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1. Executive Summary

1.1. Objective, Audit Methodology, Certification Scope and Recommendation

Objective of Certification Assessment

Global Gateway Certifications Sdn. Bhd. [thereafter known as GGC] has conducted the Certification
Assessment of Chellam Plantations Group, Sabah Complex (Estates). During this Main Assessment (Stage
2) Audit, the audit team briefed by sustainability member, of the supply base disposition. The source of
FFB supplies to Sook Qil Mills are from their own estates [Sook Estate and Dalit Estate]. Sook QOil Mills also
receiving FFB from out-grower and other smallholders.

This assessment was conducted onsite on 27" September 2018 to 28" September 2018 by 3 auditors to
assess the compliance of the certification unit against the MS 2530-3:2013 Malaysian Sustainable Palm Oil
(MSPO) Part 3: General Principles for Oil Palm Plantations and Organized Smallholders.

Audit Methodology

The methodology for collection of objective evidence included physical site inspections, observation of tasks
and processes, interviews of stakeholders, officers, review of documentation and data. Checklists and
questionnaires were used to guide the collection of information and the comments made by external
stakeholders were also taken into account in the assessment.

Certification Scope Methodology

The approach to the audit was to treat the Chellam Plantations Group, Sabah Complex (Estates) as a MSPO
Certification Unit. The assessment focused on compliance to legal requirements on the land title, land use
rights, trainings on good agriculture practices, awareness towards environmental and conservation value
management, waste management and disposal and plantation activities such as fertilising, chemical
spraying and harvesting. Details of the actual assessment programme are given in Appendix A (Audit Plan).
Some stakeholders were consulted randomly during the assessment to get their feedback on the
management compliance and performance (Appendix C).

The assessment was conducted based on sampling approach as specified in MSPO Certification
Requirement. The purpose of sampling audit, risk assessment of the certification unit was carried out prior
to the assessment through the documentation (MSPO-Questionnaire Self-Assessment-RA). Result of the
self-assessment is then considered when considering the sampling calculations. Therefore, total numbers
of supply based assessed in the audit are 2 estates.

Recommendation

The company has established sustainability policy, objectives and procedures that define an effective
system for the administration and control of sustainability management system throughout all operation
activities of Chellam Plantations Group, Sabah Complex (Estates). All Estate Senior Manager/Estate
Manager is in charge and ensures that facility and his subordinates comply with the requirements and
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procedures stated in this manual. Both site also assist by Chellam Plantations Group, Safety & Sustainability
Department.

The management is committed to comply with MSPO system by giving awareness training to all personnel
involved in this standard to make them understand the procedures and implementation of the standard.
The employees are aware of the requirements of MSPO. There was no complaint or feedback received
during this Main Assessment (Stage 2) Audit.

This report will be internally reviewed prior to certification decision by GGC and externally peer reviewed
by independents panel reviewers (qualified and trained by MPOCC). During this Main Assessment (Stage
2) Audit [based on MS 2530-3:2013 Malaysian Sustainable Palm Qil (MSPO)] Part 3: General Principles for
Oil Palm Plantations and Organized Smallholders), 4 major and 3 minor non conformities have been raised
to the facilities that being audited. All the evidence submitted were found adequate and therefore all major
non-conformities are closed. (Refer to Appendix B, non-conformity table for details).

Since the audit objectives as mentioned in the audit plan have been achieved and assessment resulted of
major non-conformity findings is closed. Therefore, the lead auditor recommends to award the certificate
of compliance MS 2530-3:2013 Malaysian Sustainable Palm Oil (MSPO) Part 3: General Principles for Oil
Palm Plantations and Organized Smallholders to Chellam Plantations Group, Sabah Complex (Estates).

1.2. Company details and Contact information

Company Name Chellam Plantations Group

Business Address C4-2-3A, Office Suite, Block C4, Urbane Tower, Solaris Dutamas,
No. 1, Jalan Dutamas 1, 50480, Kuala Lumpur., Malaysia

Contact Person Ms. Rowena Peter
Office Telephone +603 6205 3777
E-Mail rowenapeter.cpg@gmail.com
1.3. Certification Unit
No Name of the Site Address GPS Reference of the site office
Certification Unit Longitude Latitude
1. Sook Estate Jalan Tulid, Block 1, Sook, | E 116°21'55.118"” | N 5°19'36.846"
89008 Keningau, Sabah.
2. Dalit Estate Jalan Ansip Kg Malaing, Dalit, E 116°6'2.95" N 4°57'30.99"
89008 Keningau, Sabah.
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1.4. Production Area, Actual and Projected FFB Production (MT)

