Date: July 25, 2007

To: Advertising Standards Authority

From: Friends of the Earth International and Friends of the Earth Europe
c/o Rue Blanche 15
B - 1050 Brussels
Tel: 32-2-5420180

Contact Person:

Paul de Clerck, Corporate Campaign Coordinator
Tel.: 32-494380959

E-mail: paul@milieudefensie.nl

Contact Person in August (due to holidays):
Bradford Rohmer
E-mail: bradford.rohmer@foeeurope.org

Regarding

Friends of the Earth International® (FOEI) and Friends of the Earth Europe? are
filing a complaint to the Advertising Standards Authority (ASA) about a television
advertisement of the Malaysian Palm Oil Council (MPOC) entitled “Gift from
Nature, Gift for Life”. The advertisement was broadcast on the BBC® and we
believe it constitutes a breach of the Television Advertising Standards Code.

! Friends of the Earth International is the world's largest grassroots environmental network,
uniting 70 national member groups and some 5,000 local activist groups on every continent. With
approximately 1.5 million members and supporters around the world, we campaign on today's
most urgent environmental and social issues. We challenge the current model of economic and
corporate globalization, and promote solutions that will help to create environmentally sustainable
and socially just societies.

2 Friends of the Earth Europe campaigns for sustainable and just societies and for the protection
of the environment, unites more than 30 national organisations with thousands of local groups
and is part of the world's largest grassroots environmental network, Friends of the Earth
International.

% We do not know about the exact broadcasting day, but a number of people have alerted us to
the fact that the advertisement was broadcasted.
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Relevant parts of the Code

We believe that the advertisement contravenes the following parts of the
Broadcast Committee of Advertising Practice (BCAP) Television Advertising
Standards Codes:

Article 5.1: No advertisement may directly or by implication mislead about any
material fact or characteristic of a product or service.

Article 5.2.1: Licensees must obtain adequate objective evidence to support all
claims.

Note 2: Licensees must make their own independent assessment of
evidence submitted in support of advertising, and of any advice they have
commissioned.

Note 3: Absolute claims should be avoided unless they are backed up by
clear evidence and are based on a formula they can completely deliver.
Note 4: Under the Control of Misleading Advertisements Regulations 1988,

the ASA is empowered to regard a factual claim as inaccurate unless adequate
evidence of accuracy is provided to it when requested.

Article 5.2.3: All important limitations and qualifications must be made clear.

Article 5.2.6: Advertisements must not make unsubstantiated claims about
environmental impact.

Content of the advertisement

The advertisement, which can be consulted on the MPOC website
(http://www.mpoc.org.my) contains the following spoken out loud:
The world has been slowly discovering the secrets of our planet
The beauty of nature

And the miracles of life

And while the world may know almost all the wonders of the earth
Many may not be aware of the wonders of this gift from nature
This gift for life

Malaysia palm oll

Its trees give live

And help our planet breath

Its fruit provide vitamins for our bodies

And energy for our daily lives

Malaysia palm oil

A qift for nature

A gift for life



http://www.mpoc.org.my/

The following text then appears:
Malaysia palm oil. Sustainably produced since 1917.

Complaint

The sentence “sustainably produced since 1917” is clearly misleading. It
contravenes Articles 5.2.1 and 5.2.6 of the Code, also resulting in a breach of the
more general Article 5.1. The sentence is reinforced by the overall image of the
advertisement, which contains statements such as “a gift from nature, a gift for
life” and “helping the planet breathe”, as well as images of oil palm trees and
tropical rainforests.

“Sustainably produced” is a vague and general term. Though MPOC may counter
that it implies only that palm oil has been produced in Malaysia for a long time,
since 1917, the consumer is likely to take from the term that palm oil is produced
without harming the environment in any way. The footage in the advertisement,
by hinting that palm oil production does not harm trees or contribute to
deforestation, also leads the consumer to use this definition of “sustainably
produced”. Therefore it is an absolute term and should only be used if
substantiated with evidence.

MPOC, however, does nothing to substantiate this claim, either in the
advertisement itself or on its website. Moreover, the most suitably verifier in palm
oil sustainability, the Roundtable for Sustainable Palm Oil (RSPO), will not
complete its verification system for sustainable palm oil until either the end of this
or beginning of next year. However, even at that point it is very unlikely that
sweeping statements will be made for an entire country, as the MPOC does in its
advertisement. MPOC is involved in the RSPO process and should therefore be
well aware of this.

