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EXECUTIVE SUMMARY
BACKGROUND: This document describes ongoing implementation, compliance, monitoring and
reporting of the procedures, practices and programmes set out in the Tropical Landscapes Finance
Facility (TLFF) ESG Standards and Environmental and Social Action Plan (ESAP) by PT Royal Lestari
Utama (PT RLU) and its affiliates PT Lestari Asri Jaya, PT Multi Kusuma Cemerlang, and PT
Wanamukti Wisesa (collectively “RLU Group”) based on an independent second party assessment
conducted by Daemeter Consultants, for the RLU Group. It represents the second annual review and
assessment of progress towards the implementation of the RLU Group’s implementation of the TLFF
ESG Standards and KPIs, the ESAP, based on the IFC Performance Standards, and the AndGreen
Landscape Protection Plan (LPP) and KPIs. This document comprises the ESG Annual Report as
defined in the Facility Agreement dated 25 January 2018 between PT Royal Lestari Utama (as
borrower), TLFF I Pte Ltd (as original lender) and Asia Debt Management Hong Kong Limited (as
facility manager). Capitalised words and expressions used in this ESG Annual Report shall, unless
otherwise defined, have the same meaning as in the Facility Agreement.
CORPORATE OVERVIEW: PT Royal Lestari Utama (RLU) was established in 20151 as a joint venture of
the French tire company, Michelin Group (49%) and Barito Pacific Group (51%). It operates three
Industrial Forest Plantation (Hutan Tanaman Industri - HTI) licenses with a total area of 88,761
hectares (ha). Two licenses cover 70,716 ha in Tebo Region of Jambi Province on Sumatra Island of
Indonesia, PT. Wanamukti Wisesa (WMW) and PT. Lestari Asri Jaya (LAJ) that create a buffer zone to
the heavily encroached south of the Bukit Tigapuluh National Park (BTPNP), which is itself highly
threatened. This will help safeguard important biological diversity in the BTPNP. The third license in
East Kalimantan covers 18,045 ha and is operated by PT Multi Kusuma Cemerlang (MKC). Together
these three forest plantation concessions (HTI) represent the foundation for RLU’s vision for
“Integrated Sustainable Natural Rubber Plantations in Sumatera and Kalimantan” supporting
sustainable landscape management, with the establishment of industrial rubber plantations, a
Community Partnership Program and rubber re-milling plant as the main economic engine. At
maturity, it is expected that 34,000 ha of the 88,761 ha be planted with rubber for commercial use
while the rest will be set aside for conservation, and livelihood. Michelin has committed to
purchasing at least 75% of production from these plantations; it is expected the PT RLU rubber
production will meet around 10% of Michelin’s global natural rubber supply. To date, 18,000 ha of
commercial sustainable rubber have been planted so far across the RLU concessions in Jambi and
East Kalimantan.
RLU’s aim is to promote a new model of sustainable rubber production that is economically
empowering, socially inclusive, and environmentally friendly.
OBJECTIVES OF ESG REPORT: Based on more than 2200 submitted documents, interviews with key
stakeholders, and observations made on a site visit, the objectives of this ESG Annual Review are:


1

Assess RLU’s performance against TLFF ESG Standards and all ESAP targets, including TLFF
and Andgreen Landscape Protection Plan (LPP) Key Performance Indicators (KPIs);

This figure was modified by PT RLU from the original December 2014 date presented in the 2018 ESG Report.




Provide a written evaluation to each indicator associated with ESAP targets, including
specific findings and recommendations;
Produce a 2019 Annual ESG Report describing the methods and approaches taken by the
team, and all conclusions and recommendations pertaining to RLU's progress towards the
TLFF ESG Standards and achieving ESAP and KPI targets.

