, the combination of organic and inorganic fertilisers.
As part of our efforts to reduce the use of mineral fertilisers,
SMARTRI has been testing a range of organic products as
a substitute for mineral fertilisers or at least to increase the
efficiency of mineral fertiliser when used in combination. The
results of our study will be presented in future reports.
Meanwhile, as part of our mineral nutrition management plan,
we have adopted a site-specific fertiliser application plan based
on foliar and soil sampling together with general field condition
assessment, to analyse the status of each 30-hectare block of
our estates and to ascertain the optimum nutrients required.
Additional information on our mineral nutrition management
plan and soil conditions can be found in the Research and
Development section.
Natural pest control and pesticide use
We use only approved and registered agrochemicals permitted
by the Ministry of Agriculture. These are applied by trained
personnel in accordance with national laws and regulations.
We are committed to implementing tight control over the use
of chemical pesticides. Since the early development of our
operations, we have advocated the use of an Integrated Pest
Management approach on our plantations to minimise the use
of pesticides and mitigate the possible impact of pest control
on the environment. We use beneficial plants, natural predators
and pathogens or bacteria, and handpicking or mechanical traps.
For example, rat control is predominantly managed by barn owls
kept in plantations, leaf-eating caterpillars are limited thanks to
the growth of beneficial plants as well as the flora biodiversity
in the plantations, and pheromones are used against rhinoceros
beetles (Oryctes rhinoceros).
Pesticide use is minimised throughout all growth phases of the
palms. The preferred method is to deploy biological controls.
Pesticides are deployed only to control outbreaks of infestation
when biological controls are not successful. In such cases,
pesticide is used carefully in compliance with national laws.
SMARTRI has been researching and applying alternative methods
for crop protection from weeds, pests and diseases to reduce
the use of herbicides, rodenticides and insecticides. Please see
the section on Research and Development for details of some
of our work in this area.

Managing Sustainability in Our Plantations

Chart 4.5 Pesticides (quantity of commercial products) used in
GAR’s plantations in 2010-2011
kg or litre/ha

kg or litre per tonne
of CPO produced

2010

2011

2010

2011

1.170

1.322

0.272

0.280

0.453

0.506

0.105

0.107

Insecticides

0.015

0.018

0.003

0.004

Fungicides*

0.003

0.018

0.001

0.004

Acaricides*

0.002

-

-

-

Rodenticides

0.395

0.397

0.092

0.084

Total pesticides used

1.585

1.755

0.368

0.372

Type of pesticide

Herbicides
including Paraquat

)LHOGDSSOLFDWLRQVRIHPSW\IUXLWEXQFKHV

Note: Fungicides and acaricides are used only in nurseries

For the long term, GAR’s strategy to reduce the use of chemical
pesticides is to develop new planting material through breeding
to ensure that our oil palms are more resistant to diseases and
pests.
We recognise the concerns over the use of chemical fertilisers
and pesticides. Over the long term, through collaborating
with national and international institutions, we will continue
to research and investigate to find ways to phase out the use
of such chemicals. We will then implement these solutions
together with other key players in the industry.
Water management
Minimising any risk of pollution of water, either surface water or
ground water, is a top priority for GAR.
Fertiliser use (either mineral or organic) is not, of itself, the
primary factor in water quality. More important are the land
management practices that are used in crop production. At
GAR, specific recommendations are included in the Company’s
SOPs to reduce any potential risks of water pollution. Our
field practices include: splitting fertiliser applications based on
soil nutrient retention capacity (mainly soil texture), avoiding
application during heavy rain periods, maintaining an appropriate
interval between successive applications, and maximising the
recycling of fronds and other organic products to increase the
fixing capacity of cations in soils.
In 2008, SMARTRI set up a system to scientifically monitor
ground water quality in Riau, Sumatra. Our results show that
of the 1,033 samples taken during the period 2008-2011, 99%
of the values recorded at the 3-metre depth were within the
range recommended by the World Health Organization for water
quality (see the Research and Development section for details
of the study).

)LHOGDSSOLFDWLRQVRISDOPRLOPLOOHIÁXHQW

Chart 4.6 Water consumption
Water consumption (m3/tonne of CPO produced)
2008

2009

2010

2011

3.03

3.02

3.09

2.96

More recently, a field test has been set up to focus on the quality
of surface water. Initial results will be presented in next year’s
Sustainability Report.
Water use
Water is the main supplementary material used in palm oil
production. We meet our water needs by using surface water
that is processed to meet the quality standards required for
the production process. We strive to use water efficiently by
recycling and reusing it in certain parts of the process. Ground
water is used only in very limited quantities in locations where
there is no surface water.
Chart 4.6 shows that our water consumption declined slightly
in 2011. Future reports will give a more detailed breakdown of
our water use and how it is managed and conserved within the
plantations, mills and beyond.
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Waste management
Fresh fruit bunches processing generates a variety of byproducts, such as empty fruit bunches (“EFB”), fibre, shells and
palm oil mill effluent (“POME”). Our zero waste strategy is to
reuse, recover and recycle. We recycle all production waste as
organic fertiliser and as a source of energy.
With more than 2.15 million tonnes of palm oil produced by
our units in Indonesia in 2011, we generated around 3.7 million
tonnes of solid waste (EFB, fibre and shells) and around 6.1
million tonnes of liquid waste (mainly POME).
Around 1.2 million tonnes of fibre and around 500,000 tonnes of
shells are used in our mills as renewable fuel (see Chart 4.7). The
detailed breakdown of the use of our plantation waste as organic
fertilisers is as follows:

Palm oil mill effluent
97% is applied in the field after traditional anaerobic and
aerobic treatment in order to render their chemical and physical
characteristics in accordance with national regulations.
A specific application permit has been obtained for each
location, with close monitoring of environmental impact as
requested by the authorities.
1% is applied after composting with EFB. As a result, a total
of around 13,500 tonnes of compost is produced annually.
2% is treated before being disposed of.

Empty fruit bunches
91% are applied fresh, or after co-composting with effluent,
in the field as organic fertiliser. A new co-composting facility
came online in December 2011.
9% are still incinerated because of specific site conditions,
and subsequently, ashes are applied in the field as a
substitute to potash fertiliser. The Company is currently
looking for operational alternatives in order to reduce and
stop this practice.
&RFRPSRVWLQJRI()%DQG320(LQD*$5XQLWLQ-DPEL

Chart 4.7 Recycling of waste (estimate values)
Waste

Quantity
produced
(tonne or m3)

Quantity
recycled
(tonne or m3)

Usage

Energy equivalent
(kCal/kg fuel)

Fertiliser
equivalent
(tonne)

CO2
equivalent
(tonne)

Fibre

1,175,000

1,175,000

Fuel

2,700

-

100,000

Shell

500,000

500,000

Fuel

4,100

-

55,000

EFB

2,000,000

1,800,000

Organic fertiliser

-

48,000

1,100,000

POME

6,100,000

6,000,000

Organic fertiliser

-

44,000

130,000
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Reducing GHG emissions
GAR is committed to reducing GHG emissions. Our efforts focus
on addressing the three main sources of GHG emissions linked
to palm oil production.
Nitrogen fertilisers
We adjust the use of mineral fertilisers, such as nitrogen
fertilisers, to the minimum rate required by the palms. In addition,
we employ stringent nitrogen fertiliser application procedures.
We avoid application during dry periods to reduce volatilisation of
ammoniac gas, and during very wet periods to reduce emission
of nitrous oxide. Such practices minimise the risk of emissions
related to nitrogen fertiliser utilisation.
Land use change
In February 2010, GAR made an important decision to stop any
development on peat regardless of depth. This builds on our
pioneering zero burning policy established in 1997. In February
2011, GAR committed to conserving high carbon stock forests
under its FCP. These measures have a significant impact on
reducing our carbon footprint.
Palm oil mill effluent
We have invested in technology to convert the methane gas that is
produced from palm oil mill effluent into energy. Such technology
is being implemented progressively in our operations.
At our Sei Pelakar mill, west of Jambi in Sumatra, we have
invested US$3.3 million to create a bio-digester system to capture
methane gas produced from the effluent treatment. Developed
under the Kyoto Protocol as a Clean Development Mechanism,
this project is estimated to produce a flow of methane at about
3.5 million cubic metres a year, enough to generate approximately
1.2 mega watts of electricity and reduce emissions by around
14,500 tonnes of CO2 per year.
This project was commissioned in August 2011 and has been in
operation since October 2011. Between October and December
2011, 25,424m3 of POME flowed into the bio-digester, reducing
CO2 emissions by an equivalent of 6,664 tonnes or approximately
317 tonnes of methane. On a monthly average basis, the biodigester system has replaced approximately 23,800 litres of fuel
used by the diesel generators.
Chart 4.8 shows the source of electricity used by the Sei Pelakar
mill between October and December 2011.

Chart 4.8 Sei Pelakar power sources (average Oct-Dec 2011)
Bio-digester
system
28%

Diesel
generator
3%

Recycled
biomass (fibre
and shell)
69%

On average, between October and December 2011, the biodigester system generated 28% of the power used by our mill
operations.
We have initiated a similar project at our Belian Mill in West
Kalimantan. This project will employ anaerobic digester tanks
and a state-of-the-art process control system. The plant will
also have sophisticated monitoring equipment that facilitates
comprehensive data logging and it is expected to be completed
in the second half of 2012.

PRESERVING HIGH CONSERVATION VALUE AREAS
We support efforts to preserve HCV. HCV areas are made up
of wildlife habitats, rare ecosystems and cultural areas. They
are found across land for development and also in our existing
plantations.
Our HCV assessments are benchmarked against best practices
and are incorporated into management plans for plantation
development. Where necessary, we engage external experts to
provide input to these HCV assessments. If an HCV area is found
in our plantations, we take the following measures to enhance its
natural value and biodiversity:
protecting the flora and fauna, especially endangered
species, by eliminating threats from illegal activities such as
poaching;
avoiding degradation and deterioration;
continuously reviewing management plans to conserve HCV;
and
monitoring the HCV regularly and enriching or rehabilitating,
if necessary.
As of May 2012, we have completed HCV assessments for
94% of our existing plantations. We target to complete HCV
assessment of all our existing plantations by end 2012. To date,
we assess our HCV areas to be a total area of approximately
14,300 hectares in existing plantations and about 23,700 hectares
of new planting area.
GAR’s management of HCV areas involves internal management
and key stakeholders such as local communities and government.
All levels of GAR’s management are committed to implementing
our HCV management SOP. The SOP involves the assessment
of HCV areas, management of the HCV to conserve biodiversity
and the quality of the HCV conservation area, and continuous
monitoring of the HCV area to ensure that it remains conserved.
High Carbon Stock forests
As part of our FCP, we are also committed to conserving
HCS forests to ensure that our palm oil operations have no
deforestation footprint. Ultimately, the conserved HCS forests
can revert to their natural ecological function.
Following the launch of the FCP in February 2011, GAR, together
with SMART, TFT and Greenpeace (the “Team”) conducted
fieldwork in West and Central Kalimantan to develop guidelines
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for identifying HCS areas to be conserved. On 4 June 2012,
the Team published the HCS Forest Study Report. The report
was presented at a REDD+ Task Force seminar on 5 June
2012 in Jakarta (see the Stakeholder Engagement section for
details). The Team intends to hold wider discussions with our
stakeholders. Upon gathering the required input and feedback
from all stakeholders and with guidance from the REDD+ Task
Force, the Team intends to develop action plans for how we will
proceed with this methodology. We will announce this in due
course.
Endangered species
Our business operates in the context of Indonesia’s rich and
immensely varied eco-system of worldwide importance. As a
leading company in the palm oil industry, we recognise that it
is important to conserve rare and endangered species as part of
our commitment to sustainable palm oil production. Our policy
on HCV land is one measure that addresses this issue and where
rare species are encountered, we are committed to protecting
and conserving them.
Chart 4.9 shows threatened species, under Indonesia’s National
Law of Protected Species (Peraturan Pemerintah nomor 7
tahun 1999) or on the IUCN Red List, that have been identified
in our concessions. Their habitats are classified as HCV to be
conserved.
The Company has a Zero Tolerance Policy towards hunting,

injury, possession and killing of rare and endangered wildlife
within our plantations. We have been educating our employees,
contractors and local communities as well as related stakeholders
on the importance of conserving rare and endangered species.
Disciplinary measures, including termination of employment
will be enforced for any infringement of this policy. We also
collaborate with the government or related organisations and
NGOs on the management of rare and endangered species.
Our partnership with OFI
In November 2011, SMART entered into a two-year partnership
programme with Orangutan Foundation International (“OFI”)
to support the conservation and protection of orangutans in
Kalimantan, Indonesia. Founded by Dr. Birute Mary Galdikas in
1986, OFI is a non-profit organisation dedicated to the welfare of
wild orangutans and their rainforest habitat.
Under this partnership programme, SMART supports the release
of 40 wild-born ex-captive orangutans into their natural habitat.
On 21 November 2011, the first six orangutans were released
into the wild in Seruyan Forest, Central Kalimantan.
GAR and SMART will also jointly develop a training programme
with OFI for its employees on conserving orangutans in Central,
West and East Kalimantan. The Company also seeks assistance
from OFI on handling orangutans and rehabilitating the 1,400hectare orangutan sanctuary we have set aside in Sungai Rungau,
Central Kalimantan.

5HOHDVHRIRUDQJXWDQVLQWR6HUX\DQ)RUHVWLQ&HQWUDO.DOLPDQWDQRQ1RYHPEHU)URPOHIW=XONLÁL+DVDQ 0LQLVWHURI)RUHVWU\ 6HKDW 6HQLRU6XSHUYLVRU
RI2), 'HQGHU 5DQJHUIURP2), %LUXWH0DU\*DOGLNDV )RXQGHURI2), *DQGL6XOLVWL\DQWR 0DQDJLQJ'LUHFWRURI6LQDU0DV
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Chart 4.9 Threatened species identified in our concessions
Type

Common name

Scientific name

IUCN status1

Protected under
PP7/19992

Javan Chevrotain

Tragulus javanicus

Data deficient

Yes

Agile Gibbon

Hylobates agilis

Endangered

Yes

Müller’s Bornean Gibbon

Hylobates muelleri

Endangered

Yes

Bornean Orangutan

Pongo pygmaeus

Endangered

Yes

Proboscis Monkey

Nasalis larvatus

Endangered

Yes

Sunda Pangolin

Manis javanica

Endangered

Yes

Banded Linsang

Prionodon linsang

Least concern

Yes

Flying Squirrel

Cynocephalus sp

Least concern

Yes

Greater Oriental Chevrotain

Tragulus napu

Least concern

Yes

Malayan Porcupine

Hystrix brachyura

Least concern

Yes

Maroon Leaf Monkey

Presbytis rubicunda

Least concern

Yes

Southern Red Muntjac

Muntiacus muntjak

Least concern

Yes

Three-striped Ground Squirrel

Lariscus insignis

Least concern

Yes

Black Giant Squirrel

Ratufa bicolor

Near threatened

Yes

Leopard Cat

Felis bengalensis

Nil

Yes

Sambar Deer

Cervus unicolor

Nil

Yes

Timor Deer

Cervus timorensis

Nil

Yes

Bare-backed Rousette

Rousettus spinalatus

Vulnerable

Yes

Binturong

Arctictis binturong

Vulnerable

Yes

Clouded Leopard

Neofelis nebulosa

Vulnerable

Yes

Greater Slow Loris

Nycticebus coucang

Vulnerable

Yes

Malayan Sun Bear

Helarctos malayanus

Vulnerable

Yes

Southern Pig-tailed Macaque

Macaca nemestrina

Vulnerable

No

White-fronted Langur

Presbytis frontata

Vulnerable

Yes

Barn Swallow

Hirundo rustica

Least concern

Yes

Black-winged Kite

Elanus caeruleus

Least concern

Yes

Brahminy Kite

Haliastur indus

Least concern

Yes

Cattle Egret

Bubulcus ibis

Least concern

Yes

Crested Goshawk

Accipiter trivirgatus

Least concern

Yes

Glossy Ibis

Plegadis falcinellus

Least concern

Yes

Hill Myna

Gracula religiosa

Least concern

Yes

Olive-backed Sunbird

Nectarinia jugularis

Least concern

Yes

Peregrine Falcon

Falco peregrinus

Least concern

Yes

White-throated Kingfisher

Halcyon smyrnensis

Least concern

Yes

Wreathed Hornbill

Aceros undulatus

Least concern

Yes

Asian Black Hornbill

Anthracoceros malayanus

Near threatened

Yes

Oriental Darter

Anhinga melanogaster

Near threatened

Yes

Painted Stork

Mycteria leucocephala

Near threatened

Yes

Rhinoceros Hornbill

Buceros rhinoceros

Near threatened

Yes

Eclectus Parrot

Lorius roratus

Nil

Yes

Chinese Egret

Egretta eulophotes

Vulnerable

Yes

Grey Imperial Pigeon

Ducula pickeringii

Vulnerable

Yes

Large Green Pigeon

Treron capellei

Vulnerable

Yes

Lesser Adjutant

Leptoptilos javanicus

Vulnerable

Yes

Kalimantan

Mammals

Birds

ÊCitation: IUCN 2011.Ê/ iÊ1 Ê,i`ÊÃÌÊvÊ/ Ài>Ìii`Ê-«iViÃ°Ê6iÀÃÊÓä££°Ó. <http://www.iucnredlist.org>. Downloaded on 26 April 2011.
2
Indonesian Law on Protected Species No. 7 / 1999

1
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Chart 4.9 Threatened species identified in our concessions (continued)
Type

Common name

Scientific name

IUCN status1

Protected under
PP7/19992

Siamese Crocodile

Crocodylus siamensis

Critically endangered

Yes

False Gharial

Tomistoma schlegelii

Endangered

Yes

Saltwater Crocodile

Crocodylus porosus

Lower risk/least concern

Yes

Asiatic Rock Python

Python molurus

Lower risk/near threatened

Yes

Bornean Lizard

Varanus borneensis

Nil

Yes

Hopea

Hopea mengerawan

Critically endangered

Yes

Light Red Meranti

Shorea teysmanniana

Endangered

Yes

Meranti

Shorea spp.

