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Project Summaryl

-Sustainable Palm Oil Initiative

Overview

The Ministry of Agriculture, UNDP and several multinational companies have
partnered together to develop and implement the Sustainable Palm Oil (SPO)
Initiative. SPO aims to promote the sustainable production and use of palm oil by
assisting smallholders to produce palm oil sustainably and strengthening the
Indonesia Sustainable Palm Oil (ISPO) system, while minimizing adverse
environmental and social impacts. Multi-stakeholder SPO platforms will be established
to facilitate information exchange and transparency.

Project coverage is national with three pilot provinces (South Sumatra, Riau, West
Kalimantan)'. The project will continue discussions with stakeholders and potential
donors during the prepatory phase, and depending on progress, project board
decision, and confirmation of additional funds for the full project, this project document
may be revised accordingly.

Background

Indonesia is the world's top palm oil producer with an estimated 23 million tons of
Crude Palm Oil production in 2012. For the last decade, palm oil has been Indonesia’s
most significant agricultural export, and the area of cultivated land used for palm oil
production has been expanding at an average annual rate of 300,000 hectares over
the past 10 years. Due partly to its rapid growth, Indonesia’s palm oil sector has faced
various challenges in recent years, including allegations by NGOs that expansion of oll
palm plantation is linked to deforestation and social conflicts.

First, there are allegations that vulnerable livelihoods, limited levels of expertise and
organizational capacities of independent palm oil farmers prevent them from engaging
in more environmentally sustainable farming practices and lead to vulnerable
livelihoods. In addition to a lack of agricultural expertise, independent smallholders
have limited access to capital to purchase fertilizers/tools. Independent smallholders
are frequently deceived into buying cheaper sub-standard fraud/fake seeds resulting
in poor levels of productivity. These constraints lead to lower productivity, and
independent palm oil smallholders are therefore often compelled to further open up
nearby forests and plant palm trees in the hope of generating income. Therefore
empowering smallholders theoretically is assumed to reduce pressure on the
environment as the farmers would be able to produce more from the same amount of
land that they occupy.

Another issue with independent smallholders is a lack of official land titles, which
means not having collateral for loans, thus leaving them vulnerable to land acquisition
by other stakeholders. These productivity, access to finance and legal issues are
aggravated by a lack of organizational capacity and cooperatives of smallholders. Well
managed and legal smallholder organizations would facilitate access to capital
necessary to purchase land, obtain titles, buy better agro-inputs, and also facilitate
ISPO and other certification schemes such as RSPO.

lSubjem to change by project steering committee



Second, palm oil is alteged[y linked W|th the rap|d deforestatlon and degradatlon -of
_forests which threaten ‘endangered species :and lead to an increase in greenhouse
gas (GHG) emissions. ‘With respect 1o deforestation : ‘and loss of blodlversrty, the
existing regulatory framework makes ilttle provision for conservmg blodlver5|ty within

“areas allocated for palm oil plantations. Many: plantatlons that:are members of RSPO - - S

claim they would like to “protect forests within their concessions, however a lack of - |

“regulatory prOVISIon makes this ohatlengmg resuttlng in lands that are frequently taken_ Do

back by the local Government to be allocated to other. plantatrons This is.a complex
‘problem mcludlng potential d|screpancy of. maps at the national -and ‘local levels,
delays in spatial planning, and a lack of clarlty on what IS a ngh Conservatlon Value
(whlch is, not yet deflned under Indoneman taw) U : L :

Regardlng GHG emlssmns the PreS|dent of Indonema has pledged to reduce GHG
emissions by 26% compared to the 2020 basellne and even 41% if given |nternat|onal
support n Indonesia, the majority of CO2 emissions are onginatlng from Iand -use
change mcludmg deforestatton and bummg of peat Iands S T

Thll’d there are numerous reports on. vanous Eocal conﬂlcts between pa!m 01I
operators and local or traditional. communltles ancludlng an undermining of the rights
of traditional or local communities. Although the Constitution of Indonesia is intended
to protect the rights of the indigenous peoples, actual protection is limited because of
the . ambiguity in ‘the scope ‘of rights  provided : therein mcludlng land rights,
accompanied by weak enforcement. Lack of clarity of land titles and low capacity of
local government mediation task forces (TP3) are two key issues that need to be
addressed. Furthermore, land -ownership can ‘be ‘problematic . because some
smallholders do not have enough funds to cover the costs, unclear land Iegahty and
conflicts over unclear ownership prevail, thus making it a challenge for smallholders to
obtain certification under ISPO (and other schemes such as RSPO) which reqwre land
titles. :

Fourth, despite various international and national initiatives working on sustainable
palm oil® coordination amongst these initiatives and with the Government is still
lacking. Without full coordination, many of activities and findings risk not being officially
recognized by the Government, and therefore not mainstreamed into policy. Efficiency
is also at stake, for example ISPO and RSPO could potentially align certain
sectionsfterminology of their certification schemes that would benefit plantations and
cettification companies, as well as international buyers. In addition, lack of
coordination leads to misunderstanding between stakeholders and unnecessary
tension and conflict.

Finally, ISPO is a potentially powerful system o ensure across the board compliance
with regulations and therefore leveling the playing field in the Indonesian palm oil
sector in favour of transparent and sustainable operations. However, 1SPO is still in an
initial phase with many plantations not fully understanding the process and some
international stakeholders remaining sceptical of the standard’s robustness. These
areas need to be addressed for ISPO {o realize its potential of bringing about
fundamental change to the sector.

2 For example by the World Wildlife Fund (WWF), Sawit Watch, World Resources Institute, Sekala, the Nature Conservancy,
International Finance Corporation (HFC) and the European Union,



Proposed Interventlons e

-_;Recogn:zmg the above |ssues ln the palm onl sector the Mlmstry of Agrrculture and_ P

_3 .UNDP through the SF’O lnltlatsve plan to pursue the foltowmg mtervent:on

1 Strengthen smallholder ISPO certlflcatlon processes focusmg on Good_
o .;Agncuttural Practlces (GAP) and emnronmental protectlon, :

-' '-Large scale changes in the palm orl mdustry would reqmre close co!laboratlon wnth

o ~smallholders who make up 40% of the ‘production landscape The SPO initiative .~

- will deliver substantial capacﬂy bmldmg for smallho]ders by strengthenmg the local
government extension worker system prov:dmg tralnlng and |mplementlng
dedicated pilot prOJects in ‘order ‘to (i) ‘preparé “smallholders -and for ISPO
certification, (i} .improve livelihoods, - mctudmg mcreased -selling - prices . and

_“increased -capacity to negotiate pnces (iii) and improve enwronmentat
‘management in the pllot areas, and eventually reduce the deforestatlon rate in
speclflcpllotareas : G T S TR :

2. Strengthen ISPO to protect forests enhance blodlver31ty conservatlon and
mltlgate and momtor Greenhouse Gases (GHG) emlssmns, : e

The prOject WIII address ma;or env;ronmental concerns by strengthenlng the ISPO
framework through ‘policy interventions and pilot projects, based on .a strategic
assessment conducted at the initial phase of the project. Since ISPO is based on
existing Indonesian legislation |nc_|_ud|ng those implemented .by ministries, other
than MoA, the project .will potentially include discussions with ‘relevant .line
ministries such as the Mlnlstry of Forestry and the National Land Agency. Pilot
projects in the three pilot provinces of Riau, South Sumatra and West Kahmantan
will be carried out in parallel \mth the policy mterventlons B o :

3. Address governance issues: Facilitate social responsrblllty by empowermg
related communities and strengthening mediation systems;

An effective mediation scheme is crucial for resolving disputes and preventing
conflicts from escalating. The project will strengthen the existing mediation
mechanisms linked to land titles and dispute resolution by enforcing government
regulations. It also aims to clarify on-going disputes between local communities or
smallholders and palm oil plantations and mills, and further facilitate mediation and
compliance with ISPO guidelines. Collaboration with the National Land Agency is
also important as most disputes stem from land ownership/use issues. A key
mechanism used will be the district level mediation forum which could involve
national, as well as local stakeholders, to discuss and propose dispute resolution
mechanisms.

4. Reinforce the ISPO system and promote ISPO requirement standards for
wider acceptance;

The project will help to refine the ISPO reguiations and socialize ISPO with all key
stakeholders to facilitate full ownership and enforcement. This is crucial given the
above three issues (smallholders, environment and governance) are happening in
the context of unclear or weak enforcement of regulations related to sustainable
paim oil. Compliance is mandatory since ISPO is a compilation of existing
regulations. Specific activities include supporting MoA to socialize ISPO nationally
and globally, as well as, supporting on-going development of ISPO compliance

10



guidelines, espemaliy with regards to emergrng areas such as GHG emrssnon
management and smallholder certification. Furthermore the prOJect will support the
_ existing third party audit mechanzsm and framework to  ensure that . ISPO
certification bodies fulfill their oversrght functions, ultlmately resultlng in rncreased
_rnternatronal recognltion and trust in sustamable Indonesran palm oil. :

5 Establ:sh SPO Platforms to ensure transparency |n support of the SPQ
. prolect to promote sustamable palm 0|] o o

To ‘ensure various efforts to promote sustalnable palm 0|I are synerg|zed and
knowledge and expenence utilized, “the “SPO initiative will establish a- multi-
stakeholder national platform and provrncral platforms in the pilot provinces. This
multi-stakeholder forum will bring the Government of Indonesia together with key
stakeholders including the. sub natronal govemments palm oil producers private
sector, NGOs, and donors in the palm oil sector. The aim of these platforms is to
coordinate activities under the four areas above (smallholder .environment,
governance, and ISPO) through publlC —private partnershlps and to develop action
plans necessary to create mstﬂutronal change towards more sustarnable practlces
tn the palm oil sector S & : - :

Expected Results

1. Smallholders Strengthened

* Palm oil smallholders in 6 prlot dlstncts tramed and facrlltated in achlevmg
certification under the ISPO system;

+ District level extension worker system strengthened to ensure continued
suppott for smaliholders;

¢ Smallholder cooperatives and pilot |n|tlat|ves established, leading to
increased productivity and associated reduction of deforestation against
baseline scenarios.

« As aresult, this project will ensure that smallholders are certified under ISPO

2. Environmental Integrity Enhanced

s A government endorsed assessment of land conversion, including the main
causes and associated biodiversity impacts and GHG emissions.

¢ Policy interventions proposed to ensure that ISPO compliance will decrease
deforestation, improved biodiversity protection, and reduced GHG emission;

3. lmproved Governance and l\llediation Between Palm Qil Stakeholders
¢ Support independent palm oil smallholders to produce palm oil in legal land.

¢« Mediation mechanisms covering 6 pilot districts in place and become
operational,

¢ Mechanism in place to compile relevant information on disputes to serve as
a key reference for ISPQO operation.

11



4 ISPO Operatlonaltzatlon and Internatlonal Standlng Facrlltated

ISPO mformatlon including certrfacatlon resu]ts and Prmmples and Cnterra are
*‘made publicly available, backed up by a third, party audrt mechanrsm to ensure
'3'accountabillty of overal! system _ S i

S o ISPO prlnciples and crltena and |ts certlfrcatlon system strengthened

tSPO cert|f|ed palm oil is endorsed by |nternat|onat commumty lncludmg'
major mtematlonal buyers . o S : _ -

o 5 Sustamable Palm Oi] Platforms Establlshed

Natlonal multl stakeholder Sustamable Palm Orl platform estabhshed and
operatlonat R : R S

Three Provmolal SPO p]atforms establlshed and operatronal

Management Arrangements P

The ‘project will be. |mptemented under the framework of the UNDF’ Country
Programme Action Plan (CPAP), applying Natlonat Implementatlon Modal:ty (NIM)
with the Ministry of Agriculture (MoA) as the Implementing Partner. The
Implementing Partner represents the Government of Indone5|a and erI appomt a
National Project Director to oversee the prOJect -

The Project Board will set the strateglc dlrectton of the project and oversee the
execution of the project and :its activities. The Board will be comprised of: ISPO
Commission as the Senior Beneficiary, the Directorate of Perennial Crops as the
Executive, and UNDP as the Senior Supplier. Additional members of the Board
potentially include the three pilot provinces and BAPPENAS, and partnering
companies, donors, and NGO/CSOs as observers.

Key Considerations

1. Working through the ISPO framework- to ensure full legal compliance by
stakeholders, and alignment with national development priorities

2. Sustaining project activities - replication of the project’s activities in areas where its
main production and smallholders are focused on palm oil, and obtaining credit
programs andfor government funds are critical to ensure continuity and the
expansion of the project

3. Utilizing UN expertise and mandate- UNDP Green Commodities Facility for
platforms, and potentially FAQ/UNV for smaliholder training

4. Establishing multi-stakeholder platforms- to ensure transparency of the project and
coordinate various ongoing initiatives including RSPO to facilitate mainstreaming
into Gol policies’

5. Ensuring Safeguards- to fully incorporate UNDP’s corporate social and
environmental screening procedures, considering cross cutting issues {gender,
equity etc.)

1. SITUATION ANALYSIS

Palm oil in Indonesia

Palm oil is an important and versatile raw material for both food and non-food
industries. It contributes to the economic growth of producing countries and serves as
an important dietary ingredient of millions of people arocund the world. Vegetable oil

12



production around the world fotals about 150 million tons, of which over 40 million tons
is palm oil, which makes it the world's leading oil crop. Palm oil is entirely free of
genetic modification and has the highest yield per hectare compared to any other oil or
oil seed crops. The rapid growth of palm oil production may add significant
environmental pressures on eco-sensitive areas, particularly as palm oil can only be
cultivated in tropical areas of Asia, Africa and South America.

From the 1990s to the present time, the area under palm oil cultivation has increased
by about 43 percent, mostly in Malaysia and Indonesia, which are the world's largest
producers of palm oil. (See figure below)

AUSTRALIA

Figure 1: Geographical Distribution of Established Oil Palm Plantation in Indonesia and
Malaysia

Indonesia is the world's top palm oil producer and was estimated to have produced 23
to 24 million tons of crude palm oil (CPQO) in 2011. This may be increased by as much
as 1.5 million tons in 2012. To put this into perspective, the global palm output is about
45 million tons®.

In Indonesia, resource-based commodities such as coal, CPO, copper, rubber, and
metal goods provided the backbone of non-oil and gas export performance in 2010.
Palm oil is Indonesia’s second largest agricultural product, and has been the most
significant agricultural export for the last decade. In fact, the earnings from palm oil
increased by USD 10 billion over the five year period 2007 to 2012.4The USD 16.1
billion earnings of palm oil related products exported by Indonesia in 2011surpassed
the total earnings of other major export products such as coffee (USD 1 billion) and
rubber (USD 7.6 billion). According to MoA, the palm oil export trend is projected to
increase in response to a rising global demand.

Indonesian palm oil production covers almost 9 million hectares of land, of which
approximately 52% of palm oil plantations are occupied by private plantations, 41% by
smallholders and the remaining 7% by Government plantations. Private plantations
represent the largest producers of palm oil in Indonesia, producing over 9.4 million

3Reuters, (2011): Palm Ol Industry Prepares for Rocky 2012: Special Report
* Trends of Selected Economic Indicators, statistics Indonesia August 2012

13



tons of palm oil in 2008, while smallholder plantations produced 6.7 million tons and
Government plantations produced 2.2 million tons®.

Indonesian Sustainable Palm Oil (ISPO) System

The ISPO scheme was launched by MoA to meet the commitment of the President of
the Republic of Indonesia to reduce national GHG emissions while at the same time
aiming to improve the competitiveness of Indonesian palm oil in the global market.
MoA has developed a multi-year plan to implement ISPO.

ISPO is different from other voluntary palm oil certification schemes, such as RSPO, in
that it is a compilation of existing Indonesian regulations, and is thus mandatory and
reflective of the sustainability guidelines and aspirations of the Indonesian
Government and other domestic stakeholders. Although ISPO is equipped with a
certification mechanism similar to voluntary schemes, the essence of ISPO is to
facilitate palm oil producers/mills to comply with the law, which in Indonesia can be
challenging due to overlapping legislation or unclear guidelines. The differences and
similarities of ISPO and RSPO approaches are described in the figure below:

150
chn:
~Compliance with Indonesian  Handator:
Laws and Regulations 8"
- Leveling the playing fields for

Voluntary,
consumer
driven

all parties ;
Large Medium Smallholder Large Medium Smallholder
Plantation Plantation Plantation Plantation

Primary Coverage
Figure 2: ISPO and RSPO primary coverage and approaches

As can be seen from the above, ISPO covers smallholders and medium to large
plantations. RSPO, on the other hand, focuses mainly on large plantations that have
sufficient resources to comply with the RSPO requirements, although RSPO is also
engaged in ongoing efforts to bring smallholders into the certification scheme.

Existing Initiatives to Promote Sustainable Palm Oil

ISPO

In light of the above issues, the Government of Indonesia created Indonesian
Sustainable Palm Qil (ISPO) — a national palm oil standard based on Indonesian law and
compulsory for all palm oil growers. Indonesia Sustainable Palm QOil (ISPO) is a
government-initiated scheme and developed to better implement the country’s laws and
regulations and will be mandatory for all Indonesian growers by the end of 2014 at the
latest. In September 2011, the Indonesian Palm Qil Association (GAPKI) left RSPO and
committed itself to the ISPO process. ISPO is a compilation of existing Indonesian
regulations which makes it mandatory and reflective of the sustainability guidelines and
aspirations of the Indonesian Government and other domestic stakeholders.

