WHAT POLICIES HAS REA IMPLEMENTED?
REA regularly evaluates its approach to sustainability to ensure that the group continues
to address the risks and opportunities associated with its expanding business and meet
the evolving expectations of its stakeholders.
The group is committed to operating in a responsible and transparent manner and has made its policy framework
publicly available since 2015. In addition to the sustainability information published each year in the annual report,
the group publishes detailed information regarding the group’s environmental and social performance, as well as
the sustainability challenge, in accordance with the internationally recognised Global Reporting Initiative (GRI)
standard. This allows the group’s sustainability performance to be compared with that of other oil palm growers and
allows stakeholders to monitor the group’s progress in meeting its sustainability commitments.
Zoological Society of London (ZSL). SPOTT uses publicly available information to assess palm oil producers,
processors and traders on the transparency of their disclosures regarding policies, operations and commitments to
environmental, social and governance best practice. The overall SPOTT score comprises three disclosure
categories: organisation (the operations, assets and management structure); policies (the commitments and
processes that guide the operations); practices (activities that actively progress towards targets and
implementation of policies and commitments). Whilst the number of assessment categories, indicators and
companies varies from year to year, the toolkit is designed to incentivise implementation of best practice with
respect to, inter alia, sustainability and traceability, and the management of forests, biodiversity, peatlands, fire,
GHG emissions, water, chemicals, pests, smallholders, community rights and labour rights. The group scored over
75% in October 2019, ranking 8th out of 99 companies assessed. By comparison, in 2018 the group scored 70%
ranking 19th out of 70 participating companies, and in 2017 scored 67% ranking 16th out of 50 participating
companies.
In 2015, REA established a set of policies that underpin the group’s commitment to sustainable practices and
demonstrate the group’s desire to remain at the forefront of sustainable palm oil production. These policies cover
business ethics, responsible development, environment and biodiversity conservation, human rights, health and
safety, and reporting publicly its GHG emissions. To further define the group’s commitment to sustainable
development, REA has recently issued a supplementary policy: No Deforestation, No Peat, No Exploitation
(NDPE). The group’s policies incorporate the requirements of all of the sustainability standards and certifications to
which the group has committed. These standards are embodied in various certification schemes, specifically the
Roundtable on Sustainable Palm Oil (RSPO, Principles & Criteria 2018), Indonesian Sustainable Palm Oil (ISPO)
and International Sustainability and Carbon Certification (ISCC), which focus on no-deforestation, transparent
feedstock supply chains and measurement of greenhouse gas emissions. The group remains committed to
ensuring that all of its plantations and mills achieve and maintain certification under these internationally
recognised schemes. Other standards to which the group is committed include the International Standards
Organisation’s Environmental Management System (ISO 14001), the Occupational Health and Safety Management
System (OHSAS 18001), and regulatory requirements, such as the UK Bribery Act 2010 and the Modern Slavery
Act.
REA’s Business Ethics policy (updated in April 2020) prohibits the giving or receiving of bribes or facilitation
payments. This commitment is reinforced by way of internal memoranda (11769 / HRD-CEN / VIII / 2019 20 August
2019) regarding compliance with the group’s code of ethics.
In addition to these commitments, all suppliers must sign an agreement stating that they will comply with REA
policies on health & safety, environmental protection and all other standard operating procedures (SOPs). This
includes independent smallholders selling FFB to the group.
The full text of each policy is available to download at www.rea.co.uk.
Policies available for download
Business ethics

Responsible development

Human rights

Crocodile protection policy

Environment and biodiversity conservation

No deforestation, no peat, no exploitation (NDPE)

Health and safety
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Commitments and Targets
Commitment
Achieve the RSPO certification for
REA’s three 3 existing palm oil mills

Achieve RSPO certification for the 2
new palm oil mills that the group had
expected to commission in 2019/2020
in CDM and PBJ

Target
Ongoing

Status
• POM & COM certification was obtained in June 2011
• POM & COM recertification audit was conducted in June
2016
• POM successfully obtained recertification in June 2016
• COM successfully obtained recertification in July 2017
• In 2017-2018, the first surveillance audits for POM and
COM were successfully carried out
• SOM is awaiting certification (pending resolution of an
outstanding HCV compensation liability)

Not applicable

Development of the CDM mill has been delayed as there is
no immediate requirement; PBJ was sold in 2018, obviating
the need for an additional mill

No new development after 15
November 2018 within the HGU area
without an HCV and HCS assessment
conducted by an independent HCVHCS ALS (Assessor Licence Scheme)
assessor

Ongoing

Achieved. No new development is, or will be, permitted to
take place before completion of an HCV assessment by an
independent HCV-HCS ALS assessor

Map all encroachment within the
conservation reserves and develop an
action plan to restore these areas

Ongoing

REA is continuously monitoring conservation areas and
mapping encroachment sites, and has developed an action
plan to tackle the encroachment and regenerate the areas

No new development on peat

Ongoing

Achieved for all developing estates which undergo soil
surveys prior to development

Reduce the intensity of GHG
emissions per planted hectare

Ongoing

Achieved. The 3 existing mills (POM, COM and SOM) have
identified and monitored all sources of GHG emissions from
their operational activities

Biodiversity

Climate change

In 2019, gross carbon dioxide emissions associated with
REA’s oil palm operations in Indonesia were slightly lower
compared to 2018, reflecting lower emissions from peat
oxidation, fertiliser use and POME. By contrast, there were
slightly higher emissions from land conversion, whilst
emissions from fuel consumption were broadly similar. Net
emissions in 2019 were higher than in 2018, first because
some of the plantations are now over 25 years old and the
PalmGHG calculator (v.3.0.1.) assumes replanting after 25
years so that they no longer sequester carbon even though
this does not necessarily reflect the facts, and second
because of lower carbon sequestration in the conservation
areas following the sale of PBJ in 2018
Reduce the volume of water used to
process each tonne of FFB in all 3
mills

Health and Safety
No work-related fatalities

Ongoing

The 3 mills (POM, COM and SOM) monitor water usage on a
monthly basis; efficiency of water use in 2019 improved
slightly compared to 2018, to 1,69 m3 per tonne FFB

Ongoing

In 2018, there were no work-related fatalities and one non
work-related fatality
In 2019, there were three incidents resulting in four fatalities.
One such incident that resulted in two fatalities, though not
directly work-related as it occurred outside working hours,
took place on the return journey home by private motorcycle
and, therefore, constitutes a work-related incident for health
and safety reporting purposes
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Obtain OHSAS 18001 certification

2020

Delayed until 2020 as the group works towards full
implementation with monthly internal audits and inspections
conducted in accordance with the standard

Reduce lost time accident rates

Ongoing

In 2019, 1,171 Lost Time Incident (LTI) days were recorded
compared with 2,249 LTI days in 2018

Labour
No employees under the age of 18

Ongoing

Achieved: no employees under the age of 18

Reduce employee turnover rates

Ongoing

The total employee turnover ratio decreased from 15% in
2018 to 12% in 2019

Ongoing

Delayed. Land has been acquired to increase this
percentage and is currently undergoing the appropriate
assessments prior to development into oil palm

2025

The group is focusing on the RSPO certification plan for
smallholder cooperatives, but this will take time to achieve
with significant preparatory work required, such as providing
socialisation and training to several independent farmer
cooperatives

Ongoing

No new development takes place without the FPIC of the
local community

Completed in 2018
& ongoing

100% traceable supply base for all 3 mills: mapping and
tracking of smallholders was completed in 2018

Smallholders
Develop PPMD and plasma
smallholder oil palm plantings
equivalent to at least 20% of the total
area planted by the REA group