Name of the Area Summary (HA)
CERELE i Land Title Planted Mature
Sook Estate 3,132.57 2,847 2,847
Dalit Estate 1,900.45 1,686 1,686
Uizl 5,033.02 4,533 4,533
Name Of The Area Summary (HA)
SUBRIEES Conservation Area HCV Others
(Riparian area)

Sook Estate NIL NIL 12.03 ha
Dalit Estate NIL NIL 10.73 ha

Total NIL NIL 22.76 ha
Name of the FFB Summary (MT)
Certification Unit

Projected from Actual Production for | Projected Production for
last audit 12 Months next 12 Months
[Sept 2017-Aug 2018] [Sept 2018-Aug 2019]

Sook Estate NIL 45,194.87 43, 294.00
Dalit Estate NIL 17,330.34 20, 853.00
vzl R 62,525.21 64,147.00

1.5. Certification Details

Global Gateway Certifications Sdn. Bhd.,

No. 10 Jalan Rasmi 7, Taman Rasmi Jaya, 68000 Ampang,
Selangor Darul Ehsan, Malaysia.
Tel.: +603 4256 2689; Fax: +603 4256 2687 - www.ggc.my

Certification body

Assessment standard (MSPO) Part 3: General Principles for Oil Palm Plantations and

Organized Smallholders

Certificate number GGC-CPG001-MSPO-00-2018

Initial certificate issued date 16t November 2018
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Certificate expiry date 15™ November 2023

Stage 1 assessment date Not applicable as client certified for ISCC

Stage 2 / Main Assessment 27t September 2018 - 28" September 2018

Annual Surveillance 1 [ASA 1] August 2019

Annual Surveillance 2 [ASA 2] August 2020

Annual Surveillance 3 [ASA 3] August 2021

Annual Surveillance 4 [ASA 4] August 2022
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2. Assessment Process

. Qualification of the Lead Assessor and Assessment Team

Lead Auditor

Name: Muhammad Syafiq bin Abd Razak

Graduate in plantation management with more than 7 years working experience in various plantation
company and skills in Good Agricultural Practices (GAP) including Integrated Pest Management (IPM).
Fully trained in similar agriculture certification programs such as RSPO, SCCS, MSPO and etc. Qualified
as Lead Auditor/Auditor in several certification programme. Involved in RSPO and MSPO assessment
since 2014. Involved in audits conducted in for many different companies in Malaysia, Indonesia,
Australia, Pakistan, Arab Saudi and Ivory Coast. Completed and certified MSPO Auditor course in 2014
(3rd Batch) held by MPOB. Member of GGC MSPO audit team.

Experienced in handling mineral and peat soil oil palm estate. Knowledgeable in chemical in control of
weeds and pest & disease in Oil Palm Plantation sector. Understanding in Industrial relation and labour
law. Attended OSH Act 1994 & Regulations and Factories & Machinery Act 1967 & Regulations Training.
Participated in Workshop for Qil Palm Growers on Peat at Bogor, Indonesia. Completed and attended
Social Impact Assessment Training at Bogor, Indonesia organized by Remark Asia. Also, has attended
training for RSPO GHG calculation on year 2015 in Kuala Lumpur.

During this assessment, he assessed on the aspect of Transparency, Legal, Safety and Health, Social,
Stakeholder’s Consultation, Workers Welfare, Environment and etc. He is able to speak and understand
Bahasa Malaysia and English.

Name: Ismadi bin Hj. Ismail

He holds Diploma in Planting Industry Management from MARA Institute of Technology, Kuantan
Pahang. 24 years of working experiences with various plantation companies and skills in Best Agriculture
Practices (GAP) for plantation. Fully trained in CoP, MSPO and OSHAS. Qualified as Lead Auditor/Auditor
for MSPO and CoP. Involved in MSPO assessment since 2017. Completed and certified MSPO Auditor
course in 2017 held by SGS (M) Sdn Bhd and ISO 9001:2015 lead auditor course by TOMC. Member of
GGC MSPO audit team.

During this assessment, he assessed on the aspect of Safety and Health, Employment Condition, Social
and community engagements, stakeholder’s consultation and workers welfare. Able to speak and
understand Bahasa Malaysia and English.

Name: Hj. Ahmad bin Sukiman

He holds MSc Plantation Management from Universiti Putra Malaysia (UPM). Above 30 years of working
experiences with various plantation companies and skills in Best Agriculture Practices (GAP) for
plantation. Fully trained in MSPO and qualified as Lead Auditor/Auditor for MSPO. Involved in MSPO
assessment since 2015. Completed and certified MSPO Auditor course in 2015 held by DQS Certification
(M) Sdn Bhd and ISO 9001:2015 lead auditor course by TOMC. Member of GGC MSPO audit team.

