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Indofood Agri Resources Ltd (IndoAgri) operates plantation
and processing facilities to produce palm oil, rubber, sugar,
timber, cocoa and tea. IndoAgri also operates research &
development (R&D), seed breeding, manufacturing and
marketing of award-winning edible oils brands. We are
listed on the Singapore Stock Exchange with headquarters
in Singapore and Jakarta.

Our vision is to become a leading integrated agribusiness
and a world-class agricultural research and seed breeding
company. Our mission: to be a high-yield, low-cost producer
that continuously improves its people, processes and
technology to deliver at the highest standards of quality.
Our values drive how we work: with discipline as the basis
of our way of life, we conduct our business with integrity, we
treat our stakeholders with respect, and together we unite
to strive for excellence and continuous innovation.

Our Sustainable Palm 0il Policy 2017 (Policy) applies to
all our palm oil operations, our plasma smallholders and
other third parties from whom we purchase crude palm oil
for our refineries.

Key Policy commitments to deliver traceable and
sustainably-produced palm oil products are:

e No deforestation, conservation of High Conservation
Value (HCV] and High Carbon Stock (HCS) areas

¢ No planting on peat regardless of depth

e No burning

e Respect for Human Rights including Free Prior and
Informed Consent (FPIC).

@ Sustainable Palm Oil Policy is available online at
http://www.indofoodagri.com/managing-sustainability.html

This report communicates our progress against Policy
commitments and targets on material topics. Please see
page 52 for details on scope and reporting framework. This
report provides all relevant information for stakeholders
but we encourage the reader to use it alongside the online
sustainability sections. Relevant links are provided in the
report.

@ Visit our Sustainability Home Page at
http://www.indofoodagri.com/sustainability-home.html
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As IndoAgri celebrates its 10% anniversary as a listed
Company on the Singapore Stock Exchange, | am pleased
to present our 6" Sustainability Report. We have taken the
opportunity since 2012 to update all stakeholders annually
on our sustainability progress.

Sustainability is not a destination, it is a journey of
continuous improvement. As exposure to sustainability
risk has evolved and expanded, IndoAgri has responded,
by continuously reviewing our approach and updating our
policies, improving year by year. Our long-term aim is to be
a leading, integrated agribusiness that satisfies customers
through low costs, high yields, efficient operations and
strong teams. Over the medium and long term, we aim to
deliver policy commitments to ensure the preservation of
financial, environmental and social value. IndoAgri's new
Sustainable Palm Oil Policy 2017 directs our operations and
suppliers on managing risk and delivering shared value,
and applies to our entire supply chain.

In 2017, we made important progress in managing
sustainability risks and opportunities. | would like to
highlight some of them here; please read the report for
further details.

Safety at work and at home is a business priority, our
management system is embedded across all operations and
we are encouraging near-miss awareness and reporting.
Our work on safety is recognised by the Indonesian Ministry
of Labour with a number of awards, including zero accident
awards at some of our plantations and mills. No fatalities
occurred in oil palm operations, but we endured one in
our rubber business. All of us on the Board uphold our
commitment to eliminate such events.

Related to safety, health and the environment is fire and
haze. We continue to invest in prevention: 2017 saw 72 new
fire towers constructed, totalling 183 across our plantations.
For IndoAgri, a core element of fire control is engagement:
awareness-raising work with employees, villages and
provincial government is a critical part of our sustainability
journey, and key to reduce and ultimately eliminate fires.

Other community investment also represents a beacon of
success as we move forward. | am proud of our flagship cleft
lip programme: a vital contribution to society in Indonesia.
The team delivered 117 operations in 2017, for 102 people,
principally children: literally bringing a smile back to their
faces. Our team actively facilitates this programme, from
searching for cases, counselling, commissioning surgery,
post-operative care and speech therapy.

Another important stakeholder group in our sector
includes smallholder plantations, a significant contributor
to the Indonesian and rural economy. IndoAgri plasma
growers are supported by our Smallholders Programme
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mainly to improve yields, and their income. We intend
that they also achieve Roundtable on Sustainable Palm
Oil (RSPO) certification which can help drive higher yields.
| congratulate the team on our first RSPO smallholders
certification in 2017, covering 1,902 hectares and 749
farmers as well as excellent progress on the group
certification project with our partner, The Sustainable Trade
Initiative (IDH). The benefits for smallholders from working
with IndoAgri can also be seen in our new video available in
our website.

We manage 389,828 hectares of planted areas (of which
89,441 hectares are plasma land), and when performance
on the ground does not match our expectations or align
with our policies, we actively engaged with a commitment
to identify root causes and resolve the issue; examples of
such processes are covered in this report. We have strong
policies in place relating to labour practices and human
rights. We comply with the labour laws and regulations
of the Indonesian Government and we have no dispute or
outstanding issues with any of our 10 labour unions or the
Indonesian Ministry of Labour.

Such risks and opportunities | describe above are in
scope of third-party certification. We aim to have all palm
plantation and milling assets certified by the end of 2019.
At the end of 2017, 53% and 46% of our CPO production was
certified under RSPO and Indonesian Sustainable Palm
Oil (ISPO]) respectively. We have around 24,000 hectares
currently awaiting RSPO audit stage 2.

Where the significance of a risk fluctuates, our governance
arrangements account for it. Our entire Board is involved at
least quarterly, other subgroups and individuals contribute
toimpactidentification and responses day-to-day. Our Board
has overall responsibility for sustainability issues, validates
material environment, social and governance (ESG) factors
and oversees their management and monitoring.

Our work on sustainability unofficially began from the
ground up 25 years ago. We first commercialised seed
innovation in 1983 and began natural pest control in 1997.
Our subsidiaries were RSPO members by 2007, and based
on over 30 years of seed breeding, we continue to produce
higher-yielding oil palm seeds, to optimise land use.
Sustainability has become core to our operations and we
aim to continue with resolute steps to deliver against our
commitments through continuous improvement.

—3 ~D.

Mark Wakeford
Chief Executive Officer
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IndoAgri

A vertically integrated agribusiness
model to produce palm oil, rubber,
sugar, timber, cocoa and tea.
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Vision ! =\
To be a world-class l ﬁ’
agribusiness leading in -
research, seed breeding (‘
and processing. v

p g P J\
Our Mission
Meeting the world’s food
needs sustainably as a low-cost,

high yield operator delivering
highest quality products.

300,387 hectares 26 Palm oil mills Sustainable Palm Oil
nucleus planted area Fresh fruit bunch (FFB) Policy 2017, Responsible
At the end of 2017: 82% processing capacity - Supplier Guidelines 2017
oil palm 6.6M tonnes Our Policy embraces our

CPO suppliers too. The Supplier
247,630 hectares nucleus 5 Refineries Guidelines have been enhanced
86,182 hectares plasma CPO processing to clarify expectations of all

capacity - 1.4M tonnes CPO suppliers.
l’ E ’tﬁ l’ E
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Targets

We have 19 targets in place across
key issue areas, interim indications
show we are on track to meet them.