® World Growth (2011): The Economic Benefit of Palm Ol to Indonesia
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RSPO

The Roundtabie for Sustalnable Palm Oll (RSPO) |s the worlds Iargest vo!untary
sustainable palm oil certification scheme and the SPQ programme will actively facilitate
collaboration . between . RSPO and 1SPO.. "RSPO has bheen the driving force. ‘behind

enhanced sustalnablllty in the pa!m oil_sector -and contmues to: play a critical rola by -

pursuing hlgher standards of sustalnablllty and 1mplamentmg varlous pllOt prOQrammeS
' "(smallho!der certlflcatlon etc) and fleld work 3 S R

Comganies R : i i
Many Indonesian plantataons are movmg towards sustamabllity such as becomlng
certified under RSPO and ISPO. ‘Furthermore, some companies have moved beyond
certification- for instance Sinar Mas has implemented a policy to conserve high carbon
stock forests Other actors such as Nestle Oll are conS|der|ng sustamable blofuel and the
IFC plans to mvest in smallholders . S R

NGOICSOs__ : RN
Non- Governmentai and CMI Socnety Organlzauons such as. the Prmce Charles
Rainforests ‘Project, WWE, Graenpeace International, Sawit, Watch Solidaridad, DIE,
ZSL and local research institutions are working on various issues including smallholder
livelihoods, smallholder certification, drivers of deforestatlon |mpacts on blodlversny and
climate change, and land tenure disputes.

Smallholder associations

Numerous organizations have trled or are currently workmg, to mcrease the capacuy of
paim oil smallhotders

o Smalholder Acceleratlon and REDD+ Partnershlp (SHARP) initiated by Sime
Darby, is a multi-stakeholder grouping that works with the private sector to support
smallholders with the triple goal of improving rural livelihoods, increasing yields and
reducing deforestation. UNDP is collaborating with SHARP by providing inputs on
a periodic basis.

e The Partnership on Indonesian Sustainable Agriculture (PISAgro) is an alliance of
companies collaborating to improve the productivity and quality of different
commodities, with special attention to environmental sustainability and the
expansion of opportunities for smallholders. Sinar Mas is leading the palm oil
PISAgro working group.

e Serikat Petani Kelapa Sawit (SPKS) is an organization of palm oil farmers initiated
by Sawit watch (Indonesian palm oil NGO). The aims of this organization are to
support independent palm il farmers to better manage palm oil plantations. SPKS
was established in 2006 and consists of nearly 11.500 farmers (independent and
plasma).

o Asosiasi Petani kelapa sawit Indonesia (APKASINDO) is a palm oil organization
facilitated by the Government. APKASINDO’s missions are developing community
palm oil plantations, empowering community institutions, and increasing
productivity while managing the environment. APKASINDO covers 19 provinces
with a total membership of 2 miliion farmers.
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e Asosiasi Petani Kelapa Sawit PIR (ASPEKPIR) is & palm oil organization of plasma
~smallholders facmtated by govemment ASPEKPIR focuses on replantlng plasma_
plantatlons" e A LR IR R R PP IR TR IR

“This section describes the current eituatl.on/chailenge's”. |n five areas that this project

' '”attempts to address. It is important to note that the scope described below reflects the

aims of the full project, while the current preparatory phase will |mplement Inltlal_-: '_ .

scoping and pilot activities. See the AWP.2014-2018 for full detalls of act|v1t|es to be' .
_ :|mplemented under th|s prOJect document w;th exrstmg fund:ng o

Chafienges pomt to the need of a substantial mterventlon mvolwng aII Ievels of
Government, ‘palm oil Industry, -and NGO/CSOS ‘to address ‘the ‘need for (1)
smallholder capacity bundlng to ensure a solid base for promoting’ sustamablllty, (2)
various policy level interventions on land planning and utifizing degraded land; (3)
addressing conflicts to facilitate local stakeholders to work together; (4) supportmg
sustainable palm oil certification schemes backed by legal sanctions, ‘such as ISPO
which has the potential to reach every palm oil farmer/plantation, as well as other
schemes such as RSPQ; and finally (5) establishing a national platform and provmclal
platforms to coordinate actors in this extremely complex and sensmve |n|t|at|ve |n a
transparent and democratlc manner. S

1. Smallholders

Current nat:onal data estlmates that there are more than 1 25 mllllon smallho!ders
cultivating a total area of approximately 3.7 million hectares of palm oil farms. The
project will train approximately 10,215 farmers from 6 districts in three pilot provinces
(Riau, South Sumatra and West Kalimantan), covering a total of 950,000 hectares of
smallholder farms. In addition to these farmers, the project will also establish a more
systematic extension worker and district facilitator system by training group leaders
who will in turn, share knowledge and train additional farmers within their respective
districts.

Challenges of Smallholders

First, smallholder livelihoods are vulnerable. It usually takes three to five years from
initial planting to monetization. As such, many smallholders usually go through a
period of fime without stable income. Plantation companies sometimes support these
smaliholders with joans, but the coverage is not large enough and most smaltholders
do not have access to larger loans due to lack of organizational capacity, scale and
collateral. In addition, smallholders tend to practice multiple crop cultivation in an

% Palm olt smallholders are small-scale farmers growing oil palm, sometimes along with subsistence production of
other crops, where the family provides the majority of labor and the farm provides the principal source of income,
and where the planted area of ofl palm is usually below 25 hectares in size. In reality, the average area is much
smailer (5 hectares, with the most common size at 2 hectares).

There are two distinct categories of smallholders. The smallest category consists of Smallholders who are
structurally linked to and dependent on one mill, referred to as schemed or “plasma” smailholders. The other
category of smatlholders is the “independent” smallholders, who are free to choose which miil to sell their proceeds.
Their cultivation area is estimated at more than 2.4 million ha. As the number of smallholders is increasing fast and
it is difficult 1o identify their exact location, the exact status of smallholders is ditficult to ascertain.
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attempt to dwerstfy productlon and reap qmck returns but thls can result in dlseases
and Iower productlwty ot palm oil. ol SR o e

-Second smallholders often do not have adequate Iegal support to formallze the|r
_busmesses and operate legally i is usually difficult for- smallholders to -obtain-land -
“certificates :as it requires extensive efforts to go through the procedures at the ‘district
~level (for farmers with less than 2 ha) and at ‘provincial level (for farmers with land

- larger than 2 ha) administrative offices. This also: implies costs -that most of the -~

farmers cannot afford, such as the fee for the authontles to undertake a Iand survey
for land tltle certlficatton : RR : . .

Thlrd smallholder productlwty |s Icwer than organlzed plantatlons malnly because of
insufficient kncwiedge of GAP, such as proper utilization .of the fertilizers, manure, and
pesticides. Furthermore, a critical issue for smallholders is that farmers often purchase
sub-standard seeds at lower prices resulting in lower quality fruits with lower oil yields.
These seeds can sometimes be fake seeds that smallholders buy from fraudulent
vendors. ' Fake seeds are easily confused with genume seeds as they are packed in
labeled bags and sold to the unsuspectmg smailholder - - :

Certlftcatlon of Smal[holders under ISPO

lndependent smallholders are mformal busmess entmes run by fam|l|es and the|r
small plantatxon plots should be legalised for eventual certlflcatlon under ISPO The
preferred approach for legalization of independent smallholders is to create farmer
organizations, or cooperatives with legal staius, and reglstered under the Mlnlstry of
Cooperatlves Small and Medlum Enterpnses _ S C

A Cooperatlve is an organlzatlon wh1ch aims to help smallholders by supptylng them
with agricultural inputs such as fertilizer, pesticides etc., while also supplying family
needs such as buying and selling food and ncn—food items. . In addition, the
organization should serve an administrative purpose by documenting member
information such as the scope of area in hectares and number of smallholders and
farmer groups who are members. |n order to join a cooperative, members of should
fulfil certain requirements, such as proving land rights.

Currently, most farmers do not understand ISPO certification schemes and the related
benefits of certification. Therefore, in addition to legalization there is a need for
smallholders to agree with and understand the ISPO scheme before the
implementation of ISPO standards and certification can effectively take place.

At the beginning of the project smallholder plantations should be assessed by auditors
to understand the baseline level of compliance. This will also be used later for
gathering lessons learned to improve ISPO smallholder certification activities.
Furthermore, at the end of the project auditors should conduct an assessment to
ascertain the extent to which the project has improved smallholder practices.

Existing Government Support Systems for smallholders

The government has created the Agriculiural Extension Worker System, wh|ch is a
non-farmal education system for farmers and their families, aimed at assisting them to
enhance technical skills, as well as knowledge and self-reliance in managing their
farming, business and living. Agricultural extension systems in Indonesia are intended
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to develop agrr busmess systems and |mprove agrrbusmess effrf;lency and productrvrty
to mcrease farmers mcome and |mprove therr welfare ' : i _

: _Extensron workers are . Government offrcrals dedrcated to preparrng, |mplementmg, _.
'3-_’_developrng, evaluatlng and. reportrng ‘on extensmn actlvrtles at central and. provrnC|aI

““levels. Therefore, their main task is to facilitate learning and business’ processes by

'-__:provrdrng technology, mformatlon ‘and Iegal support for: agrrbusmess They : play five
- main roles: (a) Extension as an advisor; (b) Extension as a technician; (c) Extensron_ -
'-Iralson (d) Exten5|on as an organrzer and (e) Extensron as a reformer agent

At the centra! government Ievel the MoA is responsrble for managmg agncu[tural
~extension systems at the national level and .in facrlrtatrng the . |mplementatron of
-.agrrcultural ‘extension at . provrncral -and drstrrct levels. - The - governor -manages
-agricultural extensron systems. at the -provincial level, whlle the “Head of drstnct”
(Walrkota/Bupatr) oversees |t as the drstrrct Ievel BEEIES R A :
Loca! Govemment Agncultural Drstnct offrces (Dmas Perkebunan) manage agrrcultural
extensron worker systems fo trarn farmers on GAP. It is generally .understood that
even though all provinces have some extension workers MoA’s system is undersized,

and many stakeholders claim this system is tackrng in capaclty to reach all farmers.

Furthermore, stakeholders often point out a lack of specialization on palm oil. For
example in West Kallmantan Provmce various extensron workers are present but they
are mamly focused on rubber and cocoa whlle none is dedrcated to palm orl

In addltron at the dlstrlct Ieve! Program Dlstrrct Facrlrtators (FASDA l I II / III)
comprised of people who have participated in training of trainers (TOT) programs, will
be facilitating the process of empowerment of farmers Irvrng in the prlot reglons at the
provmce and dlstrlct Ievel -

2. Envrronmenta! Blodlversrtv Protectlon GHG Emrssron Reductron

Indonesra s Iowiand forests are among the ‘world's most specres rrch terrestrial
habitats, and yet have one of the highest deforestation rates. A number of endangered
species, including orangutans (Sumatra and Kalimantan orangutans), Sumatran
elephants, and Sumatran tigers are the focus of international concern because their
natural habitat is rapidly being destroyed by forest conversion and forest fragmentation.
The development of palm oil plantations is often alleged to be one of the causes of the
habitat destruction and fragmentation that impede the movement of animals between
their habitat patches, resulting in reduced home ranges and threatening the population
viability of these animals. Also, as the boundaries of plantations further expand, wild
animals come into increasing conflict with human communities that live around the
plantations.

The extent of environmental damage caused by smallholders may not be as significant
compared to other drivers. However, due consideration should be given to the fact
that is likely very difficult for smallholders to swap their land for other lands because of
the lack of financial and other kinds of support. One potential approach to address this
challenge would be if smallholders grouped into cooperatives which were able to
manage large pieces of land and take care of the environment together.

"Decentralizing Extension to L.ocal Gavernmenis: Indonesia Experience. Dr. AmrinZakaria, 2003

18



In addition to the conservation of biodiversity and forested land, this project also aims
to address the GHG emissions. To reverse the trend of increasing GHG emissions,
the President of Indonesia committed to reduce GHG emission by 26% unilaterally
and 41% with international support by 2020. To support this commitment, the national
planning agency, BAPPENAS, developed a national and local mitigation action plan
(RAN/RAD-GRK) to reduce GHG emissions. As further described in the table below,
MoA and MoF have the mandate to reduce emissions from forestry and peatland
conversion. Furthering this mandate, MoA issued a decree No. 19/2011 on the
development of ISPO, and required the Indonesian palm oil industry to reduce GHG
emissions from land use change, avoid new plantations on peatlands and establish
methane capture facilities in palm oil mills to address POME (Palm Oil Mill Effluent)
related emissions.

Sectors Emission Reduction Plan Responsible Line Ministry
1°(Giga ton CO2e)
26% 15%
(Total 41%)
Forestry and Peat | 0.672 0.367 Forestry, Environment, Public Works, Agriculture
Waste 0.048 0.030 Public Works, Environment
Agriculture 0.008 0.003 Agriculture, Environment
Industry 0.001 0.004 Industry
Energy and 0.038 0.018 Transportation, Energy and Mining,
Transportation Public Works
Total 0.767 0.422

Table 1: Emission reduction targets in the national mitigation plan (RAN-GRK)®

3. Governance and Mediation

Governance challenges in relation to palm oil production include land tenure,
marginalization of smallholders and absence of effective dispute resolution
mechanisms. There are many types of land dispute issues related to palm oil
production (e.g., disputes between smallholders and big plantations, among
smallholders, or between smallholders and people surrounding the farms). The lack of
secure land tenure amongst smallholders is a major source of conflict. Insecure land
tenure can also discourage investment in existing land, which in turn results in low
productivity and tendency to open up new land, which can result in additional disputes.
Secure land tenure is also important as a prerequisite for ISPO and RSPO
certification, and often as a condition for obtaining financial support.

A mediation mechanism is needed to ensure that palm oil production related violations
are strictly investigated and addressed, and land related disputes are minimized and
resolved efficiently and amicably. In addition, disputes and allegations need to be
carefully reviewed and assessed to validate the information and claims, and if
necessary, compiled as lessons learned/precedents for future dispute resolution.

4. ISPO Certification Scheme and Wider Acceptance

The ISPO scheme consists of 7 principles, 38 criteria and 143 indicators on various
topics including; legality, GAP and GMP, conservation of biodiversity, mitigation of
GHG emissions and labour safety. All criteria are based on existing Indonesian

% Source: www.bappenas.go.id, November 2011
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regulations. In order to further strengthen these principles and criteria, accurate
scientific and technical data and information on GHG emissions, protected forests,
need to be researched and methodologies developed. Currently the ISPO Criteria
does not address opening new plantations due to a Presidential moratorium on
peatland and forests which will remain in effect until 2015. However, for opening land
banks (i.e., the land already released for future concessions and not subject to
moratorium) the ISPO standard should be followed.

5. National and Provincial Platforms

Notwithstanding the various activities promoting sustainable palm oil in Indonesia,
there is a need to bring together activities through a multi-stakeholder platform
mechanism to drive key interventions with the full ownership of the Government. The
SPO initiative will strengthen the institutional and individual capacities needed to
ensure the sustainable production of palm oil in Indonesia, and also contribute to the
development and strengthening of the policy framework necessary to support the new
system introduced through this project. However, introduction of these activities and
policy interventions will only be maximized through coordination and consensus built
around these changes. Therefore, working groups for each subject area
(smallholders, environment, mediation, and ISPO standards) is needed through which
all the activities carried out by the line ministries and stakeholders is to be coordinated.
The working groups will channel their findings and discussion to the national and

provincial platforms.

Activities

Independent Smallholders

Big plantations

Smallholders

s \Vulnerable livelihoods;

e Limited understanding of GAP
including better planting materials

e Limited support to formalize their
operations;

e Lack of financing options because
they are not legal registered
companies and also do not have
collateral

e Lack of access to agro-inputs (e.g.,
quality seedlings and fertilizers).

e Various requirements (legal and
voluntary based) to
purchase/incorporate smallholder
produced palm oil

e Not confident of smallholder palm
oil quality

e Contractual arrangements and
geographically scattered nature of
smallholders make it difficult to
establish better working
relationships

Environmental
protection

e Encroachment of palm oil operation
on forest areas and illegal land
conversion for some smallholders;

o imited awareness among
smallholders of environmental
protection and biodiversity
conservation; and

e Poor productivity causing further
encroachment.

e Rapid land conversion and
deforestation in connection with
issuance of concessions;

Limited legal basis for conserving
protected areas within concessions;
No threshold for GHG emissions in
connection with the opening of a
new plantation required by ISPO

o Compliance with the moratorium.

Governance and
mediation

e Limited understanding of land rights;
and

e Limited resources to address land
tenure issues.

e Weak mechanism for land dispute
resolution, including lack of
compensation scheme.

Strengthening and
clarification of ISPO

e Limited understanding of ISPO
requirements; and

e Limited capacity and resources to
meet ISPO standards.

Limited understanding or
acceptance of ISPO scheme; and
Limited mechanism to ensure
traceability within the supply chain.

Table 2: Overview of challenges addressed by SPO initiative
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2. OBJECTIVE

1. Strengthen smallholder ISPO certification processes focusing on Good

Agricultural Practices (GAP) and environmental protection,;

2. Strengthen ISPO to protect forests, enhance biodiversity conservation and
mitigate and monitor Greenhouse Gases (GHG) emissions;

3. Address governance issues: Facilitate social responsibility by empowering

related communities and strengthening mediation systems;

4. Reinforce the ISPO system and clarify ISPO standards for wider acceptance;

5. Establish SPO Platforms to ensure transparency in support of the SPO project
to promote sustainable palm oil.

3. STRATEGY

3.1. First Approach for 2014 and Fundraising Strategy for 2015-2018

As confirmed that budget funded for 2014 is USD600,000 and GOl USD100,000. The
budget availbale to operational SPO in two districts pilot namely Pelalawan and Siak in
Riau provice. Soonest after the SPO prodoc signed and operational, potential donors
will committ to finance SPO as sustainability framework inline with green economy
development. The summary of fundraising strategy is shown on the table below.

