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Background 

On 2 July 2012, FSC (Andre de Freitas) received a request for a policy interpretation from Scientific 
Certification Systems (SCS) and Rainforest Alliance regarding a common client (Sabah Forest Indus-
tries Sdn Bhd (SFI)) and pertinence of the Policy for Association. SFI holds one FM/COC certificate, 
several COC certificates (Malaysia and India) and has applied for FM certification. 

Problem 

SFI is a lease holder, operating under a government concession. In order to maintain their natural forest 
management concession (107,053 ha), SFI is required by the government to convert about 110,000 ha 
out of 181,570 ha of natural forest to plantations in one of their other concessions (of this, 50,000 ha 
have been converted already since 1986). The conversion is part of a state regional economic devel-
opment plan to allow 10% of the government-owned forestland in Sabah to be converted to plantations 
in order to finance responsible forest management. 

Question 

SCS and Rainforest Alliance are now asking: 

a) if the conversion activity should be judged at the level of the forest owner o at the level of the 
lease holder? 

b) If it constitutes a violation of the PfA or the P&C? 

Towards an answer 

Responsibility 

 (included in FSC-DIR-20-007) defines the rules for the special situation of divided responsibili-
ties between the owner and the user in the case of certification of concessions. These rules indicate 
that issues on the commitment for responsible management have to be evaluated at the level of the 
owner, not (only) at the level of the lease holder. This further implies, that a state-wide conversion pro-
gram should also be judged at the macro level (state= forest owner), not at the level of the lease holder. 

Policy for Association (PfA) 

The PfA defines “significant conversion of forests to plantations” as an unacceptable activity that can 
lead to disassociation.  

Conversion is considered significant in any case of:  

- Conversion of High Conservation Value Forests 

- Conversion of more than 10% of the forest areas under the organization's responsibility in the past 5 
years 

- Conversion of more than 10,000 ha of forests under the organization's responsibility in the past 5 
years 
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NOTE: Failure of the 10,000 ha threshold does not lead to disassociation per se, but will lead to a case 
by case investigation by an independent Complaints Panel. In judging the case, the Panel will take into 
account the local circumstances, the scale of the operation and plans for continued conversion. 

If looking at the FMU level, the lease holder would clearly fail on the % and the total hectares. 

If looking at the state level, there is a different picture: 

Assuming that HCVs are not destroyed (that’s part of the state’s conversion policy) the % seems ok, 
just the total hectares are exceeding the threshold. However, as the 10,000 ha are defined as a “soft 
threshold” triggering an analysis it cannot be concluded that a panel wouldn’t accept the level of con-
version considering the targets and the defined limits of the conversion. 

Principles and Criteria 

The lease holder would as well clearly fail on Criterion 6.10 which only allows conversion in the case of: 

6.10 Forest conversion to plantations or non-forest land uses shall not occur, except in circumstances 
where conversion:  

a) entails a very limited portion of the forest management unit; and  

b) does not occur on high conservation value forestareas; and  

c) will enable clear, substantial, additional, secure, long term conservation benefits across the forest 
management unit. 

If this criterion is however evaluated as per ADVICE-20-007-03 at the level of the forest owner, the con-
clusion is: 

 Limited portion (10%) -> passed 

 No HCV -> passed (state policy) 

 Benefits -> passed (given the recent interpretation in the case of windmills) 

PSU Policy Interpretation 

This interpretation only works in a concession model according to ADVICE-20-007-03: 

It is PSU’s interpretation that the owner (State of Sabah) is responsible for taking decisions on conver-
sion across the ownership, not the lease holder. Thus, the degree of conversion needs to be judged at 
the level of the owner. In doing that, SFI (the lease holder) is neither violating the PfA nor Criterion 6.10. 

Requested decision 

Approval of PSUs interpretation, or propose a PSC interpretation. 

Background documentation 

1. Letter from CBs requesting advice 
2. Policy for Association 


