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FRONT COVER:

Palmoil plantation of PT Palma Satu in Indragiri Hulu, Riau. Based on the Dedvéinister
Environment and Forestry Numb803/Menlhk/Setjen/PLA.2/12/2016 about Forest Area in Riau
Province, the estate belonged to PT Palma SditDarmex Group desnot have the release
permit (IPKupon the aredrom the ministryand cultivation rights HGU. Photos byeyes on the
Forest ©EoF2017.



EXECUTIVE SUMMARY

Forestcrime in Riau Province is still ongoing until now. One by one Riau forest area continues to
be crushedSpecial committee oMonitoring Licensing of Estate CraggsRiau Legislative Council
(DPRD Rigyreviously found there are tens of thousands of hectares of forest illegally cultivated
in forest areas by 33 palm oil plantation companies. In addition, there are also companies that
open the area oplantationsoutside the limits otultivation rights Hak Guna Usah&GU.

Overlgy analysis of land cover by WWikdonesia in 2016 with Forest Area of Riau Province based
on Decree of the Minister of Environment and Forestry No. 9@31IMkSETJEN/PLA.2/12/2016,
December 07, 2016, indicates that there agproximately 1.4 million hectares of forest area in
Riau has been planted with oil pakmees This figure shows more than 27% of the total forest
area in Riau turns into palwil plantation. The development of palm oil in forest areas may be
undertakenby palmoil plantation companies, investors, cooperatives and smallholders.

Eyes on the Forestoalitionalso conducted direct monitoring on the ground to prove whether
forest areas in Riau have been controlled by pailplantation companiesr not. It's true. From

the results of an investigation conducted by Eyes on the Faneiovember 2017, found 10
companies indicated tplant palm oil treesn the forest area. Six out of ten companies turned
out to be a company that joined the Darmex group (PTalalma). This palm oil business group

is linked to a corruption case that imprisoned Annas Maamun (then Governor of Riau) for
accepting gratuities to allocate paloil plantations from forest areas.

It is estimated that the area of 10 companies idertifabout 73,047 hectares and only has about
40,005 hectares dioldingHGU(cultivation rights) meaning there is a plantatidreyond the size

of the cultivationrights given. Ironically, the HGU permit exists in the forest area. Of the 73,047
hectares obil palm plantations identified by Decree of the Minister of Environment and Forestry
No. 903/Menlhk'Setjen/PLA.2/12/2016at least 38,169 hectares are located in forest areas,
including 33,437 hectares in HRKonvertible production forest) 4,060 hectares in HP
(production forestland 672 hectares the HPTlimited production forest)

Eyes on the Forest asked the Ministry of Environment and Forestry to conduct an investigation,
probeand prosecution of oil palm companies that have developeg@alih plantations in forest

areas as monitored by EoF in 10 companies, of which 6 are Darmex group companies and related
to corruption cases that imprison (former) Riau governor and palfousinessmen.



PRELIMINARY

In Article 1 SulArticle 3 ofLaw Number 41 Year 1999 concerning Forestry, it is mentioned that
Kawasan Hutan is a certain area appointed and or determined by the government to be
maintained as a permanent foredElaboration offorest areas in Riau Provindeat listed in
severalpolicies issued bMinistry about Forest Estateamong others:

1. Decree of the Minister of Forestry Number 173/Kpt$1986, June 6, 198&oncerning to
Designation of ForesEstatein Riau Province

The designation of forest area in Riau Province wasliased on the Decree of the Minister of
Forestry No. 173/KptH/1986 dated June 6, 1986 cappointment of ForestEstatein Rau

t NEGAYOS® ¢KS aAy A dhasSchidsidered tie adiddmaniNRi@een VarBud NS S
agencies related to spatial managent, so that later the Minister of Forestry Decree is known

as the ForestUse Agreement (TGHK)

Based on the decisioby the Minister of Forestry No. 173 / Kplis/ 1986, almost the entire
province of Riau and Riau Islands are included in the categdtgrebtEstate The total area of

Riau Province and Riau Islands is 9,056,160 hectares, covering 397,150 ha of protected forest,
KSA / KPA of 451,240 ha, 1,971,553 ha of(ktRifed forest production) HP(production forest)

of 1,866,132 ha and HRBonvetible production forestof 4,770,085 ha. Then after the issuance

of Riau Islands Province, the total area of Riau Province re&;88d,823, 67 &ctares.

