Decision to exclude from investment
1 June 2015

Introduction
KLP and the KLP Funds (KLP) have decided to exclude the company Noble Group Limited from
its investment portfolios with effect from 1 June 2015.
Noble Group Limited (Noble Group) is a conglomerate headquartered in Hong Kong and with
operations on six continents.1 Noble Group specialises in the transport and processing of raw
materials from low-cost countries, including Indonesia.2
As of 31 December 2014, KLP and the KLP Funds held shares in Noble Group worth approx.
NOK. 6,720,000.3

The incident and the company’s involvement
KLP has considered the exclusion of Noble Group on the basis of Recommendation 26 June 2013
to exclude Noble Group Ltd, in which the Council on Ethics of the Norwegian Government
Pension Fund Global (GPFG) recommends exclusion “due to an unacceptable risk that the
company is responsible for severe environmental damage as a result of its conversion of tropical
forest into oil palm plantations”.4 The recommendation was announced in connection with
publication of the Council on Ethics’ 2014 annual report. The Ministry of Finance took no
decision with respect to this matter, since the GPFG had no investments in Noble Group as of 1
January 2015.
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The recommendation relates to two concessions in, respectively, Papua and West Papua in
Indonesia. The two provinces are located on the western side of the island New Guinea, which
has the world’s third-largest rainforest, after the Amazon and Congo.5 The island covers 0.5 per
cent of the world’s land mass, but is home to 5 per cent of the world’s animal species, two-thirds
of which are found nowhere else on Earth.6 One of the concessions was to be operated by Noble
Group alone, through its subsidiary PT Pusaka Agro Lestari, while the other area was to be
operated by PT Henrison Inti Persada, a joint venture with Wilmar International Ltd.7
In total, these concessions encompass approx. 680 km2 – a little larger than the area covered by
the municipality of Halden, Norway. The Council on Ethics’ criticism relates primarily to failings
in Noble Group’s assessment of which sections of the concessions should be protected. The
assessment of these areas, known as High Conservation Value (HCV) assessments, looks at the
biodiversity of the concession and the importance of the forest to the local population. Noble
Group is a member of the Roundtable on Sustainable Palm Oil (RSPO) and has thus made its
HCV assessments in accordance with the RSPO’s requirements. Nevertheless, the Council on
Ethics concludes as follows:
In the Council’s opinion, neither of the two HCV assessments provides well-founded
answers to the question of whether intact forest will be converted into plantations or the
question of what biodiversity will be lost as a result of conversion. The Council finds that
the lack of such data, the scale of conversion and the fact that both concessions are
located in areas of unusually rich and unique biodiversity present an unacceptable risk
that conversion will result in complete, irreversible change to ecosystems and vegetation.
The measures proposed by the company will, in the Council’s view, be insufficient to
reduce the risk of severe environmental damage connected to current and future
conversion of forest into oil palm plantations.8
A detailed description of the incident and the entire analysis may be found in the Council on
Ethics’ recommendation.9
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Follow-up by KLP
Since the recommendation was issued a year and a half before it was made public, it has been
crucial to KLP’s assessment to verify whether the factual circumstances described in the
recommendation are still in effect.
PT Henrison Inti Persada
PT Henrison Inti Persada, a planned joint venture with Wilmar, was never realised, so it was not
necessary to include an assessment of Wilmar in connection with this case.10 In a conversation
with KLP, Wilmar confirmed that the plans for a joint venture have now been abandoned.11
PT Pusaka Agro Lestari
The licence granted to PT Pusaka Agro Lestari was withdrawn by the local authorities at the end
of 2014.12 However, it is unclear, based on the information obtained from publicly available news
sources, whether the status of the concession has subsequently changed. As discussed below,
KLP has received confirmation from Noble Group that the licence is still in effect.

Dialogue
KLP has been in contact with Noble Group to discuss the contents of the Council on Ethics’
recommendation and confirm the status of the two concessions. Contact with the company
occurred through two teleconferences and through email correspondence in the period February
to April 2015.
PT Henrison Inti Persada
Noble Group confirmed to KLP that since the collaboration with Wilmar was not realised, Noble
Group has operated the concession in West Papua alone, through its subsidiary PT Henrison Inti
Persada. Noble Group has not performed any new HCV assessment of the concession. The
company believes that a new HCV assessment is unnecessary, since the assessment performed in
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2010 met the requirements of the Roundtable on Sustainable Palm Oil (RSPO). Noble Group has
been a member of the RSPO since 2011.13
The concession covers approx. 32,000 hectares, around 10,000 hectares of which Noble Group
estimates will be set aside for conservation. This is an estimate, since the company says that
keeping the local population out of the protected zone is challenging. Around 12,000 hectares
have already been converted.
PT Pusaka Agro Lestari
Despite reports that PT Pusaka Agro Lestari’s licence has been revoked, Noble Group confirms
that it is now in order. The concession covers approx. 38,000 hectares, of which Noble Group
estimates some 12,000 hectares will be protected. Around 4,000 hectares have already been
converted.
Overall comments on the recommendation
The company rejects the Council on Ethics’ criticism, and points to the fact that Noble Group is a
member of the RSPO and fulfils all the obligations this entails. Noble Group underlines that the
RSPO has a complaints mechanism which interested parties may use if they feel the company is
not fulfilling the RSPO’s requirements, and that no complaints against Noble Group have so far
been upheld.
The company feels that the Council on Ethics’ criticism of its HCV assessments is unfounded,
since the assessments were carried out by RSPO-certified experts and were certified by third
parties in accordance with the RSPO’s requirements. Noble Group has, furthermore, carried out
additional studies, which build on the HCV assessments and go further than the RSPO
requirements, and which are used in-house. Noble Group has sent KLP copies of confirmations
from independent third parties that the HCV assessments carried out for PT Henrison Inti Persada
and PT Pusaka Agro Lestari meet RSPO requirements.