CACASACN
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CACACAC
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Deforestation is a priority issue.
Another year of zero clearance of primary forest

100% of sites have HCV Management Plans and
Rehabilitation Plans in place

No new planting on peat regardless of depth
since September 2013

1H auifte
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At a Glance

RSPO-certified production
447,000 tonnes, or 53% of total
CPO produced in 2017

ISPO-certified production
389,000 tonnes, or 46% of total
CPO produced in 2017

Organic
fertiliser

89% of total
volume of fertiliser
used is organic

IS

Energy and water

Safety

Accident Severity
Rate (including
casual labour)

down by 70% at 71.7

Palm Oil: Zero fatalities (one
fatality in rubber operations)

Zero accident award in seven units

Paraquat-free
100% of estates
Paraquat-free by
end of March 2018

93% of our sites are now set

up for SMK3

@

2% reduction in

FERTILISER FERTILISER

energy consumption
at palm oil mills
(2016 baseline)

0.2% reduction in
FERTILISER water consumption per

il FFB processed in palm oil

People
72,023 total workforce

22% of our workforce is female

69% of our employees are registered

with a union, the remainder are
covered by a company regulation

TR

mills (2016 baseline)
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Food Safety Management
Our Tanjung Priok refinery

has Food Safety Management
Standard (FSMS] certification

for FSSC 22000

Child labour

No registered worker is under 18

More assets becoming
RSPO/ISPO-certified to help
strengthen delivery of Policy

on zero tolerance

M]l



At a Glance

Community impact Education facilities Health facilities
Our cleft lip programme
continues to deliver: 117

operations, 102 beneficiaries 182 Schools 52 Doctors

in 2017, 50 volunteers
988 Teachers 206 Posyandus
a @ a @ a y
M ST SO 21,474 Students 269 Midwives/Nurses

20 Rumah Pintar

145 Day care centres 192 Clinics

Indonesian rural
climate change
mitigation and adaptation
All units in Riau now have
PROKLIM projects in place

%
Wy N
National awards M i, |5CHOOL|
for 3 villages in X 5 m
Riau estates (%(% i

pil | SERES
‘ - —_—
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SMALLHOLDERS CERTIFICATION: THE CHALLENGES,
THE BENEFITS

As part of IndoAgri's Smallholders Programme (page 34),
3,144 independent smallholders (our ex-plasma) covering
6,141 hectares in South Sumatra are working to achieve
RSPO certification, guided by us and partner IDH.

KUD Teratai Biru was the first of the four cooperatives to
achieve RSPO certification. We report here on the experience
on the ground, through the words of Pairan, its Group Manager.

Pairan states that RSPO certification is good for
smallholders, “RSPO aims for environmental and social
sustainability on the ground, and we want to use it so we can
be more widely recognised for our efforts”. He acknowledges
that the process involves change and improvements, for
example in harvesting, upkeep, fertilising, spraying and
other activities.

Pairan then notes that the adaptation process for some
can be slow, simply due to a lack of awareness about the e s s Sig o
practice of sustainable palm oil cultivation. But, as Pairan hrs o . >
observes, “The hard work and challenges are surmountable  [A53# ». ’ - £ YT A
over time.” The KUDs believe in the benefits, “In the future, % g G S5 ] o :
smallholders will be more advanced, so buyers of RSPO e i e S B R -
products can be more confident in us, this will encourage e ) S TR t "".-':' %
further certification, stronger markets and greater  pajran, a Group Manager of KUD Teratai Biru that received RSPO
production capacity.” said Pairan. smallholders certification in 2017
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The Most BﬁﬂuﬁfuLSmiles

A spotlight on those who deliver

Part of IndoAgri’s Solidarity Programme, our Cleft Lip Surgery
programme expresses the spirit of human compassion in
action. It boldly begins with the noble surgeon, Dr. Arend K.
Ponggawa SpB, SpB-RE, that inspired IndoAgri to run the
programme. He treats cleft lip sufferers too impoverished
to afford the operation. But, by extension, he also helps
their families, for it is an act of care that creates ripples of
improvement and opportunity for them all.

What happens in the Programme? We facilitate all stages,
from searching for cases, pre-operation family counselling,
pre-operative examination, surgery, and then to post-
operative care or speech therapy. Close links with families
and communities follow, and partners, doctors, medical
teams, volunteers, patients and families all, in some way,
become part of the wider IndoAgri family.

Who is eligible? The support is aimed at children with a cleft
lip or cleft palate, usually aged three months to two years;
this is the age at which facial aesthetics and speech recovery
are optimised. In 2017, the collaborative team delivered 117
operations on 102 patients: another successful year. IndoAgri
has targeted to fully sponsor the medical intervention of at
least 1,000 children in Indonesia. Since 2014, 254 successful
treatments have been delivered to 230 children and 50
people have volunteered in the programme. Our partners
include the following, to whom, along with countless others,

we extend our gratitude:

Sumber Waras Hospital

Columbia Asia Hospital

Doris Sylvanus Hospital - Palangkaraya

Awal Bros Hospital - Batam

Prof. Dr Kandou Central General Hospital - Manado
Siloam Hospital - Manado

Royal Taruma Hospital - Jakarta

Indonesian Midwives Association

Indonesia Association of Plastic Surgeon (PERAPI)
The Indonesian Army

DAAI TV

Buddha Tzu Chi Foundation

PT Indomarco Prismatama

The Cleft Lip programme represents a vital contribution to
society in Indonesia. It is our flagship community programme
and we are proud of it. We look forward to deepen the
relationships with our partners and offering new hope and
strength for families across the country.

"Every time | see a parent of a patient’s face,
| see complete hope in their eyes. And there will
always be new patients, so | hope IndoAgri's
cleft lip surgery project grows ever greater, and
that it brings together ever more partners and
doctors. We can ill-afford to ignore a programme
that offers such significant, life-long benefits to
patients.” Dr Arend K. Ponggawa SpB, SpB-RE.

Since 1990, Dr. Arend has been called on to
help underprivileged children with physical
defects of cleft lip and cleft palate. Starting
from cooperation with a foundation, he has
been involved in volunteering cleft lip surgery
for over 26 years in various social activities. His
friendly smile and gentleness became the spirit
and strength for the patients and their families.
Dr. Arend believes that his interventions as a
doctor are guided not solely by technical skill
but also helped by a divine hand nurturing the
patient's quality of life. He is an inseparable
part of the programme so far and we hope he
will honour us by being an indispensable part
of its future.

-

e
e

Dr. Arend K. Ponggawa SpB, SpB-RE
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Our business helps meet a growing global demand for palm oil.
When grown responsibly, palm oil is an efficient use of scarce
land resources and an important contribution to the national and
rural economy. Efficiency and innovation contribute to sustainable
agriculture, resilient communities and safer workplaces.

We continue to make progress in achieving responsible and
traceable supplies by integrating sustainable practices in
our business and supply base.

Sustainable management practices aim to respond to risks
and opportunities related to the environment, communities
and other stakeholders. Delivery of policy commitments
depends on well-trained personnel, formal processes, an
accountable culture, and partnership with stakeholders.

We set sustainability goals and targets to improve our
performance. We focus on material topics as a way to achieve
our long-term goals.

Palm oil demand continues to grow, it represents around 65%
of global export trade in vegetable oils. It is a versatile crop:
half of all consumables in supermarkets contain palm oil. It
is a significant driver of economic growth in Southeast Asia as
Indonesian production increased from just over 19M tonnes
in 2008 to 32M tonnes in 2016". Indonesia is now the largest
producer of palm oil.

It is estimated that the industry employs four million workers
in Southeast Asia, and has been part of a huge rural economic
transformation?. Smallholders produce around 40% of it
despite being hampered by lower yields. Plantation growers,
regardless of size, need to meet the growing demand with
more effective use of land resources which will minimise
the threat to forests, biodiversity and land tenure stability.
Globally, oil palm is the most efficient use of land to produce
vegetable oils. One hectare of palm is equivalent to at least
eight hectares of soya bean oil, clearly demonstrating palm’s
efficient use of land.

However this efficient use of land must also be sustainable.
The 2016 New York Declaration on Forests assessment
report states that 415 companies active in one or more of

-

Alliance 2020, Vivid Economics, and World Economic Forum.
RSPO Impact Report 2017 page 8
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the four key commodities have made at least one relevant
commitment to help eliminate deforestation from the
production of these commodities. In the palm oil supply
chain, 59% of the companies have committed to commodity-
specific policies®. IndoAgri is one of them.