During this assessment, he assessed on the aspect of Legal, Best Practices, stakeholder’s consultation
and workers welfare. Able to speak and understand Bahasa Malaysia and English.
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2.2. Stakeholder Consultation

GGC has published the public notification on 24" August 2018 and as to accommodate a stakeholders’
consultation meeting for mill and estates. Therefore, it was conducted on 26/09/2018-28/09/2018 in
Chellam Plantations Group, Sabah Complex (Mill & Estates) to gather information from the local
communities in accordance to Certification Scheme and Stakeholder Consultation requirements.

During this Main Assessment (Stage 2) audit, the audit team has conducted stakeholder consultations
involving both internal and external stakeholders as to understand the practices in relation to
environmental, social performance and their performance with respect to the MSPO requirements. The
meeting was conducted without the present of estates management.

At the start of meeting, the auditor explained the purpose of the audit followed by an evaluation of the
relationship between the stakeholders before discussions continued. The auditor recorded comments
made by stakeholders and verified with the mill/estates management before incorporating into the
assessment findings. There was no complaint or feedback received during the audit or during the field
assessment when interviewing with the external and internal stakeholders. (Refer to part 4 table for
details)

3. ASSESSMENT FINDINGS BY PRINCIPLES AND CRITERIA

3.1. Principle 1 : Management commitment and responsibility

Criterion 1 Malaysian Sustainable Palm Oil (MSPO) Policy
Indicator 1 A policy for the implementation of MSPO shall be established.

Summary Chellam Plantations Group has established MSPO Policy. The policy has been proved by
Datuk Venkata Chellam; Managing Director dated on 215t May 2018.

As evidence at Sook Estate, sighted the “Penerangan Tentang Persijilan MSPO” done
by estate management:
1. Date on 10 August 2018; Attended by 9 executives and staffs and conducted
by Mr. Johan Al (Manager Safety & Sustainability Department).
2. Date on 11™ August 2018; Attended by 87 workers and conducted by Mr.
Nawari, Mr. Rano, Mr. Masdin & Mr. Sirahing (Estate Assistant Manager).

In Dalit Estate:
1. Date on 17™ September 2018; Attended by 14 executives and staffs and
conducted by Mr. Johan AJ (Manager Safety & Sustainability Department).
2. Date on 20% - 21%t September 2018; Attended by 88 workers and conducted
by Mr. Jasren Osewan (Estate Assistant Manager).

In Compliance X Yes CJ No [J  Not Applicable
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Indicator 2 The policy shall also emphasize commitment to continual improvement.

Summary

Criterion 2

Indicator 1

Summary

Indicator 2

Summary

Chellam Plantations Group has established MSPO Policy. The policy has been proved by
Datuk Venkata Chellam; Managing Director dated on 215t May 2018.

Stated in the MSPO Policy; “The Chellam Plantations Group will pursue continues
improvement by engaging in regular review processes and taking active steps to
continually develop the skills and competencies of our employees, strengthen our
procedures and leverage technological advances”.

In Compliance X Yes O] No ] Not Applicable

Internal audit

Internal audit shall be planned and conducted regularly to determine the strong and
weak points and potential area for further improvement.

As per interviewed with Mr. Johan Arwandi Jaidye (Manager — Safety & Sustainability
Department), the internal audit frequency has been planned at least once a year.
Internal audit for MSPO program will be conducted by Sustainability Department from
Head Office.

The procedure is available in Sustainability Procedure; No: SP-CPS-01; Internal Audit;
Rev 00; Date: 09t April 2018. Prepared by Mr. Johan Arwandi Jaidye (Manager — Safety
& Sustainability Department) and Approved by Mr. Loy Sai Heng (Senior General
Manager — Plantation) on 10 May 2018.

In Compliance [X Yes O No [J  Not Applicable

The internal audit procedures and audit results shall be documented and evaluated,
followed by the identification of strengths and root causes of nonconformities, in order
to implement the necessary corrective action.

Chellam Plantations Group has established an internal audit procedure to determine
conformance to the applicable sustainability standard’s requirements such as MSPO or
ISCC and to identify opportunities for further improvement.

The procedure is available in Sustainability Procedure; No: SP-CPS-01; Internal Audit;
Rev 00; Date: 09t April 2018. Prepared by Mr. Johan Arwandi Jaidye (Manager — Safety
& Sustainability Department) and Approved by Mr. Loy Sai Heng (Senior General
Manager — Plantation) on 10%" May 2018.

