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Indonesia has imposed Reforestation Insurance Fund for timber exploitation. This fund has been intended to cover reforestation of the over logged areas.
There are special funds allocated for special programs, such as those especially raised for the Tesonelo NP Trust Fund, Heart of Borneo Trust Fund, and Yayasan Kehati (the Indonesia Biodiversity Foundation)

Indonesian Biodiversity Foundation (KEHATI)

The Indonesian Biodiversity Foundation, better known as KEHATI (Yayasan Keanekarangaman Hayati), was established in 1994 by the signing of a Memorandum of Understanding between the US Agency for International Development (USAID) and KEHATI. KEHATI’s mission is to promote conservation efforts as well as the sustainable use of Indonesia’s biological resources by way of funding of biodiversity conservation activities. KEHATI’s role has changed over the years. Initially established to promote biodiversity conservation at the level of species conservation through grant-making, it has broadened its focus to also serve as facilitator and public advocacy arm for community-based biodiversity conservation.

Origin of Fund

In 1994, the United States, through USAID, agreed to fund an endowment for an Indonesian biodiversity foundation governed by an Indonesian Board of Directors. Thus, KEHATI was formed. In 1995, KEHATI and USAID signed a ten-year (1995-2005) Cooperative Agreement, which provided a grant in the form of a $16.5 million endowment fund to ensure the continuation of KEHATI as a grant making foundation. USAID also agreed to disburse a total of $2.5 million to support the first five years of KEHATI‘s operation. In its first two years, KEHATI focused efforts on forming its organizational structure, operational framework, and Board. Between 1995 and 1998, KEHATI‘s mandate was mainly that of a grant-making institution, supporting biodiversity conservation at the species level. In 1999, it shifted its focus towards community based biodiversity conservation, and in 2002 added additional emphasis to its role as a grantmaker and facilitator to serve as a policy advocate for sustainability and community-based resource management. KEHATI‘s focus, according to its strategic plan in the next four years (2008-2012), is reducing threats to biodiversity loss and increasing ecosystem resiliency. Since it was founded, KETHATI has established a nationwide reputation as a leader in protecting biodiversity in Indonesia.

Board Composition

As an independent foundation, KEHATI is governed by a Board of Trustees composed of 21 distinguished Indonesians, representing scientists, academics, NGO leaders and the business community. Professor Emil Salim is the Chairman of the Board of Trustees and has also served as the Minister of Environment of Indonesia in a former capacity.

Fund Operations

The operations of KEHATI are guided by a Strategic Plan. The Advisory Board is responsible for budgeting and establishing the general policy and guidelines for fund management and operations. The Executive Board assumes the role of establishing operational policies, setting priorities for annual programs, monitoring program execution, and hiring the Executive Director of KEHATI. The Supervisory Board is in charge of supervising the implementation of the policies. The Executive Board and the management are assisted by special committees, including the Grant-making Committee, the Investment Committee, and the Resource Mobilization Committee. The Executive Director and staff oversee and manage KEHATI‘s programs and activities on a day-to-day basis, including budget/financial management, staff issues and general affairs, grant administration and other miscellaneous activities.

Funding and Fundraising

Annual income from the initial USAID funded endowment has constituted a pool which funds both operating expenses and the grants program. A cooperative agreement between USAID and KEHATI allowed until March 2005 ultimate US control over the investment funds and supervisory financial purview of the Foundation.

KEHATI has explored several fundraising strategies in the recent past, including raising funds through private sector donations for the ―Green Fund,‖ a single purpose investment instrument where income earned would support additional environmental causes. A mass mailing campaign targeting the general public was also initiated throughout Indonesia. Both attempts were slow in progress due to lacking legal incentives (tax deductions for donations) and general infrastructure allowing for effective mail delivery. Fundraising is expected to take two strategic approaches: grass-roots fundraising through awareness building, and targeting Board member contacts and networks.

Investment Management

KEHATI‘s policy is to maintain an asset mix of 60 percent equity and 40 percent fixed income. Through this traditional asset mix, KEHATI has been able to maintain its strategic objective and planned funding of programs, and be a reliable provider of support for environmental causes, even in tough economic times. KEHATI‘s performance situates very well when compared overall to the investment returns of US private, community and public foundations.