Certification continues as a vital part of achieving a sustainable
palm oil supply. Demand for certified sustainable palm oil
products is increasing. RSPO reports that, “As at 30 June 2017,
plantations covering a total of 3.2 million hectares across 16
countries are RSPO-certified, an increase of 14% since the
last reporting period with Indonesia accounting for 53%".4

Guided by our mission and values, our team comprises
professionals with the requisite competences to manage
material topics and impacts in order to preserve value over
the long-term. The image on page 7 illustrates our approach.
The highlights are:

e Actions and targets (pages 10-11)

Our partnership with stakeholders (page 7 and online)
R&D continued focus on innovations in sustainable
agriculture (page 23, and Annual Report page 29)

Our Vision is to become a leading integrated agribusiness.
Our Mission is to be a high-yield, low-cost producer that
continuously improves its people, processes and technology
to deliver at the highest standards of quality. The way we work
is guided by a set of Values that features discipline, integrity
and respect. Our revised Policy (see welcome page and online)
commits us to responsible business practices with targets to
measure progress.

As our Annual Report senior management statements show,
the business accounts for wider macro-trends and risk using
an Enterprise Risk Management system.

https://www.indonesia-investments.com/business/commodities/palm-oil/item166?
http://theconversation.com/palm-oil-politics-impede-sustainability-in-southeast-asia-57647
World Economic Forum, 2017 “The Role of the Financial Sector in Deforestation-Free Supply Chains” page 3 prepared by the Tropical Forest
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Sustainability in Palm Oil: Our Approach

REPORTING

e Annual report

e Sustainability
report

SUSTAINABILITY
MANAGEMENT

ASSESS TO
IMPROVE

Indicators
Targets
Evaluation
through audit
Materiality
review

COMMITMENT
e Mission
Policies

Code

Values

PLANNING

¢ Government
policy

e Corporate
business

e Programmes
1-6

ACTION
R&D

Management systems
Certifications
Stakeholders engagement
Internal collaboration
Training

@

http://www.indofoodagri.com

This is supported by solid governance arrangements,
accountability and transparency. We apply innovation and
R&D to invigorate assets, we improve integration and
diversity, and we apply these ultimately to drive growth in
domestic and international markets.

We run six Programmes that set out to deliver improvement
across a range of key issues, details are available on our
sustainability web pages and page 8.

Action

Policies, commitments and programmes are redundant
without people taking action on the ground. We innovate at
various points from seed to shelf. Our R&D team develops
new ways to improve yields. We use management systems
and standard operating procedures (SOPs) to maintain
quality and drive improvements in personal safety, food
safety, environmental management, and information
control, for example. Achieving certifications such as RSPO,
ISPO and Programme for Pollution Control, Evaluation and
Rating (PROPER) is coordinated by our sustainability team.

We engage with various stakeholders including customers,
communities, suppliers and civil society organisations.
We generate a response to support how we manage
risk, opportunity and impact. We apply the precautionary
principle: the duty to prevent undesirable impacts and
analyse alternatives in an accountable manner.
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For more detail on our Programmes, certifications, management systems, R&D innovation and team organisation please see

Our teams work together to deliver action on the ground,
and we use training - from PPE practice on the ground
to Board level competence - to enhance technical skills
and contribute to career management (see page 47).
Our previous Sustainability Reports also provide further
information on specific examples.

Assess and report

Our SAP enterprise data system and our sustainability
information system collate the data required to understand
progress towards targets (pages 10-11) using IFAR metrics
and GRI indicators (page 53). Performance outcomes for
material topics are evaluated using progress towards
targets (see below). The targets for the certain material
topics are inherently a function of the expansion of RSP0/
ISPO certification of estates and processing sites. This
applies to: (i) Governance & integrity; (i) Land rights;
(iii) Smallholders engagement and livelihoods; (iv) Yield
maximisation. Evaluation of our approach depends on
audit (internal and externall, performance trends and
stakeholder feedback. Each review of our report materiality
assessment will account for changes recorded (see page 8).
Q)

For detail on our reporting see
http://www.indofoodagri.com/our-reporting.html

INDOFOOD AGRI RESOURCES LTD
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Sustainability in Palm Oil: Our Approach

FOCUS ON KEY ISSUES
Each key material issue, or topic, is managed by teams on the
ground under a set of six Sustainability Programmes.

In this report, we explain the relevance of a given topic,
where its impacts occur and how we manage them. The
management approach (MA] has a specific purpose: it intends
to establish processes towards measurable improvement
guided by targets. The MA includes certain components
such as a Programme, policies and certifications such as

At a Glance: How We Manage Each Material Topic

Management approach

Sustain-

able Palm

0Oil Policy | Certification | PROPER/
2017 RSPO/ISPO

Topic

A. Deforestation
and land
management
(including v v v
peatland, fire
control)

B. Environment
impacts and v v v

compliance

C. Governance
(transparency,
integrity, v v v
anti-corruption,
risk)

D. Land rights

including
scarce land v v

resources
E. Occupational

health and v v v v

safety

F. Smallholder
engagement
and livelihoods

G. Product
traceabilityand |, v v
sustainable
sourcing

H. Product quality v v v v
and safety
I. Yield
maximisation
including v v
innovation

J. Human rights v v

blowing Policy

RSPO and PROPER. A management system, for instance, will
frame tasks to deliver performance against certain standards
or frameworks. The components provide the basis for
monitoring, evaluating and improving performance on each
material issue. This entire set of activities must comply with
our Policy, in scope and in timeline therein. See table below.

For specific descriptions of what we are doing, please refer to
individual performance chapters.

Programme

Whistle-
holders | Living

v 000 0 0]
v 00 000 0 0 0
v 000
v 00 00 0
v 000 0 00 0
v 000 00
v 000
v 000 000
v 000 00 0 00 0
v 000 0]

000 Programme sets strategy, governance, compliance and policy framework; delivery of performance improvement & monitoring

00 Programme contributes indirectly to performance outcomes

0 Programme relates to topic, knowledge sharing occurs, relevant teams may interact “on the ground”

INDOFOOD AGRI RESOURCES LTD
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RSPO CERTIFICATION UPDATE

Our RSPO-certified production in 2017 was
447,000 tonnes, representing 53% of our 2017 CPO
production. A further 24,000 hectares of plantation
are awaiting RSPO stage 2 audits. By 2019 we aim
to have all of our palm oil production mills and
plantations certified to RSPO standards. We have
389,000 tonnes certified under ISPO, representing
46% of our 2017 CPO production.

GOVERNANCE ARRANGEMENTS FOR SUSTAINABILITY
IndoAgri corporate governance safeguards shareholders’
interests and complies with relevant laws and regulation.

The Board recognises a high standard of corporate
governance and transparency as a hallmark of a sustainable
business. Such governance embraces an analysis of
sustainability risk, the exposure to which is of key interest
to executive management. Our Board actively considers
sustainability issues, validates material ESG factors and
oversees their management and monitoring. In addition,
a detailed discussion and deliberation over specific ESG
issues takes place at Board level. In July 2017, we invited
external sustainability consultants to engage with our
Board on key sustainability matters such as regulatory
requirements and developments, progress status on
projects and key targets.

Overall guidance on sustainability is led by the CEO in
a think tank that meets regularly and which comprises
Executive Directors of the Group and principal subsidiaries.
It is supported by Chief Operating Officers, the ERM unit,
R&D team and sustainability representatives from all
business units on management of ESG issues.

