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PROJECT AUTHORIZATION

Cooperating Country: Indonesia

Project Title: Indonesian Biodiversity Foundation Project

Project Number: 497-0384

1. Pursuant to the Foreign Assistance Act of 1961, as amended,
the Foreign Operations, Export Financing and Related Programs
Appropriations Acts, 1994 and 1995, A/PRE Bureau Delegation of
Authority (DOA) dated August 9, 1991, as amended, and the
authority delegated under 93 State 316766, I hereby authorize the
Indonesian Biodiversity Foundation Project (Project) to be
implemented in the Republic of Indonesia, involving planned
obligations of not to exceed Nineteen Million United States
Dollars' ($19,000,000) in grant funds over a one-year period from
the date of authorization, subject to the availability of funds
in accordance with the USAID OYB/allotment process, to help in .
financing foreign exchange and local currency costs for the
Project. Except as USAID may otherwise agree in writing, the
planned life of the project is 10 years from the date of initial
obligation.

2. The goal of the Project is to strengthen Indonesia's ability
to protect and sustain its extraordinary biodiversity for the
benefit of both its own citizens and the international community
now as well as for future generations. The purpose of the
Project is to (a) create and strengthen the capability of
institutions engaged in the sustainable use of biodiversity, and
(b) promote the wider adoption of proven policies and practices
in biodiversity conservation. The Project will finance technical
assistance, training, commodities, audits and evaluations, and
other goods, services and activities in support of Project
objectives, and capitalize an endowment for the Indonesian
Biodiversity Foundation (IBF) to generate income to be used in
support of Project objectives.

3. The Cooperative Agreement with IBF, which may be negotiated
and executed by the officers to whom such authority is delegated
in accordance with USAID regulations and delegations of
authority, shall be subject to the following essential terms,
conditions and covenants, together with such other terms,
conditions and covenants as USAID may deem appropriate.

a. Source and Origin of Commodities, Nationality of
Suppliers

Countries within USAID Geographic Code 935 shall be the
source and origin of commodities and the nationality of
suppliers of commodities and services financed under the
Project, except as USAID may otherwise agree in writing.
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b. Conditions Precedent to Disbursement of Endowment Funds

The Cooperative Agreement with IBF shall contain, in
substance, the following conditions precedent to
disbursement of the endowment funds:

(i) the United States Internal Revenue Service has approved
IBF's application for tax-exempt status under Section
SOl (c) (3) of the Internal Revenue Codei and

(ii) IBF has executed an endowment investment management
agreement in form and substance satisfactory to USAID, with
such professional asset management firm as may be selected
by IBF and approved by USAID.

c. Covenants

The Cooperative Agreement with IBF shall contain, in
substance, the following special covenants:

(i) Endowment funds shall be invested in financial
instruments offered in the U.S. through a U.S.-based
financial intermediarYi

(ii) None of the funds made available through the endowment,
including investment income, may be used (a) to coerce any
person to practice abortion; or (b) to pay for the
performance of involuntary sterilizations or to coerce or
provide any financial incentive to any person to undergo
sterilization;

(iii) The endowment investment management agreement shall
not be changed during the period of USAID oversight without
the approval of USAID;

(iv) If either IBF or the endowment are dissolved at any
time (even after the period of USAID oversight), any funds
remaining in the endowment must be returned to the u.s.
Treasury as miscellaneous receipts, unless USAID agrees
otherwise;

(v) Failure to provide a scheduled audit report to USAID
or serious adverse audit findings will constitute default
under the Cooperative Agreement and can be considered
grounds for termination; and

