Draft 1.6 | April 29 th, 2020

Benefit Sharing Plan
East Kalimantan Jurisdictional Emissions Reduction,
INDONESIA

Benefit Sharing Plan
East Kalimantan Jurisdictional Emissions Reduction,
INDONESIA

The Ministry of Environmental and Forestry
and
The Provincial Government of East Kalimantan

Document Control
Draft 0
: Preliminary scratch draft, circulated informally within KLHK, DDPI, and World Bank, dated May
th
19 , 2019
Draft 0.1
: Incorporated written input from DDPI and the World Bank
th
Incorporated discussion results with KLHK (May 27 , 2019)
th
Incorporated discussion results with World Bank (May 29 , 2019)
th
Incorporated discussion results with DDPI (June 13 , 2019)
Draft 0.2
: Incorporated inputs from the Aide Memoire Joint Mission in Jakarta, June 24-28, 2019.
Draft 0.3
: Incorporated inputs from the conference call on June 12, 2019.
Draft 0.4
: Incorporated unsolved inputs from the Aide Memoire Joint Mission Jakarta, June 2019.
Draft 1.0
: Incorporated inputs from WB Mission in Samarinda, September 9-13, 2019
rd
Draft 1.1
: Incorporated inputs from discussion with the Ministry of Finance, September 23 , 2019
Incorporated inputs from East Kalimantan BSM Team received on September 25, 2019
th
Incorporated inputs from the Ministry of Home Affairs, September 27 , 2019
th
Draft 1.2
: Incorporated written inputs from the World Bank, October 8 , 2019
Incorporated inputs from the discussion between the World Bank and BLI at the FCPF meeting,
th
November 13 , 2019
Incorporated inputs from the discussion between the World Bank and BSP team at the WB office,
rd
Jakarta, December 3 , 2019
th
Draft 1.2
: Incorporated written inputs from the World Bank, December 9 , 2019
Dec.
th
th
Draft 1.3
: Incorporated written inputs from the FCPF Appraisal Mission, February 10 – 13 , 2020
st
Incorporated written inputs from the East Kalimantan Government, February 21 , 2020
th
Draft 1.4
: Incorporated written inputs from the World Bank received on March 18 , 2020
th
Incorporated written inputs from the East Kalimantan Government received on March 27 , 2020
th
Draft 1.5
: Incorporated discussion results on April 17 , 2020
th
Incorporated written inputs from the East Kalimantan Government received on April 17 , 2020
rd
Incorporated discussion between MoEF and the World Bank on April 23 , 2020
Draft 1.6
: The FPIC process timeline was updated
Accepted by the World Bank as the advance draft BSP

2

Contents
Abbreviation ........................................................................................................................................... 4
1

2

3

4

INTRODUCTION .............................................................................................................................. 5
1.1

Background of ER Program ..................................................................................................... 5

1.2

General Principles of BSP ....................................................................................................... 6

1.3

Legal Framework for BSP ........................................................................................................ 6

BENEFICIARIES ................................................................................................................................ 8
2.1

Categories and Rationale of Beneficiaries .............................................................................. 8

2.2

Eligibility Criteria .................................................................................................................. 11

2.3

Condition for Payment ......................................................................................................... 11

BENEFITS ...................................................................................................................................... 12
3.1

Description of Benefits ......................................................................................................... 12

3.2

Specific Benefits by Beneficiary Group ................................................................................. 13

BENEFIT DISTRIBUTION ................................................................................................................ 15
4.1

4.1.1

Responsibility ............................................................................................................... 19

4.1.2

Performance ................................................................................................................. 20

4.1.3

Reward ......................................................................................................................... 23

4.2

5

6

Criteria and Proportion of Benefits ...................................................................................... 15

Processes and Timelines for the Benefit Distribution .......................................................... 24

4.2.1

Process for the distribution of benefits (Flow of Funds) .............................................. 24

4.2.2

Timelines for the distribution of benefits ..................................................................... 27

MONITORING ............................................................................................................................... 27
5.1

Institutional Arrangements .................................................................................................. 27

5.2

Reporting .............................................................................................................................. 28

5.3

Safeguards ............................................................................................................................ 30

CONSULTATION & COMMUNICATION ......................................................................................... 31
6.1

Summary of consultations and incorporation in BSP ........................................................... 31

6.2

Consultation Plan ................................................................................................................. 36

6.3

Feedback and Grievance Redress Mechanism (FGRM) ........................................................ 36

3

Abbreviation
BAPPEDA
BLU
BPDLH
BPN
BPS
BSP
DGCC
DPMPD
ER
ERPA
ERPD
FCPF
FMU
GHG
HCV
ISPO
IUPHHBK
IUPHHKHA
IUPHHKHT
IUPHHKRE
IUPJL
MMR
MoEF
MRV
NFMS
OPD
PNBP
POM
REDD+
RIL-C
SF

:
:
:
:
:
:
:
:
:
:
:
:
:
:
:
:
:

Badan Perencanaan Pembangunan Daerah, Provincial Planning Agency
Badan Layanan Umum, Public Service Agency
Badan Pengelolaan Dana Lingkungan Hidup, Environmental Fund Management Agency
Badan Pertanahan Nasional, National Land Agency
Badan Pusat Statistik, Central Bureau of Statistics
Benefit Sharing Plan
Directorate General of Climate Change
Dinas Pemberdayaan Masyarakat dan Pemerintahan Desa, Community Empowerment Services
Emissions Reduction
Emissions Reduction Purchase Agreement
Emissions Reduction Program Document
Forest Carbon Partnership Facility
Forest Management Unit, KPH
Green House Gasses
High Conservation Value
Indonesian Sustainable Palm Oil (ISPO)
Izin Usaha Pemanfaatan Hasil Hutan Bukan Kayu, Non-Timber Forest Product license

: Izin Usaha Pemanfaatan Hasil Hutan Kayu - Hutan Alam, logging concession
: Izin Usaha Pemanfaatan Hasil Hutan Kayu - Hutan Tanaman, timber plantation
Izin Usaha Pemanfaatan Hasil Hutan Kayu - Restorasi Ekosistem, restoration ecosystem
: concession
: Izin Usaha Pemanfaatan Jasa Lingkungan, Environmental Services license
: Measurement, Monitoring, and Reporting
: Ministry of Environment and Forestry
: Monitoring, Reporting, and Verification
: National Forest Monitoring System
: Organisasi Perangkat Daerah, sub-national technical-unit organization
: Penerimaan Negara Bukan Pajak, non-tax revenue
: Project Operation Manual
: Reduced Emissions from Deforestation and forest Degradation
: Reduced Impact Logging-Carbon
: Social Forestry
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1 INTRODUCTION
1.1 Background of ER Program
The East Kalimantan Jurisdictional Emissions Reduction Program (ER Program) is a national project to
reduce deforestation and forest degradation. This program covers 12.7 million ha of East Kalimantan
Province of which 6.5 million ha (54%) is still covered by tropical rainforests which are home to a
wealth of globally significant biodiversity, and that support indigenous and other local communities.
Between year 2006 and 2016, around 15% of that forest was lost mainly due to the expansion of oil
palm areas, timber plantations and mining. It is expected that those drivers will be addressed in this
ER Program by improving land governance, improving livelihood of local communities, developing &
implementing policy that supports habitat and species protection, and enabling active participation
by stakeholders in reducing deforestation and forest degradation in their areas. The ER Program will
support a combination of enabling conditions and promotion of sustainable management practices to
address the underlying drivers of emissions. As much as 86.3 million tCO2e of (gross) emission will be
reduced over a five-year period (2020-2024) by this ER Program1. The Accounting Area for the ER
Program covers the entire boundary of the East Kalimantan Province, covering seven districts and
three cities, 103 sub-districts, and 1,032 villages (BPS, 2017), and is not only limited to the state forest
in the East Kalimantan Province.
The ER Program will be implemented by all beneficiaries with the Ministry of Environment and
Forestry (MoEF) and the East Kalimantan Provincial Government as the responsible bodies for
managing the proposed ER Program. Relevant agencies in the central, provincial, and districts
governments will be involved in the project implementation following the directions of the MoEF and
East Kalimantan Provincial Government. Private sectors and local communities within the East
Kalimantan Province jurisdiction will also implement the ER Program according to the specific roles
and responsibilities agreed and written in the Emissions Reduction Program Document (ERPD). The
non-government institutions will be involved and become the government’s partners in implementing
the ER Program.
The ER Program will generate benefits to the beneficiaries from the ER payments. The ER Payments
are the entire volume of ER paid to Indonesia in a given reporting period. There will be three reporting
period followed by three ER payments1. The first reporting period is planned from June 18th, 2019,
when Indonesia’s program was unconditionally selected into the portfolio until December 31st, 2020
which will then be followed by the first payment in year 20212. The second reporting period will be
from January 1st, 2021 until December 31st, 2022 which will then be followed by the second payment
in year 2023. The third reporting period will be from January 1st, 2023 until December 31st, 2024 which
will then be followed by the third payment in year 2025. The mechanism in distributing the ER Program
benefit is described in this Benefit Sharing Plan (BSP) document.
This BSP was built on the description in the ERPD, designed to elaborate the benefit-sharing
mechanism for monetary and non-monetary benefits, and prepared as part of the consultative,
transparent and participatory process for the ER Program. This BSP is designed to reach a diverse
group of beneficiaries including four levels of government (National, Provincial, District, and Village),
private sectors (palm oil and timber/forestry), and local communities that are often located in remote

1

Subject to ERPA negotiations
A due diligence report needs to be submitted by the Government of Indonesia to the World Bank, to determine
safeguards compliance for ER generated prior to ERPA signature
2
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villages and may not have official titles to their land. The eligibility criteria for beneficiaries are
designed to ensure all relevant contributors to emissions reduction receive benefits from the program.
The ER Program benefit will be transferred to all beneficiaries by the newly formed Environmental
Fund Management Agency (Badan Layanan Umum - Badan Pengelola Dana Lingkungan Hidup/BLUBPDLH) at the national level based on the beneficiaries’ performance in implementing the ER Program.
The provincial government will report to the national government on the ER Program implementation
performance, and consequently make the key decisions for benefit disbursement at the sub-national
level. Furthermore, benefits will not be allocated merely on the amount of reduced emissions during
the ERPA term but also on the past-sustainable practices by local communities (especially adat
communities) who have managed their forests sustainably for decades. Hence, this BSP document is
designed in a transparent and participative manners to intensify stakeholder’s involvement and
facilitate beneficiaries’ interest and needs.

1.2 General Principles of BSP
The BSP is a plan to distribute monetary and non-monetary benefits to beneficiaries in the ER Program
(FCPF Carbon Fund Methodological Framework, 2016). The BSP is developed based on the ERPD
version May 2019 and follows the FCPF Carbon Fund Methodological Framework (2016), thus it is
aligned with and supports the ER Program. It is expected that the BSP will encourage improved forest
management and help address the drivers of deforestation and forest degradation (Denier et al. 2014).
The general principles of the BSP are transparency, effectiveness, respect for customary rights to lands
and territories, reflecting broad community support, and consistency with clear legal status on rights
to carbon and relevant lands. This BSP was developed through transparent and participative work of
relevant stakeholders.