Endangered

Yes

Mersawa

Anisoptera grossivenia

Endangered

Yes

White Meranti

Shorea agami

Endangered

Yes

Borneo Ironwood

Eusideroxylon zwageri

Vulnerable

Yes

Durian Merah

Durio kutejensis

Vulnerable

Yes

Indonesian Ebony

Diospyros celebica

Vulnerable

Yes

Lign-aloes

Aquilaria malaccensis

Vulnerable

Yes

Moluccan Iron-wood / Borneo Teak

Intsia bijuga

Vulnerable

Yes

Ramin

Gonystylus bancanus

Vulnerable

Yes

Tengkawang

Shorea macrophylla

Vulnerable

Yes

Tortoise Durian

Durio testudinarum

Vulnerable

Yes

Dusky Pademelon

Thylogale brunii

Vulnerable

Yes

Round-eared Tube-nosed Bat

Nyctimene cyclotis

Data Deficient

Yes

Black-capped Lory

Lorius lory

Least Concern

Yes

Brahminy Kite

Haliastur indus

Least Concern

Yes

Javan Chevrotain

Tragulus javanicus

Data deficient

Yes

Agile Gibbon

Hylobates agilis

Endangered

Yes

Asian Elephant

Elephas maximus

Endangered

Yes

Malayan Tapir

Tapirus indicus

Endangered

Yes

Siamang

Symphalangus syndactylus

Endangered

Yes

Sumatran Surili / Mitred Leaf Monkey

Presbytis melalophos

Endangered

Yes

Sunda Pangolin

Manis javanica

Endangered

Yes

Banded Linsang

Prionodon linsang

Least concern

Yes

Greater Oriental Chevrotain

Tragulus napu

Least concern

Yes

Malayan Porcupine

Hystrix brachyura

Least concern

Yes

Southern Red Muntjac

Muntiacus muntjak

Least concern

Yes

Sunda Stink Badger

Mydaus javanensis

Least concern

Yes

Banded Surili

Presbytis femoralis

Near threatened

Yes

Black Giant Squirrel

Ratufa bicolor

Near threatened

Yes

Leopard Cat

Felis bengalensis

Nil

Yes

Sambar Deer

Cervus unicolor

Nil

Yes

Timor Deer

Cervus timorensis

Nil

Yes

Kalimantan

Reptiles

Plant
species

Papua
Mammals
Birds
Sumatra

Mammals

ÊCitation: IUCN 2011.Ê/ iÊ1 Ê,i`ÊÃÌÊvÊ/ Ài>Ìii`Ê-«iViÃ°Ê6iÀÃÊÓä££°Ó. <http://www.iucnredlist.org>. Downloaded on 26 April 2011.
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Chart 4.9 Threatened species identified in our concessions (continued)
Type

Common name

Scientific name

IUCN status1

Protected under
PP7/19992

Clouded Leopard

Neofelis nebulosa

Vulnerable

Yes

Greater Slow Loris

Nycticebus coucang

Vulnerable

Yes

Malayan Sun Bear

Helarctos malayanus

Vulnerable

Yes

Southern Pig-tailed Macaque

Macaca nemestrina

Vulnerable

No

Thomas Langur

Presbytis thomasi thomasi

Vulnerable

Yes

Thomas Leaf Monkey

Presbytis thomasi margae

Vulnerable

Yes

Barn Swallow

Hirundo rustica

Least concern

Yes

Black-winged Kite

Elanus caeruleus

Least concern

Yes

Brahminy Kite

Haliastur indus

Least concern

Yes

Cattle Egret

Bubulcus ibis

Least concern

Yes

Crested Goshawk

Accipiter trivirgatus

Least concern

Yes

Hill Myna

Gracula religiosa

Least concern

Yes

Olive-backed Sunbird

Nectarinia jugularis

Least concern

Yes

Peregrine Falcon

Falco peregrinus

Least concern

Yes

White-throated Kingfisher

Halcyon smyrnensis

Least concern

Yes

Wooly-necked Stork

Ciconia episcopus

Least concern

Yes

Wreathed Hornbill

Aceros undulatus

Least concern

Yes

Asian Black Hornbill

Anthracoceros malayanus

Near threatened

Yes

Oriental Darter

Anhinga melanogaster

Near threatened

Yes

Painted Stork

Mycteria leucocephala

Near threatened

Yes

Rhinoceros Hornbill

Buceros rhinoceros

Near threatened

Yes

Eclectus Parrot

Lorius roratus

Nil

Yes

Lesser Adjutant

Leptoptilos javanicus

Vulnerable

Yes

False Gharial

Tomistoma schlegelii

Endangered

Yes

Saltwater Crocodile

Crocodylus porosus

Lower risk/least concern

Yes

Asiatic Rock Python

Python molurus

Lower risk/near threatened

Yes

Sumatra

Mammals

Birds

Reptiles

ÊCitation: IUCN 2011.Ê/ iÊ1 Ê,i`ÊÃÌÊvÊ/ Ài>Ìii`Ê-«iViÃ°Ê6iÀÃÊÓä££°Ó. <http://www.iucnredlist.org>. Downloaded on 26 April 2011.
Indonesian Law on Protected Species No. 7 / 1999
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Flora diversity in our plantations
A study of diversity of vascular plants within oil palm plantations
has been carried out in the province of Riau, Sumatra. The
sampling design included observation on various sites within
commercial blocks, i.e. in the circle of palm, harvesting path,
windrow (inter-row), on the stem of the palms, at the site of
dead palms, at the border of the blocks, and on river banks or
creeks.
A total of 184 species belonging to 55 families (85 Dicotyledons,
58 Monocotyledons, and 41 Pteridophytas) have been found.
The highest number of species was observed in the border of
blocks, with 134 species of 46 families.

$UHVHDUFKHUPRQLWRULQJÁRUDGLYHUVLW\DWDVZDPS\DUHDZLWKLQRXUSODQWDWLRQ
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ENVIRONMENTAL AWARDS
Indonesian Green Award 2011
We have planted about 8,800 Shorea macrophylla (known locally
as Tengkawang) over 60 hectares in one of our plantations in
Kapuas Hulu district, West Kalimantan. The Company has
developed a nursery for this endemic species of Kalimantan,
which is listed on the IUCN Red List as a vulnerable species and
is protected under Indonesian law. We continue to monitor the
trees’ development and rehabilitate the area, if necessary.
In recognition of our efforts to conserve the Tengkawang, the
Company was awarded the Indonesian Green Award 2011 by the
Ministry of Forestry on 28 September 2011.
PROPER Award
The Indonesian Ministry of Environment’s Programme for
Pollution Control, Evaluation, and Rating (“PROPER”) is a nationallevel public environmental reporting initiative. The Company
has taken part in PROPER since 2007. PROPER assessment

covers environmental compliance requirements stipulated in
government regulations related to water and water pollution
control, hazardous waste management and EIA.
The programme uses a color-coded rating, ranging from gold for
excellent performance to black for poor performance.
In 2011, 11 of our mills took part in the assessment process for
PROPER. We achieved a Green rating for Hanau mill (PT Tapian
Nadenggan), a blue rating for nine other mills, and a red rating
for Padang Halaban mill (PT SMART Tbk). Padang Halaban mill
achieved 100% compliance level for all aspects of the evaluation
except water pollution control, where it attained 86% compliance
level, below the 90% minimum requirement. The Company has
since conducted a thorough internal audit and implemented an
action plan to close gaps identified by the audit.
Chart 4.11 shows our PROPER assessment from 2007 to 2011.
We will continue to improve on our current environmental
management system.

Chart 4.10 PROPER rating system
Gold

For businesses/activities that have successfully displayed environmental management effort and achieved excellent results.

Green

For businesses/activities that have displayed environmental management effort and achieved results better than those required by regulation.

Blue

For businesses/activities that have displayed environmental management effort, and have achieved the minimum standard required by regulation.

Red

For businesses/activities that have displayed environmental management effort, but have achieved only part of the minimum standard required by regulation.

Black

For businesses/activities that do not display significant environmental management effort.

Chart 4.11 GAR’s PROPER achievements (2007-2011)
PROPER Achievement
No

Company

Mill

1

PT SMART Tbk

Padang Halaban

2

PT SMART Tbk

3
4

Location
2007

2008

2009

2010

2011

North Sumatra

Blue

Blue minus

Blue minus

Blue

Red

Batu Ampar

South Kalimantan

Blue

Blue minus

Red

Blue

Blue

PT Ivo Mas Tunggal

Sam Sam

Riau

Blue

Blue minus

Red

Blue

Blue

PT Djuandasawit Lestari

Muara Kandis

South Sumatra

Red

Blue minus

Red minus

Blue

Blue

Blue minus

Red minus

Blue

Blue

Red

Blue

5

PT Sumber Indahperkasa

Sungai Buaya

Lampung

Red

6

PT Kresna Duta Agroindo

Jelatang

Jambi

N/A

N/A

Red minus

7

PT Kresna Duta Agroindo

Langling

Jambi

N/A

N/A

Red minus

Red

Blue

8

PT Sinar Kencana Inti Perkasa

Sei Kupang

South Kalimantan

N/A

N/A

Black

Blue

Blue

9

PT Sumber Indahperkasa

Sungai Rungau

Central Kalimantan

N/A

N/A

N/A

N/A

Blue

10

PT Tapian Nadenggan

Hanau

Central Kalimantan

N/A

N/A

N/A

N/A

Green

11

PT Forestalestari Dwikarya

Tanjung Kembiri

Belitung

N/A

N/A

N/A

N/A

Blue

30
Sustainability Report 2011
Golden Agri-Resources Ltd

Managing Sustainability in Our Plantations

Working with smallholders to promote sustainability

Plasma smallholders
We have approximately 64,000 smallholders in Indonesia
under the plasma scheme with a total planted area of 94,600
hectares as at end 2011. While the Company does not own
the plasma plantations, they are very closely integrated into
our management system and we take the lead in promoting
their success and productivity.
Between 1978 and 2001, the Government of Indonesia and
the World Bank provided policy support and financial support
respectively, to nucleus-plasma (Perkebunan Inti Rakyat or PIR)
supported grower schemes, in which plantation companies
would develop oil palm plots for smallholders in a “plasma”
area near their own plantations (“nucleus”). Management of
plasma plots, generally 2 hectares of oil palm plus 1 hectare
for other crops, would be transferred to individual smallholders
after 3-4 years. The nucleus-plasma schemes were conceived
as an integral part of the government’s transmigration
programme, where people from Java and other densely
populated areas were resettled on less populated islands.
The plasma scheme has evolved from the original PIR, to
KKPA (Koperasi Kredit Primer Anggota) in 1986, to the current
Revitalisation Programme (Pengembangan Perkebunan
Melalui Program Revitalisasi) in 2006. In 2007, the government
mandated that a minimum 20% of the net cultivated area of
nucleus plantations have to be set aside for plasma plantations
for new plantation development (Ministry of Agriculture
Decree No. 26/2007).
In a typical scheme, holders of the plasma plots would be
supported in the early years before the oil palms reached
maturity, through employment and subsistence agriculture.
Under the KKPA and Revitalisation Programme, the
management of the plasma area would come officially under
a cooperative of smallholders, which would generally contract
technical functions back to the nucleus plantation company.
Hence, plasma smallholders are often engaged as workers
on their plots. They received additional income through the
guaranteed sale of FFBs at a price set through a government
formula.
GAR has been supportive of the plasma scheme since
1990. Our on-going collaboration with smallholders has
been successful. In 2011, the CPO yield per hectare of our
smallholders was 5.42 tonnes, higher than the industry
average.

We continue to fully support the development of plasma
smallholders and are committed to improving their
productivity. In addition to supplying them with high-yielding
seeds, we provide knowledge transfer and capacity building
through training on best agricultural practices such as optimal
fertiliser usage and application techniques, integrated pest
management, health and safety, and other agronomical
support.
Besides educating plasma smallholders on the optimal usage
and application of fertilisers, we help by supplying good
quality fertilisers to them. Since fertilisers account for a major
part of operational cost, we allow them to pay in affordable
instalments.
Our plasma smallholders also benefit from our social and
community provisions such as schools and clinics (see the
Social and Community Affairs section).
Independent smallholders
Independent farmers contribute to our business by selling
FFB to our local mills. As Chart 4.12 shows, independent
smallholders and other suppliers provided 29% of our total
intake of FFB from smallholders and other suppliers in 2011.
They are totally independent of our operations, owning
their own land and being completely responsible for the
development and maintenance of their own crop. They
are self-organised and can choose where to sell their crop,
unlike the plasma farmers who are contractually bound to our
business. Nevertheless, we do have links with them. Many
benefit from our technical assistance in agronomy, which is
important in helping to maximise their economic return and
increasing the adoption of good sustainability practices.

Chart 4.12 FFB purchase by supplier in 2011
Plasma
smallholders

71%

Independent
smallholders
and other
suppliers

29%
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Research and Development

The mission of SMART Research Institute (“SMARTRI”) is to
support the sustainable development of GAR, through innovation,
developing best practices, and an improved oil palm breeding
programme. In 2011, our research and development spending
was approximately Rp60.98 billion (US$6.94 million).

Crop protection, which is predominantly our Integrated Pest
Management (“IPM”) project, covering control of pest and
entomology, phytopathology and weeds; and
Sustainability approaches to help develop methodologies
and tools to assess the impact of our field practices on the
environment, and subsequently to develop and test more
sustainable agricultural practices for palm oil production.

SMARTRI conducts applied and scientific research in the
following main areas:
Agronomy, which includes the study of the oil palm tree’s
nutritional and water intake, soil fertility, eco-physiology
studies, the development of sustainable practices
and measurement guidelines, and a mineral nutrition
management programme;

A significant number of our research programmes are crossdisciplinary, such as different breeding programmes to develop
planting material that is disease-tolerant (e.g. against Ganoderma
diseases), drought-resistant or more efficient in nutrient uptake
and utilisation, as well as research into carbon accounting and
biodiversity assessment within our plantations.

Breeding, which is the continual improvement of the oil
palm trees through selective breeding programmes, the
development of tissue culture and assisted molecular
breeding;

Our research institute is certified ISO 9001-2008, and the
analytical laboratory is certified ISO 9001-2008 as well as
accredited ISO 17025. Our research activities are managed by
seven different departments, as illustrated in Chart 5.1.

Chart 5.1 Structure of SMARTRI
Head of SMARTRI

Accounting and
administration

Secretary and
documentation

Agronomy
department

Breeding
department

Crop
protection
department

Sustainability
research
department

Support
services and
quality control
department

Laboratories
department

Field operation
and extension services
department

Field
quality
control
(SMARTRI
Ops)

Mineral
nutrition
management

Breeding
and
selection

Pests and
entomology

Ecological
services

Biometry and
database

Bogor
laboratory

Water
management

Clone selection
and evaluation

Phytopathology

Carbon
and water
accounting

Climatology

Libo
laboratory

Main
station

Soil
fertility

Molecular
assisted
breeding

Weed
control

Biodiversity

Geographic
Information
System

Sub-station
laboratories

Regional
sub-stations

Pollution risk
control

Quality control
and ISO
certification

Agrophysiology

Life cycle
assesment
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As of December 2011, we had 64 graduate researchers in all
the provinces where GAR has plantations. GAR is committed
to training these researchers, and provides them with both inhouse and external training conducted by foreign institutions.
Of our researchers, 27% have obtained a master’s degree in
Indonesia or abroad, and 6% have a PhD.

Chart 5.2 Training received by researchers in 2011
Indonesia

Abroad

48
325
6.8

4
111
27.8

7
31
4.4

8
36
4.5

2
296
148.0

2
95
47.5

Short and mid-term training
Number of staff
Number of days
Days/staff

Based on agronomical, economical and environmental
considerations such as the impact on the performance of
the palms, the price of oil, the cost of organic or mineral
fertilisers applied, the risk of nutrient volatilisation, emission
or leaching, the quantity of each fertiliser applied is calculated
in order to achieve the objective described earlier.

Long-term training
Number of staff
Number of days
Days/staff

GAR applies a comprehensive methodology in collaboration with
the International Cooperation Centre in Agronomic Research
for Development (“CIRAD”), a French research organisation
specialising in tropical crops. The methodology is based on
the association of a scientific approach with monitoring of the
mineral status of the palms and the soil fertility level (see Chart
5.3):
A network of field experiments has been set up in each
“land unit area” (type of soil, climate, planting material)
aimed at drawing up reference response curves of the yield
and mineral nutrition of the palms to the type and rate of
fertilisers (mineral or organic) applied.