As evidence, the internal audit conducted by Mr. Johan Arwandi Jaidye and Ms. Maltidah
Songkongan from Safety & Sustainability Department on 05™ May 2018 — 06" May 2018
at Sook Estate. The findings were documented in the Internal Audit Findings Summary.
5 NCR + 10 OFI raised by internal audit team. All the findings already closed by estate
management on 215t September 2018.

In Compliance [X Yes O No [J  Not Applicable
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Indicator 3 Report shall be made available to the management for their review.

Summary The internal audit report was documented and made available for management review.
As evidence, all findings of the internal audit have been covered in management review.
The status of the correction and preventive actions are being discuss and reviewed.

In Compliance X Yes L] No ] Not Applicable

Criterion 3 Management review

Indicator 1 The management shall periodically review the continuous suitability, adequacy and
effectiveness of the requirements for effective implementation of MSPO and decide on
any changes, improvement and modification.

Summary Chellam Plantations Group has established management review procedure to ensure
that the Operating Unit’s Sustainability Management System and performance continue
to meet the MSPO, ISCC or other sustainability requirements and needs of the company
and interested parties.

The procedure is available in Sustainability Procedure; No: SP-CPS-02; Management
Review; Rev 00; Date: 09 April 2018. Prepared by Mr. Johan Arwandi Jaidye (Manager
— Safety & Sustainability Department) and Approved by Mr. Loy Sai Heng (Senior
General Manager — Plantation) on 10™ May 2018.

The management review had included internal and external sustainable palm oil audit
results review. The status of the correction and preventive actions are being discuss
and reviewed.

Sighted management review meeting was done by Chellam Plantations Sabah. 1%
meeting for Management Review conducted on 14™ September 2018 were discussing
on the NC's issued in the Internal Audit Report. Attended by 6 participants.

In Compliance X Yes O No [J  Not Applicable

Criterion 4 Continual improvement

Indicator 1 The action plan for continual improvement shall be based on consideration of the main
social and environmental impact and opportunities of the company.

Summary Chellam Plantations Group has established MSPO Policy. The policy has been proved by
Datuk Venkata Chellam; Managing Director dated on 215t May 2018.

Stated in the MSPO Policy; The Chellam Plantations Group will pursue continues
improvement by engaging in regular review processes and taking active steps to
continually develop the skills and competencies of our employees, strengthen our
procedures and leverage technological advances.
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Indicator 2

Summary

Indicator 3

Summary

Criterion 1

As evidence in Sook Estate and Dalit Estate, sighted a few management plan covering
Environmental, Social, Best Practices, OSH and Others. The plan has been documented
in Continuous Improvement Plan for year 2018. Prepared by Safety and Sustainability
Department and approved by Estate Sr. Manager.

In Compliance X Yes O No [J  Not Applicable
The company shall establish a system to improve practices in line with new information
and techniques or new industry standards and technology, where applicable, that are

available and feasible for adoption

Trainings were conducted for the introduction and implementation of any new
information or technology that is feasible and applicable to the company.

There is no new application of new technology implemented during the certification
period. The current practices continued and guide by Estate Senior General Manager.

In Compliance X Yes 0 No ] Not Applicable

An action plan to provide the necessary resources including training, to implement the
new technigues or new industry standard or technology (where applicable) shall be
established.

There is no new application of new technology implemented during the certification
period. The current practices continued and remain unchanged.

In Compliance [X Yes O No [J  Not Applicable

Transparency of information and documents relevant to MSPO requirements

Indicator 1

Summary

The management shall communicate the information requested by the relevant
stakeholders in the appropriate languages and forms, except those limited by
commercial confidentiality or disclosure that could result in negative environmental or
social outcomes.

Chellam Plantations Sabah has established the Sustainability Procedure on Stakeholder
Communication & Consultation Procedure. SP-CPS-03, Revision: 00 Date 9% April 2018.

Communication and consultation process is also communicated through stakeholder
meeting, dialogues and visits. In Sook Estate, sighted latest meeting with Internal and
External Stakeholders was held on 9t August 2018 and 14™ August 2018 attended by
8 and 7 stakeholders respectively. The meeting was conducted by Estate Senior
Manager, Mr. P.Karuppiah. The minutes being prepared by A. Maha Letchumy.

For Dalit Estate, the Stakeholders Minutes Meeting with Internal and External
Stakeholders was held on 17% August 2018 attended by 20 stakeholders respectively.
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The meeting was conducted by Estate Manager, Mr. Loithas A/L Gurubaria. The minutes
being prepared by the Chief Clerk, Mary Yam.