In its promotional materials, MPOC states that no virgin forests or orang utan
habitats are converted for oil palm development. However, this contradicts the
experiences of Malaysian environmental NGOs, indigenous communities and
various scientists. To stating simply that palm oil is “sustainably produced” is to
put forth a scientific and public consensus on the issue when there clearly is not
one. On the contrary, we believe that much palm oil is produced in an un-
sustainable manner. For more information on the debate please see attached
Annex 1 (on background information on sustainability of palm oil) and Annex 2
(including numerous recent examples of non sustainable production of palm oil
throughout Malaysia).

In a similar case in 2006 Milieudefensie / Friends of the Earth Netherlands filed a
complaint to the Dutch Reclame Code Commissie (the sister organisation of ASA



in the Netherlands) against an advertisement of Essent Retail Energie BV*.
Essent claimed that the biomass it was using for energy production was
sustainable and that the palm oil products from Malaysia used by the company
for electricity generation meet strict criteria and that its production does not
negatively impact the local environment. The Reclame Code Commissie decided
that the advertisement was in violation with its standards. In their argumentation
they said that the Commission considers it likely that, at this point in time, a major
part of the biomass from palm oil products can not be proven to be sustainable.

In addition, while promoting Malaysian palm oil among the general public, the
advertisement does not make clear the important limitation on product
availability, namely that consumers in Europe cannot possibly verify whether the
product they would consider buying contains Malaysian palm oil. On the contrary,
product labelling generally does not allow a consumer to determine if a product
contains palm oil at all.

The palm oil industry, including MPOC, is very much aware of this. Therefore, it
is evident that MPOC aims to influence the perception of the general public on
the basis of claims that no consumer can verify.

Through influencing the perception of the general public, MPOC ultimately aims
to change the consumer’s economic behaviour. However, as clarified above,
consumers have no means to translate their altered perceptions into economic
behaviour other than through being less critical in general.

In conclusion, if it is accepted that “sustainable” refers to more than merely
planting oil palms for the past 90 years, MPOC cannot back up with scientific
facts or with independent verification its claim that “Malaysia palm oil (is)
produced sustainably since 1917.” The sustainability of palm oil production in
Malaysia is subject to public and scientific debate. MPOC'’s claim that Malaysian
palm oil is “sustainably produced since 1917” is therefore an inappropriate green
claim as described in the Code.

* Decision of the Reclame Code Commissie in the case Miliedefensie versus Essent Retail
Energie. File nr. 06.0504A. 5 December 2006.



Annex 1
Background information on sustainability of palm oil

A wealth of evidence, from both scientists and stakeholders, indicates that not all
palm oil is produced in a sustainable way.

The Roundtable for Sustainable Palm Oil (RSPO) is developing a verification
system for sustainability claims regarding palm oil production. RSPO is expected
to complete a verification system by the end of 2007 or in the course of 2008.
However, even if the RSPO verification system is put in place, it would not allow
for sweeping statements at the country level (“Malaysia palm is produced
sustainably”) unless all individual management units (plantations and processing
facilities) have been verified as meeting all relevant laws and beyond-legal
performance sustainability principles and criteria, as laid down by RSPO.

The complainant is certain that MPOC is fully aware of the above. In fact, MPOC
chief executive officer Tan Sri Dr Yusof Basiron said in December 2006 that
Malaysia will work with the RSPO (..) to come up with an internationally
recognised certification for the sustainable development of palm oil. Dr.

Basiron was quoted by the Malaysian New Straits Times newspaper as

saying that "this is a step towards dispelling lies told on palm oil by

competing vegetable oil stakeholders.” Thus, MPOC recognition of the need to
work with the RSPO and its system of verification is contradicted in its own
advertisement “Gift from Nature, Gift for Life”, since the advertisement argues
that all Malaysian palm oil is already sustainable.

According to the Malaysian Palm Oil Association (MPOA, the private sector
association), 66% of all oil palm estates have been converted from rubber and
cacao and the rest were established in logged forests." These (conservative)
figures imply that in the years leading up to the end of 2002, some 1,210,000
hectares of forest were cleared for oil palm development in Malaysia."

Citing on government statistics in Sieh & Ahmad (2001), Dr. Colin Nicolas,
presently coordinator of the Center for Orang Asli Concerns (COAC) in Malaysia,
states that 86 per cent of all deforestation in Malaysia from 1995-2000 was
attributed to oil palm development." Palm oil production in Malaysia is not just
affecting forests. Dr. Nicolas emphasises that “invariably, as a result of these
effects of forest clearing and oil palm planting, it is usually the indigenous
peoples who bear the consequences of such environmental degradation (..).
Together with logging and large-scale development projects, the rapid expansion
of the oil palm plantation business into Orang Asal lands makes this sector the



most conflict-ridden one in rural Malaysia. Recent experiences in Sabah,
Sarawak and Peninsular Malaysia clearly attest to this.”"