Our Audit & Risk Management Committee is updated on a
quarterly basis on matters relating to material sustainability
risks and concerns. The CEO also updates the Board on
sustainability performance, engagement and the Group's
response to issues arising. The CEO personally takes part
in discussions and correspondence relating to ongoing
impacts in the field. Senior leaders of the sustainability
team in Jakarta regularly report internally at SIMP’s Board
level on issues such as process safety and efficiency,
community investment and supply chain certification.

A briefing after harvesting

Headline performance indicators are discussed, changes
of direction are decided as appropriate, and often in
consultation with other executives in the Indofood Group. In
July 2017 our CEO won the Best CEO (Mid Cap) Award at the
Singapore Corporate Governance Awards; sustainability is
a relevant component of the judges’ decision.

See online for more on programmes, materiality assessment,
stakeholder engagement, governance, etc)
http://www.indofoodagri.com/managing-sustainability.html

G

ENGAGEMENT FROM HQ TO GRASS ROOTS

At each Board meeting a presentation of sustainability
performance is made. It represents one channel
of engagement amongst many for the Board on the
company’s management approach on sustainability.
Sharp focus was given to safety at Board level during
the year to support the efforts to maintain the strong
performance evident at the time. The insistence on
zero accidents comes from the top as well as from
the shop-floor. It is a central part of the revised
sustainability Policy. The engagement of people is
core to success: instruments of governance and
management systems won't deliver themselves.

INDOFOOD AGRI RESOURCES LTD
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Sustainability in Palm Oil: Our Approach

TRACKING PERFORMANCE, EVALUATING PROGRESS

Certification achievement and Policy delivery

Goal/target @ Progress (see pages 28-35)

1 Byend 2019: RSPO certification for all nucleus plantations . Achieved 53% of targeted hectarage*
(24,000 hectares awaiting RSPO stage 2 audit)

2 Byend 2019: RSPO certification for all plasma smallholders estates | = | Extend target to 2020. See page 34
3 Byend 2019: RSPO certification for all mills m | On track; achieved 14 out of 26 mills*
4 By end 2019: ISPO certification for all estates m | Achieved 80% of targeted hectarage*
5 Byend 2019: ISPO certification for all mills m | On track; achieved 23 out of 26 mills*
6 Byend 2018: RSPO Supply Chain certification for three refineries © | On track; achieved two refineries
7 By 2020: 100% of CPO we refine is sourced in accordance . On track; Supplier Guidelines enhanced

with Policy

*  Figures cover hectarage or number of mills already certified or that have completed RSPO second stage audit and ISPO first stage audit. The certificate
release date is subject to the accreditation period of the certifying body. Hectarage data are based on planted areas on 31 December 2017.

Reducing environmental impacts

Goal/target @ Progress (see pages 16-27)

1 By 2018: Reduce energy consumption in palm oil mills and . 2% reduction in RSPO/PROPER mills; remains
refineries by 5% and 3% respectively (2016 baseline) stable for refineries

2 By 2018: Reduce water consumption per tonne FFB . 0.2% reduction in RSPO/PROPER mills
processed in palm oil mills by 3% (2016 baseline) compared to 2016

3 Byend 2017: Implement HCV rehabilitation plan for each = Achieved 100%

plantation site

4 By 2018: Phase out the use of Paraquat 100% of all estates Paraquat-free by end of

March 2018
5 Byend 2018: all of our factories and refineries are ready for One mill received Green rating. PROPER blue
PROPER certification* = | rating achieved by 10 mills, four refineries (and

three other crops factories)

*  Participation in PROPER certification is subject to appointment by the Indonesian Ministry of Environment and Forestry.

Zero harm, productive workforce

Goal/target M Progress [see pages 42-45)

1 Zero fatalities (across total workforce) B | No fatalities in palm oil, one fatality in rubber
2 By end 2017: For all sites, implement the Occupational 93% complete, remaining sites for completion
Health and Safety programme and complete the baseline ® | in March 2018
assessment

3 Reduce Group accident frequency rate by 10% between
2018-2020

New target

Safe products, healthy food

Goal/target Status | Progress (see pages 36-41)

1 Quality & safety: comply with FSSC 22000 Food safety standard B | Noincidents of non-compliance with regulations

2 Quality & safety: Comply with Halal certification system
recognised by the World Halal Council

- All products are Halal certified

3 Quality: complete annual audit on quality assurance at refineries | ® | Audit completed for all refineries

4 Quality: complete annual food safety audits for suppliers of raw Completed; 72% of supply tonnage to our
materials (including CPO] to our refineries B | refineries comes from sources that are audited
annually on food safety.

W Achieved W Not yet achieved W In progress M New target
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Sustainability in Palm Oil: Our Approach

CERTIFICATION PROGRESS

PLANTATIONS

2017

2016

2015

2017

2016

2015

RSPO Certification Progress - Plantations

”,é Goal:

¢ 247,630
0000
hectares

eees 00AL:

cees 247,430

(XX X 3
hectares

oo Goal:

o. (XXX ]
sesssess 246,359
0000000c00000C
- hectares

0% 20% 40% 60% 80% 100%

M Achieved ® Goal 2019
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MILLS
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Business overview

At IndoAgri we operate plantation and processing facilities to produce
alm oll, rubber, sugar, timber, cocoa and tea.

Y
‘)‘«‘* SIS 4 \V4 Vs

%‘*7)5‘ | SIS A A

Our operations span the entire supply chain, from plantation management
and crop production, through to refining, branding and marketing of edible

oil products. —
ee Liw\se
e e

2

Sugar Mills/

VDD vivig

300,387

hectares hectares Palm Oil
Nucleus planted Plasma planted area WHIES
area in Indonesia, in Indonesia,
covering all crops oil palm and rubber

5

Refineries

CPO processing -
1.4M tonnes

Refineries

Cane crushing -
2.2M tonnes

FFB processing -
6.6M tonnes

Key highlights

Net Sales Attributable Profit
(in Rp trillion) (in Rp trillion) 05
. 145 15.8 0.4
(0.0)
2015 2016 2017 2015 (Restated) 2016 2017
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Business Overview

Revenue (Internal and External) CPO Sales Volume 2017
by Division 2017
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:: Rp20.6 see ® Plantation 49% ::: 880,000 see ® CPO sold to our 63%
2% Trilion 222 e Edible Oils and Fats 51% 55t Tonnes  1i: Refineries
0% X% X 2 @ CPO sold to External 37%
90 0000000000 Parties
D>
Planted Area [Nucleus and Plasma) 2017 Age of Our Oil Palm Trees
( o I...\
o L o0
389,828 ® Nucleus Palm Oil  64% :'5.:' Average ':':': Immature 15%
\ Hectares Nucleus Rubber 5% o6 15yearsold J22) ® 4-6years 5%
\J o e o L] 00
o oo © Nucleus Sugar 3% ':, X 0 ® 7-20years 47%
e_o [ ] eo_o [ ]
.':::..'.’.’.'::.‘:°° ® Nucleus Other Crops 5% s eaaseels ® > 20 years 33%

® Plasma Palm 0il 22%
® Plasma Rubber 1%

New Palm oil mill at South Sumatra
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Business Overview

Value Chain - From seed to sales

Capturing Value Across The Entire Supply Chain

R&D/Seed Plantations Mills/ Finished
Breeding Refineries products

4 7\’# R i e e
F — T ==

foREX T e

AN AN
7 7

Distribution

\g
\4
N\ %4

OIL PALM: OUR PRINCIPAL CROP OTHER CROPS

We develop and innovate seeds and planting materials. We  In 2017, we produced 11,000 tonnes of sheet or cup lump

engage in plantation operations. We harvest, mill, refine and  rubber from operations in North and South Sumatra, East

process CPO into cooking oil, margarine and shortening. Since  Kalimantan and Sulawesi. Around half of it is exported to