Total Fund Funded Unfunded
SPO Component Required (2014) (2015-2018)
(2014-
2018)
Donor usp % Donor usb %
Output 1 ; Smallholder 7,000,000 375,000 | 2.4% | GEF6 6,625,000 | 42.7%
1.1. Extension Worker 2,503,000 | UN REDD 169,000 Private 2,334,000
1.2. Smallholder 2,364,600 | UN REDD 86,000 2,278,600
1.3. Cooperative/Partnership 2,132,400 | UN REDD 120,000 2,012,400
Output 2 : Environment 4,000,000 40,000 | 0.3% | GEF6 3,960,000 | 25.5%
2.1. Strategic Assesment 1,146,000 | UN REDD 20,000 Bilateral 1,126,000
2.2. Protection Biodiversity 1,614,000 | UN REDD 20,000 REDD+ 1,594,000
2.3. GHG Emission 820,000 0 NAMAS 820,000
2.4. Pilot Projects 420,000 0 420,000
Output 3 : Governance 700,000 5,000 | 0.0% | Bilateral 695,000 4.5%
3.1. Legal Land Status 255,000 0 255,000
3.2. Mediation Capacity 445,000 | UN REDD 5,000 440,000
Output 4 : ISPO 1,300,000 40,000 | 0.3% | UNDP 1,260,000 | 8.1%
4.1. ISPO Sacialized 523,000 0 GCP 523,000
4.2. ISPO Management 777,000 | IKEA SAG 40,000 737,000
Output 5 : Platform 1,000,000 40,000 | 0.3% | Bilateral 960,000 6.2%
5.1. National 670,000 | KRAFT 40,000 UNDP 630,000
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Total Fund Funded Unfunded
SPO Component Required (2014) (2015-2018)
(2014-
2018)
Donor usb % Donor usb %
5.2. Province 330,000 0 GCP 330,000
Project Management Unit 1,000,000 | UN REDD 100,000 | 0.6% | Private 900,000 5.8%
Government Parallel 500,000 | GOI 100,000 | 0.6% | GOI 400,000 | 2.6%
(Cash + Inkind)
Total 15,500,000 700,000 | 4.5% 14,800,000 | 95.5%

Table 3. First approach for 2014 and fundraising strategy for 2015-2018

This project document proposes a USD 15.5 million budget compared to allocated
resources of USD 600,000. This gap is due to the project being highly comprehensive
and large in scope. The project therefore requires further fundraising, which will be
based on showcasing results achieved during the initial phase (2014-early 2015).
Potential donors include:

o GEFB6 (see below for more details on GEF)
e Bilateral partners

e REDD+/climate change financing

e UNDP/GCP

e Private sector

Efforts are already underway to pursue these possibilities, in particular advanced
negotiations are being held with one bilateral partner and one corporation for potential
contributions amounting to USD 800,000.

Key focal areas are as follows:

Smallholders | Environment | Governance ISF.’(.) ar!d Platfor_rns ?nd
certification | coordination

GEF6 X X
Bilaterals/ X X X
development
partners
REDD+, NAMAs’ X
UNDP/GCP X X
Private sector X X
GEF

The GEF (Global Environment Facility) is the world’s largest global trust fund,
allocated funds of 4.25 billion USD for 2010-2014. The 6" GEF programme will run for
four years covering July 1, 2014 to June 30, 2018, and is expected to manage a
similar amount of funds. GEF6 will adopt a programming approach with a stronger
focus on the drivers that lead to unsustainable usage of resources, with theaim to
tackle the “root-causes” of environmental degradation. GEF6 focal area strategies

g Nationally Appropriate Miligation Aclions
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cover: (i) biodiversity; (i) climate change mltlgat:on (i} chemicals; (iv) mternatlonat
waters; and (v) land degradation; -and strategles for _(t) sustainable forest
management and (u) corporate programs ' RIS IR

GEF 6 targets the three prtnclpal dlrect drtvers of blodlversny Ioss = habltat Ioss
overexploitation, and invasive alien. spec;es ‘A -potential -focal area ‘is .the ‘Land
_Degradation Focal Area Strategy, which includes the programmatlc pnonty “buitd on
.. planned or exfstmg initiatives addressmg rmprovements in genetic resources. and use
“of inputs, institutional frameworks fo strengthen capacrty of smallholder farmers, and

-efficient marketmg and extension programs" Thls allgns we]t w1th the SPO smaltholder__
and extens;on worker strengthenlng outcome : : - :

Bllateralsidevelopment partners B :_

UNDP already engages with embasmes and bllaterat partners on |ts various prolects
mcludmg SPO. Bilateral fundlng depends on the source (ex_climate. change or
governance) ‘and for SPO_ purposes the target will be rule of law, coordination of
stakeholders, and environment. This is based on prellmlnary discussmns w:th vanous
bilateral partnere based in Jakarta : :

REDD+INAMAS

Since one of the key aims of SPO aims to reduce deforestatlon by strengthenlng
smallholders and certification schemes, SPO activities which result in measureable
reduced deforestation/land degradatlon may trrgger performance based payments.
REDD+ is a 1billionUSD grant fund provided to ‘Indonesia by the Govermnment of
Norway, currently being operationalized after the establishment of the REDD+ Agency
in 2013. NAMA funding is diverse, and the current main institution for funding NAMA
activities is the recently established Green Climate Fund. SPO aims to quantify
reduced deforestation impacts in order to access REDD+ and NAMA funding.

UNDP/GCP

GCP is already receiving funds from various sources including UN-REDD and
bilaterals, and these global funds can be channeiled to the country level. For 2014-
early 2015, most operational funds are channelled to SPO from GCP. Considering the
growing importance of intervening in supply chains and working with the private sector,
GCP global funds will most likely continue to grow, as long as the country programmes
are delivering real impacts on the ground. Given the global scope of GCP, funds will
be allocated to activities in line with donor core areas, and platforms to ensure
coordination.

Private sector

SPO currently receives funds from major palm oil buyers, and is now in discussion
with several producers. The partnership strategy with the private sector is flexibe-
companies can provide funding to SPO, co-finance or cost-share activities, or lend
valuable political support to SPO activities. Preliminary discussions with major
Indonesian palm oil producers indicate that there is considerable appetite to partner
with SPO to strengthen independent smallholders to ensure the ‘bottom of the
pyramid’ is robust and can produce sustainable palm oil.
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3.2 Project Coverage

Pilot activities will be carried out in the pilot provinces of Riau, South Sumatra and
West Kalimantan to test the effectiveness of proposed interventions. The following
criteria were considered in selecting these provinces:

Area of palm oil plantations, production and productivity rates - as shown in
Table 4 below, these three provinces represent significant variations in terms of
areas occupied, production and productivity rates, and this variation would be
helpful to assess the effectiveness of training for different levels of
production/productivity rate, and how best to tailor these interventions to achieve
economy of scale;

Palm oil production maturity - in order to determine whether the effectiveness of
interventions differs based on the production maturity levels, it is important to pick
provinces with varying levels of maturity. Riau has the most mature palms, while
West Kalimantan is still opening up new land and has a majority of young oil
palms. South Sumatra has both mature and young palms;

Area of palm oil farms cultivated by both independent and plasma
smallholders - in the selected provinces smallholders cultivate some of the
largest total areas of palm oil farms. Riau has one of the highest numbers of
independent smallholders, while South Sumatra and West Kalimantan represents
the mid-range number of smallholders. The number of plasma smallholders is also
a relevant consideration because lessons learned from their operations could be
used by independent smallholders to further improve their practices;

Poverty rates - one of the aims of this project is to indirectly improve the
livelihood of the farming communities, therefore, poverty level was also considered
in selecting the pilot provinces; and

Forested area - the three selected provinces have relatively high ratios of forest
cover in comparison to non-forested land, making them vulnerable to further
deforestation and degradation of forest from palm oil operation. Thus, the project

will focus on these provinces to reduce the rate of conversion of protected areas.

No Province Production Area Productivity Smallholder Forest Area Plasma Independent
{Ton) (Ha) (Kg/Ha) Area (Ha) Proc (Ton) HH ( Ha) (Ha) { Ha)

1. | Aceh 724,548 363,660 2,945 195,639 236,525 115,242 3,335,713 7,440 724,548
2. | North sumatera 4,182,052 1,192,466 3,691 416,541 1,185,139 173,338 3,742,120 30,077 4,182,052
3. | West sumatera 960,969 376,858 3,312 177,389 384,288 169,368 2,342,650 4,800 960,969
4, | Riau 6,421,228 2,037,733 3,886 1,297,294 3,485,172 513,307 9,456,160 38,129 6,421,228
5. | Kepulauan Riau 14,546 8,932 1,265 923 517 14,546
6. | Jambi 1,885,530 687,892 3,925 427,950 895,399 171,277 2,179,440 - 1,885,530
7. | South Sumatera 2,603,536 821,391 3,922 372,439 1,014,059 198,733 3,742,327 20,000 2,603,536
8. | Bangka Belitung 546,275 197,586 3,102 60,568 80,811 31,916 657,510 = 546,275
9, | Bengkulu 871,463 309,723 3,688 193,839 463,921 104,044 920,964 4,159 871,463

10. | Lampung 401,539 144,466 3,251 86,119 171,964 121,598 1,004,735 8,000 401,539

11. | West Java 20,072 9,039 105 179 105 122 20,072

12. | Banten 29,360 20,044 7,628 10,483 7,397 29,360

13, | West Kalimantan 1,601,200 885,075 2,928 293,306 439,851 100,763 9,101,760 19,452 1,601,200

14, | Central 2,771,268 1,024,973 3,449 158,696 250,178 85,478 12,652,822 = 2,771,268

Kalimantan
15. | South 1,164,672 423,208 3,069 67,564 124,328 35,681 1,779,982 7,437 1,164,672
Kalmantan
16. | East Kalimantan 1,092,483 716,662 3,344 216,720 183,744 65,042 14,651,053 17,000 1,092,483 |
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No Province Production Area Productivity Smallholder Forest Area Plasma Independent
(Tan) (Ha) (Kg/Ha) Area(Ha) | Proc(Ton) HH ( Ha) (Ha) ( Ha)
_17. | Central Sulawesi 264,775 112,661 3,466 62,377 104,784 19,247 4,394,932 - 264,775
18. | West Sulawesi 246,765 94,819 3,999 47,997 96,059 45,550 1,185,666 - 246,765
19. | South East 24,520 40,041 191 5,538 82 3,544 24,520
Sulawesi
20. | South Sulawesi 46,409 41,982 2,878 23,413 27,400 11,825 46,409
21. | Papua 74,032 39,928 2,905 14,244 8,120 10,225 40,546,360 3,600 74,032
22. | West Papua 68,278 23,575 2,891 10,915 34,394 4,406 G 68,278
TOTAL 26,015,520 9,572,714 4,137,620 9,197,729 1,988,620 130,609,014 160,094 26,015,520
Table 4: Area, Production and Productivity of Smallholder Palm oil in 2012"
The table below shows the proposed two districts in each of the three provinces.
These districts were selected by MoA based on a combination of criteria such as (i)
the palm oil plantation areas, (ii) the production and productivity rate, (i) the number
of households, (iv) the number of the independent and plasma smallholders, (v) the
number of the extension workers in place, (vi) the forestry areas, and (vii) the poverty
rate."
Mo Dictrlce Area (Ha)/ | Production Productivity House Plasma Independent Extention Farestry Income/Ha
District (Tan) (Kg/Ha) Hald Ha | HH Ha HH Worker (Ha) (Rp)
RIAU
5 Kampar 183,016 495,686 3,494 88,692 33,276 16,638 149,740 74,870 242 482,259.13 5,588,847
2, Rokan Hulu 212,475 505,079 3,710 70,356 23,435 11,718 189,040 94,520 131 253,937.97 7,178,904
3. Pelalawan 118,635 436,865 3,916 39,212 13,804 6,902 104,831 52,416 83 755,896.10 11,141,105
4, Indragiri Hulu 56,886 182,622 3,609 31,209 5,142 2,571 51,744 25,872 99 384,825.72 5,851,581
5. Kuantan 71,093 181,447 3,132 38,773 71,093 35,547 150 0.00 4,679,726
Sengingi
6. Bengkalis 148,209 326,035 3,961 42,219 13,536 6,768 134,673 67,337 78 704,138.60 7,722,471
7. Rokan Hilir 168,991 491,279 3,370 49,516 - 168,991 84,496 64 436,322.86 9,921,621
8. Dumai 35,265 75,085 3,505 9,392 35,265 17,633 26 162,789.83 7,994,570
9. Siak 190,271 549,131 3,830 63,228 = 190,271 95,136 86 482,562.03 8,684,934
10. | Indragiri Hilir 108,488 238,353 3,710 79,292 9,550 4,775 98,938 49,469 180 395,634.94 3,006,016
11. | Pekanbaru 3,965 2,690 3,741 1,418 3,965 1,983 39 15,773.00 1,897,038
Sub-total 1,297,294 3,484,272 513,307 98,743 49,372 1,198,551 599,276 1,178 |4,074,140.18 6,787,891
SOUTH SUMATERA
1. Lahat 17,076 50,944 3,591 10,144 3,800 1,900 13,276 6,638 226 135,762 5,022,082
2. Empat Lawang 177 66 930 185 177 89 48 77,097 356,757
3. Musi Banyu 72,207 184,925 3,754 38,564 31,006 15,503 41,201 20,601 176 703,857 4,795,275
Asin
4, Banyu Asin 47,124 76,643 3,673 31,629 47,124 23,562 238 477,927 2,423,188
5. Musi Rawas 66,345 196,909 3,655 31,639 66,345 33,173 280 634,913 6,223,616
6, Komering Ulu 21,333 71,543 3,694 10,567 12,005 6,003 9,328 A,GET 96 111,707 6,770,417
7. OKU Timur 18,735 46,817 3,287 9,538 18,735 9,368 172 16,006 4,908,471
8. OKU Selatan 334 44 530 246 334 167 129 193,345 178,862
9. Ogan 76,900 245,658 3,509 38,735 29,412 14,706 47,488 23,744 218 974,430 6,342,016
Komering llir
10. | Ogan llir 3,861 2,188 2,383 2,824 3,861 1,931 153 17,700 774,788
11. | Muara Enim 47,118 135,105 3,643 24,126 - 47,148 23,574 271 382,960 5,599,975
12. | Pagar Alam = = = 32 23,076
13. | Lubuk Linggau 874 2,776 3,251 437 874 437 63 9,619 6,352,403
Sub-total 372,114 1,013,618 198,634 76,223 38,112 295,891 147,946 2,102 3,758,389 5,102,943
WEST KALIMANTAN
1 Landak 12,701 28,313 2,415 6,284 1,175 588 11,526 5,763 108 621,668 4,505,570
. Sambas 17,228 20,269 2,018 7,701 10,372 5,186 6,856 3,428 246 381,861 2,631,996
3. Bengkayang 12,554 13,603 2,190 4,354 12,554 6,277 87 409,903 3,124,254
4, | Singkawang 6,117 2,358 856 112 6,117 3,059 44 34,942 | 21,053,571

055urce : Tree Crop Estate statistic of Indonesia, Palm Oll 2012-2014
”Ministry of Agriculture, Department of Perennial Crops
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(o il Area (Ha)/ | Production Productivityl House Plasma Independent Extention |  Forestry Income/Ha
District (Ton) (Kg/Ha) Hold Ha HH Ha HH Worker (Ha) (Rp)

B Sanggau 102,965 119,217 1,831 35,253 54,015 27,008 48,950 24,475 131 928,606 3,381,755
6. | Sintang 30,406 50,940 2,625 11,333 : 30,406 15,203 133 939,803 4,494,838
7. Kapuas Hulu 3,018 3,265 2,185 1,510 3,018 1,509 138 2,758,387 2,162,252
8. Ketapang 62,086 120,151 2,316 16,891 35,595 17,798 26,491 13,246 94 2,379,908 7,113,315
9, Kayong Utara 1,694 835 493 847 1,694 847 33 985,832
10. | Kubu Raya 4,872 4,885 2,731 762 4,872 2,436 158 6,410,761
11. | Pontianak 1,145 698 1,767 230 1,145 573 18 803,266 | 1,623,256
12. | Kekadau 34,160 55,602 2,300 12,084 2,660 1,330 31,500 15,750 94 314,093 4,601,291
13, Melawi 6,404 21,145 3,302 3,202 11,200 5,600 (4,796) (2,398) 63 1,657,935 6,603,685

Sub-total 295,350 441,281 100,763 115,017 57,509 180,333 90,167 1,347 4,379,395

Total 1,964,758 4,939,171 812,704 289,983 1,674,775 837,388 4,627 6,077,454

Table 5: Oil Palm, Area and Production of Smallholders and Foresh Area Per District In
West Kalimantan, Riau and South Sumatera on 2012

(Legend: HH = total number of households; Plasma = schemed smallholder; Independent = independent
smallholder; Extension = extension workers)

3.3 Design principles and strategic considerations

Sustainability
The SPO project will implement ISPO principles and criteria, and conduct an

assessment based on the ISPO standard in pilot provinces, and will compile lessons
learned for implementation in other provinces. The project will work with financial
institutions to address barriers to commercial funding for smallholders, and potentially
the establishment of funding schemes/partnerships to facilitate the extension of credit
to farmer cooperatives. Further, relevant line ministries and local governments will be
supported to continue the implementation of the SPO project to replicate the
interventions in other geographical areas.