The scientific debate about the extent to which the expansion of oil palm
plantations contributes to deforestation (and other impacts on sustainable
development) is seriously hampered by:

e The tendency of Malaysian government bodies such as MPOC and the
Ministry of Plantation Industries and Commodities to group oil palm
plantations as “forests” and thereby add the plantation acreage to the national
forest cover. As a result, Malaysia’s “forest cover” increases while the United
Nations Food and Agriculture Organisation (FAO) statistics that show that the
rate of deforestation in Malaysia actually increased from 2000-2005 as
compared to 1990-2000." In their book “Deforesting Malaysia, the Political
Economy and Social Ecology of Agricultural Expansion and Commercial
Logging”, Professor K.S. Jomo, Y.T. Chang and K.J. Khoo elaborate in detalil
how forest cover statistics are conveniently adjusted to conceal deforestation
in Malaysia.”"

e Malaysian government bodies do not publish detailed information about forest
cover and forest cover changes. They treats information about the locations
(“concession areas”) of oil palm plantation companies as a state secret which
makes it hard for third parties to assess the extent of deforestation caused by
oil palm expansion and to verify the truthfulness of MPOC'’s claims. Globally
accessible satellite imagery (such as that published by Google Earth)
demonstrates that in Malaysia deforestation for oil palm expansion does take
place in many locations."

Background on the Malaysia Palm Oil Council

The interests and the identity of the advertiser are not clearly presented to the
viewer in this case. The advertisement refers only to a website
[www.MalaysiaPalmOQil.org] which presupposes that the viewer can find out more
about the advertiser via this website. Once this website is consulted, the “about
us” section clarifies that the website is run by the Malaysian Palm Oil Council
(MPOC). The viewer, however, remains unsure as to whether the advertisement
was indeed produced under MPOC'’s responsibility. We assume that this is
indeed the case.”

Neither the MalaysiaPalmOil.org website nor the MPOC website clarifies who
owns MPOC and what interests it serves. The internet address
[MalaysiaPalmOil.org] suggests that MPOC may be a non-governmental
organisation (most NGOs have domain nhames ending with “.org”). The MPOC
website merely presents pictures of the MPOC CEO and Chairman, without
stating to whom they are accountable.



According to our information, MPOC was set up by the Malaysian government in
1990. Although private sector parties are represented in the Board of Trustees,
MPOC ultimately operates as a governmental organisation (council) that falls
under the auspices of the Malaysian Ministry of Plantation Industries and
Commodities.” Among the objectives of the MPOC are:
e To improve understanding of palm oil, its applications and its benefits.
e To uphold the good name of Malaysian palm oil by closing the gap
between the issues of perceptions, allegations and the realities of palm oil.
o To safeguard Malaysian palm oil as the most dominant palm oil in terms of
market coverage, nutritional benefits, environmental sustainability and
commercial success.”

It is, in our view, crucially important to note that the Malaysian government,
through substantial or controlling interests via the National Equity Corporation
(Permodalan Nasional Berhad, PNB) and its unit trust funds, is an important
economic stakeholder (shareholder) in the largest Malaysian oil palm plantation
companies such as the Guthrie Group, Golden Hope, Sime Plantations,
Boustead and others.™"

As a council linked to the Malaysian Ministry of Plantation Industries and
Commaodities, MPOC plays a key role in promoting the image of palm oil within
the country and abroad. The responsible Minister of Plantation Industries and
Commaodities, Peter Chin, stated that “Malaysia has agreed (in 2006) to jointly
work with Indonesia to combat any anti-palm oil campaigns and to promote the
sustainability as well as the good value of palm oil.”™" Earlier that year
Indonesian media reported that both countries agreed to allocate 500,000 Euro
to pay the fees of a consultant or joint spokesman to counter campaigns
launched by non-governmental organisations against palm oil production in the
two countries.*"

It is against this background that the advertisement must be seen and
understood: responsibility for this advertisement and the subject to this complaint
is the Malaysian government and the palm oil companies in which it holds
financial interests. The advertisement must also be seen in the context of
Malaysia’'s efforts to promote palm oil consumption regardless of its origin.
Malaysia is the largest palm oil producer country in the world and Malaysian
plantation companies (including those with controlling stakes held by Malaysian
government funds) also hold around 1.8 million hectares of oil plantation land in
Indonesia, about one third of the existing oil palm acreage in the country.

Violations of voluntary DEFRA codes

We believe that the advertisement of MPOC has flouted the DEFRA Green
Claims Code (GCC) as well.



The GCC stipulates that a green claim should be:
e Relevant to the product in question and the environmental issues
connected with it.
e Clear about what environmental issue or aspect of the product the
claim refers to.