In Compliance X Yes ] No ] Not Applicable

Indicator 2 Management documents shall be publicly available, except where this is prevented by
commercial confidentiality or where disclosure of information would result in negative
environmental or social outcomes.

Summary The management documents are made publicly available except prevented by
confidentiality. As evidence, sighted reference document list guideline by Estate Senior
Manager (Sook Estate), Mr. P. Karuppiah, last updated 10" May 2018 and by Estate
Manager (Dalit Estate), Mr. Loithas A/L Gurubaria, last updated 17™ August 2018.

In Compliance X Yes ] No ] Not Applicable

Criterion 2 Transparent method of communication and consultation

Indicator 1 Procedures shall be established for consultation and communication with the relevant
stakeholders.

Summary Chellam Plantations Group (Sabah) has established the Sustainability Procedure on
Stakeholder Communication & Consultation Procedure. SP-CPS-03, Revision: 00 Date
9t April 2018.

The purpose of this procedure is to outline the arrangements for consultation and
communication by Chellam Plantations Group with its relevant stakeholders and how
their concerns and views are addressed.

Interview with the stakeholders confirmed they have been informed and updated during
the stakeholder meeting and that they are aware of the above process.

In Compliance X Yes L] No ] Not Applicable

Indicator 2 A management official should be nominated to be responsible for issues related to
Indicator 1 at each operating unit.

Summary In Sook Estate, the person in charge for transparency agenda is Mr. P. Karuppiah
(Estate Sr. Manager), appointed on 23 April 2018 by the Senior General Manager, Mr
Loy Hai Seng and Dalit Estate, the person in charge for transparency agenda is Mrs
Maecella Kuansin, appointed on 15t April 2018 by the Estate Manager, Mr. Loithas A/L
Gurubaria.

In Compliance X Yes L] No [J Not Applicable
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Indicator 3 List of stakeholders, records of all consultation and communication and records of
action taken in response to input from stakeholders should be properly maintained.

Summary The list of stakeholders is adequately maintained and keep current. As evidence in Sook
Estate and Dalit Estate, sighted latest stakeholders list on 25" May 2018.

The stakeholders list at Sook Estate was updated by A. Maha Letchumi and checked by
Mr. Rano Undop. In Dalit Estate, the stakeholders list was updated by the Chief Clerk,
Mary Yam and checked by Estate Manager, Mr. Loithas A/L Gurubaria.

The audit team observed that the stakeholder list consists of various stakeholders
covering the NGOs, local communities, contractors, supplying estates and relevant
government agencies.

The requests were made and will be processed / approved by Estate Sr
Manager/Manager or Assistant Manager. Sighted the above request and others as
stated in the log book effectively responded by estate management.

In Compliance X Yes ] No ] Not Applicable

Criterion 3 Traceability

Indicator 1 The management shall establish, implement and maintain a standard operating
procedure to comply with the requirements for traceability of the relevant product(s).

Summary Chellam Plantations Group established Sustainability procedure on Traceability, No SP-
CPS-06, Revision 00, dated 10% April 2018.

The objective to ensure handling of outgoing FFB are carried out in the proper manner.
The process flow as follows:-

a.
b.

Qa

Harvesters will write their number on every bunch stalk.
At the end of each harvesting row/task, the harvesters will write total bunches
and harvester number.
The tractor or lorry driver will deliver the crop to weighbridge and/or transit
ramp.
Weighbridge operator will weigh the load by ensuring following informations
are available in the dispatch note issued by Estate.

1. Lorry / tractor number

2. Driver name

3. Field Number
The operator will print the Weighbridge ticket.
Stamps valid ISCC/ MSPO sustainability declarations onto the Dispatch Note.
Valid stamp will be provided by HQ after every successful audit and award
certificates.
Weighbridge operator will update records of outgoing FFB.
Tractor / Lorry Driver will deliver crop to designated mill and obtain the
weighbridge ticket.
The driver will return mill weighbridge ticket and grading chit to Estate.
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However, one major non conformity has been raised to Sook Estate due to the Standard
Operating Procedure for Traceability Process Flow is Inappropriate.

In Compliance [ Yes X No ] Not Applicable

Indicator 2 The management shall conduct regular inspections on compliance with the established
traceability system.

Summary On-site inspection is conducted on a daily basis. Evidence of inspection is available for
verification during the audit. On the other hand, the company also conducting periodical
inspection of the established traceability through the Internal Audit.

In Sook Estate, the internal audit conducted by Mr. Johan Arwandi Jaidye on 05% — 06t
May 2018 and for Dalit Estate on 10t - 12t September 2018.