Achieve RSPO certification for the
mature associated smallholder
plantings supplying the group’s 3
existing mills
Communities
No new development without the FPIC
of local communities
Traceability
100% traceable supply base for all
three mills
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HOW REA INTEGRATES SUSTAINABILITY IN ITS
CORE PRACTICES THROUGH CERTIFICATION
Sustainability certification provides third party verification that national and international
standards for environmentally and socially responsible palm oil production are being
achieved and maintained.
Further, it encourages companies to improve their policies and practices by establishing higher premia for certified
products. REA’s framework of policies reinforce the group’s commitment to established best practices and
sustainable development, and help to create a culture of sustainability that is embedded in every level of the
organisation, so that each department and every individual is aware of the importance of their role in achieving and
upholding sustainability throughout the operations. In Indonesia, responsibility for sustainability matters rests with
the president director of the Indonesian sub-group of companies (REA Kaltim) and, at the group level, with the
managing director and the group board.
The sustainability department is responsible for monitoring the sustainability of all of the group’s estates and mills
and has expanded as new estates have been developed. The department is not just responsible for ensuring that
the group complies with the standards of each certification scheme, but also provides regular in-house training on
sustainability-related issues in an effort to ingrain sustainable working practices into the everyday operations of the
group. The sustainability team also works with the heads of each department to develop key performance
indicators for the workforce and sustainability agreements for third party contractors that are in line with our
sustainability commitments.
Multiple certification schemes and standards focused on palm oil production exist, such as the Roundtable on
Sustainable Palm Oil (RSPO) standard and the Indonesian Sustainable Palm Oil (ISPO) standard. Further, general
schemes and standards exist, such as the International Sustainability and Carbon Certification (ISCC) scheme,
focused on zero-deforestation and transparent feedstock supply chains and measurement of greenhouse gas
emissions. The group remains committed to ensuring that all of its plantations and mills achieve and maintain,
amongst others, RSPO, ISPO and ISCC certification.
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Sustainability milestones
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The Roundtable on Sustainable Palm Oil (RSPO)
The Roundtable on Sustainable Palm Oil (RSPO) is a multi-stakeholder organisation which aims to promote the
production and use of palm oil in a way that is ‘legal, economically viable, environmentally appropriate and socially
beneficial’. The group has been a member of the RSPO since 2007 and is committed to implementing the RSPO
principles and criteria for sustainable palm oil production throughout the group's palm oil operations. The group has
contributed to the development of the RSPO by actively participating in the Biodiversity and (HCV) working group
and the GHG emissions reduction working group.
The group’s two oldest mills Perdana (POM) and Cakra (COM) and their supply chains were first certified in 2011.
Surveillance audits are conducted annually to ensure continuing compliance and recertification audits take place
every five years. Following successful recertification audits in 2016, certification of POM and COM, the COM
kernel crushing plant (KCP) and their supply chains along with the group’s downstream bulking station remains
valid until 2021. The supply chain for COM now includes the group’s most recent mature estate, KMS, which
attained RSPO certification at the start of April 2020 after a two-year independent audit process. The annual
surveillance audits were also successfully completed in 2019.
In 2017, the Supply Chain Certification Standard (SCCS) awarded the group’s third oil mill at Satria (SOM) RSPO
certification for its mill and KCP. Subsequently, there was a change in the regulations whereby a mill is no longer
eligible for certification unless the estates that supply the mill are also certified in accordance with the RSPO
principles and criteria. This led to the SOM certification being rescinded pending certification of the Satria estate
that supplies it, although SOM’s KCP has retained its certification which remains valid until 2022. The annual
surveillance audit for SOM’s KCP was also successfully completed in 2019.
As previously reported, there remains an outstanding High Conservation Value (HCV)
compensation liability at Satria estate regarding a small area of land that was cleared in 2008 prior
to conducting an HCV assessment. The group’s proposal that clarifies the precise extent and
location of the land in question and sets out how the group intends to compensate for the cleared
land has been under review by the RSPO since 2017. SOM and its supply base underwent a stage 1
preliminary audit in November 2018. The company is currently awaiting the final approval for the
compensation liability from the RSPO, so that the company can start developing a concept note
and compensation plan prior to the certification audit and securing the re-certification of SOM.
A second HCV compensation proposal regarding approximately 959 hectares of land cleared at
CDM was submitted to the RSPO in 2018 in furtherance of the group’s commitment to achieve full
RSPO certification for all of its operations. The RSPO has responded positively to the objectives,
timeline and proposed compensation set out in the plan but, following a review in 2019, has
requested that an assessment be conducted to identify possible previous social impacts. Once
implementation has been agreed, the compensation payments will be settled over several years as
part of a time-bound plan agreed with the RSPO for RSPO certification of CDM by 2023.
Discussions with the RSPO are also taking place regarding a third HCV compensation liability in
respect of some 44.5 hectares at SYB’s Tepian estate arising from land clearing in 2007-2008 prior
to conducting the HCV assessment in 2008. Pending a conclusion of these discussions under the
RSPO’s remediation and compensation procedure, the group has decided to excise this area of the
Tepian estate from the POM supply base and, accordingly, POM has retained its RSPO certification.
The company is currently working with the RSPO on a proposal and compensation plan, which,
once approved, will allow the Tepian estate to be reinstated within the POM certificated supply
base.

RSPO Supply Chain Certification
In 2012, REA obtained RSPO Supply Chain Certified (SCC). This allows the group to sell its RSPO certified CPO
and CPKO to buyers committed to purchasing RSPO certified sustainable palm oil (CSPO).
If it can be proven that a specific batch of CPO or CPKO originated from an RSPO certified estate and mill, it can
be sold as identity preserved or segregated certified sustainable CPO or CPKO. If the certified product mixes with
non-certified products in the supply chain, then it can be sold as certified sustainable CPO or CPKO using a mass
balance system. This requires records to be kept that demonstrate that the volume of CPO and CPKO sold as
sustainable palm oil does not exceed the amount produced by the upstream RSPO certified mills over a specified
time period.
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REA operates two KCPs attached to the Cakra and Satria oil mills. These KCPs crush all of the palm kernels (PK)
produced at the group’s 3 mills. In 2019 total crushed PK was 38,076 tonnes, of which 21,787 tonnes (57.22%)
were from RSPO certified sources, with the remaining 16,288 tonnes (42.78%) being from uncertified sources.
REA currently does not crush PK from any other sources.
At present, the mass balance system is preferable for REA because it enables the group to continue to purchase
FFB from independent smallholders who are not yet RSPO certified.
By continuing to engage with these smallholders, the group can assist them in improving their farming practices,
which should enable them to obtain RSPO certification in the future. If REA had chosen to produce segregated
CSPO, REA would have had to exclude these smallholders from its supply chain. For many of these smallholders,
this would prevent them from obtaining income from their land due to there being very few alternative palm oil mills
near enough to process their FFB. More information about how REA is working with smallholders to improve their
practices can be found here.

International Sustainability and Carbon Certification
The International Sustainability and Carbon Certification (ISCC) is a multi-stakeholder initiative and sustainability
certification system. The defining feature of the ISCC standard is that it requires that the net GHG emissions
associated with the production and use of palm oil as a biofuel must be at least 35% lower than if the equivalent
amount of energy was generated by burning fossil fuels. Due to the fact that biodiesel produced from ISCC certified
palm oil is deemed to meet the requirements of the European Union Renewable Energy Directive (EU RED), EU
member states can count biodiesel produced from ISCC certified palm oil towards their renewable energy targets.
REA’s established oil palm estates, two mills and transhipment terminal first obtained ISCC certification in 2012.
REA’s third mill obtained certification in 2015. Surveillance audits are conducted annually and recertification audits
are conducted every five years. Following recertification audits, certificates were renewed in respect of all three of
the group’s oil mills in 2019 and again in March 2020.
The majority of the ISCC certified CPO produced by the group is sold to the biodiesel market.

Indonesian Sustainable Palm Oil (ISPO)
The ISPO standard is a policy adopted by the Ministry of Agriculture on behalf of the Indonesian Government and
is mandatory for all oil palm companies operating in Indonesia. REA Kaltim’s estates and its two mills, POM and
COM, first achieved ISPO certification in 2016 and have passed annual surveillance audits by the SGS Indonesian
Certification Institute each year subsequently. The current certification is valid until mid 2021. The SYB mill (SOM)
and estates obtained ISPO certification in 2018 which is valid until mid 2023. ISPO does not apply to immature or
development estates.

Certified sales
The group uses the RSPO PalmTrace system, developed and managed by UTZ, for certifying transfers of oil palm
products from mills to refineries. RSPO PalmTrace also offers a marketplace and the option to register off market
deals through a “Book and Claim” system for RSPO credits; such registration confirms that the applicable CPO and
CPKO was produced by an RSPO certified company.
Each sale of CPO and CPKO can only be made with one certificate, so the group has to decide which certification
should apply to each sale. Most CPO is sold with ISCC certification because, in the context of the overall market
for CPO, the group’s monthly production is relatively small and this makes it challenging to find buyers for the
group’s CPO as RSPO certified. The same is true for CPKO but there is no market for ISCC certified CPKO.
Where CPO and CPKO cannot be sold with ISCC or RSPO certification, available CPO and CPKO sustainability
credits are sold through the PalmTrace system or off market to specific buyers.
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Production and sales of certified CPO and CPKO are shown below:
Tonnes

2019 Sales
CPO

RSPO sales
RSPO credits
ISCC
Other (not certified)
Total

CPKO

1,800
6,665
118,261
116,383*

999
7,900
–
6,603

243,109

15,502

*includes some certified CPO production that was sold without any sustainability premium

ISO 14001
ISO 14001 is the international standard for an effective environmental management system that supports
organisations in the development and implementation of environmental policies and objectives. The group
maintains ISO 14001 certification, which is subject to annual renewal, for all of the REA Kaltim and SYB estates
and mills as well as the bulking station.
The group’s mills are also rated annually under The Program for Pollution Control, Evaluation and Rating
(PROPER). PROPER is an initiative of the Indonesian Government’s Environmental Impact Agency which seeks to
mitigate risks of pollution and associated consequences. The group is rated at both provincial and national levels. A
blue rating denotes that environmental management standards meet the regulatory requirements; a green rating
denotes that that the company’s standards go beyond the standard regulatory requirements.