64% of our CPO processed in refineries comes from our own  countries such as Singapore, the US and UK.

plantations, we have greater control of ‘value drivers’ relating

to how we manage sustainability risks and opportunities. Our sugar operations are found in Indonesia, Brazil and
the Philippines, partly managed through joint venture and

Our oil palm seeds are produced using world-renowned  other investments. In 2017, we produced 870,000 tonnes of

breeding populations from Southeast Asia and Africa. We  sugar, and 224,000 m? of ethanol for export and domestic

have two advanced seed breeding R&D centres: Sumbio, in  markets. Our sugar joint venture, CMAA, achieved Bonsucro

North Sumatra and PT SAIN in Pekanbaru. They produce certification for 893,000 tonnes of sugar cane harvested

high-yielding seed material, free of Genetically Modified from 12,345 hectares, representing just under a quarter of

Organisms which attract a premium on the open market. total production. The target is to achieve 100% Bonsucro
certification by 2021. Similarly to palm oil, we run a sugar

As of 31 December 2017, our total planted oil palm estates = smallholders programme, supporting the purchase of seed

were 247,630 hectares, of which 15% were immature estates.  cane and fertilisers.

The average age of our oil palms is 15 years, which is a key

factor affecting the volume of CPO we can produce. OUR EDIBLE OIL PRODUCTS
Nearly 90% of our branded edible oil and fats are sold in the

We process FFB into CPO in our mills. CPO is refined into  domestic market, the remainder is exported.

cooking oil, margarine and shortening. In 2017, our total

FFB production from our nucleus estates, plasma and third  In Indonesia, our cooking oils are sold under the leading

parties was 4,043,000 tonnes. These FFB were processed into  brands Bimoli, Bimoli Spesial, Delima and Happy. Our

842,000 tonnes of CPO. consumer margarine and shortening are marketed under
the Palmia and Amanda brands, while their industrial
equivalents are Palmia, Simas, Amanda, Malinda and
Delima.

Our finished products - cooking oil and margarine
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Business Overview

Regional Presence

247,630

19,869

hectares of
rubber

hectares of
oil palm

OUR PLANTATIONS AND REFINERIES

Indonesia

IndoAgri owns strategically located estates and production
facilities across Indonesia. The Group’s planted area
occupies 300,387 hectares. 0Oil palm dominates our
plantation operations. Estates are largely located in
Sumatra and Kalimantan, while our refineries are mainly
found in Jakarta, Medan, Surabaya and Bitung.

Where we operate

12,

hectares of
sugar cane

618 § 20,270 g 49,204

hectares of hectares of
other crops sugar cane

Brazil

IndoAgri has a 50% interest in CMAA, which operates 49,204
hectares of planted sugar cane, of which 45% is company
owned and 55% belongs to third parties.

Philippines

IndoAgri has a 30% interest in FP Natural Resources Limited,
which owns a 62.9% shareholding in RHI, the largest integrated
sugar business in the Philippines.

@

See also detail on our mill and plantation locations, on pages
152-153 of our Annual Report 2017.

©

©

SOUTH SOUTH
EAST ASIA AMERICA
H BRAZIL
.H PHILIPPINES :
¥ i
*:ﬁ“ SINGAPORE - .- :Rc Lo
Sumatrﬁ;::‘*.s:. M% EE 55.000 E:..:E §
=s§§?§§s=ss olimanton a1 Sulawes i
INDGNESIA ’& M 00 .
..J.a.va.::::a“.gé:...ss.::::.. bl
Legend % oil Palm & Rubber © Cocoa i Refinery
# SugarCane  <¥® Timber ¥ Tea %’ Sugar Mill
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SLV/HWMﬁL Performance

Turnera subulata helps control pests naturally and reduces reliance on pesticides



Environmental Performance

We protect eco-systems and use resources efficiently so that
we can meet the expectations of our stakeholders and preserve
theenvwonwmnt

In this section

We explain how we are doing on delivering our commitments to zero deforestation, no
peatland planting, fire control and resource efficiency.

Progress headlines

Issue boundaries

R&D, Seed \
breeding /

N

Plantation . .
Nucleus, Plasm> Mills, Reflner|e>

Finished produ
distribution

>

Consumers >

Environmental impacts principally occur in the
origination and manufacturing stages of our
business. Stakeholders affected by, and who
may influence, such impacts:

Employees

Smallholders
Communities

Investors

Customers

Civil society organisations

17
INDOFOOD AGRI RESOURCES LTD
SUSTAINABILITY REPORT 2017



THE ISSUES

We have a social, environmental and commercial
responsibility to use resources efficiently to minimise
negative impacts. We formally evaluate environmental
risks for their impacts on the business and on the value
represented by eco-systems, riparian areas and local
communities.

Land use is a major factor influencing the health of
ecosystems and climate change. Careful land management
and tenure agreements will help to lower harmful emissions
and preserve biodiversity value while respecting human
rights and families” livelihoods. In addition, peatland
drainage and fire create significant negative environmental
impacts, such as methane emissions and transboundary
haze. Industrial sites and transportation should be operated
efficiently within resource constraints, alongside waste
minimisation and pollution control as part of the transition
towards to a lower carbon economy.

Reducing environmental impacts

OUR RESPONSE
Targets drive performance and track progress.

Our Policy sets environmental commitments on material
issues for us and our supply chain, using Responsible
Supplier Guidelines (see Responsible Sourcing chapter
page 28).

Environmental improvements are guided by the six
Programmes (page 8], an important focus of which is
improving use of land and smallholders environmental
practices.

We have put in place an Enterprise Risk Management
framework and Whistle-blowing mechanism to ensure
compliance with relevant environmental requirements.
Working towards our target, Environmental Management
Systems, due for ISO certification by end 2019, have been
implemented in 65% of our mills, refineries, estates
compared to 61% in 2016.

o Staws Progress |

1 By 2018: Reduce energy consumption in palm oil mills and

refineries by 5% and 3% respectively (2016 baseline)

2% reduction in RSPO/PROPER mills; remains
stable for refineries

2 By 2018: Reduce water consumption per tonne FFB 0.2% reduction in RSPO/PROPER mills
processed in palm oil mills by 3% (2016 baseline) compared to 2016
3 Byend 2017: Implement HCV rehabilitation plan for each - Achieved 100%
plantation site
4 By 2018: Phase out the use of Paraquat = 100% of all estates Paraquat-free by end of
March 2018
5 Byend 2018: all of our factories and refineries are ready for One mill received Green rating. PROPER blue

PROPER certification*

rating achieved by 10 mills, four refineries (and
three other crops factories)

*

W Achieved In progress

SCOPE OF DATA

Participation in PROPER certification is subject to appointment by the Indonesian Ministry of Environment and Forestry.

Our data relate to all RSPO/PROPER certified and audited palm oil operations, unless otherwise stated. Partial year
data are included for one mill that ceased operation in April 2017.
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By 2017, it is estimated that around 60% of the palm oil
industry operators and traders had a 'no deforestation’
commitment - see ours in our Policy on our Sustainability
Home web page. There is an increased awareness of
reputational and social risks of deforestation in the food
and agriculture sectors.

Responsible agribusinesses have agreed to eliminate
deforestation, and IndoAgri has included policies which
preserve areas of HCV and HCS within our operations.
Prior to any new planting we use the HCS Approach Toolkit
which allows estates to quantify carbon stocks of assets
and gauge FPIC in the community.