iv
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(vi) If the Cooperative Agreement is terminated, any funds
remaining in the endowment must be returned to USAID.

~~~
Vivikka M. Molldrem
Acting Director

~ '2-3, '-ers-
Date
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PROJECT SillvfMARY

The United States and Japan, under the Tokyo Declaration of January 1992, mutually
agreed to strengthen their cooperation in preserving.the global environment by assisting
developing countries in managing and conserving their natural resources. Indonesia is the
first site of a proposed program of coordinated financial and technical assistance for the
conservation of biological diversity. The Indonesian Biodiversity Conservation Program -- a
joint effort between Indonesia, Japan and the U.S. -- is designed to conserve Indonesia's
tremendous biotic wealth by supporting the implementation of Indonesia's National Strategy
for Biodiversity Management and the Biodiversity Action Plan for Indonesia. The U.S.
contribution to this program is through the Indonesian Biodiversity Foundation Project.

Indonesia is one of the world's foremost centers of biological diversity. Biological
diversity, or biodiversity constitutes the totality of all extant species, ecosystems and genes. It
represents the variety and uniqueness of alI genes, flora, fauna and habitats found in the
world. Indonesia's extraordinary biological resources, essential for human survival and
national economic development, are currently being threatened by over-exploitation and
degradation of forest and marine areas. Conserving biodiversity involves maintaining levels
of species and habitats to ensure their survival and continuing evolution. A critical constraint
to conserving biological diversity is the lack of sustainable, flexible sources of funding.

The program is an important step in fulfilling commitments made under the
International Convention on Biological Diversity and at the Earth Summit in Rio in June
1992. The GOI, U.S. and Japan will fund joint and complementary components of the
program. Under the program, the U.S-funded IBF project supports the development of the
Indonesian Biodiversity Foundation (IBF or Yayasan KEHATf). an independent, self
sustaining grantmaking institution dedicated to funding biodiversity conservation activities by
NGOs, scientists, local communities and others. The Foundation provides Indonesia with a
flexible, catalytic funding mechanism to more aggressively pursue efforts to conserve the
country's biotic wealth. As an international standard foundation it is designed to stimulate
and lead national, regional and local biodiversity conservation programs through networking
and advocacy. Japan plans to provide facilities for a biological life sciences center for ex-situ
research and support the management of the Gunung Halimun National Park (in-situ
conservation programs). Japan's contribution is about $20 million. The Government of
Indonesia will finance operating costs.

A Program Coordinating Committee (PCC) with membership from the GOI, U.S. and
Japan oversees the implementation of the program. The pce will meet at least twice a year
with the Foundation invited to participate as an observer and share information on
Foundation-funded programs.
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Legally established in January, 1994, the Foundation opened its Jakarta office in July,
1994. The Board of Directors is composed entirely qf distinguished private citizens and
includes representatives from two well established international foundations. The Foundation
has met USAID's "grant worthiness" assessment and demonstrated the technical and
administrative ability to handle USAID funds. USAID's planned contribution is $19 million
through the IBF project and about $1.3 million in additional support. The Foundation is
expected to contribute at least $6.5 million in matching contributions. USAID will fund the
initial endowment of $16.5 million, a pilot grantmaking program, and institutional
development (e.g., technical assistance, training and operating costs).

Foundation staff carried out extensive consultations in Jakarta, Central Java and East
Kalimantan to present the Foundation's objectives and solicit suggestions on Foundation
development, operation and focus. Through national leadership and innovative grantmaking,
the Foundation will support three program areas during the initial years: a) building
constituencies for sustaining biodiversity, b) identifying and analyzing public policy priorities,
and c) strengthening community-based nature conservation activities. The Foundation intends
to place priority attention on in-situ conservation, especially in threatened ecosystems such Cl,S.•

the Dipterocarpaceae forests of Kalimantan, testing innovative approaches for promoting
community participation, marine conservation, and ex-situ conservation to document important
genetic resources in areas with high population pressure and development. Accordingly, the
Foundation identified five priority geographic areas:

a) Development of in-situ conservation in East Kalimantan;
b) Sustainable use of biodiversity to benefit communities in North Sumatra;
c) Development of eco-tourism in Bali and Nusa Tenggara Timor;
d) Marine biological diversity conservation in Jakarta Bay; and
e) Development of ex-situ conservation on Java.

The Foundation also plans to promote a broader discussion of critical policy issues, hold
national and regional consultations to exchange information, and assess and strengthen the
capability of prospective grantees to undertake Foundation-funded activities.

By the end of the project, a professional foundation of international standards of good
governance will be making catalytic grants to a variety of institutions, individuals and NGOs
across the archipelago. An endowment will be established and operating that is producing
income and which will be increased to $40 million. Scientists, NGOs, community groups and
others will have conducted and will be continuing to carry out a range of activities aimed at
conserving Indonesia's unique and valuable biological diversity .

..
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BAPPENAS
BCN
BScC
BSP
CA
CITES
DML
FSN
GEF
GEF-SGP
Gal
GOJ
IBCP
IBF
JICA
KEHATI
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Abbreviations and Acronyms

Asian Development Bank .
National Development Planning Agency
Biodiversity Conservation Network/U.S.-Asia Environmental Partnership
Biological Science Club
Biodiversity Support Program
Cooperative Agreement
Convention on International Trade in Endangered Species
Dana Mitra Lingkungan (Fund for Environmental Partnership)
Foreign Service National
Global Environmental Facility
Global Environmental Facility-Small Grant Program
Government of Indonesia
Government of Japan
Indonesian. Biodiversity Conservation Program
The Indonesian Biodiversity Foundation
Japan International Cooperation Agency
Keanekaragaman Hayati (biological diversity)
Lembaga Alam Tropika Indonesia (Indonesian Tropical Institute)
Indonesian Institute of Science
State Ministry of Environment
Ministry of Forestry
Memorandum of Understanding
Non-Governmental Organization
Natural Resources Management Project
Directorate General for Forest Protection and Nature Conservation, MOFr
Project Identification Document
Project Paper
Five Year Development Plan
Technical Assistance
United Nations Conference on Environment and Development
United National Development Programme
The Government of the United States of America
United States Agency for International Development
U.S. Direct Hire
Yaya.wll [lilla Saills Ila)'ari IlIdo!lesia (Poundation for the
Advancement of Biological Sciences in Indonesia)
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1. PROBLEM OR OPPORTUNITY, PROJECT PURPOSE, AND ASSISTANCE .
INTERVENTIONS

1.1 GLOBAL Al'm Th'DOl\~SIAN El\'VIROl\'lvIENTAL CONTEXT A!\1) RATIONALE

The late twentieth century is a time of extraordinary change in the relationship
between people and the natural resources upon which they depend. The scale of human
activities have begun to disrupt the earth's global life support systems -- including its
atmosphere and the wealth of plant and animal life -- in unprecedented ways. Localized
environmental degradation poses real threats to the health and economic well-being of
communities and regions throughout the world.

1.1.1 Global Environmental Context

The state of the environment is now a major worldwide concern. There is growing
awareness that the stakes in environmental protection are enormous -- for developed and the
developing countries alike. Environmental degradation is now seen as a serious impediment" 
to economic development and the alleviation of poverty in the developing world.
Industrialized nations also recognize that much of the world's most valuable environmental
resources reside in developing countries. Stewardship of the global environment calls for
bold leadership in both industrial and developing countries. The problems are unprecedented
and they involve great uncertainty.

1.1.1.1 Biodiversity as a Global Environmental Concern

Chief among these environmental concerns is the worldwide loss of biological
diversity. The international interest in biological diversity stems from the growing dangers
of species extinction, depletion of genetic diversity, and disruptions to water supplies,
forests, and fisheries. The increasing awareness of the importance of biodiversity on the part
of both governments and the general public has created the desire to ensure that no part of
the world's natural heritage is lost through inattention or ignorance.

1.1.1.2 71le Nature of Biodiversity

Biological diversity. or biodiversity, constitutes the totality of all extant species,
ccosystcms and gcnes. It represents more than a simple taxonomic sum, however,
encompassing the variety, variability and uniqucness of all genes, flora, fauna, and habitats
found on thc planet. Thc tcrm is uscd to rercr to ecosystcm divcrsity, species divcrsity (or
"specics richness") and gcnctic diversity. Ecosystem divcrsity relatcs to the enormous
diversity of habitats anti biotic communities as well as the variety of ecological processes
within ecosystems.

I
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Damage to global resources and ecological processes like biodiversity threaten the
economic, social and environmental well-being of all countries. Biological resources provide
enormous direct economic benefits in the form of food, medicines, and industrial raw
materials, and have the potential for generating many more. Biodiversity supplies the
working ingredients for natural ecosystems that provide an array of essential services to
humanity: keeping the air clean, modifying climatic extremes, degrading wastes, recycling
nutrients, creating soils, controlling diseases, regulating hydrological cycles, and so on.
These services are basic to economic growth and development. Scientists and
conservationists fear that destruction of natural ecosystems and their associated species may
in the long run undermine the earth's ability to support diverse forms of life, including
human life. Many species of wild plants and animals, and the ecosystems of which they are
integral parts provide a source of beauty and inspiration to people allover the world.
Although the precise impacts of biodiversity loss on the global environment remain uncertain,
evidence increasingly suggests they could be large and irreversible.

1.1.1.3 The International Framework for Biodiversity Conservation

Several recent international initiatives have begun to provide a guiding framework for·
the prevention of biodiversity loss. The sllccessful negotiation of the Convention on
Biological Diversity (Rio de Janeiro 1992) and its signing by 157 countries at the United
Nations Conference on Environment and Development (UNCED) demonstrates the
commitment by the international community to address global environmental problems. The
principal objectives of the Convention are the conservation of biological diversity, the
sustainable use of its components, and the sharing of the benefits that come from the use of
genetic resources. The Global Biodiversiry Srraregy (1992), an international effort by
scientists, community leaders, governments and industry outlines goals and principles to
guide biodiversity conservation planning at the local, national and international levels.
Existing international agreements such as the World Herirage Convention, the Ramsar
Convention, Unesco's Man and the Biosphere Program, and the Convention on International
Trade in Endangered Species (CITES) provide useful frameworks for international
cooperation as well as mechanisms for protecting sites of global biodiversity significance.

1.1. 1.4 United States aml Japan Commitment to Biodiversity Consermtion

At the Earth Summit in Rio de Janeiro (1992), the governments of Indonesia, Japan
and the United States made a cOlllmitment to promote the conservation of biological
diversity, reflected in their signing of Agenda 21. In June 1993, the United States joined
Japan and Indonesia as a signatory to the International Convention on I3iological Diversity.
The Convention obligates the three governments to undertake the conservation measures as
outlined in Agenda 21. The U.S. and Japan, as signatories to the Convention, also made a
commitment to provide financial and technical assistance to developing countries to help them
fulfill their conservation Obligations.

2
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The United States is committed to reducing long-term threats to the global
environment, particularly the loss of biodiversity. USAID's approach to biodiversity focuses
on conserving the planet's biologically richest ecosystems. Geographically, USAID will
concentrate on two types of areas: those richest in biodiversity and facing the greatest threat;
and those that are least disturbed and present the greatest opportunity for long-term
conservation.

1.1.2 The Indonesian Environmental Context

Indonesia is recognized as one of the world's foremost centers of biological diversity.
It possesses what is probably the richest diversity of plant and animal species, ecosystems
and genetic resources in the world. Although it covers only 1.3 percent of the earth's land
surface, Indonesia holds 25 percent of the world's fish species, 17 percent of bird species, 16
percent of reptile and amphibian species, 12 percent of mammal species and 10 percent of
flowering plant species. The country's tropical forests contain the most biologically rich
ecosystems in the world. Approximately 104 million hectares of closed tropical forests
remain in Indonesia today, comprising more than half of Asia's remaining tropical rain
forests. Indonesia has more marine coastline than any tropical country. It also contains the" ..
most extensive system of coral reefs in the Indo-Pacific Ocean, providing shelter to a rich
variety of corals, fish and other reef organisms. This combination of tropical rainforests and
rich marine resources makes Indonesia one of ten "mega-diversity" countries in the world.

1.1.2.1 The Status of Indonesia's Biodiversity

In Indonesia, high levels of ecosystem diversity, species richness and endemism
coexist with a rapidly industrializing economy and a large, growing and internally mobile
human population, much of which is rural and engaged in agriculture and fishing. The
country has the world's longest list of species threatened with extinction, including 126
birds, 63 mammals and 21 reptiles.

One of the gravest threats to Indonesia's terrestrial biodiversity is posed by logging
and agricultural encroachment of forest areas. As early as a decade ago, most provinces had
already lost 80 percent or more of their lowland forests. Currently, timber concessions
cover 53.4 milIion hectares of the Outer Islands and it is anticipated that all of these
concession forests will be logged within the next 30 years. Excessive poaching, hunting and
environmental pollution also seriously threaten specific species and habitats.

Marine habitats, mangrove forests and wetlands are deteriorating as a result of
over-exploitation, conversion to agriculture, pollution and degradation. More than half of the
coral reefs in Indonesia are in advanced states of destruction. Over-fishing,
siltation/pollution, and the use of harmful fishing techniques such as dynamiting, poisoning
and coral reef mining are gradually reducing the variety of marine species. Continued rapid
economic growth ill Illdon~~ia, whik e~sential in mceting its devclopment strategy of "growth

3
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with stability" in the years ahead, will greatly increase the pressure on the country's natural
resources and critical ecosystems.

Issues of "sustainable development" -- including the loss of biodiversity-- have
become increasingly important for Indonesia over the past decade. While the Government's
past development efforts have been remarkably successful in stimulating economic growth
and reducing widespread poverty, the pace and pattern of development have led to growing
concern about the sustainable use of natural resources. The growing attention to issues of
"environmental sustainability" in the GOI development strategy demonstrates an increasing
awareness of the costs and risks of environmental degradation, including the loss of
biodiversity.

Indonesia has a strong vested interest in conserving its natural resources and
protecting critical ecosystems upon which so much of its economic activity depends. The
direct and measurable benefits from agriculture, forest resources, fish and other marine
products and related revenues from tourism are enormous. Terrestrial and marine
ecosystems protect watersheds and coastal areas from erosion, provide essential habitat for
the growth of plants and animals, and assimilate human and industrial waste. Preserving
these critical ecosystems also protects valuable biological resources thus avoiding the
foreclosure of future options. Biodiversity must be protected for its potential -- if unknown
-- value for future development.

1.1.2.2 Indonesia's Biodiversity is a Global Resource

Protecting Indonesia's biodiversity is a global concern because its benefits accrue not
only to the citizens of Indonesia but to people all over the world. For example, Indonesia's
rainforests and coral reefs play an important role in maintaining global ecosystems and serve
as a repository of the world's remaining "gene pool." This biodiversity represents a
storehouse of considerable potential value to future generations worldwide. The world as a
whole thus stands to lose a great deal if this biodiversity is lost.

Besides the tangible economic and health benefits available worldwide, many people
attach value to the existence of species and habitats in Indonesia that they may never see or