2. Decree of the Minister of Forestry Number 7651 / Menhwutl / 2011, December 30, 2011,
on ForestEstatein Riau Province

The Decree of the Minister of Forestry No. 7651 / MenWut/ 2011, December 30, 2011,
concerningto ForestEstatein Riau Province was issued based on the consideration of the
formation of Riau Islands Province which wasaa of Riau Province in 2004, before which Riau
Islands was one of regencies in Riau Province. Other considerations that need to be updated by
accommodating changes in forest area and partial forest function change.

The detailed Decree of the Minister of Forestry has detailed the area based on the function of
the forest area, among others: 213,113 ha of protected forest, 617,209 ha of KSA / KPA,
1,541,288 ha of HPT, HP of 1,893,714 ha, and HPK of 2,856,020 ha. Compared with Decree 173/
Kptsll / 1996, Decision No. 7651 / Menhutl / 2011, the area afon-forest area in Riau Province
reached 1,863,479.67ectares2011.

Most of the change of fastestatedesignation to norforestonefrom the change of Production
Forest can be converteg@HPKyaround 1,298,260 ha. In addition to changes in the designation of
forest estate there is also a change in the function of forest areas, where in Deci§bh /7
Menhut-VIl / 2011 there is the addition of Production Forest ab®s6,807 ha.



3. Decree of the Minister of Forestry Number 878 / Menhut/ 2014, September 29, 2014, on
ForestEstatein Riau Province

Considering the demands of development dynesrand optimizing the function of foresstate
after the issuance of SK 673 / MenHut 2014 and in the framework of forest area, SK 878/2014
is issued. Viewed from the width of each forestatefunction in accordance with SK 878/2014
almost entirely accommodate SK 673/2014, such as Protection F@i€Jicovering area of
2334,015 ha, KS@ature reserve zond)KPA(hature conservation zone)f 633,420 ha, HPT of
1,031,600 ha, HP area of 2,33218hadan HPK covering an area of 1,268,767 ha.

Compared to the Decree of 7651 / Menhkwitl / 2011, Riau Province helsanged intahon-forest
estatereaches 3,485,130.67 hectares until 2011. Most of the change of festste designation
become norfored area fromthe change ofConvertibleProduction ForesfHPKpabout 1,298,260
ha. In addition to changes in the designation of forestate there are also changes in the
function of forestestate where in SK 878/2014 thers the addition of Productiondfest (HP)
about 438177 ha.

4. Decree of the Minister of Environment and Forestry No. 903 émihk / Setjen / PLA.2 /
12/2016, December 07, 2016, on Fordsstatein Riau Province

Decree of the Minister of Enanment and Forestry No. 903 / Menlhetjen/ PLA.2 / 12/2016,
December 07, 2016, on Fordsstatein Riau Province considegthe letter of Director General

of Forestry and Environmental Planning Number S.1204 / PKTL / KUH / PLA .2 / 11/2016 dated
November 11, 2016 for the review of the attament map SK 878/2014, where there is a
reduction of ForesEstateof 92,701 hectares of 5,499,693 total foredtatein Riau Province.