Partnerships

The success of the initiative will depend largely on the strength of partnerships among
the key stakeholders. The first set of stakeholders is the Government of Indonesia with
MoA having the leading role of Implementing Partner (IP) in the project. The Ministry
of Forestry, BAPPENAS, the President’'s Delivery Unit for Development Monitoring
and Oversight (UKP4)/REDD+ Agency, as well as the provincial and district
governments will also play key roles as further described in this project document. The
private sector will be represented by major international companies such as Kraft
Foods/Mondelez, IKEA, Johnson & Johnson as well as local producer groups such as
the Indonesian Palm Qil Association (GAPKI) and QOil Palm Farmers Union (SPKS).
These are member associations for large and small producers and include the largest
domestic palm oil companies such as Sinar Mas, Wilmar and Musim Mas. Non-
Governmental and Civil Society Organizations such as RSPO, the Prince Charles
Rainforests Project, WWF, ZSL, Greenpeace, Sawit Watch, Solidaridad, and local
research institutes are also key stakeholders. Extensive research on the palm oil
landscape is being carried out by these organizations on smallholder livelihoods,
drivers of deforestation, impacts on biodiversity and climate change, and land tenure
disputes. The project will attempt to leverage existing knowledge, to share
insights/information and conduct initial assessments, and possibly jointly design
smallholder training programmes and other pilot activities. CSOs may also be
engaged in implementing, monitoring and evaluating one or more of the pilot projects
under the SPO project.
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Leveraging UNDP Initiatives

The .project will Ieverage other UNDP initiatives such as ‘Reducing Emissions from
Deforestation and Forest Degradation” (REDD+), the “Indonesia Climate Change
Trust Fund”. (ICCTF), and UN- REDD, to gain access to influential policy-makers as
well as to build synergies between these . initiatives. It will similarly take . advantage of .

~UNDP’s work on blodlverSIty, to create pl!ot [nltlatlves that promote. the dual objectlves o

of .land-use management and brodrversﬂy protechon Lmks wuth |n|tiat|ves targeting

- -_____-5other commodities - timber, cocoa, -rubber, sugar, - coffee, rice, ‘etc. = will also be -
‘explored, with a view to’ promotlng ‘the broader pranmples and norms of sustainable

agricuttural productlon Similarly, the . prOJect will also seek to collaborate closely WIth
other mrtratlves underway by development partners L :

The UNDP !ndonesra Country Office has also malntalned a strong retatlonshlp W|th the -
Indonesian Global Compact . Network (IGCN) which is a hetwork of major IndoneS|an
companles that endorse and practlce the prmcaples of . the UN Global Compact ie.,
achievement of human rights, competitive labor, sustalnable environment, and ethlcal
business practlces The UNDP Indonesia country office PubI|c~Pr|vate Partnershlp
Adviser will also assist to foster pubhc—private engagements on sustamable pa!m
productlon ' S B : : : o

in order to connect the iSF‘O certlflcatlon scheme to the global market the pro;ect wrlI
work closely with the UNDP's Green Commodlty Facility (GCF). GCF :is a UNDP
initiative ‘which manages a ‘global - portfolio of ‘hational-level commodity-focused
programmes and platforms _ that remove . barriers -and - institutionalize -systemic
approaches and resources for scaling up the production of sustarnable commodities.
This ‘includes ‘addressing environmental -externalities within the supply chain,
strengthening financial sustainability for technical assistance, reforming policy to level
the production playing field and incentivizing sustainability. GCF will provide technical
advisory support for the establishment of SPO platforms and aSS|stance in brokenng
strateglc partnershlps at the international level. '

Coordlnation Wlth RSPO

The project will collaborate with RSPO to study opportunltles for synergy and to clarify
and socialize the complementarities between the two certification schemes. For
example, ISPO and RSPO will conduct a joint study on the concept of High
Conservation Value (HCV) and Free, Prior and Informed Consent (FPIC). HCV is not
defined under Indonesian law and therefore efforts to protect HCV land can be
challenging for plantations trying to follow RSPO principles in Indonesia. This is an
area where the two certification schemes can work together to potentially harmonize
terminology, and therefore ease the certification process for plantations which may
have to be certified under both schemes.

Systematic Monitoring, and Safequards

As interests of involved stakeholders are often divergent, monitoring natural resources
management and socioeconomic development require transparency and
accountability, as well as expertise to measure complex indicators. Thus, a particular
emphasis will be put on esiablishing a realistic and participatory approach to
Monitoring & Evaluation (M&E). The project wili set up an M&E unit including
independent audit bodies. The M&E unit will closely monitor the progress of activities
and regularly report to the Project Board. The detailed M&E considerations and plan
are further described in Article 7 of this project document.
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3.4, Cross-cott'in'g 'l'ssué.s: i

"All UNDP-supported prOJects and programmes are developed and |mplemented in llne

o _W|th agreed international principles and with cross- cutting themes that -are proven to

. improve the effectlveness and efflolency in.the Use of resolrces. UNDP, based on its *

vast expenence in supportlng development prolects is well posrtloned to support the _

Golin ensuring that the pro;ect IS desrgned and managed |n !rne W|th mternat:onal
: -standards and best practlces e e T

Transparencv, Accountabllltv and Antl-Corruptlon : e RN
The Gol ‘and UNDP share the common _fiduciary responS|b|l|ty to ensure that alI_ .
resources invested in supportlng the Gol's development efforts are managed with the
_hlghest level of transparency, accountabllity and mtegrlty Lack of fransparency . and
accountabrllty and ‘measures . to safeguard publrc resources creates room - for
_corruptlon and mzsmanagement of resources, both of whlch ‘can have serious
consequences. on the country’s prospects for deve!opment Mlsmanagement in SPO
initiative not only reduces the benefits available to local communities, but may also
result in a failure to achreve emission abatement potentlal and the creation of offsets
which lack enwronmenta! integrity. In this regard, it is important to ensure that SPO
Initiative activities are linked to public policies and initiatives related to -accountability,
transparency, anti- corruptron promotion of integrity, honesty and responsrblllty among
public officials. Moreover, increasing public access to information -on SPQ initiative
and ‘transparent - public -procurement and public finance - management system, - in
addition to strengthening oversight functions of relevant mstitutlons and harmonization
and coordination of anti-corruption initiatives at the country, reglonal and lntarnatlonal
ievels WI|| play |mportant roles in addressmg corruptron nsks : S -

Gender race and reI|q|ous equalltv

Gender, race and religious equality and women’s empowerment are human rights that
lie at the heart of development work and are relevant for the success and sustainability
of any development initiative. Guiding principles may include defining issues in such a
manner that gender, race and religious equality differences can be diagnosed and
translated into concrete measures and efforts to broaden all the affected parties’
participation at all levels of the project and in decision-making processes.

The SPO initiative will ensure that all activities and decisions are in line with
Government of Indonesia and UNDP gurdellnes and pnnmples In particular, the
pro;ect will ensure that gender, religious and ethnic considerations will not play a role
in deploying project resources or in isolating the beneficiaries of the project. The
project will also employ the services of a Gender Expert to ensure that activities,
results and indicators are based on gender related considerations and to establish a
mechanism for disaggregated data collection, monitoring and reporting.

3.5. Results Framework

Objective of SPO initiative

To promote the sustainable production and use of palm oil by (i) assisling smallholders
to produce paim oil sustainably and (ii) strengthening the Indonesia Sustainable Palm
Qil (ISPO) scheme while minimizing adverse environmental and social impacts. It is
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|mp0rtant to note that the scope descrlbed below reflects the alms of the fuII prOJect
‘while the current preparatory phase will amplement initial scoping and pilot activities.
See the AWP. 2014- 2015 for_ full detalts of actlvrtres to be |mplemented under thls
pl’OjeCt documentwath emstmg fundlng ' - L b R

'0utput 1 Smallholder iSPO certlflcatlon processes strengthened by focusmg on' RTRRTERE

: -good agrlculture pract|ces and envnronment protectmn

=f=|mprovmg palm 01I smallholders orgamzattona! and technlcal capaclty may |mpact the

‘productivity and the livelihoods of the smallholders. Training of smallholders to meet . =

ISPO criteria (lnc]udrng envrronmental consuderatlon and rmplementlng “Good
Agraoultura[ Practloes) will .not -only prepare smallholders -and_associated . mllis and
plantations . for "ISPO - “smallholder : certification, but will also result in |mproved _
'tlve!thoods and better enwronmental management in the pllotareas SETCRE

Output 11 Extensron workerldlstrlct famlntator system strengthened at :
prov1nc1al and dlstrlct levels - R B - SN S

The Looal Government Agrtcu!turat District office (Dinas Perkebunan) manages
agrlcu]tural extension worker systems to train farmers on GAP, but stakeholders claim
that there are no extension workers and district facilitators specialized on estate crops.
Furthermore, even if extension workers and district facilitators have knowledge of
agronomics -such as .seedlings and fertilizer management, ISPO_compliance and
environmental awareness may not be sufficiently covered. Therefore in order to deliver
ISPO certification training to smallholders extensmn workers and dlstrlct facmtators
need to be tralned in these areas. [ SR : : L

P|Iot tralnlng WI|| be conducted by professmnal tralners to train extensmn workers and
district facmtators Indlcatlve actrvntles are as fol]ows :

1. Conduct baselme assessment of current extensron worker system capamty in terms
of human resources and expertise in the three provinces and pilot districts;

2. Coordinate with provincial governments to determine priority training modules and
recipients, including potentlal hlnng of extensron worker supporting officers (if
needed);

3. Facilitate appointment of personnel to prowde intensive training on ISPO
compliance, GAP, environmental awareness, socio-economic issues (fo improve
livelihoods) and strengthening farmer groups/cooperatives; and

4. Provide training to extension workers and district facilitators.

The project will utilize parinerships with other development projects, stakeholders,
academia, NGO/CSOs and the SPO provincial platforms, to station experts at the
provincial level. To ensure sustainability, a transition plan from project-supported
training to local government initiated training will be developed.

Output 1.2: Smallholder capacity strengthened

Smaliholder productivity is considerably lower than the productivity of larger
plantations, mostly because they do not have enough capital to scale up their
production, have low awareness/received little fraining, and use sub-standard
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seedllngs In addltlon many smaElhoIders Iack the knowledge to tell the d|fferences
‘between high. and low -quality 'seeds.and are heavrly dependent on ‘middlemen for . .
_-"'seed supply. Fake/fraud seeds have 2-3 tonlha extraction rate of palm oil, meanwhile . .

organized larger plantations ‘which use proper qualrty seeds have "a 4-5 tontha
- extraction rate. This results in smallholders Fresh Fruit Bunches (FFB) yleldmg less .

__'..::than the Iarger plantations, in addrtlon to selllng at a Iower prace Less productuvrty and . L

: Z-cultivate more or drfferent crops WhICh is alleged to be a cause of deforestatlonlland R

- ‘conversion Withln protected forests. It is therefore. xmportant to support and facilitate
- the training - of :smallholders, -through - the - extension worker and dlstnct facihtator_ L
-system whlch erI be strengthened through Output1 1 U

'Pllot mdependent smallholder farmer groups wrll be |dent|f|ed through surveys in the
pilot districts and categonzed ‘based on thelr capaCIty (A B and. C). The lowest
capacily -category ‘is ‘referred to as “the ‘non-farmer’ . group A where basic
farming/agricultural technlques are not |mplemented The second category ‘B’ utilizing
basic techniques can be called farmers, but are short of being certified under ISPO.
The highest category ‘C’ consists. of farmers who are ready to be ISPO certified.
Another key criterion to ldent|fy pilot farmer working groups will be the proximity of the
independent smallholders’ operation. to the forests. This is xmportant in assessing how
much : smallholder training ‘and . capacrty building ‘actually reduces the . negatlve
enwronmental |mpacts such as encroachment on forests Indlcattve actlvmes are: -

1. Conduct 6 surveys ‘one m each palot dlstrsct to assess compllance W|th ISPO
criteria and the impact of their agrlcultural activities on the enwronment and to
identify the necessary training. The survey will cover all farmer groups to categorize
them into one of three capacity categories (A B and C). Priority groups will be
determined based an the fea5|b|!1ty to create a group of farmers who faII W|th|n the
same capac|ty category, B

2. Determine pilot training farmer groups (2 dlstrlcts X 100 farmer groups for each
district) together with the local government and lVloA based on predeflned crltena
|nclud|ng forest proxsm|ty, o

3. Train “group leaders” and a few other key group members representlng the farmer
groups in order to assure the continuity of the know-how transfer process;

a. 1.215 farmer group leaders will be trained. {600 farmer groups (3 provinces x 2
districts x 100 farmer groups/district x 3 capacily categories) x average of three
group leaders from each farmer group= 1.215 farmer group leaders).

b. Assuming 25 group leaders can be trained in one session, approximately 72
training sessions will be delivered (1 215 total group leaders/20 group Ieadersm
72).

4, Support direct training of pilot smallholder farmer groups, which consist of around
25-30 farmers each.

This output will also implement specific activities designed to increase plantation and

production quality by increasing the supply of genuine seedlings. This will involve the

establishment of a nursery pilot plan to produce palm oil from clone seeds, with high

productivity per ha and high oil extraction rate {OER). Indicative activities will include:

1. Assist selected smallholder groups to achieve crop diversification and integrated
farming systems utilizing farm animals; and

2. Establish a nursery pilot plan {one nursery in each selected village) to produce
palm ail from good seeds, through re-planting or new planting:
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a. Pllot plants can be on1Ha of farmer owned Iand or |n surroundmg Iand _
. b. Plantrng materials or. seed matenals can be sourced from 12 seeds companles
c. Farmer associations can sign collaboratlon agreements with seed oompan[es
d. The “capital of this seed pilot project may be provided by the _project as. rollang
L caprtal orfrom other sources mcludung Iooal fmanmal mstrtutrons L _ '

.'anh of the pllot act|v1t|es wrll be supported by a technloal advrser hlred by the SPO
: pro;eot The advisers will be respon5|ble for. monrtonng ‘and complllng progress of the

" activities developed in all three pilot provinces, and reportlng to the"'SmaIIholders
Capaclty Bmldlng Worklng Group Faollltator e SR i L

Output1 3 Smallholder partnershlp!cooperatlve mrtratwes plloted

Thls Output alms to strengthen smallholder groups/cooperatlves beyond the blanket
training conducted in outputs 1.1 and 1.2, and actively pursue partnerships with mills
and plantations and buyers who can mutually benefit from purchasing and deallng with
smallholder producing sustainable palm oil. This output will aotlvely support the
establlshment of mdependent smallholder oooperatrves ' _

Many plantatlons are unwrlllng to use. and mcrease smallholder palm orl in therr supply
chains due to perceived increased responsrblllty, especially in the context of fuII supply
cha[n/catohment area acoountablllty under RSPO and ISPO

The empowerment of smallholders can be a win-win srtuatlon for both farmers and
mills/plantations. FFBs are highly penshable and need to be processed within <48
hours after harvest to maintain its food quality characteristics. Therefore, smallholders
need to find middlemen and mills that are willing to guarantee to buy their products
With proper incentives and trainings, smallholders can increase their productivity,
which in turn will tead to a better utilization of mills and higher profit per land area. The
project will promote the increased purchase of smallholder sustainable FFBs by mills
through transparent pricing mechanisms (independent and scheme smallholders gain
access to district level buying prices). The project may also provide support on supply
chain certification for FFBs bought by smallholders who engage in sustainable
practices.

Furthermore, the project will conduct a land tenure assessment to support smallholder
land certification through respective cooperatives. This will be conducted in close
coordination with the National Land Agency (BPN) and local government.

Indicative activities under this output are as follows:

1. Conduct a comprehensive farmer survey to identify the status of palm oil farmer
cooperatives in each district, including identifying their presence and levels of
effectiveness or if they are now defunct. This may run in parallel with the farmer
survey in Output 1.2;

2. Provide additional training to group leaders and support the establishment or
strengthening of farmer cooperatives in pilot districts;

3. Empower and/or facilitate cooperatives to creale strategic partnerships with mills
and plantations to improve livelihoods, produce quality palm oil and address
environmental concerns;
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4 Create a prlce database to be allgned with. the prlces |ssued by the provmce
- regulatory -body (Dinas Perkebunan) and .compare it with the - ‘prices paid by

- plantations and mills to small_holders Both prlces should be d:splayed dally on

-~ public announcement boards _
5. Develop a land tenure assessment to support smallholder land cert|f|cat|on through

...+ respective cooperatives.: This will be conducted in close coordmatlon Wlth Nataonal L
- 'Land Agency (BPN) and the local: government ; :

6. ‘Provide access to cooperatives to the * rewtahzatlon fund" t.o rep]ant palm o&l trees

. either. mdependently or: through the one gate pollcy (|n partnershlp W|th a Iarger - S

- plantation); and . .
7. Enter .inio partnersh|p agreement W|th smallholder cooperatlves to reduce
_expansmn mtoforestsbyplantatlons N : : : T

All smallholder and cooperatlve support act;vatles are based on fully consulted
cooperatlon agreements which clearly “state -that support is conditional -
cooperatlves/farmers adhenng to enwronmenta! andlor soclal standards set by the
safeguard comm|ttee : : SR SEEY SRy

Output 2 Envrronment management and monltorlng ISPO Strengthened to
protect forest enhance blodlver3|ty conservatlon and m|t|gate and momtor GHG
emlssmns ' : : ' Y

While the palm oil industry is an. lmportant sector of economic growth for Indonesia,
NGOs are mcreasungly making allegations that the sector is having adverse impacts
on the environment, including causing deforestation, loss of biodiversity and increases
in Greenhouse Gas (GHG) emissions. The SPO project attempts to address these
environmental concerns = by strengthenlng the ISPO framework with pollcy
mterventrons and pilot prOJects T

Outpu_t_2.1_: Strateglc asse_ssment of land c_onv_e_rs_ion conducted

The three pilot provinces of Riau, South Sumatra and West Kalimantan are currenily
facing rapid deforestation and land conversion as shown in Annex Il attached. There
are many speculations and allegations about the drivers of these land conversions;
however, few have been verified by the Government of Indonesia (GOI).