use. The market, however, does not reflect many of the intangible benefits that people gain
from biodiversity, since they do not have to pay for these benefits. Consequently, Indonesia
acting in its own national interest, will tend to protect its biodiversity less than if it took its
global value into account. If the international community wants to ensure a higher level of
protection than would bc chosen by Indonesia acting on its own, financial invcstmcnts
promoting the sustainablc use of Indoncsia's biological resources must be made.

4
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Current Efforis to Protect Indonesia's Biodiversity

The Government of Indonesia fully recognizes that its biological treasures are a
national and global asset and is co"mmitted to protecting them for the benefit of future
generations. Its policy on biodiversity protection is embodied in the National Strategy for
Biodiversity Management and the Biodiversity Action Plan for Indonesia both of which are
consistent with an environmentally responsible development strategy (Annex F includes a
summary of the Biodiverisity Action Plan for Indonesia). While pursuing the development
goals of poverty reduction and economic growth, it will obviously not be possible to preserve
all of Indonesia's remaining ecological assets. The goal is to ensure the sustainable use of
most of these assets.

To protect its most valuable natural ecosystems and biological diversity, Indonesia has
designated nearly 50 million hectares of terrestrial and marine resources as conservation
areas. Despite the substantial size of this conservation system, it may still be inadequate to
conserve all ofIndonesia's rich biodiversity. Some habitats, such as lowland forests are
poorly represented in the system. Many of the designated conservation areas have small or
nonexistent budgets and little effective management. Effective management of parks and
protected areas is constrained by several factors including: a lack of participation by local .""
people; limited environmental awareness on the part of the public; and insufficient funding.
Successful protection of biodiversity requires the cooperation and support of local
communities and a degree of inter-agency coordination by central and local government
authorities. The involvement of international and local NGOs can also benefit the design and
implementation of conservation projects.

In addition to terrestrial and marine conservation areas, ex-situ (off-site) protection
plays an important role in conserving a small but often critical part of total diversity. Ex-situ
efforts in Indonesia include the maintenance of a number of botanical gardens and arboreta
focused on conserving plant diversity. Several zoological parks are also involved in captive
breeding programs aimed at preserving threatened species.

Primary responsibility for in-siru conservation of biological resources rests with the
Ministry of Forestry's Directorate General of Forest Protection and Nature Conservation
(PHPA). This agency has been responsible for establishing a system of national parks,
nature reserves, wildlife sanctuaries and protection forests. The Indonesian Institute of
Sciences (UPI) maintains ex-siru biological collections and the ethnobotanical and zoological
museums. The Ministry of Agriculture and the Ministry of State for Research and
Technology are involved in germ plasm conservation activities. Responsibility for
coordinating policies and programs related to biodiversity is shared between the National
Development Planning Agency (13APPENAS) and the State Ministry for Environment (LH).
A 13iodivcrsity Working Group, which inc1mks mcmbers from Govcrnmcnt, universities and
NGGs meets rcgularly to discuss biodiversity conservation issucs.

Much of the impetus and cnergy bchind biOdiversity conservation in Indonesia
emanates frolll non-gov~rnll1ental groups. NGGs have been active in many areas relevant to
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biodiversity protection, including social forestry projects, management of national parks,
establishment of community seed banks, development of local databases, promotion of
sustainable uses of biological resources and expanding public awareness and understanding
the needs and cultures of indigenous peoples. NODs playa crucial role in raising public
awareness of the ecological, economic and social importance of biodiversity, and are
increasingly providing an objective analysis of government policies and programs.

1.1.3 The Rationale for the Indonesian Biodiversity Foundation Project

1.1.3.1 The Problem

Ensuring the sustainable use of biological diversity encompasses a broad range of
activities which are at the same time multi-sectoral, public and private, commercial and
non-commercial, as well as international and domestic. Responding to such complexity
cannot be accomplished by either the public or private sectors acting alone. The situation
requires public/private partnership efforts. For example, governmental entities are often
unable to initiate the kinds of activities and research critical for generating new ideas and
creative approaches that are badly needed in order to conserve biodiversity throughout the
Indonesian archipelago. Government agencies, by virtue of their centralized structures and
weak staffing, simply do not have the flexibility nor the reach required to address the threats
to Indonesia's biotic wealth.

The increasing number of natural resource-related NGOs in Indonesia indicates
growing non-governmental efforts to conserve biodiversity. Indonesia's national commitment
to biodiversity conservation can be better served by greater involvement of NGOs capable of
implementing such activities. To date, private organizations have, however, been limited in
their contribution to monitoring and protecting biologically diverse habitats. Institutional
strengthening, additional funding and human resource development are needed to overcome
the limitations of these NGOs. Local communities in rural areas are also increasingly
involved in natural resource related issues.

Indonesia's natural science institutions and scientific community also have the
potential to play an increasingly significant role in biodiversity conservation, if their
organizational capacity and human resource development are strengthened. Support for
applied research needs to be emphasized. Linkages between concerned institutions also need
to be established and strengthened to maximize coordination and collaboration among various
groups working on biodiversity-related issues.

Public access to information on biodiversity and its importance to Indonesia remains
very limited at present. Broader public understanding and support for biodiversity
conservation is needed for national programs to gain momentum and achieve sllccess.
Awareness of the importance of sustaining the nation's biological resources must be
promoted among both private citizens and public leaders.
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Increased investments are needed to support the implementation of the Biodiversity
Action Plan. Existing levels of government expenditure are inadequate to assure the
long-term management of protected areas and critical ecosystems. Direct government
expenditures for protected area management and conservation are estimated at approximately
$6 million annually, or 0.01 per cent of the annual national budget. Budget allocations for
research are also limited. Potential sources of additional conservation financing include
allocations from the national budget, user fees at national parks, special taxes and increased
development assistance. The Gar is understandably reluctant to add to its already sizable
external debt to fund the management of parks and preserves and other activities to protect
biodiversity, preferring to rely on domestic resources. Domestic sources of private and
corporate wealth have yet to be tapped for their potential contribution to conservation
funding.

Given the global benefits of protecting Indonesia's biodiversity, additional resources
are needed from the international community to support its conservation efforts. Additional
donor funding, to be effective, must be consistent with the absorptive capacity of
implementing agencies, indigenous NGOs and local communities. Additional intermediary
institutions are needed to channel development assistance towards effective conservation
activities.

To summarize, there is a need for flexible and innovative funding mechanisms--which
complements government activities--capable of responding to emerging conservation priorities
in research, policy analysis, monitoring and management of protected areas, institutional and
human resource development, public education and the creation of networks among
institutions and conservation groups.

1.1.3.2 The Response

The Indonesian Biodiversity Foundation Project has its origins in a Presidential
initiative in early 1992 (Tokyo Declaration). The initial project design concept focused on
the creation of a center, jointly supported by the United States and Japan, dedicated to the
conservation of biodiversity. Consultations between the Governments of Indonesia, Japan
and the U.S., and individuals representing scientists, private~i~ctor, academics and
conservation NGGs from July 1992 to January 1993 made it"\lear that the Indonesian
partners did not want a new center which would duplicate the roles 'and functions of existing
institutions (of which there are many concerned with biOdiversity). The priority that
emerged from these consultations focused on the need to (a) inake existing institutions
function morc effectively, and (0) reinforce the linkages among these institutions. The
desirability of establishing a nongovernmcntal foundation-type institution, to be supported by
the U.S., cmcrgcd from thcse consultations. At thc samc timc, Japanese assistance will be
directed to strengthening government institutions and conservation programs.

A foundation-type institution reprcscnts an appropriatc rcsponse to the complex
problem of biodiversity cons~rvation in Indonesia. Through creative grantmaking, a
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foundation can stimulate collaboration and linkages that would be hard to develop in the_
absence of the funding lever. An independent foundation has a flexibility and reach enabling
it to work across private and public sector interests adroitly if it is mandated to do so. A
foundation is also likely to do far more for strengthening and catalyzing the NGO community
than other Indonesian institutional alternatives. Finally, a foundation represents a unique
institution capable of channeling funds from donors· interested in the sustainable use of
Indonesia's natural resource base through its grantmaking.

Throughout Africa, Latin America and Asia, new forms of publicly endowed
grantmaking foundations are now emerging. These foundation-like organizations differ from
traditional bilaterally-funded "projects" managed by NOOs in several respects. These
institutions, which are at the interface of the public and private domains, are governed by
autonomous boards or trustees composed largely of private citizens who have the authority
and responsibility to oversee funds and the distribution of grants. They are funded from the
income earned on endowments intended to provide a secure and steady stream of income to
support public interest activities. These endowments are typically created from a mix of
public and private funds.

1.2 PROGRAi\1 FRAMEWORK: THE INDOJ\"ESIAN BIODIVERSITY CONSERVATION PROGRA.M

In the Tok.l'o Declaration, signed by President Bush and Prime Minister Miyazawa
(January 1992), the United States and Japan mutually agreed to strengthen cooperation in
preserving the environment by helping developing countries create national centers for the
management and conservation of natural resources. In Indonesia, the first country selected,
the two countries have proposed a coordinated program of assistance for the conservation of
biological diversity. The collaborative bi-lateral effort -- the Indonesian Biodiversity
Conservation Program -- is designed to support the implementation of Indonesia's National
Srrarcgy for Biodiversity Managemenr and Biodiversity Acdon Plan for Indonesia. The joint
program is based on the premise that bi-lateral support for biodiversity conservation in
Indonesia will have a greater impact through U.S. and Japanese cooperation in specific
program activities and through mutual discussions of policy and implementation issues.
Consequently, both governments are planning to fund complementary and parallel
components of the joint program.

:;J>:J

Japan's proposed contribution to the joint program includes improving e.x-situ
(off-site) conservation facilities, supporting scientific research programs, assisting the
management of Gunung Halill1un National Park, and supporting the development of a
national biodiversity information network system. Assistance will be provided to the
National Institute of Sciences (LIP!) and the Directorate General of Forest Protection and
Nature Conservation of the tvlinistry of forestry.

The United States' component of the joint program will be provided through the
Indoncsiau Biodivcrsity FOlludation Projcct--an institutional building project that
complements the GOl's programmatic approach. The U.S. will support the establishment of

8



INDONESIAN BIODIVERSITY FOUNDATION· PROJECT PAPER

an independent, grantmaking institution whose grants would fund a wide variety of activities
designed to catalyze and lead national, regional and local biodiversity programs. Since the
sustainability of this institution is central to accomplishing the purposes of the project,
USAID is proposing to establish and capitalize an endowment fund for the purpose of
providing a sustained flow of financial resources to cover recurrent operating costs and
conservation activities.

The Government of Indonesia will support in-situ and ex-situ components of the
program, in particular, the operating costs of the Japan-funded component.

A Program Coordinating Committee, representing the GOI, GOJ and the U.S., will
oversee the implementation of the program. The Committee is chaired by BAPPENAS with
the Ministry of Environment as Vice Chairman, other GOI agencies are the Ministry of
Forestry and the Indonesian Institute of Sciences. The Program Coordinating Committee will
monitor overall implementation progress to ensure that the Program is operated effectively
and efficiently, and will propose appropriate measures to the countries concerned to guide the
Program.

1.3 GOAL MTI PURPOSE OF THE J1\TIOi\'ESIAN BIODrYERSITY FOill\TIATION PROJECT

The goal of the Indonesia Biodiversity Foundation Project is to strengthen Indonesia's
ability to protect and sustain its extraordinary biodiversity for the benefit of both its own
citizens and the international community now as well as for future generations.

The purpose of the project is a) to create and strengthen the capability of institutions
engaged in the sustainable use of biodiversity, and b) to promote the wider adoption of
proven policies and practices in biodiversity conservation.

To achieve this goal and purposes, USAID is providing support to the new Indonesian
Biodiversity Foundation, an independent, non-profit grantmaking foundation which intends to
act as a flexible, catalytic funding mechanism for identifying innovative ways to manage and
conserve Indonesia's biotic wealth.

1.4 RELATIONSIIIP WITII GOI'S DEVELOl'l\IEi\'T STRATEGY

Indonesia's second 2S-year devclopment strategy (1994-2019) is aimcd at achieving a
per capita income of SI,OOO by year 2000 (from $700 in 1993) through sustainable economic
devclopmcnt. A potcntial constraint is the decline of nalLlra! resourccs, especially forests and
marine/coastal rcsources. Thus, thc GOI strives to achicvc a balance betwcen the usc of
natural resources for cconomic developmcnt and conscrvation for environmcntal needs.
Other key GOI dcvelopmcnt strategics, sllch as the Nwiona/ StratC'gy for Wod/\'crsity
Mal1ag(,Jl/f!lf and the !Jiodi\,('I"sity Actioll Flail/or Indo//C'sia endorsc greater community and
NOO participation in th~ management of natural resources and development of ncw
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environmentally-based technologies and industries, such as eco-tourism and biotechnology.
The planned assistance for the development of the Indonesian Biodiversity Foundation is
consistent with the GOl's overall development strategy and designed to support the
implementation of the Strategy and Action Plan.

1.5 RELATIONSHIP \VITH l\llSSION'S STRATEGle FRAMEWORK

USAID Indonesia' program goal is to support broad-based and sustainable economic
growth--achieving a per capita income of $1,000 by the year 2000. To achieve this goal,
USAID has defined five strategic objectives. These are:

* Develop a more competitive, participatory economy;
* Improve health and reduce fertility;
* Decentralize and strengthen natural resources management,
* Strengthen urban environmental management; and
* Increase the effectiveness of key institutions in supporting citizens' rights and

civic participation.

The Indonesian Biodiversity Foundation Project will directly support the
environmental objective to decentralize and strengthen natural resources management. In
order to achieve this environmental objective, US AID will support greater participation by
stakeholders, reduced pollution by natural resource-based industries, improved policy
development and implementation, and strengthened institutional capacity for biodiyersity
conservation. One indicator for measuring progress is the "amount of research, public
awareness, policy studies and other activities carried out by NGOs, community groups,
scientists and others to support the conservation of biological diversity". The IBF project
intends to increase the amount of funding available to support biodiversity conservation in
Indonesia. The project will also support the Foundation's leadership role in promoting broad
discussion of critical issues and policy options.

The project will also promote the participation of concerned parties--community
groups, NGOs, scientists, GOI officials and others, in discussing constraints and
opportunities for using Indonesia's biological wealth in sustainable ways. This would
include approaches for balancing the need to generate economic benefits with national
conservation interests. Grantl11aking activities would strengthen local institutions (e.g.,
village structures, NGOs and scientific organizations). Hence, the project will contribute to
increased civic participation and sustainable economic growth.

1.6 PROJECT DESCIUI'TION

The Indoncsian Biodiversity Foundation Project has threc primary componcnts.