Such reductions are:

a. Deduction of 65,125 hectares due to chasigethe designation of forest estate non-fores
areain accordancewith A Y A 2 G SNJ 2F 9y @A NP y Wambar 314 MéhLHE 2 NB a i N
Setjen / PLA.2/4/2016 dated April 20, 2016, as amended by Decree of the Minister of
Environmentand Forestry numbes93 / MenLHK / &jen/ PLA.2 / 2016 dated Ma33, 2016.

b. Reduced area of 25,731 hectares as has been released by the Minister of Fouesbrgr
878/2014.

c. Reduction of 13,735 hectares due to administrative boundaries between Riau and Jambi
provinces. 3,761 hectares reduction due to administrabeeder users between Riau Province
and West Sumatra.

d. Addition of 15,665 hectares due to the use of Topographic Map of Indonesia 1:50 in 2016 with
the adjustment of beach base, river and lake on the Fdessateof Riau Province map.



Table 1. Chronology of Riau Province FoEssate(regulation period 198@2016)

TGHK-173/Kpts-| TGHK-173/Kpts
,|,|/1986’ ”_/1986' SEEE, 7651/Menhut-| 878/Menhut- o
Fungsi Kawasan Hutan termasuk - drkeluarkan o000 o014 S03/Menlk201 - %
Provinsi Provinsi 16
Kepulauan Riau" [Kepulauan Riau
(ha) (ha) (ha) (ha) (ha) (ha)
Hutan Lindung 397,150 271,841.000 213113.000 234,015.000  233,910.00 2.609
KSA/KPA 451,240 438,835.000  617,209.000 633,420.000  630,753.00 7.029
Hutan Produksi Terbatas (HPT) 1971553 2,663,960.00 1,541,288.00 1,031,600.00 1,017,318.00 11.32Y
Hutan Produksi Tetap (HP) 1,866,132| 1,336,907.00 1,893,714.00 2,331,891.00 2,339,578.00 26.049
Hutan Produksi yang dapat di Konversi 4,770,085  4,154,280.00 2,856,020.00 1,268,767.00 1,185,433.00 13.199
Kawasan hutan Propinsi Riau 9,456,160, 8,865,823.00 7,121,344.00 5,499,693.00 5,406,992.00 60.189
Perairan 119,000.67
Bukan Kawasan Hutan di Propinsi Rial - 119,000.67| 1,863,479.67 3,485,130.67 3,577,831.67 39.829
Luas Wilayah Propinsi Riau 9,456,160, 8,984,823.67 8,984,823.67 8,984,823.67, 8,984,823.67) 100.009

Luas (ha) berdasarkan dokument SK 173/1986, Timdu 2012, SK 7651/2011, SK 878/2014 dan SK 903/2016

The function of forest estate in Riau province based on spatial plan regulations issued by the
Government.From table 1, ishowsthat 60% of the area of Riau Province sva forestestate
However, the possibility ofofest area in Riau province wouldecrease because forest
encroachment in Riau Isastill been going on until now.Special Committee iMonitoring
Licensing of Plantation Estaite DARD Riau previously fountidre wee tens of thousands of
hectares of forest illegally cultivated in forest areas by 33 palm oil plantation companies. In
addition, there wee also companies that open the areapdéntationsoutside the limits of Hak
Guna Usaha (HGdultivation righs). The Ria People's Coalitiom 2017 hadreported 33 oll

palm plantations to the Riau Regional Police on charges of unauthorized use of forests and land.
The company wasuspected adevelopingoil palm plantations in forest areas that cost the state

Rp 2.5 trillion. https://nasional.tempo.co/read/836501/exploitatioimigh-sound33-company
sawitreported)

The Eyes on the Foreapalition conducted fild monitoring in 10 of 33 oil palm plantations to
prove whether forest areas in Riau have been controlled by oil companies by ignoring regulations
prohibiting forest areas for plantations. A number of reports related to the usees forpalm

oil plantations in Riau can be downloadedvaivw.eyesontheforest.or.id
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Findings of Investigation Results

Overly analysis of land cover by WWF Indonesia in 2016 with Faststteof Riau Province

based on Decree of the Minister of Environment and Forestry No. 903 / MENLHK / SETJEN / PLA.2
/ 12/2016, December 07, 2016, indicates that thevere approximately 1.4 million heates of

forest areas in Riau hazken planted wih oil pam. The mentionednumber meantover27% of

total forest area in Riau hanvertedinto palmoil plantation. Tle developmentof palm oil in

forest areas was indicataghdertaken bypalmoil plantation companies, investors, cooperatives

and smallholders.