Indicative activities are as follow:

1. Data assessment of forest coverage change and land conversion from 1980 to
2010 for each district;

2. Analysis of the drivers of land conversion such as smaliholders, palm oil
plantations, timber industry, and population growth to understand linkages and
possible mitigation strategies;

3. Assessment of GHG emissions from palm oil production, processing and
operation, including iand use change linked to palm oil.

These assessments will be used {o understand, among other things, the existing
conditions and the extent of impact of palm oll on land conversion, and based on this
information, the project will propose policy level interventions and pilot projects related
to sustainable palm oil as further described below.
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Output 2 2 Protectlon of b:odwersnty strengthened

Thls sub output W|Il seek to mamstream protectlon of blod:ver31ty mto the plannmg
_-prooess L : : : e S PRRERAPLIIY

_"Blodlversnv Protectlon R

' '-Indonesran regulatlons on blodiversny conservatlon and Protected Areas are intended L

10 < conserve forests and biodiversity; - however differences in the uses of termmology'
between the domestic and international conventions and understandlngs have created
some oonfusmn among those trylng to protect blodrverS|ty : Co

Under thls output Indlcatlve actlwtles are as foliows

Conduot a ]omt study between RSPO secretarfat and |SPO secretariat on the
d|fferences between the HCV scheme and the !egal provrsmns on Protected Areas
under Presidential Decree No. 32/1990 and Biodiversity Law. The joint study will also
identify any other emstmg -challenges . concernlng conservatlon of biodrversny in
connecnon wrth paEm 0|t ptantations AR L TRV

Conservation of forested Iand wrthm concessions - SR : :

In theory, forests with high levels . of biodiversity/endangered specles should be
classified as conservation forests and not released from the forest estate for
productive uses. However, in practice many plantations sizeable forests within their
concessions, and The Environment Working Group of the SPO national platform is
expected to develop recommendations on how to address this issue. The Regents
(Bupatis) in the pilot dlstrlcts are lmportant stakehoiders in thls respect ' o

Indicative activities SpeCIfIC to smaliholders are as follows:

1. Awareness raising of smalIhoIders and relevant stakeholders of the adverse
effects of losing biodiversity, environmental damage and increasing GHG
emissions;

2. Work with cooperatives and local non-governmental institutions to monitor that
farmers or others do not encroach illegally into the forest to expand oil palm
plantations;

3. Support smallholders to have a stronger relationship with the local level Natural
Resources Conservation Agency / Balai Konservasi Sumber Daya Alam (BKSDA)

The third indicative activity mentioned above includes informing the local BKSDA — for
collection if necessary — when animals are found in plantations, thus preventing the
unnecessary killing of wild animals. Smallholder organizations will also be urged to
sign an MOU with BKSDA and the District Government office of the Ministry of
Forestry. Furthermore, BKSDA should inform smaliholders of the names and pictures
of rare wild animals in the protected area; together with safety measures if animals are
found in the vicinity of human habitats/plantations.

Utilizing ‘Open’ or ‘Degraded’ Lands

There are claims that palm trees planted on degraded land can produce as much palm

oil as those on other types of land; therefore, the use of degraded land could further

reduce the impact of palm oil on the environment. However, the existing legal
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framework in Indonesia does not provide any incentives to the smallholders or
companies to utilize the degraded or marginalized land for palm oil. For example,
Government Regulation PP No. 10/2010 as amended by PP No. 60/2012 and No.
61/2012 on forest areas encourages land swap between two fertile lands, but it does
not legally provide for land exchange between fertile land and degraded land. This
means that even if a portion of the palm oil concession is found to have rich forest, the
holder of HGU does not have any legal basis or incentive to swap the fertile portion of
land with degraded land. This issue will also be discussed under the national platform
Environment working group and recommendations will be made for the Ministry of
Agriculture and other relevant institutions to consider.

Output 2.3: GHG emissions reduced through policy intervention

This output will take the emission data collected in Output 2.1 above, and establish a
credible Government endorsed GHG emission study on GHG emissions/savings from
palm oil production, processing and operations including indirect land use change by
plantations and mills. Indicative activities under this sub-output include the following:

1. Develop a methodology for monitoring peatland GHG emissions calculation
combining satellite/remote sensing images and water table measurements;

2. Based on the GHG measurements collected, establish a maximum allowable
threshold of GHG emission in connection with the opening of a new plantation in
peatland as well as in connection with any land use and land use change for palm
oil. This will potentially be added to the ISPO regulations to ensure compliance of
all palm oil operations in Indonesia;

3. The project will support pilot GHG emission reduction projects with partnering
companies. Pilot projects may include methane-capturing methodology,
measurement of GHG emission from land use and indirect land use change,
emission saving activities such as adjustment of water levels in peatland, and
implementation of methane capture in the lagoon fill with POME (an artificial pool
for the treatment of effluents). This output may also start the voluntary reporting of
GHG emission reductions by companies to pilot a GHG emission reduction
reporting scheme.

Output 2.4: Pilot projects implemented

Following the policy framework set forth in Output 2.2 above, several pilot activities will
be initiated to address specific challenges faced by each of the four different land
conversion modalities as shown in the table below. The exact nature and scope of
these pilot activities will be determined based on the outcomes of outputs 2.1 through
2.3 above. The project will also coordinate and obtain information on various other
pilot activities in Indonesia related with palm oil to explore opportunities for synergy
with the existing projects, including the RSPO initiatives.

Smallholders Corporation

Legal conversion

Smallholders may have legal
title to the land, but often have
limited access to finance, and
agro-inputs and their
productivity remains low. Their
level of  awareness on
environmental concerns is low.

Large concessions may contain
forest land rich in diversity. The
current regulatory system does
not provide sufficient mechanism
to protect these lands within
concession areas.
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Smallholders Corporation

Encroachmentfillegal | Some smallholders, in hopes of | There is no clear understanding
conversion increasing their future income of the extent of illegal conversion
from planting palm trees, find by corporations, and this data is
new land by encroaching upon | not being maintained.

forested land nearby. Often,
encroachment occurs in the
protected area.

Table 6: Land conversion modalities and challenges faced by farmers under each modality

Legal conversion by smallholders

Nearly one third of the palm oil production in Indonesia comes from smallholders, and
yet the productivity of many of these smallholders is low, which in turn results in low
level of livelihoods and environmental management. To address these challenges, this
project will conduct pilot activities focusing on the following:

1. Seek to strengthen cooperatives/farmers groups for smallholders and encourage
legalization of smallholder operations. This is similar to Output 1.3, to ensure
members of a cooperative/farmers group benefit, such as increased access to
finance, better seeds and other agro-inputs to be provided in return for sound
environmental management.

2. As discussed in Output 1, the project will also train the extension workers/district
facilitators for palm oil smallholders on ISPO, environmental protection and
biodiversity conservation.

Encroachment on forest by smallholders

Many smallholders have limited access to resources and as a result many have only
limited legal title to the land they cultivate. This is the case even when farmers have
been working on the land for many years. NGOs allege that some smallholders
illegally encroach upon nearby forest areas. Therefore, this project proposes the
following pilot projects to address challenges faced by these smallholders:

1. Work with the smallholder cooperative/farmer groups to deter future encroachment
on forests through training and other livelihood opportunities;

2. Work with DINAS to explore possibility to grant legal status to the existing
squatters within certain forested land in exchange for their agreement not to
further encroach upon nearby forested land and properly maintain the land
granted to them;

3. Collaborate with MoF to identify areas with land disputes, analyze and understand
the issue, and assist the smallholders in moderating the land disputes with local
land authorities.

Output 3: Governance and mediation: Social responsibility facilitated,
empowering related communities and mediation systems

Acknowledging the existence of various local conflicts between palm oil operators and
local or traditional communities, and also considering ISPO system requirements on
‘Land dispute and compensation’ (ISPO Criteria No. 1.5), this Output aims to (1)
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support mdependent smallholders to obtam Iegal Iand status and (2) strengthen
mediation ‘between stakeholders and ensure that oil palm pIantatlons and mills are
free ‘from dasputes with nearby communities or smallholders. Since the cause .of
disputes in the palm oil_sector are mostly land use/land title related there is also a

.. need to. ‘coordinate with Government institutions. respons;ble for Iand titling such as . ..
- BPN (National Land Agency) and synerglze W|th efforts to support smallholders on

_ ;Iand tltllng under Output 1

| '.Output 3 1 Support to the mdependent smallholders provnded to obtam legal SR

Iand status

.Smallholders often Iack mc:ent:ve to mvest in thelr emstmg Iand because they Iack
secure land tenure. Thls in turn, results in low productnnty, and a tendency to open.up
new land when their. emstlng land becomes infertile or less productlve Moreover, land
tenure is a prerequisite for ISPO and RSPO certification, and plantations find it more
difficult to include those smallholders into thetr suppty cham if their land title is unclear
Therefore, “securing land tenure ‘is essential -for ad_dressmg the root cause of
unsustamable palm 0|I practlces by the smaiiholders f- LI S =

Indlcatlve acttwttes W||| mclude S Pl

1. Provide support to independent smallholders to obtam Iegal land status
2. Develop a govemment system to support smallholder’s land title; _
3. Provide support necessary to obtain land title certificate/ official Ietters

Cutput 3.2: Mediation capacity strengthened

Functioning mediation systems are crucial for a falr and eqwtable palm 0|I mdustry,
and are important to resolve disputes and prevent conflicts from escalating. The aim of
this sub-output is to strengthen existing mediation mechanisms.

Indicative activities include:

1. Conduct a baseline survey in the pilot districts and potentially in the three piiot
provinces to assess existing mediation capacity and also the level and severity of
conflicts around palm oil plantations. This may be carried out together with the
surveys under Output 1;

2. Decide with relevant local Government counterparts on the action plan to
strengthen the capacity of local government mediation task forces (TP3);

3. Raise awareness of local governments and palm oil companies on local/customary
community rights;

4. Information brought forward by stakeholders such as Sawit Watch, and also issues
presented by RSPO, will be carefully assessed and deliberated under the SPO
national and provincial platform Governance working group.

Output 4: ISPO framework reinforced and ISPO standards clarified for wider
acceptance

The strategy of the SPO project is to work through ISPO to promote sustainable palm
oil in Indonesia. As ISPO is mandatory, it is applicable to all palm oil operations in
Indonesia ranging from smallholders io iarge plantations. Furthermore, ISPO is a
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compltatron of exrstmg Eegisiat;on |mply|ng that the components of ISPO are in line wnth
at;ona[ prtormes ThiS also means oompllance Is mandated by law. - :

The ob;eotlve of thls output rs to support iSPO to operatlonallze qumkty in the short
term by facilitating awareness raising and communication with stakeholders, and in the
medium term to facilitate discussions with mternatlonal actors to clarify ISPO m terms -
.of mtematlonal sustamabllity standards The targets of thls output are. to ' :

-1 ASS|st the endorsement of ISPO by the global commumty, |nclud|ng the European' N

“Renewable Energy - Drrectlve and the Enwronment Protectlon Agenoys Renewable L

“Fuel Standard (RFS); and - S :
2. Make publlcly available (onlme) aII relevant ISPO mformatlon such as ISPO .
requurements prmmples end certiflcatlon results (grouped by plantation types)

Output 4 1 ISPO socialtzed and guldelmes refmed

ISPO compllanoe is mandatory for all plantattons in indonema As of 2013 lSPO
;mplementatron is still in .an early stage consequently ‘many companies -are not
completely familiar with the compliance mechanism. Recognizing that ISPO will level
the playing field for all palm oil operations in the direction of sustainable palm oil, and
make it easier for other ceriification schemes or |n|ttat|ves to be adopted SPO will
support MoA to socialize 1SPO ‘through workshops, seminars, platform meetmgs and
awareness raising campaigns. Inputs received from those activities will feed back to
the ISPO secretariat to support.on-going development of ISPO guidelines, especially
with regards to emerging areas suoh as GHG emlssron management and smallhotder
certification. L D : :

ISPO currently has a website, but does not have dedicated communication capacity
with the necessary institutional experience to work with a number of companies to
achieve the ISPO policy target. The project will support the socialization of ISPO,
including potentially through mass-communication campaigns. ‘

Indicative activities are as follows:

1. Develop an introductory ISPO technical guideline booklet, with guidance from the
ISPO secretariat and support from the project’s legal and communication experts,

2. Support the ISPO secretariat in conducting workshops with stakeholders to ensure
in-depth discussions on how to achieve 1ISPO compliance. Workshops could also
be conducted within the framework of the SPO platform working group on ISPO;

3. Support the ISPO secretariat to conduct studies to strengthen the implementation
and monitoring of ISPO key criteria such as GHG emissions and protected forests;

4. Support the ISPO secretariat to develop and implement a mass-communication
strategy including improving the ISPO website and/or information carried on the
SPO platform website;

5. Support the dialogue between ISPO and key international actors, such as EU and
the US, with the view of clarifying underlying assumptions to eventually enable
ISPO to hecome internationally recognized as a certified sustainable palm oil
scheme. The project will also further coliaborate with the Roundtable on
Sustainable bio fuel, EU RED and RSPO RED.

The project will also support ISPO and RSPO fo collaborate on reducing the burden of
plantations to follow muitiple certification processes. This potentially includes
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streamlrnrng certrficatron for both schemes takmg |nto account that ISPO is mandatory
and based on Iaw and therefore cannot be altered as such SR e
; _Output 4 2 ISPO management strengthened to |mproye _ supply chaln
-'.-'traceablirty T I R e B A e s e
'ISPO has already lmp!emented a supply charn certrﬂcatron system but the prOJect :
'may support . palm oil end user's collaboratron with plantatrons and other. partles on

.' '-:3"p||ot activities to support. the development of a third party certification mechanism that

includes supply chain traceabrlrty approach |f endorsed. by the national platform ISPO
workrng group.. tndlcatrve act;vrtres that may be lnciuded under thrs output are as

1. Conduct feasrbrllty study on the chaltengeslcosts and beneflts of supply cham .
traceability for ISPO certified palm oil; e S
2. Pilot ISPO certification and traceabrlrty lmtratlves w;th plantatronslmrlis and
+international buyers; and IR PIREIREE :
3. Support actrvrtres for certlfred pa[m 0|| supply chaln 5

Output 5: Natronal and provmmal platforms establrshed to ensure transparency
in support of the SPO rnltlatlve to promote sustamable palm orl

The SPO prOject alms to establlsh sustarnable palm ort p!atforms at natlonal and
provincial levels to ensure transparency, and also to receive inputs from stakeholders
on issues such as smallholder support, environmental integrity, governance and
dispute resolution, ISPO and any other related issues.

Output 5.1: Establish and operationalize National SPO Platform

The SPO national platform is a mechanism for the government, supported by UNDP,
to bring together the public and private sector, as well as other relevant stakeholders,
to collectively promole sustainable production of palm oil at country level and to
support ISPO certification.

As shown in the platform diagram below (Figure 3}, the key function of the platform is
to provide an umbrella structure for the other four outputs discussed above, and
compile all the information and lessons learned from each working group so that key
public, private and NGO sectors can align, take ownership and develop joint actions to
mitigate _the potentially negative social and environmental impacts of palm oil
production and maximize its productivity. National platform support staff will be hired to
coordinate and facilitate the discussions within each working group. They will also be
responsible for keeping participants and relevant stakeholders informed of key
decisions made in each working group and the progress of each working group
towards advancing their outputs. The following table shows the key members of the
national platform:

Public Sector.* - | Public sector institutions: MoA, MoF, MoE, BAPPENAS, Ministry of
i vore i Cooperatives and Small and Medium Enterprise, National Land Agency (BPN),
| Ministry of Trade, National Standardization Agancy (BSN) Locatl governments

Private Sector.. .| Producers, buyers, traders, retailers, Producers associations, chambers of
el gommerce, cooperatives, international commodity organizations, Banking or
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f:nanc;al ent|t|es that provide tlnancmg for productron of palm oll

21 NGOs . (mternatlonal and_domestic) involved: in the palm :0il sector in e|ther
: support for watchdog “roles; . The Prlnces Ralnforest ':Pt’OjeCt WWF
; Greenpeace Solrdandad Sawﬂ Watch s : : :

1 Other Certn‘lcatlon schemes RSPO ISCC

Research ‘institutions and organrzatrons Indonesran umversmes G_erm_arr_
_Development lnstltute (DIE) T B ST

| Smallholder organlzatlons cooperatwes R

[Donors Donor governments -

Tab!e 7: The key members of the natlonal platform : ;_

Natlonal platform meetlngs erI be held at Ieast once a year and may be held more
frequently during the initial. phase or as- 1mportant issues arise. Plenary sessions
consist of presentatlons of issues discussed .during workmg group meetings and will
have the opportunity to contrrbute 1o deflnmg a model for responsrble productron and
trade of palm 0|I in Indonesra D : AT _

Workmg Groups (WG)

SPO platform working groups are.smaller commlttees formed by platform members
who have expertise or a specific mandate regarding & particular issue. '

The SPO project will initially . establish four worklng groups to take the lead on
discussions and activities for each output mentioned in this project document. These
working groups will convene regularly and report back to the plenary.