Conference, workshop, seminar
Number of staff
Number of days
Days/staff

mineral nutrition management plan with the aim of optimising
fertiliser use.

Monitoring of palm nutrition status is done by yearly leaf
sampling and tissue analysis.

ENSURING ENVIRONMENTAL SUSTAINABILITY
We understand that measuring the impact of our agricultural
practices is an important step towards environmental
sustainability. Many of our current research projects are aimed
at effective management of our environmental impacts. Three
key ones are discussed individually here.
Mineral nutrition management
As mentioned in the Managing Sustainability in Our Plantations
section, we implement best agricultural management practices
that maintain and enhance soil fertility through a comprehensive

Similarly, the fertility of the soil is monitored every five years
in order to adjust the fertiliser regime of the palm to ensure
that soil fertility is maintained or even improved whenever
required.
One of the findings of our fertiliser reference trials shows that
different soil types where GAR has developed its plantations
call for specific types and balance of nutrient applications. While
100% of soil types found in our concessions require application
of nitrogen fertilisers, 95% of them require potassium, 90%

Chart 5.3 GAR’s mineral nutrition management system

Fertiliser trials

Leaf sampling

Soil sampling

Yield and leaf contents
response curves
Economic
considerations

Laboratory
analysis

Optimum fertiliser rate
Optimum leaf value

Palm production level

Fertiliser regime

Palm nutrition level
Fertiliser recommendations
and application
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phosphorus and 60% magnesium fertilisers. In addition, we
observed that with the appropriate nutrient application, the yield
increase reaches up to 130% with nitrogen application, up to
200% with potassium, up to 75% with phosphorus and up to 40%
with magnesium depending on the soil types. This illustrates the
importance of proper mineral nutrition management in enabling
our oil palms to reach full productive potential.

More recently, a field test has been set up to focus on the quality
of surface water. Our initial results will be presented in next
year’s Sustainability Report.

It is interesting to note that the balance of nutrients that have to
be applied is also specific to each type of soil, and consequently,
a single type of fertiliser, whether organic or inorganic, would not
satisfy the needs of all our plantations.

Weed control and management is one of the factors contributing
to high productivity of oil palms. On the one hand, noxious
weeds may affect the performance of the palms by competing
with them for nutrients and water. On the other hand, soft weeds
contribute to soil protection against surface run-off and erosion,
and help to maintain a habitat for biological activity, above and
below the ground.

We recognise the concerns over the use of chemical fertilisers.
Over the long term, through collaborating with national and
international institutions, we will continue to research and
investigate to find ways to phase out the use of such chemicals.
We will then implement these solutions together with other key
players in the industry.
Water quality management
Minimising the risk of surface water or ground water pollution
from fertiliser use and land management practices is a top priority
for GAR. We believe that the methodology for mineral nutrition
management described above would help minimise the risk of
pollution. Research is being conducted in the field to confirm this
hypothesis.

Crop protection
Several research programmes are dedicated to seeking new
practices to reduce the use of pesticides.

We are now testing a new weed control technique aimed at
reducing total herbicide usage, as well as the use of paraquat. An
approximately 10% reduction of herbicides has been observed in our
field experimentation. While GAR’s standard weed control is based
on spatial, temporal and molecule selectivity, the new practice limits
herbicide applications in zones with minimum weed coverage. This
new technique is currently being tested on a larger scale.
We are committed to phasing out paraquat. Our approach is twopronged:
Reducing the quantity used by higher selectivity; and

In Riau, Sumatra, SMARTRI set up a system that has been
scientifically monitoring the ground water quality since 2008.
Standard ceramic cups used in biogeochemical studies have
been fixed in the soil at various depths, from 0.3 metres to 3.0
metres, together with special probes to monitor soil humidity. A
network of pipes helps maintain a vacuum within the ceramic
cups, making it possible to collect soil solution samples daily.
Composite samples are analysed in our laboratory on a weekly
basis. Soil humidity is recorded in a dedicated data-logger. We
assume that the values observed at the greatest depth are the
most representative of the degree of ground water pollution at
that site.
The results show that of the 1,033 samples taken during the
period 2008-2011, 99% of the values recorded at the 3-metre
depth were below the maximum level of 50 ppm/litre for N-NO3
recommended by the World Health Organization (“WHO”) for
water quality.

&HUDPLFFXSDQGVRLOKXPLGLW\SUREH

Looking for alternative molecules.
To date, the tested new molecules do not show similar
efficiency, which would result in a larger quantity necessary
for weed control. Studies on this are ongoing.
Another area of study is the use of rodenticides. Over the last
20 years, GAR has made use of the “eco-service” of barn owls
in its plantations to control the population of rats. While a very
high success rate of this practice is observed in most parts of
Sumatra, barn owls are either less efficient or have difficulties in
settling down in immature palm plantations as well as in several
other regions.
A comprehensive study on managing the rat population in our
plantations was initiated a few years ago in collaboration with
CIRAD, with support from Besançon University in France, which
specialises in rodent studies, and the Museum of Natural History

$UHVHDUFKHUÀ[LQJDFHUDPLFFXSDQGVRLOKXPLGLW\SUREHLQDVRLOSURÀOH
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of Paris. By characterising the type and population of rats, the
study seeks to identify other natural predators, in particular small
carnivores that could contribute to the rat control.
Our preliminary findings indicate that naturally occurring small
carnivores might play a significant role in the control of the rat
population in some regions. We are now studying the importance
of the habitats of such predators within our plantations. Camera
traps have been installed in our plantations to identify and try to
quantify such predators, as well as the level of fauna biodiversity
in plantations.

:LOGFDWVSRWWHGLQRXU/LERHVWDWH5LDX SKRWR$9HUZLOJKHQ

practices, with the aim of achieving a more positive carbon
balance.
For the purpose of the project, a 25-metre tall tower was set up
in September 2011. The tower is equipped with sensors that
are able to continuously measure carbon dioxide flux above the
canopy of the palms at a high frequency. Two additional towers
will be set up by 2012 to study emissions during the replanting
phase.
The first four months of records, from 8 September to 23
December 2011, have been processed, gap-filled and partitioned
into Gross Primary Production (“GPP”) and ecosystem respiration
(“RE”). The results showed that as much as 27.37 g C m-2 day-1
of CO2 from the atmosphere was absorbed as GPP and 16.66
g C m-2 day-1 of CO2 emitted back into the atmosphere by RE
(Chart 5.4). Our study indicated that the oil palm agro-system
has sequestrated about 10.72 g C m-2 day-1 from the atmospheric
CO2 through Net Ecosystem Exchange (“NEE”). A very rough
estimation based on these initial measurements indicates that
carbon fixation from the oil palm agro-system could reach
39 tC/ha per year. Further recordings are required to cover the
whole seasonal variation of emission.

Carbon accounting
Actual data for GHG emission and carbon balance in the oil palm
agro-system are scarce and often controversial. SMARTRI has
initiated a unique project to assess the emissions from oil palm
cultivation using the Eddy covariance approach, which is probably
the most advanced technique currently available. Findings from
the project will be used to fine-tune our land management

PROMOTING PRODUCTIVITY IN THE INDUSTRY

Chart 5.4 Average of CO2 fluxes: NEE, RE, and GPP in g C m-2 day-1

GAR has been leading the industry in productivity. Together
with the Indonesian Oil Palm Seed Producers Association,
smallholders and government bodies, we promote the use
of seeds that are derived from selected, highly productive oil
GPP
palms.

Month

NEE

GPP

RE

September

10.19

27.07

-16.89

October

9.10

25.84

-16.74

November

14.63

31.46

-16.82

December

8.95

25.12

-16.17

Average

10.72

27.37

-16.66

1

2

1
2

Increasing productivity is part of the palm oil industry’s multipronged strategy to balance its growth and its impact on the
environment. The primary focus of SMARTRI’s work is increasing
the productivity of our oil palms, and thus reducing the impact on
our land. By increasing our yields, we use land more effectively
and reduce the pressure to open new land.

Using high-yielding seeds improves the yield per hectare. We only
use high-yielding seeds such as Dami Mas in our new plantings.
These high-yielding seeds are developed through stringent and
robust breeding experiments conducted by SMARTRI.

Started from 8 September 2011 00:00 local time
Ended on 23 December 2011 08:30 local time
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The oil palm breeding programme at SMARTRI complements
the traditional improvement of crops with new biotechnological
techniques which enable important genetic enhancements of the
plant. The selection and use of new varieties adapted to market
demand enables a more efficient use of the resources required
for growing oil palm. In this way, more sustainable plantations
requiring less water and fertiliser are developed. At the same
time, higher production is achieved, thus reducing the need to
extend the areas under cultivation.
Conventional breeding
In the last 60 years, the global palm oil industry’s breeding
programme is believed to have contributed to increasing the
annual yield potential by around 1.5%. Since 1993, with the
setting up of the first genetic trials in Riau and Kalimantan, GAR
has been developing a breeding programme to further enhance
the potential of planting material for the benefit of GAR’s own
plantations and smallholders alike. This activity has intensified,
first in mid-2000 with the setting up of a continuous breeding
programme with field experiments, then by the introduction
of genetic material from Cameroon and Angola to boost the
genetic biodiversity of palms used by GAR in future breeding
programmes.

LEADING THE INTERNATIONAL CONFERENCE ON PALM
OIL AND ENVIRONMENT
As a leader in the Indonesian oil palm industry, we are in a
position to lead and shape the industry by collaborating with all
our stakeholders and by leveraging the vast resources in our
network.
The first International Conference on Oil Palm and Environment
(“ICOPE”), co-organised by SMART, WWF-Indonesia and CIRAD
was held in November 2007, and was attended by scientists,
supply chain stakeholders and representatives of institutions
and NGOs. In February 2010, Bali hosted the second ICOPE,
centring on the measurement and mitigation of environmental
impacts of oil palm production.
The third ICOPE was held in February 2012 in Bali. This 2012
edition was entitled “Conserving Forests, Expanding Sustainable
Palm Oil Production”. With over 400 participants from more
than 18 countries, this third edition of ICOPE has confirmed
its long-term perspective in the scientific development and
promotion of good practices aimed at ensuring sustainable oil
palm cultivation.

Tissue culture
Another source of high-yielding planting material comes from
vegetative propagation or tissue culture. These planting materials
have been selected from the highest-yielding plants using longterm records and robust statistical analysis.

Presentations included interesting examples of environment
conservation initiatives and management practices, knowledge
improvement regarding environmental impact of palm oil
production at various spatial scales from micro local (cm2) to
local, national and international levels, as well as examples on
how the oil palm industry benefits from ecological services and
prospects for the future.

In breeding trials, we choose palms in our experiments that
exhibit desired traits, and propagate them through tissue culture
in our biotechnology facilities. Tissue culture contributes to
productivity improvements in the medium term.

Key recommendations issued at the end of the conference
included:

Oil Palm Genome Project
The Oil Palm Genome Project is a worldwide initiative by a
consortium of 16 reputable research organisations from seven
countries. The project uses molecular biology as a tool to support
conventional breeding. The main objective is to map the entire
genome spectrum of oil palm varieties, including identification
of specific traits such as disease resistance, drought tolerance,
superior quality oil, and high yield. The first phase started in 2009,
and will be completed by end 2012. As an active participant in this
project, we have formed a dedicated team in our biotechnology
division, and our staff have been involved in related research
activities in Spain and France.
The results of this important research programme will be used
to develop a molecular marker assisted selection breeding
technique, that can be used in conventional breeding to select
genes with specific desired characteristics from plants in the
same species. Unlike genetic engineering, molecular marker
assisted selection does not involve the insertion of genes from
one species into another.

Development of dedicated research in smallholder activities
in relation to deforestation and pollution risk reduction;
Education programmes on sustainability. For that purpose,
ICOPE has engaged with the Southeast Asian Ministers of
Education Organization (“SEAMEO”) through the Southeast
Asian Regional Center for Graduate Study and Research in
Agriculture (“SEARCA”) to promote greater participation from
university students and professors in future conferences,
as well as to include related topics in the curriculum of
universities;
More proactive communication with the international
community, including governments, on the oil palm industry’s
commitment and actions in sustainable palm oil production.
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The palm oil industry provides much needed employment for a
country with a population of approximately 240 million people
where, according to the World Bank, about 18.1% of the
population lives below the poverty line of US$1.25 per day at 2005
international prices. In 2009, the palm oil industry in Indonesia
provided direct and indirect employment for approximately 4.5
million people in its extensive value chain. At GAR, we believe in
fair economic and positive social relations with our employees,
casual workers and smallholders. We want them to sustain a
good standard of living and engage with the Company on terms
of mutual trust and respect.
Chart 6.1 sets out the overall structure of our workforce in
Indonesia in 2011 by full-time direct employees and regular
casual workers who work for day wages.
Charts 6.2 and 6.3 give a breakdown of our workforce in
Singapore and China.

GENDER AND OTHER EMPLOYMENT ISSUES
We believe that all of our employees should be treated equally,
fairly and with respect. It is in this belief that we signed the UN
Global Compact in 2006 through our subsidiary, SMART, and it
is this belief that motivates us in our day-to-day operations. As
a signatory to the UN Global Compact, we are committed to
upholding its ten basic principles. In addition, as part of our Social
and Community Engagement Policy launched in November
2011, we reinforced our commitment to ensuring that the rights
of all people working in our operations are respected according
to local, national and ratified international laws. We adhere to all
Indonesian labour laws which cover issues such as freedom of
association for our employees, decent pay and working hours,
non-discrimination and the complete elimination of child or
forced labour.
Our commitment to fair labour practices is also emphasised
in our employee handbook and employment practices. The

Company has an equal opportunities policy on employment,
banning discrimination based on race, national origin, religion,
disability, gender, sexual orientation, union membership and
political affiliation.

Chart 6.2 Employees in Singapore
Chart 6.1 Workforce in Indonesia (excluding smallholders)
Workforce in Indonesia
Permanent employees
Casual workers
Total

2011

2010
39,399
48,837
88,236

44.7%
55.3%
100%

41,415
52,289
93,704

44.2%
55.8%
100%

Permanent employees
Men

30,629

77.7%

35,755

86.3%

Women

8,770

22.3%

5,660

13.7%

Total

39,399

100%

41,415

100%

Casual workers (including non-permanent staff)

Employees in Singapore

2010

Men

50

46.7%

91

51.7%

Women

57

53.3%

85

48.3%

Total

107

100%

176

100%

Men

28

75.7%

49

66.2%

Women

9

24.3%

25

33.8%

Total

37

100%

74

100%

2011

Managers

Chart 6.3 Employees in China
2011

Employees in China

2010

Men

30,767

63.0%

31,065

59.4%

Men

2,630

50.1%

2,574

49.2%

Women

18,070

37.0%

21,224

40.6%

Women

2,622

49.9%

2,662

50.8%

Total

48,837

100%

52,289

100%

Total

5,252

100%

5,236

100%

Managers

Managers
Men

590

79.6%

695

80.3%

Men

103

69.1%

138

80.7%

Women

151

20.4%

170

19.7%

Women

46

30.9%

33

19.3%

Total

741

100%

865

100%

Total

149

100%

171

100%
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We also take care to ensure that treatment of our employees
meets the standards set out by the International Labour
Organization. Employees enter into our employment freely. As
a matter of policy, we do not require our employees to deposit
identity papers nor money. Some employees join through preemployment training or education programmes paid for by the
Company, whereby they agree to work for the Company upon
completion of their training programme. Once they graduate,
they are assigned to different estates or mills throughout
Indonesia and earn an income without any deduction from their
salary. These conditions are explained thoroughly to potential
candidates and they are free to choose to join the programme or
reject it. In keeping with Indonesian laws and regulations, we do
not employ prison labour.

informally, the relevant committee conducts an investigation to
determine whether further sanctions or law enforcement action
is needed. During the investigation, the committee provides
assistance and support to the victim.

In Indonesia, the Company employs about 94,000 people, of
whom about 44% are direct employees and 56% are casual
workers. Most of these employees and their families depend
directly on our mills and plantations for their livelihoods. The
Company provides employment for another 64,000 smallholders
through the plasma scheme. In the Managing Sustainability
in Our Plantations section, we give the background to the
development of the plasma plantations and how we work with
our plasma smallholders.

WAGES AND CONDITIONS

About 14% of our permanent employees and 41% of our casual
workers in Indonesia are women. We promote the employment
of women, but due to the manual labour required in our field
operations, certain jobs are more suited to male employees than
female employees. The higher percentage of women among
casual workers reflects the traditional family structure where
men are the main breadwinners. While male workers perform
heavier physical tasks, like harvesting fresh fruit bunches (“FFB”)
and carrying them to trucks for transport to the mills, women are
assigned tasks like weeding and collecting loose fruits that have
fallen on the ground.

In order to present data on the relative living standards of our
employees and casual workers, we have taken an average of
the minimum wages across five provinces and compared them
with an average of wages and cash equivalent of the benefits
we provide across the same five provinces. The selected five
provinces are Bangka Belitung, Central and South Kalimantan,
Jambi and Riau, which together account for about 71% of our
total mature area in 2011.