Penggunaan Lahan Luas (Ha)
Hutan Alam 1,488,368

Kebun Akasia 1,033,404
Kebun Sawit 1,463,478

Area Terbuka 151,812
Lainnya 1,058,243
Tubuh Air 13,450
Grand Total 5,413,709
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Area Penggunaan Lain Peta Tutupan Lahan 2016, WWF Indonesia,
SK No.903/Menlhk/Setjen/PLA.2/12/2016.

Landcover Map 2016, WWHndonesia From a land cover analysis by WAiBonesia 2016,
there are 1.4 million hectares @flm oil plantations within the forest area, of which the largest
concession area of Cwertible ProductionForest (HPK) is around 538® hectares, Limited
Production Fores{HPT)of 378.876 hectares, Production Forg$tP) 0f373.178 ha,while
100.259 hectares of protected forest and K@®ature reserve zond)KPA(nature conservation
area)approximately 72,250 hectares.



Table 2.Analysis of land cove2016in Riau Province

% of % of % of
Class of forest cover Size (ha) :gtoafl LI Land HP Land class HPK Land

class class
Burnt. 24,802 0.5% 6,941 28.0% 7,052 | 28.4% 5,450 22.0%
Open land 151,812 2.8% 12,657 8.3% 117,873 77.6% 9,508 6.3%
Mangroves 180,152 3.3% 134,776 74.8% 716 0.4% 22,296 12.4%
Oil palm | 1,463,478 | 27.0% 378,876 25.9% 373,178 25.5% 538,915 36.8%
Forest 1,488,368 | 27.5% 189,231 12.7% 698,693 46.9% 54,134 3.6%
Others 1,058,243 | 19.5% 206,086 19.5% 220,411 20.8% 541,562 51.2%
Acasia 1,033,404 19.1% 85,069 8.2% 922,722 89.3% 12,760 1.2%
Water body 13,450 0.2% 3,820 28.4% 1,968 14.6% 2,918 21.7%
Total 5,413,748 631,552 234,545 1,017,495 2,342,613 1,187,543

An investigation conducted by Eyes on the Forest in

November 20d4id 10 companies

indicated tooperatein forest areas where 6 of themvere companiesffiliated tothe Darmex
group (Duta Palma affilies and its group. It was estimated that the 10 companiesere
identified planting oil palm treesbout 73,047 hectarevhichhas only about 40,005 hectares of
HGUcultivation rights Ironically, the HGQultivation rightis allocatedinsidethe forest area Of
the 73,047 hectares of oil palm plantations identified by Decree of the Minister of Environment
and Forestry No. 903 / &hlhk / Setjen / PLA.2 / 12/201690 38,169 hectares are located in forest
areas, with details: 33,437 hectares in HPK, 4,060 hexiarelP and 672 hectares on the HPT.

Table 3.Findings ofEoF monitoring a oil palm plantation companies in foreststate

Thetable shows the area covering by EoF field investigation and by landsat satellite image 2015.

i Luas Kebun dalam kawasan hutan
analisis citra 2015
No|  Nama Perusahaan Group Cmgengamiion Luas HGU berdasarkan SK
No0.903/Menlhk/Setjen/PLA.2/12/2016
lapangan
HPK HP HPT APL
1 [PT Banyu Bening Utama  |DARMEX 7.653,00 6.420,00 7.582,00 71,00
2 |PT Gandaerah Hendana  |Gandaerah Grup 14.798,00 13.870,00 663,00 14.135,00
3 |PT Kencana Amal Tani DARMEX 9.554,00 9.217,00 5.300,00 4.254,00
4 [PT Kharisma Riau Sentosa 1.519,00 1.519,00
5 |PT Palma Satu DARMEX 9.956,00 9.956,00 -
6 |PT Panca Agro Lestari DARMEX 3.719,00 3.350,00 367,00 369,00
7 |PT Peputra Supra Jaya Peputra Masterindo 10.670,00 4.060,00 | 173,00 10.670,00
8 |PT Seko Indah DARMEX 1.014,00 936,00 78,00
9 |PT Eluan Mahkota DARMEX 5.880,00 5.951,00 1.483,00 4.397,00
10|PT Hutahean Hutahaean Grup 8.284,00 4.547,00 2.648,00 132,00 5.636,00
Total 73.047,00 40.005,00 33.437,00 | 4.060,00 | 672,00 39.610,00