In 2017, we recorded no primary forest clearance and
no degradation of HCV areas

IndoAgri has under its control some areas of HCV.
Consequently, we have HCV Management Plans at all
of our plantations including RSPO-certified and non-
certified sites. Such Plans are based on an assessment
by an accredited third-party. Additionally, we have been
conducting a HCS study at 11 estates in South Sumatra.
We have also conducted HCV training for independent
smallholders there - please see page 34 for details.

In 20/7, we recorded:
A/ primary forest

clearance

AV )eﬂrﬁ)nh}m of
HAV areas.

\

ENGAGE TO PROTECT

Community relations are part of HCV management
at the core of building trust and consent. Each HCV
team has a formal dialogue process with relevant
stakeholders about HCV land management,
including monitoring, wildlife, signage, borders,
and any disturbances. During planting we aim
to clarify land ownership and land rights. Our
land acquisition process complies with the
Indonesian law and regulations, and applies the
FPIC principle under our Policy. It makes good
business sense to ensure that our process does
not threaten supply resilience and where we
have RSPO certification, we can be confident that
engagement, land rights and ownership rights
are respected.

19

Going further, to help deliver what our Management Plan
sets out, 100% of our sites have HCV Rehabilitation Plans
up and running. They aim to deliver enriched biodiversity
and/or afforestation in existing HCV areas, especially
riparian area.

Our Policy commits us to no planting on peat regardless
of depth. In 2017 our records show that new planting
was avoided and water levels were maintained in all
peatlands under our control. For established plantations,
we ensure the implementation of Best Management
Practices for peat to manage and improve the ecological
functions of peatland within and adjacent to our
concessions. Peatlands are a major source of carbon
emissions when drained or burned, and Indonesia has
introduced legislation banning planting on peat soils.
External monitoring of the sector is intensifying: for
example, the Intergovernmental Panel on Climate Change
and Global Forest Watch Climate have published guidance
and mapping of CO, emissions from drained peatlands
across Indonesia and Malaysia.

PEATLAND PROTECTION

IndoAgri complies with Indonesia’s Government
Regulations including the recently-issued no.
71/2014, which prohibits:

e clearing new land relating to forthcoming
protection/cultivation zones;

cutting drainage channels that may dry out peat;
intentionally burning peatlands and/or being
negligent in extinguishing unintentional fires;
performing other activities that result in
damage exceeding standards stipulated under
the law.

PEAT FEATS

We continue to promote the benefits of canal
engineering techniques that show farmers a
rapid solution to stop peatlands drying out.
This work stems from projects begun in 2015.
We continue to monitor water levels on estates
using peat subsidence measurement, GIS remote
sensing, 3D flood risk modelling. Since early
2016 we installed additional drainage channels,
water gates and service road overflows to
ensure appropriate water distribution during dry
seasons, depending on local requirements.

INDOFOOD AGRI RESOURCES LTD
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Alongside our Policy commitments, it is important to
note that where our assets are RSPO-certified, peatland
is protected, explicitly under RSPO Principle 7. Our HCV
management approach described above also embraces
peatland (categories HCV3 and HCV4, note that they
exclude carbon storage as an ecosystem service).
Additionally, maintaining a minimum water table depth
for our existing cultivated peatland is a top priority, and
nucleus planting programmes have to be approved at
Executive Board level. We also promote strict peatland
management to plasma and independent smallholders.

FIRE

Burning drained peatland or forest - accidentally or
otherwise - will likely result in transboundary haze, the
resultant economic costs and health hazards of which are
significant.

Monitoring and engagement are crucial. Our fire experts
work in landscapes with a complex mix of land types;
manmade fires can occur, and spread, across most types.
We recognise that 2016 saw a longer wet season resulting
from La Nina that helped stem the threat. 2017 has seen
a return to the heightened levels of risk, affecting areas
where we operate such as West Kalimantan and South
Sumatra. Figures from the Environment and Forestry
Ministry and NOAA satellite sources suggest that hotspot
numbers nationally were higher than in 2016. The
Indonesian government, meanwhile, is aiming for stricter
fire controls and declared emergency status in some
areas in 2017.

In coordination with the local government and community in
the field, we delivered 223 fire control training days during
2017 (2016: 124 days). The Environment Ministry uses joint
fire patrols, and regional disaster mitigation agencies work
with the military and the police on prevention; we aim to
support them where possible.

During 2017, our analysis indicated an improved level of
fire risk control on assets we manage.

The way IndoAgri controls fires is systematic but it also
depends on local engagement to achieve results. In 2017
we invested in an additional 72 fire towers and once again
worked with local government, village chiefs, and local
communities to build local capacity and knowledge to
prevent fires. The key change is switching from traditional
clearance using fire to modern approaches, supported
by villages and businesses, such as the government-
sponsored “Fire Aware Community” (Masyarakat Peduli
Api) programme. We continue to help such communities
in high-risk areas.

Our 72 new fire towers, new equipment and training are
helping to deliver on the commitment to zero burning on
all assets (IndoAgri and suppliers) in line with our Policy.
IndoAgri's ERM team uses satellite data to gauge the risk,
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while operational teams ensure that land preparation is
done mechanically and that good practice is shared.

o —————

N o

Our fire patrol team in Riau estate

ENERGY AND GHG
Process efficiency leads to lower costs, fewer carbon
emissions and a better shareholder return.

We continue to consolidate good management practices
on site. Our sustainability team is focused on resource
efficiency and works with colleagues from Indofood Group.
Supported by energy studies in 2016, the goal is to identify
energy savings and earmark more sites with energy
efficiency opportunities.

WHAT A BENCHMARK SITE CAN BE LIKE

The Ministry of Environment and Forestry, along with
other relevant partners, is developing GHG emission
tools and a national default value for the palm oil
sector. One of our Lonsum RSPO sites was selected
as a benchmark site in this work. The data will help
companies improve their GHG calculations and will
help the government to understand environmental
performance in the agribusiness sector.
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Environmental Performance

Energy consumption per tonne of material produced in our
refineries remain stable since 2015. 6% of fuel used in our
refineries is from renewable biomass (6% in 2015).

Energy consumption per tonne FFB processed [(energy
intensity) at our mills fell to 3.12 GJ/tonne in 2017. Again,
99% of milling fuel is renewable shell and fibre by-products.

ENERGY MANAGEMENT STANDARDS AT WORK

The Energy Management System standard, 1SO 50001,
specifies the requirements for an organisation
to implement, maintain and improve an energy
management system, enabling continual improvement
in energy performance and efficiency. Our energy
managers received training on the standard in 2017.

Indonesia transitioned from a robust energy exporter
in 2000 to become an importing nation faced with
growing domestic demand and rising costs. The
Ministry of Energy and Mineral Resources (MEMR]
drafted a National Energy Conservation Plan and the
Government’s National Standardization Agency adopted
ISO 50001 in 2012 as Indonesian national standard for

energy management systems.

Mills: Energy consumption 2017

Energy Consumption

Fibre 8,589 73 7,292 74 6,979 73
Palm Shell 3,004 26 2,520 25 2,421 26
Total from renewable fuel 11,593 99 9,812 99 9,400 99
Diesel 94 1 110 1 109 1
Total from non renewable fuel 94 1 110 1 109 1
Total Energy Consumption 11,687 100 9,922 100 9,509 100
GJ/Tonne FFB Processed 3.15 3.19 3.12

Note: Our intensity figures refer to the energy types listed for mills and refineries as shown and are based on energy consumed within the
organisation. Data are not currently available on the overall breakdown of electrical, heating, cooling and steam energy consumed: we are
reviewing the data on these. No energy is sold off site. Also, our Arta Kencana mill ceased operation in April 2017, therefore only partial year
figures for that site are used.