APPLICABLE STANDARDS: The overarching framework of RLU's Environmental and Social
Management System (ESMS) is the International Finance Corporation (IFC) 2012 Performance
Standards (PS) on Environmental and Social Sustainability, and associated Environmental Health and
Safety (EHS) sector-specific guidelines. ESAP targets, and this assessment, are therefore organized
and structured consistent with the IFC-PS framework of PS 1 to PS 8. This ESG annual report also
assesses progress towards KPIs developed by the TLFF core objectives for Forest Retention,
Improved Rural livelihoods, Reduced Emissions, and Biodiversity Protection, and KPIs presented
within the AndGreen Landscape Protection Plan.
KEY RLU E&S PROGRESS IN 2019: As a relatively new entity, RLU is currently within the development
stage of its systems, including the creation of key planning documents and the establishment of
documentation systems. As such, most of RLU’s progress and challenges are related to key
document delivery such as standard operating procedures (SOPs) and company-wide strategic
management plans, and proper documentation of ESAP-related events such as stakeholder
engagement and training.
As a result, ground-level implementation of the RLU Environmental and Social Management Systems
(ESMS) is difficult to gauge at this stage of development and will likely become more apparent in
future audits as RLU develops its planning and documentation base. Field-level observations and
conclusions of ESMS implementation must therefore be considered in this context. It is anticipated
that future audit teams can and will focus more on ground-level implementation as the project
matures.
RLU made significant efforts in 2019 towards fulfilling outstanding environmental and social
obligations stemming from the 2018 ESDD report as well as the 2018 ESG annual audit report. Key
items of progress include:


2

Completion of several key strategic documents called for in the 2018 ESG audit,
including:
o

Stakeholder Engagement Framework and Plan (D12)

o

Community Partnership Program (Smallholders In Situ) documents (D2,D3)

o

Community Development Program report (D82)

o

Land Return Framework (D4)

o

WCA Management Plan (D91)

o

Indigenous Peoples Framework and Plan (D34)



Completion of updated HCV/HCS integrated study (final report anticipated in 2020)



Completion of Participatory Social Mapping (D9)

These figures indicate the document number.
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Finalized version of external Grievance Mechanism (D7)



Completion of several key SOPs, including:
o

Land Return Procedure (D48)

o

Employee Medical Checkup Procedure (D68,D69)



Completion of concession and WCA demarcation



Increased ranger patrol capacity
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ENVIRONMENTAL AND SOCIAL ACTION PLAN (ESAP): SUMMARY OF PRINCIPAL FINDINGS AND
RECOMMENDATIONS
PS 1 - Assessment and Management of Environmental and Social Risks and Impacts
FINDINGS: Significant efforts have been made towards stakeholder engagement with delivery of a
Stakeholder Engagement Framework and Plan document (SEP), release of a finalized Grievance
Mechanism (GM), and quarterly ESAB meetings. However, stakeholder engagement, training, and
documentation (organization and document quality) continue to be significant challenges for RLU.
RECOMMENDATIONS: RLU should assess the SEP with a qualified reviewer to determine consistency
with IFC Performance Standards; Implement wide-spread village-level socialization of the GM;
Create and implement a comprehensive Training Strategy and Plan; Improve documentation of all
ESAP-related events including meetings, community forums, and training.
PS 2 - Labor and Working Conditions
FINDINGS: Efforts have been made to improve Labor and Working Conditions in the form of training
and delivery of final water and waste management plan. As well, the employee handbook does
feature information on a grievance mechanism for employees. However, significant challenges
remain due to a lack of: a comprehensive company-wide training plan, SOP-specific training, a
Transport Safety and Traffic Management Plan, and an operational internal Grievance Mechanism
(GM) and related form.
RECOMMENDATIONS: RLU should create and implement a comprehensive Training Strategy and
Plan; create and implement a SOP-specific training plan and schedule; create and implement a
comprehensive Transport Safety and Traffic Management Plan; Create and socialize an internal GM
form.
PS 3 - Resource Efficiency and Pollution Prevention
FINDINGS: Gains have been made towards resource efficiency and pollution prevention in the form
of a final third-party water management plan and completion of an Employee Medical Checkup SOP.
However, significant challenges remain in implementation of chemical storage facilities,
implementation of the annual medical checkup to all employees, and documentation of SOP-specific
training.
RECOMMENDATIONS: RLU should complete and implement a storage plan for chemicals and class II
pesticides; Implement annual medical check-ups for all employees; Complete and implement a SOPspecific training plan for all employees company wide.
PS 4 - Community Health, Safety, and Security
FINDINGS: Community Health, Safety, and Security issues and concerns remain as there is currently
no Community Health, Safety, and Security Program Plan which would involve widespread
community socialization. A Transport Safety and Traffic Management Plan has not been completed.
RECOMMENDATIONS: RLU should complete and implement a Community Health, Safety, and
Security Program, and a Transport Safety and Traffic Management Plan; proper PPE should be
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provided to all relevant employees company-wide, based on HIRA (Hazard Identification Risk
Assessment) and in accordance to their job function.
PS 5 - Land Acquisition and Involuntary Resettlement
FINDINGS: Social conflicts pertaining to land rights, use, access, and compensation remain major
concerns for RLU operations. Significant efforts have been made in the form of a finalized Land
Return Procedure SOP, a finalized Grievance Mechanism, and a Land Return Framework document.
However, the Land Return Framework document requires qualified review to establish if it meets IFC
Performance Standards.
RECOMMENDATIONS: RLU should pursue a qualified review of the Land Return Framework
document to determine consistency with IFC Performance Standards; Vulnerable groups should be
specifically identified within the Land Return Procedure; RLU should complete and implement a
social impact assessment and report consistent with IFC Performance Standards.
PS 6 – Biodiversity Conservation and Sustainable Management of Living Natural Resources
FINDINGS: Biodiversity, specifically related to the WCA and elephant management, remains a
significant issue for RLU. Progress has been made in the form of a WCA Management Plan, HCV/HCS
re-assessments, increased ranger patrol capacity, and completion of boundary demarcation.
RECOMMENDATIONS: RLU should complete its third-party review of the WCA Management Plan to
determine consistency with international standards for a formatted controlled document and
finalize the plan; Boundary demarcation will require field verification; And currently the plan has
limited details regarding wildlife management (e.g., elephants), in addition to points on HECM.
PS 7 - Indigenous Peoples
FINDINGS: Indigenous Peoples (IP) remain a significant concern within the concession, and
particularly as related to the WCA and the Orang Rimba. RLU made progress towards improved IP
management with the creation of an Indigenous Peoples Framework and Plan document. However,
the document requires a qualified review to establish if it meets IFC Performance Standards.
RECOMMENDATIONS: RLU should review IP Framework and Plan document via a qualified
evaluation.
PS 8 - Cultural Heritage
FINDINGS: Cultural heritage sites were addressed within the updated HCV/HCS process in 2019, and
will be reflected in the 2020 final reports. Cultural heritage site identification included community
consultation.
RECOMMENDATIONS: none.
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TROPICAL LANDSCAPE FUNDING FACILITY (TLFF) KEY PERFORMANCE INDICATORS (KPI)
Core
Objectives
Forest
Retention
Improved
Rural
Livelihoods