The findings indicate thatevelopment of oil palm plantations by 10rapanies within the forest
areaisvery clearthat it violates Indonesian regulations that d not allow the expansion of oil
palm plantations within the forest area as regulated in:

w [8 y2® mMykHnamo bt NE@SYiadAz2y |yR 9NI RAOIGAZ2Y
Article 17, (2)Everyone is prohibited: b. conduct plantation activities without the Minister's
permission within the forest area,;



w [8 b2®d nmkmphpd bC2NBAGNEDH

Article 50, (3)Everyone is prohibited: a. do and / or illegally use and / or occupy the forest area;
which meas working on forest areas is to cultivate land in forest areas without obtaining
permission from authorized officials, such as for cultivation, for agriculture, or for other
enterprises.

All activities ofpalm oil cultivation in Indonesia must be implemted in accordance with the
provisions of applicable legislatiofhe regulations in Indonesia related toalm oil plantations
are:

1 Law No. 39 of Article 42 of 2014 concerning Plantation, Plantation Cultivation Business
or Plantation ProdudProcessing business as referred to in Article 41 paragraph (1) can ol
done by Plantation Company if it has obtained the right to land and / or Business Li
Plantation.

9 Regulation of the Minister of Agriculture of the Republic of Indonesia NurmbéP@rmentan
/ OT.140 / 9/2013 About Plantation Business License Agreement Article 8, Plan
Cultivation Enterprises with an area2 (twenty five) hectares or more shall have {BP

1 Regulation of the Minister of Agriculture Number: 26 / Permenta®t.140 / 2/2007
Concerning Guidelines on Licensing of Plantation Enterprises, Article 6 (1) Cultivat
plantation crops as referred to in Article 3 paragraph (1) with land area 25 (twenty
hectares or more shall have a license.

9 Decree of the Miister of Agriculture No. 357 / Kpts / HK.350 / 5/2002 Regarding Plantz
Business Licensing Guidelines, Article 4 (1) Plantation Cultivation with a land 2&aabr
more shall have IUP.

I Law no. 5 of 1960, Regarding the Basic Regulations on @g#Riinciples, Article 28 Right t
use is the right to cultivate land directly controlled by the State, within the period referre)

in article 29, for agricultural, fishery or livestock enterprises.

The following is a detailed explanatioh10 companies and oil palgrowerswhose area is within
the forest area based on 903/ MENLHK / SETJEN / PLA.2 /12/2016, December 07, 2016, on Forest
Areas in Riau Province.



1. PT Banyu Bening Utama:
HGU in forest areagloesnot havearearelease permit

PT Banyu Bening Utama (PT BBW) am affiliateto the DARMEX group, which owns a

palm plantation in Payarumbai Village, Seberida-&strict; and Kuala Mulia Village,

Kuala Cenaku Swstrict, Indragiri Huliistrict Some of the caalinates of the area of

PT BBU we identified by EoF, among others; 0 °© 35'49.02 'S 102 ° 32'5.66" E, 0 ° 37'5.69
"S 102 ° 32'6.76" E, 0 ° 32'30.24 "S 102 ° 34'6.88" E, 0 ° 33'46.87 "S 102 ° 34'8.38" E, 0 °
31'5.45"S 102 ° 36'56.13" E, 0 ° 28'41.06 "S’1¥®36.39" E, 0 ° 29'34.93 "S 102 ° 40 '47

59 "E.