In order to support our female employees and care for our
employees’ children, all of our units provide a day care centre.
We also have a clear anti-sexual harassment policy which
is integrated into our SOP to protect our female employees
against sexual harassment. The implementation of this SOP
includes extensive training and socialisation for all estate and
mill workers. We also establish gender committees, comprising
representatives from the labour unions and management, to
promote female participation and advancement in the workplace.
These committees also handle any sexual harassment cases.
When a case of harassment is reported either formally or

MINIMUM AGE OF EMPLOYMENT
The minimum age for employment in GAR in any capacity is
18 years. As a signatory to the UN Global Compact through
SMART, we are totally opposed to any form of child labour and
we rigorously enforce these principles at all our plantations, mills
and other places of work. Our recruitment officers check the
identification card against the employees’ schooling records,
such as their school diplomas, to ensure that we do not employ
children.

The minimum wage in Indonesia differs from province to province,
as it is set by provincial and district authorities that check the
local prices of a basket of basic necessities needed to sustain
a basic living for a single worker. In 2011, the minimum wage
could be as high as Rp1,410,000 (US$160.37) a month in West
Papua or as low as Rp675,000 (US$76.77) a month in Central
Java province. In addition to wages, the Company provides
employees and casual workers with a range of benefits.

PERMANENT WORKERS
Permanent workers in our plantations earn approximately
US$140 per month or the equivalent of US$5.63 per day in
wages (excluding incentive and benefits). However, their actual
take home pay including incentives can be as high as 140% of
their basic salary, depending on their performance. In addition
to this, workers on our estates receive benefits like free
healthcare, housing, water, electricity and education for their
children. Education is provided free of charge from kindergarten
to junior high. The value of our workers’ wages and benefits
combined, benchmarked against the average minimum wages
of five Indonesian provinces in 2011, is presented in Chart 6.4.
Chart 6.5 lists the benefits we provide with a notional cash value
assigned to them.

Chart 6.4 The value of the daily wages and the benefits of a GAR plantation worker benchmarked against the average of the minimum
daily wage1 across five Indonesian provinces2

1
2

Average of the minimum wage
per day across five provinces

Average plantation worker’s
wages per day

Value of a plantation
worker’s benefits per day

Total value of a plantation worker’s
wages and benefits per day

Rp43,461

Rp49,500

Rp24,600

Rp74,100

US$4.94

US$5.63

US$2.80

US$8.43

Average monthly wage divided by 25 days
Bangka Belitung, Central Kalimantan, Jambi, Riau, South Kalimantan
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Chart 6.5 Estimated total benefit value per employee in 2011
Benefits provided

Services

Education

Pre-kindergarten to 6th grade on
each estate
7th - 9th grade for each region

Electricity

Provided free to all homes

Healthcare

Free on-site polyclinic

Housing

Provided free for all permanent
employees

Meal allowance

Rice is provided free for estate
workers and their dependents

Religious observance

Mosques/churches provided on
each estate

Sports/recreation

Provided on each estate

Water

Free to all homes

Estimated annual value of
quantified benefits

Rp7,380,000 (US$839.40)

CASUAL LABOUR
In addition to our permanent employees, we employ about
52,000 casual workers at our plantations. About 59% of our
casual workers are men, while 41% are women who do less
physically demanding work such as weeding. There are many
husband-and-wife teams, and men and women are paid the
same standard wage.
Most casual workers come from the villages surrounding our
estates and mills to work for us on a part-time basis, often
working 3-4 days a week. They are trained on the job in skills
relevant to their day-to-day work. They are not unionised as they
work on an ad-hoc basis.
Casual workers are paid approximately Rp49,500 (US$5.63) per
day (see Chart 6.6). Although they do not receive all the benefits
that our full time employees enjoy, they still benefit from free
medical services at our polyclinics and free education for their
children at our schools.

Chart 6.6 Casual worker remuneration against the average of the minimum daily wage1 across five Indonesian provinces2 in 2011

1
2

Average of the minimum wage
per day across five provinces

Average casual worker’s wages
per day

Value of a casual worker’s
benefits per day

Total value of a casual worker’s
wages and benefits per day

Rp43,461

Rp49,500

Rp4,000

Rp53,500

US$4.94

US$5.63

US$0.45

US$6.09

Average monthly wage divided by 25 days
Bangka Belitung, Central Kalimantan, Jambi, Riau, South Kalimantan

Kedai ransum
Our subsidiary, PT Paramitra Internusa Pratama (“PIP”), is
located in Seberuang village, Semitau sub-district, Kapuas
Hulu district, West Kalimantan. Seberuang village is in a
remote and inaccessible location, which results in the local
prices of consumer goods, especially food items, being
significantly higher than those in the nearest district township
of Semitau, 1.5 hours away by motor boat on Kapuas River.
Alternatively, it takes a 1.5 hour trip by car in addition to a trip
to cross the Kapuas River.
The high cost of living due to expensive consumer goods
was one of the main reasons for the high staff turnover at
PIP. To address this issue, the management at PIP mooted
the idea of a kedai ransum (grocery store) to help workers
cope with the high cost of living. The Company helped set up
a warehouse and a place for suppliers to sell their goods. A
building was constructed to house the store as well as living
quarters for store assistants. The establishment of the kedai
ransum allows suppliers to bring in goods in large quantities,

lowering the per unit cost of transportation. Consequently, the
prices of consumer goods dropped to a more affordable level,
comparable to prices in Semitau.
The kedai ransum opens daily from 7.30am to 6pm, providing
a wide range of consumer items, including basic food items
such as rice, sugar, flour, cooking oil and eggs. The Company
also worked out a credit arrangement with the kedai ransum
operators to allow workers to purchase goods on credit, up to
a value of 50% of their monthly salary.
Our workers now enjoy a better standard of living at a lower
cost, and are able to save more of their wages for future use.
Since the setting up of kedai ransum, the Company has seen
lower staff turnover and higher staff morale. The surrounding
communities also benefit from the more affordable goods
offered by the kedai ransum. Given the success of this pilot
programme, we intend to extend the kedai ransum programme
to other concessions in the future.
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OCCUPATIONAL HEALTH AND SAFETY
The Company introduced occupational health and safety (“OHS”)
management back in 1999 to prevent work-related illness and
workplace accidents. We are committed to constantly improving
our performance in OHS, in accordance with government
regulations and keeping pace with best practices, new
technologies and scientific advances.
Our OHS programme is aimed at reducing lost time injury and
creating a safe and healthy workplace to improve efficiency
and productivity. Key elements of our programmes including
emergency response and health and safety training are discussed
later in this section.
Occupational Health and Safety Supervisory Committee
The Company has an Occupational Health and Safety Supervisory
Committee (“Panitia Pembina Keselamatan dan Kesehatan
Kerja” or “P2K3”) in compliance with Law No. 1 of 1970 on
Occupational Safety. P2K3 promotes cooperation between the
Company and its workers in OHS management.
All our units have P2K3 committees that are approved by the
government agency that oversees OHS. P2K3 informs and
advises the management on OHS issues. P2K3 membership
comprises representatives from every department who
guide and coordinate OHS implementation in their respective
departments.
On average, the number of active P2K3 members in each of our
plantation estates and mills is around 36-40 people, of whom
60% have a labour background. This is in line with the Indonesian
Ministry of Manpower regulation No. 04 of 1987 which requires
both management and labour representation on the committee.
“Gold Flags” (Bendera Emas SMK3) on health and safety
management system and Zero Accident Awards
In recognition of our good OHS management and implementation,
the Company was awarded the Certificates of Bendera Emas
SMK3 and Zero Accident Awards in 2010 and 2011 by the
Indonesian Minister of Manpower and Transmigration for one
million accident-free hours.

Chart 6.7 Awards achieved in 2010 and 2011
Award

2010

2011

Bendera Emas SMK3

5 Mills

4 Mills

Zero Accident Award

1 Estate
3 Mills

5 Mills

Total

9

9

Monitoring the number of accidents
We understand that monitoring accident rates is an important
step towards preventing work-related injuries and accidents. In
Indonesia, this is conducted in reference to the applicable rules
in Indonesia by calculating the Frequency Rate and the Severity
Rate of accidents in one million hours of work.
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Fatalities
In 2011, there were four accidents resulting in a total of five
casualties. (See chart 6.8)
These tragic accidents underscored the importance of continuous
safety improvements and the need to educate our employees
on OHS, both at the head office and our plantations.
In keeping with our best practices, families of the victims
of these fatal accidents were given the appropriate financial
assistance and support to help them with their bereavement. For
example, the Company helped the families to claim JAMSOSTEK
(Indonesian health, accident insurance and pension fund) and to
cover burial costs.
To prevent a repeat of similar accidents, thorough investigations
are conducted to uncover underlying causes and explore
additional safety measures.
Frequency and Severity Rate
The Frequency Rate (“FR”) is the number of accidents in one
million hours of work, while the Severity Rate (“SR”) is the
number of workdays lost in one million hours of work within a
year. The SR illustrates the extent of safety problems by exposing
how critical each injury and illness is. The premise is that an
employee who must miss time from work to heal and recover
has a more severe problem than one who can immediately
return to work.

Labour Relations

Chart 6.8 Work-related deaths in 2011
No

Company

Location

Accident

1

PT Agro Lestari Mandiri

West Kalimantan

A trailer accident resulted in two victims.

2

PT Binasawit Abadi Pratama

Central Kalimantan

The victim fell into a thresher while cleaning it.

3

PT Bumi Permai Lestari

Bangka

The victim was fatally wounded by an egrek (oil palm harvesting
tool) during harvesting.

4

PT Mitra Karya Agroindo

Central Kalimantan

A contractor’s truck hit the victim while he was on his way to work.
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Chart 6.9 Frequency Rate and Severity Rate of work-related accidents in 2011

0
Jan
7.12
42.86

Feb
7.19
41.76

Mar
7.19
88.39

Apr
7.19
85.42

May
7.17
82.74

Jun
7.05
80.04

The 2011 FR-SR monitoring data in Chart 6.9 shows a decrease in
the frequency of work-related accidents. The highest FR of 7.19
was recorded in February, March and April; meaning that 872
accidents occurred in 121,244,793 working hours in February;
903 accidents in 125,648,574 working hours in March and 935
accidents in 130,066,164 working hours in April. The highest SR
of 119.46 was recorded in November, indicating that the number
of workdays lost in 159,763,431 working hours was 19,085.
Emergency response equipment
To anticipate emergencies that could occur at our plantations
and mills, every operation unit, be it a mill or an estate, has an
emergency response team (“Tim Kesiapsiagaan dan Tanggap
Darurat” or “TKTD”) fully equipped with emergency response
equipment that includes the following:

Jul
7.08
94.00

Aug
6.99
90.82

Sep
6.71
85.42

Oct
6.68
84.70

Nov
6.65
119.46

Dec
6.42
114.43

Chart 6.10 Healthcare provisions available in our plantations
(2010-2011)
2010

2011

Polyclinic

121

130

Doctor

17

22

Paramedics

186

202

Note: The above healthcare personnel numbers have been restated in this report to rectify double counting
errors that arose in the compilation of data for GAR Sustainability Report 2010 as well as Annual Reports 2010
and 2011.

Ambulance;
Fire engine;
Water tanks;
Fire extinguishers; and
First aid kit.
Healthcare facilities
To provide the entire workforce with healthcare, the Company
has built health facilities in most of our estates and staffs them
with qualified healthcare professionals.
As of end 2011, we have 130 polyclinics with inpatient facilities
and 22 doctors and 202 paramedics. (See chart 6.10)
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Chart 6.11 Union membership across five Indonesian provinces1

Besides providing medical care for our workers and their families,
our healthcare workers conduct pre-employment medical checkups for new recruits as well as periodic and special medical
check-ups for workers who are exposed to potential health
and safety hazards in their area of work. The medical checkup programme is part of our efforts to prevent and treat workrelated illnesses through early detection.
Occupational health and safety training
In an effort to raise our workers’ awareness of OHS, the Company
conducts training programmes for the entire workforce in
accordance with national regulations. The training is conducted
with the involvement of both internal and external parties.
Training conducted by external partners includes:

Province

Number
of unions

Number of
employees in unions

Bangka Belitung

6

865

Central Kalimantan

34

12,020

Jambi

15

2,103

Riau

29

5,830

South Kalimantan

7

2,105

Total

91

22,923

1

Bangka Belitung, Central Kalimantan, Jambi, Riau, South Kalimantan, which account for approximately 70%
of our total permanent workers

Certification for heavy equipment operators;
Certification for pest management officers (restricted
pesticides);

total permanent workers. About 97% of our permanent workers
in these provinces are represented by unions.

TRAINING AND DEVELOPMENT
Certification for welders;
Occupational Health and Safety Expert Training;
Certification for auditor of Occupational Health and Safety
Management System; and
Hyperkes (OHS) certification for doctors and paramedics.
Internal training is conducted for workers, supervisors and
administrative staff. Training is also compulsory for management
staff at every level, starting from the Basic Management
Development Programme for new staff to the Supervisory
Management Development Programme, Middle Management
Development Programme and Executive Development
Programme.
In 2011, 111 of our employees were trained under the
Occupational Health and Safety Expert Training. We have a total
of 189 Occupational Health Safety specialists in our Company
as of December 2011. Deployed in estates and mills, they play
an important part in the implementation of OHS in operational
units.

FREEDOM OF ASSOCIATION AND TRADE UNION
MEMBERSHIP
Harmonious industrial relations are a prerequisite for productivity
and value creation. We maintain industrial peace and productivity
in the Company and ensure the welfare of our workers through
open dialogue, fair labour practices, care and respectful
communication in the workplace.
Freedom of association is mandated by Indonesia’s Law and
Regulation No. 21/2000 on Trade Union/Labour Union and is in
line with ILO (International Labour Organization) Convention No.
98 on the freedom of organisation and collective bargaining.
Our permanent workers are free to join a union at their
workplace. Chart 6.11 provides union membership details for
the five provinces which account for approximately 70% of our
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GAR and all its subsidiaries see the training of our employees
as an investment that benefits both employer and employee.
Our training and development programmes range from technical
training to managerial and leadership training and are specifically
tailored to develop the full potential of our employees. Chart
6.12 is our comprehensive learning portfolio.
Total spending on training and development in 2011 was Rp40.33
billion (US$4.59 million), an increase of approximately 30% from
2010.
We seek to give our management level employees two training
modules per year. In 2011, we conducted comprehensive
training programmes for them covering a broad range of topics
from compulsory training to special programmes such as RSPO
certification. More than 3,500 management level employees
from our upstream operations received training during the year.
Overall, the average training hours per employee from this
category is about 13 hours.
Our training and development programmes are delivered
through both formal and informal training. Our formal training
curriculum is delivered by six modern Regional Training Centres
located throughout Indonesia: three in Sumatra (Padang Halaban
Training Centre, Sungai Rokan Training Centre and Ujung Tanjung
Training Centre); two in Kalimantan (Sungai Rungau Training
Centre and Batu Ampar Training Centre) and one in West Java
(Nirmala Training Centre).
Leadership and Management Training is conducted at
Nirmala Training Centre in Sukabumi, which is located in a tea
plantation next to Halimun Mountains National Park and Nature
Conservation Area in West Java.
Candidates are identified for further training and development
programmes based on merit. A management training course
is compulsory for employees who are being promoted to
management level. In 2011, we awarded postgraduate
scholarships to four employees. Such initiatives encourage
our employees to improve themselves for purposes of selfdevelopment and better job performance.

Labour Relations

Chart 6.12 Our comprehensive learning portfolio

Talented people
with good attitude
Strategic management programme
Compulsory

Technical

Soft skill

Special programme

Supervisory management
development programme

New executive
orientation programme
Leadership
Managerial
Personal

Others

Finance & accounting

Middle management development
programme

Agronomy

Leadership enrichment programme

Manufacturing

Executive development programme

Management
trainee

Basic management
development programme

Our shared values

Integrity

Positive
attitude

Commitment

We provided formal training to more than 2,300 clerical and
non-management employees. Many informal and instructional
training sessions are carried out on the job and hence not formally
recorded.

SECURITY GUARDS
The safety of our workers and their families is very important,
particularly in isolated rural areas. We employ security guards
for our operations in Indonesia to ensure that the plantations and
surrounding communities are secure.

