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FIGURE 2 — Global Palm Oil Market — purchasing of

Supply currently exceeds demand: Only 52% of certified palm oil was purchased in 2012-2013. certified palm oil
Compliance costs are low: We estimate the cost of implementing even the most stringent traceability standard 8%
to be on average 0.05% of total revenue for 70 companies analyzed. / 3%
2%
As target sourcing commitment dates approach, reputational risks increase for companies falling short of / 4%
commitments. 47% of the largest global companies that rely on products that typically use palm oil have not i / —
made any commitment to responsible sourcing from suppliers certified by the Roundtable on Sustainable Palm = | & non-certified
Oil (RSPO) standards. Of those who made such commitments, 51% will not be able to meet their 100% ' certified, but not purchased
certification goal by 2015 even under the least stringent traceability requirement (GreenPalm). 83%  purchased by Unilever
u purchased by the next 9 top buyers
Of the top 10 largest users of palm oil, six companies — Procter & Gamble, PepsiCo, Colgate, Reckitt, o u purchased by rest of the world
McDonald’s, and Kao - are unlikely to meet the target of 100% certification by 2015 even if purchased through
the least stringent supply chain system Supply exceeds the demand: only 17% of the globally
’ produced palm oil is certified to RSPO sustainability
North American retailers have the greatest opportunity to protect brand value at the lowest cost, yet most of  criteria, only half of that amount is purchased by palm oil
them have not made any commitment to sourcing certified palm oil. Wal-Mart is a notable exception users.
FIGURE 3 — Cost of certification for the top 10
FIGURE 1 Companies’ commitments and progress towards achieving RSPO certification goals palm oil buyers
Scenario 1 Scenario 2
Less Stringent More Stringent
More Stringent Commitment (excl. GreenPalm) by 2020 (GreenPalm) (Segregated)
Less Stringent Commitment (incl. GreenPalm) by 2015 Cost, USD
SELECTED COMPANY HIGHLIGHTS Unilever (NL) 9,141,630 0.014% 309,291,815 0.457%
. . ) Procter & Gamble (US) 2,772,000  0.003% 93,786,000 0.118%
Less stringent committment: More Stringent PepsiCo (US) 2,743,200 0.004% 92,811,600 0.140%
MW Have already achieved Johnson & Johnson, Kellogg, L'Oreal, - Nestle (CH) 2,460,000 0.003% 83,230,000 0.086%
certification Marks & Spencer, Tesco, Unilever Mondelez (US) A0 2O R 5 015G BT L
Colgate-Palmolive (US) 655,554  0.004% 22,179,577 0.135%
[ | On track to achieve certification Heinz, Nestle, Metro, Sainsbury He.inz, Kellogg, Metro, Reckitt Benckiser (GB) 641,370 0.004% 21,600,685  0.150%
by target year Sainsbury McDonald's (US) 620,016 0.002% 20,977,208 0.076%
[ | Unlikely to achieve certifcation  Colgate-Palmolive, McDonald's, Johnson & Johnson, Kao (JP) 572,136 0.004% 19,357,268 0.139%
by target year PepsiCo, Procter & Gamble, Wal- PepsiCo, Unilever Johnson & Johnson (US) 466,800 0.001% 15,793,400 0.023%

B

Mart

No time-bound commitment Campbell, Clorox, Costco, Yum!

Brands

McDonald's, Mondelez,
Nestle, Procter & Gamble

Compliance cost is low: with Segregated palm oil
currently traded at USD 200 premium, even the more
stringent certification would on average account for less
than 0.15% of revenue for the top 10 buyers.
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FIGURE 4 Brand Visibility vis-a-vis Cost of Compliance

Description: We use total revenue as a proxy for assessing the size and visibility of companies globally. Large revenue volumes of retailers correspond to high level of visibility of companies in the set, and hence high
exposure to risk of being scrutinized by media and public over sourcing practices. The cost-to-revenue figure refers to our estimate of the certification cost under the most stringent supply chain system (identity
preserved or segregated palm oil) for the volume of palm oil purchased by companies and not yet certified to the most stringent standard. Please note that for companies that do not report palm oil purchasing
volumes and do not have or do not disclose certification volumes, we estimate purchasing volumes based on the product portfolio composition, reliance on private label products, and location of operations.
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*ConAgra reports purchasing only 79 tons of palm oil. However based on our review of the company’s product portfolio, we estimate the actual volume to be between 35,000 to 55,000 tons.
** Orkla, a Norwegian confectionary company, made a commitment to RSPO certification but at the time of the report publication did not have any reported purchasing volumes of certified palm oil.