1.3 Legal Framework for BSP
Key regulations related to the BSP are as follows:
•

•

•

•

•

•

Republic of Indonesia Constitution 1945, Article 33 Point 3 which constitutes that all natural
resources should be managed by the country and will be used for the wellbeing of
Indonesians. The benefit from this ER Program is also a subject to this constitution, thus should
be managed by the government.
Law No 41 year 1999 on Forestry Law. This law forms the basis for forestry schemes in
Indonesia, regulates the distribution of state forest and non-state forest land, and describes
the authority for the management of land which defines the ER Program actors and
beneficiaries.
Law No 17 year 2003 on State Finance. This law forms the country’s financial procedures,
regulations, terms, including the correlation between central, sub-national, and foreign
institutions. The benefit sharing distribution from the national until the sub-national follows
this law.
Law No 32 year 2009 on the Protection and Management of the Environment which includes
the mandates to establish the economic instrument, which ultimately creates the BLU-BPDLH
that plays important roles in managing the benefit from this ER Program.
Law No 12 year 2011 on the Establishment of Laws and Regulations including the procedures
to establish the Governor and District regulations. This law forms the foundation for subnational governments in developing policies that support the ER Program implementation.
Law No 23 year 2014 on Local Government which shifts the authority for issuing mining and
logging permits from districts to provincial government, thus any benefit sharing
implementation to the mining industry will be regulated at the province level. This law also
6

•

•
•

•

•

•
•
•
•
•
•

•

•
•
•

•

•

•

distinguishes the roles and responsibilities of sub-national government with the national
government.
Law No 6 year 2014 on Village Government including the village governance, village
development, and community development. This law enables community to directly receive
monetary transfer (benefit sharing) from the national government through the village
government.
Government Regulation No. 23 year 2005 on Public Finance Service (BLU) which regulates the
establishment of the BLU-BPDLH that manages the ER payment at the national level.
Government Regulation No 2 year 2012 on Regional Grant which regulates grants for and to
regional governments including Governor, District Head, and local government organisations,
including how to categorize the payment from this ER Program.
Government Regulation No 74 year 2012 on the amendment of Government Regulation No.
23 year 2005 on BLU which regulates the establishment of the BLU-BPDLH that manages the
ER payment at the national level.
Government Regulation No 45 year 2013 on Implementation Procedure for Regional Revenue
and Expenditure Budget including the budget arrangement for ER Program implementation at
the regional level.
Government Regulation No 46 year 2017 on Environmental Economic Instrument that support
the establishment of BLU-BPDLH that manages the ER payment at the national level.
Government Regulation No 28 year 2018 on Regional Cooperation which regulates the
procedures in making agreements between regional governments and other parties.
Government Regulation No. 12 year 2019 on Local Fund Management.
Presidential Regulation No 16 year 2018 on Procurement of Goods and Services which
regulates the procurement process and budget arrangement for ER Program implementation.
Presidential Regulation No 77 year 2018 on Management of Environmental Funds that
support the establishment of BLU-BPDLH that manages the ER payment at the national level.
Minister of the National Development Planning/Head of Bappenas No 4 year 2011 on the
Procedures for Planning, Proposal Submission, Assessment, Monitoring and Evaluation of
activities financed by Foreign Loans and Grants which regulates the financial process in using
ER payment.
Minister of Finance Regulation No 191 year 2011 on the Procedure for Grant Management
which provides more detailed procedures on managing foreign grants including the ER
payment.
Minister of Finance Regulation No 137 year 2019 on organisational and governance of BPDLH
(Badan Pengelolaan Dana Lingkungan Hidup).
Ministry of Finance Decree No 779 year 2019 on BPDLH as a work unit of BLU.
Minister of Home Affairs Regulation No 39 year 2012 on the Guidelines for Grants and Social
Aid from Regional Revenue and Expenditure Budget that regulates the financial arrangement
from ER payment for beneficiaries at sub-national level.
Minister of Home Affairs Regulation No 52 year 2014 on the Recognition and Protection of
Adat Community. This regulation recognizes adat community and protects their land tenure
rights which will enable them to participate in the program and receive the ER Program benefit
legally.
Minister of Home Affairs Regulation No 113 year 2014 on the Village Income which enables
community to directly receive monetary transfer (benefit sharing) from the national
government through the village government.
Minister of Environment and Forestry Regulation No P.32 year 2015 on the State Forests
which defines the procedures for local communities for registering land as a titled forest
(hutan adat).
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•

•

•
•
•
•

•

•

•
•

Minister of Agraria and Spatial Planning Regulation No 10 year 2016 on Registration of Land
Rights which regulates the registration of communal adat land rights on adat law community
land within the state forest area.
Minister of Finance Regulation No 224 year 2017 on the Grants from the National Government
to the Regional Governments including the financial arrangement of the ER Payment from the
national to sub-national governments.
Minister of Environment and Forestry No P.70 year 2017 on the Procedure for REDD+
Financing which provides financing procedures for this ER Program.
Minister of Home Affairs Regulation No 20 year 2018 on the amendment of Minister of Home
Affairs No. 113 year 2014 on village financial management.
Governor of East Kalimantan Provincial Regulation No 1 year 2015 on the recognition and
protection of indigenous peoples, as community basis to be an ER Program beneficiary.
Governor of East Kalimantan Provincial Regulation No 1 year 2016 on the spatial planning in
East Kalimantan for the period of 2016 to 2036, and the resolution of communal rights and
land claims within the state forest area. This regulation serves as the foundation in preparing
the ER Program activities which will be used to identify beneficiaries in this ER Program.
Governor of East Kalimantan Provincial Regulation No 7 year 2019 on Climate Change
Mitigation and Adaptation which regulates the ER Program implementation in East
Kalimantan Province.
Forthcoming Governor of East Kalimantan Provincial Regulation on Benefit Sharing
Mechanism from GHG Emissions Reduction Program in East Kalimantan Province which
specifies the eligible activities under the ER Program and the mechanism to distribute the
benefit.
Forthcoming BPDLH President Director regulation on financial management aspects of the ER
Program in Indonesia.
Forthcoming BPDLH President Director regulation on BPDLH Standard Operating Procedure
(SOP) which will regulate the SOP for the FCPF ER payments.

2 BENEFICIARIES
2.1 Categories and Rationale of Beneficiaries
Beneficiaries are the recipients of monetary and non-monetary benefits which may include subentities and other relevant stakeholder (FCPF Carbon Fund Methodological Framework, 2016). The
categories of beneficiaries are consistent with the key roles and responsibilities in (i) policy
development, implementation and administration by government institutions; (ii) the implementation
of activities under the ER Program on the ground; and (iii) the rights to benefits due to rights to land
where ERs take place. Thus, the following beneficiaries are identified:
•

Government institutions involved in policy development, and program management at the
central government level, and at the subnational levels. This also includes the National Park
Agency/Conservation Management Unit who manage the conservation areas at the subnational level (MoEF Technical Implementation Unit at the sub-national level); the Forest
Management Units (FMUs) who administer forest land under the sub-national government;
and village governments that are more directly involved in implementing ER activities. The
roles and responsibilities of the different levels of government follow the existing laws and
regulations in Indonesia that distinguish the authority of national and sub-national
governments. The national government will engage in memorandum of agreements with the
sub-national governments to describe the roles and responsibilities of each government
entity.
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•

•

Private sector includes those stakeholders that implement ER activities, including estate crop
companies, smallholders and various types of forestry concessions such as logging concession
(IUPHHK-HA), timber plantation concession (IUPHHK-HT), restoration ecosystem concession
(IUPHHK-RE), Non Timber Forest Product concession (IUPHHBK), and Ecosystem Service
concession (IUPJL). Private sector companies and stakeholders will only be rewarded if they
perform beyond compliance and do more than their business-as-usual activities. Mining
companies are not an included as beneficiaries as they will not implement any ER activities3.
Local communities including Adat4 Community who live inside or close to areas where ER
activities are implemented, or who implement activities that lead to ERs such as alternative
livelihoods, fire protection, or forest monitoring. Local communities can be in the form of
community groups such as adat communities or farmers groups. The benefit for community
groups might go directly to the group’s institution (if they meet eligibility criteria) or through
the village government according to the program activities. All communities are under village
governments, so there is no gap in geographic coverage.

Furthermore, the key roles and responsibility of each beneficiary in ER Program are described in the
following Table 2.1.
Table 2.1. The list and rationale of beneficiaries.
Beneficiaries
Key ER Roles
GOVERNMENT INSTITUTIONS
National Level
National Government

National Park
Agency/Conservation
Management Unit5

- Issuance, implementation, and enforcement of relevant
national policies
- Administration of the national REDD+ system
- Administration of the BLU-BPDLH
- ER Program administration, including national registry, national
forest monitoring system, social & environmental safeguards
information system, Monitoring, Reporting, and Verification
(MRV), coordination of ER interventions at National level (with
relevant Ministries).
- Implementation of ER interventions related to capacity building
for licensing management (forest certification, plantation
certification, forest and ecosystem restoration, fire prevention
and control, facilitation of social forestry)
- Responsible for conservation areas in East Kalimantan Province
- Development of conservation partnerships with local
communities
- Forest and Wildlife Protection and Monitoring
- Fire Management and Prevention
- Partnerships with local communities on Sustainable Livelihood
in buffer zone areas.

Sub-national Level
3

The Governor Regulation No 1 year 2018 (replacing the Governor Regulation no. 17/2015), suspends new coal
mining permits, and adds additional requirements for companies who want to extend their permits.
4
See Section 4.4 of the ERPD (version May 2019) for further information on Adat Communities.
5
National Park Agency/Conservation Management Unit and FMUs are under the national and Provincial
Government respectively but given their roles in the ER Program they are considered beneficiaries in their own
right.
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Beneficiaries
East Kalimantan
Government

FMUs5

District Governments

Village Governments

PRIVATE SECTOR
Estate crop concessions

Timber plantation
concessions

Key ER Roles
- Prepare, implement, and enforce regional regulations (and
enforcement of national regulations, where appropriate),
improve land management plans, increase forestry
administration capacity, reduce deforestation related to
overlogging and timber plantation, reduce deforestation
related to mining, and support activities for emissions
reduction
- Facilitating coordination of ER interventions initiated by
relevant provincial government services (Forestry Service,
Plantation Service, Mining Agency, Environmental Service,
Marine & Fisheries Agency, etc.)
- Responsible to conduct MMR (Measurement, Monitoring, and
Reporting), FGRM, sub-national registry system, and social &
environmental safeguards at provincial level including the webbased platform
- Implementation of ER interventions related to capacity building
through FMUs and estate crops agency for fire prevention and
control, facilitation of social forestry, and climate/green
villages
- Facilitating the process of proposing or permitting social
forestry in the Working Group on the Acceleration of Social
Forestry (Pokja PPS).
- Facilitating FMUs in improving management capacity, technical
capacity in implementing sustainable forest management
(including RIL), community empowerment, and business plan
development.
- Conflict resolution
- Support for social forestry
- Forest management, protection, and monitoring
- Fire management and prevention
- Coordination with communities and other entities in the FMU
- Prepare, implement, and enforce regional regulations (and
enforcement of national regulations, where appropriate),
improve land management reduce deforestation related to oil
palm plantation expansion, reduce encroachment with
sustainable alternatives program plans and support activities
for emissions reduction.
- Implementation of ER interventions related to capacity building
for fire prevention and control, facilitation of sustainable
agriculture and estate crops, climate/green villages.
- Develop ER activity plans with communities and land rights
holder groups
- Develop benefit sharing plans and agreements for community
and land rights holder groups
-