A. The development or an indepcncknt, prorcssional, non-profit foundation-type
institution of intanational standing, and generation of additional contributions
for program and operating costs.
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B. The creation and management of an endowment fund designed to sustain this
institution financially, provide a stream of income for a grantmaking program
and to encourage contributions of additional funds for the endowment.

C. Strengthened national leadership and establishment of a high quality grants
program providing funds to organizations and communities engaged in
activities which promote the sustained use of biological resources.

1.6.1 Project Component One: The Development of a Professional, Independent
Foundation

The first component of the Project is support for the development of the Indonesian
Biodiversity Foundation as a strong, independent, professional, grantmaking foundation. This
institution-building component of the project has several key requirements. The Foundation
must have a sound legal basis, strong governance and leadership, and its staff must be of
exceptional caliber. International standards of financial management must be practiced.
Personnel policies, general operating procedures, fund raising plan, grantmaking and
investment policies, conflict of interest policy, public information strategy, staff development
plan and effective national and· international linkages are considered fundamental components'
of the institution-building process.

The Indonesian Biodiversity Foundation (Yayasan Keanekaragaman Hayari or Yayasan
KEHATf) was formally established on January 12, 1994 after more than a year of design and
planning. It was legally established as a nongovernmental, non-profit, independent
Indonesian foundation (yayasan). The Articles of Association for the IBF define its objective
as supporting the conservation of biological resources. The IBF is governed by a board of
trustees composed of twenty three distinguished private citizens representing a broad range of
scientists, nongovernmental leaders and individuals from the business community. Members
of two internationally known foundations are on the Board of Trustees. Trustees serve in
their personal capacities, not as representatives of organizations in which they hold formal
positions. There are no senior government officials on the board. The selection of trustees
was the result of extensive consultations with government officials, scientists and NGOs.
The creation of the Foundation and its independence has received support from the highest
levels of the Indonesian government.

The IBF has a two-tiered governance structure, with the Board of Trustees holding all
legal responsibility for the Foundation. A seven member Executive Board has been
appointed to supervise the management of the f-oundation consistent with policies determined
by the trustees. The Board of Trustccs meets annually, while the Executive Board meets at
least quarterly. Annex j\·t, Volumc II contains the Foundation's Articles of Association, By
Laws, Connict of Interest Policy, and GOI tax exemption approval.

The foundation has a small professional staff consisting of an Executive Director,
Finance Manager and Program Coordinator. Other program onicers may be added as the
Foundation's gralltmaking program dc\'~lops. A small administrative support staff is in
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place. The concept of a "lean and efficient" staff size is employed in order to conserve _
resources for grants.

The trustees have also established two committees (investment and grantmaking)
composed of board members and outside individuals with specific technical competence. In
order to extend the Foundation's reach in both program substance and geographic coverage,
three or four advisory panels may be established, composed of respected scientists, NGO
leaders, members of the business community and regional representatives. These panels
would give the Foundation scientific and policy competence, while enhancing the perceived
legitimacy of the Foundation's grantmaking operations. In the future, the Board of Trustees
may also elect to establish an international advisory panel composed of well-known U.S. and
Japanese foundations in order to bolster the Foundation's domestic and international
credibility.

A critical aspect of institutional development is strengthening the Foundation'S ability
to raise funds for its endowment, program and operating costs. The willingness of donors to
contribute and support the Foundation will be a key indicator of the Foundation's
organizational strength. Annex A.8, Volume II includes the Foundation's Fund Raising
Strategy.

The target output of this component is a foundation which has established a record of
excellence in governance and innovation in its approach to biodiversity conservation.
Excellence in governance will involve a high standard of transparency and openness in all
financial matters. A major international accounting firm has designed the Foundation's
financial system. The Foundation will issue annual reports of accomplishments and financial
status. These will be widely distributed to ensure accountability to the Indonesian public.
An active and knowledgeable board of trustees will be providing policy guidance and
oversight to the Foundation's programs and operations. A small professional staff with the
requisite qualifications managing a cost effective operation is also an important output. In
order to meets its 25 % matching contribution requirement, the Foundation will carry out a
carefully structured fund raising program to raise at least $6.5 million ($1.8 million for
program and operating costs and $4.7 million for the endowment). Over the life of the
project (ten years), the Foundation plans to raise at least $29 million for the endowment,
program and operating costs. Thus, with USAID's planned contribution for the endowment
plus planned matching contributions, over the life of the project, the Foundation plans to
increase the endowment to at least $22 million. The project design identified a realistic
target of a $40 million endowment over the life of the project. During the initial five years,
one independent and two internal evaluations will be conducted to identify improvements in
Foundation management, and action plans preparcd to carry out appropriate
rccoml11cndations.

1.6.2 Project CompollclIt Two: Thc Crcation of all Endowment Fund

The second componcnt of the project is lhe creation of an endowment fund.
Approximately $ 16.5 million (of appropriated dollars) is proposed for the crealion of the
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Indonesian Biodiversity Foundation endowment. An endowment of this size will provide the
Foundation with a sustained source of income to meet operational expenses and support-a
small grantmaking program focused on biodiversity initiatives. This initial endowment fund
is intended to serve as seed capital, with additional contributions expected during the life of
the project.

An endowment represents the capitalization of a fund, independent of the donor (in
this case USAID), the objective of which is to generate income in order to maintain the
activities of a private, non-profit institution. USAID permits endowments to be established
when program goals a'nd objectives cannot be attained through traditional forms of grant
assistance.

The creation of an endowment through a single grant represents a significant transfer
of public resources and the delegation of authority to an independent host-country institution.
Consequently, the design of the endowment component required careful deliberations. The
IBF, through its Board of Trustees, will be legally obligated to and accountable for managing
the endowment in accordance with the terms to be specified in the Cooperative Agreement
between USAID and the IBF.

USAID Aurhority to establish an e/ldowmellf. Endowments have emerged in recent years as a new
mechanism for USAID to achieve its devdopment objectives. Prior to 1990, USAID's authority to
grant funds for the establishment of endowments was severely restricted. Federal appropriations
law generally prohibited the recipient of a grant made with appropriated dollars from retaining any
interest income while holding these funds. In 1990, Congress enacted legislation (Section 584,
FY1990 Foreign Assistance Appropriations Act) permitting NGOs to retain interest on local
currency acquired through the exchange of appropriated dollars. Congress 'signi ficantly expanded
the authority in 1993 to permit NGOs which were grantees of USAID to reuin interest on
appropriated dollars and to establish endowments with these funds. USAID issued guiddines
covering endowments created with appropriated dollars in July 1994.

The financial assets of the endowment will be managed in accordance with the
Foundation's Investment Policy Statement approved by the Executive Board and USAID
Indonesia. The Investment Policy Statement and Guidelines are the principle documents
governing the management of the endowment (Annex A.9 contains the Investment Policy
Statement and Guidelines). This policy provides guidance in establishing the long-term
investment objective for the endowment, determining a spending rule and rate of return
goals, and allocating assets. An Investment Committee, composed of trustees and outside
experts with financial expertise, developed the policy with technical assistance provided by
USA IDlIndonesia.

Thc long term inve:ill11cnt objectivc of the endowmenl fund will be to preservc its
valuc in real tcrms (i.e., adjU:ilCd for inllalion) over timc while at the same time generating
income to support the Foundation's grantmaking program and operating cxpenscs. To
achieve these objeclives, a portion of the annual investment income and/or capital gains must
be retained as endowment capital. How much income the endowment is able to generate
depends on the size of the endowment and the rate of return on investments (called total
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return). Total return from the endowment will include interest earnings, dividends and _
capital gains from the sale of marketable securities.

The IBF has established a spending policy stipulating that between 3 and 5 percent of
the market value of the endowment will be spent on grants and operating expenses each year.
To achieve this spending level, the YBF will invest the endowment capital in a portfolio
consisting of both fixed-income and equity investments.

The IBF does not have the in-house asset management skills necessary to
professionally manage the endowment fund assets. Thus, the IBF will select (through a
competitive bidding process) the purchase of unit shares in one or more pooled instruments
(i.e. mutual funds or co-mingled funds) which are registered in the U.S. and denominated in
U.S. dollars. The USAID grant to establish the endowment will be disbursed directly to the
IBF's account(s) located in the United States. The Investment Committee is responsible for
supervising and reporting on investment performance to the Executive Board.

The $16.5 million provided by USAID represents endowment seed money. For the
project to achieve the goal of developing a substantial grantmaking program, project design
identified a target of around $40 million (in real terms) over the life of the project. A major'
fund raising effort will be required to obtain additional endowment and program
contributions. An additional target output of this component is an average annual net
investment income of $700,000 generated from the USAID-funded endowment during years
two to five for program and operating costs.

1.6.3 Project Component Three: Developing a high quality Grantmaking and
Networking Program

The third component of the Project is development of the Foundation's grantmaking
and networking program to promote biodiversity conservation. The National Strategy for
Biodiversity Managemenr and the Biodiversity AClion Plan/or Indonesia identify a wide range
of concerns and provides a framework within which the Foundation will develop its program
to support biodiversity conservation across the archipelago.

Program choices are the responsibility of the Foundation's Board of Trustees. The
trustees have consulted with all of the principal biodiversity constituencies during the process
of making initial program decisions. Such a transparent process has extended the
foundation's legitimacy b~yoncl the initial founckrs group and has broadened prospective
grant seekers' undcrstanding of its role. During the first year of opcration, trustees and stafr
will expand the process of dialog 011 program priorities and conservation necds in diffcrcnt
parts of the country.

During the initial years of its operations, the Foundalion's networking, advocacy and
grantl11aking focus on three program priori tics.
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A. Building Constituencies for Sustaining Biodiversitv

Without broad public understanding and support for biodiversity conservation, it is
unlikely that the sustainable use of biodiversity can be achieved. The Foundation will
support, through grants, NGOs and community organizations throughout the
archipelago, and public education/media programs which demonstrate to the general
public and Indonesian leaders the importance of sustaining biodiversity.

B. . Identifving and Analvzin2: Policv Priorities

The Foundation wishes to encourage the identification and analysis of public policies
of national and regional relevance. Grants will be provided to NGOs, policy research
institutes and institutions of higher education, for research and studies associated with
economic choices, institutional arrangements, legislation and utilization and
conservation practices. The Foundation will promote a broad discussion of
biodiversity conservation issues and policy options through networking and advocacy.

C. Stren2:thening Communi tv-Based Nature Conservation Activities

The Foundation will provide grants for innovative, community-based conservation
activities undertaken in various parts of the country. Activities which prevent
biodiversity loss and provide income for vulnerable groups will be given priority.

The Foundation's Grantmaking Committee and staff recommend grantmaking policies
and procedures for review and approval by the Executive Board. Accordingly, the
Foundation has formulated program guidelines to inform the public of the types of projects it
intends to fund and institutions eligible to receive grants, the funding limits for each grant,
and when decisions about awarding of grants will be made (Annex A.1O, Volume II includes
the Foundation's Grantmaking Policies and Procedures). Clear guidelines will be
communicated to prospective grant s'eekers as well as the broader public. D~e to staff
constraints and the need to focus efforts, the initial grantmaking procedure will use a
competitive award system. In the future, the Foundation may decide to modify the
grantmaking procedures to allow for proactive initiation and development of grants. Internal
procedures for screening and evaluating grant applications have been formulated. Grants will
be screened by staff members and Review Panels selected by the Grantmaking Committee.
The staff and Review Panels will make recommendations for action by the Executive Board.
Criteria for evaluation will be published and adhercd to in decision-making. Systems for
maki ng grant payments to reci pknts, mon itori ng and reponi ng systems for grants, cval uation
of grants, and public reponing or grants are designed and ready for implementation.
Additional grantmaking pOlicy (kcisions will be made during implemcntation of the project.

The foundation will establish and strengthen networks of community groups, NGOs
and sci~ntific/cdllcatiol1 institutions concerned with biodiversity conservatioll, and promote
the adoption of improved policies and practices through its advocacy work.
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During the initial five years, the target outputs are: eight requests for proposals _
issued, grant proposals evaluated and grantees informed of status/required revisions, and over
$1 million in grants awarded. Three networks established and strengthened through
workshops and training. At least two consultations (national and regional) held each year to
discuss conservation priorities and possible innovative programs.

1.7 PARTICIPATION IN THE PROJECT DESIGN AND INlPLElvIENTATION

A wide range of scientists, government officials, academics, NGO leaders (both
domestic and international), members of the legal community, representatives of multilateral
and bilateral aid programs, and representatives of international foundations have been
involved in the project design process. Numerous meetings and workshops have been held to
discuss the objectives and activities of the Foundation. Selection of the 23 member Board of
Trustees was open to broad consultations, especially among NGO leaders and scientists.
Through this participatory process, a wide range of citizens have made important
contributions to the concept and implementation of the Foundation. The impact of this
participation has been the creation of an independent institution, outside of government, with
a distinguished Board of Trustees representing many elements of Indonesian society. The··'
Foundation plans to continue this broad participation during the design and implementation of
its operating procedures and grantmaking programs.

2. PLAN OF ACTION

This section describes the duration of the project, how it will be managed, planned
technical assistance, implementation schedule and procurement plan. This section also
outlines the requirements for the planned Cooperative Agreement.

2.1 LE1'GTH OF PROJEC.:T

The length of the project and the Cooperati~e Agreement is 10 years. The first
evaluation, scheduled for year 3, will examine implementation progress under the
Cooperative Agreement and assess if any modification to the Cooperative Agreement is
recol11mended. The second evaluation, scheduled for year five, will review overall
implementation progress, USAID management requirements and proposed ten year length of
project to determine if it would be appropriate to reduce the length of the project. As
currcll tl y designed, several restrictions wi II conti nue to appl y to the elldowmen t as the
endowment itself continues, even after the Cooperative Agreemcnt and project have
otherwise ended.. As appropriate, the need to continue restrictions after the project is over
may be re-examined in lata years, in consultation with USAID/Wasl1illgtol1.
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2.2 PROJECT MANAGEMENT

The management of the project is the responsibility of both the IBF and
USAID/Indonesia mission. The complexity of the management functions calls for a clear