Report of Special Committee of Riau Parliament in 2015 on Monitoring and Evaluation of
Permit of Palm OillBntation stated that PT BBU hadpermit location of 6,420 hectares
according to Decree No. &2 2004 dated 23 April 2004 and hah IUP of 6,420 hectares
according to SK Number No.71 of 2004 dated 04 June 2004 In accordance with Decree
No. 59 / HGLBPNRD7 dated November 20, 2007, PT BBU owreeddGU of 5,000
hectares. However, based on data d?M 2016 received by EoF, PT BBSa HGU
cultivation rightsof 6,420 hectaresYet, fom the data, it was revealed th&BU did not

have permit to release the area from the Minister of Forestry

Based onmage analysis in 2015, PT BB walicated to hve an area of approximately
7,653 hectares. The results of the EoF investigation in the field in November 2017 found
that the area of PT BBU tideen planted with oil palm estimated to be around-20

years ofl. EoF notes PT BBU also belonge@dne compay owned by Duta Palma or
DARMEX group who comit@d acts of corruption involving convicted Annas Maamun
(former Governor of Riau), Gulat Manurung and Edison Marudut in 2015 ago. Duta Palma
bribed Annas Maamun for Rp 3 billion out b&t8 billion promisedBribery wa given to
Annas Maamunvho waswilling to arrange for land belonging to Duta Palma grtupe
removed from forest areatatus, one of them waPT Banyu Bening Utama. Read:

( ),
( )a
( )

Overlapping areas of oil palm plantation of PT BBlIsed on analysis of image and field
observation with forest area based on DecreeMihister of Environment and Forestry
Number 903 / Menlhk / Setjen / PLA.2 / 12 / 28160 thatBBU plantatiorarea, or about

7,582 hectares, we within the Convertible Production Forest®#K) area and only 71
hectares wee located in Other Use Ared8PL) This raisedhe question, why PT BBU
could get HGUn forest area? The EoF team haat obtained sufficient data to analyze

the HGUof PT BBU issued by the National Land Agency (BPN). Referring to existing
regulations in Indonesia, HGUs cobkelnot granted to ForestEstatenor to Other Areas

of Use.

From the field study and observation by EoF, it was concluded that PT BBU indication:
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http://rct.or.id/index.php/korupsi/kasus-marudut

Hadno permit to release forest area from the Minister of Forestry
HadHGUcultivation rightsin forest area

Extent ofplanting exceedethe extent of HGU

Based on Decree of the Minister of Environment and Forestry No. 908nlhikl /
Setjen / PLA.2 / 12/2016, almost the entire plantation are®fBBU or about 7,582
hectares wa within the Comertible Production ForegHPK)area.

+H H+ +H +H

Map 2.Photo 1: Btrancegate of PT. BBUPhoto 2: Platsmounted on oil palm shows the area of the block and the
year of panting in 2002, meaning that it vgaestimatel that PT BBU's palm oil plant svapproximately 15 years old;
Photo 3 and 4: Replanting in PT BB&htationland; Photo 57 : PT BBU palm oil plaatton within the Convertible
Production ForestHPK).

2. PT Gandaerah Hendana
Planting exceeds HGU; plangin a forest area,

PT Gandaerah Hendans an affiliate to Gandaerah Group in Riau Province.
Administratively, the oil palm plaation of PT Gandaerah Hendans located in
PelalawanDistrict precisely in Ukui Il Village Ukui Didtfr Kerumutan Villageand
Indragiri HulWDistrict(Redang Seko Village and Banjar Balam Village, Lirik Subdistrict). EoF
monitored the location of theplantationsof PT Gandaerah Hendana in Ukui Il Village
(Ukui Plantatior), and Kuala Kampar Sdfillage Kerumutan Village, all in Pelalawan
District. Somef the coordinatepoints of PT Gandaerah Hendanareje ° 5'32.18 "S 102
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