Implementation of HCV policies
Partnerships with local communities
Fire management and control
Implementation of SFM and HCV policies
Partnerships with local communities
10

Beneficiaries

Key ER Roles
- Fire management programs
Forest management
- Implementation of SFM, HCV, and RIL policies
concessions (natural forest)
- Partnerships with local communities
- Fire management programs
LOCAL COMMUNITIES INCLUDING ADAT COMMUNITIES
Community groups
- Reduction of land clearing
- Adoption of alternative livelihoods
- Adoption of fire management and control practices
- Continuation of sustainable management practices

2.2 Eligibility Criteria
To be eligible to receive benefits from the ER program, beneficiaries are required to play their roles
and deliver their responsibilities (Table 2.1) in implementing the program activities as described in the
ERPD (version May 2019). Beneficiaries’ performance in implementing the activities will be validated
using the Measurement, Monitoring, and Reporting (MMR) system at the sub-national level, and will
be verified using the Monitoring, Reporting, and Verification (MRV) system at the national level to
ensure the benefits are distributed to the eligible beneficiaries. These eligibility criteria are applied to
all beneficiaries including all levels of government, private sectors, and community groups. Thus, these
criteria are prerequisite for beneficiaries.
In addition, all levels of government are eligible to receive the benefit from the ER Program, according
to the applicable rules and regulations, as the country’s authority. ER benefit for the government will
be transferred directly to the government institution. Private sector must have a legal status to allow
contractual agreements with the government agencies who administer the companies. Companies
who possess valid land use licenses may obtain their legal status from the government agencies
through laws and decrees. The license will be validated against the government registry. Benefits for
the private sector will be managed by the supervising government agencies who administer the
companies. To be eligible in receiving the benefit from the ER Program, local communities, including
adat communities, need to be recognized by the village government or to have their adat claims
recognized by the district. It is not necessary for local communities to have formal land title due to the
lengthy process and procedures in obtaining titles from the BPN (for details see ERPD version May
2019, p.255). However, securing land tenure for adat communities is one of the activities in this ER
Program. Community groups may receive benefits directly through the group’s institution or through
the village government in the absence of community groups. All communities fall under a village’s
jurisdiction. In a case where individuals migrate from outside to the villages inside East Kalimantan
Province, the individuals need to register themselves with the village administration to be recorded
as part of the village’s community. Communities and village governments must be registered under
the registry system in order to be eligible to access benefits.

2.3 Condition for Payment
The conditions for payment to all beneficiaries are based on the performance in reducing emission
within their management areas, and the participation in ER Program activities. Prior to the ER
Payment, the funding needed to implement the ER Program activities will be covered by the GoI’s
budget, private sector, and development partners (see Section 6.2. ERPD for more detail).
The payment will be managed at the national level by the Environmental Fund Management Agency
(BLU-BPDLH) through a custodian bank to avoid possible bureaucratic delays. Referring to Finance
Ministerial Decree No. 82/2018 on Cash and Investment Management of Public Service Agency (BLU),
11

the selection of the custodian bank will be conducted by the BLU. In this FCPF Project, the custodian
bank will be selected by the BLU-BPDLH and approved by the World Bank. BLU-BPDLH will release
payment to the beneficiaries based on the ER contracts that will be drafted in accordance with this
BSP.
ER contracts will be made between the BLU-BPDLH and beneficiaries (represented by a benefit
manager to ease the reporting and benefit transfer processes – see section 4 and table 4.1 for more
information). ER contracts will refer to the MoU between the Provincial Government and MoEF on
GHG ER Program through REDD+ Implementation in East Kalimantan. .

3 BENEFITS
3.1 Description of Benefits
The benefits from the ER Program are funded from ER payments and categorized as monetary and
non-monetary benefits. The ER Payments are made against the entire volume of ERs and are paid to
Indonesia in each reporting period. The first reporting period is planned from June 18th, 2019, when
Indonesia’s program was unconditionally selected into the portfolio, until December 31st, 2020 which
then be followed by the first payment in year 20216. The second reporting period will be from January
1st, 2021 until December 31st, 2022 which will then be followed by the second payment in year 2023.
The third reporting period will be from January 1st, 2023 until December 31st, 2024 which will then be
followed by the third payment in year 2025.
The value of benefits from the ER Program will be from payments for verified ERs from the Carbon
Fund, which is anticipated to be up to USD 150 million (anticipated payment for 30 MtCO2e at an
expected price of USD5/tCO2e7). This is a conservative estimate compared to the estimated total net
Emissions Reduction (ER) during the ERPA period (61.3 MtCO2e)8.
Funding for the Program’s ER activities will be covered by the GoI’s budget, private sector, and by
development partners leaving the entire value of the ER payments for distribution as monetary and
non-monetary benefits. Thus, monetary benefits are defined as cash, funded with ER payments, that
is received by beneficiaries; and non-monetary benefits are goods, services, or other benefits funded
with ER payments. Benefits will be culturally appropriate and socially inclusive, and the specific
strategies to deliver them will be included in the final BSP. This will be accomplished primarily through
the selection of benefits by each beneficiary group (based on Table 3.1). Through the FPIC process,
these benefits have been socialized with beneficiaries.
All beneficiaries will be eligible to receive monetary benefits, except, the private sector in East
Kalimantan which expressed their preference through stakeholder consultations with the sub-national
government to only receive non-monetary benefits as part of the BSP9. The private sector’s interest is
more on the ease of business, and the enabling conditions to maintain business in their areas. For
other beneficiaries, the use of monetary benefits will be determined through ER contracts which will

6

A due diligence report needs to be submitted by the Government of Indonesia to the World Bank, to determine
safeguards compliance for ERs generated prior to ERPA signature
7
The commercial terms (volume of ERs and price) are subject to ERPA negotiations
8
ERPD Section 13, Table 13.9. Total expected net emissions reduction (tCO2e)
9
The minutes of meetings (MoM) of the stakeholder consultations are prepared by the East Kalimantan
Provincial Government
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specify the eligible and ineligible uses of these benefits. The National and Sub-national Governments
will channel benefits to the beneficiaries.
It is expected that the ER Program will generate significant levels of benefits that will be directly
received by the beneficiaries. Not only the monetary and non-monetary benefits funded by ER
payments, but also non-carbon benefits from participating in ER activities, such as increased capacity,
and improved livelihoods; and benefits derived from improvements in governance, such as greater
legal certainty, and reduced costs associated with conflict.

3.2 Specific Benefits by Beneficiary Group
The monetary and non-monetary benefits for all beneficiaries will be implemented under the ER
Program and are aligned with the medium term development plan to demonstrate the coherence
between sub-national development program and the activities of the ER Program. The types of
benefits for each category of beneficiaries are outlined in Table 3.1 below.
Table 3.1. The types of benefits for each category of beneficiaries.
Beneficiaries
Types of benefits
Rationale
Government institutions
National
Monetary benefits for covering
Government
operational costs, defined as
expenditures related to the technical
support (e.g., MRV, safeguards) and
administrative and financial
management of the ER Program
including the BLU-BPDLH
Non-monetary benefits for capacity
building in financial management
system for ER Program,
strengthening institution for ER
project management, coordination
across sectors and support for
implementation of ER Program
activities.
National Park
Monetary benefits for covering
Agency/Conservation operational costs10
Management Unit

East Kalimantan
Government

Non-monetary benefits for support
on conflict identification and
resolution, joint protection and fire
prevention control in conservation
areas
Monetary benefits for covering
operational costs, strengthening
policy and support for
implementation of ER Program
activities

The monetary benefit is given to
incentivize the roles and responsibilities
taken under the ER Program
implementation.

The non-monetary benefit is given as a
support for activities to ensure the
implementation of the ER Program at
the national level.

The monetary benefit is given as an
incentive for the operational cost under
the ER Program implementation.
The non-monetary benefit is given as
support for activities to improve the
National Park Agency/Conservation
Management Unit implementation at
the sub-national level.
The monetary benefit is given to
incentivize the roles and responsibilities
taken under the ER Program
implementation.

10

While the National Park Agency/Conservation Management Unit are in sub-national level, the operational cost
will be separated with the sub-national and categorized as national government.
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Beneficiaries

District Governments

Village Governments

FMUs

Types of benefits
Non-monetary benefits for support
on capacity development on
monitoring ER, improving data
through groundtruthing, developing
HCV monitoring system, training on
SESA and ESMF
Monetary benefits for covering
operational costs, strengthening
policy and support for
implementation of ER Program
activities
Non-monetary benefits for support
on enhancing sustainable mangrove
practices, sustainable peat land
agriculture, training on RIL and HCV
management
Monetary benefits for covering
operational costs, strengthening
policy and support for
implementation of ER Program
activities
Non-monetary benefits for capacity
development training in managing
funding for community, supervising
the ER Program implementation on
village level
Monetary benefits for covering
operational costs and support for
implementation of ER Program
activities
Non-monetary benefits for capacity
building, including for facilitation
with communities (e.g., awareness,
conflict resolution, etc.); capacity
building/training and equipment for
SFM, RIL, HCV, forest and fire
management, social forestry, and
livelihoods opportunities for
communities

Rationale
The non-monetary benefit is given as
support for activities to improve the ER
Program management and
implementation at the sub-national
level.
The monetary benefit is given as an
incentive for the operational cost under
the ER Program implementation.

The non-monetary benefit is given as a
support for activities to ensure the
implementation of the ER Program at
the district level.
The monetary benefit is given as an
incentive for the operational cost under
the ER Program implementation which is
different from the Allocations to
communities (for performance and
reward).
The non-monetary benefit is given as
support for activities to improve the
capabilities in managing and
implementing the ER Program on the
ground in village level.
The monetary benefit is given as an
incentive for the operational cost under
the ER Program implementation.
The non-monetary benefit is given as
support for activities to improve the
FMUs’ capabilities in managing and
implementing the ER Program regarding
the collaboration with stakeholders on
forest-land status.

Private Companies
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Beneficiaries
Estate crop
concessions; Timber
plantation
concessions; Forest
management
concessions

Types of benefits
Non-monetary benefits in the form
of capacity building/training on
sustainable plantations, HCV
protection, certifications (e.g.,
FSC/PHPL, RSPO/ISPO), sustainable
forest management (e.g., RIL-C), fire
management, and tenure
conflicts/public complaints; Nonmonetary benefits for equipment
and inputs (e.g., planting stock) to
support sustainable practices
Local Communities Including Adat Communities
Community groups
Monetary benefits11 will be in the
form of cash for the community for
forest management activities such as
wages for community patrols and
monitoring.