Guidelines and KLP’s assessment
One of the grounds for exclusion stipulated in KLP’s guidelines for responsible investment is that
there is an “unacceptable risk that the company is complicit in or itself responsible for […] severe
environmental damage.”14 As a general rule, KLP follows exclusions made by the GPFG on the
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recommendation of the Council on Ethics. In this case, however, the Norwegian Ministry of
Finance has made no decision with respect to the recommendation, since the GPFG was no longer
invested in the company as of 1 January 2015.
The two concessions mentioned in the recommendation are, as of today’s date, operated by Noble
Group alone, through subsidiaries. The company has not undertaken any new HCV assessments
and has no plans to do so. Nor does it plan to carry out a ‘peer review’ of the existing
assessments. Noble Group’s ongoing and future conversion of rainforest to oil palm plantations
therefore rests on the same HCV assessments. The company points to the fact that the
assessments were carried out in line with the RSPO’s requirements, and underline that no
complaints against Noble Group pursued through the RSPO’s complaints mechanism have so far
been upheld.
The objective of an HCV assessment is to examine whether there are areas that are particularly
worth protecting and that should not be converted into oil palm plantations. Such areas may
contain threatened animal species or be of major importance to the local community, e.g. burial
grounds. The assessment begins with a desktop study to plan which sections of the concession the
fieldwork should encompass. The fieldwork can take up to several weeks, depending on the
area’s geography, flora and fauna, and proximity to the local population – including indigenous
peoples.
The results of the assessment are used as a starting point for the company’s implementation of
conservation plans and mitigating measures, if necessary. In other words, if the HCV assessment
is not adequate, the company risks causing irreversible and severe damage to the environment and
the local population’s cultural heritage. The assessment is extremely contextual, and should cover
not only the concession itself, but also land use outside its boundaries.15 For example, it may be
appropriate to protect a ‘green corridor’ if the concession borders nature reserves, so that animal
species can continue to pass through.
Noble Group underlines that it has carried out its HCV assessments in accordance with the RSPO
requirements in effect in 2010 and 2011, when the assessments were performed. Since then, the
RSPO requirements have been strengthened. From 1 January 2015, the RSPO requires its
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members to use consultants certified by HCV Resource Network16 to carry out HCV
assessments.17 The RSPO itself describes this as an initiative to ‘increase the quality of HCV
assessments’.18 In addition, the process for performing HCV assessments has been further
standardised since 2010 and 2011.19 The assessments carried out in 2010 and 2011 were therefore
subject to less stringent requirements than those in effect today.
The fact that Noble Group is a member of the RSPO is positive, and such industry initiatives play
an important role in promoting sustainable operations in the sector. KLP does not contest that
Noble Group has fulfilled the RSPO’s requirements with respect to the assessments that were
carried out. However, the strengthening of the RSPO’s requirements in recent years can be seen
as a response to criticism of a lack of standardised procedures and a standardised system for
authorising HCV consultants.20 The fact that the RSPO is continually improving its members’
practices is unambiguously positive. There are, however, no grounds for concluding that
membership automatically eliminates the risk that a company may cause severe environmental
damage
In this case, the Council on Ethics has commissioned experts in the field to evaluate the extent to
which Noble Group’s HCV assessments and planned initiatives are sufficient to avoid severe and
irreversible environmental damage to an area of outstanding biodiversity. The Council on Ethics
raises serious questions about the adequacy of Noble Group’s HCV assessments in an area with
unique flora and fauna. Given that the assessments were performed under a less stringent RSPO
system than is currently in place, and the company has no plans to perform new HCV
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assessments or to subject the assessments from 2010 and 2011 to peer review, this constitutes, in
KLP’s opinion, an unacceptable risk that Noble Group’s current and future conversion of
rainforest to oil palm plantations in these two concessions will cause severe environmental
damage.

Decision
Noble Group Limited is excluded from KLP and the KLP Funds’ investment portfolios with
effect from 1 June 2015.
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