POM
COM
SOM

Provincial

National

Blue
Green
Blue

Blue
Blue
(POME* permit received; awaiting inclusion in the National scheme by
PROPER Commission)

*Palm oil mill effluent
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RESPONSIBLE DEVELOPMENT
To mitigate the environmental and social impacts associated with oil palm expansion, the
group has in place a policy and standard operating procedure for responsible
development.
A critical stage of developing a new oil palm plantation is the land acquisition process. REA takes care to ensure
that all legal, formal, customary or traditional land use rights linked to an area of land are systematically identified,
verified and documented. Only if free, prior and informed consent (FPIC) is granted by any land use rights holders
will the land acquisition and development process proceed.
The company undertakes a rigorous process to determine legal ownership of the land for which compensation is
payable. This process consists of the following steps:
1. Individual discussions and land identification by, amongst others, participatory mapping with the individuals
who identify themselves as being the rightful landowners and with the involvement of local government
officials
2. Discussions and compensation negotiations with the verified landowner
3. If agreement is reached over the level of compensation to be paid by the company to the verified
landowner, payment documentation is drafted for ratification by the village and sub-district government. If
agreement is not reached about the level of compensation, the land will be excluded from the development
plan until such time as an agreement is reached
4. Compensation payments are made to the landowner
5. Documents confirming payment are ratified the relevant parties.
.
In addition, the group’s Responsible Development policy (updated in April 2020) frames the company’s
commitment to recognising indigenous and local communities' rights based on the UN Declaration on the Rights of
Indigenous Peoples (UNDRIP) and the ILO Indigenous and Tribal Peoples Convention (no. 169). This policy
applies to all land developed by REA that will be owned either by REA or by its associated smallholder
cooperatives and independent smallholders. REA ensures that any third party contractors involved in the
development of land also adhere to this policy.
Once an area of land has been acquired, REA endeavours to use it wisely, minimising the environmental impact of
its operations by implementing international standards of best practice. This means limiting oil palm cultivation to
land that is agriculturally suitable and avoiding the development of primary forests and peat soils, which are high
carbon stock areas, and HCV areas. Detailed land use plans for each concession are prepared based on the
results of field surveys conducted prior to land clearing, as embodied in the RSPO’s new planting procedure, upon
which the group’s policy is based. This includes an Environmental Impact Assessment (EIA), soil survey, HCV
assessment conducted by RSPO-approved consultants, carbon stock assessment and, if necessary, a hydrological
assessment. Whilst undertaking these surveys can significantly delay the commencement of land clearing, such
detailed due diligence is critical to the group’s ability to develop sustainable palm oil operations.
The group conducts biannual social impact assessments in the communities surrounding the estates, focused on
the perceptions of the households as to how the group’s activities have affected their daily lives.
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Progress of the RSPO's NPP for new estates 2019
Plantations

EIA

SIA

HCVA

Soil
Survey

LUCA

(H)CSA

NPP
Audit

Submit
Report to
RSPO

Publish
Notification
by RSPO

NPP
Completed

PBJ (comprising
PBJ, PBJ2.
Bongan, PBJ3)
PBJ2 Kaltim
PBJ2 Satria
PU
KKS

Completed
before 2015
Progress made
in 2015-2018

EIA: Environmental Impact Assessment
SIA: Social Impact Assessment
HCVA: High Conservation Value Assessment
LUCA: Land Use Change Analysis
(H)CSA: (High) Carbon Stock Assessment
NPP: New Planting Procedure
RSPO: Roundtable on Sustainable Palm Oil

In planning

PBJ
•

In 2018, all the PBJ concessions were sold to a third party and, therefore, the NPP was not completed

PBJ2 Satria
• The NPP audit for PBJ2 Satria was conducted in 2016 with Certification Body BSI and the report was
submitted to the RSPO in 2017. After review by the RSPO, they indicated that it was necessary to update
and review the HCV, CSA and LUCA assessments, as more than 3 years had passed at the time of NPP
submission
• There is an overlap with a mining concession in the PBJ2 Satria concession and, therefore, the NPP
process is temporarily on hold pending a resolution of the overlap
PU

•
•
•
•

KKS
•
•

First assessments of HCV, LUCA, CSA were conducted in 2014
PU completed an update and review of the HCV, LUCA and CSA assessments in 2018
An NPP audit for PU was conducted in September 2018 which resulted in a request for additional
assessments
Subsequently, updates to the RSPO Principles & Criteria in 2018 required a submission of the HCV
assessment to the HCVRN Quality Panel, which will lead to either acceptance of the assessment or a
request to integrate the HCV assessment with the (H)CSA assessment. This in turn will influence the NPP
Assessments of HCV, LUCA, CSA, SIA were conducted in 2017
Subsequently, updates to the RSPO Principles & Criteria in 2018 required a submission of the HCV
assessment to the HCVRN Quality Panel, which will lead to either acceptance of the assessment or a
request to integrate the HCV assessment with the (H)CSA assessment. This in turn will influence the NPP
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BIODIVERSITY CONSERVATION IN EAST
KALIMANTAN, BORNEO ISLAND
REA operates in the Indonesian region of the island of Borneo, which is one of the most
biodiverse places on the planet and a powerhouse for the provision of critical ecosystem
services, including clean water, climate regulation and nutrient cycling. The longevity of
REA’s business is wholly dependent on its ability to maintain and enhance this
biodiversity.
Plantation development in the tropics can result in a significant alteration of biodiversity and natural ecosystem
functions. Operational requirements for oil palm cultivation, such as land clearing, maintenance, harvesting,
processing and delivery, should be guided by conservation principles to avoid or mitigate negative impacts and
augmented by positive steps to restore or enhance original landscape level floral and faunal diversity.
Conservation work is a principal element of the group’s policy towards the achievement of sustainability. Currently
a total of approximately 20,000 hectares have been set aside as conservation reserves within the group’s titled
land bank, accounting for some 23% of the group’s land titles. The group’s conservation department (REA Kon)
was established in 2008 and has evolved over the last ten years, aspiring to exceed, rather than merely to meet, all
the requirements of the sustainability bodies by which the group is certified.
REA Kon’s original mandate was an adjunct to the group’s plantation operations. It began by undertaking a
detailed empirical description of the landscape within and adjacent to the group’s operational areas, based on
which a set of objectives were framed: to conserve or enhance the original values of the landscape; to minimise
negative impacts of human activities; to provide long term benefits for biological species, local communities and the
group. The department’s findings were used to develop a set of practical conservation principles to be integrated
into the group’s operations.
REA Kon has worked hard over the last few years to upgrade the department’s knowledge of the biological
landscape within the group’s boundaries, maintaining a permanent database of species’ richness, distribution and
abundance. This information provides a basis for prioritising resources, both financial and human, and directing
conservation efforts to where they are most needed. Linked to this is the day-to-day monitoring of environmental
requirements within the group’s plantation blocks.
Following a recent review of its performance, the REA Kon department was reorganised in 2018 to further enhance
its role and to better reflect its mandate, including plantation ecology (evaluating the long-term ecological impacts
and dynamics within planted blocks); biodiversity management (understanding trends within and conservation
management of natural species of the landscape); and communities and forests (collaboration with local
communities in the conservation management of the group’s designated conservation reserves, including HCV
areas).
Quarterly water quality testing and monthly
programmes of forest restoration and enrichment are
conducted in all conservation reserves and selected
areas that are no longer designated for planting.
Together with the biodiversity team, the plantation
ecology team investigates the relationship between
forest species and planted blocks, for example to seek
scientific answers to questions such as whether forest
birds forage for insects within the plantation. This
could be of significance in reducing pests within oil
palm plantations, as well as reducing the need for any
chemical spraying. Further, seedlings of native shade,
timber and fruit trees are produced and distributed to
local villages, schools and emplacements within the
group’s estates. Rambutan and durian trees planted
by REA Kon in 2008 now produce abundant edible fruit
for the benefit of staff and guests.
REA Kon continues systematic biodiversity point surveys, camera trapping, belt-transects and phenology plot
monitoring as part of its assessment of the living landscape. A bank of 55 camera traps is on a 40 unit survey
rotation throughout the conservation reserves and plantation blocks. GPS points for the locations of all Rare,
Threatened and Endangered Species are permanently recorded and mapped via mapping technology. Based on
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camera trap photographs and incidental observation, a total of 51 mammal, 166 bird, 22 reptile and 19 amphibian
species have been detected, their GPS positions and encounter dates recorded and relevant conservation data
entered into the 2019 database. These records are then compared with the previous year’s results, and entered
into a continuously updated master list. Species known by IUCN to be Critically Endangered (CR) or Endangered
(EN) have been detected and mapped. Species included in this effort since January 2019 are: Sunda Pangolin
(Manis javanica) (CR); Sunda freshwater crocodile (Crocodylus siamensis) (CR); Bornean Orangutan (Pongo
pygmaeus morio) (EN); Flat-headed Cat (Prionailurus planiceps) (EN); Bornean gibbon (Hylobates muelleri) (EN);
Proboscis monkey (Nasalis larvatus) (EN); and Storm’s stork (Ciconia stormi) (EN).
Through camera trapping arrays and walking surveys along permanent transects, REA Kon identifies the location
of each individual orangutan, the highest priority species. In previous years, such monitoring was done through
nest counts, which have proved to be inaccurate in estimating total numbers and vulnerable to misinterpretation.
Camera trap monitoring provides superior population estimates, in addition to the identification of individuals, along
with information on their age, sex, health and reproductive activity. In 2019, these methods produced an initial
estimate of 20 individual orangutans within REA’s forested conservation areas.
REA Kon’s conservation efforts are enhanced by close technical cooperation with research scientists and experts
from local and international institutions and universities, as well as with Indonesia’s environmental NGOs. These
provide sound empirical information, and support for valid, evidence-based decisions on current conservation
practice and the effective management of biodiversity of high conservation value areas.