Non-monetary benefits for forest
and fire management, including
equipment and capacity
building/training; investment to
provide long-term impact under the
poverty alleviation and
environmental sustainability
framework such as seeds for farm,
agroforestry, livestock, and similar
investment which will incentives the
village than individual community;
Development projects (e.g., health,
education, public facilities) that do
not contribute to deforestation and
forest degradation; Additional
livelihood support for community
businesses, including capacity
building/training, equipment,
market access, or agricultural inputs

Rationale
The non-monetary benefit is given to
improve the private companies’
capabilities in managing their land for
the achievement of the ER Program’s
objectives.

The monetary benefit is given to reward
the community achievement in reducing
emissions and to implement long-term
strategies for protecting forests and
improving community livelihoods, as
community is the key actor in
environmental protection.

The non-monetary benefit is given as
support for activities to improve the
communities’ capabilities not only in
implementing the ER Program, but also
in improving livelihoods to avoid any
potential reversal risk of deforestation
and forest degradation.

4 BENEFIT DISTRIBUTION
4.1 Criteria and Proportion of Benefits
The total program cost over the period 2020-2025 is estimated at USD 90,701,740 with annual costs
respectively totaling USD 7,872,514 (in 2020), USD 5,434,036 (in 2021), USD 16,475,394 (in 2022), USD
11

Still under community consultations
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9,375,949 (in 2023), USD 23,825,171 (in 2024), and USD 27,718,675 (in 2025). The main source of
funding will come from the government budget of USD 69,518,306, where the second largest source
is the private sector which has committed a total of USD 3,528,590 to the program. The ER payments
from the FCPF are not included in the financing strategy for the ER Program and will be categorized as
a reward for Indonesia in achieving ERs. Nevertheless, the ER payment might further be used to
continue and increase ER program implementation on the ground to deliver more ERs.
The implementation of the ER Program involves a wide range of considerations, from the strategy to
implement ER activities, the needs to strengthen actor’s capabilities in implementing ER activities, the
necessity to secure policies and regulations in ER Program, the needs to improve community
livelihoods and increase sub-national economic growth, and the potential gain (or loss) of investment
and opportunity cost associated with implementing the ER Program. Thus, for the ER Program and the
BSP to be viable, all these considerations should be properly considered in the implementation of the
ER Program. Hence, three main allocations of benefits are agreed12 in this BSP: a) Responsibility
Allocation to incentivize governments in governing the ER Program; b) Performance Allocation to
incentivize beneficiaries in reducing emissions; and c) Reward Allocation to incentivize communities
who have demonstrated continued protection of forests.
National
Government

Gross ER Payments

Responsibility
(25%)

Sub-national
Government
East Kalimantan
Government
(Provincial Forestry
Service)

Private Sector
(Capacity
building , etc)

Provincial Forestry Service
(30%)
FMUs (30%)

Community
(capacity
building, ec)

FMUs (70%)
Village / Communities (70%)

Performance
(65%)

Reward for
historical forest
protection (10%)

East Kalimantan
Government
(Provincial Estate
Crops Service)
East Kalimantan
Government
(Provincial
Community
Empowerment
Service)

National
Government (MoEF)

Provincial Estate Crops Service
(30%)
District Estate Crops Service /
(30%)
District Estate Crops Service
(70%)

Private Sector
(Capacity
building , etc)
Community
(capacity
building, ec)

Village / Communities (70%)
Provincial Community
Empowerment Service (30%)
District Community
Empowerment Service / (30%)
District Community
Empowerment Service (70%)

Community
(capacity
building, ec)

Village / Communities (70%)

National Park Agency /
Conservation Management
Unit

National Park Agency /
Conservation Management
Unit (30%)

Community
(capacity
building, ec)

Village / Communities (70%)

Figure 4-1. The benefit sharing proportion.

12

Discussed in October 2018, agreed in Mission in December 2018. The Responsibility Allocation comes up in
April 2019 Stakeholder Consultation (SC) which then agreed to replace the operational cost (in ERPD) in May
2019 SC.
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The World Bank will transfer the ER Payment through BLU-BPDLH to a custodian bank. BLU-BPDLH will
transfer the payment to the sub-national level in tranches and/or full payment. To ease the
administration requirements, there will be two parties involved in the benefit distribution process for
Reward and Performance Allocations, namely: the beneficiaries (see section 2.1) who receive the
benefit and the benefit managers who deliver benefits to and implement benefits on behalf of
beneficiaries (Table 4.1). Benefit managers will be responsible for implementing and distributing
benefits on behalf of and to beneficiaries and also consolidating the Activity and Financing Reports
from the beneficiaries. The benefit manager’s operational costs are covered by the Responsibility
Allocation. All benefit managers will sign contracts with BLU-BPDLH.
It is not expected that the ER Program will under-perform in any reporting period. However, in the
case of under-performance, the proportions for benefit distribution will remain the same where the
ER Payment will be distributed as: 25% for Responsibility Allocation, 65% for Performance Allocation,
and 10% for Reward Allocation.
For village government and community (including Adat community) beneficiaries, the benefit
manager is the Community Empowerment Services (Dinas Pemberdayaan Masyarakat dan
Pemerintahan Desa, DPMPD) at the provincial and district levels. Village government and community
beneficiaries will sign contracts with DPMPD. The contracts will describe roles and responsibilities in
implementing the ER Program, MRV processes, and benefit distribution processes (the contract’s
detail will be in the Project Operational Manual (POM) for the ER Program). The performance of
community groups in implementing ER Program will be monitored at the level of community groups’
managed areas, and the performance of village government will be monitored at the village boundary
level. DPMPD will regularly assist the village government and communities in implementing the ER
Program, which can be helped by intermediaries (see section 4.2.1). Benefits for village governments
and communities will be funded by the ER Payments under the Reward (for Adat Community) or
Performance Allocations (for village government). The financial management arrangement at the
community level must include financial staff arrangement, access to their bank account, filing of
supporting documents, etc. These requirements will be specified in the POM.
For oil palm smallholders (community) and estate crop companies (private sector), the benefit
manager is the Provincial and District Estate Crops Services. The performance of oil palm smallholders
and estate crop companies in implementing the ER Program will be monitored at the level of the estate
crop concessions’ areas. Contracts will be signed between the relevant Estate Crops Services and the
estate crop companies as the direct beneficiaries. Estate crop companies will receive benefits in the
form of capacity building for conducting inventories of HCV forests and other natural remaining forests
within their concession boundaries. Smallholders will receive benefits in the form of technical
assistance from the Provincial Estate Crops Service to improve their capacity in meeting the principles
of the Indonesian Sustainable Palm Oil (ISPO) certification (see p.90 of the ERPD version May 2019).
The Provincial Estate Crops Service will manage HCV inventory data and monitor program
implementation progress. No monetary benefits will be transferred to the oil palm smallholders or
estate crop companies. Benefits for smallholders and estate crop companies will be funded by the ER
Payments under the Performance Allocation.
For FMUs and Social Forestry Groups (community), the benefit manager is the Forestry Service at
Provincial Level and FMU at field level. FMU areas can also include timber concessions and forest
management concessions. The performance of FMUs and Social Forestry Groups (SFs) in
implementing the ER Program will be monitored at the FMU administrative areas. Contracts will be
signed separately between the FMUs and SFs with the Forestry Service. For FMUs, BLU-BPDLH will
transfer ER payments to the provincial treasury account. FMUs will use benefits from the ER payments
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following local government budgeting and treasure mechanism. For SFs, BLU-BPDLH will transfer ER
payments directly to the community group’s bank account for use as benefits. The Forestry Service
will implement benefits on behalf of the FMUs and SFs. Benefits will be used by FMUs for ER Program
implementation activities such as supervising, facilitating, and monitoring the implementation of Fire
Prevention and Control activities carried out by concessions and local communities. Similarly, SFs will
use benefits for implementing ER activities that were designed to reduce tenure conflicts in existing
concession areas, providing regulated access rights and livelihood opportunities. Benefits for FMUs
and SFs will come from the ER Payments under the Performance Allocation.
For National Park Agency/Conservation Management Units), which are the MoEF’s technical
implementation units at the field level, the benefit manager is the MoEF at the National Level. The
performance of National Park Agency/Conservation Management Unit in implementing the ER
Program will be monitored at the level of conservation areas. Each National Park Agency/Conservation
Management Unit will sign contracts with MoEF, and MoEF will sign a contract with BLU-BPDLH. BLUBPDLH will transfer the benefit to the National Park Agency/Conservation Management Unit. Benefits
will be used for implementing ER Program implementation activities such as forest and wildlife
protection and monitoring, fire management and prevention, and partnership with local communities
at the conservation areas’ buffer zone. Communities living in buffer zones will also benefit from the
implementation of benefits by the National Park Agency/Conservation Management Unit.
Table 4.1. Beneficiaries and benefit managers for Reward and Performance Allocations.

Beneficiaries
Community Groups
(Adat Community)

Benefit Allocation
Reward

Performance
(non-monetary)
Performance

Benefit Manager
Provincial Community
Empowerment Service
(DPMPD)
Provincial and District
DPMPD
Provincial and District
Estate Crops Service
Provincial and District
Estate Crops Service
Provincial Forestry
Service
Provincial Forestry
Service
FMU

Village Government

Performance

Community
(Oil Palm Smallholder)
Private Sector
(Estate Crop Companies)
Forest Management
Unit (FMU)
Forest/Timber
Plantation Concessions
Community Groups
(Social Forestry)
National Park
Agency/Conservation
Management Unit

Performance

Performance

MoEF

Performance
Performance

Monitoring Level Unit
Districts

Districts
Districts
Districts
FMU administrative
areas
FMU administrative
areas
FMU administrative
areas
Conservation Areas

Overall, the ultimate beneficiary from this ER Program is communities (Figure 4-1) because they are
the key actor in protecting forest, preventing fire, and the main target for poverty alleviation and
wellbeing improvement. Community groups will receive benefits through the Reward Allocation (for
community only), and Performance Allocation through provincial OPD (DPMPD, Estate Crops Service,
and Forestry Services). Most of the Performance Allocation will benefit communities through various
approaches and efforts from other beneficiaries in implementing the ER Program such as FMU
activities in implementing social forestry (for community), estate crop companies in promoting oil
palm smallholder (for community), National Park Agency/Conservation Management Unit in
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developing conservation partnerships with communities, and especially village governments in
assisting local communities to implement the ER Program.
The government agencies, including the benefit managers, receive benefits from the Responsibility
Allocation and Performance Allocation. The Responsibility allocation will go to four levels of
government, the National Government (MoEF), the Provincial Government, District Governments and
Village Governments. The Provincial Government representing the District and Village Government
will sign contract with the BLU-BPDLH. BLU BPDLH will transfer the responsibility fund directly to the
all levels of government. .
The Performance Allocation will go to beneficiaries who are registered in the National Registry System
(SRN). The National, Provincial, District Governments, and FMUs are receiving proportion of benefits
to provide financial support and carry out the functions of coordination, planning, and supervision of
ER Program implementation. Based on the East Kalimantan Government’s justifications, benefit
managers will utilize 30% of the allocation for a group of beneficiaries to implement non-monetary
benefits on their behalf, while the remaining 70% will be available to beneficiaries as monetary
benefits (in accordance with table 3.1). Specifically for FMUs and District Estate Crops Service, the 30%
proportion for benefit managers will be used to implement non-monetary benefit for communities
and private sector stakeholders.
The Reward Allocation will go only to the community groups or villages that are eligible to receive the
payment. Community groups or villages will receive the Reward Allocation if their managed areas are
still forested, and neither deforestation nor forest degradation happened during the reference period.
Therefore, these communities or villages are different from the ones that will receive benefits under
the Performance Allocation.