It also stipulates that a green claim should not:
e Be vague or ambiguous, for instance by simply trying to give a
good impression about general concern for the environment.
e Imply more than it actually covers, if the claim is only about limited
aspects of a product or its production, or does not deal with a
significant issue for that type of product.

The overall direct and implied, visual, spoken and written claim as laid down in
the MPOC advertisement is that Malaysian palm oil is “a gift from nature, a gift
for life”. This is a statement that remains vague and ambiguous in light of the
linkages made: oil palm trees, ample images (symbols) showing extensive
tropical rainforests, trees, animals and plants, vague statements that oil palms
are “helping the planet breath” and lastly the closing term ‘Malaysia palm oil:
sustainably produced since 1917”. In so far as there are linkages between palm
oil and these environmental benefits they are not clearly explained and they are
also disputed. They could easily mislead consumers into believing that palm oll
provided benefits to the environment when this is not the case.

i Malaysia needs palm oil certification. New Straits Times. December 2, 2006.

" Data from: MPOA 2003. Sustainable Palm Oil: Malaysian Palm Oil Association Perspective.
Malaysian Palm Oil Association (MPOA). Presentation at the Palm Oil Roundtable, Kuala
Lumpur, August 21-22, 2003.

" \Wakker, E. 2004. Greasy Palms: The social and ecological impacts of large-scale oil palm
plantation development in Southeast Asia. Report for Friends of the Earth England, Wales and

Northern Ireland.

Y CERTIFYING THE OIL PALM PLANTATION BUSINESS AND PROTECTING INDIGENOUS
PEOPLES’ RIGHTS Public Forum on Sustainable Palm Oil, 6 January 2005, Kuala Lumpur

Summary of presentation by COLIN NICHOLAS Coordinator Center for Orang Asli Concerns.

Y CERTIFYING THE OIL PALM PLANTATION BUSINESS AND PROTECTING INDIGENOUS
PEOPLES’ RIGHTS Public Forum on Sustainable Palm Qil, 6 January 2005, Kuala Lumpur.
Summary of presentation by COLIN NICHOLAS Coordinator Center for Orang Asli Concerns

"' FAO 2005. Forest Resource Assessment. Rome. According to FAO, Malaysia deforested
78,000 ha annually between 1990-2000, whereas this increased to 140,000 ha from 2000-2005.
According to our professional judgment most of this deforestation, and its growth, is directly
associated with oil palm expansion.

" Jomo, KS, YT Chang and KJ Khoo, 2004. Deforesting Malaysia, the Political Economy and
Social Ecology of Agricultural Expansion and Commercial Logging”. Zed Books in association



with United Nations Research Institute for Social Development. Further elaboration on this debate
is presented in “Malaysian Environment in Crisis” published by Sahabat Alam Malaysia.

Vil A CD ROM with linkages to relevant satellite images was handed over by the Dutch Palm Oil
Platform (an NGO platform in the Netherlands) to Minister Peter Chin of the Ministry of Plantation
Industries and Commodities during his trip to the Netherlands in October 2006. This CD ROM can

be made available to the BCAP.

iX Similarly, it is reasonable to assume that MPOC is also the owner and manager of the
anonymous website “Palm Oil Truth Foundation” [http://www.palmoiltruthfoundation.com].

“MPOC website [http://www.mpoc.org.my]; website Ministry of Plantation Industries and
Commodities [http://www.kppk.gov.my/]. See also: Teoh, Cheng Hai, 2002. The Palm Oil Industry
in Malaysia: From Seed to Frying Pan. Report prepared for WWF Malaysia.

. http://www.mpoc.org.my/main_coprofile.asp http://www.mpoc.org.my/main_coprofile.asp
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See also: Teoh, Cheng Hai, 2002. The Palm Oil Industry in Malaysia: From Seed to Frying Pan.
Report prepared for WWF Malaysia and the Annual Reports of the companies mentioned.

“ SPEECH BY YB DATUK PETER CHIN FAH KUI, MINISTER OF PLANTATION INDUSTRIES
AND COMMODITIES AT THE LAUNCH OF THE SEMINAR ON “BIODIVERSITY
CONSERVATION THROUGH SUSTAINABLE PLANTATION PRACTICES ON CAREY ISLAND".
28" NOVEMBER 2006 (TUESDAY), 9.00 A.M., AT DEWAN KULIAH TERATAI, FAKULTI
SAINS, UNIVERSITI MALAYA, KUALA LUMPUR.
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Indonesia, Malaysia launch joint move to defend palm oil industry. The Jakarta Post, 19 July
2006.