To encourage broad-based participation in forest conservation, REA Kon engages with local communities, schools
and workers’ emplacements within the group’s operational area through workshops where REA Kon’s programmes
are presented and explained. Education camps for school age children have been conducted at the conservation
research station since 2008. The REA Kon staff present an overview of REA Kon’s duties and activities
interspersed with games and interpretive walks through the forest. Fieldwork sessions teach students how to
identify local flora and fauna, learn basic forest ecology and participate in forest restoration. REA Kon staff also
gather with local communities to conduct meetings where participants exchange views on conservation. More
formal discussions of the group’s conservation policy are held with relevant departments at the Provincial, Regency
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and District levels to explain REA Kon’s role and to coordinate species conservation efforts. A long-term
partnership maintains REA Kon’s close cooperation with the Provincial Government’s Natural Resources
Conservation Agency.
The boundaries of all conservation reserves are clearly marked with conspicuous signboards to identify their status.
Working in cooperation with the group’s survey department and an international mapping consultant, REA Kon
uses satellite imagery to monitor any signs of human disturbance or damage to forested areas within the group’s
boundaries. If encroachment is detected, REA Kon investigates and takes steps to restore the original forest
vegetation. Based on an evaluation of effectiveness the sites are allowed to regenerate naturally or through
intervention by rewilding.
Managing encroachment into conservation reserves poses a significant risk to the viability of endangered species
and their habitats. The process is challenging as a result of a complicated traditional land rights system. Thus, a
standard operating procedure is in place so that REA Kon, in cooperation with the village affairs and security
teams, can respond quickly and effectively if logging or land clearing is detected within the conservation reserves.
Where any encroachment is discovered, REA Kon visits the location to determine the extent of the affected area,
the person or group responsible and the existence of any legal or customary rights. The matter is then passed to
the village affairs department, which determines whether a case requires compensation or prosecution by local
government authorities.
REA Kon’s plantation, biodiversity and community-related conservation actions are reviewed annually to assess
whether further refinement is required to improve their effectiveness and are enhanced by close technical
cooperation with research scientists and experts from local and international institutions and universities, as well as
with Indonesia’s environmental NGOs. These provide sound empirical information for valid, evidence-based
decisions on the current conservation status and effective management of biodiversity and HCV areas.
Since 2018, REA has been working with Satelligence in the Netherlands to develop and implement an online land
cover mapping and change monitoring system. The aim is to track land cover change over the broader landscape
in which the estates are integrated, including the concession areas, the entire FFB supply base, forest areas and
all other land cover types within a defined area surrounding the concessions. The land cover map is used to
identify areas for rehabilitation that have been previously disturbed by, for example, fire, logging or other locally
initiated encroachment. The online monitoring system provides alerts of further land cover change due to land
clearing or fire in areas within and surrounding the concessions. This enables operational teams on the ground to
respond rapidly to instances of encroachment or illegal deforestation at an early stage and complements existing
ground-based patrols and other surveys.
Fires in and around the company concessions are an ongoing threat to habitats and operations during periods of
dry weather, and the project with Satelligence provides the company with an effective additional tool to monitor
incidents and work with local communities to raise awareness and reduce such risks. In 2019 there were 36
incidents (fire hotspots) recorded within the company concessions that were reported to the RSPO.
In 2020 the company started working with the local government and communities to develop a network of trained
community groups to promote fire prevention and develop fire-fighting capabilities in, initially, 8 neighbouring
villages. These groups are intended to spearhead efforts in the local communities to reduce the traditional reliance
on fire for clearing village land and work in parallel with other company-funded community development initiatives
to promote forest and habitat conservation. The company will continue to extend this project through further
communities and villages.
REA KON and the estate management team at CDM management works closely with the KEE (Kawasan
Ekosistem Essential), a provincial government initiative for the protection of endangered species in the CDMMesangat wetlands area. In September 2019, REA KON initiated contact with the European Crocodile Networking
Group (experts on Asian crocodile species) to continue long term monitoring and assessment of the endangered
species in the company-managed portions of the wetland. REA KON also met with representatives of the French
NGO Planete Urgense to discuss possible cooperation in the restoration of damaged habitats in the wetland.
REA KON also collaborates with senior scientists (Prof Dr. Sri Suci Utama Atmoko and Dr, Tatang Mitra Setia) of
the Biology Faculty of the Universitas Nasional (UNAS) in Jakarta in monitoring resident orangutan and hornbill
populations within the estates managed by the REA Group. REA KON continues to work with the staff and students
of Prof. Dr. Rudy Agung Nugroho the Zoology Faculty, Universitas Mulawarman (Samarinda), and provides support
for undergraduate as well as graduate research projects, thus building local capacity in field biology and
conservation. Students receive meals, lodging and transport for internships in conservation outside of protected
areas. All of these collaborative efforts are integrated with REA KON’s monthly monitoring programme of species
inventories and monitoring through systematic camera trapping, line and point transects, incidental observation as
well as drone-based mapping and field visits across REA Group’s designated conservation areas.
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CARBON FOOTPRINT & CLIMATE CHANGE
As a rapidly growing industry with a large land footprint, palm oil producers have an
important role to play in reducing GHG emissions and limiting the environmental and
socio-economic risks posed by climate change. REA seeks to make a material
contribution towards this common goal.
REA has calculated and reported its carbon footprint annually since 2011 using the RSPO’s PalmGHG calculation
tool (v.3.0.1), of which the group was one of the earliest adopters. This tool uses a lifecycle assessment approach,
whereby all of the major sources of GHG emissions are quantified and balanced against the carbon sequestration
and GHG emissions avoidance linked to palm oil production by a specific palm oil mill. The net GHG emissions are
expressed per tonne of product produced (CPO and CPKO), as well as per hectare of oil palm planted. This is
known as the GHG emissions intensity.
Changes in the calculation methodologies have led to some discrepancies between current and historic
greenhouse gas emission calculations. In addition, accounting adjustments to reflect the proportion of FFB that is
processed in the group’s own mills each year will automatically lead to variations in the calculation of emissions
from year to year.
In the past, emissions of methane from palm oil mill effluent (POME) was the biggest sources of GHG emissions to
REA’s carbon footprint. However, REA achieved significant reductions in the GHG emissions intensity of its
operations. This is largely attributable to the installation of methane capture facilities at the group’s longest
established palm oil mills in 2012. Not only do these facilities reduce the volume of this potent GHG which is
released to the atmosphere by the anaerobic digestion of POME, but they also convert it to electricity. This in turn
reduces the need to use diesel powered electricity generators, thus further reducing the group’s GHG emissions.
POME that is not used for methane production, POME produced at SOM, and the digested POME residue of
methane production, is treated in the traditional manner of being pumped through a series of open ponds to reduce
its biological oxygen demand (BOD) and then used for land application in flat beds between rows of oil palm,
allowing the remaining nutrient content to be used as a fertiliser. The BOD of the POME in the final open pond at
each mill is tested on a monthly basis by a third party to ensure that it is below the legal limit for land application in
Indonesia. All three mills continued to meet this standard in 2019.
In 2019, gross carbon dioxide emissions associated with the company’s oil palm operations in Indonesia were
slightly lower compared to 2018, reflecting lower emissions from peat oxidation, fertiliser use and POME. By
contrast, there were slightly higher emissions from land conversion, whilst emissions from fuel consumption were
broadly similar. Net emissions in 2019 were higher than in 2018, first because some of the plantations are now
over 25 years old and the PalmGHG calculator automatically assumes replanting after 25 years, so that they no
longer sequester carbon even though this does not necessarily reflect the facts, and second because of lower
sequestration in the conservation areas following the sale of PBJ in 2018.
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GHG emissions from land use change
In general, GHG emissions from land use change are the biggest contributor to REA’s carbon footprint. For future
developments, REA has the opportunity to minimise GHG emissions from land use change by prioritising lower
carbon stock areas for oil palm development. The group has actively contributed to the development of practical
methodologies for conducting scientifically rigorous carbon stock assessments by participating in the RSPO’s GHG
emissions reduction working group. Since 2015, carbon stock assessments have been conducted prior to any new
development using the RSPO’s carbon stock assessment tool, ensuring that the carbon stock of the land is taken
into account in the land use planning process.

Reducing GHG emissions by methane capture
Greenhouse gas emissions from POME have been substantially reduced by the installation in 2012 of the methane
capture facilities at POM and COM, to where a substantial portion of the POME produced is diverted for the
generation of renewable energy.
The strength of REA’s commitment to reducing GHG emissions is demonstrated by the material capital investment
made to install methane capture facilities at the group’s two longest established palm oil mills in 2012.
Perhaps even more remarkable than the GHG emissions savings achieved by the methane capture facilities is the
fact that they also generate enough electricity to power all of the group’s mills and the majority of the operational
and domestic buildings.
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REA'S EFFORTS TO MINIMISE WATER USE AND TO
MAINTAIN GOOD WATER QUALITY
Maintaining clean fresh water resources is vitally important for the group’s operations in
the estates and mills and for the villages in and surrounding the group’s estates, the
majority of which are traditionally river dwelling.
The quality of river water, ground water and tap water is monitored regularly across the group’s plantations and
employee’s facilities. It is important to ensure that biological oxygen demand (BOD) and chemical oxygen demand
(COD) of river water and ground water remain within the applicable regulatory standards. The company has a time
bound commitment to improve water quality by maintaining BOD and COD within these standards on a monthly
basis. The group’s mills operate a zero-effluence policy, whereby no by-products resulting from the production of
CPO or CPKO are expelled into local water courses. Air quality is tested regularly against set parameters, including
levels of carbon monoxide and nitrogen dioxide, to ensure that it too remains within regulatory standards.