Task Force

Members of the task force wr!l carry out actrwtles under each worklng groups such as
study/ ‘research ‘and : formatron -of ~curricula : (Smallholders capacity ‘building for
instance), collect mformatron on smaHhoiders problems -on environment issues
(Enwronment) and -land dlsputes or -ather type of .disputes (Governance -and
Mediation). -The . task force for ISPO Standard workmg group wrl! consrst of ‘the
members of ISPO Secretariat. : S _

Output 5.2: Establish and operationalize Provincial SPO Platform

Provincial piatforms will be established in Riau, South Sumatra and West Kalimantan.
These Platforms will be hosted by the local government, including Dinas Perkebunan
and provincial planning agency (BAPPEDA) and will have vertical ties to the National
Platform, which is hosted by MoA. At the provincial level the platforms will serve as a
forum to share best practices and raise any local issues, with the view of facilitating
effective implementation of SPO activities and ISPO certification.

39




NAT!UNAL onTAINABLE PALM OIL PLATFORM

R Sustainat m Ol production and trade
Nation ﬂ.umdmau.rl rer 0: SPO Project E d
Smallholders Environment Governance & ISPO Standards
Capacity Building Management Mediation Socialization
WG & Monitoring WG WG
WG
Focus area: capacitaling Focus area: environment || Focus area: land filles || FOCUS area: clarification and
the smalholders in good and biodiversity protection | | clarification and  land international recognition of
agriculture practices, and GHG  emissions || disputes mediation ISPO standards
environmental awareness, reduction
social economy, simple
management and ISPO Chair: 3 5
compliance Ministry of sl : A Ghuare /
Forestry Presidential Anti-Judicial Ministry of @
Chair: Y Mafia Task Force Agriculture
Ministry of Ministry of % it _ 5%

: ational Land Ministry of ;o=
Agriculture Environment : Agency (BPN) - Trade 7 RR‘
Ministry of @ National Land Nailoral
cooperation WY || Agency (BPN) 8 Standardization  [BSIN)

BAPPENAS E Agency

* Member will be decided later

Smallholders
Capacity Building
WG

Focus area: coordinating
and implementing the
pilot projects discussed
under outputi:
establishing cooperatives
and seedling nurseries,
crop diversification and
land tenure assessment

Chair: Provincial

Government

PROVINCIAL PLATFORMS

One Provincial Coordinator for each pilot province: Riau, South Sumatra, West Kalimantan
Role: Develop strategies for implementation of pilot projects'and other activities at provincial level

Environment

Management

& Monitoring
WG

Focus area:
coordinating and
implementing pilot
projects for four types
of land conversion
modalities discussed
under output 2

Chair: Provincial
Government

Governance &
Mediation
WG

Focus area:
identifying land title
issues, assessingthe
state of conflict
resolution and
mediation mechanism
at the districtand
provincial levels

Chair: Provincial
Government

ISPO Standards
Socialization
WG

Focus area:

assessing the status
and capacity of local
certification bodies
within each province
and identifying any
issues regarding the
ISPO implementation

Chair: Provincial
Government

— Coordination and reporting line

Figure 3: Organization Structure of Sustainable Palm Oil Platforms
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6. MANAGEMENT ARRANGEMENTS

Implementmg Partner

The Ministry of Agriculture (MOA) wril act as implementlng Partner of the PI’OjeCt and
will_appoint the National Project: Director. MOA has agreed with UNDP that all
actlwties will be executed by UNDP. through COSS, thus, the MOA is responsible to
submit BAST (handover dellvery certificate of goods/ser\rlces) srgned by both MOA -

“and | UNDP as attachment to SP3HL-BJS (Authorlzatton Letter of Recognltron of_ S

_ _Grant Goods Ser\nces and Secunhes) to the Mln[stry of mance

In order to ensure the accuracy of BAST UNDP W|Il prowde IVIOA Wlth data on -

quarterly basis wh[ch ConSlStS of at Ieast _ o S .

(i) date of hand over; = : ' - s '

(i) goods: name and prlce (|n etfectlve currency and Indone3|a currency) per ;tem of
handed over equrpment :

(iii) Services; total expenditures (|n effectlve currency and Indonesra currency) for
expert tralnlng and mission. . .. SR

Project Board S e,

The Project Board (PB) wili set the strategrc direction of the pro;ect and oversee the
execution of the project and its activities. The Board WI|[ review and approve any
substantive revisions of the project. PB decisions will be made in accordance with
the principles of Results-Based Management best ‘value for money, farrness
integrity, transparency and comptlance WIth |nternat|onal standards

At a minimum the PB will comprise of ISPO Commlssmn as the Senior Beneflc:ary
and representing the interest of those Who will ultimately benefit from the project, the
Directorate of Perennial Crops of MoA as Executive or implementing partner, and
UNDP as the Senior Supplier. Other stakeholders, including other government
agencies, donors, NGOs etc. can be invited to sit. on the PB. The Project
Management Unit will report regularly to the PB. The NPM and NPD will refer to the
PB when issues exceeding the authority of the NPM/NPD__.arise.

National Project Director (NPD) ' :
The NPD for this project will be the Director of Perennlai Crops within MoA.
Representing the Implementing Partner in the PB as Executive, the NPD is fully
responsible and accountable for project management and implementation, and for
ensuring that a team {Project Management Unit: PMU) in charge of managing day-
to-day project activities is in place and operational. The NPD will also ensure that
approved project annual work plans are in place and that project implementation is in
line with these approved work plans.

e The NPD provides strategic and policy guzdance to the PMU within the
context of the Project Document;

o The NPD ensures that actions financed by the Project are undertaken in strict
compliance with expected project results, resources, work plan and applicable
norms and procedures and certifies substantial progress and financial reports
(FACE form);

e The NPD is responsible for the safekeeping, use, maintenance and good
operational condition of the goods received by the Project. In case of loss
and/or robbery, the NPD is responsible for taking the necessary action to
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- recover the goods, informing UNDP of the administrative and/or legal steps
;_that have been taken. The NPD. s respon5|ble for certtfytng the lnventory of
assets acquured for the prOjeot :

e The Comblned Deilvery Report (CDR) is the ofﬂc;a] accountlng document of
the Prolect It provides detailed information on. prOJect expenditures -of .the
previous year. The. CDR shou!d be re\newed and 31gned by the NPD on an
~annual basis; -

e In addlttOﬂ to the asset lnventory llst and CDR audlt foIIow—up aotlon plan and

o _pl'OjeCt cash posmon shall be certifzed and 81gned by NPD onan annual basns R

e The NPD may, from. tlme to t|me be mwted to part|C|pate |n the meetlngs of
the Outoome Board SRR

e The NPD may delegate hls authonty to the Deputy Natlonal Pro;eot Dlreotor
(DNPD) and shatl accordfngly lnform UNDP AR o _

Pro;ect Management Unlt (PMU)

A profess;onal pro;ect management un!t (PMU) whlch conS|sts of teohnlcal experts
and administrative personnel, will be recruited.- Under the overall direction of the
NPD and day-to-day guidance of the NPM, they will be responsible for the day-to-
day implementation of the project a_ctivities_. The NPM and PMU are accountable to
the NPD for sound administrative and financial management of the project as well as
effective delivery of project activities. Accountabilities of project management are
formally presented to the NPD by timely completion of annual and quarterly work
plans and reports with required supporting documents.

National Project Manager (NPM)

The NPM is responsible for day-to-day management and decision-making for the
project and leading the PMU. The NPM's prime responsibility is to ensure that the
project produces the results specified in the Project Document, to the required
standard of quality and within the specified constraints of time and cost. The NPM
leads the process of developing annual and quarterly work and budget plans
involving relevant stakeholders for the PB approval. The NPM is also obliged to
follow up recommendations that arise from internal monitoring &evaluation, and
audit. The NPM will be recruited by UNDP and has a dual reporting line, both to the
NPD and designated official at UNDP.

SPO Platform

UNDP proposes to assist the Gol to establish and facilitate regular information
exchange platforms that involves stakeholders involved in sustainable palm oil to
ensure fransparency. Key line ministries such as the MoF, Mok, Ministry of
Cooperatives and Small and Medium Enterprise, BPN, Ministry of Home Affairs are
also expected to fully participate in national platform meetings. There will also be
provincial platforms in the pilot provinces, led by the local Government.

Green Commodities Programme

The UNDP Green Commodities Programme was created in 2009 in order to facilitate

private and public funding for projects to reduce environmental impacts and improve
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the “income of “small producers mvoived in supply ‘chains. The UNDP -Green
Commodities Programme also aims to reach out to the private sector to |denttfy and
develop supply chain prOJects for agr;cultural commodities such as for cattle, coffee,
-The GCP will prowde_
techmcal adwsory support services to the . prOJect ‘and. assnstance |n brokenng _
strateglc partnershlps espemaily W|th key globai corporat!ons ' S

cocoa, rubber, cotton, pmeappie Tice, sugar, and palm oil.

Greeh Cor'nodity'Faciliti_es

'GCP/UNDP

Technicat Advisor

PROJECT BOARD
e e S
" Bappenas . - Nlmlstry of Agrlculture 'f R PP fer' G
..'Comfrji_ssi_on 1 h{atl--??a! Pro_je;c.t-:'?_'-f‘_e_ctf”-_(_NPp_-}. ¥ co-Donors o f R
Project Assurance
{UNDP}
Deputy NPD Deputy NPD |- ol -

National Platform
Working Group

National Project Manager (NFM)

Project Management Unit (PMU})

Operation

Finance
Technician

Administration

Maonitoring & Evaluation

Program

¢ Smallholder Capacity Building
* Environment Management
and Monitoring
» Governance & Mediation
* [SPO Standards/Socialization
¢ Marketing and Trade
* National Platform Coordinator
» Provincial Platform Coordinator

Reporting
Coordination

Provincial Platform
Working Groups

Riau
South sumatera
West Kalimantan

7. IMPLEMENTATION ARRANGEMENTS

The project will be implemented under the framework of the UNDP Country
Programme Action Plan (CPAP) 2011 — 2015 applying the National Implementation
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Modality (NIM), where the MoA will act as the Implementing Partner. In line with
the .UNDP. Executive Board .degision DP/2005/3 dated 21 to 28 January 2005,
UNDP s Programme and Operatlons Policies and Procedures (POPP) describes
NIM as the overall management of UNDP. - programme ‘activities in a specrflc
programme country carried out by an eligible national entrty of that country NIM
takes into consideration the technical and administrative capacrty of the. entity . 1o
assume respon3|blllty for mobrllzrng and eﬁectlvely applymg the requ;red rnputs |n_
order to ach:eve the expected outputs ' T e L

'The lmplementlng Partner Is responsrbte and accountable for managsng the prOJect -

mcluding the monitorrng and - evaluatron of prOJect |nterventlons - and achlevmg
project outputs and for the effectrve use of pro;ect resources L :

UNDP has consulted Wsth the Imp[ementlng Partner and agreed to adopt the Dlrect
Agency Implementatlon modality, through. which UNDP. makes obhgatrons and
incurs expenditure ' in support of activities (Country ‘Office Support Services —
COSS) Therefore, UNDP shall act as the Responsible Party to obtam goods and
serwces requrred m the tmplementatlon of the pro;ect o o _

Under the COSS arrangement UNDP will be responsrble for (|) the ldentlflcatlon and
recruitment of project and _programme_personnel, (i) procurement of goods and
services, (iil) the admlnlstratlon of donor financial ‘contributions and, (iv) provision of
other technical or administrative support reqmred to deliver the outputs In providing
these services, UNDP will apply its rules and regulations. The Support Services and
conditions attached to them are described in the Country Office Support Service
Agreement in Annex V. Services provided by the UNDP Country Office, including
those through the COSS modality, will be subject to audit by UNDP's external (the
United Nations Board of Auditors) and/or internal auditors (UNDPS Office of Audit
and Investigation).

UNDP will provide technical guidance, administrative and managetrial support and
oversight to the project. A National Project Director will be appointed by the
Implementing Partner to oversee and provide appropriate guidance to the UNDP-
Project Management Unit, which will manage day to day activities of the project.
However, the Implementing Partner will retain overall ownership of the programme,
including authority to provide strategic guidance and to endorse the project Annual
Work Plan.

With respect to the Government of Indonesia’s reporting procedures on grant
realization, UNDP shall prepare the Minutes of Handover (Berita Acara Serah
Terima — BAST) of Goods and Services to be signed jointly by UNDP and the
lmplementing Partner's Authorized Budget Owner (Kuasa Pengguna Anggaran -
KPA). This will be submitted by the Implementing Partner to the Directorate General
of Debt Management (Direktorat Jenderal Pengelolaan Utang — DJPU) and the State
Treasury Service Office {(Kantor Pelayanan Pembendaharaan Negara — KPPN])
under the Directorate General of Treasury (Direktorat Jenderal Perbendaharaan) of
the Ministry of Finance.

Intellectual Property Rights

Unless otherwise agreed, UNDP shall immediately transfer ownership of all tangible
assets, equipment and technologies to the Ministry of Agriculture andf/or other
designated national entities. The Ministry of Agriculture shall have the right to use
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and modify all such assets, equment and technologies and make them available
for the ‘use to third parties within and outside the country. All such use. shali
acknow]edge the support and contribution of UNDP as ‘appropriate. With respect to
intagible assets such as intellectual. property rights and copyrights as discussed in
the Standard text in Annex VI: SUPPLEMENTAL PROVISIONS TO THE PROJECT
DOCUMENT, ‘the government of Indonesia will hold dlscussmns with the Legal

Office of UNDP. HQ. This ‘project document may be revised subject to the outcome of

those dlscussrons Furthermore UNDP shall recognize ‘and inform any other relevant
_countries or parties of the role. and contnbutlon of the Government of Indonesia with
regards to. the : development of mtanglbte assets through thls pro;ect partlcularly g
mtellectual property rrghts : R _ _ '

8. F!NANCIAL AGREEMENTS el

The actlvmes contalned W|th1n thls Pro;ect Document W|Il be lmplemented usmg the
framework of a standard UNDP Cost Sharing Agreement which requires compllance
with the terms and conditions set forth by reEevant donors (mcludlng corporate
donors) and UNDP rules and regu[atrons ' : :

FlnanCIaI transactlons erI be recorded and monltored ln UNDPs Enterpnse
Resource Planning System ATLAS UNDP will prepare a Combined Delivery Report
(CDR) at the end of each year, which constitutes the official report of project
expendltures for -a given period and which is subject to .annual audit. The
Implementing Partner (NPD) exermses its fmancral accountablllty by signing the CDR
at the end of year. _

UNDP will implement the followmg assurance actl\ntles

1. Periodic spot check reviews of the financial records and contract management
These should be conducted and documented on a routine basis, or when
warranted due to concerns over the functioning of internal controls.

2. Programmatic monitoring of activities following UNDP standards and guidance
for site visits and field monitoring.

3. Scheduled Audit: UNDP projects are audited regularly and the audit findings are
reported to the UNDP Executive Board. The audit of projects provides UNDP
with assurance that resources are used to achieve the results described in the
Project Document and that UNDP resources are adequately safeguarded.
Internal Auditor (Office of Audit and Investigation/OAl of UNDP) or External
Auditor (UN Board of Auditors) will audit project components implemented by
UNDP based on the Country Office Support Services.

4, Special Audit — an audit that responds to special demand.

The results of UNDP assurance activities may lead to changes in the procedures
and modalities, and the type and frequency of future assurance activities.

In addition, for the financial arrangements for the Support Services provided by the
UNDP Country office upon the request of the Implementing Partner, refer to the
conditions and terms described in the Country Office Support Service Agreement in
the Annex V.
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9. MONITORING AND EVALUATION =

An overall programmatic and flnancral monltorrng framework Wi|| be de5|gned to
ensure effective multi- stakeholder (UNDP Government, donors) monitoring for
results supported . through -on-site monltorrng,_regular reportlng, and -financial
expendlture tracking. The. monrtonng framework for thls programme is rntended to
achieve the followmg purposes : : Dl :

1.

P~

o

“'Results-Orientation: Ensure appropriate measurement and assessment of
- programme performance to etfectlvely |mprove performance and aohreve resu|ts .

Quahty Assurance Ensure qualrty in prOJect actlvrtles supported through thrs

-programme to ensure best possrble benefit for beneficiaries, through monltormg

programme dellvery and rdenttfylng issues that need correctlve actron and
ensure that addrtlonal assrstance is provrded early ' : :

Accountabll:ty Ensure accountab:llty in. the use of programme resources
through heavy emphasrs on financial reviews to make sure that funds are ‘being
appropriately used to achieve project outputs ‘and that the |mpiementlng agents
have sufficient oontrois in place to demonstrate that funds are being used
approprlate!y :

Transparency Ensure transparency in programme actlvrtles frnances and
results to all stakeholders.