Activities Supported

KEHATI views itself as a ―Grant-making Plus‖ organization that supports biodiversity conservation in Indonesia. As such, KEHATI‘s activities range from protected areas and local natural resources management in various ecosystems, including semi-arid, agro-biodiversity and coastal and small-island habitats. KEHATI further provides technical assistance to local partners, particularly relating to community organizing, local management activities (including administration, finance, program development, report writing, proposal development, mapping, monitoring, etc.), and with issues relating to community-based conservation (including sustainable economic development, agro-business and eco-tourism).

Monitoring and Evaluation

KEHATI and its local partners base their work on an annual workplan, also known as the Logical Framework Analysis. However, during the last USAID-conducted evaluation in 2005, KEHATI was unable to point to specific indicators or benchmarks for monitoring the workplan activities. KEHATI now has data available that covers the duration of grant period, total grant funds, and matching funds from other donors; however, some data, including monitoring for level of income and areas covered by the grants are yet to be compiled. The organization had rather focused its efforts on establishing and measuring the process rather than the output, outcome or impact of its projects. Thus, the indicators used to measure the level of success were through project completion and grants disbursements.

KEHATI has encouraged its partners to be transparent in the program planning and implementation process and has sent its staff to the field to observe and provide input and assistance when needed. KEHATI conducts two visits to each project area annually, usually around evaluation periods, and spends about one week per visit.
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Indonesia Climate Change Trust Fund (ICCTF) 

The Government of Indonesia (GOI) is currently developing a 20 year Climate Change Sectoral Roadmap (CCSR), and is in the process of establishing a dedicated funding vehicle known as Indonesia Climate Change Trust Fund (ICCTF) to address the emerging and immediate needs of CCSR program investments. The ICCTF in designed to link the international architecture for climate change with national investment strategies, with the aim of becoming a showcase of innovative climate change financing owned by government, in an efficient, transparent and accountable manner.

The reason for choosing the national trust fund model for these purposes was that it is viewed as the most suitable instrument to reduce transaction costs by reducing the number of free-standing projects and programs, and by harmonizing the financing into “basket funds”. Owned and managed by the government, the creation of this fund is fully consistent with the government efforts to strengthen the effectiveness of national ownership over development as outlined under the Jakarta Commitment of 2008.

The design of the ICCTF is guided by a number of principles. The ICCTF is to mainstream not only sustainable development, but good governance, as well as civil society participation and local community empowerment. It is to ensure that all eligible Indonesian institutions have access in a balanced and equitable manner. The funding of activities is to be country-driven, taking in particular account of national development plans. The governance is to be transparent and open, with independent monitoring, evaluation and financial audits (including the use of international fiduciary standards).

The ICCTF is likely to cover two funding mechanisms. The first is an Innovation Fund, to be replenished through bi- and multilateral non-refundable contributions. It is to be used for activities with indirect economic and social benefits that will not provide any direct financial return to the participants.

In a second stage, a Transformation Fund may be introduced where funding sources such as domestic funds, loans, all the international funds under the UNFCCC, and the world capital market would generate direct financial revenues and support stakeholders including both the government and private sectors, in mobilizing investment in a low-carbon economic development path.
The Aceh REDD+ debt for nature swap

The U.S. Government announced in June 2009 that it would cancel nearly USD 30 million of debt payments owed by Indonesia in return for increased protection of Sumatra’s forests, in a deal supported by Conservation International. The swap means that the Government of Indonesia will pay the nearly USD 30 million to a trust fund over eight years which will issue grants for critical forest conservation and restoration work in Sumatra.

The debt for nature swap is the first ever in Indonesia under the U.S. Tropical Forest Conservation Act as well as the largest of its kind so far. It will lead to increased protection of 13 important areas of Sumatran rainforest that are home to hundreds of species of important and threatened plants and animals.

It has been made possible by a contribution of USD 20 million from the U.S. Government under the Tropical Forest Conservation Act and the commitment of USD 1 million each by Conservation International and the Indonesian Biodiversity Foundation (Yayasan Keanekaragaman Hayati Indonesia, or KEHATI) as part of the deal. Conservation International’s Global Conservation Fund also helped design and negotiate the swap. Every USD 1 will bring more than USD 1.3 worth of conservation on the ground in Sumatra.
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