Minimising water use
Production of CPO and CPKO uses large quantities of water, so this must be carefully managed to minimise waste
and to reduce the risks associated with droughts during the dry seasons. Water usage inevitably increases over
time with the increase in FFB production, so the group is working to improve the efficiency of water consumption in
its mills and developed a time bound plan with the objective of keeping keep water usage below 1.50 m3 per tonne
FFB throughout 2019.
REA’s plantations receive plentiful rainfall, so irrigation is only necessary for the oil palm nurseries. Treated river
water is used sustainably to process oil palm fruit in the mill and for domestic purposes. The group aims to reduce
as far as possible the volume of water used per tonne of FFB processed in each palm oil mill and has installed
water flow meters to monitor this. This was achieved at both POM and COM in 2019 and, with continuing careful
water management, is a target for all three mills in 2020.
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1. Total water used includes domestic water usage and process water usage at the mills
2. For POM & COM, average water usage (per tonne of FFB processed) is below the maximum set standard;
for SOM, water usage is currently above the standard
3. Water conservation is focused on:
•
utilisation of condensate water for processing in the mills
•
preventative maintenance on flowmeters and routine periodic calibrations
•
routine preventative maintenance for pumps at the mills
•
monitoring for, and repairs of, leaks in the water reticulation network
•
raising awareness and understanding of employees about the need for reducing water usage
4. Annual review and evaluation of water saving targets. The company has a time bound plan to reach a
maximum of 2.5 m3/tonnes FFB in 2020.

Maintenance of water quality
Water quality of rivers is measured and monitored in terms of Biochemical Oxygen Demand (BOD) and Chemical
Oxygen Demand (COD).
The greatest risk of water pollution associated with REA’s operations is from palm oil mill effluent (POME) and runoff or leachates from fertilisers. The high organic matter content of untreated POME means that it has a high BOD
and will starve aquatic flora or fauna of oxygen if it enters a water course. However, by utilising as much of this
organic matter as possible to produce fertiliser and electricity, the group obtains valuable resources whilst also
mitigating the risk of water pollution.
The group’s first strategy for extracting value from POME is to capture the methane produced when the organic
matter content is digested anaerobically, and to convert the biogas collected to electricity. Unlike the traditional
open pond system for digesting POME, the methane capture facilities are enclosed systems and thus reduce the
risk of untreated POME polluting the environment.
The group’s second strategy for extracting value from POME is to mix it with empty oil palm fruit bunches and
convert it into organic compost on site. The availability of this compost allows inputs of inorganic and organic
fertilisers to be optimised. This in turn has reduced the associated risk of water pollution from leaching or run-off.
POME that exceeds the requirement for compost production, as well as the POME that has been processed by the
methane capture plants, is treated in the traditional anaerobic open ponds. This helps to reduce the BOD of the
POME before it is pumped to flat beds in between the rows of oil palm so that the remaining nutrient content can be
utilised as fertiliser. The BOD and COD of the POME in the final open pond is tested on a monthly basis to ensure
that it is below the legal limit for land application in Indonesia, being 5,000mg/litre and 10,000mg/litre respectively.
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POME that is not used for methane capture, including the POME from SOM, together with the digested POME
residue from methane production is treated in the traditional manner by being pumped through a series of open
ponds to reduce its BOD. Thereafter, it is used for land application in flat beds between rows of oil palm, allowing
the remaining nutrient content to be used as a fertiliser. The BOD of the POME in the final open pond at each mill
is subject to monthly testing by a third party to ensure that it too remains within the legal standard.
BOD and COD content in river water
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1. Water quality standard for surface water (COD value) as per East Kalimantan local government regulation
No. 2 of 2011
2. As evidenced by the monitoring and evaluation results for 2017-2019, the COD levels at COM & SOM
remain within the quality standards and comply with regulations
3. At POM, during semester 1 2019, a sample taken from a mid point in the Sentekan river gave a reading of
25.1, slightly above the standard of 25.0, whereas the downstream sample in the Sentekan river gave a
reading of 7.48. A subsequent reading at the mid point was within the standard at 16.91. Following
investigation, it was concluded that the raised sample result was due to increased community land clearing
activities in the area and not due to POM operations
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4. Corrective and preventative actions:
• commitment to consistently apply best management practices in line with relevant regulations
• carry out periodic patrols involving local communities
• train and educate all stakeholders
5. Time bound commitment to keep the BOD and COD in surface water within the government regulations on
a monthly basis. Monitor and evaluate compliance in each mill every 6 months.
BOD and COD content in POME
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1. Regulatory standards for mill effluent/POME quality standards refer to Indonesian Minister of Environment
Decree No. 29 2003
2. Regulated parameters include BOD, pH; COD is not regulated (but parameters are determined and
designated internally)
3. The quality of POME for POM, COM and SOM complies with regulatory standards
4. Time bound plan for achieving the quality standards of mill effluent (POME) on a monthly basis.
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FERTILISER, HERBICIDE AND PESTICIDE USE
Use of fertilisers
Achieving maximum palm fruit yields with minimal cost, GHG emissions and water pollution requires careful
management of our inorganic fertiliser inputs.
The amount of fertiliser applied is optimised by analysing the nutrient content of systematically selected oil palm
frond samples, supplemented by visual inspection of palm canopies and soil sampling. The analysis is conducted
by an in-house agronomy team and verified by independent agronomy consultants. To overcome a nutrient
deficiency, detected in 2015, as a result of reduced applications and uptake of inorganic fertilisers, applications of
inorganic fertilisers have been increased to, and are now maintained at, historic levels helping to restore crop yields
to former levels.
The group seeks to optimise the quantity of organic and inorganic fertiliser that it applies and supplements
inorganic applications with organic fertiliser so as to maximise the use of the empty fruit bunches (EFB) discarded
by the mills. The application of EFB for mulching provides the soil with organic matter that helps to improve soil
structure, improving the retention and availability of moisture and nutrients for the palms. This is particularly
important during dry weather and helps to reduce the requirements for inorganic fertilisers.

Use of pesticides
Through the day-to-day monitoring by the group’s conservation department of environmental conditions within the
group’s plantation blocks, the group seeks to identify, and potentially improve, pest management through biological
control in order to reduce the use of chemically-based pesticides.
The group’s long-established Integrated Pest Management system aims to prevent pest outbreaks by boosting
biological control. In order to optimise natural pest control, REA has planted species of plants known to attract
natural predators of the major leaf eating pests of oil palms, including Bagworms and Nettle Caterpillars. These
species (Turnera subulata, Turnera Ulmifolia, Antigonon leptopus) are planted at regular intervals along roads and
on the corners of oil palm sub blocks throughout the group’s plantations. Whilst introducing barn owls is a common
strategy for controlling rodents in oil palm plantations, REA has not found this to be necessary. It is thought that the
population of other natural rat predators, such as leopard cats, is sufficient to control the rat population. The
presence and distribution of leopard cats and other mammals is monitored by REA’s conservation team using
camera traps.
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When an outbreak does occur, chemical intervention may be necessary, but chemicals are only used to control
pests as a last resort. REA has an early warning system in place to ensure that pests are detected and action
taken before a problem escalates. The harvesting teams in each division are tasked with monitoring the oil palms
for any sign of pest damage. If signs of a pest outbreak are detected, the group’s agronomy team conducts a
thorough pest census immediately to identify the species involved, the scale of the outbreak and the treatment
required. Wherever possible mechanical or natural means are used to halt a pest outbreak and mitigate damage to
the oil palms. Since 2005, REA has only experienced a few minor pest outbreaks, all of which have been
successfully controlled by targeted response commensurate with the level of the outbreak.
Where it is necessary to use chemicals to control weeds or pests, precautions are taken to protect the health and
safety of employees and the environment. The medical team conducts blood and lung tests twice a year to check
for chemical exposure in workers who come into regular contact with pesticides. If workers test positive for
pesticide exposure, they are rotated out of spraying and into other roles. In response to growing pressure for palm
oil producers to phase out Paraquat due to fears that improper handling of this herbicide may endanger the health
of workers, REA ceased to use this chemical in 2013. Instead, a less hazardous glufosinate ammonium-based
herbicide called Basta is used.
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COMMUNITIES
REA’s ability to operate is dependent on establishing and maintaining good relationships
with the communities that live near the group’s operations. To achieve this, the group
aims to:
•

•

ensure that all formal and customary community land use rights are respected and transferred to the group
with the FPIC of the rights-holders
assist the communities which are affected by REA’s operations to become socio-economically selfsufficient by implementing community development programmes and smallholder schemes.

In 2019, as part of a general restructuring of departments throughout the group in order to achieve efficiencies, the
communities and smallholder teams were merged to better align their goals and activities. The merged community
and smallholder teams work with the local communities to develop good relations with the group, to support the
livelihood of these communities and to address any potential negative impacts of the group’s activities. As well as
supporting smallholder farmers growing oil palm, the group also encourages the local communities to diversify their
food production, by marketing other agricultural products, such as corn, vegetables and rice, and provides support
in the development of fishponds, irrigation of rice fields, and with the distribution of seeds.