Output and Impact Indicators
Hectares of actively managed HCV/HCS
forest
Number of jobs created under the
Community Partnership Program (CPP)
Number of smallholder rubber farmers
engaged as part of the community
partnership program (part time and full
time). These are farmers, not employed by
RLU, but that have an agreement which
defines some type of transaction between
services and products (rubber).
Number of smallholder households
impacted by RLU CPP (to be calculated as
no. of farmers x 5 given assumptions re.
average household in Jambi).
Number of jobs created outside rubber
under the CPP (to include those jobs
associated with local suppliers).
Number of farmers receiving training from
RLU
Number of farmers selling rubber into the
RLU supply chain
Number of direct job created

Salary range of direct RLU employees
Reduced
Emissions

Number of trees planted

Value (YTD Dec 2019)
(as provided by RLU, or source indicated)
Jambi: 2,879 ha of forest*
East Kalimantan: 8,858 ha of forest*
Direct employment: 4320
Jambi: 33
East Kalimantan: 300

1,655 persons

Not available

804
333
4320 jobs total
RLU permanent employees = 1042
Daily labour = 3278
Salary range: IDR 2,423,889 - 2,893,833
(above provincial minimum wage standard)
Rubber trees planted: 10,000,000
Restoration: 1,113 native trees planted in
Conservation Area BU3-4 and 1,
121 trees planted in Conservation Area
BU1-2

Number of fires registered (as reported to
the authorities)

Number of hectares burnt (if any)

Carbon footprint (in tCO2e)
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Nursery : 3,132 seedlings (BU4 Ranger’s
Station); 3,796 seedlings (BU1 Arboretum);
180 seedlings in BU5
Jambi
LAJ: 73
WMW: 19
East Kalimantan
MKC: 16
Jambi
LAJ: 86.7 ha
WMW: 14.4 ha
East Kalimantan
MKC: 42 ha
Jambi: (860,189) tCO2e**
E Kal : 231,343 tCO2e**
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Biodiversity
Protection

Greenhouse gas emissions absorbed by
protected forest, planted trees (in tCO2e)

