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This is the methodology for an analysis of palm ISH driven deforestation and peat conversion in Malaysia
and Indonesia to identify administrative areas with minimal independent smallholder driven deforestation
(MSD) since the industry cut-off date of 2015

There is limited farm or plot level data available, especially in the public domain, for existing Palm oil
Independent Smallholders data

Therefore, POCG followed a “filtering approach” to determine whether deforestation was linked to other
drivers (Palm oil companies/estates OR any other drivers — e.g. mining, cocoa, forest plantations, etc.)

This filtering relied primarily on combining different publicly available datasets of other land cover types or
uses to discount deforestation caused by other drivers. In addition, the GIS technicians conducted some
visual checks using high resolution imagery from Planet to interpret and classify deforestation drivers.

The remaining deforestation was then considered as potentially linked to ISH and for palm, and was then
used to rank administrative units based on the amount of potentially ISH linked deforestation
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Steps followed to identify potentially driven deforestation by PO Independent Smallholders
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How to determine « Mininimal smallholder POCG
deforEStation » adminiStrative unitS? Palm Qil Collaboration Group

Following the subnational risk benchmarking for soy conversion in Brazil led by the Soft Commodities Forum, the POCG technical group followed the
methodology below to identify neg risk villages (in Indonesia), mukims (in Peninsular Malaysia) and districts (Sabah and Sarawak). Please note the
POCG group used a 5% threshold to identify “Minimal smallholder deforestation” administrative units. This slide is just showing an example with
made up data and 5% threshold to explain the process to external stakeholders:

Administrative unit Risk Ranking

Admin unit Deforestation/ Peat
conversion (ha) linked to TOta| ISH deforestation = 100 ha
ISH 5%* of total ISH deforestation =5 ha
Village 1 0
Lo Village 2 0.1
Village 3 0.5 L Minimal Smallholder Deforestation villages =
IRF Delivering for Smallholder volumes
Village 4 1.5 Sum=5ha .
Villages 1,2,3,4 &5
Village 5 2.9 —
Village 6 5
Village 7 10
Village 8 20 - NON- Minimal Smallholder Deforestation villages =
Highest Village 9 30 Sum = 95 ha Not IRF Delivering for Smallholder volumes
Village 10 35 Villages 6,7, 8,9 & 10
Total 100



https://resources.trase.earth/documents/Briefings/EU-deforestation-regulation-Key-principles-and-recommendations.pdf

How did POCG decide on a definition for Minimal POCG
Smallholder Deforestation?

e Sourcing areas (defined at the smallest administrative unit) where PO is grown but the
Stcj)rlnulative defolrestation/conversion linked to Palm Independent Smallholders (ISH) since
5 is minima

* The threshold for “minimal” smallholder deforestation was decided by POCG companies,
taking into account inputs from an extensive consultative process with technical service
providers and external NGOs.

e The threshold agreed by the companies was that administrative areas accounting for 95% of all ISH

deforestation in Malaysia and Indonesia should be classed as “significant”, and additional risk mitigation
measures will be required.

* Therefore, only administrative areas accounting for 5% of all ISH deforestation in Malaysia and Indonesia
are classified as “minimal” smallholder deforestation areas.
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