delineation of the roles and responsibilities of these two entities. Figure 1 illustrates the
relationship among the key organizations involved in the project.

The Indonesian Biodiversity Foundation, as represented by its Executive Board, is
responsible for overall project implementation. The USAID/lndonesia mission is the other
implementing entity.

2.2.1 USAID Role and Responsibilities

A Cooperative Agreement (CA) will provide the framework for the management
responsibilities of both USAID/lndonesia and the IBF. The Cooperative Agreement
authorizes a form of assistance that includes substantial USAID involvement in the project.
USAID/Indonesia will be exercising a high level of involvement in project implementation for
several reasons. First, the IBF as a new organization will require extensive technical and ."
financial assistance to develop into a strong, professional institution. Second, the authority to
create an endowment using appropriated dollars is a recent development and will be closely
monitored by USAID/Washington and Congress. Third, the IBF project is being attributed
to the United States' contribution to the Global Environmental Facility and thus will require
special monitoring:

During the first five years, USAID will provide three types of assistance to the IBF.
First, to support its effort to develop into an independent institution with international
standards. Second, USAID will provide the Foundation with initial endowment capital.
Finally, USAID will assist the Foundation in developing a high quality grantmaking,
networking and advocacy program. From years five to ten, USAID will monitor
implementation progress as set forth in the Cooperative Agreement. After year 10, USAID's
only formal relationship with the Foundation will be to review any matter or decision for
which USAID approval is required under the specific requirements in the Cooperative
Agreement that continue as long as the endowment continues.
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Un~er the Cooperative Agreement, USAID/Indonesia will stipulate a "substantiaJ
involvement" clause which will be used to describe USAID's relationship with the IBF. The
CA description of "substantial USAID involvement", as well as routine monitoring, will
include the following requirements applicable to the program. USAID will:

A. Review and approve (i) annual work plans and (ii) quarterly progress reports and
financial statements for USAID funds provided under the CA (e.g., liquidation of
cash advance for previous month and request for additional cash advance for next
quarter; section 5.2 describes the cash advance system);

B. Review and approve the substantive provisions of contracts with firms providing
professional services (e.g. asset managers, audit firms, financial management firms,
evaluation, etc.) if financed by USAID funds, prior to awarding contracts;

C. Concur on all IBF staff appointments funded under the Cooperative Agreement;

D. Monitor the implementation of policies and activities regarding Foundation
development/governance, endowment management and grantmaking;

E. Review IBF annual report of operations;

F. Concur on any change in the Foundation's Investment Policy Statement and
Guidelines for the USAID-funded endowment, Grantmaking Policies and Procedures,
By-Laws, Conflict of Interest policy. Fund Raising Strategy, Articles of Association,
and endowment asset management contract(s);

G. Participate in Board of Trustee meetings as an observer; and

H. Together with Foundation staff, monitor implementation progress of selected grants.

It is important to note that USAID staff will be expected to visit field sites of
Foundation grantees to monitor the performance of Foundation grantees in order to assess
their progress in meeting objectives. including progress in achieving specified outputs as
measured by interim benchmarks or indicators of progress. This information will be used in
evaluating the effectiveness of the Foundation's grantmaking program. USAID is not
however responsible for the technical performance of the grantees. USAID will also use this
information in reporting on progress under the Mission's strategic objective to sllpport
decentralization and strcngthen natural resources managemcnt.

Thc Onice of Agro-Enterprises and Environment of USAID/Indonesia will manage
the mr project. An AEE Project Orticer (US Direct Hire) will be responsible for
communication with the 18r: on all program and technical matters related to the CA. The
USDH Project Oflicer will have other responsibilities and will allocate about one fourth of
his/her time directly to managing this project. A full-time Foreign Service National (rSN)
Project Manager is requircd to carry out USAID management and monitoring functions. The
nature of the relationship betwecn USAID and the Il3f will be governed by tile program
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description in the Cooperative Agreement.· The Project Officer and Project .Manager will be
responsible for preparing and submitting quarterly and semi-annual reports on implementation
progress of the IBF project to senior Mission management and IBF.

As a basis for the Indonesian Biodiversity Foundation Project and Cooperative
Agreement, a Record of Discussions was signed regarding the overall Indonesian Biodiversity
Conservation Program. Parties to this agreement are the governments of Indonesia, Japan
and the United States. In addition, a Memorandum of Understanding (MOU) will be signed
between USAIDlIndonesia, Yayasan KEHATJ, and the Ministry of Environment. This
agreement provides more detail on the relationship between the Foundation and the GOI, and
documents the intentions of the three parties to support the development of the Foundation as
part of the overall Indonesian Biodiversity Conservation Program. Annex K contains copies
of the Record of Discussions and draft MOU.

2.2.2 IBF Role and Responsibilities

The main responsibility for implementing the project rests with the Board of Trustees
and Executive Board of the Foundation. The Trustees have empowered the Executive Board','
and as appropriate, the professional staff, with the authority to represent the Foundation in
legal matters and the management of financial assets. Management tasks for the Executive
Board include: establishing personnel (including compensation) and operating policies,
approving operating budgets, recruiting and orienting senior professional staff, establishing
committees, establishing public reporting schedules, ensuring accounting and audit
requirements are met, assuring compliance with USAID regulations, identifying and
soliciting other financial resources, establishing major program priorities, and developing
grantmaking and investment polices.

The Executive Director and other professional staff of the Foundation are responsible
for the daily operations of the Foundation and implementing its program of activities. The
Executive Director is responsible for hiring, orienting and training program officers to cover
the major program domains determined by the trustees. The Finance Manager is responsible
for implementing the financial management systems in accordance with international
standards, overseeing budgets, preparation of financial reports and audit requirements.
Support staff wil! implement the internal operating systems consistent with the highest
standards of professionalism and transparency.

TIle Foundation's In vestmcn t COlllmittee is responsible for moni toring the
pcrformance of the endowment fund and reporting regularly to the Executive Board. The
Executive Board will cnsure that investment procccJures comply with the Foundation's
Invcstmcnt Policy (approved by the Executive Board and U51\ID).

The Foundation's Grantmaking Committee is responsible for recommending
appropriate grantmaking policies to th~ Board. Program ofticcrs have primary responsibility
for implementing th~ operational aspects of the grantmaking program. They will solicit
proposals within program areas designated by the trustees, review and recommend projects,
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monitor compliance with contract provisions and report results of evaluations to concerned
parties. To assist in the implementation of the grantmaking program, the Foundation may
establish advisory panels composed of respected scientists, NOD leaders, business persons
and regional leaders. These advisory panels will provide the IBF with scientific and policy
competence and enhance the credibility of the Foundation's grantmaking program. The
panels, composed of non-Trustees, will evaluate grant proposals and assist Foundation staff
in preparing recommendations for grant approvals by the Executive Board.

2.2.3 Role and Responsibilities of other Implementing Entities

USAID provides initial technical assistance to the IBF through an existing contract
with Associates in Rural Development, Inc. (ARD), funded under the Natural Resources
Management (NRM) Project (also referred to as the NRMP). This includes the provision of
one long-term technical advisor and short-term technical assistance (through July, 1996).
The long-term advisor assists the Foundation in designing and implementing the work plans
under the Cooperative Agreement as well as to help the Foundation coordinate technical
assistance and support provided to the Foundation from other USAID-funded sources (such
as the Biodiversity Support Program). USAID also financed office space for the first year ...
(April, 1994-May, 1995) and provided equipment and furniture to meet initial needs through
the ARD contract. This is consistent with the NRM Project's purpose to support the
development of improved natural resource management policies and practices. This
additional USAID support consists of non-financial assistance; funds are not provided directly
to the Foundation.

The USAID-funded Biodiversity Support Program (BSP) provided initial financial
support for the start up phase of the Foundation, through BSP organized design teams and a
grant to a local NGO. Funds were used to support analysis, drafting of the charter,
consultations with various constituencies during design, trustee selection, and staff support to
the Foundation preparation committee. BSP also provided funding for initial operational
needs, such as the design of financial management system, workshops, staff salaries and
operating costs. Finally, BSP provided funding ($204,000) directly to the Foundation to
cover operating costs and development of critical management and operational policies.

Several international foundations have indicated a willingness to provide assistance to
the IBF. The Ford Foundation and Asia Foundation offices in Jakarta have already provided
non-financial assistance to the I BF"

2.2.4 Role of mcp Progl"alll Coordinating COlllmittee

As stated earlier, the goal of the joint Indonesian Biodiversity Conscrvation Program
is to support the implementation of the Nmio//o! Strategy for the Maf/agcmelIl of Biodiversity
and the fJiodivCTsity Actio// I'la///or Indo//esia. The Strategy and Action Plall calls for the
creation of a National l3ioc.Jiwrsity COl11l11issiun, a permancnt consultative structure
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representing key government agencies, institutions and donors concerned with the
management of biodiversity. Since the Commission has not been formed, IBCP's
management structure includes a Program Coordinating Commiaee representing the
governments of Indonesia, Japan and the United States. The Program Coordinating
Committee is responsible for ensuring that the various program components -- of which the
IBF is one -- are operated effectively and efficiently, and will propose appropriate measures
to the countries concerned to guide the program. If the activities of the IBF are inconsistent
with the implementation of the Action Plan, the Program Coordinating Committee may
recommend that USAID terminate the endowment and undisbursed support to the IBF. If
the Foundation does not adhere to the conditions in the Cooperative Agreement, USAID in
consultation with the Program Coordinaring Committee, could withdraw its support.

2.3 TECITh1CAL ASSISTASCE REQUIREMEI\'TS

The Foundation requires considerable technical assistance in strengthening its
institutional capability. One long-term advisor, experienced in foundation development and
operations, and management of endowments, is assigned to the Foundation through July,
1996 (under the ARD contract, NRM Project). Approximately 18 person months of
expatriate or 36 person months of Indonesian short-term technical assistance is also allocated
under the ARD contract (through July, 1996), depending upon demand for short-term
assistance and available funding. Priority needs for short-term technical assistance include:
financial management systems implementation, grants administration processes, public
information programs, board and staff development and training, investment management,
legal advice, and grantmaking strategies and policies.

Given the complicated and chalIenging tasks in carrying out the project, additional
long-term and short-term technical assistance may be needed from August, 1996 through
July, 1999. Thus, in early 1996, the Foundation and USAID will review and revise the
terms of reference of the long-term advisor, assess long- and short-term technical assistance
needs and determine appropriate contracting procedures to provide this assistance after July
1996. The Cooperative Agreement will include funds for a long-term advisor. In addition,
the Mission may also explore the possibility of funding technical assistance for the
Foundation through the planned Natural Resources Management II Project.

2.4 Ii\rI'LE:\rEi\'TATION PL\N ANO SCIIEDULE

The Indoncsian Biodivcrsity [=oulldatiol1 has submitted a proposed program
dcscri ption, budgct and annual work plan to USA ID Indonesia and requcstcd a Coopcrative
Agrccmcnt to support Foundation development, cndowmcnt cstablishmcnt and managcmcnt,
and a grantl11aking and nctworking program. This program description is contained in Annex
D.
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.2.4.1 Program Description in Cooperative Agreement

The ten year Cooperative Agreement between USAID and the Foundation will include
an overall project description with a five year work plan and detailed work plan for the first
year. The program description will identify key activities and outputs, illustrating overall
performance of the Foundation. in institutional development, endowment management and the
grantmaking and networking program. During the initial five years of the Cooperative
Agreement, the Foundation will submit annual work plans and budgets regarding USAID
funds under CA to USAID Indonesia for review and approval. The work plans and budgets
will serve as the basis for USAID Indonesia cash advances to the Foundation.

2.4.2 Implementation Plan

Key implementation activities are listed below. Activities such as USAID review and
approval of annual work plans/budgets; quarterly progress reports; quarterly financial
statements/cash advance requests; quarterly cash disbursements; semi-annual assessments of
financial statuslrisks of endowment assets; grant solicitation, review and approval; regional
consultations/field trips; and annual reports are only listed initially but will be regular
activities.

Januarv 1994
Yayasan KEHATllegally established

Februarv 1994
First meeting of the Yayasan KEHA Tl Board of Trustees held

March 1994
Recruitment of Yayasall KEHATf staff begun

April 1994
Preparation of Yayasan KEHA Tf office space

May 1994
Submission of II3F project for GEF approval

June 1994
Contracting for design of tinancial management system
Submission or lirst quarterly progress report to USAI D Indonesia

Jlily 1994
Yaya.'i([Jl KEf/AT! oflice opened
Project proposal approved by GEr:
Finance manag~r and sccr~lary hired



INDONESIAN BIODIVERSITY FOUNDATION· PROJECT PAPER

August 1994
Government of Indonesia tax exemption issued (see Annex M)
Signing of Record of Discussion between GOI, GOl, U.S.
Financial management systems designed

September 1994
Board of Trustees meeting
Executive Director appointed
Appointment of Investment and Grantmaking Committees
Request grant from BSP to provide interim operational funding to Yayasan KEHATI
Conduct regional consultations on Grantmaking Program, Policies and Procedures

November 1994
BSP grant received for initial operating costs

January 1995
Financial management systems installed
Fund Raising Strategy prepared
GOI approves tax exempt status for Yayasan KEHATI
Finalize Grantmaking Policies and Procedures

Februarv 1995
Finalize Investment Policies and Procedures
Conduct Grant Worthiness Assessment

March 1995
Send Cooperative Agreement request to USAID
Register as a PYO with USAID
Sign MOU between LH, Yayasan KEHAT!, USAID
Project Paper Authori zed
Signing of the Cooperative Agreement
Issue fi rst ann ua! report
Apply for U.S. Tax Exemption

April 1995
First cash advance disbursed to Yayasan KEHII TI
Yayasan KEf/liT! staff conduct regional meetings to determine program priorities,

assess capability of prospective grantees and arrange training
In vest men t managcl11cn t services selected, dra ft con tract ncgotiatcd

May 1995
Monthly progress report (for April). liquidation of cash advance for April, estimate of

ex penses and req ucst for cash need s for the nex t til rcc months (May-J ul y).
process repeatcd c:1ch monlh.
Study tour conducted for sdectcd staff and board members
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June 1995
Monthly progress report (for May), liquidation of cash advance for May, estimate of
expenses and request for cash needs for the next three months (June-August),
process repeated each month
Solicit first request for proposals
Establishment of endowment following USAID approval of fund management

contracts and Foundation obtaining U. S. tax exempt status

AlI£':lIst 1995
Staff and advisory committee(s) evaluate proposals and inform grantees of

issues/status

September 1995
National and regional consultations held on Foundation program
Training held for prospective grantees
Proposals revised

November 1995
First grants awarded

December 1995
Second request for proposals issued

Januarv 1996
Internal evaluation of CA performance by Yayasan KEHATf
Yayasan KEHATf and USAID evaluation to assess technical assistance needs,

determine appropriate actions

February 1996
Staff and advisory committee(s) evaluate proposals and inform grantees of

issues/status
National and regional consultation held on program

March 1996
Second round of grants awarded
USAID review and approval of annual work plan/budget (second year)
Issue audited financial statement for 1995

May 1996
Third rcqucst for propusals issllcd, ctc.

J;'Inuarv 1997