Refineries: Energy consumption 2017

_Gj(000) | % | Gilo00) | % | _Gjl000) | %
89 5 96 6

Energy Consumption

Palm Shell 111 6
Total from renewable fuel 89 5 96 6 11

Diesel* 101 6 198 1 119

Coal 518 30 501 28 489 27
Gas** 913 53 884 50 1,011 56
Electricity 98 6 90 5 90 5
Total from non renewable fuel 1,627 95 1,673 94 1,709 94
Total Energy Consumption 1,716 100 1,769 100 1,820 100
GJ/Tonne material produced 0.25 0.24 0.25

* Diesel including High Speed Diesel Oil and Marine Fuel Oil.

** Gas including Liquefied Natural Gas (LNG) and Compressed Natural Gas (CNG)

Note: Data from four refineries (out of five) are based on consumption per tonne of material processed, in six processes: (i) tank yard [ii) refining
CPO (iii) fractionation (iv] margarine (v cooking oil filling and (vi) finished goods warehousing. Data are not currently available on the
breakdown of electrical, heating, cooling and steam energy consumed.

Restatement of energy consumption data from previous years is due to improved calculation method. [GRI 102-48]
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Environmental Performance

GREENHOUSE GAS EMISSIONS

The primary GHG emission source at IndoAgri is land
conversion: measurable changes in carbon stock during
the development of plantations. We note that 24.9% of
IndoAgri's GHG emissions are the result of low-level
methane emissions from peat, rather than from its
disturbance. Other sources are from burning fuels, POME
emissions and nitrous oxide emissions from fertilisers.

Total net emissions in 2017 for each tonne of CPO and palm
kernel (PK] were 1.54 tonnes CO,e (2016: 1.79 tonnes CO,e).

GHG Emissions

Emission Sources Description

Emissions related to transport of CPO to four refineries
were 0.07 tonnes CO,e per tonne CPO transported (2016:
0.05 tonnes CO,e/tonne CPO.

Our three aerated bunker composters [including one
at our new Kencana Sari milll continue to reduce
methane emissions by 30%-70% compared with standard
composting.

Emission (tonnes CO_e/tonne of CPO)

Direct Emission Estate 1 Land conversion 0.98 1.16 0.95
Direct Emission Estate 2 Peat emissions 0.69 0.78 0.63
Direct Emission Estate 3 N,O from fertilisers 0.20 0.21 0.21
Direct Emission Mill 4 Methane from POME 0.47 0.46 0.46
Direct Emission Mill 5 Fuel usage in the mill 0.01 0.01 0.01
Indirect Emission 6 CO, emissions from fertiliser 0.07 0.06 0.09
Scope 3/Transportation Emission 7 Fuel usage in the field 0.04 0.05 0.04
Direct Emission Estate 9 Outgrower 0.28 0.17 0.12

Total Emissions from Mills and 2.74
Estate Operations

Carbon Sinks 10
Carbon Credits 11-12

housing grid

B Crop & HCV sequestration

C Sale of PK shells and
export of excess electricity to

(0.92)
(0.03)

(1.07)
(0.04)

(0.91)
(0.06)

Net Emissions from Operations

* Reference numbers refer to the diagram available on the environmental section of IndoAgri’s sustainability web pages.

Note 1: Gases included in the calculations are carbon dioxide, nitrous oxide and methane. Calculations are based on site-specific data and
published defaults (emissions factors and GWP's] using the RSPO Palm GHG Calculator V3.0.1. Transportation data are excluded in the
new version. The calculation relates only to plantations and mill sites under our operational and financial control.

Note 2: The GHG emission data in 2015 and 2016 are based on 10 RSPO-certified mills and 28 estates. An additional one mill and two estates are

included in the 2017 calculation.

2017 GHG Emission Sources

® Land Conversion

Peat Emissions

® N,O from Fertilisers

® Methane from POME

38.0% ® Mill Fuel Use 0.5%
24.9% ® CO, from fertliser 3.6%
8.4% ® Field Fuel Use 1.8%
18.1% ® Outgrower 4.7%
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AGRICULTURAL INPUTS

In the field we adjust how we cultivate, in the laboratory
we research improvements. Demand for palm oil in
food and other products continues to grow globally, but
whilst land is finite we are working with an efficient and
high-yielding crop. We continue our efforts to maximise
that yield at nucleus and plasma plantations and with
independent smallholders. The main focus areas relevant
to the environment are:

e Crop health: fighting pests and diseases for productivity
and waste minimisation, using only government-
approved crop protection agents.

¢ Yield: careful fertiliser dosages, precision agronomy.

e Physical protection: using hydrology and ecology to promote
beneficial plants, insects, and soil micro-fauna.

e Handling and safety: all operatives are trained and
qualified on safe handling, storage and spraying.

RESEARCH AND INNOVATION ARE CRUCIAL TO
EFFICIENT LAND USE

We collect data to analyse and improve yield on a
block-by-block basis, with untapped yield potential if
done tree by tree. We are also looking at expanding
mechanised fertiliser application technologies, as
well as crop resilience, and enhancing good estate
management practices.

Our other R&D work recognises environmental
risk too. As well as integrated pest and disease
management (IPM] we research soil and water
conservation, fertiliser management, recycling mill
by-products, training and collaboration.

A mechanised fertiliser application in South Sumatra estate

FERTILISER MANAGEMENT

In the field and in the laboratory we work to improve our
soils and water quality using a blend of precise fertiliser
dosage and natural improvements. It depends on soil
productivity and the age of the trees in each plantation
block. Whilst we administer fertiliser during planting
and replanting we also use leguminous cover crops to
manage atmospheric nitrogen and improve the soil. We
also recycle empty fruit branches (EFB) and POME for use
as a soil improver. 89% of total volume fertiliser used is
organic. Inorganic fertiliser use increased because the
nutrient status derived from our leaf analyses showed a
requirement for higher dosages.

Fertiliser Consumption

(‘000 tonnes)
547.0 512.1
446.9
59.8 37.2 64.3
000000 000000 000000
I I |
2015 2016 2017

Organic Fertilisers @ Inorganic Fertilisers

Note: Scope of data is RSPO-certified/audited estates;
39 sites in 2017.

Pesticide Consumption

(000 litres)
eoo00e /8
o
s 79.4
sssses
03 HEEE o]
32.4
39.4 29 4
205.0
130.9 117.9
2015 2016 2017
® Herbicides © Paraquat @ Fungicides ® Insecticides

® Rodenticides

Note: Scope of data is RSPO-certified/audited estates;
39 sites in 2017.
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Environmental Performance

CROP HEALTH

Whilst pesticide use varies from year to year in all
agribusinesses, we apply IPM to achieve a variety of benefits
such as cost savings, lower risk to human health and richer
biodiversity. On IndoAgri estates we suppress weeds using
leguminous cover crops, we encourage natural habitats for
predators of leaf-eating insects and we continue with our
successful Barn Owl rodent control programme.

In 2017, we celebrated 20 years of Barn Owls breeding!
Our annual brood of around 12,000 owlets takes place
on our estates in Riau, South Sumatra and Kalimantan.
Clear benefits result from lower use of rodenticides in our
plantations.

20 YeArs ./

In 20/7, we celebrated
20 years af breedis Bﬁ.m

Owls for natural, 1ological
rodent control

We have eliminated the use of Paraquat from our operations
in North Sumatra a year earlier than targeted. From April
2017 IndoAgri ceased all purchasing of Paraquat from all
estates. IndoAgri complies with government regulations
(Komite Pestisida) on restricted pesticides.