Continuous
improvement

Innovation

Loyalty

All of our security guards are required to undergo a
comprehensive training programme which lasts 21 days
in total, provided by the Bhakti Manunggal Karya Centre of
Education and Training (“BMK”). Upon completion, they
receive a certificate from the Indonesian National Police. The
programme includes a human rights component as well as a
course on professional ethics. Our security guards do not carry
firearms. After basic training, they are equipped with security
enforcement devices such as batons, knives and handcuffs.
In 2011, 195 security guards were trained and certified by BMK.
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Social and Community Affairs

As one of the largest plantation companies in Indonesia,
operating largely in rural and remote areas, we not only play an
active role in the well-being of our employees, but also in the
wider communities where we operate.
We believe that the cultivation of oil palm is an effective way to
create jobs and alleviate poverty, and hence has the potential to
empower people to secure a better livelihood for themselves
and future generations. We provide employment for about
157,000 people in Indonesia, of whom 41,000 are permanent
employees, 64,000 are smallholders and 52,000 are casual
workers on plantations.
For us, community acceptance and support are the foundation for
our sustainable growth. Developing good community relations is
central both to our business and our aspirations of contributing
to the economic and social development of Indonesia.
Our social and economic impacts are spread across the full
breadth of our value chain: from the production of palm oil to
the manufacturing and sale of products, and then through to
the wider community. Our initial socio-economic impacts are
employment generation and creation of demand for support
services in our operations, which results in the engagement of
suppliers and contractors. These are direct impacts on the lives
of those engaged in our operations. However our social and
community programmes have even wider impacts on society, as
does the effect of the economic multiplier process and the use of
our products by our business customers and brand consumers,
as shown in Chart 7.1. Elaborations on some of our social and
community programmes can be found later on in this section.

Chart 7.1 The scope of the economic and social impacts
of our business
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In collaboration with The Forest Trust (“TFT”), we launched a
Social and Community Engagement Policy (“SCEP”) in November
2011 to ensure that our palm oil operations improve the lives of
the communities they impact. The SCEP guides and shapes the
Company’s decisions in engaging with communities.
Core to our SCEP is a commitment to ensure:
a) Free, Prior and Informed Consent of indigenous people and
local communities;
b) Responsible handling of complaints;
c) Responsible resolution of conflicts;
d) Open and constructive engagement with local, national and
international stakeholders;
e) Empowering community development programmes;
f) Respecting human rights;
g) Recognising, respecting and strengthening the rights of its
workers; and
h) Compliance with all relevant laws and internationally
accepted certification principles and criteria.
GAR has committed to taking a multi-stakeholder approach
toward developing and implementing the SCEP. The Company
has engaged NGOs and other stakeholders such as Greenpeace
to provide inputs to the policy. The SCEP involved consultations
with the Government of Indonesia and local stakeholders,
like local NGO Yayasan Dian Desa, which were facilitated by
Indonesian NGO, LINKS.
Since the launch of the policy, we have been working with TFT to
review all our existing SOPs relating to the SCEP and to develop
an action plan to incorporate the findings and recommendations
into the SOPs. Together with TFT, we are also developing new
guidelines and capacity building in areas such as mediation,
conflict management and participatory CSR planning to facilitate
the successful implementation of the SCEP on the ground.

Upstream
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We believe that our SCEP principles will help us develop more
active engagements and good relations with the community that
are mutually beneficial. We expect to be judged by how well we
live them out and will report our progress in future reports.

EMPOWERING THE COMMUNITY
Our community engagement strategy is to mobilise stakeholders
such as local communities, government bodies and our
financial resources. Wherever we operate, our social activities
will continue to focus on the empowerment of surrounding
communities, which range from education to healthcare and
disaster relief, with the goal of helping them to flourish in a
harmonious and healthy environment.
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Multi-stakeholder approach to conflict resolution
As part of our SCEP, we commit to actively promote and support the
responsible and peaceful resolution of any conflicts involving GAR
operations. This will include working with relevant stakeholders to
ensure that conflicts are resolved through a process that is agreed
upon by all relevant parties involved.
We have been collaborating with TFT on a peaceful resolution
of a case in Karang Mendapo, Jambi. Since 2001, our subsidiary
PT Kresna Duta Agroindo (“KDA”) has, in partnership with the
cooperative Tiga Serumpun (“TSRA”), managed plasma plantations
of eight villages under the cooperative credit scheme (“KKPA”)
there. KKPA regulates that the partnership between smallholders
and oil palm companies be facilitated through a cooperative.
Under KKPA, a cooperative must be instituted by smallholders
to administer and operate the plantations on their behalf. KKPA
obliges the participating smallholders to entrust their land to the
partner company, which will manage the plantations with funding
from banks. According to the national banking regulation, a bank’s
loan can only be granted to the cooperative if a company agrees
to be the guarantor for the cooperative. The bank’s funding is
directly disbursed to the cooperative for the development of the
smallholders’ plantations. The smallholders will return the credit
support from banks through a regular procurement contract of
their oil palm fruits with the partner company.
This cooperation is specifically arranged in a plasma partnership
agreement between the company and the cooperative representing
the smallholders. Both the company and the smallholders are
mutually obliged to the procurement and sales of the oil palm
fruits within the designated plantations. The procurement price
is determined by the government and is published on a weekly
basis. The payment made by the company is managed by the
cooperative which distributes the revenue to the smallholders.
In October 2008, disputes between TSRA and a group of villagers
of Karang Mendapo (the “Group”) arose when the Group

We continually develop and promote a range of community
development programmes in education, healthcare, social and
economic empowerment as well as supporting cultural and
religious activities. We also encourage our employees to take an
active role in serving the community.
Educating the next generation
Education is a pillar of our community development programmes.
We see education as a key to unlocking the potential of Indonesia
and as an effective way to break the poverty cycle that affects
many of its people.
Through our education programmes, we also support the
Government of Indonesia’s human resource development efforts
in building a high quality human capital.
To date, we have established 198 schools that employ 1,774
teachers and educate 33,195 students, ranging from kindergarten
to junior high. In support of the nine years of compulsory
education as stipulated by the Indonesian Ministry of Education,
we have ensured that each estate has educational facilities for
kindergarten to sixth grade schooling and every region a junior
high school that adequately meets the needs of our employees
and the local communities.
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harvested oil palm fruits in the disputed plantation managed by
KDA. These on-going self-regulating actions by the Group are
contrary to the plasma partnership agreement, which the villagers
as the cooperative’s members are obliged to adhere to. The
conflicts escalated in February 2011 when a clash between the
Group and the local police resulted in injuries among the Group.
GAR decided to play an active role in facilitating a peaceful
resolution with a holistic approach that involves all stakeholders,
including the local government, civil society organisations, and
local stakeholders. GAR recognises the urgency to resolve the
conflict amicably and engaged TFT to help in the mediation
process. In addition, the loan payment from the disputed land
has stopped since October 2008. As the credit guarantor for the
TSRA, GAR has to continue to pay the on-going loan payment and
the interest to the bank for the account of TSRA.
TFT facilitated a series of seminars and consultations involving
stakeholders to clarify concerns of each party and ensure that a
common understanding on the national policies and principles
related to the plasma partnership were reached. On 14 October
2011, the Karang Mendapo leadership, TSRA, and KDA signed
a resolution with an action plan for mutual cooperation. This
includes the full delivery of the oil palm fruits harvested in Karang
Mendapo to KDA and the transfer of technology and knowledge
on best agronomy practices. Since this mediation, all parties
have been meeting regularly to work towards the successful
implementation of the agreed action plan on the ground.
GAR firmly believes in the multi-stakeholder approach towards
dispute resolution and conflict prevention. We will continue to
provide support to authorities and other relevant parties, and to
pursue a no-violence approach in all our operations. Key to the
peaceful resolution is that all parties in this partnership need
to comply with the national rules and regulations, respect the
partnership agreement, and recognise the rights and obligations
of the partners.

Children of our employees and casual workers living in the estate
receive free education from kindergarten to junior high school
and heavily subsidised higher education. In the wider community,
children living around our estates receive heavily subsidised
education at all levels.

Chart 7.2 Our school portfolio
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Chart 7.3 Schools established by GAR (2009-2011)
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To further encourage our employees and local communities
to send their children to school, we provide free school bus
services for all students.
Sekolah SMART programme
Our investment in educating the young also includes free
training and teaching materials for our teachers. Sekolah SMART
(SMART school), our strategic collaboration with Eka Tjipta
Foundation (“ETF”), is a quality improvement programme for
schools located in our plantations. Its main aim is to prepare
these schools for the National Standard School Certification
from the Indonesian Ministry of Education. The programme also
aims to create schools that combine ethics and academics to
foster character development and care for the environment.
Sekolah SMART focuses on quality training for teachers,
school management and community involvement. Participating
teachers receive instructions on pedagogical approaches to
school principal leadership and capacity building.
As of 2011, Sekolah SMART’s programme has been implemented
in 17 elementary schools and three junior high schools in Central
Kalimantan. We plan to roll the programme out to at least six
other schools in Central and West Kalimantan in 2012.
Rumah Pintar programme
In mid-2011, GAR started building Rumah Pintar (Smart House) in
some of our concessions, in support of the programme initiated
by Indonesia’s First Lady, Mrs. Ani Bambang Yudhoyono, who is
a member of Solidaritas Istri Kabinet Indonesia Bersatu (Solidarity
of Spouses of United Indonesia Cabinet).
Children can access a variety of books at Rumah Pintar

The goal of Rumah Pintar is to improve the quality of the
Indonesian people through the empowerment of children,
mothers and other community members, in order to create
educated and prosperous communities throughout Indonesia.
Each Rumah Pintar is designed as a community learning centre
focusing on early childhood education, education of women in
empowerment activities and nurturing of family health. It comes
with a library, a play room and arts and culture corner, and is
equipped with computers and multimedia stations.
All 23 Rumah Pintar across our plantations in Indonesia have
been constructed and they will be officially launched in the
second half of 2012.
Scholarship programmes
We fund five scholarship programmes and a fellowship. In 2011,
we spent more than Rp5.1 billlion (US$0.58 million) on these,
benefitting more than 400 students.
SMART Diploma

We fund the SMART Diploma, a scholarship jointly administered
with the Palm Oil Vocational Programme of Bogor Agricultural
University, the most prominent agricultural university in
Indonesia. The diploma equips students to be employed in the
growing oil palm industry and also provides foundation skills for
careers in the agriculture industry. This diploma is open to our
employees as well as students who reside in the vicinity of our
operations. Recipients are granted a full scholarship, including
living expenses during the academic year. In 2011, a total of

70 students were awarded scholarships. Since its inception in
2007, 387 students have been awarded the SMART Diploma.
SMART Engineer

SMART Engineer was initiated in 2009, in collaboration with the
Institute of Agricultural STIPER Yogyakarta of Palm Oil Industrial
Engineering Programme (“INSTIPER”). This scholarship
programme has 92 participating students. Graduates are
guaranteed jobs in our mills.
Since 2011, we have been collaborating with Bandung Institute
of Technology and Science on a scholarship scheme for the palm
processing technology diploma programme. Upon graduation
from this programme, scholars will be directly employed as mill
assistants. There are 16 students in the first batch.
Tjipta Pemuda Bangun Palma

The Tjipta Pemuda Bangun Palma scholarship programme for
undergraduates was launched in 2010 in collaboration with ETF,
INSTIPER and University of Tadulako, Central Sulawesi. Since its
inception, 58 students have received funding for their education
and living costs.
SMART Artha Widya Fellowship Programme

Through the SMART Artha Widya Fellowship Programme, we
provide research grants for final year undergraduate students
who are doing research on promoting sustainable oil palm
cultivation and environmental management.
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Tjipta Guru Scholarship

In 2011, we launched the Tjipta Guru Scholarship, our latest
collaboration with ETF. The objective of the scholarship
programme is to encourage bachelor’s degree holders to take up
teaching in private companies or foundations. The scholarship is
awarded to students with educational degrees all over Indonesia.
So far, 18 scholarships have been awarded.
We also have an ongoing scholarship scheme with the Tzu Chi
Foundation for needy students who perform well academically.
Under this scheme, 238 students from elementary school to
university level received funding for their school fees in 2011.
Healthcare
We believe that access to basic medical care is a basic human
right. According to the World Bank, the number of physicians per
1,000 people in Indonesia is 0.3. This number is low compared
with India’s 0.6 physicians per 1,000 people and China’s 1.4,
five times higher. The figure is much lower in remote areas in
Indonesia with limited infrastructure and accessibility, where
there is less incentive for doctors to be located. Most of GAR’s
operations are in such areas, with the number of physicians per
1,000 people estimated to be only 0.13.

Eye check-ups for almost 24,300 students and teachers in
Bangka, Jogjakarta, Central Kalimantan, East Kalimantan,
South Kalimantan and West Java, where more than 5,100
people were provided with free spectacles;
Surgery for about 270 patients with conditions such as cleftlip, hernia, cataracts and tumours; and
Health education and awareness programmes for women
on pregnancy, breast-feeding and children’s health for more
than 4,600 mothers in North Sumatra.
Promoting small and micro enterprises
Apart from our employees, many more people depend
indirectly on our plantations for their livelihood. For example,
GAR helps to develop micro-economies near our estates by
using local transporters to move our products, and engaging

Despite these challenges, we have built healthcare facilities
in most of our estates and staff them with qualified medical
professionals to serve the local communities. To date, we have
established 130 clinics and have mobilised 224 medical personnel
to provide free and subsidised treatment for about 860 patients a
day or about 300,000 a year. More data on our healthcare facilities
can be found in our Labour Relations section.
In addition, we regularly work with Tzu Chi Foundation to
provide healthcare services in selected areas of our operations.
These services are organised by our employee volunteers and
are funded by donations from our employees and the Company
to Tzu Chi Foundation.
Our initiatives in 2011 included:
Free medical and dental services for approximately 5,600
patients in Jambi, Lampung, Riau, South Kalimantan and
West Kalimantan;

'DXG'KDUVRQR ULJKW 3UHVLGHQW'LUHFWRURI60$57UHFHLYHGWKH&HUWLÀFDWH
of Recognition from Syarifuddin Hasan (left), Minister of Local Cooperatives,
Small and Medium Enterprises

Medical aid for the community
In January 2011, Tabah Arya, the son of Edie Mulyana who operates
the power generator at Terawan Estate in Central Kalimantan, was
referred to Jakarta with a case of cleft-lip and palate deformity by
the estate doctor. The doctor noticed that Tabah had blue fingernails,
and referred him to Cengkareng Hospital for an echocardiography.
The doctor there found a leak in Tabah’s heart. He was immediately
referred to the National Cardiovascular Center Harapan Kita.
On 17 February 2011, Tabah underwent heart surgery. His cleft-lip
operation took place on 15 May 2011 and his palate surgery was
conducted on 1 November 2011.
Tabah’s condition before and after the cleft lip and palate surgery
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local contractors for land preparation and planting. Please see
the Supplier Relations section for an example of how we help
support the local tailor industry.
This empowerment, development and partnership with small
and micro enterprises in GAR is aligned with the Indonesian
Government’s 4P’s programme, which is pro-poor, pro-job, progrowth and pro-environment.
We also help empower oil palm smallholders under the plasma
scheme, as well as village cooperatives (Koperasi Unit Desa or
KUD) and oil palm smallholder cooperatives (Koperasi Petani
Sawit or KOPSA).
As of 2011, GAR had conducted small and micro enterprise
empowerment programmes in 63 districts and 10 provinces in
Indonesia. GAR is committed to continuing this in order to support
Indonesia’s sustainable economic development, especially for
the local communities living in the vicinity of our operations.

Our key partners in community initiatives

Eka Tjipta Foundation
Eka Tjipta Foundation (“ETF”) was founded in 2006
by the family of Eka Tjipta Widjaja. The Foundation’s
mission is to improve the quality of life, welfare and
independence of the community, contributing to nation
building in a sustainable manner. It is independent of
the Company but works mainly in conjunction with
communities where the Company has a presence.
ETF focuses on two key areas of development, namely
education and the environment. In particular, it is one
of the major scholarship providers in Indonesia. SMART
and ETF have been collaborating very closely as
strategic partners in philanthropy and corporate social
responsibility, particularly in programmes to provide a
better future for Indonesia.

Our commitment earned SMART a Certificate of Recognition
from the Ministry of Cooperatives and Small and Medium
Enterprises in 2011, for engaging and empowering local
cooperatives, small and micro enterprises through SMART’s
corporate social responsibility programme.

Tzu Chi Foundation
Tzu Chi Foundation was established in 1966 in Taiwan,
and has been contributing to social and community
services, medical care, education and humanism in
Taiwan and around the world.

ENGAGING OUR EMPLOYEES IN THE COMMUNITY

Tzu Chi Foundation set up its Indonesian branch in
1994, and is now present in many cities in the country.
On 25 May 2004, Tzu Chi and the Company made a
commitment to work together to care for the people
of Indonesia in the four areas of charity, healthcare,
education and culture. It is through this cooperation that
GAR Indonesia’s employees have displayed their sincere
spirit for and dedication to the community.

In addition to developing our people, we continue to engage
and mobilise our staff for various causes in the community. For
example, we seek to meet the needs of our employees and the
people living near our operations, by:
Building and maintaining public infrastructure such as roads,
bridges, and places of worship like mosques and churches;
Providing the facilities and know-how to run cooperatives
that ensure basic necessities are available at affordable
prices;
Constructing well-built dwellings and health, education and
sporting facilities; and
Providing financial help for communities to celebrate festive
and religious events.
One of our key community initiatives is Operasi Pasar (Market
Operation), under which we sell our branded cooking oil at
a subsidised rate in the rural and underdeveloped areas of
Indonesia. We sold more than 285,000 litres of subsidised
cooking oil under this programme in 2011. For more details,
please see the Consumer Relations section.