4.1.1 Responsibility
The Responsibility Allocation is made to provide an incentive for government institutions to continue
supporting ER policies that contribute to program sustainability and reduce the risk of reversals. This
portion of funding will be allocated to government institutions based on their roles in policy
development, program development, program management, and monitoring. In the ERPD (version
May 2019), most of those roles are reflected in “Component 1: Forest and Land Governance”,
“Component 2: Government Capacity for Forest Administration”, and “Component 5: Program
Management and Monitoring and Evaluation” which sum up to 19% budget allocation.
In addition, there are high costs related to the management of the ER Program, including accessing
sites in the ER Program Area (some areas can take two days to reach from the province capital
involving land & water transportation), the size of the jurisdiction (related to the hectares of forest to
be monitored and the monitoring of program implementation), the large number of stakeholders in
the ER Program (related to the program management and engagement process), the costs of
facilitating between different levels of government (i.e. national and sub-national), the costs
supporting communities in preparing reports (higher cost on communities with limited understanding
of the project concept notes and/or communities that hard to reach a consensus), and the opportunity
cost of maintaining policies that support ER activities (related to the policy development role). Thus,
as much as 25% from the total gross ER Payments will be distributed for the Responsibility Allocation,
which not only includes operational costs, but also benefits to incentivize the government institutions
for their roles in policy development, program development, program management, and monitoring.
Other than monetary benefits for operational costs, the governments will also receive non-monetary
benefits (in the form of training, equipment, etc.) as part of the ER Program implementation under
this Responsibility Allocation.
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The 25% Responsibility Allocation will be distributed to the National Government (MoEF) and the Subnational Government (Provincial, District, and Village Governments). The proportion distributed to
each government entity will be based on criteria, namely: the operationalization costs in
implementing the program management and monitoring systems, the initiatives in policy
developments to support the ER Program, and the roles and responsibility of each government to be
accountable in supporting the ER Program. While the National Park Agency/Conservation
Management Unit and FMUs are administered under the National Government and Provincial
Government respectively, they have different roles in the government level especially in policy
development and are considered as independent beneficiaries. Thus, they will not receive benefit
from the Responsibility Allocation but from the Performance Allocation.
As much as 13% from the total 25% Responsibility Allocation will be the ceiling for operational costs,
while 12% will be used as non-monetary benefits to incentivize government institutions to continue
supporting ER policies that contribute to program sustainability and reduce the risk of reversals. The
operational cost will cover following components:
1. Monitoring & supervising social and environmental safeguards
2. Monitoring & supervising SRN
3. Monitoring & supervising MMR & MRV
4. Monitoring & supervising benefit sharing implementation
5. Feedback and Grievance Redress Mechanism (FGRM; reporting & follow up actions)
6. Knowledge management operationalization (including communication)
7. Project management & oversight:
a. National REDD+ Secretariat
b. National Steering Committee (MoEF, MoF, BAPPENAS, Ministry of Agriculture)
c. Provincial REDD+ Secretariat
d. Provincial Steering Committee
e. District Government
8. BLU-BPDLH Fees (including finance administration)

4.1.2 Performance
The Performance Allocation is made to incentivize beneficiaries’ performance in reducing emissions.
This portion of funding will provide benefits to National Park Agency/Conservation Management Unit,
FMUs, private sector, community groups, and village governments. The benefits under the
Performance Allocation will provide resources to further invest in ER Program activities based on the
ERPD and forthcoming Governor Regulation on Benefit Sharing Mechanism. The private sector will get
non-monetary benefits in the form of capacity building, improvement in utilization management, and
other activities that can achieve ERs, through the relevant benefit managers.13 The National,
Provincial, and District Governments are benefit managers (who deliver benefits to the beneficiaries)
and will receive monetary benefit from the Responsibility Allocation as well as deliver benefits under
the Performance Allocation. Village governments will receive benefits under both the Responsibility
Allocation and the Performance Allocation due to their roles in assisting communities and reducing
emissions from their village boundary. The proportion of benefits distributed to each beneficiary
under the Performance Allocation will be based on the beneficiary’s contribution to reducing
emissions from their managed areas by implementing ER Program activities at the FMU or District

13

Stakeholder Discussion in April 2019.
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level, and based on several assessment criteria developed by the Provincial Benefit Sharing Working
Group14 that will use information contained in reports sent by beneficiaries to the registry system.
The ER Program activities under the Performance Allocation are mostly reflected on “Component 3:
Reducing Deforestation and Degradation within Licensed Areas” and “Component 4: Sustainable
Alternatives for Communities” that sum up to 81% of the budget cost which was the largest cost in
implementing the ER Program (see section 6 ERPD). Corresponding to the cost, the allocation from ER
Payment to incentivize performance in reducing emissions should also be the largest. Thus, 65% of
the ER Payments is allocated for the Performance Allocation. This Allocation will be purely
performance-based.
Proportion of Performance Allocation for FMUs/districts/conservation areas is estimated based on:
1) the proportion of forested area, and 2) the decrease in the size of deforestation area compared to
the average size of deforestation area in the reference year. After the estimation within the
FMUs/districts/conservation areas is complete, the proportion for each village (as beneficiaries)
within the FMUs/districts/conservation areas is calculated using data derived from villages’ reports in
the Registry System in the form of: 1) Activity and Financing Report; 2) Village Spatial Planning
Document; 3) Village Medium Term Development Plan Document; and 4) Decree of the Village Forest
Natural Resource Management Institution. Based on these data, the Provincial Benefit Sharing
Working Group will provide an impact assessment of the activities that have been carried out, on a
scale of 1-5.
The proportion of Deforestation and Forested Area is calculated based on the proportion of forested
area, and the proportion of a decrease in the area of deforestation compared to the average area of
deforestation in the reference year by each responsible agency, based on the border (area) of each
agency (FMUs/districts/conservation areas). Conservation areas are managed by the National
Park/Conservation Management Unit, state forest areas are managed by FMUs, and non-state forest
areas are managed by District Government. The forested area and deforestation rate calculation is
divided into 37 polygons - in East Kalimantan, there are 10 districts/cities, 6 National Park/
Conservation Management Unit, and 21 FMUs. The weighting calculation for forested areas is 60%
and the deforestation area is 40%.
Proportions for communities are calculated after the benefits received by each
FMU/district/conservation area. Each village in each FMUs/districts/conservation areas is counted
with the following criteria: 1) Program financing (weighting 40%), 2) Program impact on reducing
deforestation (weighting 30%), 3) Village Spatial Planning Document (weighting 15%), 4) Village
Medium Term Development Plan Document (weighting 10%), and 5) The existence of Forest Natural
Resource Management Institutions in the Village (weighting 5%). As stated above, 30% of the benefit
will be implemented by the benefit manager on behalf of beneficiaries and 70% will be distributed to
beneficiaries as monetary benefits (Figure 4-1).

14

The Provincial Benefit Sharing Working Group was formed by the Provincial Government to help implementing
benefit sharing plan in East Kalimantan Province, consist of stakeholder selected by the East Kalimantan
Government.
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Table 4.2. The criteria and indicators for Performance Allocation for villages.

P1

Criteria
Program
financing

Weight
40

Score
1

2
3

4

5

P2

Program
impact on
reducing
deforestation

30

1
3
5

P3

Village Spatial
Planning

15

1
3

5

P4

Village
Medium Term
Development
Plan

10

1

3

5

P5

Forest/Natural
Resource

5

1

Indicator
There is an emissions
reduction program, but it is
not related to the FCPF-CF
component
One program in one FCPF-CF
component has been funded
More than one program in
one FCPF-CF component has
been funded
More than one program in
more than one FCPF
component has been funded
Emissions reduction
programs, safeguards, FGRM,
and reporting have been
funded
Deforestation rates are still
the same or greater
More than half the
deforestation rate is handled
Zero deforestation or
increased carbon stock
Does not have a village spatial
plan
Has a Village RTRW, but does
not contain climate change
issues and or avoided
deforestation programs
Has a Village RTRW, and
contain climate change issues
and / or avoided
deforestation programs
Does not have a village
medium term development
plan
Has a village medium term
development plan, but does
not contain climate change
issues and/or avoided
deforestation programs
Has a village medium term
development plan, and
includes climate change
issues and/or avoided
deforestation programs
There are no institutions that
deal with issues of climate
change, village forest

Verifier
Activity and
Financing
Report

MMR
(Calculation of
reduction in
deforestation
from baseline)
Village Spatial
Planning
Document

Village
MediumTerm
Development
Plan
Document

Decree of the
Village Forest
Natural
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Criteria
Management
Institutions

Weight

Score

Indicator
management, and/or
sustainable development
programs
There are institutions that
deal with climate change
issues, forest management in
villages, and or sustainable
economic programs, and have
been determined by decree
There are institutions that
deal with climate change
issues, forest management in
villages, and/or sustainable
economic programs, and have
been determined by decree,
and have financing

3

5

Verifier
Resource
Management
Institution

The score of each village in FMUs/districts/conservation areas is calculated based on the sum of all
criteria from the weight and value multiplication.

𝐷𝑖 = 𝑃% + 𝑃' + 𝑃( +𝑃) +𝑃*
The calculation of the proportionate performance of each village in FMUs/districts/conservation areas
is carried out using the maximum-minimum index.

𝐼𝑛𝑑𝑒𝑘𝑠 𝐴𝐷𝑖 = 0,9 X

𝐷𝑖 − 𝑀𝑖𝑛 𝐷
𝑀𝑎𝑥 𝐷 − 𝑀𝑖𝑛 𝐷

+ 0,1

Min D is the smallest value of all villages within the FMUs/districts/conservation areas and Max D is
the largest value of all villages in FMUs/Districts. For villages that have not submitted reports, a score
of 1 is given on each criteria.

4.1.3 Reward
The Reward Allocation is made to reward communities who have had net-zero or low deforestation
rates in the past15 and who can demonstrate continued protection of forests. This portion of benefits
will be allocated for communities, to recognize their past-good practices and to ensure they are
continuing such good practices. This could also encourage other communities to adopt good practices.
Most of East Kalimantan’s local communities, including customary communities (masyarakat adat),
live within the area designated as State Forest Area. Communities in remote areas often practice
traditional lifestyles, governed by customary law and customs. Customary communities (masyarakat
adat) have been managing land and forest resources for centuries, using their own customary tenure
systems. These systems include customary rules and norms to manage the land and forest resources
within their customary territories, often through collective ownership and management.