Leaming: Ensure that the programme has learning mechanisms for purposes of
improving ongoing implementation and guiding new initiatives, and to identify key
lessons learned and successes stories from programme implementation in
relation to mainstreaming disaster risk reduction into the development planning
and implementation processes of UNDP, the Government and development
parthers.

The Meonitoring and Evaluation framework will be established at the initial stage of
the project implementation and be composed of the following components:

1.

Monitoring plan with defined benchmarks, indicators and targets, based on
results and resources framework to be developed by the National Project
Manager (NPM) in consultation with relevant UNDP programme staff and
technical team;

Risk, issues and quality logs to be created by the NPM and relevant
programme officer through clearance from National Project Director (NPD);

Annual project planning (with detailed activities and budget) and reporting to be
conducted by the NPM with support from the Finance and Administrative
Assistant (FAA) and clearance from the technical team;

Quarterly project reporting and monitoring, conducted by the NPM and FAA

(also to include risk and issues monitoring and development of lessons leamned
reports) in consultation with technical team and guidance of NPD;

73



5. Annual project review to be conducted by the Executive Board on the basis of
monltonng reports and products prepared by the project (also to include proposal
for eventuai changes to the project strategy or even prOJect reV|S|on) SR

A quarterly report followmg lnternal Mmlstry of Agrloulture regulatlons W|II be
submitted to the relevant departments “within . the Ministry, from the NPM and
endorsed by the NPD. This report will be based on the: quarterly pro;ect reportlng
‘and’ monitorlng explamed above inciudlng programmatlc and finanmal reports and ;
endorsed by UNDP T _ RN . NI RE :

In order to aoh|eve the detlvery of the above mentioned components and provrde |
evrdences to measure the progress of the vnplementatron the monltonng framework
for thls programme Wllt seek to app]y the foIIowmg pr:nmples :

1. Approprlate Resourclnq of Momtormq The programme WIII dedloate staffrng fo
ensure proper implementation.of monitoring systems, lncludmg monitoring officers
and fmancral monltormg assnstants as well as fmanma[ resources. for monltorlng

2. Lessons from Previous Programmes: The programme will seek to address
lessons from previous . evaluatrons and assessments of UNDP programmes
regardlng monltorlng systems. = - y

3. Result-Oriented: Priority is placed on result monitoring and regularly scheduled
revaew meetlngs to take stock on the achlevement of results.

4. Temp[ate-Based Svstem The programme WI|| seek to apply a template based
system to structure monitoring information and ensure its collection on a regular
basis.

5. Joint Monitoring: When needed, monitoring should include joint monitoring
activities with government and other partners at various levels.

6. Operational Effectiveness: Ensure proper application of UNDP's internal control
framework, and reviews of operational effectiveness.

7. Downward Accountability: The programme will seek to identify monitoring
approaches that promote downward accountability in the monitoring framework.

All main reports documenting the programmatic progress of the Project will be
developed with the approval of the NPD and endorsed by the PB. Regular financial
reports will be submitted to UNDP according to the UNDP financial rules and
regulations. The M&E system will include standard templates (following the Standard
Operation Procedures of UNDP Planning Monitoring and Evaluation Unit and its
Project Management Implementation Guideline (PMIG) 2008, and UNDP rules and
regulations) for the following documents:

- Handover Delivery Certificate

- Quarterly Financial Report

- Annual Report (including financial report)

- Progress Report (including financial report)
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- Mid-Term Evaluation (MTE) Report
- Final Evaluation Report
- Final Report (including lessons learned, financial report and impact analysis)

Type of M&E activity Responsible Budget USD Time Frame
Parties In USD, excluding
project staff time
Combined Delivery NPD None Annually
Reports Project Officer
Issues Log Project Officer None Quarterly
UNDP CO
Risks Log Project Officer None Quarterly
UNDP CO
Programme Staff
Lessons Learned Log Project Officer None Quarterly
UNDP CO
Programme Staff
Mid-Term Evaluation | Project team Mid-term project
USD5,000
Report UNDP CO :
Final Report Proi At least one month
Umf;t éec;"‘m USD5,000 before the end of
the project
Lessons learned Project team To be determined as | Annually
UNDP CO and | part of the Annual
possibly  support | Work Plan’s
from Regional | Preparation.
Office (suggested
formats for
documenting best
practices, etc.)
Audit USD3,000 in total Annually

UNDP CO
Project team

To be included in the
CO audit plan.

TOTAL indicative COST

Excluding project staff time, and UNDP staff

and travel expenses

~ USD 13,000

The project’s financial resources will be managed through a series of controls at
various levels. All financial transactions are monitored, recorded, analyzed and
reported in compliance with PMIG. Approved project budgets and expenditures will
be shared with relevant parties for transparency purposes.

Payments to the responsible parties will generally be made by either the
implementing partner or directly by UNDP. Payments are made on the basis of
payment schedules articulated in the contract or partnership agreement. Payment
schedules are linked into achievement of agreed deliverables and outputs. This
project will be audited following relevant UNDP rules and regulations.
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This M&E ‘Unit will be also responsible for monitoring safeguard compllanoe The
Pro;ect will be cognrzant of the safeguards being developed under UN-REDD, the
Climate, Community and Blod|ver3|ty Alliance (CCBA), and other relevant inltlatwes
The SPO .initiative .intends to give all. relevant stakeholders, [ncludlng |nd|genous o
peoples, local communities and civil soo|ety - subjeot to natlonal leglslatlon and,
where applrcable rnternatlonal instruments — the opportunlty of. full and effectlve )

~participation in planning and rmplementatmn All .UNDP -projects undergo prOJeot._ P

“appraisal commlttee approval ‘before being endorsed ‘by ‘the . -government, which

includes an assessment of the relevance approprlateness sustamabﬂrty, and
effrcrency of the prOJect and any. potentral negatlve impacts. With the SPO. initiative, .

‘approval will also be sought at the provincial level with all key stakeholders before |

|rnplement|ng activities. The pro;ect will ‘also develop ‘and -apply a risk assessment_ o

and monrtormg tool refereﬂomg exrstrng UN REDD methodologres -

10. LEGAL CONTEXT .

This document together with the CPAP S|gned by the Government and UNDP Wh|oh
is lncorporated by referenoe oonstrtute together a PrOJect Document ' >

The Rewsed Basm Agreement for Technrcal ASS|stanoe srgned 29 Ootober 1954
between the Unlted Nations, the International i_abor ‘Organization, the Food and
Agncult_ur_e__ O_rgamzatlon of the United Nations, the United Nations Educational,
Scientific and Cultural Organization, the International Civil Aviation Organization, and
the World Health Organization and the Government of the Republic of Indonesia,

The Standard Agreement on Operational Assistance signed 12 June 1969 between
the United Nations, the International Labor Organization, the Food and Agriculture
Organization of the United Nations, the United Nations Educational, Scientific and
Cultural Organization, the International Civil Aviation Organization, the World Health
Organization, the International Telecommunication Union, the World Meteorological
Organization, the International Atomic Energy Agency, the Universal Postal Union,
the Inter-Governmental Maritime Consultative Organization and the United Nations
Industrial Development Organization and the Government of the Republic of
Indonesia,

The Agreement signed 7 October 1960 between the United Nations Special Fund
and the Government of the Republic of Indonesia, and

All CPAP provisions apply to this document

Additionally, this document together with the CPAP signed by the Government and
UNDP which is incorporated by reference constitute together the instrument
envisaged in the Supplemental Provisions to the Project Document, attached hereto
as Annex VI. References to the Executing Agency in this Annex shall be deemed to
be references to the Implementing Parther: MoA. The Implementing partner shall not
be providing training facilities, land, buildings, equipment under this project.”
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Consistent with the above Supplemental Provisions, the responS|b|I|ty for the safety
and security of the implementing partner and its personnel and property, and of
UNDP’s property in the |mplementlng partner’s custody, rests with the implementing
partner . o : _

Con3|stent wrth the above Supplementat Prowsmns the responsrblllty for the safety
and security of the zmplementlng partner and ‘its personnel and property, and of
UNDP S property in the rmplementlng partners oustody, rests W|th the implementlng _
.sfpaﬂner 3 i OSSR RS MR _ i

The 1mp|ementlng partner shall

put in place an appropnate securlty Plan and malntaln the securlty Plan taklng into
account the securlty sﬂuatron in the country where the pl‘OjeCt is being | carrled .

assume aII risks and_ liablllt:es related to the lmptementlng partners securlty, and the
full rmpiementatron of the secunty Plan S _ _

UNDP reserves _the right to ve_rify W_h_e_th_er such -a Plan is in place, and to suggest
modifications to the Plan when necessary. Failure to maintain and implement an
appropriate seourtty Plan as required hereunder shal[ be deemed a breach of this
agreement. : :

The implementing partner agrees to undertake all reasonable efforts to ensure that
none of the UNDP funds received pursuant to the Project Document are used to
provide support to individuals or entities associated with terrorism and that the
recipients of any amounts provided by UNDP. hereunder do not appear on the list
maintained by the Security Council Committee establlshed pursuant to resolution
1267 (1999). The list can “'be accessed via
http://www.un.orq/Docs/so/committeesM267/1267List_En_q.htm. This provision must
be included in all sub-contracts or sub-agreements entered into under this Project
Document.
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Annex lll: The revised High Conservation Values for Indonesia

Box 1. The Revised High Conservation Values for Indonesia

HCY 1 Areas with Important Levels of Biodiversity *

HCV 1.1 Areas that Contain or Provide Biodiversity Support Function to
Protection or Conservation Areas

HCV 1.2 Critically Endangered Species

HCV 1.3 Areas that Contain Habitat for Viable Populations of
Endangered, Restricted Range or Protected Species

HCVY 1.4 Areas that Contain Habitat of Temporary Use by Species or
Congregations of Species

HCY¥ 2 MHNatural Landscapes & Dynamics *

HCV 2.1 Large Matural Landscapes with Capacity to Maintain Hatural
Ecological Processes and Dynamics

HCV 2.2 Areas that Contain Two or More Contiguous Ecosystems

HCV 2.3 Areas that Contain Representative Populations of Most
Maturally Occurring Species

HCVY 3 Rare or Endangered Ecosystems *
HCVY 4 Environmental Services

HCV 4.1 Areas or Ecosystems Important for the Provision of Water and
Prevention of Floods for Downstream communities

HCV 4.2 Areas Important for the Prevention of Erosion and
Sedimentation

HCV 4.3 Areas that Function as Hatural Barriers to the Spread of Forest
or Ground Fire

HCV 5 HNatural Areas Critical for Meeting the Basic Needs of Local People

HCV & Areas Critical for Maintaining the Cultural Identity of Local
Communities

* Note the phrase “globally, regionally or nationally significant™ has been removed
from the titles of HCVs 1, 2 and 3 to simplify the titles. However, the definitions and
criteria of the revised values remain broadly consistent with the definitions of
globally, regionally or nationally significant as outlined in the Global HCV Toolkit.

Based on HCV network”, there are 6 classifications for HCV in Indonesia; HCV 1 for area with
important levels of biodiversity, HCV 2 for natural landscape and dynamic, HCV 3 for rare or
endangered ecosystems, HCV 4 Environmental services, HCV 5 natural area critical for meeting the
basic needs of local people and HCV 6 for area critical for maintaining the cultural identity of local
communities.

" HCV toolkit for Indonesia, HCV netwark (hitp://www.hcvnetwork.orq)
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Additional infor'mation o'n cateqorization of forest Iand in Indonesia

MoF has class:ﬂed forest based on therr mam funchons (based on PP No 47/1997
UUNo41I1999 PPNo10/2010) SR : e RESI .:'
a. Conservatron farest (HutanKonservasr) forest that preserves blodlversny and ecosystems .
. Sanctuaryforest Glasi : : .
*‘National Park Forest Y

" Nature forestfor tourlsm S
' " Preserves forest S
b Protected forest (Hutanfrndung)‘ :

forest#that protects lrfe and ecology systems espemally"_'-'-_.' N

- supportlng systems for hydrology, controts erosron and flood protects sorI fertlllty and.;-' =

'prevents sea water mtrusron Crlterla :
Forest has field slope 45% or more _ :
:Forest has elevation. 2000 m from. sea surface SoEs ' = RS ER
%' Forest has score 175 of more (calculatlon from several factors such as slope varrous .
“soll, rain mtensrty and balance scale) : LT . L

G. '_Productlon forest (HutanProduksf) forest that can be managed to produce somethmg (forest_
:products) to get its economic values,’ Production forest-can be categorized into two groups
‘namely the rain forests and forest cultrvatlon 'Rain forests are natural. forest, ‘while forest
‘cultivation is. delrberately managed by man, Cultlvatlon ‘man must cut down trees by_
selective Iogglng system whrch Is selectmg the age and S|ze of free. o S A
Divided info 3 groups; o ' : '
. Permanent productlon forest (Hutanproduksrtetap) forest that can be managed to
R -_--_produce forest : product wrth score under 125 out of conservatlon forest and
. ’protected forest areal . i
2. Limited production forest (hutanproduksrterbatas) forest that can be managed to
produce forest product with score between 125 174 out of conservatron forest and
protected forest areal - :
3. Conversion production forest (Hutan yang dapatdlkonversr) reserve forest that can
be converted into other non—forestry util|zat|on .
d. Non-forest Area (APL) S :

The progess of HEAD 0F DISTRECT to reflects forest classrfrcatlon into actual drstrrct Ievel
maps . L :

1. Preparation: for framework methodology and budget : ' :

2. Data collection; administration area, physiography, population data economic, facrlltles and
infrastructure, Land use data (rncludmg forest classmcahon from MoF) spatial desrgn data
and disaster data '

3. Process and analyze the data : : '

4. Formulate the concept of spatial planning; refers to spatral planning in national Level, Spatial
planning in provincial level, the spatial planning guidelines and long term development
planning in district. Technical consultation is necessity to provide good spatial planning.

‘5, Head of district proposed spatial planning design to Dewan Perwakilan Rakyat (Parliament)
and Minister and BAPPENAS for agreement process. Head of district also need o get
recommendation letter from governor to complete this process

6. Evaluation from Governor on approved-spatial planning to reduce negative impacts

7. Head of district creates district regulation on approved-spatial planning

How can we reclassify production forest into protection forest
Under regulation PP no 10 year 2010 there are 2 ways to change forest functions;
a. Change forest functions partially:
1. Requested by Head of district (forest area is in one district) and governor (for forest in
multt districts)
2. MoF establishes TimTarpadu (comprehensive team) to asses, research and survey and
then gives the recommendation to Minister
3. Minister pravides letter of conversion of forest function if MaF agree and rejection letter if
doesn't agree.
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b. Change forest functrons for prownoial area

1.

2.
3

Requested by governor to Minister of Foresiry and will be |ntegrated wrth rewsron of
provincial spatial planning and in provincial regulation S AT

MoF assesses and develops. technloal consultation - . :

MoF. estabhshes TimTerpadu (oomprehensnre team) to assess research and survey

~-and gives the recommendation to Minister. ‘Assessment of envrronmenta! wrll be held |f
‘the modification could polentra!ly give negative impacts, R

‘Minister of Forestry conveys the result to Dewan Perwakrlan Rakyat (Parlrament) for - L

- agreement process. If parliament agrees, MoF ‘will prowde deo|sron Ietter on’ changlng

o .forest functmns and contrary erI provrde rejectlon Ietter

What are the procedures for Iand swa_g_(requested by Governor Head of drstr|ct head of o
company, head of foundatlon) S . o :

a.
b.

C.

Location only in permanent forest production andlor in hrmted productron forest
:Objectives develop permanent nonnforest actmty, _release enclave to manage forest

easier, repair forest boundary .
Replacement land; minimum rat|o 1:2 (forest area is Iess than 30% from total area) and
minimum 1:1 forest area is more than 30% from total area) The requwement
« .. Location, total area, and boundary are clear
s Location is dlrec:tly adjacent with forest
. Could be reforested through convent:onal way
« Conflict free ;.
. Recommendanon from gOVeI‘I’]OI‘ and Head of d|stnot
Pracedures: . -
. 'Requester submrts dooument admlnrstratlon to MoF o v
» MoF establishes Tim Terpadu(comprehensive team) to asses researoh and
survey and then give the recommendation to Minister .-~
+ Minister provrdes persetujuanprinsip (principle . agreement) if MoF agree and
rejection letter if doesn't agree. persetujuanprinsip (principle agreement) will be
valid for 2 years.
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Annex V: COUNTRY OFFICE SUPPORT SERVICE (COSS) AGREEMENT

AGREEMENT BETWEEN UNDP AND THE GOVERNMENT FOR THE__PROVISION OF
' SUPPORT SERVICES St o

. Reference is made to eonsultahons between ofﬂcuats of the Government of Indones;a!Mlmstry of . L '

: '_:'Agnculture (herelnaﬁer referred to as “the Government”) and officials of UNDP ‘with respect to the
. provision of support services by the UNDP- country office for. nat|onally managed programmes ‘and
“oprojects. UNDP- and the Government hereby agree that the UNDP country office may provide such

- support services at the request of the Government through |ts 1nst|tutton deS|gnated in the retevanl B

. programme support document as descnbed below

. The UNDP country offlce may prowde support serwces for asmstance wnth. repcrtlng reqmrements o
.and dlrect payment. In providing such suppart services, the UNDP. country office shall ensure that

' the capacrty of the Govemment -designated institution is strengthened fo enable it to carry out such o

activities directly. The costs incurred by the UNDP country office in prowding such support serwces
shall be recovered from the administrative budget of the offlce L

. The UNDP country office may provsde at the request of the demgnated |nst|tut|on the fo]lowmg
support services for the aclivities of the programme : B .