As part of our humanitarian efforts, we also mobilise employees
and tenants at our corporate headquarters in Jakarta to
participate in regular blood donation drives for the Indonesian
Red Cross. About 1,050 donors responded in 2011.
Our employees are encouraged to make regular donations
to the Tzu Chi Foundation. In 2011, 6,850 of our employees
participated in the monthly donation programme. All donations
collected were managed by a dedicated team and this team
was responsible for allocating them to fund various causes such
as scholarships for under-privileged students and the provision
of free medical services in remote areas.
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The economic, social and environmental impacts of our business
can be felt through our own operations as well as those of our
suppliers. In this section, we focus solely on suppliers who
support our upstream and downstream businesses in Indonesia.
Our upstream suppliers support our plantations and mills, while
our downstream suppliers support our refinery plants and kernel
crushing plants (“KCP”). Among upstream and downstream
suppliers alike, there exists a diversity of firms, ranging from
small, local suppliers, to larger nationwide businesses.
Overall, 60% of GAR Indonesia’s revenues are spent on suppliers
(see Chart 2.14 in the About GAR section). Hence, there is a
huge impact in terms of small business development and job
creation, which we are unable to quantify at present.
We recognise the importance of maintaining and developing
good relationships with our suppliers. We select our suppliers
based on a determined set of criteria that includes time of
delivery, quality and cost competitiveness.

rural areas of Indonesia. Over 99% of all supplier purchases by
our plantations and mills come from within Indonesia. Excluding
smallholder raw materials providers, our plantation operations
have approximately 3,900 suppliers. The large majority of these
are small businesses as Chart 8.1 shows.
About 89% of these suppliers are located close to our operations
in less developed areas of Sumatra, Kalimantan and Papua,
and are an important part of local economic development.
In 2011, our plantation division spent almost Rp6.13 trillion
(approximately US$697 million) on raw materials, goods and
services bought from local suppliers surrounding our estates.
Chart 8.2 shows the three main categories of expenditure: fresh
fruit bunches (“FFB”) from smallholders and third parties, estate
related expenditure such as transport expenses, and mill-related
purchases such as transport expenses and spare parts.
Chart 8.3 shows estate and mill expenditure on major items
such as food, fuel and tires, material, spare parts and services,
as well as tools and consumables.

SPENDING ON UPSTREAM SUPPLIERS
The impact on our supplier spending is most significant in the

Chart 8.1 Number of suppliers by contract size in 2011 (Rp)

Chart 8.2 Local spending on plantation suppliers in 2011
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Chart 8.3 Estate and mill expenditure by major items
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Chart 8.4 Location of downstream suppliers relative to operations

Chart 8.5 Breakdown of major expenditure items
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SPENDING ON DOWNSTREAM SUPPLIERS
This year, we are able to report on our downstream suppliers
(excluding CPO and PK suppliers), who support our refining and
manufacturing businesses that produce finished products for the
bulk and consumer markets. Our refinery and KCP operations
have approximately 6,130 suppliers. Most of these are small and
medium-sized businesses, and as Chart 8.4 shows, about 83%
of these suppliers are located close to our operations in Jakarta,
Surabaya (East Java), Medan (North Sumatra), Tarjun (South
Kalimantan), and Lampung (South Sumatra). In 2011, our refinery
and KCP operations spent almost Rp463 billion (approximately
US$52.7 million) on goods and services from local suppliers.
Chart 8.5 shows the breakdown of expenditure on major items.

OPEN PROCUREMENT AND FAIR TREATMENT
OF SUPPLIERS
Suppliers are important stakeholders in our business. From their
point of view, they want the Company to be transparent in its
selection process, to treat them fairly once selected and, on
some occasions, to help them be successful and effective in
providing goods and services to the Company. From the point

Packaging material
Energy
Chemical material

Spare parts
Others

of view of the wider society, particularly the Government, it is
important to show that all our contracts are in compliance with
national laws and our stringent ethical standards.
Our supplier selection is conducted in a transparent and open
manner. To qualify, all suppliers have to meet the same basic
criteria of legal and commercial requirements of:
UÊi}>ÊV«>Vi]ÊÜÌ ÊÊ«i`}Êi}>ÊÃÃÕiÃÆ
UÊ />ÝÊ V«>Vi]Ê VÕ`}Ê Ì>ÝÊ `iÌwÊV>ÌÊ >`Ê 6>ÕiÊ ``i`Ê
Tax (“VAT”) registration certification;
UÊ iÀÌwÊV>ÌÊvÊ «iÌiViÊvÀÊÌ iÊÌÞ«iÊvÊLÕÃiÃÃÊÌ iÞÊ>ÀiÊ
conducting.
Once entered into our supplier database, the procurement
process is very transparent. At least three qualified suppliers are
invited to tender for purchases above Rp1 billion, and a formally
constituted Tender Committee makes the decision to award
the contract based on price, quality and delivery capacity. The
Tender Committee is comprised of representatives from Central

Developing entrepreneurship and organisational skills in the community

In Siak, Riau province, GAR helped the local tailors form a cooperative
and guided them on how to run the cooperative as a business entity.
We provided information on where and how to source materials in a
cost-effective manner. Our estate provides the design and material
specifications for each type of uniform (for security guards, engineers,
operators, etc.) and instructions on how to distribute orders among the
cooperative members. If needed, we also supply fabrics and/or material
to the cooperative to help members conserve their working capital.
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Procurement, Business Control Division and the operating units
within the purchasing unit.
We seek to treat our suppliers fairly and ethically, particularly with
respect to the prompt payment of bills. Unless otherwise agreed,
our payment terms are within 30 days of receipt of a complete
and proper invoice, which includes VAT tax form and completion
of works or goods received notice. When a supplier presents the
invoice at our Head Office or regional office, our treasury officer
checks for the completeness of the documentation and informs
the supplier if any documents are missing or inaccurate, so that
the supplier can make the necessary corrections promptly and
resubmit the documents. If the invoice is complete and accurate,
our treasury officer provides a payment advice slip stating when
payment will be made. We generally meet the 30-day deadline,
and should any supplier inform us of delayed payment, we follow
up quickly.
In rural areas, we make provision to help small suppliers with
their cash flow, by giving them cash advances for certain types of
projects. This helps overcome any shortages of operating capital
that they may face.

PROMOTING COMPLIANCE WITH LAWS
AND REGULATIONS
We provide guidance to our small suppliers and contractors to
help ensure proper documentation, invoicing and, if necessary,
appropriate tax forms. We conduct training to help local

contractors understand the national tax requirements and
encourage them to be a registered tax entity as required by law.
If needed, staff are assigned to work with the local contractors
to ensure that they prepare the invoicing documents fully and
accurately as required.
Our contract terms specify that suppliers must respect Indonesian
labour laws. If a supplier is found to have breached Indonesian
laws, including labour laws such as adopting proper health and
safety standards, their contract is immediately terminated.
As we move towards higher standards of sustainability, we
are conscious that we must take our suppliers with us on
this journey, and we are committed to working with them to
ensure that they adopt the appropriate social and environmental
standards. Increasingly, we are working with our suppliers to
encourage environmentally friendly practices, such as the proper
collection and recycling of empty grease and oil containers where
possible.

CAPACITY BUILDING
As a large business, GAR assists the economic development of
Indonesia by actively helping to improve the production capacity
of small and medium-sized businesses in the country. This
approach is encouraged by the Government as part of the national
strategy to develop enterprise and employment. We fully support
this goal, which also helps us to obtain the range and quality of
goods and services we require, particularly in remote areas.
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Chart 9.2 Revenue by geographical location in 2011

Our customers are either traders or businesses that buy our
products in bulk, as opposed to consumers that buy our branded
products for domestic use. Traders buy various volumes of bulk
product to market to a wide range of users, while customers like
Nestlé and Unilever, purchase our products for specific uses to
make secondary products. Palm oil is made available to these
customers in packs ranging from one to 20 cubic metres in
size.
Our customers have a wide range of uses for our products of
palm oil, palm kernel oil, palm kernel meal and oleochemicals
such as glycerine and methyl esters. Chart 9.1 shows some
of these uses, though we may not have full knowledge of how
our products are ultimately used, especially those sold through
bulk traders. On the other hand, we have direct relations with
industrial customers like Nestlé; in such cases, we know more
about how our products are used and may work with these
customers to meet their specific needs.
Chart 9.2 shows our revenue in 2011 based on the geographical
location of our customers. About 96% of our customer revenue
comes from Asia but a certain volume of our products is sold in
Europe and beyond. Our sales are mainly through traders as well
as multinationals buying locally in Indonesia and then shipping
products to their affiliates around the world.
In 2011, SMART received the Primaniyarta, the Indonesian Export
Award, from the Ministry of Trade of Indonesia for the second
year in a row. The award was in the category for Extraordinary
Performance.

MANAGING THE TRADE WITH CUSTOMERS
The wholesale trade of palm oil is facilitated by buyers, brokers
and traders. At GAR, our traders meet brokers who introduce

Europe & others
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Rest of Asia
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China
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Indonesia
10.8%

India
13.9%

us to buyers of our palm products. In certain cases, our traders
approach buyers on their own, depending on their relationship
with the companies and individuals involved. The financial status
of the buyers is then assessed to ensure that they are credible
and financially solvent. The negotiation phase starts soon after,
with us using either the spot or forward market price for the
transaction or a specific price formula if the buyer is interested
in a long-term contract with us. As Chart 2.10 in the About GAR
section shows, the price of palm oil has fluctuated considerably
over the past five years, and this is the key factor affecting price
negotiations with customers.
After all negotiations are completed and the contracts are
concluded, we start nominating the vessels needed to transport
our palm oil to their final destinations, and the buyers provide
letters of credit if needed. Depending on the payment scheme
and contract, the oil is shipped out either by us or the buyer.

Chart 9.1 Uses for palm products
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UÊ-Õ}>ÀÊVviVÌiÀÞ
UÊ/iÝÌiÊÃ
UÊ6i}iÌ>LiÊ} ii
UÊ6Ì>Ã

Palm kernel oil
UÊ ÃVÕÌÊVÀi>Êv>ÌÃ
UÊ V>ÊLÕÌÌiÀÊÃÕLÃÌÌÕÌi
UÊ vviiÊÜ ÌiiÀÃ
UÊ ÃiÌVÃ
UÊViVÀi>
UÊÌ>ÌÊVÀi>
UÊ- >«
UÊ- ÀÌi}
UÊ-«iV>ÌÞÊv>ÌÃ
UÊ-Õ}>ÀÊVviVÌiÀÞ

Palm kernel meal

Oleochemicals
Glycerine
UÊ ÃiÌVÃ
UÊ Ý«ÃÛiÃ
UÊ`Ê«ÀÌiVÌÛiÊV>Ì}Ã
UÊ* >À>ViÕÌV>Ê«À`ÕVÌÃ
Methyl Esters
UÊ iÌiÀ}iÌÃ
UÊ ÕÃwÊiÀÃ
UÊÕLÀV>ÌÃ
UÊiÌ>Ê«ÀViÃÃ}
UÊ* >À>ViÕÌV>Ê«À`ÕVÌÃ
UÊ*>ÃÌVÃiÀÃ
UÊ*>ÃÌVÃ
UÊ/iÝÌiÊ«ÀViÃÃ}

UÊ>Êvii`
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Managing the storage and bulk distribution of palm oil products is
accomplished with the maximum concern for safety and product
integrity. We adhere to the ISO 9001:2008 Quality Management
System and the ISO 22000:2005 Food Management System.
Their requirements are integrated into our Standard Operating
Procedures, with all relevant monitoring and sampling processes
in place. In addition, on-site inspections may be carried out by
major customers such as Nestlé.
GAR is a member of the London-based Supplier Ethical Data
Exchange (“SEDEX”), a database of socially responsible
suppliers supported by a number of global multinationals like
Unilever, Nestlé and Kraft as they seek contacts and information
on suppliers based in developing countries that adhere to
internationally recognised sustainability standards.

ENGAGING WITH CUSTOMERS TO FIND SOLUTIONS
FOR SUSTAINABLE PALM OIL
In 2010, we reported that the Greenpeace campaign against
GAR was the most significant stakeholder issue facing GAR.
To address the issues raised by Greenpeace, we embarked on
a collaborative multi-stakeholder approach to find solutions to
produce sustainable palm oil. Key developments include our
major partnership with The Forest Trust (“TFT”) to implement
a Forest Conservation Policy (“FCP”) in February 2011 to help
address issues raised by Greenpeace (see the section on
Stakeholder Engagement).
In addition, we have been progressing in our RSPO certification
plans. To date, 58,144 hectares of plantations and seven mills
under our subsidiaries SMART and PT Ivo Mas Tunggal have
received RSPO certification. This certification brings GAR closer
to our overall target of obtaining RSPO certification for all our
palm oil operations (as of June 2010) by December 2015, a
target which we have engaged TFT to help us achieve.

As a result of these initiatives and supply chain measures that
we have undertaken, Nestlé resumed palm oil purchases from
the Company in September 2011, with Unilever following suit
in October 2011. We view this as an acknowledgement of our
ongoing sustainability commitments and efforts to find solutions
to produce palm oil in a sustainable, environmentally and socially
responsible manner.
In order to meet Nestlé’s Responsible Sourcing Guidelines
(“RSG”), which seek to eliminate deforestation in Nestlé’s
supply chain, we developed a joint action plan with TFT in late
2010 to ensure that our subsidiaries could meet their RSG
requirements. To ensure that oil delivered to Nestlé meets
the RSG requirements, the plantations supplying Nestlé were
subject to TFT’s assessments. SMART then implemented
innovative processes and supply chain controls to ensure that
the delivered oil is fully traceable from the supplying plantations,
through processing and transportation to the Nestlé factory in
Indonesia. This full traceability across the supply chain has been
further audited by Nestlé-appointed TÜV Rheinland Group, a
leading provider of technical services worldwide.
Chart 9.3 shows our differentiated supply chain for palm oil.
This total traceability represents an important milestone in our
journey towards sustainable palm oil production.
Our customers have indicated that they are encouraged by the
implementation of our FCP with TFT. We have continued to
engage our customers and stakeholders by sharing with them the
progress of our High Carbon Stock forest fieldwork conducted
under our FCP and other policies, such as our Social and
Community Engagement Policy and Yield Improvement Policy,
which are part of our holistic approach towards sustainability.

Chart 9.3 End-to-end segregation of palm oil from plantation to customer
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A key part of our business strategy is to be a vertically integrated
business, one that produces palm oil and ultimately sells it directly
to customers or consumers in the form of branded products.
Palm oil is a valuable part of the diet of hundreds of millions of
consumers around the world and we are increasingly growing
our consumer business at home and abroad.
Being vertically integrated helps the Company capture the
complete value of the raw materials, something developing
countries increasingly need to do, with all the wealth and job
creation that it implies. We are developing new markets for our
branded products in Asian markets such as the Philippines, and
further afield in Africa and South America. However, our main
markets remain Indonesia and, secondarily, China.
In Indonesia, the main use of palm oil is for cooking oil. The
market for branded oil is not very developed, and about 88%
of the cooking oil used by consumers is bought in unpackaged
bulk form, as Chart 10.1 shows. The Indonesian Government
wants to phase out the bulk purchase of cooking oil for a number
of reasons including hygiene, stability of prices of packaged
oil, accountability and to provide for the uniformity of sales tax.
The Government wants to achieve this goal by 2015, making
packaged and branded products like ours more important in the
marketplace.

Chart 10.1 Cooking oil sales in Indonesia
Bulk oil
88%

In September 2011, the Indonesian Government revised its
export tax regulation, providing more support to palm oil refined
product producers. Our strategy to expand downstream facilities
is in line with the Government’s policy to encourage higher valueadded products.
GAR currently has four refineries with a combined installed
capacity of 1.38 million tonnes of CPO per annum. Starting 2011,
we have invested to double our capacity by adding approximately
1.20 million tonnes per annum within the next two years.
Of our four existing refineries, three are accredited with ISO
22000 certification, an international recognition that our refined
products (including cooking oil, margarine and shortening) meet
food safety standards. Our newest refinery plant in Marunda,
North Jakarta, is working towards attaining ISO 22000 certification
in 2012.
During the year, we completed two new kernel crushing plants
(“KCP”) in Lampung and Kalimantan, which brought our total
kernel crushing capacity to 819,000 tonnes of palm kernel per
year.
Chart 10.2 shows how our downstream capacity has been
growing with consumer demand since 2006.

Chart 10.2 Growth in GAR’s downstream capacity (2006-2011)
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BRANDED PRODUCTS
Our branded products are produced to meet the needs of a
range of tastes and incomes among Indonesian consumers.
Chart 10.3 shows all the brands we sell in the Indonesian
market by product type. Our prominent cooking oil brands, Filma
and Kunci Mas, are among the leaders in Indonesia. They are
supported by nation-wide coverage with hundreds of distributors
and thousands of retailers.
Although the market is very competitive, we have achieved very
good growth. 2011 was another good year for our domestic
branded product sales, despite increasing input prices of CPO.
Our prudent and precise marketing strategy has successfully
grown our branded sales volume in Indonesia by 16% in 2011
compared to the previous year.
An important consumer initiative in early 2012 was the
partnership with Pengurus Besar Nahdlatul Ulama (“PBNU”), a
Muslim organisation, to introduce its own brand of cooking oil,
Bintang 9. Under a Memorandum of Understanding, PBNU buys
from us the palm oil that goes into making the cooking oil, and
subsequently distributes and sells the cooking oil themselves.
Targeted at PBNU members, Bintang 9 is designed to meet their
price and religious needs.
PBNU wants a product that can be sold to its members with
absolute quality, religious integrity and at an affordable price.
This product will also be one that members themselves can sell
with confidence and so will help generate income for both the
organisation and its members.
The second major consumer market for us is China, where like

Indonesia, we have several brands of cooking oil in the market
and also the capacity to sell over 5 billion packets of noodles.
We are expanding both our oil refining and soybean crushing
capacity to meet consumer demand, and developing new
consumer distribution channels to take our products to new
areas in China.