15

Land cover maps will be the basis of this measurement and available since 2006.
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This Reward Allocation will apply only to communities, including adat communities, whose forests
have remained protected. The rewarded communities will be processed based on the land cover maps
since 2006, and the selection will follow the principles of equitable, transparent, effective, respect
customary rights to lands and territories and reflect broad community support, and have clear legal
status on rights to carbon and relevant lands. The main criteria for communities to receive this
Allocation is that the communities have to show net-zero or low deforestation rates in given reporting
periods against the 2006 baseline, as they will not be eligible in receiving the Performance Allocation
funding. Thus, communities who receive the Reward and the Performance Allocations will be
different.
10% of the ER payments will be allocated for the Reward Allocation. This arbitrary proportion was
considered sufficient to reward good performance and recognize local role model (without external
incentives) and champion villages to inspire other villages.

4.2 Processes and Timelines for the Benefit Distribution
4.2.1 Process for the distribution of benefits (Flow of Funds)
The World Bank will transfer the ER Payment to a custodian account set up by the BLU-BPDLH.
Following MoF regulation, the BLU-BPDLH will charge management and custodian bank fees. The
remainder of the ER payment will be distributed to the three Allocations: Responsibility, Performance,
and Reward.
ER Payment from the Carbon Fund will be managed by the BLU-BPDLH at national level to avoid
possible bureaucratic delays. The required regulations to establish the BLU-BPDLH are all in place,
including the Government Regulation, the Presidential Regulation, the Coordinating Ministry
Regulation, the Ministry of Administrative and Bureaucratic Reform (MenPAN/RB) regulation, and the
Ministry of Finance Regulation. The BLU-BPDLH is not dependent on the funding stream from the ER
Payment, as it has already secured its own operational budget. The BLU-BPDLH was launched on
October 2019, the acting President Director was appointed in December 2019, and the personnel (i.e.
staffs and directors) will be organized and will be fully operational by October 2020. The BLU-BPDLH
President Director and the personnel will be selected through procurement (bidding) process and
authorized by the Minister of Finance Decree as the responsible entity. For the decision making
process for the distribution of benefits, the BLU-BPDLH will form an ad hoc technical team as
mandated in the MoF regulation. The technical team composition will be decided by the BLU-BPDLH
President Director.The technical team composition for FCPF project will be represented by MoEF
Directorate General of Climate Change (DGCC), the East Kalimantan Provincial Government, a nongovernmental organization representative (NGO); criteria: (1) endorsed by the East Kalimantan
Provincial Government, (2) has been involved with the FCPF project), and private sector representative
(criteria: (1) endorsed by the East Kalimantan Provincial Government, (2) endorsed by the business
association in forestry/oil palm sector). The technical team will be covered by the BLU-BPDLH
operational cost.
The BLU-BPDLH will adopt international standards for fund management and distribution, and it will
use a custodian bank as trustee. The selection of the custodian bank will be conducted by BLU-BPDLH
and agreed by the World Bank. Since all required regulations are in place, and budget to operationalize
the BLU-BPDLH is already secured for 2020, the risk of the BLU-BPDLH not being operational prior to
disbursement of ER payments is minimal. In an unlikely case where the BLU-BPDLH might not ready
on time to receive the ER Payment, it will be managed by a similar BLU in the ministry of finance as an
alternative with similar arrangement under the BSP document. This decision, if needed, will be made
prior to the signature of contracts between BLU with the National and Sub-national Governments.
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The funds flow will be based on the ER contracts (that details the roles and responsibility of each party
in ER Program). BLU-BPDLH will make contracts with benefit managers representing all beneficiaries
as mentioned in Table 4.1. The contract will include plans on how the ER fund will be utilized, and the
reporting requirement of the use of fund using reporting format provided in the POM. This BSP will be
the basis for the contracts between BLU-BPDLH and the benefit manager. No payment will be made
to the beneficiaries including the national government if the sub-national entities do not perform in
the ER Program (reducing emissions) since this is the basis of the ER payments. All budget related to
the ER Program will be earmarked on the program level in the sub-national government, but not on
the activities level to avoid unnecessary burden in project reports. The budget monitoring and
evaluation will follow the legal procedures set by applicable laws and regulations.

Figure 4-2. The schematic diagram of requesting payment in ER Program implementation.

[Step 1:] After the ER verification process is completed and the ERs are verified, [Step 2:] The World
Bank will transfer the ER payment to an account set up by BLU-BPDLH in the custodian bank and the
BLU-BPDLH’s management fee and custodian bank’s fees will be charged following MoF
regulation16(as part of the operational costs). The BPDLH Fee will be transferred by the custodian bank
afterward. [Step 3:] The MoEF on behalf of the National Government and the East Kalimantan
Governor on behalf of the Sub-national Governments will request payments (benefit distributions)
from the BLU-BPDLH. [Step 4:] BLU-BPDLH will request a recommendation from the technical team on
the payment requests as mandated in the MoF regulation. The technical team’s recommendation will
inform the decision on whether the payment will be released or not. The decision for released fund
order is made by the President Director of BLU-BPDLH. [Step 5:] If the technical team gives a
recommendation to transfer the payment, then BLU-BPDLH will enter into a contract with the benefit
managers. After the contract is signed, the BLU-BPDLH will release the fund order to the Custodian
Bank. Finally, [Step 6:] the Custodian Bank will transfer the fund to the benefit managers and
beneficiaries as appropriate. The payment from the BLU-BPDLH to sub-national will be in tranches
and/or full payment based on terms and requirements. The BLU-BPDLH will develop a regulation on
the terms and requirements for fund release to all beneficiaries.
16

The proportion is still under negotiation between national, donors, and sub-national. Maximum of 7%.
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National Government
Within the national government, the entities involved in funds flow include the BLU-BPDLH and the
MoEF which also administers the National Park Agency/Conservation Management Unit at the subnational. The BLU-BPDLH will split the ER Payment from the World Bank, one part will be transferred
to the BLU-BPDLH for the BLU and the custodian bank’s fees (following MoF regulation), and the rest
will be transferred to the Custodian Bank for distribution to beneficiaries. The fee for the BLU-BPDLH
will be categorized as a non-tax revenue (Penerimaan Negara Bukan Pajak, PNBP) and will be charged
whenever transactions occur from the World Bank. The MoEF will need to submit proposals to and
validated by the BLU-BPDLH to access the ER payment. The ER payment for MoEF will be categorized
as BLU-BPDLH expenditures. MoEF will access the fund following the Government’s treasury
mechanism.
Sub-national Governments
Within the provincial and district governments, the ER payment will be recorded as ‘Earmarked
Miscellaneous Revenue’. The ER Payment for the Provincial Government will be transferred to the
Provincial treasury, and for the Districts/City will be transferred to the Districts/City treasuries. The
access to this Earmarked Miscellaneous Revenue will have to follow regular budgeting processes. The
OPD (Sub-national Technical-unit Organization, Organisasi Perangkat Daerah) will have to present
budget proposals (beginning in January of every year) to the Provincial Planning Agency (BAPPEDA)
for allocation in the budget prior to parliamentary (DPRD) budget review. The draft budget (RAPBD)
will have to be approved in December of every year for disbursement the following year. The process
may take from three months to one year, depending on the timing of the received payment.
Private Sector
The ER payment to be used as benefits for the private sector will be administered by the supervising
sub-national government agency. This is because private sector will receive non-monetary benefit17
from this ER Program. The BLU-BPDLH will transfer funding directly to the sub-national government
for this purpose. Private sector companies will submit report to their respective benefit managers at
the district and/or provincial levels as appropriate. The funding request will follow the sub-national
government process.
Communities & Village Governments
Communities can directly receive funds from the BLU-BPDLH whenever the local institutional
capacities (such as Masyarakat Adat or Social Forestry Institution) is in place, or through village
government if no local-institutional capacity in place. However, to ease the administration processes,
the village governments and communities will be represented by Community Empowerment Services
(DPMPD). Fund transfers can be made directly from the BLU-BPDLH to communities’/village
governments’ project account for monetary benefits, or through the DPMPD budget for non-monetary
benefits.
In order to receive benefits, communities need to submit reports on activities implemented and
proposals to use the benefits. The condition for payment for communities will follow the process as
below:
• Village governments, on behalf communities, must be recorded in both the Sub-National and
National Registry Systems.

17

Specifically in East Kalimantan, the private sector expressed their preference through stakeholder
consultations to the sub-national government, to only receive non-monetary benefits as part of the BSP.
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•

•
•

•
•
•

Report from villages at least contain, subject to availability: 1) Activity and Financing Report,
2) Village Spatial Planning Document, 3) Village Medium Term Development Plan Document,
4) Decree of the Village Forest Natural Resource Management Institution.
Village governments, on behalf of communities, submit reports to the registry system and/or
to Community Empowerment Services (DPMPD).
The DPMPD report to the Governor through the Provincial Environment Service (DLH), which
coordinates the data for the ER Program and validates the report (in coordination with the
national government and the Provincial Climate Change Council (DDPI), which includes
representatives of relevant local government organizations, professional staff, and ad hoc
technical specialists) and calculates the Performance Allocation (in accordance with section
4.1.2).
The Governor send the report to MoEF and request payment from the BLU-BPDLH.
Communities will receive benefits directly from the BLU-BPDLH or through DPMPD budget.
DLH monitors the use of these benefits and reports on this to the Governor.

Intermediaries will be used to support communities that lack technical capacity to develop the reports.
Intermediaries could include NGOs, government institutions, banking institutions, non-bank financial
institutions, or other legal institution that fulfill the requirement as intermediaries as regulated in the
forthcoming Finance Ministerial Decree on Environmental Fund Management. These intermediaries
will be selected (the selection process will be described in the POM) and funded by the provincial
government under their operational costs.
If beneficiaries at the field level (i.e. local community, FMU, private sector, village government, and
National Park Agency/Conservation Management Unit) do not submit the report, then the benefit will
go to Provincial Agencies that supervise the beneficiaries and/or manage the area to be used for
supervising the beneficiaries.

4.2.2 Timelines for the distribution of benefits
The Government of Indonesia will report on ERs to the World Bank and it may take up one year at
most for the independent third-party to verify these ERs and the World Bank to make payment.
Following this, it may take three months to one year, depending on budget cycles, for benefits to be
distributed to beneficiaries.

5 MONITORING
5.1

Institutional Arrangements

At the sub-national level, the responsible party for decisions, funds flow, and reporting will be the
Governor of East Kalimantan Province through the Provincial Secretary (Sekda Provinsi Kaltim). In
implementing the BSP, Sekda will be helped by the Provincial Economic Bureau as the coordinator of
Provincial Benefit Sharing Working Group. The access to the ER Payment will have to follow regular
budgeting processes. The OPD (Sub-national Technical-unit Organization, Organisasi Perangkat
Daerah) will have to present an annual workplan (beginning in January of every year) to the Provincial
Planning Agency (BAPPEDA).
Specifically for communities and village governments, the responsible party for the decision on benefit
allocations will be the Governor of East Kalimantan Province through the Provincial Secretary, based
on calculation by Provincial Benefit Sharing Working Group. The details on activities for communities
have been captured in the forthcoming EK Governor Regulation on Benefit Sharing Mechanism. The
flow of funds will be directly from the BLU-BPDLH to the benefit managers or communities as
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appropriate. Thus, the benefit manager or communities as appropriate will responsible to report the
use of fund (based on the contract and using format provided in the POM) to the BLU-BPDLH, which
will then be submitted to the DGCC for reporting the BSP Implementation to the World Bank.
At the national level, the MoEF will be responsible for consolidating the reports to the World Bank as
they will also be signed by the Secretary General of the MoEF. The BLU-BPDLH is responsible for
preparing the annual financial statement subject to audit by BPK. The format of the financial statement
will be provided in the POM. The report on the use of fund will be disclosed publicly as specified by
the ERPA.