Total Carbon sequestration in Jambi and E
Kal
628,846 tCO2e**

Number of conservation programmes
implemented

Four programs:
Forest Protection: Daily patrol by
RLU’s Ranger and monthly joint Patrol
with authorities (BTPNP) to secure
the forest area from illegal activities
(logging, encroachment, poaching),
collection of forest seedlings for
restoration plots.
Wildlife Conservation Area: Newly
designated conservation area consists
of 8,300 protected area and 1,400
rubber planted area for production.
Vision is to reduced further
degradation on the area for elephants
and to develop community based
framework agreement for better
management of the area to reduce
HECM.
Human-wildlife conflict: Dedicated
personnel to monitor the elephants in
efforts to reduce loss from conflict.
Wildlife monitoring: Daily monitoring
of wildlife presence through patrol by
rangers and camera trapping.
5 Critically Endangered Species:
Elephant (Elephas maximus sumatranus)
Tiger (Panthera tigris sumatrae)
Orangutan (Pongo pygmaeus morio)
Helmeted hornbill (Rhinoplax vigil),
Yellow Meranti (Shorea peltata)

Number of species protected in the
concessions

Ha of wildlife conservation areas
protected
Hectares of conservation habitats
protected within the concessions

Patrol coverage and reporting on illegal
activity findings overtime.
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4 Endangered species:
Mitred monkey (Presbytis melalophos)
Wild dog (Cuon alpinus)
Otter civet (Cynogale bennettii)
Malayan Tapir (Tapirus indicus.)
9,700 ha
Jambi: 18,370 ha
East Kalimantan: 9,983 ha
(as per Dec 10, 2019 in line with the
ongoing Integrated HCV/HCS assessment
RLU decided to do additional temporary
no go area in undeveloped land during
the assessment process. Area total: Jambi
3,919 ha and in Kalimantan 2,588 ha)
Jambi: 107,305 km
WCA: 59,261 km
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East Kalimantan: 81,767 km
4 reports on illegal activities in Jambi to
government authorities, and 5 reports in
East Kalimantan
*Source: MKC HCV-HCS Integrated Report 2020 draft 1 – Identified potential HCS 2019 (final HCVHCS report anticipated in 2020)
**Source: USAID Green Invest Asia, 2020. Carbon assessment report. PT Royal Lestari Utama.
(Document D92, Appendix C)

KEY FINDINGS
ESAP findings requiring priority attention in 2020 include:
1. Finalize and communicate key strategic documents that remain unavailable from the 2018
ESG audit recommendations:
o

Training Strategy and Plan

o

Transport Safety and Traffic Management Plan

o

Consolidated Monitoring Plan (to include all IFMP, TLFF, and AndGreen LPP
indicators)

o

Community Health, Safety, and Security Plan

o

Social Impact Assessment and Report

2. Document management:
o

While considerable efforts have been made to deliver key strategic documents
called for in the 2018 ESDD and 2018 ESG audit report, several documents require a
qualified review and assessment to determine if they meet international standards
such as IFC Performance Standards and ISO 9001 Quality Management Systems.

o

Similarly, while some documentation exists for ESAP-related events such as
meetings, stakeholder engagement and consultation, community forums, and
training; documentation of ESAP-related events lacks organization and standardized
formatting, making it difficult for RLU to demonstrate compliance with ESAP items
such as stakeholder engagement and training.

PRIORITY RECOMMENDATIONS
Eight priority recommendations (PR) are presented below. Timelines for these recommendations
should be considered the immediate future, with implementation anticipated for the upcoming
audit period (i.e., delivery due date = 31 December, 2020).


PR 1 – Improve document quality to International Standards, including, e.g.,
Indigenous People’s Framework RLU and WCA Management Plan (D91)



PR 2 – Improve documentation protocols and file organization systems



PR 3 – Complete outstanding strategic planning documents
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PR 4 – Review of IFMP and annual monitoring requirements



PR 5 – Review of company-wide SOP requirements and training



PR 6 – Improve ESAB effectiveness through more effective ESAB meetings



PR 7 – Establish ESMS/ESAP protocols



PR 8 – Establish follow-up protocols for ESG report recommendations
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Daemeter Consulting
Jl. Tangkuban Perahu 1
Taman Kencana
Bogor, Jawa Barat 16128
Indonesia

www.daemeter.org