Land use rights
Land tenure in Indonesia is complex, with distinct legal and customary systems for allocating land use rights
administered by numerous authorities that operate at the national down to the sub-village level. This frequently
results in overlapping claims to a particular area of land between companies and local communities as well as
between villages and individuals. Consequently, an area of land leased to a company by the government for the
purpose of oil palm cultivation will, almost without exception, be encumbered with an array of formal and informal
land use rights.
REA's Responsible Development policy and Human Rights policy demonstrate the group’s commitment to
indigenous and local communities' rights, and the rights of any person affected by its operations, in accordance
with applicable Indonesian regulations and the International Bill of Human Rights, the core conventions of the
International Labour Organisation’s Declaration on Fundamental Principles and Rights at Work, the UN Declaration
on the Rights of Indigenous Peoples (UNDRIP) and ILO Indigenous and Tribal Peoples Convention (no. 169).
The Responsible Development policy applies to all land developed by REA that will be either owned by REA or its
associated smallholder cooperatives and independent smallholders. REA ensures that any third party contractors
involved in the development of land also adhere to this policy.
The Human Rights policy applies to any person affected by the operations of any company within REA, including
employees at any level, all contractors, suppliers and local communities.
The Free, Prior & Informed Consent (FPIC) of local communities is obtained prior to development: REA
endeavours to ensure that everyone with legal, customary (or traditional) land tenure and/or ownership and/or
access/use rights to the land is identified and fully understands the positive and negative implications of the
proposed land development. REA respects the right of local communities to give or withhold consent to oil palm
cultivation on land to which they have legal, customary (or traditional) land tenure and/or ownership and/or
access/use rights. REA engages in negotiations and provides fair compensation to those with such legitimate rights
to the land. During these negotiations communities can choose to be represented by their own cultural, social and
political institutional bodies.
Going beyond essential FPIC, the group also engages in regular discussions with village members and with the
(customary) head of village. In carrying out activities in the villages that surround the group’s estates, the
Community Development team seeks to always involve community representatives from the relevant village, so
that the ensuing activity is the result of a joint discussion between the community and the company. This also
means that when determining the area of farmers' land, participatory mapping is conducted together with the
management of the cooperative and the landowner.

Community relations
Good relations and mutual respect between the group and the communities impacted by its operations are of
fundamental importance to the living conditions of the local communities and to the group’s ability to operate
sustainably and efficiently. Developing and maintaining these relationships has not always been easy. With over
60,000 people inhabiting villages adjacent to our concessions and a population of over 10,000 employees and their
families living in housing within our concessions, there are a wide variety of ethnicities, personalities and priorities
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that need to cohabit in harmony. Regular meetings take place between members of the experienced in-house
teams from the village affairs department and REA Kon and the representatives of these communities to establish,
maintain and improve relationships, offering the opportunity to discuss and resolve concerns that may arise relating
to the group’s operations. Our village ambassadors hold formal and informal meetings with village and religious
leaders, work with local farmers, ﬁshermen and women’s groups and run education programmes in collaboration
with the local schools. Our security teams work closely with local police and army personnel to uphold the law,
safeguarding our operations, employees and local communities from criminal activities. Interacting with every
faction of the surrounding population allows local people to learn more about how our business operates and
provide feedback to help us overcome any negative impacts together. By creating opportunities for dialogue with
these stakeholders, we reduce the frequency and severity of disagreements.
Establishing an oil palm plantation in Indonesia can involve various land claims by communities as a result of
overlaps between plantation land allocations and land customarily used by the communities. Not all land claims
lodged by villagers are found to be legitimate and the village affairs department works to resolve any such claims
effectively and transparently. Land rights claims against the group have decreased in recent years, from 70 in
2016 to 27 in 2017, 3 claims in 2018 and 9 claims in 2019. The 9 claims lodged in 2019 related to some 917
hectares, of which 6 claims in respect of 909 hectares proved legitimate. Four land claims were fully resolved in
2019, 2 of which originated from 2018.
The group’s process for resolving land conflicts, if any arise, is shown below:
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Over the last 20 years, the group has invested considerable time and effort to ensure that its operations do not
negatively impact local communities but rather contribute to their livelihoods. Whilst this was more of a
philanthropic approach in the early years of the group’s operations, it has evolved into established schemes
designed to ensure that local communities share in the benefits generated by the group’s operations without being
dependent upon them. Initiatives developed to achieve this include maximising employment opportunities for local
people, supporting and improving local businesses, expanding smallholder schemes and investing in infrastructure
projects that will catalyse further development. Training and support is provided for these projects to encourage
independence in recognition of the importance for local villages to have control over the management and
maintenance of their own resources.
In 2013, REA adopted a new vision for its community development programme: to become a leading partner in
helping the community to become socio-economically self-reliant. This vison is underpinned by a community
development strategy which aims to have long term positive impacts on both the group’s relationship with the local
villages and their welfare. The key elements of this strategy are:
•
•
•

To prioritise investment in infrastructure projects, particularly access to electricity, clean water and roads.
REA will consider supporting other infrastructure projects proposed by local communities as long as they
will benefit the village as a whole
To provide education and training that will assist members of the local communities to enter employment or
establish their own business
To involve local government and neighbouring companies in designing and implementing community
development programmes wherever possible.

Clean water
Water treatment facilities installed by the group provide
17 local villages with access to clean drinking water.
Once constructed, responsibility for managing the water
treatment plants is handed over to the respective
villages. The village operators are provided with the
training necessary to manage the plant and REA works
with the village government to ensure that all operating
costs are covered by their annual budget.

Food security
The company is committed to ensuring food security in the local communities by maximising local sourcing and
assisting with crop diversification, access to food and markets. In addition, the company focusses on providing
groups of farmers and villagers in the local communities with support and the provision of agricultural inputs such
as vegetable and rice seeds, fertilisers and land preparation. The community development team has provided
training to villagers in rearing and selling catfish as a source of fresh meat and protein for local villagers, as well as
training and marketing support to vegetable and livestock farmers enabling them to access new markets for their
produce and helping secure local food sources for the community. Company support for a rice growing enterprise
run by a local agricultural group has enabled rice yields to be significantly increased and thus meet the
requirements for the entire village, replacing rice imports and allowing the profits to be reinvested in further
agricultural enterprises.

Green electricity
Since April 2015, villages in the vicinity of REA’s operations have been supplied with renewable electricity
generated by the group’s methane capture facilities as a result of a pioneering collaboration between the group and
the Indonesian national electricity company, PLN. REA has invested in the installation of the three gas engines
needed to generate an additional three megawatts of power, in addition to the four generators providing power for
the group’s own use; PLN has installed the infrastructure necessary to connect 26 villages (comprising some 7,000
households) to this supply of renewable energy. This includes 15 villages that were not already connected to PLN’s
existing transmission line in the area, which previously supplied electricity produced from diesel powered
generators. There is potential for the supply of electricity from the group’s methane capture facilities to surrounding
villages to be increased from three to eight megawatts in future.
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This collaboration brings material long term benefits
for the local population, the planet and the group’s
business. PLN, which controls all sales of electricity in
Indonesia, purchases from REA the electricity utilised
by the local communities. Communities who choose to
have electricity meters installed have access to a
reliable source of electricity, which should act as a
catalyst for socio-economic development. Since many
of these villages previously relied on diesel powered
generators, switching their supply to electricity from a
renewable source reduces diesel consumption and
consequently GHG emissions.

Other support
In the past 2 years, the community development team has supported communities with the provision of materials
for constructing community meeting houses, places of worship (mosques and churches), repairing sports facilities
and public roads, supporting arts and cultural activities (such as the Erau Festival, Mecaq Undat), with
supplementary nutrition for toddlers, and with support for educational activities.

31

SMALLHOLDER PARTNERSHIPS
Oil palm is well suited to cultivation by smallholders because its long lifecycle and high yields
mean that cultivation of a few hectares of land can provide a family with a reliable source of
income for around twenty years. REA’s first company funded PPMD smallholder scheme was
established in 2000 and the development of plasma smallholder schemes remains a significant
focus of the group’s expansion programme.
The group recognises that smallholder schemes are one of the most effective ways to share the economic benefits
of its operations with the surrounding communities. This can help to engender the support of these communities for
the smooth running of the group’s operations.
The group engages with smallholder farmers in the surrounding communities by way of three smallholder schemes:
through a programme known as “Program Pemberdayaan Masyarakyat Desa” (PPMD), through so-called plasma
schemes and by purchasing FFB directly from independent smallholders. These schemes, and purchasing FFB
from oil palm smallholder cooperatives, create mutually beneficial business relationships, contribute to local
employment and are supported by training in better, more sustainable, agricultural practices.
In 2019, REA purchased approximately 190,000 tonnes of FFB from plasma, PPMD and independent smallholders,
which provided local farmers with an income of approximately US$17 million.
There are more than 2,000 independent oil palm smallholders, all grouped in village cooperatives, who cultivate
over 7,000 hectares of land within the group’s supply chain. As part of the strategy to help improve smallholder
productivity and profitability REA has collaborated with the international development organisation SNV
Netherlands Development Organisation (SNV) to run smallholder training workshops. Given the large number of
smallholders involved a ‘train-the-trainer’ programme has been adopted. Initially, this involved training REA’s
smallholder team and the management teams from five smallholder cooperatives in the course content and
techniques necessary to provide effective training in best agricultural practices and cooperative management.
Once these master trainers proved their ability to convey the training materials to others effectively, they then
trained others to become trainers. The ultimate aim of the training is to improve the yield and quality of the FFB that
the smallholders produce which represents around 20% of the FFB processed in REA’s mills. There is a clear
business case for investing in this training as improvements in smallholder yields and FFB quality will increase both
the farmers’ income and the profitability of REA’s palm oil mills.