5.2 Reporting
In accessing and reporting the fund, there are two types of reporting needed, the first report is the ER
Monitoring Report to trigger the payments from the World Bank, and second is the report on the BSP
Implementation and the use of fund. The ER Report will be delivered in three given reporting periods
to trigger three ER Payments18. The first reporting period is planned from from June 18th, 2019, when
Indonesia’s program was unconditionally selected into the portfolio until December 31st, 202019. The
ER Monitoring Reports from the Sub-national Government are set to complete on February 2021, to
be verified by the National Government (MoEF MRV team), followed by a further verification by an
independent third-party until December 31st, 2021. The second reporting period will be from January
1st, 2021 until December 31st, 2022. The ER Monitoring Reports from the Sub-national Government
are set to complete on February 2023, to be verified by the National Government (MoEF MRV team),
followed by a further verification by an independent third-party until December 31st, 2023. The third
reporting period will be from January 1st, 2023 until December 31st, 2024. The ER Monitoring Reports
from the Sub-national Government are set to complete on February 2025, to be verified by the
National Government (MoEF MRV team), followed by a further verification by an independent thirdparty until December 31st, 2025. The BSP Report on the BSP Implementation and the use of fund will
be delivered within 6 months after receiving the first ER payment, and every year afterward. Thus,
beneficiaries at provincial level must prepare the report 5 months after the receipt of fund and submit
it to the national level. There will be no ER Performance calculation in BSP Report. The BLU-BPDLH will
consolidate the financial reports and submit the report to the DGCC. The BSP report that includes the
financial report will be submitted by the DGCC to the World Bank. In general, the reporting process to
enable condition for payment is shown on Figure 5-1Error! Reference source not found. below where
only ER Report will have ER Performance calculation while the BSP Report will only on the BSP
Implementation and the use of fund.
The financial aspect (the use of fund, etc.) of the ER Program implementation will be subject to an
audit by BPK as Supreme Audit Institution in Indonesia annually after the first receipt of ER payments.
The audit will provide an opinion on whether the BSP financial report is presented accurately. The
BLU-BPDLH is responsible for preparing the annual financial statement subject to audit by BPK. The
format of the financial statement is provided in the POM. The report on the use of fund will be
disclosed publicly as specified by the ERPA.

18

Subject to ERPA negotiations
A due diligence report needs to be submitted by the Government of Indonesia to the World Bank, to determine
safeguards compliance for ERs generated prior to ERPA signature
19
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Figure 5-1. The schematic diagram of reporting process to enable condition for payment in ER Program implementation.

At the field level, community groups will deliver reports based on their types of group (i.e. Social
Forestry Units report to FMU, smallholders report to Estate Crops Service, adat communities report
to DPMPD), whilst village governments will deliver reports to the supervising government agencies
(DPMPD) through the registry system. Private sector stakeholders, depending on the type of license,
will reports to the District Service (Estate Crops Service) or Provincial Service (Forestry, Estate Crop
Service). FMUs will deliver reports to the Provincial Forestry Service. National Park
Agency/Conservation Management Unit will submit reports directly to the National Registry System
as part of the MoEF technical unit at field level. The National Park Agency/Conservation Management
Unit shall coordinate with the Provincial Forestry Service on their performance. All reports at field
level are reporting the activities in implementing the ER Program and the budget spent.
At the sub-national level, all the supervising government agencies will register the activities and
budget spent in the sub-national registry system which is managed by the Environment Service (DLH).
The sub-national registry system will estimate the number of ERs and will use the reports (activities
and financial) as cross-references for the estimated ER figure. The ER will be estimated using methods
that are aligned with Indonesia’s FREL and National Standard (SNI 8033:2014). The methods to be
used include monitoring of the activity data (AD) and emission factors (EF) within the province during
the ERPA term (2020-2024).20 The monitoring procedures will follow the National Forest Monitoring
System (NFMS) and the East Kalimantan forest inventory. The monitored parameters are forest cover
change resulting in deforestation or forest degradation for all land that was still forested in 2016 and
20

Standar Nasional Indonesia (Indonesia National Standard) No. 8033 year 2014 regarding Method for
Estimation of Forest Cover Changes based on Result of Visual Interpretation of Optical Remote Sensing Imagery.
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burned forest land in secondary forest since 2016 (see Section 9 ERPD for details). DLH is responsible
in calculating the sub-national performance on ERs. The reports (activity, budget, and ER) will go
through a validation process, before the Environment Service (DLH) delivers the reports (activity,
budget, and ER) to the National Registry System (SRN), which is managed by the MoEF. In addition,
the East Kalimantan Government will also send the required report to the BLU-BPDLH as part of BLUBPDLH accountability to compile and consolidate financial report to the MoEF DGCC.
The validation process will be incorporated in the MMR system. Beneficiaries will participate in
monitoring deforestation by conducting ground checking and reporting the occurrence of
deforestation in the accounting area to the Working Group. The mobile application for this has been
developed which is connected to the MRV web-portal. The MMR system of the ER Program will be
institutionally integrated with the NFMS as described in Regulation of Director General of Forest
Planology Number P.1/VII-IPSDH/2015. The generation of national forest and land cover change data
from satellite images is conducted by the Regional Office for the Management of Forest Area (BPKH)
in East Kalimantan Province under the direction of the Directorate of Forest Resources Inventory and
Monitoring (IPSDH), which is under the Directorate General of Forestry Planning and Environmental
Arrangement (BAPLAN). The ER Program (through the Working Group) will analyze the data from the
BPKH to estimate emissions from deforestation and degradation, peat decomposition, and loss of
mangrove soil from the conversion of mangrove to aquaculture. Results of the estimation are then
submitted to the Environmental Agency for internal verification. The Environmental Agency will then
submit the results of the verified estimation to the national registry and verification system.
At the national level, the reports from the sub-national (activity, financial, and ER) will be verified by
the MoEF MRV team, particularly on the number of ERs. MoEF will also send their financial report to
the BLU-BPDLH to consolidate with the sub-national financial report. Afterward, the MoEF DGCC will
report the verified ERs and the consolidated financial report21 (from the BLU-BPDLH) to the World
Bank. The World Bank will assign an independent third-party verifier to verify the ER, which will be
working with the experts from MoEF. This independent verification will be an iterative consultative
process which might take one year at most. After the verification is complete, the World Bank will
transfer ER payments to one account set up by the BLU-BPDLH in the custodian bank according to the
number of verified ERs.

5.3 Safeguards
The benefit recipients under the BSP (both monetary and non-monetary) will be subject to social and
environmental safeguards requirements as stipulated in the ERP’s Environmental and Social
Management Framework (ESMF), Indigenous Peoples Planning Framework (IPPF), Resettlement
Planning Framework (RPF), Process Framework (PF) and FGRM. Any activities financed through the
BSP will undergo screening and apply environmental and social mitigation measures required under
these safeguard instruments. Consistent with the benefit distribution process under the BSP,
respective agencies who are responsible for oversight (DPMPD, Forestry and Estate Crops Services as
well as Provincial Forestry Service) will report to the Governor through the Provincial Environmental
Service (DLH) for the overall implementation of safeguards. Such reporting will complement the ERP’s
FGRM, which is being developed to address future BSP implementation. Program-level oversight for
this oversight and grievance management will be under coordination from a Program Management
Unit (PMU) at the national level and provincial government.

21

The World Bank will receive financial report from the GoI after the ER payment has made. Otherwise, the
financial report will only for the GoI.
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ER Program entities and benefit recipients are required to monitor and report safeguards compliance,
along with reporting to the Registry System, over the duration of the ER Program unless agreed
otherwise or there is a dedicated resource allocated for such monitoring and reporting to continue
following the Program’s closure.

6 CONSULTATION & COMMUNICATION
6.1 Summary of consultations and incorporation in BSP
An initial workshop was held in December 2015 in Jakarta to discuss the channeling of funding from
the Ministry of Finance to the province. This workshop included representatives from MoEF, Ministry
of Finance, the East Kalimantan Government, development partners and national NGOs. The meeting
helped to identify the on-granting mechanism as a potential component of the benefit-sharing
arrangements. A study on the Benefit Sharing Mechanism in East Kalimantan was conducted in 2016.
Benefit sharing arrangements were discussed further between the MoEF and the Provincial Treasury
Agency (BKAD). In November 2017, the BKAD and provincial development planning agency (BAPPEDA)
discussed the appropriate benefit sharing arrangement for East Kalimantan. It was suggested that the
FCPF might use the on-budget off-treasury mechanism for benefit-sharing arrangements so that it will
avoid bureaucratic procedures from the central to province and/or district governments. However,
Presidential Decree No. 77/2018 for the establishment of BLU-BPDLH, stipulated an on-budget ontreasury system, but with a number of provisions to reduce the bureaucracy associated with this
process.
As mandated in Act No 32/2009 on Environmental Protection and Management, the Government
should provide a policy for an environmental economic instrument. Referring to this mandate, the
Government issued Government Regulation No. 46/2017 which regulates development planning and
economic activities, environmental funding, and incentives/disincentives. As an umbrella regulation,
PP 46/2017 regulates that the government applies the public service agency (BLU) approach to
managing the environmental fund. The development of Government Regulation no 46/2017 involved
discussions with stakeholders, including other line ministries, local governments, NGOs, the private
sector, and academia. Further, a public consultation process was held in selected areas to gain input
from local government and other local stakeholders.
A consultation between the national and provincial government was held in October 2018 and the
discussion included:
•
•
•

A proposal that the Provincial Government would have exclusive authority to manage and
disburse the ER payments from the provincial level to the field level (village level).
A discussion of the allocation of benefits between central and provincial governments with a
proposal that the majority of the funds will be disbursed to the province.
The BLU-BPDLH was confirmed as the national agency for channeling benefits to the Provincial
Government once ER performance reports have been verified by the MoEF.