Source: RSPO Annual Communication on Progress, company disclosure, media reports, MSCI ESG Research

© 2014 MSCI, Inc. All rights reserved. Please refer to the disclaimer at the end of this document. page 2 of 4



MSCI ESG Issue Report: Executive Summary Palm QOil: The Road to Sustainability May 2014
ESG Research

Contact Us

esgclientservice@msci.com

Americas Europe, Middle East & Africa Asia Pacific

+1.212.804.5299 +44.207.618.2510 +612.9033.9339

Notice and Disclaimer

This document and all of the information contained in it, including without limitation all text, data, graphs, charts (collectively, the “Information”) is the property of MSCI Inc. or its subsidiaries (collectively, “MSCI”), or MSCI’s licensors, direct or
indirect suppliers or any third party involved in making or compiling any Information (collectively, with MSCI, the “Information Providers”) and is provided for informational purposes only. The Information may not be modified, reverse-engineered,
reproduced or redisseminated in whole or in part without prior written permission from MSCI.

The Information may not be used to create derivative works or to verify or correct other data or information. For example (but without limitation), the Information may not be used to create indexes, databases, risk models, analytics, software, or
in connection with the issuing, offering, sponsoring, managing or marketing of any securities, portfolios, financial products or other investment vehicles utilizing or based on, linked to, tracking or otherwise derived from the Information or any other
MSCI data, information, products or services.

The user of the Information assumes the entire risk of any use it may make or permit to be made of the Information. NONE OF THE INFORMATION PROVIDERS MAKES ANY EXPRESS OR IMPLIED WARRANTIES OR REPRESENTATIONS WITH RESPECT
TO THE INFORMATION (OR THE RESULTS TO BE OBTAINED BY THE USE THEREOF), AND TO THE MAXIMUM EXTENT PERMITTED BY APPLICABLE LAW, EACH INFORMATION PROVIDER EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES (INCLUDING,
WITHOUT LIMITATION, ANY IMPLIED WARRANTIES OF ORIGINALITY, ACCURACY, TIMELINESS, NON-INFRINGEMENT, COMPLETENESS, MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE) WITH RESPECT TO ANY OF THE INFORMATION.

Without limiting any of the foregoing and to the maximum extent permitted by applicable law, in no event shall any Information Provider have any liability regarding any of the Information for any direct, indirect, special, punitive, consequential
(including lost profits) or any other damages even if notified of the possibility of such damages. The foregoing shall not exclude or limit any liability that may not by applicable law be excluded or limited, including without limitation (as applicable),
any liability for death or personal injury to the extent that such injury results from the negligence or willful default of itself, its servants, agents or sub-contractors.

Information containing any historical information, data or analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction. Past performance does not guarantee future results.

The Information should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. All Information is
impersonal and not tailored to the needs of any person, entity or group of persons.

None of the Information constitutes an offer to sell (or a solicitation of an offer to buy), any security, financial product or other investment vehicle or any trading strategy.

It is not possible to invest directly in an index. Exposure to an asset class or trading strategy or other category represented by an index is only available through third party investable instruments (if any) based on that index. MSCI does not issue,
sponsor, endorse, market, offer, review or otherwise express any opinion regarding any fund, ETF, derivative or other security, investment, financial product or trading strategy that is based on, linked to or seeks to provide an investment return
related to the performance of any MSCI index (collectively, “Index Linked Investments”). MSCI makes no assurance that any Index Linked Investments will accurately track index performance or provide positive investment returns. MSCI Inc. is not
an investment adviser or fiduciary and MSCI makes no representation regarding the advisability of investing in any Index Linked Investments.