In Compliance X Yes O No J  Not Applicable

Indicator 3 The management should identify and assign suitable employees to implement and
maintain the traceability system.

Summary The overall person in charge for traceability in Sook Estate is Ms. Avevia Susan,
appointed on 4% June 2018 by the Estate Senior Manager, Mr P. Karuppiah. A

As evidence in Dalit Estate, the person in charge for traceability agenda is Mrs Maecella
Kuansin, appointed on 1t April 2018 by the Manager, Mr. Loithas A/L Gurubaria

In Compliance [X Yes 0 No ] Not Applicable

Indicator 4 Records of sales, delivery or transportation of FFB shall be maintained.

Summary Sighted, record of sales and transportation by both estate updated monthly. The
payment will be processed at HQ, Finance Department.

In Compliance X Yes O No J  Not Applicable

3.3. Princip

Criterion 1 Regulatory requirements

Indicator 1 All operations are in compliance with the applicable local, state, national and ratified
international laws and regulations.
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Summary The company has established and updated list of applicable laws and regulations that
are applicable for the estate and mill, prepared by Sustainability Department.
It includes the following:

1) Environmental Quality Act 1974

2) Petroleum (Safety Measures) Act, 1984

3) Workers’ Minimum Standards of Housing and Amenities Act 1990
4) Occupational Safety and Health Act 1994

5) Sabah Environment Protection Enactment, 1998
6) Sabah Water Resources Enactment, 1998

7) Drainage and Irrigation Ordinance, 1956

8) Wildlife Conservation Enactment, 1997

9) Pesticides Act 1974 (Act 149

10) Factories and Machinery Act, 1967

11) State of Sabah Land Ordinance (Sabah Cap. 68)
12) Sabah Labour Ordinance (Cap. 67) as at 2005
13) MPOB (Quality) Regulations, 2005

14) MPOB (Licensing) Regulations, 2005

15) Fire Service Act, 1984

Sighted lists of permits/licenses in Sook Estate which has been monitored and updated
periodically includes;
1) Permit Barang Kawalan Berjadual - Minyak diesel (20,000 liter), No Siri
S011035, expiry 11.08.2019 (Sook Estate)
2) Permit Khas Barang Kawalan Berjadual - Minyak petrol (200 liter seminggu),
No Siri S011076, expiry 11.02.2019 (Sook QOil Palm)
3) Permit Khas Barang Kawalan Berjadual - Minyak petrol (200 liter seminggu),
No Siri S011077, expiry 04.02.2019 (Noble Gemini)
4) Lesen untuk Menggaji Pekerja Bukan Pemastautin (Seksyen 118, Ordinan
Buruh (Sabah Bab 67), Jabatan tenaga Kerja Sabah expiry 02.05.2019
5) Chemical Health Risk Assessment (USECHH Regulation, 2000) — Certificate of
Compliance expiry 06.06.2022.
6) Perakuan Pendaftaran Sementara Institusi Pendidikan (Borang A), Peraturan-
peraturan Pendidikan (Pendidikan Institusi Pendidikan) 1997. No Perakuan:
XZ8C003(AB) expiry 02.08.2019.

For Dalit Estate, seen the lists of permits/licenses which has been monitored and
updated periodically includes;

1) Permit Barang Kawalan Berjadual - Minyak diesel (20,000 liter), No Siri
S011036, expiry 11.08.2019

2) Permit Khas Barang Kawalan Berjadual - Minyak petrol (200 liter seminggu),
No Siri S011079, expiry 23.02.2019

3) MPOB license 503975702000 - Menjual dan mengalih FFB, expiry 30.06.2019
(1,577.21 ha)

4) Lesen Berniaga KGU/2018/2461 expiry 31.12.2018.

5) Sighted note from Mr Mohd Shafiq Bin Yaacoub , Pegawai Keselamatan dan
Kesihatan Pekerjaan on "“Pemeriksaan Semula” for Air Compressor
SB/HT/18/15305 on 24.09.2018.

6) Sighted latest updated Record Fire Extinguisher for 26 unit — still valid.
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Indicator 2

Summary

Indicator 3

Summary

7) Perakuan Pendaftaran Sementara Institusi Pendidikan (Borang A), Peraturan-
peraturan Pendidikan (Pendidikan Institusi Pendidikan) 1997. No Perakuan:
XZ8C002(AB) expiry 02.08.2019.