A follow-up consultation was held in April 25th, 2019 to discuss the BSP outline, the beneficiaries
criteria, and the parameters used to allocate each beneficiaries’ proportions within the ER Payment
allocations. In this stakeholder consultation, the outline was agreed, the beneficiariess’ criteria were
re-emphasized in order to design the beneficiary proportions. There was also a discussion to change
the ER Payment allocation’s name from the Operational Cost into the Responsibility Allocation. The
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reason for the change is to provide a clear description where the Responsibility Allocation covers not
only operational cost but also incentivizes the good initiatives in policy developments in to support
the ER Program. This coverage was not reflected when the allocation was called Operational Cost.
Another consultation was held in May 9th-10th, 2019 discussing the transfer mechanism for the ER
payments, and the detailed benefit allocation proportion for each beneficiary. Stakeholders from the
Ministry of Finance and the Ministry of Interior attended the consultation. Thus, a clear mechanism
on transfer from the BLU-BPDLH to the Sub-national Government and the Village Government were
confirmed and agreed. The proportion for each beneficiary was also consulted based on the
parameters and criteria discussed in the earlier stakeholder consultation (April 25th, 2019) albeit no
agreements were made.
In July 2019, public consultations as part of the Free Prior Informed Consent (FPIC) Mechanism of the
East Kalimantan FCPF ER Program were held in East Kalimantan. Information delivered to participants
included:
a) Presentation on the implementation of FPIC
An explanation of what FPIC is, why it is important to be carried out, how the process will be
carried out, and the mechanism for expressing consent.
b) ER Program
A discussion of what the drivers of deforestation and degradation are, what the actions are to
address them, how the program will be implemented, where the program will be carried out, and
who will implement it.
c) Social and Environmental Safeguards
An discussion of the social and environmental safeguards, standards from the UNFCCC and the
World Bank, important East Kalimantan issues related to social and environmental issues, impacts
that may be caused, how to mitigate impacts, and monitoring frameworks.
d) Benefit Sharing Mechanism
A discussion of what benefits will be received, who are the beneficiaries, how financial benefits
will be distributed, how to obtain financial benefits, as well as the proportion of benefits and how
to calculate in general.
e) Measurement, Monitoring and Reporting
A discussion on how to measure emissions, how monitoring will be carried out, what needs to be
reported, and reporting mechanisms and report validation.
f) FGRM
A discussion on the mechanism for feedback and complaint handling, the FGRM channel, the
grievance channel at the village level, and the institution that receives complaints.
The summary of public consultation is shown below:
Location / Date
Participant
Response from participant
Kutai
109 participants (90 • To achieve this target, what steps will the
Kartanegara and men, 19 women)
government take, especially in the province of East
Kutai Timur
Kalimantan, even if the district head has the
• Provincial
Tenggarong, 18
Government: 16
authority to issue permits in his area? The provincial
July 2019
persons
government is mainstreaming into the district, and
building agreements with the district government.
• District
Government: 8
• What can be implemented by the emissions
persons
reduction program directly at the village level?
Protection and security of forests and peatlands,
agriculture and fishing without burning, increasing
32

Location / Date
•

•
•

•
•

Participant
Village
Government: 61
persons
Adat Institutions: 1
person
Development
Partners: 11
persons
University: 3
persons
Village Technical
Assistance: 4
persons

•

•

•

•

•

Kutai Barat and 100 participants (86 •
Mahakam Ulu
men, 14 women)
Sendawar, 21 • Provincial
August 2019
Government: 15
persons
• District
Government: 16
persons
• Village
Government: 57
people
• Adat Institutions: 2
•
persons
• Development
Partners: 6 persons •
• Village Technical
Assistance: 4
persons
•

Response from participant
the economy based on sustainable natural resources,
and those in the MoEF Regulation on Climate Village.
What activities should be budgeted or implemented
at the village level that will use village funds?
Forestry, environment, climate change and disaster
prevention activities can use village funds, and there
is a Village Ministerial Regulation.
Participants from villages that have mangrove forests
said that there were ponds that were not productive
and not yet involved in mangrove planting activities.
They want ponds that are not productive to be
operated and directed in carrying out activities to
reduce emissions and economic benefits for the
village
Will there be synchronization at the district level
related to this program so that it is at the location
level and optimally implemented? Program
synchronization is carried out by the District and
Provincial Bappeda.
This program is expected to be complete up to the
site level and can provide benefits to the community
in a more tangible form
Clear legal legality is needed in the budgeting of this
activity to use village funds, because it is not easy if
there are no rules on it
Our village is in the forest, this program is still very
good. Our village, according to information, is a
production forest or limited production forest, can
we participate in a program like this? Considering the
dry season, we have taken the initiative to issue
village regulations related to land clearing
procedures around the village. The response to this
question is that each village can participate in an
emissions reduction program and can report its
activities into the registry system. Dinas and FMUs
will assist villages in program development and
reporting.
Our hope is that we can also benefit from this
program.
In the distribution of incentives, is it only for villages
that have been registered or can it be for other
villages as well? Only registered villages will receive
financial benefits, for those not registered, will
benefit through the implementation of the program
by the Office / FMUs.
How do you socialize to the community so as not to
cut down the forest? Field facilitators and extension
workers will come to the village to plan together
with the community in sustainable forest
management.
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Location / Date

Participant
•

•

Berau
95 participants (85
Tanjung Redeb, men, 10 women)
27 August 2019 • Provincial
Government: 13
persons
• District
Government: 19
persons
• Village
Government: 54
people
• Adat Institutions: 2
persons
• Development
Partners: 5 persons
• Village Technical
Assistance: 2
persons

•

•

•

•

•

•
•

Response from participant
Annual activities that receive compensation, protect
forests for 15 hectares, 3 months later damage
occurs 5 hectares and do not get compensation, will
this program guarantee that nothing similar will
happen? This program is carried out together with
the parties, government, community, private sector
and development partners, and this is the
commitment of the East Kalimantan government in
reducing GHG emissions.
How are the actual actions on the ground related to
the implementation of environmental conservation,
how to report it, and where to report it?
Implementers of emissions reduction activities can
report to the online registry system, or report to the
District Office or FMUs.
How do you analyze, so you get 150 Climate Villages,
do you also see conflicts in the villages in the process
of determination? The analysis was carried out using
spatial data and based on expert opinion, including
conflict related matters.
What are the criteria for participating in an emissions
reduction program? Implement the program and
report to the system registry.
Has the proportion been determined to be obtained
by the district and what are the planning activities in
the area to be able to benefit? Emissions reduction
activities that exist in the Regional Action Plan for
GHG Emissions Reduction can be done.
How many benefits will be obtained by the
community because the value of the benefits
obtained will affect the interest of the community to
participate and not receive benefits that are smaller
than the investment incurred? The program seeks to
provide greater benefits to community groups
through villages, and the size of the benefits depends
on the extent of forested areas and reduced
deforestation.
The activities described in this program have actually
been carried out by us, but sometimes we cannot do
anything when permission is entered. The resource
person responded that in the planned program,
there was a program to improve forest and land
governance, which was expected to strengthen
community commitment in forest protection..
I am very happy with this program because of the
community involvement in it.
How the incentive mechanism will go to the village.
we want to immediately do socialization in our
village? Benefits will be obtained after verification of
the calculation of emissions reduction in East
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Location / Date

Participant

•

•

•

Balikpapan,
95 participants (86
Penajam Paser men, 14 women)
Utara, Paser
• Provincial
Tanah Grogot,
Government: 13
30 August 2019
persons
• District
Government: 28
persons
• Village
Government: 37
people
• Adat Institutions: 2
persons
• Development
Partners: 7 persons
• Village Technical
Assistance: 3
persons

•

•
•
•

•

•

•

Response from participant
Kalimantan. Then the proportion of benefits to be
obtained by the beneficiaries will be calculated and
submitted to the MoEF, so that benefits can be
distributed. FCPF makes two payments, namely in
2023 and 2025.
How can villages be involved in reducing emissions?
Protect and protect forests, plant, develop
sustainable land management, and prevent forest
fires.
The challenge we face is that there are currently 3
investors doing activities in our village area? Can be
conveyed by investors who carry out activities to the
district or FMUs, so that it can be directed in
contributing to reducing emissions.
How are these activities aligned with investors so
that cooperation can be built to achieve goals? The
program is directed so that investors and companies
can apply sustainable principles, both forest and
estate management, including the declaration of
joint commitments.
I am very happy with this program because it will
protect the forest but I am also sad why this program
only appeared when the forest area began to run
out. The response given is that the program has just
begun processing and is expected to not be too late
to be implemented, so there is no need to be sad
anymore.
Our hope with this program can stop illegal logging
activities
When this program is rolled out it must be
synchronized with adat.
When the capital is moved to East Kalimantan, will
the selected village become a climate village? Yes,
because the concept of the new capital is also Forest
City, which of course supports forest sustainability.
Why aren't incentives given in 2020? With the
activities carried out so far, I think we are eligible for
early incentives, DDPI might be able to help collect
the data needed. The response given is that currently
the negotiation process for the payment agreement
is underway, and it is likely that it will only be able to
be obtained next year, so that it cannot provide
incentives more quickly.
Do district governments need to draw up derivative
regulations? It is better to develop derivative
regulations, so that they can strengthen
implementation at the village level.
If we support this program, what will we get? In
addition to financial benefits, other non-carbon
benefits are also obtained, such as policy
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Location / Date

Participant

Response from participant
improvements, capacity building, and the associated
economic impact
• What is the spatial planning process? It needs to be
coordinated with the district, provincial and national
levels, because we are in the IUP and APL regions.
Responses given, information will be analyzed and
acted upon.
• What are the indicators for getting incentives?
Forested areas are maintained and deforestation is
declining, and ensures that reports are well provided.
• Further meetings need to be held at the village level
to provide understanding to the village community
as a whole. The response is that the FPIC process will
be carried out in priority villages, hopefully it can go
according to plan.

6.2 Consultation Plan
The advanced draft BSP will be disclosed through the MoEF websites and at workshops made by the
MoEF and East Kalimantan Provincial Government before ERPA signing. The BSP will be finalized
through a consultative process involving the key stakeholders as part of the FPIC process. As a part of
this FPIC process, the ER Program will be discussed with relevant stakeholders at the village level.
Considering the COVID-19 pandemic, the roadmap for completing consultation on the BSP process will
be done virtually through conference call, phone, emails, social media, etc. The guideline for virtual
FPIC is being developed from April 20th until June 1st, 2020 by the East Kalimantan Government.
Preliminary FPIC will be done virtually by 11 teams for 15 days covering all villages. The virtual FPIC
results will be use if the pandemic status remain until the end of 2020. When the COVID-19 pandemic
status removed, field-based FPIC will be done following this timeline:
•
•

•

Briefing for the village level FPIC team: 2 weeks after the COVID-19 pandemic status removed.
FPIC on Village level: Performed on 150 priority villages in 7 districts and 1 city.
o Stage 1: Socialization to the village community related to the explanation of the FCPF ER
Program, Social and Environmental Safeguards, Benefit Sharing Mechanism, FGRM, as
well as Measurement, Monitoring and Reporting. Held in 1 week after the briefing for the
village level FPIC team conducted.
o Stage 2: Taking the statement of the villagers of the agreement/disapproval to be involved
in the FCPF ER program. Held in 2 weeks after Stage 1 completed.
Compilation and reporting of FCPF ER Program FPIC activities: 4 weeks after Stage 2 completed.

6.3 Feedback and Grievance Redress Mechanism (FGRM)
The FGRM is currently being developed to coordinate across existing mechanisms to address
grievances and disputes. Under the ERP, a Program Management Unit (PMU) at the national level and
provincial government, with extension units at the district level will be established to monitor and
report grievances and conflicts to relevant stakeholders in a coordinated and timely manner. The
FGRM institutional arrangements will be nested in the ER Program’s institutional arrangements and
will include specific coordination mechanisms, including definitions of roles and responsibilities. Any
grievances regarding the ER payment transfer and its benefit sharing arrangements will be addressed
through the FGRM (see ERPD Section 14.3).
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