Index returns do not represent the results of actual trading of investible assets/securities. MSCI maintains and calculates indices, but does not manage actual assets. Index returns do not reflect payment of any sales charges or fees an investor may
pay to purchase the securities underlying the index or Index Linked Investments. The imposition of these fees and charges would cause the performance of an Index Linked Investment to be different than the MSCI index performance.

The Information may contain back tested data. Back-tested performance is not actual performance, but is hypothetical. There are frequently material differences between back tested performance results and actual results subsequently achieved
by any investment strategy.

Constituents of MSCI equity indexes are listed companies, which are included in or excluded from the indexes according to the application of the relevant index methodologies. Accordingly, constituents in MSCI equity indexes may include MSCI Inc.,
clients of MSCI or suppliers to MSCI. Inclusion of a security within an MSCl index is not a recommendation by MSCI to buy, sell, or hold such security, nor is it considered to be investment advice.

Data and information produced by various affiliates of MSCI Inc., including MSCI ESG Research Inc. and Barra LLC, may be used in calculating certain MSCI equity indexes. More information can be found in the relevant standard equity index
methodologies on www.msci.com.

MSCI receives compensation in connection with licensing its indices to third parties. MSCI Inc.’s revenue includes fees based on assets in investment products linked to MSCI equity indexes. Information can be found in MSCI’s company filings on the
Investor Relations section of www.msci.com.

MSCI ESG Research Inc. is a Registered Investment Adviser under the Investment Advisers Act of 1940 and a subsidiary of MSCI Inc. Except with respect to any applicable products or services from MSCI ESG Research, neither MSCI nor any of its
products or services recommends, endorses, approves or otherwise expresses any opinion regarding any issuer, securities, financial products or instruments or trading strategies and neither MSCI nor any of its products or services is intended to
constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. Issuers mentioned or included in any MSCI ESG Research materials may include MSCI Inc.,
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clients of MSCI or suppliers to MSCI, and may also purchase research or other products or services from MSCI ESG Research. MSCI ESG Research materials, including materials utilized in any MSCI ESG Indexes or other products, have not been
submitted to, nor received approval from, the United States Securities and Exchange Commission or any other regulatory body.

e Any use of or access to products, services or information of MSCI requires a license from MSCI. MSCI, Barra, RiskMetrics, IPD, FEA, InvestorForce, and other MSCI brands and product names are the trademarks, service marks, or registered
trademarks of MSCI or its subsidiaries in the United States and other jurisdictions. The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of MSCI and Standard & Poor’s. “Global Industry Classification
Standard (GICS)” is a service mark of MSCI and Standard & Poor’s.

About MSCI ESG Research

MSCI ESG Research products and services are designed to provide in-depth research, ratings and analysis of environmental, social and governance-related business practices to companies worldwide. Ratings and data from
MSCI ESG Research are also used in the construction of the MSCI ESG Indexes. MSCI ESG Research Inc. is a Registered Investment Adviser under the Investment Advisers Act of 1940.

About MSCI

MSCI Inc. is a leading provider of investment decision support tools to investors globally, including asset managers, banks, hedge funds and pension funds. MSCI products and services include indexes, portfolio risk and
performance analytics, and ESG data and research.

The company’s flagship product offerings are: the MSCI indexes with approximately USD 8 trillion estimated to be benchmarked to them on a worldwide basis’; Barra multi-asset class factor models, portfolio risk and
performance analytics; RiskMetrics multi-asset class market and credit risk analytics; IPD real estate information, indexes and analytics; MSCI ESG (environmental, social and governance) Research screening, analysis and
ratings; and FEA valuation models and risk management software for the energy and commodities markets. MSCl is headquartered in New York, with research and commercial offices around the world.

! As of September 30, 2013, as reported on January 31, 2014 by eVestment, Lipper and Bloomberg
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