BRAND RECOGNITION
Trusted by Indonesian women for almost 25 years, Filma and
Kunci Mas are perceived as high quality cooking oils. For example,
Filma was voted the No. 1 Choice Brand in the Indonesian
Women’s Survey 2011 conducted by women’s magazine Kartini
and the Women’s Insight Centre.
Our industrial margarine and shortening products, Filma,
Palmboom, Menara and Goodfry, have also been well received
by the bakery, hotel, restaurant, café and catering industries for
more than 20 years.

COMPETITION LAW
In 2010 we reported that our Indonesian subsidiary SMART
was involved in a law suit with 19 other cooking oil companies
brought by the Business Competition Supervisory Commission
(“KPPU”), for allegedly breaching competition law, particularly
articles regarding oligopoly, cartel and price fixing practices.
We also reported that we were vindicated of the charge by the
District Court in February 2011 but KPPU decided to appeal to
the Supreme Court.
The Supreme Court, by its judgment issued on 25 November
2011, rejected the appeal by KPPU, implying that the decision of
the District Court is upheld and that we remain vindicated of all
relevant charges.

Chart 10.3 Key brands in Indonesia by product category
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Our cooking oil brands consistently rank in the top five
brands of cooking oil sold in Indonesia.

Our shortening brands consistently rank in the top ten brands
of shortening sold in Indonesia.
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Our margarine brands consistently rank in the top ten brands
of margarine sold in Indonesia.

Our specialty fat brands consistently rank in the top ten
brands of specialty fats sold in Indonesia.
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Our CEO and Chairman Franky O Widjaja handing out subsidised cooking oil as part of the Operasi Pasar outreach programme

CONSUMER PROTECTION AND ENGAGEMENT

COMMUNITY CONTRIBUTIONS

With regard to our own products, we have established complete
traceability through the packaging and bar code system. We
know where and when a product is manufactured and are clear
about the product’s expiry date. There were no product recalls in
2011, and we have not been cited for any issue of non-compliance
in product labelling or marketing activity; neither have we been
required to pay any fines for issues relating to consumer sales.

We recognise that the price of food staples for the poor is a
vital issue. As part of our efforts to assist the poor, we have
been running Operasi Pasar (Operation Market), a programme
that we initiated in Indonesia in mid-2007 when the prices of
commodities, especially cooking oil, started to increase. Under
this programme, we sell our branded cooking oil at a subsidised
rate (15%-25% lower than the market price) in the rural and
under-developed areas of Indonesia. Our community efforts
in 2011 included the sale of more than 285,000 litres of the
subsidised cooking oil, mainly in areas such as Jakarta, Lampung,
Medan, South Kalimantan and several cities in Java island. Since
the initiation of the project, we have distributed more than one
million litres of cooking oil through Operasi Pasar.

We provide care lines for our consumers to contact us with
feedback on our brands. We receive very few complaints each
year and none are considered health threatening. They tend to
be about oil going cloudy when refrigerated or the occasional
discolouration which can occur in margarine.
We continue to have our own programmes to educate consumers
about all our products, especially cooking oil, as persistent misuse
can impact the health of the consumer. By misuse we mainly
mean consumers re-using the oil too often such that its chemical
composition changes to the detriment of human health. Besides
informing consumers of these issues through our community
outreach programmes, we conduct frequent baking and cooking
demonstrations to educate consumers on the proper use of our
products.
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Health and Safety

ENVIRONMENTAL ISSUES
We are conscious that as our consumer business grows, we will
need to tackle its increasing impact on the environment. Most
important is the management of used packaging either through
recycling or the use of bio-degradable packaging. Many other
consumer goods companies face these issues. In 2011, we
began to explore the use of bio-degradable carton packaging for
our products, and we will detail our progress on this in future
reports.

Corporate Citizenship’s
Contribution to this Report

Corporate Citizenship was founded in 1996,
and is one of the largest and longest established
corporate responsibility and sustainability
consulting firms with offices in London and
New York. It has a wide range of experience
across different types of businesses and the
economic, social and environmental aspects
of their international value chains. It also has
extensive international experience working
with multinational and local companies in
North America, Europe, the Middle East, Asia
and Africa on their sustainability strategy,
practice and reporting.

David Logan
Co-Founder
Corporate Citizenship

Since 2010, Corporate Citizenship has
been advising GAR on key elements of its
sustainability strategy and has assisted the
Company with the production of this report.
It has helped set the framework for the
report, advising on reporting best practice
and standards, such as the Global Reporting
Initiative and AA1000, as well as the practical
challenges of collecting, verifying and
benchmarking the data to be presented to
stakeholders. The goal has been to provide the
reader with a report which meets international
standards in its coverage of all the Company’s
material sustainability issues; presenting them
in a clear and direct manner with the best
possible supporting data, such that the reader
can fully understand the business, its total
value chain, the nature of the sustainability
challenges it faces and how it is responding to
them.
The Co-Founder of Corporate Citizenship,
David Logan, has over 30 years of experience
in the field around the world. He has led the
work, and his commentary on the report is as
follows:

“This is GAR’s second sustainability report,
and as such is a positive, incremental
improvement on its first one. Based on a
proactive system of stakeholder engagement,
systems are now in place to engage with
stakeholders, address their concerns and give
a comprehensive account of the company’s
performance on key sustainability issues.
The governance, values and structure of
the company are clearly set out, and the
complete value chain of the business is fully
described; with sustainability issues from
plantation management to manufacturing,
sales and consumption being addressed.
The most material sustainability issue the
company has faced in recent years, has been
its impact on the forests of Indonesia and the
wider global environment. The Stakeholder
Engagement section sets out in detail how
GAR has responded to this challenge, with
clear indications of stakeholder responses
and the company’s future policy. At the same
time, the company’s current environmental
performance is addressed in commendable
detail in the sections on Managing
Sustainability in Our Plantations and Research
and Development.
The economic data presented is wide ranging
and of good quality. The social data in relation
to employees and the wider community give
the reader a clear indication of the company’s
economic and social impact in society, as
does the section on suppliers. Customers and
consumers are not neglected; in future reports
more information could be usefully provided
on sustainable consumption. Perhaps the
big next step in reporting for the company
will be to have future reports independently
verified.”
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GRI Reference Table
Corporate Citizenship confirms that in its view GAR’s Sustainability Report 2011 meets the requirements of
Application Level B.

COLOUR KEY

ABBREVIATIONS

Company profile disclosures

Fully meets GRI detailed requirements

AR2011 GAR Annual Report 2011

Management approach disclosures

Addresses but does not fully meet GRI
detailed requirements

SR2011 GAR Sustainability Report 2011

Core performance indicators
Additional performance indicators

GRI G3 Guidelines

Level of
Reporting

Comment

1.1

Statement from the CEO

Chairman’s Statement pages 2-3 SR2011

1.2

Description of key risks and opportunities

Group Financial Risks given at Note 4 pages 23-27 of Consolidated Financial
Statements AR2011;
For non-financial risks, see Risk Factors pages 40-41 SMART Annual Report
2011. The following risks are discussed:
1. Fluctuations in the pricing of our products
2. Revocation or restriction of land rights granted by the Indonesian
Government
3. Poor weather conditions
4. Dependency on retaining key personnel and attracting additional
qualified persons

2.1

Name of reporting organisation

Golden Agri-Resources Ltd

2.2

Primary brands products and/or services. The reporting organisation
should indicate the nature of its role in providing these products and
services, and the degree to which it utilises outsourcing

Indonesia Operations and China Operations pages 14-17 AR2011;
Consumer Relations page 61 SR2011

2.3

Operating structure of the organisation and major divisions, operating
companies, subsidiaries and joint ventures

Group Companies Note 43 pages 60-70 Consolidated Financial Statements
AR2011;
Chart 2.3 Corporate Structure of GAR page 5 SR2011

2.4

Location of organisation’s headquarters

c/o 108 Pasir Panjang Road, #06-00 Golden Agri Plaza Singapore 118535

2.5

Number of countries where the organisation operates, and the names
of the countries with either major operations or that are specifically
relevant to the sustainability issues covered in the report

Group Companies Note 43 pages 60-70 Consolidated Financial Statements
AR2011;
About GAR page 5 SR2011

2.6

Nature of ownership and legal form

Limited company incorporated under law of Mauritius

2.7

Markets served (including geographical breakdown, sectors served,
types of customers/beneficiaries)

Customer Relations pages 57-58 SR2011

2.8

Scale of reporting organisation, including number of employees, net
sales (for private sector organisations) or net revenues (for public
sector organisations, total capitalisation broken down in terms of debt
and equity (for private sector organisations); and quantity of products
and services provided. Companies are encouraged to provide further
information such as total assets and breakdowns by country/region
of sales/revenues by country/region that make up 5% or more of total
revenues/costs and employees

Information throughout pages 7-8, 14-17 AR2011;
Charts throughout About GAR pages 5-8 SR2011;
Charts regarding Employees page 39 SR2011;
Chart 9.2 Revenue by Geographical Location page 57 SR2011;

2.9

Significant changes during the reporting period regarding size,
structure or ownership, including: the location of, or changes in
«iÀ>ÌÃÊVÕ`}Êv>VÌÞÊ«i}Ã]ÊVÃ}ÃÊ>`ÊiÝ«>ÃÃÊ>`Ê
changes in the share capital structure and other capital formation,
maintenance and alteration operations

None
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COLOUR KEY

ABBREVIATIONS

Company profile disclosures

Fully meets GRI detailed requirements

AR2011 GAR Annual Report 2011

Management approach disclosures

Addresses but does not fully meet GRI
detailed requirements

SR2011 GAR Sustainability Report 2011

Core performance indicators
Additional performance indicators

GRI G3 Guidelines

Level of
Reporting

Comment

2.10

Awards received in the reporting period

Awards Won page 13 SR2011

3.1

Reporting period for information provided

Calendar year 2011

3.2

Date of most recent report if any

2010

3.3

Reporting cycle

Reporting Cycle Inside Front Cover SR2011

3.4

Ì>VÌÊ«ÌÊvÀÊµÕiÃÌÃÊÀi}>À`}ÊÌ iÊÀi«ÀÌÊ>`ÊÌÃÊVÌiÝÌ

Page 72 SR2011

3.5

Process for defining report content, including determining materiality,
prioritising topics within the report and identifying the stakeholders
Ì >ÌÊÌ iÊÀ}>Ã>ÌÊiÝ«iVÌÃÊÌÊÕÃiÊÌ iÊÀi«ÀÌ°ÊVÕ`iÊ>ÊiÝ«>>ÌÊ
of how the organisation has applied the Guidance on Defining Report
Content and the associated principles

Scope, Reporting Standards, Inclusivity, Materiality, Responsiveness
Inside Front Cover SR2011

3.6

Boundary of the report (e.g. countries, divisions, subsidiaries, leased
facilities, joint ventures, suppliers). See GRI Boundary Protocol for
further guidance

Scope Inside Front Cover SR2011

3.7

State any specific limitations on the scope of the report. If boundary
and scope do not address the full range of material economic,
environmental, and social impacts of the organisation, state the
strategy and the projected timeline for providing complete coverage

All material issues addressed

3.8

Basis for reporting on joint ventures, subsidiaries, leased facilities,
outsourced operations, and other entities that can significantly affect
comparability from period to period and/or between organisations

Scope Inside Front Cover SR2011

3.9

Data measurement techniques and the bases of calculations,
including assumptions and techniques underlying estimations applied
to the compilation of the indicators and other information in the report.
Ý«>Ê>ÞÊ`iVÃÃÊÌÊÌÊ>««Þ]ÊÀÊÌÊÃÕLÃÌ>Ì>ÞÊ`ÛiÀ}iÊvÀ]ÊÌ iÊ
GRI Indicator Protocols

Some estimated data (Chart 4.7 Recycling of Waste (Estimate Values))
page 24 SR2011;
Chart 6.5 Estimated Total Benefit Value Per Employee in 2011 page 41 SR2011

3.10

Ý«>>ÌÊvÊÌ iÊivviVÌÊvÊ>ÞÊÀiÃÌ>ÌiiÌÃÊvÊvÀ>ÌÊ«ÀÛ`i`Ê
in earlier reports, and the reasons for such restatement (e.g. mergers/
acquisitions, change of base year/periods, nature of business,
measurement methods)

Chart 6.11 Healthcare Provisions Available in Our Plantations (2010-2011)
page 43 SR2011

3.11

Significant changes from previous reporting periods in the scope,
boundary or measurement methods applied in the report

None

3.12

,Ê ÌiÝÌÊ`iÝÊ/>LiÊ`iÌvÞ}ÊÌ iÊV>ÌÊvÊÌ iÊ-Ì>`>À`Ê
Disclosures in the report. Identify the page number or weblinks
where the following can be found: Strategy and analysis 1.11.2; Organisational profile 2.1-2.10; Report parameters 3.1-3.13;
Governance, commitments and engagement 4.1-4.17; Disclosure of
management approach per category; Core performance indicators;
Any additional GRI indicators that were included; any GRI sector
supplement indicators included in the report

This is the table

3.13

Policy and current practice with regard to seeking independent
assurance for the report. If not included in the assurance report
>VV«>Þ}ÊÌ iÊÃÕÃÌ>>LÌÞÊÀi«ÀÌ]ÊiÝ«>ÊÌ iÊÃV«iÊ>`ÊL>ÃÃÊ
vÊ>ÞÊ`i«i`iÌÊ>ÃÃÕÀ>ViÊ«ÀÛ`i`°ÊÃÊiÝ«>ÊÌ iÊÀi>ÌÃ «Ê
between the reporting organisation and the assurance provider(s)

Assurance Inside Front Cover SR2011
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COLOUR KEY

ABBREVIATIONS

Company profile disclosures

Fully meets GRI detailed requirements

AR2011 GAR Annual Report 2011

Management approach disclosures

Addresses but does not fully meet GRI
detailed requirements

SR2011 GAR Sustainability Report 2011

Core performance indicators
Additional performance indicators

GRI G3 Guidelines

Level of
Reporting

Comment

4.1

Governance structure of the organisation including committees
under the highest governance body responsible for specific tasks
such as setting strategy or oversight for the organisation. Describe
the mandate and composition (including the number of independent
iLiÀÃÊ>`ÉÀÊiÝiVÕÌÛiÊiLiÀÃ®ÊvÊÃÕV ÊVÌÌiiÃÊ
and indicate any direct responsibility for economic, social and
environmental performance

Corporate Governance pages 26-33 AR2011;
Management of Sustainability page 14 SR2011

4.2

Indicate if the Chair of the highest governance body is also an
iÝiVÕÌÛiÊvwViÀÊ>`]ÊvÊÃ]ÊÌ iÀÊvÕVÌÊÜÌ ÊÌ iÊÀ}>Ã>Ì½ÃÊ
management and the reasons for this arrangement)

The Chair is also CEO. The reasoning behind this is given on page 28
Corporate Governance Section AR2011

4.3

For organisations that have a unitary board structure, state the
number of members of the highest governance body that are
`i«i`iÌÊ>`ÉÀÊiÝiVÕÌÛiÊ`ÀiVÌÀÃ°Ê-Ì>ÌiÊ ÜÊÌ iÊ
À}>Ã>ÌÊ`iwiÃÊ¼`i«i`iÌ½Ê>`Ê¼iÝiVÕÌÛi½°Ê/ ÃÊiiiÌÊ
applies only for organisations that have unitary board structures.

Table on page 27 Corporate Governance AR2011. In determining whether a
director is an “independent director”, the Company adopts the definition set
out in the Code of Corporate Governance 2005.
ÊºiÝiVÕÌÛi»Ê`ÀiVÌÀÊÃÊiÊÜ Ê`iÃÊÌÊ `Ê>ÞÊiÝiVÕÌÛiÊvÕVÌÊ
in the Company or any of its related field corporations.

4.4

Mechanisms for shareholders and employees to provide
recommendations or direction to the highest governance body.
Include references to processes regarding: the use of shareholder
resolutions or other mechanisms for enabling minority shareholders
ÌÊiÝ«ÀiÃÃÊ«ÃÊÌÊÌ iÊ } iÃÌÊ}ÛiÀ>ViÊL`Þ\Ê>`ÊvÀ}Ê
and consulting employees about working relationships with formal
representation bodies such as organisation level works councils and
representation of employees in the highest governance body. Identify
topics related to economic, environmental and social performance
raised through these mechanisms during the reporting period.

Under the Company’s Constitution, any member or members holding not
less than one-tenth of the issued share capital of the Company may call a
members meeting.