Traceability
Over the last few years, NGOs and certiﬁcation
schemes involved in improving the sustainability of
palm oil have sought to enhance the traceability of
whole supply chains. Supply chain traceability is
important for the industry and end users of palm oil
products as it increases the visibility of supply chains to
buyers and allows for the identiﬁcation of illegal or
unsustainable practices within supply chains. For the
REA supply chain, tracing all fruit purchased from
smallholders back to a speciﬁc plot of land, in
conjunction with the fruit grading system at our mills,
allows us to monitor the effectiveness and progress of
our efforts to improve the sustainable practices of our
PPMD and independent smallholders. There is an
ongoing process of mapping and data gathering
relating to smallholder plantings associated with REA’s
mills, resulting in a fully traceable FFB supply chain.
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PPMD scheme
The group started working with smallholders in 2001 under the ‘Smallholder Farmers Program’ which became the
PPMD scheme in 2005. Under this scheme, the group assisted cooperatives of local people, who had access to
land, to cultivate oil palm by providing them with oil palm seedlings, fertilisers, herbicides and technical assistance.
The costs of the inputs provided were converted into interest free loans which are repaid by the members of these
cooperatives through deductions made when their FFB is sold to the group’s palm oil mills. In 2018 and 2019, the
group provided technical training on oil palm cultivation and gave regular assistance through visits to smallholders’
farms in 14 different PPMD cooperatives.

Plasma scheme
Plasma smallholder schemes are established for the benefit of the communities that surround the group’s
plantations. These schemes are part of the group’s obligation to responsible development of new land for oil palm,
in accordance with regulations introduced by the Indonesian government in 2007. Whilst there is no legal
requirement to provide plasma schemes for the group’s estates which were established prior to 2007, in the
interests of equitable treatment the group has committed to develop plasma schemes for all villages whose land
overlaps with the group’s location permits.
Plasma schemes differ from PPMD in their financing and management. Plasma schemes established to date have
been financed by loans to the cooperatives from the group and local development banks. The cooperatives
themselves are not responsible for, or involved in, the management of the plasma plantations, but rather the group
manages these areas in return for a pre-agreed management fee. The cooperatives, therefore, receive an income
based on the value of FFB harvested minus loan repayments and management fees in accordance with
government regulations. The development of oil palm plantations under the plasma scheme can take longer to
organise than the development of PPMD or group-owned estates, due to the more complex nature of the funding,
legal aspects and management of these areas. Before development begins, it is critical that members of each
cooperative fully understand how plasma schemes work, including the cost of cultivating oil palm, the terms of the
financial agreements with the group or bankers to the schemes and the predicted income over time to the members
of each cooperative.
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Location of Plasma Smallholders
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Mapping and support of Independent smallholders
The group has mapped all independent smallholders that are delivering FFB to the mills to create a comprehensive
database of all smallholder land within the group’s supply base in order to improve traceability of the FFB supply
chain. The volume of FFB purchased by the group is verified against the farmer’s registered details. Regular
assistance is provided to each independent smallholders’ cooperative with a direct visit to the farmer's farm, as well
as training in oil palm cultivation.
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EMPLOYEES
At the end of 2019, the group’s workforce numbered 8,078 compared to 9,540 at the end of 2018. The reduction in
headcount reflected the programme of cost reduction and efficiency measures implemented during 2019.The
majority of employees work for the plantation subsidiaries and are based in Indonesia. Attracting and retaining
skilled, motivated and loyal employees is the key to maintaining high standards as REA expands.
REA shows an increase in turnover of management and other permanent staff in 2019 compared to 2018 due to an
ongoing restructuring of departments within the company aimed at reducing costs and improving efficiencies in
response to lower palm oil prices.

Management
Other permanent staff

2018
Resignations
Turnover (%)
10
14

2019
Resignations
1

Turnover (%)
1.5
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15

14

4.8

Workers

1,041

15

1,058

12.7

Total

1,097

15

1,073

12.3

The group endeavours to provide competitive salary packages, opportunities for career development and a decent
standard of living on the estates for employees and their families. This is particularly important given the remote
location of the group’s estates. Male and female employees in the same role (such as, for example, harvesting,
manuring, spraying, and positions in the office and workshop) receive the same salary.
Wherever possible the group seeks to employ local people and contractors in an effort to contribute to the local
economy and create a stable workforce.
REA complies with all Indonesian labour regulations, which are based on the core standards of the International
Labour Organisation.
Read more about labour standards and health and safety within REA’s operations.
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CAREER DEVELOPMENT
REA has a number of strategies in place to nurture talent within its workforce. This
includes an annual programme of in-house training, participation in external training
courses and regular outbound activities.
To optimise productivity, the group aims to ensure that employees at every level within the organisation are
rewarded based on their performance. Performance of management staff is evaluated annually in relation to a preagreed set of quantitative and objective key performance indicators (KPIs). The reward system for all levels of
employees is reviewed regularly. In 2019, the system of compensation and benefits for harvesters was further
refined to incentivise productivity by awarding monthly bonuses to harvesters who achieve certain graduated
targets, with additional allowances paid for harvesting tall palms. This enhanced compensation package has led to
a further improvement in harvester performance.
The group aims to maintain and improve management standards by facilitating the upward mobility of promising
employees and by recruiting and training new graduates. The mechanism for this is the group’s long established
cadet training programme. The programme is run from the group’s central training school and provides participants
with 14 months of theoretical and practical training in all aspects of plantation management. Cadets who
successfully complete the training are appointed as assistants on the group’s estates, in the mills and various
administrative departments, such as technical services, sustainability and safety. Over the last 20 years, 403
cadets have participated in this programme of whom some two-thirds are still employed by the group.
Help with career advancement is not restricted to the cadet training programme. To equip employees at every
level with the skills and knowledge to perform effectively and to advance their careers, the group also runs an
annual training programme for established staff. The programme is designed by the group’s training manager,
based on input received from every department, and consists of both in-house training and participation in external
training and conferences.
By assisting employees to realise their full potential REA aims to fill vacancies through internal promotions
wherever possible.
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BENEFITS AND FACILITIES
Creating a good standard of living and a strong sense of community on the plantations is
critical to attracting and retaining employees, particularly given the remote location in
which we operate. REA encourages employees to bring their families to live on the
plantation as this improves morale and creates a more balanced community. REA is
conscious that living in a remote location can be challenging and encourages all staff to
leave the plantation on a regular basis by taking long weekends in addition to their
annual leave allowance.
Housing
REA’s policy is to provide all permanent employees who wish to live on the plantation with housing for themselves
and their families, which is particularly important given the remote location of the group’s estates.
Good quality housing and community facilities for employees are a priority. The group continues to build houses
using “bataco” bricks, which are produced in-house by mixing boiler ash from the mills with cement. Use of this
material has significantly reduced both the cost and environmental footprint of new houses in recent years. In
2019, new houses were built for 100 families on the group’s estates. Village emplacements are provided with
medical clinics, crèches, mosques, churches, sports facilities and markets. There is an annual competition for the
best house and best estate village to encourage respect for the environment.
In February 2019, with the support of the group’s
community development department, the staff
cooperative Koperasi REA Mandiri, converted an
existing open market at the Perdana Central housing
complex into a small supermarket (REA Mart) supplying
everyday groceries and household items to employees
and their families. This initiative has proved to be
extremely popular as the cooperative is able to secure
bulk purchases from suppliers enabling the shop to
offer goods at cheaper prices than has been previously
achievable. In October 2019, a second REA Mart shop
was established in a new building at Lestari Main
housing complex on the northern side of the Belayan
River. This means that REA Mart now serves both the
northern and southern estate areas offering
competitively priced items. There are plans for further
expansion of the enterprise in the future to enable REA
employees and families located in other estates to
more easily access REA Mart shops close to where
they live.

Schools
In 2008, the group established a foundation to
manage the network of schools across the estates
that are authorised in accordance with government
regulations. The foundation manages 28 schools,
including 13 pre-schools, 14 primary schools and 1
secondary school. At the end of 2019, there were
2,617 students (434 pre-school, 1,964 primary school
and 219 secondary school children) enrolled in the
group’s school system.
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Healthcare
Healthcare provision is usually extremely limited in the
remote rural areas in Indonesia, such as in the
locations of the group’s operations. The group has
therefore established a network of 18 clinics to provide
healthcare to employees, their family members and
members of the local communities living in proximity
to the group’s operations. There is a team of 2
doctors, 17 paramedics, 12 midwives, 1 dentist and 1
pharmacist on site. All employees receive training in
basic life support skills and staff at certain levels
receive training in first aid. Employees are also
provided with information on, and training to prevent,
the 10 most prevalent infectious diseases, such as
diarrhoea, dengue haemorrhagic fever and typhoid
fever, and female employees receive training in the
early detection and prevention of cervical cancer.
Monthly immunisation programmes are provided for families, including polio-immunisation in collaboration with
external medical professionals as part of an Indonesian government programme. Blood and lung tests are
conducted twice a year to check for chemical exposure in workers who come into regular contact with pesticides
and other chemicals. If workers test positive for pesticide exposure, they are rotated out of spraying into other
roles. Random drug testing is conducted throughout the year to prevent drug usage and addiction amongst
employees.
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LABOUR STANDARDS
The group takes seriously its duty to protect and respect the human rights of any person
affected by its operations and is committed to adhering to the core conventions of the
International Labour Organisation’s Fundamental Principles and Rights at Work, as well
as Indonesian labour regulations and the provisions of the Modern Slavery Act 2015. The
policy on human rights is displayed at every work site in order to communicate the
group’s commitments in this regard to employees at every level.
REA’s minimum wage for both casual and permanent male and female employees is in line with the minimum
monthly wage for the district of Indonesia where they work. REA strictly enforces its policy not to employ anyone
under the age of 18 by checking the identity cards, school certificates and family registration information for each
new employee. Employees are not required to deposit identity cards, insurance cards or money and are provided
with clear terms of employment, which include pre-agreed notice periods. REA respects the right of employees and
contract workers to form or join trade unions and bargain collectively, in accordance with national and international
regulations.
REA’s policy includes a commitment to promote diversity and equality in the workplace and states clearly that
discrimination based on age, disability, ethnicity, gender, marital status, political opinion, race, religion or sexual
orientation will not be tolerated. As of 31 December 2019, 40 ethnicities and 5 religions were represented in the
group’s workforce.
The group pays careful attention to the gender balance within its workforce. At the end of 2019, women accounted
for 23% of REA’s workforce, including 19% of the management team.
2019