First internal evaluation
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Januarv 1998
Mid-term evaluation

June 1999
Second internal evaluation

Januarv 2000
Second mid-term project evaluation

January 2003
Third internal evaluation

Januarv 2005
Final evaluation

2.5 PROCUREl\'lEi'.'T PLAo'l

The project's procurement plan consists of one major transaction, the negotiation and"
award of the Cooperative Agreement. Under the Cooperative Agreement, however, the
Foundation will procure a variety of professional services, such as technical assistance,
training, evaluations and audits. Annual work plans and budgets will contain the details for
these and other procurement actions.

2.6 ELIGIBILITY REQL1REilIEi\'TS FOR THE COOPERATIVE AGREEr-.IENT

The Foundation has completed the grantworthiness assessment and submitted a request
for a Cooperative Agreement with a proposed program description and budget. The
Foundation has also received tax-exempt status from the Government of Indonesia (see
Annex M). Prior to the signing of the Cooperative Agreement between the Foundation and
USAID Indonesia, however, the Foundation Illust register with USAID Indonesia as a Private
Voluntary Organization (PYa). The Foundation is presently preparing this application.

3. DEFINITION OF SUCCESS

3. I STATUS AT TilE E;,\O OF TilE PROJECT

By the end of th~ proj~ct. a prof~ssiol1al foundation of international standards of good
governance will be making catalytic grants to a variety ot' institutions and organizations
across th~ archipelago. and promoting tile exchange of information on biodiversity
conservation. An cndO\vJl1cl1t will bc established and operating that is producing substantial
income and has reached at kast $40 million in size due to contributions from other donors.
The Foundation will have g~ncratccl about $2 million in contributions for its grantmaking
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program and operating costs. The Foundation will have awarded over $5 million in gr'!I1ts
from endowment income to scientific and academic institutions, NGOs, community groups
and others to carry out a range of activities aimed at conserving Indonesia's unique and
valuable biological diversity. Foundation is considered a leader in articulating biodiversity
conservation needs and recommending improved policies and practices.

3.2 PERFORMANCE L'i'DICATORS

The following section describes the performance indicators to measure progress under
the three components of governance, endowment and grantmaking.

3.2.1 Benchmarks for Foundation Governance

The following activities will help measure progress in strengthening the institutional
ability of the Foundation to meet international standards of good governance.

a. Maintain an active Board of Trustees, Executive Board, and Committees with clear' ..
responsibilities and outputs.

b. The IBF will have an annual financial audit of the endowment principal and use of the
investment income and of the Foundation's overall financial management. The
Executive Board will select an independent auditor in accordance with the "Guidelines
for Financial Audits, Contracted by Foreign Recipients" issued by the USAID
Inspector General. The Foundation will widely distribute the audited financial
statement and annual- report of accomplishments, with a copy provided to USAID
Indonesia.

c. The IBF will ensure that individual grants over S100,000 per year (funded by US AID
under the CA) to Indonesian NGOs, universities, scientific institutes, etc. (sub
grantees in USAID terminology) will be included under the scope of the independent
financial audit to the extent required by USAID.

d. During the initial five years, quarterly progress reports prepared for USAID Indonesia
documenting implementation progress based upon the CA workplan, liquidating
previous USAID cash advances and requesting additional USAID cash advances,
based on the approved annual work plans and budgets.

c. "Bcst cfforts" to implemcnt the Fund Raising Strategy which will provide additional
funding for the endowment, anllual administrative costs, and grantmaking program
documented.

r. During the initial five years, annual work plans and budgets for USi\ID funding under
the CA provided to USAID Indonesia for review and approval.
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g. Independent evaluations conducted in years 3, 5 and 10 (see section 6.3).

h. The IBF shall invite one representative of USAID, designated by USAID, to
participate in all proceedings of the Board of Trustees as an observer.

1. The Foundation will maintain registration with USAID as a pva and tax exempt
status with the Internal Revenue Service in the U.S., and maintain and enforce
Foundation policies concerning grantmaking, conflicts of interest, fundraising, and
By-Laws and Articles of Association.

3.2.2 Benchmarks for Endowment l\'1anagement

The following benchmarks will be used to monitor the establishment and management
of the endowment:

a. The investment objective of maintaining the real value of the endowment is achieved.

b. Maintain an active Investment Committee composed of members of the Board of
Trustees and others with financial expertise to monitor the performance of the
endowment, set spending policies and determine macro asset allocation policy.

c. Maintain books, records, documents, and other evidence relating to the endowment
assets and use of CA funds and endowment income, in accordance with generally
accepted accounting principles formally prescribed by the U.S., Indonesia or the
International Accounting Standards Committee.

d. Endowment assets managed in accordance with the Investment Policy Statement and
Guidelines and other conditions as agreed upon by USAID and the Foundation (e.g.
limit on administrative costs of up to 25 percent of total annual spending).

3.2.3 Benchmarks for the Grnlltl11aking Program

The following benchmarks will be used to monitor implementation in developing the
gran tmaking program:

a. During the initial five years, document steps taken by the Foundation to promote
participation in the development of grantmaking policies, and implementation and
evaluation of grants programs includcd in the annual reports. These steps would
involve regional mcetings, assessment of grantee capability and providing needed
training, publication of grant solicit:l.tion procedurcs and awards, devclopmcnt of
Women in Devclopment (WID) reporting/benchmarks and evalu:l.tion of grantee
performance and distribution of cvalu:l.lion results.
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b. Development of baseline information on the extent of research, public awareness.
policy analysis, conservation extension and other activities carried out by scientists,
NGOs, community groups and others to conserve the diversity of Indonesia's
biological resources. This information will assist the Foundation both in developing
the grantmaking program as well as in monitoring the ability of the Foundation to
increase support for biodiversity conservation.

c. Monitor spending of the endowment income, to ensure that a minimum of three to
five percent of the market value of the endowment assets are used for program grants,
program-related activities and administrative costs each year.

d. Periodic monitoring of the performance of Foundation grantees to assess their
progress in meeting objectives, including' progress in achieving specified outputs as
measured by interim benchmarks or indicators of progress contained in approved
grant proposals.

e. . Conduct independent evaluations in years 3, 5 and 10 of the project that includes an
analysis of selected IBF grantees. Results will be widely distributed.

3.3 lI'.'TERL\1 TARGET OUTPUTS OVER THE LIFE OF THE PROJE(.!

Table A illustrates target outputs over the life of the project. IBF and USAID will
regularly evaluate progress in meeting interim targets and performance indicators. The
Cooperative Agreement will specify target outputs over the life of the project and
performance indicators. IBF and USAID are expected to revise these target outputs and
performance indicators based on regular monitoring and/or evaluations.
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Table A

TARGET OUTPUTS OVER LIFE OF PROJECT
(numbers are total over life of project)

Project Outputs

Project Component

Foundation
Governance

1997
Year 3

2 annual reports

1 internal evaluation
1 independent evaluation

1999
YearS

4 annual reports
2 internal evaluations

2 independent evaluations

2001
Year?

6. annual reports
3 internal evaluations

2004
Year 10

9 annual reports

5 internal evaluations

Endowment
Management

Grantmaking
Program

Networking

2 independent audits 4 independent audits 6 independent audits 9 independent audits

4 Soard ofTrustee mtgs 5 Board of Trustee mtgs 6 Soard ofTrustee mtgs 9 Soard of Trustee mtgs

12 Executive Board mlgs 20 Executive Board mtgs 28 Executive Board mtgs 40 Executive Board mtgs

USS150,OOO raised for USS325.000 raised (or USSSOO,OOO raised for USS650.000 raised for
operating costs as operating costs as operating costs as operating costs as

matching funds matching funds matching funds matching funds

S100,OOO raised for S400,OOO raised for $750,000 raised for $1.2 million raised for
program grants and costs program grants and costs program grants and costs program grants and costs
as matching funds as matching funds as matching funds as matching funds

5 investment 10 investment 14 investment 20 investment
committee meetings committee meetings committee meetings committee meetings

Portfolio performance Portfolio performance Portfolio performance Portfolio performance
evaluation to determine if evaluation to determine if evaluation to determine if evaluation to determine if
total return is consistent tolal return is consistent total return is consistent total return is consistent
with market benchmarks with market benchmarks with market benchmarks with market benchmarks

53.5 million gross invest· 56.6 million gross invest· 59.6 million gross invest· 514.0 million gross invest-
ment income generated by ment income generated by ment income generated by ment income generated by

USAID endowment fund USAID endowment fund USAID endowment fund USAID endo....ment fund

S4.7 million raised in 54.7 million raised in 54.7 million raised in
matching contributions matching contributions matching contributions

for the endowment for the endowment (1) for the endowment (1)

5850,000 in grants 52.05 million in grants 53.25 million in grants S5.0 million in grants
a'o'larded from endowment awarded from endowment aW<lrded from endowment awarded from endowment

Total of at least 30 grants Total of at least 80 grants Total of at least 130 grants Total of at least 200 grants

5 regionol consu!totions 10 regionol consultotions 15 regionol consultations 20 regional consultations

2 request for proposals 4 request for proposols 6 request for propos:Jls 9 request for proposals
i~:iucd issued issued issued

12 meetiOlJsJworkshops 20 mectino;l"'workshops 28 meelingsJworbhop~ 40 moetino;lsJwork5hops

(1) In ordor to meet it5 25 porcent matChing contribution for the ploject. tho Foundation inlond5 10 r"iso sa.s milhon (51.8 million for
progrom :lnd operating co,t~, :>nd 5-1.7 million for tho ondowmont): howevor, ovor tho lifo o( tho projoet (Ion yo:>r:). tho Foundation

intonds 10 r:lise (a) :>n :>dditional 518.8 million tor the endowmont. tor :l total of 523.5 million in m:>tchinll contributions (or the endowmont. "nd (b)
an odd'lion,,1 S1.8 million r:>l,cd for program and operating co,ts. for" total o( 53.7 million in m"tching contributions lor progr"m "nd oporating

costs. Ploase sao Table [l'P,O Forma Fin:>ncial Profilc", for moro information on tho planned :>mount "nd timing of matching contributions.
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4. ANALYSIS OF FEASIBILITY, KEY ASSUMPTIONS AND RELATED RISKS

This section analyzes the feasibility of the project, identifies critical assumptions,
reviews key design issues and evaluates related risks.

4.1 ANALYSIS OF FEASIBILITY

The following section provides an overview of the analyses conducted in designing the
project, including: administrative, financial, economic, technical, social, gender and
environmental. Volume II, Annex A contains full reports of these analyses as well as related
Foundation policies.

4.1.1 Administrative Analysis

The administrative analysis examines the capabilities of the Indonesian Biodiversity
Foundation to program funds, manage financial resources and operate according to
international standards of foundation governance. This analysis reviews issues of governance,
financial management, endowment asset management, and administrative aspects of the
grantmaking and networking program. This section also reviews the completed USAID
grant worthiness assessment of the Foundation.

4.1.1.1 Governance

The Indonesian Biodiversity Foundation (IBF) was legally established in January,
1994 as a not-for-profit foundation (yayasan). The term "foundation" is used in this context
to describe an organization whose primary purpose is to make grants to other charitable
entities and the organization's main source of income is its endowment. The IBF is
analogous to a "Community Foundation" because it is not a private foundation and will
regularly seek funds from public and private (individuals, corporations, foundations,
governments, etc.) sources to build a pool of capital for the purpose of supporting
biodiversity conservation. Its other main purpose is to allocate and distribute these funds for
public needs.

The legal structure includes a supervisory Board of Trustees, a management Executive
Board, standing committees, and a small professional staff - all of which are private citizens.
This structure manages both the investment function of the endowment and the program
function of grantmaking and networking. The foundation has enlisted the participation of
highly capable individuals to serve as trustees and committee mcmbcrs. Thc trustces in turn
havc selected highly qualiliccl professional stall to manage day-to-day operations.
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The Foundation has adopted key international standards of governance such as .
independent trustees with term limits, conflicts of interest policy, international expertise on
boards and committees, staff performance reviews, cost-consciousness, and transparent
reporting of finances and activities.

The grant worthiness assessment consisted of two parts, a) pre-award evaluation of
technical and managerial capability, financial management, personnel and travel policies,
internal controls, property management and procurement system; and b) examination of the
Foundation's policies and practices relating to governance, endowment management and
grantmaking. Thus, USAID has determined the Foundation has the ability to properly
account for and handle USAID funds, carry out the Foundation's fundraising strategy,
manage the endowment in accordance with approved investment policies and procedures, and
manage the planned Cooperative Agreement program effectively.

4.1.1.2 Financial Management

The design of the Foundation's financial management system has been conducted by
the international accounting firm of Price Waterhouse. The Foundation has demonstrated its' .
administrative capacity to manage funds in a professional manner (e.g., accounting and
record keeping, internal controls, program management, property management and
procurement, personnel and travel policies, etc.). In fact, it presently manages a $200,000
grant from the USAID-funded Biodiversity Support Program.

4.1.1.3 Endowmellt Asset Afallagemellt

The Foundation will use the USAID dollar endowment as initial capital in building an
endowment for funding biodiversity conservation activities in Indonesia. Professional fund
managers will be employed to invest the endowment assets in a diversified investment
portfolio capable of achieving the objectives of providing annual income for programs and
adequate capital gro\l/th to maintain the real value of the fund.

4.1.1.4 Gralltmakillg alld Netlvorkillg

The Foundation has demonstrated its ability to manage a grantmaking and networking
program. The Gran tmaki ng Comm inee has developed detai led pol icies and procedu res to
ensure grant seekers reccive thorough and ('air consideration of their proposals. The staff
have considerable expcrtise and cxpcrience in promoting biodivcrsity conscrvation. Adequate
systcms for monitoring, cvaluating and rcponing arc in place.
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Fund Raising

The trustees and staff have the reputation and capability necessary to create and carry
out a fund raising strategy for attracting additional capital for the endowment, program and
operating costs.

4.1.2 Financial Analysis

The project financial analysis examines several project design issues. First, it
estimates the anticipated revenue from the endowment capital provided to the project.
Second, the costs associated with generating endowment income, general management of the
Foundation, operating the proposed grantmaking program, and raising additional endowment
capital and operating funds are calculated. Examining these two issues provides information
as to the level of financial resources expected to be available for direct grants. Finally, the
analysis considers the factors which will determine if financial resources will be available
when needed during the life of the project.

4.1.2.1 Project Re~'enlle: USAID-fllluled endolVment

The investment income from the endowment capital is treated as revenue to the
project. The two significant financial objectives of the endowment fund are to preserve the
purchasing power of the assets over the life of the project (and throughout time) and to
provide a substantial, stable flow of cash income for the Foundation's general management
expenses and grantmaking activities. The purchasing power of the endowment is preserved
by maintaining the real value of the assets over time. To accomplish this objective, a
sufficient portion of the total investment return must be retained in the endowment to offset
inflation, and the annual rate of spending must match the real rate of return, net of all
investment management fees. To achieve the objective of providing a substantial and stable
flow of cash income, the endowment assets must produce a real rate of total return which
matches the rate of annual spending.

The Foundation has established a spending rule calling for the expenditure of 5
percent of a three year moving average of the fund's market value. This spending policy
will yield an annual revenue stream of approximately S825,000 from the S16.5 million of
endowment capital. This spending rule will allow the Foundation to maintain the real value
of the endowment and provide for a stream of cash income subject to only moderate