Barn owls for rodent control, shown here in an estate in Riau
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Environmental Performance

Whilst the chart shows an increase in herbicides due to
replanting activity, our IPM, monitoring and biological
control programmes are helping to reduce the use of
inorganic and organic treatments overall.

WATER

Water intensity at mills and refineries remains stable.
Recognised as a globally important resource, water is
managed carefully at our estates, mills and refineries.
Our plantations are entirely watered by rainfall, 84% of
mill water is from rivers; 75% of refinery water is from
municipal sources; the proportions from groundwater
and reverse osmosis are 23% and 2% respectively. Water
used in offices and site accommodation is rain-fed. All
plantation site water is subject to formal environmental
controls (AMDAL]) and is within the scope of HCV
assessment (page 19).

e At our mills: we use 0.95 m? of water per tonne product
milled (no change from 2016).

e At our refineries: we use 0.09 m® per tonne of produced
refined, a reduction of 8% compared to 2016 levels.

Refinery at Tanjung Priok

Water Consumption in Mills

('000 m3)
0-.96 0.95 0.95
[ ) [ )
3,572.1
2o 2.897.6
2015 2016 2017

® Consumption ‘000 m® @ Ratio m3/tonne

Note: Data from RSPO- and PROPER certified/audited palm

oil mills (17 out of 24 mills]. Water consumption ratio
covers industrial usage per mill. Ratio is based on
average consumption in m? per tonne of FFB processed.

Water Consumption in Refineries

(‘000 m?)
0.10 0.10
° ° 0£9
2015 2016 2017

©® Consumption ‘000 m*® ® Ratio m%/tonne

Note: Data from four refineries based on water

consumption per tonne of material processed,
in six processes: (i] tank yard (i) refining CPO (iii)
fractionation (iv] margarine [v] cooking oil filling
and [vi] finished goods warehousing. Calculations
are based on metered volumes. Water content
of product is excluded. Restatement of water
consumption data from previous years is due to
improved calculation method. [GRI 102-48]
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Symbolic of good environmental 'housekeeping’, waste
management is core to effective process efficiency and cost
control. Our sites have waste management arrangements
in compliance with Indonesian regulations and waste
minimisation that is guided by PROPER and 1S014000
processes.

e At our mills: we produce an average of 2.3 tonnes
of hazardous waste at our mills (2016: 1.95 tonnes).

e At our refineries: we produced a total of 30,032 tonnes
of hazardous waste at our refineries, 72% of which is
spent earth.

Most solid waste and effluent from milling becomes
compost or feedstock for our boilers.

Hazardous Waste in Mills 2017

® lubricants 72.7%
Battery 7.0%
Oil Filter 8.3%

® Chemical Pail 7.6%

® Others 4.6%

Note: Data from RSPO and/or PROPER audited, certified mills.
“Others” comprise rags, electric lamps, paint cans, clinical and
laboratory waste, used cartridges, and contaminated goods.

Hazardous Waste in Refineries 2017

® Spent Earth 72.6%
Fly Bottom Ash  25.7%
Others 1.7%

Note: Data from four refineries. “Others” consist of batteries, filter oil,
lubricants, electric lamps, rags, clinical waste, carbon waste,
sludge waste, used nickel catalysts, contaminated packaging
and gloves, and used print cartridges.

Mill effluent discharge remains stable and in compliance
with regulatory control; it is spread on land as a soil
improver. Mill wastewater, such as POME, is treated on site;
an aerated bunker composting system is in place at three
mill sites.

e Mill effluent volume: in 2017, we discharged 1,710,126 m?
of wastewater from our 17 certified/audited mills, down
1.5% (2016: 1,735,893 m3).

e Mill effluent quality: the median Biological Oxygen
Demand (BOD) was 2,602 mg/l at 17 certified/audited
sites (2016: 2,476).

Refinery effluent discharge remains stable and in
compliance with regulatory controls; it is sent to wastewater
treatment plants prior to release into water courses or
municipal sewers.

e In 2017, we discharged 204,701 m® of refinery wastewater
(2016: 288,239 m?).

Mill effluents

5,000
2017 2,602.0
2016 2,476.0
2015 2,686.5
Median BOD
Maximum limit on government regulation
Refinery effluents
75
2017 9.0
2016 9.0
2015 10.0
Median BOD

Maximum limit on government regulation
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SCOPE OF DATA
Our data and targets relate to RSPO/PROPER
certified and audited sites, unless otherwise stated.
Partial year data are included for one mill that
ceased operation in April 2017.

No spills of effluent, CPO or diesel were recorded in 2017
during harvesting, processing or transportation. No fines
or sanctions related to environmental regulations were
imposed on IndoAgri in 2017.

We do not use recycling or take-back systems for
packaging materials. Other waste, from offices and site
accommodation for example, is not recorded.

PROPER - the Indonesian government’s environmental management evaluation

[Region ____IType _[Name | 2015 | 2006 | 2017

Riau Palm Oil Mills Kayangan ® ®

Riau Palm Qil Mills Balam (] [ ) )
Riau Palm Qil Mills Sungai Dua ® ) ®
Riau Palm QOil Mills Sungai Bangko () [ ()
Riau Palm Oil Mills Napal () [ ) ()
Riau Palm Qil Mills Lubuk Raja (] [ ) ()
North Sumatra Palm Qil Mills Turangie () ) )

No PROPER

assessment in

South Sumatra Palm Qil Mills Arta Kencana (J [ ) 2017 as the mill
ceased operation
in April 2017
South Sumatra Palm Qil Mills Sei Lakitan () () )
East Kalimantan | Palm Qil Mills Pahu Makmur* ® ® ®
East Kalimantan | Palm Qil Mills Ampanas* () [ ) ()
West Kalimantan | Palm Qil Mills Bengkayang [} [ ) [
West Java Tea Factory Kertasarie () [ ) [ )
South Sulawesi Rubber Factory Palangisang () () )
South Sumatra Rubber Factory Sei Rumbiya () () )
Jakarta Refinery () () ()
Surabaya Refinery Surabaya () [ ) ()
North Sumatra Refinery Lubuk Pakam () [ ) ()
North Sulawesi Refinery Bitung (] [ ) [

* The audit was performed by provincial government.

Note: The participation in the PROPER audit is subject to the approval by the Indonesian Ministry of Environment.

® Emissions in compliance with regulatory standard
® Emissions less than 50% of regulatory standard; proper disposal of wastes; good housekeeping; accurate emissions records;

reasonable maintenance of a wastewater treatment system.

RED LIST

For detail on Red List or other national conservation list species found on our estates, please see

http://www.indofoodagri.com/environmental-performance.html
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Work is under way to meet the robust environmental and social
standards required by our stakeholders and customers so they
can be confident of a traceable, responsible supply chain.

Aiming for a traceable, sustainable supply chain, we explain how we work with our own
estates and independent suppliers to satisfy our Policy.

PRODUCT TRACEABILITY SUSTAINABLE SOURCING
e Around 64% of CPO is sourced from e Supplier verification: engagement
our own mills. process underway guided by revised
e All CPO we refine can be traced back to Supplier Guidelines
a supplier mill. ® 53% of our CPO production was
* 100% of FFB arriving at our mills is RSPO-certified in 2017
traceable to plantation (77% nucleus e Policy compliance: In 2017, all
and 23% plasmal). IndoAgri mills were audited against

our Policy requirements.

e Innovation in seed breeding continues

e RSPO certification process is used to
ensure no risk for human rights.

e RSPO group certification with four
cooperatives (KUD).

R&D, Seed Plantation Finished product

breeding Nucleus, Plasma Mills, Refineries distribution Consumers

The impacts of concern here affect the
origination and manufa