Directors
Management
Rest of workforce
Total

2018

Number of
male staff

Number of
female
staff

Number of
male staff

Number of
female
staff

5
57
6,201
6,263

2
13
1,812
1,827

4
64
6,895
6,963

2
13
2,562
2,577

The gender committee aims to drive and improve gender diversity in the workplace. The committee’s members are
managers and staff with relevant knowledge and expertise to advise on and help implement the group’s policy with
respect to equality and diversity. In collaboration with the human resources department, the committee considers
relevant changes in regulatory guidance and recommends policy changes accordingly. Through subcommittees at
the estates and in the mills, the committee seeks to ensure equality of opportunity and treatment at all levels in the
group. To encourage respect for gender equality, the group holds special events to celebrate occasions such as
International Women’s Day and the Indonesian women’s rights day, known as Kartini Day.
In furtherance of the group’s commitment to the code of conduct that was established in 2011 and the group’s antibribery and anti-corruption policy, a whistleblowing procedure has been implemented for employees in Indonesia.
This procedure is managed and facilitated by a professional independent third-party firm.
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HEALTH AND SAFETY
Providing employees with safe working conditions is of paramount importance to REA.
The group’s target is to achieve zero fatalities and a continuous reduction in lost time
accident rates.
The company is currently working towards achieving the Indonesian Health and Safety Work Management System
(“SMK3”) accreditation, whilst also working towards full implementation of the international standards of
Operational Health and Safety Management System (“OHSAS”) 18001. It takes time for health and safety practices
to become fully embedded in workforce practices. As part of this process a series of audits and Hazard
Identification, Risk Assessment and Risk Control (HIRARC) exercises have been conducted at REA’s mills and
established plantations by both external consultants and the group’s safety team. A range of measures have been
implemented to address the issues identified during these assessments. These include:
•
•
•
•
•

Introduction of a more comprehensive safety induction for new employees and contractors
Provision of training to ensure that high risk tasks are carried out safely, including working at height and in
confined spaces
Integration of the actions necessary to eliminate and control hazards into existing Standard Operating
Procedures (SOPs), as well as the development of new SOPs
Introduction of a more rigorous and inclusive incident investigation procedure, which is designed to ensure
that the cause of any incident is identified and the senior management team and operations team
understand the remedial action needed to prevent such an incident from recurring
Structural improvements, particularly in the mills, to control physical hazards.

With safety a high priority, the group has already embarked on a programme of investment to make the structural
improvements required to control the hazards identified. The biggest limiting factor to obtaining OHSAS 18001 is
the speed at which the fundamental behavioural change necessary for safety considerations to become a habitual
part of every employee’s working routine can be realised. This is fundamental to the group’s ability to uphold the
OHSAS 18001 standard on a daily basis.
Monthly internal audits and inspections are conducted across all of the group’s operations in accordance with the
OHSAS 18001 standard and regular safety training is provided to highlight the importance and implementation of
safe practices for both employees and contractors. Routine training covers first aid, the identification, control and
communication of potential hazards, management of plantation and (forest) fires, safe working practices to avoid
accidents, and the use of protective equipment, especially when working in confined spaces or with chemicals.
Roads in and around the group’s operations can be hazardous, particularly after heavy rain, so drivers of all
vehicles are required to pass a company test for driving competency. Motorcycle safety training is also provided for
employees and their family members as this is their standard mode of transport. Additionally, the group provides
training on action in the event of natural disasters, the impact of which could potentially be significant given the
remote location of the group’s operations. Notwithstanding regular safety training and monitoring, accidents do
sometimes occur.
Regrettably, there were three incidents resulting in four fatalities on the group’s estates during 2019. One such
incident that resulted in two fatalities, though not directly work-related as it occurred outside working hours, took
place on the return journey home by private motorcycle and, therefore, constitutes a work-related incident for
health and safety reporting purposes. The company treats any fatality within its premises extremely seriously and
responds in the same way irrespective of whether or not the incident is considered to be work-related. There is a
rigorous incident investigation and reporting procedure to ensure that the cause of any incident is properly
identified and that the senior management operations teams understand any remedial action required.
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GLOSSARY
Biodiversity

This refers to the variety of different living organisms found in a particular
region.

Biological Oxygen Demand
(BOD)

This is the amount of dissolved oxygen that would be needed by microorganisms to break down all of the organic matter present in a sample of
water at a certain temperature over a specific time period. It is frequently
used as an indicator of water quality.

Book and Claim System
(GreenPalm/PalmTrace)

This system enables buyers looking to support the production of RSPO
certified palm oil to purchase certificates from RSPO certified palm oil
producers. Each certificate represents one metric tonne of RSPO certified
CPO or CPKO. GreenPalm was the platform by which certificates were
traded until 1 January 2017 when the RSPO's own platform, PalmTrace,
took over.

Carbon Footprint

A carbon footprint measures the total greenhouse gas emissions caused
directly and indirectly by a person, organisation, event or product.

European Union’s Renewable
Energy Directive (EU RED)

This directive, which was introduced in 2009, provides the regulatory
framework needed to promote the use of renewable energy by EU member
states in order to assist the EU to meet its targets for renewable energy
consumption. It also lays out a set of sustainability criteria for the production
of biofuels, which must be complied with in order for the consumption of
biofuels to contribute towards targets for the use of renewable energy.

Free, Prior and Informed
Consent
(FPIC)

This is the principle, which is rooted in international human rights law, that a
community has the right to give or withhold its consent to a proposed
project that may affect land or natural resources that they customarily own,
occupy or otherwise use. It necessitates that communities that may be
affected are consulted well in advance of a project commencing, provided
with sufficient details regarding the nature of the project to make an
informed decision, and that consent is granted without coercion or
intimidation.

Global Reporting Initiative (GRI)

The GRI has developed an internationally recognised framework for
organisations to report on their economic, environmental and social
performance.

Greenhouse Gas (GHG)

A gas which traps the sun’s energy in the earth’s atmosphere. Scientific
research suggests that increasing levels of GHGs are causing the climate
to change in a variety of ways, including increases in global temperature,
sea level rise and changing patterns of drought and flooding events.

High Conservation Values
(HCVs)

HCV areas are natural habitats that are considered to support biodiversity,
ecosystem functions or socio-cultural values that are considered to be of
outstanding significance or critical importance.
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Mass Balance

A mass balance system allows certified and uncertified palm oil to be mixed
at any stage in the supply chain. An accounting system is used to track the
proportion of palm oil at each stage in the supply chain which corresponds
to the volume of certified palm oil produced.

Stakeholders

An individual or group with a legitimate and/or demonstrable interest in, or
who is directly affected by, the activities of an organisation and the
consequences of those activities.

Sustainability

The creation of the environmental, social and economic conditions
necessary to enable something to continue for the foreseeable future.

CO2 equivalents (CO2eq)

Emissions of GHGs other than carbon dioxide are converted to tonnes of
carbon dioxide equivalent by estimating the amount of gas emitted and
multiplying it by its global warming potential. This allows the potential
impact on global warming of the GHG emissions associated with a person,
organisation or product to be compared even when they comprise different
GHGs.

Calculations
Employee turnover: the employee turnover rate is calculated by dividing the total number of resignations over the
course of the year by the average number of employees in each category (e.g. management, permanent staff) at
the end of each month during the year.
Lost time accident rates: the lost time accident rate is calculated by dividing the total number of accidents for
which the clinic recommended the patient to take one or more calendar day as rest, by the total number of man
hours worked (man days x 7 hours) and multiplied by 200,000. This includes fatalities. The data included relates to
REAK’s employees only; independent contractors have not been included.
Accident severity rates: the accident severity rate is calculated by dividing the total number of lost days caused
by accidents by the total number of accidents for which the clinic recommends one or more day of rest to be taken.
Fatalities are not included.
GHG emissions: version 3.0.1 of the RSPO’s PalmGHG calculator has been used to calculate our carbon footprint
for 2013–2019. The PalmGHG calculator is free to download from the RSPO website
(www.rspo.org./certification/palm-ghg-calculator).
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