8) Perakuan Penentuan Timbang dan Sukat No Siri Alat : B434934909 for 60mt,
stamped on 24.05.2018

9) Permit potongan daripada gaji pekerja (Seksyen 113(4), Ordinan Buruh (Sabah
Bab 67) expiry 16.07.2020 as follow;

a) Bayaran Pemprosesan Dokumen Perjalanan (Tidak Termasuk Levi, Bon
Jaminan Bank/Insurans, Denda Memperbaharui Permit Kerja/Visa, Skim
Pampasan Insurans Pekerja Asing dan Pemeriksaan Kesihatan (GROWARISAN)
— provided with “surat persetujuan pekerja” and

b) Lain-lain Jenis Potongan (Bayaran Kedai Runcit) — provided with “surat
persetujuan pekerja”.

However, one major non-conformity has been raised to Sook Estate. The audit team
observed that based on recent visit (13 & 14.08.2018) of “Pemeriksaan Kawasan
Perumahan” by the Dresser, Ms. Shalvia Owok, the interval between the previous visit
i.e. 11 & 13.07.2018 with the recent visit was past due 32-34 days. It is against the
Section 23(2) of Workers’ Minimum Standards of Housing and Amenities Act 1990 (Act
446). Both estates also exceeding the validity period as stipulated in the Environmental
Quality Act 1974 (Act 127). “Environmental Quality (Scheduled Wastes) Regulations
2005.

In Compliance [ Yes X No ] Not Applicable

The management shall list all laws applicable to their operations in a legal requirement
register.

Sighted updated list of applicable laws and regulations that are applicable for both
estates. The legal register is prepared by Sustainability Department.

The list is fully covered the requirements that related to MSPO compliance. These
documents include information on laws, enforcement bodies, main requirement,
environmental aspect, standard, fine, person in charge and compliance status.

In Compliance X Yes L] No [ Not Applicable

The legal requirements register shall be updated as and when there are any new
amendments or any new regulations coming into force.

The legal requirements are tracked by means of periodic review and evaluation on the
Laws & regulations list, to ensure that any new/addition as well as changes or new
amendment are captured and updated, through the following manner:

1) Sustainabilty Department

2) Human Resource Department

3) Campaign by Government Body

4) Communication with JTK

5) Newspaper or article on the new or change of amendment

6) Website
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Indicator 4

Summary

As per interview with Mrs A. Maha Letchumi (Admin Staff-Sook Estate) and Mdm
Marcella Kuansin (General Clerk-Dalit Estate), both of them will update any new
amendments or any regulations once received.

In Compliance X Yes L] No [ Not Applicable

The management should assign a person responsible to monitor compliance and to
track and update the changes in regulatory requirements.

Sighted letter of appointment for person in charge for updating changes in Laws in the
register of legal and other applicable requirement i.e Mrs A. Maha Letchumi, signed by
Mr P. Karuppiah (Estate Senior Manager-Sook Estate) dated 04.06.2018.

For Dalit Estate, sighted letter of appointment for person in charge for updating
changes in Laws in the register of legal and other applicable requirement i.e Mdm
Marcella Kuansin (General Clerk), signed by Mr. Loithas Gurubaria (Estate Manager)
dated 17.07.2018

In Compliance X Yes ] No ]  Not Applicable

Criterion 2 Land use rights

Indicator 1

Summary

Indicator 2

Summary

Indicator 3

Summary

The management shall ensure that their oil palm cultivation activities do not diminish
the land use rights of other users.

Both estate’s land title are available and maintained. Sook Estate has 15 land titles and
Dalit Estate has 97 land titles.

All of the estates visited have a valid land title indicating correct land title terms which
specifies the purpose of the planting of the oil in the respective land.

In Compliance X Yes L] No [0 Not Applicable

The management shall provide documents showing legal ownership or lease, history
of land tenure and the actual use of the land.

Both estate have demonstrated legal ownership of their land by having legal land titles
to the land. The copy of land titles are kept in the estates office and were sighted
during the audit, while the original copies were kept at the Chellam Plantations Group
Head Quarters. Evidence of annual payment of land cess and quit rent the state
government is available in the form of receipts.

In Compliance X Yes O No ] Not Applicable

Legal perimeter boundary markers should be clearly demarcated and visibly
maintained on the ground where practicable.

Both estates have boundary map. The estate boundary is well demarcated with
boundary stones surrounding the land. The boundary stone clearly states the GPS
coordinate of that particular point.

Page 17 of 69 ng

Confidentiality clause: This audit report is confidential and limited in distribution to Global Gateway Certifications Sdn. Bhd. and to the organisation audited. It remains
the exclusive property of the certification body, therefore it is forbidden to reproduce either partially or in totality without the formal authorization of the certification body.