volatility.

The income stream from the cndowlllent will be subject to a Icvel of volatility (thc
frcquency and amount an invcstmcnt Iluctuatcs ["rom its avcrage return) largely dctermined
by the typcs or asscts choscn ror investmcnts by the foundation's Investment COlllmittee.
While the annual real return from the cndowmcnt investmcnt portfolio (net of all fees) is
cstimated to bc 5 perccnt ovcr timc, in any givcn ycar the total return can be higher or
lowcr. I3ccause the foundation will rdy Oil thc incomc from thc endowmcnt to produce a
very high perccntage of th~ Foundation's annual budgct, thc amount and stability of the
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income stream it produces is central to the Foundation's overall financial position. A _
sensitivity analysis (Table E) was conducted to show annual income levels at real rates of
return below 5 percent. The 3 percent return constitutes the worse case scenario used in the
economic analysis.

4.1.2.2 Project Costs

The following section examines the costs of: endowment management, governance
and operations, grantmaking, fund raising, grants and USAID funds. It also reviews the pro
forma cash flow analysis.

A. Endowment Management. Costs

The management of an endowment investment portfolio is a specialized area of
investment management. The Foundation will use professional investment management for
its entire investment portfolio (equity and fixed-income investments). The most cost effective
way to obtain professional management for an endowment of approximately $20 million is to
utilize institutional commingled funds offered by investment management firms.
Management fees are based on the market value of the portfolio under management.
Investment management fees on the S16.5 million are estimated to be between. 75 and 1
percent or approximately S125,000 per year.

B. Governance and Basic Operational Costs

The Foundation is designed to operate in accordance with international standards.
Core operating costs (i.e. general management) include salaries for professional staff, office
space, utilities, equipment, audits, etc. Other significant costs include consultations with
various constituencies, Board of Trustee and Executive Board meetings, ample public
reporting, donor reporting, professional financial management, etc. These costs are
estimated to be S175,000 per year during the initial 5 year start-up phase. As the Foundation
enlarges the scope of its grantmaking activities, these costs are likely to increase.

C. Grantllwking Related Costs

The small grants program of I13F will provide a unique opportunity for organizations
and individuals with innovative propos::lls to contribute in a substantive way to sustainable
conservation practices th roughou t the coun try. Til is wi II reg ui re a signi fican tinvestmcn t on
thc part of the f-oundation in oreler to assure the quality of the grantmaking proccss. i\
number of stipulations that have already been advanced will have a direct bearing on the
costs of the disbursement program. These include the following: (a) the scope of the grants
will be to a wide variety or organizational types; (b) the geographic focus will encompass the
cntire Indonesian archipdago, rc.:quiring high travd and cOllllllunication costs; (c) grant
al110un ts wi 1I be small \ so ad min istrati vc ex pcnses wi II be greater; (d) grants will be
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strategically targeted on the most productive and promising activities, so intensive
professional staff involvement is required in screening and selecting grantees; and (e)
evaluations will be conducted because of the highly public nature,of the Foundation's
activities. Estimated grantmaking related costs are $100,000 annually.

D. Fund Raising Costs

Private foundations typically do not attempt to raise additional endowment capital or
operating funds. They generally rely on the initial (usually a substantial amount) funds
provided by the benefactor. Community foundations, on the other hand, typically spend a
great deal of time and expense attempting to raise capital for operations and endowments.
The IBF, as a hybrid private/public foundation, will undertake a significant fund raising
effort to enlarge the endowment, raise annual operating funds and seek "pass through" funds
for its grantmaking program. The costs associated with raising endowment capital,
operational financing and pass through funds, which include the cost of preparing proposals,
informational materials, direct solicitation, and perhaps special events, are estimated to be
$50,000 annually. Income from the endowment will be used to cover fund raising costs.

E. Cost of Grants

The amount of funds available for grant awards from the USAID-funded portion of
the endowment is estimated to be $500,000 annually. An additional $100,000 is anticipated
as "pass through" funds from international donors. If the Foundation is successful in raising
matching endowment capital of S4. 7 million, this will provide approximately $235,000 per
year in additional income.

F. Cost of Funds

The endowment funds are a grant from USAID and thus, from the recipient's
perspective, the cost of funds is zero. From USAID's perspective the cost of funds to
capitalize the endowment are "opportunity costs"--the returns from other possible uses.
Because the use of these funds is restricted to the U.S. - Japan - GOr program of biodiversity
conservation projects in Indonesia, from the 1\'lission's point of view, the opportunity costs,
in financial terms, approaches zero.

G. Pro-forllla Cash flow Analysis

The CooperaLive Agreement anLicipates a transkr of approximately $16.5 million
directly to thc foundation for the purpose or establishing an endowment fund. These funds
will be placed in equity and fixcd-incomc invcstments using a layered approach over several
months. The asset allocation will be approximately 60 percent to equities and 40 percent to
fixed-income investmcnts. The foundation \vill use income from the bond portfolio to cover
monthly opt;rating expenses. Cash transfers from a U.S. dollar account to a rupiah account
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will be arranged on a monthly basis. Funds will be withdrawn from the equity portfolio.
periodically to match the grantmaking award cycles. These are currently planned for twice a
year. The pro forma financial profile demonstrates that this arrangement will ensure that
adequate funds are available to the project when needed.

4.1.2.3 Conclusions from the Analysis

The Foundation's distribution of small grants to a variety of organizations throughout
the country is aimed at stimulating the development of innovative approaches to conserving
biodiversity and reaching groups directly involved with the use of biodiversity resources.
The expected benefits will be significant, and it is unlikely that they could be replicated by
comparable expenditures of investment funds through a large grant program focused on
organizations located in and around Jakarta.

The cost of a high quality, small grant program focusing on priority geographic areas,
however, is quite high. This reflects the foIlowing project design principles: (a) the scope of
grantmaking is across the entire archipelago; (b) the large number of small grants awarded to
a wide range of organizations;· (c) use of paid professional project staff to administer
grantmaking program; (d) high degree of board involvement, participation, and consultations
with constituencies; (e) the use of professional endowment management; and (f) financial
management, legal and auditing to meet reporting requirements, accountability and
transparency. General management expenses (overhead) is calculated using three methods;
as a percentage of assets, of grants, and of income.

The financial analysis examines foreign exchange risks associated with maintaining
endowment capital in U.S. dollar denominated assets. By holding U.S. doIlar denominated
assets, the Foundation bears the bulk of the foreign exchange risk.

4.1.2.4 Notes to Detailed Project Financial Profile

The Financial profile (Table B) identities a!! of the revenues and expenditures
anticipated during the 10 year life of the project. Financial projections show the inflow of
funds from endowment investll1~nt earnings (revenues) and the outflow of funds (costs) to
meet anticipated operating expenditures on an annual basis. The Foundation wi!! prepare
detailed monthly cash flow statements.

4.1.3 Eeonolnic Analysis

The purpose of th~ economic analysis was to dctenl1ine whether the bencfits that arc
expccted to be generated by the project justify the costs of establishing and maintaining the
Indonesian Biodiversity Foundation. The analytical approach includes elemcnts from the
financial an:llysis, but incorporates social costs and bellclits that arc expected to accrue to the
economy as a whole into the evaillation.
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Year 1

1995

Year 2

1996

Year 3

'H197

Year 4

1998

Year 5

1999

Year 6

2000

Year 7

2001

Year 8

2002

Year 9

2003

Year 10

2C04

Endowment Fund Size (estimated) 16,500,000 16,500,000 16,500,000 19,500,000 21,200,000 25,200,000 29,2OO.CXXl 33.200.0:>:) 37.2OO.COO (O.COO.ooo·

0 0 292,500 458,250
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0 0 0 0

150,000 0 0 0
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0 0 0 0

0 0 0 0

0 0 0 0

100,000 l00.OCXJ l00,COO 100,000

0 0 0 0
200,000 200.0:0 2OO,C0J 200.000

100.000 l00,COJ l00.COO 100.000 r--
(""

(1,168,000) (1.328.CXX)) (1,488,CXXl) (1,600,000)

Estimated Annual Revenue

Gross Investment Income
from USAID Endowment

Gross Investment Income
from other donor endowments

QQn1ri12Ulions [or 0Reratjons

USAIDllndonesia

Biodiversity Support Program

Natural Resources Mgmnt Project

Other Contributions

QQn1ributions for GrantmakingEmg@ffi

USAIDllndonesia

International Foundations

Other Contributions

Amount Retained in Endowment to
maintain real value of principle

804,375

o

150,000

125,000

150,000

25,000

150,000

o
o

(330,000)

1,608,750

200,000

o
50,000

(660,000)

1,608,750

300,000

100,000

50,000

(660,000)

1,608,750

325,000

100,000

50,000

(780,000)

1,608,750

275,000

200,000

75,000

(848,000)

1,608,750

848.250

o
o
o

100,000

o
200,000

100,000

(1,008,000)

1,608,750

1.238.250

1,608,750

1,628,m

1,603,750

2,018.2"50

1,608,750

2.291.250

Total Revenue I 1,074,375 1,548,750 1,798,750 1,916,250 2,174,000 1,849,000 2,079,000 2,309,000 2,539,000 2,700,000

Estimated Annual Expenses

Endowment Asset Management Fees 60,000 123,750 123,750 146,250 159,000 189.000 219,000 249.OCXJ 279.CXXl 3OO,COO

Core Operating Expenses of Foundation 150,000 175,000 175,000 200,000 210,000 225,000 230,000 235.0:0 240,COO 2SO,CXXl

Initial Start-up Operational Expenses 300,000 225,000 265,000 180,000 205,000 0 0 0 0 0

Grantmaking Program-related Expenses 250,000 425,000 450,000 440,000 450,000 285,000 280,000 300.0:0 355,CXXl 400,000

Grants Awarded

From EndowmenV CA IMatching funds 250,000 500,000 660,000 800,000 1,000,000 1,000,000 1,2OO.CXXl 1,375.0:0 l,S15,GOO 1,600,000

Consultations and Networking Program 64,375 100,000 125,000 150,000 150,000 150,000 150,000 15O,(\.'""'O lSO.CXXl 150,000

Total Annual Expense I 1,074,375 1,548,750 1,798,750 1,916,250 2,174,000 '1,649,000 2,079,000 2,309,000 2,539,600 2,700,000

I All ngure. In conslnnl dollnra
Oroll Investmenl Income aasumes 9,75 pcrcentlolal relum on assets
Amount retaIned In endawment allumes " pcrcentlnnellon
Endowmenl allol menagement teel aasumed to be .75 pcrcent ot maket vnlue
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The Economic Benefits of the Project

The economic benefits of the project are inextricably linked to the Foundation's
ability to develop pragmatic approaches to conserving Indonesia's biologically diverse
resources. The Foundation will achieve this goal through its leadership roles in advocacy,
networking, and innovative grantmaking.

The establishment of almost 19 million hectares of terrestrial and marine conservation
areas, incorporating reserves in every major biogeographical zone of the country, as well as
18 million hectares of protection forests, attests to the importance that the Indonesian
government has, by its actions, attached to the conservation of these resources.

The intent of the government's efforts in establishing conservation areas has been
commendable, but the design and implementation of effective measures to maintain the
ecological integrity of these areas have yet to be developed in a meaningful manner. The
Ministry of Forestry, recognizing the limitations of its own resources, is increasingly
encouraging the formation of new management alliances in which local resident communities,
NGOs, and the private sector assume more significant roles in managing these areas.

The Foundation will not be alone in fostering the development of practical approaches
to conserving the country's biodiversity, but it will have one of its most distinctive programs.
The flexible funding lever of the Foundation's grants program is designed to stimulate
innovative approaches to conservation at the local level that would be difficult to replicate in
programs with comparable investments. The advocacy and networking roles that the
Foundation is expected to assume will also stimulate the development of improved policies
and programs for managing biodiversity resources throughout the country. The assumption
of these latter roles is exemplified by actions that have previously been initiated. The
Foundation's leadership role has already been used to articulate the values of biological
diversity and convince authorities in East Kalimantan that a road that was to be constructed
through an established conservation area of biologically important lowland Diplerocarpaceae
forests should be relocated. This resulted in the continued protection of an extensive forest
area. In addition, on the Foundation's initiative, a national network of organizations and
individuals concerned with the conservation of biologically diverse resources has been
organized. The Foundation plans to use this network as a vehicle for exchanging information
on threats to biodiversity resources, innovative apprmches to conservation, and policy
options. The Foundation will use its existing linkages with key policy makers to promote the
adoption of" improved policies aile! practices.

There are several interrelatcd types of economic valucs that are associated with the
conservation of" biological resources. These include:

use values derived from consumptive and noncollsulllptive uses of the goods
anc! s~rviccs that th~sc resources provic!~;
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option values that are associated with future uses of plant and animal sPeGies
that are currently endangered and may be irreversibly lost, even though those
future uses have yet to be identified;

bequest values that are associated with the desire of one generation to pass on
its inheritance of natural resource wealth to succeeding generations; and

existence values that are associated with the inherent right of an organism to
life.

While the value to society of this complex mix of benefits is indisputable, many of its
component parts are difficult, to quantify with a high degree of accuracy. In the analysis of
the Foundation's activities, a proxy measure, representing the minimum value of the mix of
benefits is provided to identify the threshold level of value that can be expected as a result of
the Foundation's activities. The basis of the assessment is the implicit value that society
bestows on the preservation of a conservation area. That is, the opportunity cost associated
with the societal decision to reserve a biologically diverse area implies that the value of
conserving the resources in the area is at least as great as the value of allocating the
resources to their next best use. In the benefit-cost analyses, provided in Section A.3,
Volume II, the next best use is represented by timber extraction activities, which provide a
convenient measure of the value of alternative allocations.

4.1.3.2 TIle Eco1lomic Costs of the Project

The opportunity cost associated with the $ 19.0 million in capital that will be allocated to
the project, which includes S16.5 million to establish the Foundation's trust fund, and
S500,OOO that will be provided annually in the first 5 years of the project to cover start-up
costs, is, in a very real sense, already predetermined. Indeed, since the expenditures of the
funds are restricted to uses that implement the U.S.-Japanese-Indonesian Biodiversity
Conservation Program, the opportunity cost renects returns on alternative uses of the
investment to support biodiversity conservation programs in Indonesia.

4.1.3.3 Benefit-Cost Analyses

Three benefit-cost analyses were conducted and in all three cases indicated the project's
economic soundness. The fact that the benctit streams used in the analyses understate the
true value of the Foundation's conservation activities makes the economic justification for the
project even morc compelling.

Annex A.3, Volume I[ ddails the economic analysis.
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4.1.4 Technical Analysis

The technical analysis examines the Foundation's ability to plan and carry out a grantmaking
and networking program, including priority areas of focus, types of activities to be
supported, and grantmaking procedures (e.g., consultations, solicitations, review and award
of grants, and monitoring performance of grantees): The analysis also looked at the
capability of prospective grantees and Foundation staff, and planned actions to strengthen
capabilities.

4.1.4.1 Operating a High Quality Grantmaking and Networking Program

The Indonesia Biodiversity Foundation is a grantmaking organization. The task of the
grantmaking program is not simply to provide capital in the form of grants to organizations
engaged in biodiversity related projects. The Foundation will develop an array of
grantmaking program policies designed to use the foundation's resources strategically to
promote the wider adoption of proven policies and practices. This will involve supporting
well-established organizations and scientists as well as earmarking funds for small grants to
remote communities, pro-actively seeking out organizations involved in innovative projects' ..
and/or assisting recipients with the task of building up their institutional capabilities. A key
task will be to link field activities with policy analysis and to build upon other biodiversity
conservation activities. The Foundation will also create and strengthen networks to promote
the exchange of information on biodiversity conservation issues and innovative approaches.