4.5

Linkage between compensation for members of the highest
}ÛiÀ>ViÊL`Þ]ÊÃiÀÊ>>}iÀÃÊ>`ÊiÝiVÕÌÛiÃÊVÕ`}Ê
departure arrangements) and the organisation’s performance
(including social and environmental performance)

Remuneration Committee pages 31-32 AR2011

4.6

Processes of the highest governance body to ensure conflicts of
interest are avoided

The Board is also governed under the Constitution of the Company, which
disallows a director to vote or be counted in the quorum, in respect of
any proposal in which that director has any interest, whether direct or
`ÀiVÌ°Ê-ÕV Ê«À«Ã>ÃÊiÝÌi`ÊÌÊÌiÀiÃÌi`Ê*iÀÃÊ/À>Ã>VÌÃ]ÊÛÛ}Ê
directors and their associates where the “interested director” is debarred
from voting at the shareholders’ meeting held to seek shareholders
approval. Further, under the Company’s code of corporate governance, a
director is not to be involved in the deliberation of any matters relating to his
own remuneration, appointment or re-appointment. The directors are also
required to disclose to the Board, their interest in any transaction/proposed
transaction; as well as any other office/position held by them which might
create any conflicts with their duties as a director.

4.7

*ÀViÃÃÊvÀÊ`iÌiÀ}ÊÌ iÊµÕ>wV>ÌÃÊ>`ÊiÝ«iÀÌÃiÊvÊ
the members of the highest governance body for guiding the
organisation’s strategy on economic, environmental and social topics

The Company has in place a process for the Nominating Committee to
recommend to the Board, all board appointments and re-appointments
>vÌiÀÊÀiÛiÜ}ÊÌ iÊµÕ>wV>ÌÃÊ>`ÊiÝ«iÀÌÃiÊvÊ`ÀiVÌÀÃ°ÊÕÀÌ iÀ]ÊÌ iÊ
Board reviews its size annually and, during that time, has the opportunity
ÌÊiÝ>iÊÌÃÊV«ÃÌ°ÊÌÊ>ÃÊV`ÕVÌÃÊ>Ê>Õ>ÊÀiÛiÜÊvÊÌ iÊ
Board’s performance, and the contribution of each director to the Board’s
effectiveness.

4.8

Internally developed mission and values statements, codes of conduct,
and principles relevant to economic, environmental and social
«iÀvÀ>ViÊ>`ÊÌ iÊÃÌ>ÌÕÃÊvÊÌ iÀÊ«iiÌ>Ì°Ê Ý«>ÊÌ iÊ`i}ÀiiÊ
to which these: are applied across the organisation in different regions
and department/units; and, relate to internationally agreed standards

Our Shared Values, Corporate Vision and Values page 11 SR2011;
International Stakeholders and Standards pages 12-13 SR2011
Developing Culture page 24 AR2011
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Core performance indicators
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GRI G3 Guidelines

Level of
Reporting

Comment

4.9

Procedures of the highest governance body for overseeing the
organisation’s identification and management of economic,
environmental and social performance, including the identification
and management of relevant risks and opportunities, and adherence
or compliance with internationally agreed standards, codes of
conduct and principles. Include the frequency with which the highest
governance body assesses sustainability performance

Management of Sustainability page 14 SR2011

4.10

Processes for evaluating the performance of the highest governance
body, particularly with respect to economic, environmental and social
performance

Corporate Governance pages 28-29 AR2011

4.11

Ý«>>ÌÊvÊÜ iÌ iÀÊ>`Ê ÜÊÌ iÊ«ÀiV>ÕÌ>ÀÞÊ>««À>V ÊÀÊ
principle is addressed by the organisation. Article 15 of the Rio
Principles introduced the precautionary approach. A response to
4.11 could address the organisation’s approach to risk management
in operational planning or the development and introduction of new
products

The principle is accepted

4.12

ÝÌiÀ>ÞÊ`iÛi«i`]ÊÊiVV]ÊiÛÀiÌ>Ê>`ÊÃV>ÊV >ÀÌiÀÃ]Ê
sets of principles, or other initiatives to which the organisation
subscribes or which it endorses. Include the date of adoption,
countries/operations where applied, and the range of stakeholders
involved in the development and governance of these initiatives (e.g.
multi-stakeholder, etc). Differentiate between non-binding, voluntary
initiatives and those with which the organisation has an obligation to
comply

International Stakeholders and Standards pages 12-13 SR2011

4.13

Significant memberships in associations (such as industry
associations) and/or national/international advocacy organisations
in which the organisation: has positions on governance bodies,
participates in projects or committees, provides substantive funding
beyond routine membership dues or views membership as strategic

Relations with Government, Relations with Trade Associations and
International Organisations page 12 SR2011

4.14

ÃÌÊvÊÃÌ>i `iÀÊ}ÀÕ«ÃÊi}>}i`ÊLÞÊÀ}>Ã>ÌÃ°Ê Ý>«iÃÊ
of stakeholder groups are communities, civil society, customers,
shareholders and providers of capital, suppliers, and employees, other
workers and their trade unions

Stakeholder Engagement pages 16-19 SR2011

4.15

Basis for identification and selection of stakeholders to engage.
This includes the organisation’s process for defining its stakeholder
groups, and for determining the groups with which to engage and not
to engage

Stakeholder Engagement pages 16-19 SR2011

4.16

Approaches to stakeholder engagement, including frequency of
engagement by type and by stakeholder group. This could include
surveys, focus groups, community panels, written communication,
management/union structures, and other vehicles. The organisation
should indicate whether any of the engagement was undertaken
specifically as part of the report preparation process

Advancing the Multi-Stakeholder Engagement Process pages 37-39 AR2011;
Stakeholder Engagement pages 16-19 SR2011;
Multi-Stakeholder Approach to Conflict Resolution page 48 SR2011

4.17

Key topics and concerns that have been raised through stakeholder
engagement and how the organisation has responded to those key
issues and concerns, including through its reporting

Stakeholder Engagement pages 16-19 SR2011;
Multi-Stakeholder Approach to Conflict Resolution page 48 SR2011
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The economic approach is aimed at sustaining a business profitable for
investors, beneficial to the countries of operation and employees. This has
to be done by acting in a manner that is sustainable. See particularly pages
5-10 SR2011
For supplier aspects see pages 53-54 SR2011

EC1

Direct economic value generated and distributed, including revenues,
operating costs, employee compensation, donations and other
community investments, retained earnings and payments to capital
providers and governments (core)

Chart 2.14 Distribution of GAR Indonesia’s Revenue page 10 SR2011;
Revenue page 28 Consolidated Financial Statements AR2011

EC3

Coverage of organisation’s defined benefit plan obligations (core)

Note 37 Post Employment Benefits Liability and Share-Based Payment
pages 51-52 Consolidated Financial Statements AR2011

EC4

Significant financial assistance received from government (core)

"ÕÀÊ-}>«ÀiÊÌÀ>`}ÊV«>ÞÊiÞÃÊ>ÊVViÃÃ>ÀÞÊÌ>ÝÊÀ>ÌiÊvÊx¯Ê
on qualifying trade income under the Global Traders Programme (GTP).
We do not receive any significant financial assistance from the Singapore
}ÛiÀiÌÊÌ iÀÊÌ >ÊÌ ÃÊVViÃÃ>ÀÞÊÌ>ÝÊÀ>Ìi°
Note: GTP encourages global trading companies to use Singapore as their
regional or global base to conduct activities along the total trade value-add
V >ÊvÀÊ«ÀVÕÀiiÌÊÌÊ`ÃÌÀLÕÌ]ÊÊÀ`iÀÊÌÊiÝ«>`ÊÌÊÌ iÊÀi}Ê
and beyond.

EC6

Policy, practices and proportion of spending on locally based
suppliers at significant locations of operation (core)

Spending on Upstream Suppliers page 53 SR2011;
Spending on Downstream Suppliers page 54 SR2011

Environmental Management Approach

The nature of GAR’s business means that it faces a very distinctive set
of environmental challenges particularly with regard to land use and the
proper stewardship of forest land. How these challenges are systematically
>``ÀiÃÃi`ÊÃÊiÝ«>i`ÊÊÌ iÊvÜ}ÊÃiVÌÊManaging Sustainability in
Our Plantations, beginning with the introductory paragraph and very fully
supported in charts and consideration of particular aspects e.g. water.

EN3

Direct energy consumption by primary energy source (core)

Reducing GHG Emissions page 25 SR2011

EN4

Indirect energy consumption by primary source (core)

Reducing GHG Emissions page 25 SR2011

EN8

Total water withdrawn by source (core)

Water Management page 23 SR2011

EN11

Location and size of land owned, leased or managed in, or adjacent to,
protected areas and areas of high biodiversity value outside protected
areas (core)

Chart 4.9 Threatened Species Identified in Our Concessions
pages 27-29 SR2011

EN12

Description of significant impact of activities, products and services
on biodiversity in protected areas and areas of high biodiversity value
outside protected areas (core)

Preserving High Conservation Value Areas pages 25-29 SR2011

EN14

Strategies, current actions, and future plans for managing impacts on
diversity (additional)

Chart 4.9 Threatened Species Identified In Our Concessions
pages 27-29 SR2011

EN15

Number of IUCN Red List species and national conservation list species
ÜÌ Ê >LÌ>ÌÃÊÊ>Ài>ÃÊ>vviVÌi`ÊLÞÊ«iÀ>ÌÃ]ÊLÞÊiÛiÊvÊiÝÌVÌÊÀÃÊ
(additional)

Chart 4.9 Threatened Species Identified In Our Concessions
pages 27-29 SR2011

EN16

Total direct and indirect greenhouse gas emissions by weight (core)

Reducing GHG Emissions page 25 SR2011
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EN22

Total amount of waste by type and disposal method (core)

Waste Management page 24 SR2011

EN28

Monetary value of significant fines and total number of non-monetary
sanctions for non-compliance with environmental laws and
regulations (core)

There are no significant fines or sanctions for non-compliance with
environment laws and regulations.

Labour practices and decent work: Management Approach

This is comprehensively covered in Labour Relations pages 39-45 SR2011

LA1

Total workforce by employment type, employment contract and region
(core)

See tables on page 39 SR2011

LA3

Benefits provided to full time employees that are not provided to
temporary or part time employees, by major operations (additional)

See Chart 6.5 Estimated Total Benefit Value Per Employee page 41 SR2011
and final paragraph of Casual Labour page 41 SR2011

LA4

Percentage of employees covered by collective bargaining
agreements (core)

Freedom of Association and Trade Union Membership page 44 SR2011

LA7

Rates of injury, occupational diseases, lost days and absenteeism and
number of work related fatalities by region (core)

Chart 6.8 Work-Related Deaths in 2011 and Chart 6.9 Frequency Rate and
Severity Rate of Work-Related Accidents in 2011 page 43 SR2011

Human rights: Management Approach

GAR, through SMART, is a signatory of the UN Global Compact. The most
significant human rights issues faced are those relating to employment.
These are fully covered in Labour Relations pages 39-45 SR2011

HR5

"«iÀ>ÌÃÊ`iÌwi`ÊÊÜ V ÊÌ iÊÀ} ÌÊÌÊiÝiÀVÃiÊvÀii`ÊvÊ
association and collective bargaining may be at significant risk, and
actions taken to support these rights (core)

Freedom of Association and Trade Union Membership page 44 SR2011

HR6

Operations identified as having significant risk for incidents of child
labour and measures taken to contribute to the elimination of child
labour (core)

Minimum Age of Employment page 40 SR2011

HR7

Operations identified as having significant risk of forced or compulsory
labour, and measures to contribute to the elimination of forced or
compulsory labour (core)

Pages 39-40 SR2011

HR8

Percentage of security personnel trained in organisation’s policies or
procedures concerning aspects of human rights that are relevant to
operations (additional)

Security Guards page 45 SR2011

Society: Management Approach

GAR’s approach is based upon strict and respectful adherence to law and a
recognition that good relations with the community are mutually beneficial.
They are central both to the business and to the Company’s aspiration of
contributing to the economic and social development of Indonesia.

S01

Nature, scope and effectiveness of any programmes and practices
that assess and manage the impacts of operations on communities,
VÕ`}ÊiÌiÀ}]Ê«iÀ>Ì}Ê>`ÊiÝÌ}ÊVÀi®

Throughout Social and Community Affairs pages 47-51 SR2011

S05

Public policy positions and participation in public policy development
and lobbying

Relations with Government and Relations with Trade Associations and
International Organisations page 12 SR2011

S06

Total value of financial and in-kind contributions to political parties,
politicians and related institutions by country (additional)

There are no such contributions.
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S07

Total number of legal actions for anti-competitive behaviour, anti-trust
and monopoly practices and their outcomes (additional)

Competition Law page 61 SR2011

S08

Monetary value of significant fines and total number of non-monetary
sanctions for non-compliance with laws and regulations (core)

There are no such fines

Product responsibility: Management approach

The approach is to deliver high quality product with integrity at a reasonable
price

PR4

Total number of incidents of non-compliance with regulations and
voluntary codes concerning product and service information and
labelling, by outcomes (additional)

None for operations within the scope of report

PR7

Total number of incidents of non-compliance with regulations and
voluntary codes concerning marketing communications, including
advertising, promotion, and sponsorship by type of outcomes
(additional)

None for operations within the scope of report

PR8

Total number of substantiated complaints regarding breaches of
customer privacy and losses of customer data (additional)

None for operations within the scope of report

PR9

Monetary value of significant fines for non-compliance with laws and
regulations concerning the provision and use of products and services
(core)

None for operations within the scope of report
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United Nations Global Compact
Reference Table

Human rights
Principle 1
Businesses should support and respect the protection of
internationally proclaimed human rights.

As a signatory member through our subsidiary, SMART, we have publicly
endorsed the UNGC both for our owned and operated businesses.

Principle 2
Make sure that they are not complicit in human rights abuses.

We take care to work in a way that avoids such abuses. For instance,
all our security guards undergo a comprehensive training programme
provided by the Bhakti Manunggal Karya Centre of Education and
Training (“BMK”). The programme includes a human rights component.
Our security guards do not carry firearms.

Labour
Principle 3
Businesses should uphold the freedom of association and the
effective recognition of the right to collective bargaining.

Indonesia’s laws are in line with the relevant ILO Conventions. We
observe these laws. 97% of our Indonesian permanent workers are
unionised.

Principle 4
Businesses should uphold the elimination of all forms of forced and
compulsory labour.

Employees enter into our employment freely. As a matter of policy, we do
not require our employees to deposit identity papers nor deposit money.

Principle 5
Businesses should uphold the effective abolition of child labour.

The minimum age for employment in any capacity is 18 years. We are
totally opposed to any form of child labour. We rigorously enforce these
principles at all our plantations, mills and other places of work. Our
recruitment officers check the identification card against the employees’
schooling records such as their school diplomas to ensure that we do
not employ children.

Principle 6
Businesses should uphold the elimination of discrimination in respect
of employment and occupation.

The Company has an equal opportunities policy on employment, banning
discrimination based on race, national origin, religion, disability, gender,
ÃiÝÕ>ÊÀiÌ>Ì]ÊÕÊiLiÀÃ «Ê>`Ê«ÌV>Ê>vw>Ì°

Environment

Principle 7
Businesses should support a precautionary approach to
environmental challenges.

We accept the precautionary principle.

Principle 8
Businesses should undertake initiatives to promote greater
environmental responsibility.

This issue is addressed particularly in the Managing Sustainability in
Our Plantations section and Research and Development section of the
Sustainability Report 2011, pages 21-31 and 34-37.

Principle 9
Businesses should encourage the development and diffusion of
environmentally friendly technologies.

We invest heavily in research to improve the crop and manage it in
a sustainable way. Our research institute, SMARTRI is dedicated to
supporting the palm oil industry through innovation, developing best
practices and improving the current palm oil breeding programme. We
seek to be on the cutting edge of palm oil research and development
and work with reputable research institutes and universities,
like International Cooperation Centre in Agronomic Research for
Development (France), McGill University (Canada), and University of
Cambridge (UK).

Anti-corruption
Principle 10
Businesses should work against corruption in all its forms, including
iÝÌÀÌÊ>`ÊLÀLiÀÞ°

We do not tolerate any instances of bribery and corruption. Any
employee found to have engaged in bribery or corruption is severely
`i>ÌÊÜÌ ÊLÞÊÌ iÊ «>ÞÊ>`ÊÌÊÌ iÊvÕÊiÝÌiÌÊvÊÌ iÊ>Ü°Ê7iÊLiiÛiÊ
that this stance has a positive impact beyond the boundaries of the
Company.
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Feedback and
Point of Contact
We see our Sustainability Report as part of our continuous
engagement with our stakeholders and would welcome your feedback.
Please contact our Communications and Sustainability Manager
Ms Lim Pi Li at pili@goldenagri.com.sg.
If you prefer, our mailing address is:
Golden Agri-Resources Ltd
108 Pasir Panjang Road
#06-00 Golden Agri Plaza
Singapore 118535

This report is printed on Olin Regular High White 300gsm and Innotech 100gsm paper certified by Forest Stewardship Council (FSC).
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Golden Agri-Resources Ltd
c/o 108 Pasir Panjang Road
#06-00 Golden Agri Plaza
Singapore 118535
Tel: (65) 6590 0800
Fax: (65) 6590 0887
www.goldenagri.com.sg