Document No.: MSPO Certification Audit Report Rev. B

Indicator 4

Summary

Criterion 3

Indicator 1

Summary

Indicator 2

Summary

Indicator 3

Summary

However, one minor non-conformity has been raised to both estates due to during
field visit, minimal number of legal perimeter boundary markers are visible and
maintain by the management.

In Compliance [] Yes X No ] Not Applicable

Where there are, or have been, disputes, documented proof of legal acquisition of land
titte and fair compensation that have been or are being made to previous owners and
occupants; shall be made available and that these should have been accepted with
free prior informed consent (FPIC).

No disputes have been recorded in all estate area. There is no evidence of conflict
present in this estate.

In Compliance X Yes O No [ Not Applicable

Customary land rights

Where lands are encumbered by customary rights, the company shall demonstrate
that these rights are understood and are not being threatened or reduced.

There is no customary land in or surrounding all the estates. There are also no land
disputes or claims involving these estates. The company has proper legal land title for
the land ownership.

In Compliance X Yes [1 No [ NotApplicable

Maps of an appropriate scale showing extent of recognized customary rights shall be
made available.

Hence, there is no customary land in or surrounding all the estates. There are also
no land disputes or claims involving these estates. The company has proper legal
land tile for the land ownership. Thus, no maps for recognized customary rights is
available.

In Compliance X Yes [1 No [ NotApplicable

Negotiation and FPIC shall be recorded and copies of negotiated agreements
should be made available.

There is no customary land in or surrounding all the estates. There are also no land
disputes or claims involving these estates. The company has proper legal land tile
for the land ownership.

During interview with stakeholders, no issues related to loss of legal customary
rights with indigenous peoples, local communities and other stakeholders reported.

In Compliance X Yes CJ No [J  Not Applicable
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3.4. Principle 4 : Social responsibility, health, safety and employment condition

Criterion 1 Social impact assessment (SIA)

Indicator 1 Social impacts should be identified and plans are implemented to mitigate the negative
impacts and promote the positive ones.

Summary Sighted, the latest Social Impact Assessment was conducted on 1% to 10" August 2018
in Sook Estate and 8™ to 15™ August 2018 in Dalit Estate. The purpose of Social Impact
Assessment is to assess change in social and environmental conditions which
subsequently have impacts to surrounding areas and communities.

Key areas on the assessment as follows:-
1. Channel of Communication

- Complaint and Enquiry

- Stakeholder Meeting

Safety and Health

Environment

Security

Boundary

Workforce

Pay and Conditions

Basic rights

9. Corporate Social Responsibilities

10. Compensation

11. Worship facilities

NN

The assessment being conducted through consultation with randomly stakeholders of
the following groups:-

Nearby Village
Government officers

a. Local workers

b. Foreign Workers
c. Contractors

d. Suppliers

e.

f.

The Social Impact Assessment covering 30% from the total internal and external
stakeholders. Sighted, the issues raised by Internal and External Stakeholders and the
Management Plan to resolved any issues highlighted. Seen in the review report, the
assessment key areas, mitigation plan and targeted date for completion.

In Compliance [X Yes L] No ] Not Applicable

Criterion 2 Complaints and grievances

Indicator 1 A system for dealing with complaints and grievances shall be established and
documented.
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Summary

Indicator 2

Summary

Indicator 3

Summary

Indicator 4

Summary

Chellam Plantations Sabah has established the Sustainability Procedure on Stakeholder
Communication & Consultation Procedure. SP-CPS-03, Revision: 00 Date 9™ April 2018.
Sighted, the Complaints and Enquiry Procedure under Clause 4.0, Page 5 — 6.

In Compliance X Yes ] No ] Not Applicable

The system shall be able to resolve disputes in an effective, timely and appropriate
manner that is accepted by all parties.

In Sook Estate, 4 complaints being recorded to date September 2018. Complaints forms
seen are responded and completed within Standard Operating Procedures timeframe
14 working days.

Seen samples of complaints dated 14/5/18 by Mr. Basman Muddin, the mandore on
shortage of raw water. The Management responded on 18% May 2018 to supply water
from Mill while waiting approval from Jabatan Air Sabah.

In Dalit Estate, seen samples of complaints dated 19/7/18 by Mr. Jejen Muliadi, the
mandore on “Membaiki dinding rumah pekerja Blok D yang telah rosak”. The
Management responded on 215t July 2018 to repair the house.

In Compliance X Yes L] No J  Not Applicable

A complaint form should be made available at the premises, where employees and
affected stakeholders can make a complaint.

Both estates are using Complaint and Enquiry Book which is available at the office. The
complaints can also be delivered to Management via Complaint and enquiries Box,
located near the muster ground and office.

Up 