(a) Identlflcatlon and!or recruttment of project and programme personnel and techmcal expernse
{b) Procurement of goods and services to undertake agreed acttwtles : : .
{c) Administration of the donor contribution; .=+~ SRR '
{d) Management of grant agreements and re!ated dlsbursemente for pl’OjeCt related act|V|t|es
(To be specified in the project details)
. The procurement of goods and services and the recruntment of programme personnel by the UNDP
country office shaII be in accordance with the UNDP regulatlons rules, pollmes and procedures A

. The relevant prevsslons of -the Revised Basic Agreement for Technlcal Assmtance S|gned 29
October 1954 between the United Nations, the Intemational Labolir Organisation, the Food and
Agriculture Organisation of the United Naticns, the United :Nations Educational, Scientific and
Cultural Organisation, the Internaticnal Civil Aviation .Qrganisation, -and ‘the ‘World .:Health
Organisation and the Govemnment of the Republic of indonesm' ‘the 'Standard Agreement on

Organisation, the Food and Agriculture Organisation of the Umted Natrcns the United Nations
Educational, Scientific and Cultural Organisation, the International Civil Awatlon Organisation, the
World Health Organisation, the International Telecommumcatlon Union, the World Meteorological
Organisation, the International Atomic Energy Agency, the Unlversal Postal - Union, ‘the Inter-
Governmental Maritime Consultative Organisation and the _U_n_i_ted_Nat_ions__lnd_uet_nal__ Development
Organisation and the Government of the Republic of Indonesia and the Agreement signed 7
" Oclobar 1960 between the United Nations Special Fund and the Government of the Repuhlic of
Indonesia including the provisions on liability and privileges and jmmunities, shall apply to the
provision of such support services. The Government shall retain overall responsmrhty for the
hationally managed programme through its designated inslitution. The responsmmty of the UNDP
country office for the prowsmn of the support services described herein shall be limited to the
provision of such support services detailed in the annex to the pr_ogramme_ spport docu_r_nent _

. Any claim or dispute arising under or in connection with the provision of euppon services by the
UNDP country office in accordance with this letter shall he handled pursuant to the relevant
provisians of the above mentioned agreements. :

. The manner and method of cost-recovery by the UNDP country ofﬂce in prowdlng the suppart
services described in paragraph 3 above shall refer to the enhanced UNDF’ UPL (Unlversal Frice
List) effective date 1 October 2011.

. The UNDP country office shall submit progress reports on the support services provaded and shall
report on the costs reimbursed in providing such services, as may be required, - :

. Any modification of the present arrangements shall be effected by mutuat wntten agreement of the
parties here to.
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Annex VI: SUPPLEMENTAL PROVISIONS TO THE PROJECT DOCUMENT

Standard annex to project documents for use in countries which are not
parties fo the Standard Basic Assistance Agreement (SBAA)

Standard Text: Supplemental Provisions to the Project Document:
The Tepal Context

General responsibilities of the Government, UNDP and the executing agency

1. All phases and aspects of UNDP assistance to this project shall be governed by and carried out in
accordance with the relevant and applicable resolutions and decisions of the competent United Nations
organs and in accordance with UNDP's policies and procedures for such projects, and subject to the
requirements of the UNDP Monitoring, Evaluation and Reporting System.

2. The Government shall remain responsible for this UNDP-assisted development project and the
realization of its objectives as described in this Project Document.

3.  Assistance under this Project Document being provided for the benefit of the Government and the
people of (the particular country or territory), the Government shall bear all risks of operations in respect
of this project.

4. The Government shall provide to the project the national counterpart personnel, training facilities,
land, buildings, equipment and other required services and facilities. It shall designate the Government
Co-operating Agency named in the cover page of this document (hereinafter referred to as the
"Co-operating Agency"), which shall be directly responsible for the implementation of the Government
contribution to the project.

5.  The UNDP undertakes to complement and supplement the Government participation and will
provide through the Executing Agency the required expert services, training, equipment and other
services within the funds available to the project.

6. Upon commencement of the project the Executing Agency shall assume primary responsibility for
project execution and shall have the status of an independent contractor for this purpose. However, that
primary responsibility shall be exercised in consultation with UNDP and in agreement with the
Co-operating Agency. Arrangements fo this effect shall be stipulated in the Project Document as well as
for the transfer of this responsibility to the Government or to an entity designated by the Government
during the execution of the project.
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' 7. Paﬂ of the Govemment’s p'u*hc:pahon may take the form of a casll conmbutmn to UNDP In SllCll
. cases, the Executing Ageucy will provide the related services and famlmes and wﬂi aecount annua]]y to
_the UNDP and to the Govemment for the expendmne mcurred i . '

: (a) Partmpauonofthe Govenmlem ¥ ':':' S

The Gova‘mnent shall prowde to the project.the services, equipment aud famhhes in the quantitxes R

': ‘lild at the time specxﬁed in the Project Document. Budgetfuy proviston, either in kmd or m cash for the
Govermnent's partm;lpauon so specxﬁed shaﬂ be sei forth in the Pm;ect Budgets s

The Co operatmg Agency slmli as appropnate and m consultatmn thh the Executmg Agency, RECERE
assxgn a director for the projectona fu]l -titne basis. He slnll can'y out such responsxblhhes in the pmject :
as are ass1gnedto lmn by the Co—opemtmg A eucy S . e

'I'he estnnated cost of 1tems mcluded in the Govemment conmbutlon, as detajled in ﬂle Pm}ect :
Budget shall be based on the best information available at the time-of dmftmg the project proposa] Itis
understood that price fluctuations during the penod of execuition of the project may necessitate an - '
_adjusmlent of said contribution in monetary terms; the latter shall at all times be determined by the v'liue
of 1he semces eqmpment and f'tc.lhhes requued for the proper executmn of the proj ect - o

4. Wlthm the gweu uwnber nf man months of personnel services desmbed in the Project Document
minor adjustments of individual assignments of project personnel pmwded byt the Government may | be
made by the Government in consultation with the Executing Agency, if this is found to be it the best -
interest of the project. UNDP shall be 50 mfomled in all mstances where such mmor adjushnents mvolve
ﬂnancm.l unphcatlons s S : : L

'Ihe Govemment shall contmue to pay the locaI salanes and appropnate aHowmces of nahonal
countezpart pemsomlel dumlg the peﬂod of thetr absenre fmm the pro_]ect wlule on UNDP fellowshlps

6. 'I'he Govemment shall defray any customs' duhes and other ch'n?ges related to the clearance of
project equipment, its transportation, hmdimg3 stomge and related expenses within the country. Tt shall
be responsxble for its installation and mamtenance wsurance, and replacement if necessaxy, after
dehvery to the project 51te RERRER : o

7. The Govemment sha]l nmke avaﬂable to the pro;ect s;ubj ect to existmg secunty pI‘OVI.SlOﬂS 'my

published and unpublished reports, maps, lecords and other data which are considered necessary to the
implementation of the project.
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' '-"-"reasouable rents '

B Pateni nghts copyughf :1ghts zmd other sumlar nghts to any dlscovenes or work resu]tmg from -
- _UNDP assistance inrespect of this project shall belong to the UNDP, Unless otherivise. agreed l)y the

- Parties in each case, however, the Government shall have the. nght to use. any suc chscovenes or wo:k

: _‘Wlﬂ.llll the cmmhy ﬁ’ee of myalty and any clmrge of sumlm nature L : .

g 9 The Gﬁvetmnent 511111 ass;st all pro;ect personnel mn ﬁudmg slntable honsmg acconnnodahon at

B 10 'I‘he services and famhhes speclﬁed in the iject Document wiuch are e to be prowded to the pro_;ecl _
. ‘by the Government by means 6f a COﬂh‘Lbllthll in cash shall be set forih in the Project Budget. Payment '
of this amouut shall be made to the UNDP in accmdance w:th the Schedule of Paymeuts by the B

Govenunent ' . T : R SRR

_ _11 Paymeut of the above-mentmued coninbunon tu the UNI)P on or befme the dates specxﬁed in the
: :Schednle of Payments by the Govenunent is a prereqmsﬂe to conunencement or, conhnuahon of pro_;ect
'-'opemtmns R LT, S _ _ : S

(b) E P‘uﬁmpahon of the UNDP and the executn _g_ggencv f A o

The UNDP sha]l pmvxde to ﬂle project through the Executmg Agency the servxces eqmpment and
fac:.hhes described i the Pm_ject Document. Budgetmy provmon fo1 the UNDP contribuhon as spemﬁed
shall be set forth in ﬂle Pro_|ect Budget Lo

The Executmg Ageucy shali cmlsult W:Lth the Govemment 'md UNI)P on the c'mdidahue of the
ij ect Manager a/ who, uvader the direction of the Executing Agency, will be responsnble in the cotntry
for the Executmg Agency's participation in the pro;ect The Project Manager shall supervise | the experts
and other agency personnel assigned to the project, and the on-the -job training of national counterpart
personnel. He shall be responsible for the management and eﬂiment uhhzat:on of alI UNDP—ﬂnauced
mputs mcludmg eqlupmeut prowded to the project : - PR

’I'he Execnhng Agency, in consu!tatmn wuh the Goveunnent aud UNDP shall ass1gn mtematwnal
staﬂ‘ and other personnel to the project as specified in the Project Docutment, select candidates for
fellowslups and determine stsmdmds for the training of national cmmteipeuf pelsomlel

4. Fellowslups shall be 1dmnuste17ed m accordance with ihe feliows}nps regulatlons of the Executing
Agency.

93



E _f ' Govenmlent aﬂd UNDP m accordance mth ﬂl& Execuhng Agency's pmcedm‘es '

5 The Executmg Agency may, mn agrefment w1th the Govemment and UNDP execute part or a]l of
.- -_-the pmject by subcontract.. The. selection of subcontractors shall be made, after consultahon thh the

Ai] matenal eqmpment :md supphes Wlnch are punchased from UNDP resolirces wﬁl be used SPCRNEES

'_ excluswely for the execution of the project, and will remain the property of the UNDP in whose name 1t o
- wwill be held by the Executing Agency Equipment supphed by the UNDP shall be marked w:tth the
. :nsuglm of the ‘UNDP and of the Execulmg Agency _ _ . i : .

A Axmngemen :}ﬁy_b'é . if nec .ssa_ry, for a tempermy transfer of cu.stody of eqmpment to local
authonhes durmg ih' 1fe of the project wﬁhout prejudtce to the ﬁnnl tmnsfe; :

8. Pl‘lOl to compleuon of UNDP ass1stauce to the Pl'Q]ECt the Govenmxent the UNDP -md the -

; 'Executmg Agency shail constilt as to the disposmon of all pm_] ject eqmpment provxded by the UNDP
Title to such eqmpment shall nolmally be transferred to the Government, or fo an entity nominated by the
Government, when it is required for continued operation of the project or for activities following dlrectly
ﬂ1ereﬁ'om 'Ihe UN.DP may, however at 1ts d&screnon, retam hﬂe to part ¢ m 111 of such eqmpment

9_. At an agreed tune aﬁer the complehon of UNDP assmtance to the project the Govemment aud the
.T_}NDP, and if necessary the Executing Ageucy, shall review ﬁ1e actmhes contmmng ﬁ'om or consequent
upos | the pro_| ject w1th a \flew to evaluatmg 1ts results Y ' : _

10. UNDP may release information relafmg to any mvesiment onented pmject to potentml mvestors
unless and wntil the Govemment has requested the UNDP in vmhng to 1esinct the release of mfommnon
relatmg to such pro_1 ect : : _ S :

Rjghts, Facﬂmes, &ﬂdeggs aud Immumhe

1. In accoxﬂance mth the Agreement concluded by the Umted Nntmns (UNDP) and the Govemment
concerning the provision of assistance by UNDP, the personnel of UNDP and other United Nations
o:gamzanons associated with the pro_]ect shall be accorded nghts fac;llhes pnwieges and u:amumhes
specified in said Agreement e . .

2. The Govemment shall gr'mt UN vohmteers 1f such services are requested by the Govemment the
same rights, facilities, privileges and immunities as are granted to the personnel of UNDP.
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The Executmg Agency's contmctors and thezr personnel (except nanonals of the host comlh'y
:_employed locally) slmli AR :

(1) Be immune from legal pfocess in respecf of all aets performed by them in th
.--capamtymtheexecutnonofiheprogect S R

S (B) Be umnune ﬁ*om natmnal sermee obhgatmns

(c) Be mmmne togethel Wlﬂl then' spouses and relatwes dependent on them ﬁom unmjgmtxon
restnctlons S = :

(d) Be nccorded ﬂle pnmleges of brmgmg ulto the cmmtxy neasonable amonnts of forelgn
currency for the purposes of the project or for pemozml use of such personnel, and of withdrawing any
such amounts brought into the country ‘or in accordance with the relevant foreign exchange 1‘egulat10ns
such ammmts a3 Y. be eamed the; ein by such persomlel in the execuhon of the project :

(e) Be accorded together w:th theu‘ spouses "lild relahvas dependent un them ﬂ1e same
repafnatlon faemtles n tlle event of mtematmnal crisis as dlplomat:lc envoys o :

4 - A.H pemonnel of the Execmmg Agency s eonfractors shaH enjoy mvmlabmty for a].l papefs and
doc&ments rehhng to fhe pro_;ect

5. . The Goveﬂuneuf shall either. exempt from or bear the cost of any | taxes, duhes fees or Iewes wlnch
it may impose on any firm or organization which may be retained by the Executing Agency and on the
personnel of any such ﬁjm or o1gmnzat10n, exeept for nationals of the host cuuntry employed locally,
respectof S : R _

(a). The s'llanes or wages e'lmed by such personuel m the execuhon of the project

(b) Any equipment, materials and supplies brought into the colmhy for the purposes of the
project or wluch, aﬁer havmg been brought mto the colmﬁy may be subsequeutly withdrawn therefrom;

(c) Aﬂy substantlal quanhtles of eqmpment matenals and supphes obtamed lomlly for the
execution of the project, such as, for example, petrol and spare parts for the operation and maintenance of
equipment mentioned under (b), above, with the provision that the types and approximate quantities to be
exempted and relevant procedures to be followed shall be agreed upon 3 with the Government and, as
appropriate, reeorded in the Pro_;ect Document and
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JRRRAR (. ) As n the case of concessmus curremly granted to UNDP :md Executmg Agencys persomlei
: _any propeny brougbt, mcludmg one privately owned automoblle per employee by the firm or = -
“.organization or s pers:mnel for their personal nse or consumpnon or which after havmg been brought
: Imto lhe countly may subsequent]}f be w:thdr'mrn tlma‘cﬁ’om upon depam:rc of such personnel

6 The Gomrumentshall cnsurc ShEa

- (a)_ : 'prompt clearance of experts zmd othef persons perfonmng SE’I’V].CES in respect of tlus pro_;ect

® the prompt felease ﬁom customs of

:_'(i)_ eqlupxuent matenals and supphes requn’ed m connecnou \\mh tlus projecl zmd

(u) property belongmg fo aud mtmdf:d fm‘ the personﬂl use or consmnptlon of the personne] of
the UNDP, its Exectmng Agencses ‘or other persons pcrfomnng services on t]mr
behalfm respect of tIns pro;ect except for Ioca!ly recnuted personnel

7. ’I’he pnwleges and 1mmumt1es refen'ed to m the pamgmphs above to quch snch ﬁrm or ot
organmanon and its petsmmel may be enut]ecl, may be waived by the Executmg Agency where, inits
opinton of in the opinion of the UNDP, the mmmmty would Jimpede the course of justice and canbe -
waived thhout pfc_[l‘ldlf.‘é‘ to the successﬁll compleliou of the pm_;ect or to the 1ﬂ1erest of the UNDP of ﬂle
Executmg Agency : S - S

.8 The Executmg Ageucy shall prov:de the Gow emmcut tl:rongh the rcs:dent representatwe w:th the
list of personnel to whom 111e pmfxleges and unmumnes enmneraied above shall apply .

9. Nolhmg in this Prqect Document or Annex sha!l be constmed to Inml the nghts facxhtxes
pnwleges or :mmumnes confmed n a.ny other lustmmeut upon any pevson natu:al or Jlmchcal refen‘ed
to hereundef. S '

S___ngensmn or temiinatioh Of nssistanc R

1. ’Ihe UNDP mny by written notice to lhc Government and to the Executmg Agency concemed
suspend its assmtance to any project 1f mthe judgemeut of the UNDP any circumstance arises whch
interferes with or threatens to mtetfere with the smccessﬁxl completxon of the project or the -
accomphslmleut of its puqmses The UNDP may, in the same or a subsequent written notice, indicate the
conditions under which it is prepared to resime its assistance to the project. ‘Any such suspension shatl
continue mml such time as such conditions are accepted by the Government and as the UNDP shalf give
written notice to the Government and the Exécuting Agency that it it prepared to resnme its assistance.
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If any sxtuatton referred to in paragraph 1 above shall contmue for a penod uf fom'teen days aﬂer IR
- -'_notlce thereof and of suspension shall have been given by the UNDP to the Government and the -

.. Executing Ageucy ‘then at any time thereafier -during the continnance thereoﬂ the UNDP may by wnttem L
. 'notice to the Govemment and the Execmmg Ageucy temmte the pmject

3. 'I‘he prowsxoms of tlus paragraph shall be wlthom prqudme to any other nghls or remed1es the
UNDP may have in the cu‘cumstmlces wheﬂxer Lmder geneml pnnmpies of law or otherwlse
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