A portion of the investment income from the endowment will be used to cover the
administrative costs of the grantmaking program. These costs include widespread grant
solicitation, processing of applications, review panels, program staff, workshops and training
for prospective and approved grantees, travel funds, reporting and evaluations.

The grantmaking program of the Foundation will begin shortly after the disbursement
of USAID funds to the Foundation. Demonstrating the capability to fund innovative projects
early in its organizational life is intended to support the Foundation's fund raising efforts. It
is anticipated that when the grant program is fully operational, 10 to 25 grants will be made
each year. Most of these grants will be under USS 25,000. The Foundation will develop its
grantmaking in stages, initially focusing on a few program themes and geographic areas and
funding a limited number of grants.

Foundation staff carried out extensive consultations in Jakarta, Central Java and East
Kalimantan to present the Foundation's objectives and solicit suggestions on Foundation
development, operation and foclis. Based on consultations, extensive expertise and
experience, and the detailed tcchnical analysis in 71/(~ fJiodi\'crsilY Action Plan/or Indonesia,
The foundation's grantlllaking policy calls fur focllsing Sllppurt on three program areas
during the initial years: a) building constitucncics for sustaining biodiversity, b) identifying
and analyzing public policy priorities, and c) strcngthening community-based nature
conservation activities. Tile Foundation intends to place priority attention on in-situ
conservation, espcciall y in th rea tell cd ecusystems such as the DifJtcrocOIpaccae forests of
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Kalimantan, testing innovative approaches for promoting community participation, marine
conservation, and ex-situ conservation to document important genetic resources in areas with
high population pressure and development. Accordingly, the Foundation identified five
priority geographic areas:

a) Development of in-situ conservation in East Kalimantan;
b) Sustainable use of biodiversity to benefit communities in North Sumatra;
c) Development of eco-tourism in Bali and Nusa Tenggara Timor;
d) Marine biological diversity conservation in Jakarta Bay; and
e) Development of ex-situ conservation on Java;

The Foundation will establish and strengthen networks to promote the exchange of
information. The Foundation also plans to: a) strengthen the administrative and technical
expertise of Foundation staff, b) hold national and regional consultations to update
grantmaking programs, and c) assess and strengthen the capability of prospective grantees to
undertake Foundation-funded activities. There is a strong demand for conservation related
funding, however, prospective grantees are likely to need training and technical assistance
(e.g., in grant management) to carry out effectively Foundation-funded activities.

The USAID grant worthiness assessment determined the IBF has an adequate
grantmaking policy, procedures and staff to undertake a grantmaking program designed to
support biodiversity conservation in Indonesia. Annex A. 4, Volume II contains the detailed
analysis of the Foundation's grantmaking program, including an assessment of the technical
and administrative capability of prospective grantee. Annex A.lO and Annex M contain the
Foundation's grantmaking policies and procedures, and conflict of interest policy,
respectively.

4.1.5 Social Soundness Analysis

The project has a high degree of social soundness. The design provides a flexible
institution to respond to the desires of Indonesians and the global community for sustaining
Indonesia's tremendous biological resources; it provides for long-term support for this effort;
and it encourages broad based participation in its implementation. The project implementation
plan is based on a careful and realistic design, and monitoring and evaluation capacity is
fully adequate. Volume II, Annex A.5 contains tile social soundness analysis which
examines the socio-cultural context, direct and indirect beneficiaries, participatory aspects
and developmental impact.

4.1.6 Gender Consideratiol/s

Increasing the numbers and quality or participation for women in ckvelopment
activities is a constant and cross-cutting concern for the USAID Indonesia. The targeted
beneficiaries of the project are future generations whose livdihoods and quality of life
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depend upon the sustainable use of Indonesia's biological resources, specifically its flora. and
fauna. It is difficult, however, to identify specific ind~viduals that would benefit (i.e.
women, mothers, youths). Further, biodiversity conservation is a public service, not a
private benefit, with society and individuals the long run beneficiaries of biodiversity
conservation.

The major impact of the project on women is expected to be through the grantmaking
program. Women living in and around forests or coastal areas tend to be responsible for
gathering firewood, harvesting food and marketing products. Accordingly, some of the
expected Foundation grants, such as those promoting community participation in conserving
biodiversity resources will directly benefit women. For example, a typical grant may support
an NGO to carry owt a community development activity involving the sustainable use of
forest or marine resources from a bufferzone area adjacent a national park in order to
generate information for improved policies for other national parks and protected areas.
Thus, the participants and immediate beneficiaries could be women but the ultimate
beneficiaries will be communities living in and around other national parks and protected
areas that benefit from the adoption of improved policies and practices. Hence, as
appropriate, the evaluation of proposed grants would include: a) assessing the role of women
in the use of forest or marine resources and ·potential opportunities to involve women in
promoting more sustainable use biological resources, and b) analyzing the present role of
women in the proposed activity and what steps are planned to ensure women's participation.

Grant recipients will be chosen based on their ability to reach and help the target
beneficiaries as well as in carrying Ollt an effective development approach. Hence, the IBF
grantmaking policy includes, as appropriate, the ability of prospective grant proposals to
involve and benefit women as one of the evaluation criteria.

Handbook 3 guidance calls for discussion in this section of the Project Paper of the
"extent to which sex-aggregated data is available" and "constraints to women's participation
and opportunities for enhancing women's participation. II Because of the nature of the
project, specific baseline information data cannot be reported in advance of knowing the
grants which will be funded by the Foundation. However, discussion of women's
participation (constraints and opportunities) within these grant activities will be included in
regular implementation reports, and in the mid-term and final evaluations. The Foundation's
grantmaking policy will require grantees to provide data on participants and beneficiaries
disaggregated by gender, and the Foundation's regular reports witI document progress on
women's participation under Foundation-funded programs.

4.1.7 EIll'iruJllllclltal/1J1a/ysis

The project will support the developlllent of" improved environmental and natural
rcsources managcment policies and practices. The project will hclp fulfill the following U.S.
congression:ll mandates l'or USA ID to support productive \vork in environment and natural
resources l11:lnagel11cnt: Foreign Assistance i\ct., Section 119.
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The Foundation will fund activities which may include: policy analysis, efforts to
improve public awareness, scientific and applied research, and conservation activities. The
policy studies will analyze the impact of public policies and potential reforms on the

.conservation of biological resources. Public awareness activities will inform the general
public of the importance of biodiversity conservation. Research and conservation activities
will support scientists, community groups, local NGOs, universities, and others in testing
innovative approaches to conservation.

Considering the above project approach, a categorical exclusion from USAID's Initial
Environmental Examination, Environmental Assessment and Environmental Impact Summary
requirements was approved for the proposed endowment contribution, technical assistance;
commodity procurement; training, and possible grants for program activities. This
determination is in accordance with USAID Regldation 16, Section 216.2 (c) (2) (vi) , which
provides for a categorical exclusion in situations where contributions are made to
international, regional or national organizations by the United States which are not for the
purpose of carrying out a specifically identifiable project or projects. The Initial
Environmental Examination is included in Annex 4 of Volume I and in Annex L, Volume II.

4.2 PRD\'ClPAL ASSmIPTIOl'iS

Successful implementation of the project is contingent upon a number of assumptions
for achieving the project's goal and purpose. These include: 1) continued political and
economic stability, and continued Gal support for environmental conservation; 2) the Gar
allows the development of an independent grantmaking foundation dedicated to biodiversity
conservation; 3) Gal allows policy process to respond to improved information regarding
natural resource management and respective roles of public and private sectors, NGOs, local
communities and others; and 4) public debate regarding environmental issues is allowed in
national and local fora. Assumptions for achieving project outputs are: 1) Foundation carries
out its institutional development strategy as planned, able to retain and train professional
staff; 2) the endowment's investment strategy is able to achieve desired rates of return given
future financial market conditions; 3) Foundation able to carry out effective fund raising
program by demonstrating the need for additional funding for biodiversity conservation to
appropriate sources of funding, and prospective sources of funding capable of doubling the
endowment in ten years; and 4) qualified institutions and groups can be identified and are
available to receive Foundation grants. The project's logical framework is contained in
Annex I, Volume I and in Annex B, Volume 1[, and provides a more detailed presentation of

. pri nei pic assu 111 ptions.

4.3 KEY DES!CN ISSUES ,\:'\[) C()i'\CLUSI()~S

USAlD/Washington, I\Iission Design COl11l11ittee and others provided valuable
guidance during tile design of tile projc.:ct, review and approval of the Projc.:ct Identification
DOCUlllent (PID), and r~view alld approval of tl1~ proposed endowment approach. Highlights
of d~sign issll~s and respons~s inclllck:
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a. Issue: Ensure that the Foundation is independent and self-governing, but with strong
support from ~nd linkages to the GOL

Response: The Record of Discussion and Memorandum of Understanding (contained
in Annex K) provide a legal basis for the Foundation's independence but link with
GOI led Indonesian Biodiversity Conservation Program.

b. Issue: Justify the proposed endowment mechanism instead of alternatives such as
technical assistance or an operational support grant.

Response: AID/W approved the proposed endowment approach (Annex I).

c. Issue: Develop a 10 year business and financial plan for the Foundation that provides
cost and earnings projections as well as sources of additional funding.

Response: The detailed project budget is contained in Annex E.

d. Issue: Identify procedures and technical criteria for evaluating and awarding grants in
order to ensure that the Foundation demonstrates their credibility by awarding a few·, ..
high quality grants during the first year.

Response: The Implementation Plan (Section 3.4) describes the Foundation's
grantmaking strategy. Annex A.4. I contains a more detailed analysis of grantmaking
issues and Annex A.lO includes the Foundation's Grantmaking Policies and
Procedures statement.

e. Issue: Clarify U.S. and Japan participation on the Board of Trustees.

Response: The Chairman of the Board of Trustees will invite a U.S. representative to
attend Board of Trustee meetings as an observer. A representative from Japan may
also be invited, depending upon the issues to be discussed and interest by Japan and
the Foundation.

f. Issue: Mission should perioclically review the endowment management policy
requiring the maintenance of the endowment's real value in order to ensure that
adequate income is available to fund biodiversity conservation grants and activities
while meeting investment fund objectives ot" safety, income generation and capi tal
protection.

Response: 1\1 ission concu rs wi th n.:co Il1lncndation.

g. Issuc: USAID/W noted thc draft endowll1ent guidelinc provision "it is cxpected that
the bulk of funds of an endowed organization looking for long-term stability be
invested in the United States".
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Response: Foundation I s investment policy specifies that USAID funds will be invested
in instruments offered in the U.S. and denominated in U.S. dollars. Fixed-income and
equity investments will be predominantly in the U.S. The Foundation will have a
global exposure to equities through the use .of a U.S.-based managed commingled fund
denominated in U.S. dollars.

h. Issue: USAID/W noted that the Foundation may wish to consider the pros and cons
of a risk management strategy that includes sound green investments as it develops its
investment strategy.

Response: This guidance provided to the Investment Committee for their
consideration in developing the Foundation I s investment policy and strategy. Pros and
cons were considered during the drafting of the policy.

4.4 EVALUATION OF RISKS AND COi\'UITIONS FOR TERJ\:UNATION

4.4. I Restlictiolls Oil the Use of FUllds

USAID/Washington has determined that establishing an endowment is in many ways
analogous to a cash transfer, thus normal statutory restrictions on the use of funds do not
apply as a matter of law to the use of endowment income. The following restrictions on the
use of investment income will be included as a matter of policy: (a) the IBF must maintain a
formal written spending policy ( currently established at 3-5 percent of the endowment
assets), (b) the IBF must spend at least 75 percent of these annual expenditures on program
grants and program-related expenses (may include investment management fees); and (c)
annual investment management costs should not exceed two percent of the market value of
endowment assets. Because the USAID grant is being attributed to the Global Environmental
Facility, the Cooperative Agreement will not contain any formal eligibility rules (other than
code 935) with respect to the source/origin/nationality of goods and services procured.

4.4.2 Temzination of the Endowment

The Cooperative Agreement will contain the right of USAID to terminate the
endowment if the funds (either the endowment corpus or investment incomc) are not used in
accordance with the CA and the Foundation policies refcrred to therein, or the requircments
in section 4.4.1 above arc terminated for any rcason. Additionally, the Cooperativc
Agrecment will specify that failurc to usc best efforts in carrying Ollt the activities containcd
in the CA program description and work plan, inclUding material failure to achieve the
actions indicated in section 3.2, "Performance Indicators", will constitute default under the
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CA and will be considered grounds for termination and refund of the assets remaining in the
endowment. For example, IBF's failure to correct the following would be considered
grounds for termination: (a) spending less than three percent of the market value of
endowment assets on grantmaking programs and operating expenses annually; (b) revise or
otherwise fail to adhere to the Investment Policy statement and Guidelines approved by
USAID or its Articles of Association, without USAID approval; (c) an unrepresentative or
inactive Board of Trustees; and/or (d) failure to provide scheduled annual audit and
performance reports to USAID, or serious adverse audit findings. As an alternative to the
termination of the Cooperative Agreement and the refunding of the endowment assets to the
U.S. Government, USArD may consider other appropriate actions. These could include the
transfer of the endowment to another NGO. If such an approach was determined
appropriate, USAID Indonesia could deobligate and then reobligate the funds to another
project.

5. PROJECT FINANCIAL PLAN

5.1 PROJECT COST ESTf:\lATES

The total cost of the IBF project is $25.5 million. This consists of up to 519.0
million in grant assistance to the Foundation, and about $6.5 million in matching
contributions from various sources. USAIO's grant funds are divided into $16.5 million (87
percent) in foreign exchange (FX) and 52.5 (13 percent) million in local currency (LC).
The foreign exchange will be used to finance the endowment while the local currency will .
fund the initial grantmaking program and foundation development costs. In addition to this
$25.5 million, about S1.3 million in additional USAIO support is being provided through the
Natural Resources Management (NRlvf) project ($ 1 million for technical assistance,
equipment and office space) and the Biodiversity Support Program (BSP) ($350,000 for
initial operating costs and foundation development). Table C illustrates project cost
estimates by project component ane! funding mechanisms/sources. Table D shows project
cost estimates by fiscal year. Figures include the expected revenue from the endowment and
matching contributions. Table E provides a detailed analysis of five potential endowment
sizes (from S16.5 million to 540 million) and the expected investment income from each.

5.2 PROPOSED FINA:"CI:"(; PLAN

The financing plan for the project is ai 111 cd at achieving three objectives:

TI1~ ckvelopmcnt of a professional, inclepcncknt grantll1aking institution operating at
international stanc!;\rds and expansio!1 of linancial resource base (i.e., additional
contributions for the cnclo\V!11cnt ancl program activities).

* The establishmcnt and manageJl1~nt or' th~ initial USAID-funded endO\.... mcnt and
ckmonstrated abi Iity to hand Ie add itional fund ing.
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TABLE C
COST ESTIMATES FOR INDONESIAN BIODIVERSITY FOUNDATiON (IBF) PROJECT

Expected Contributions by Private Sector, GOI, Foundations, Donors and Other Sources

USAID Contribution

Foundation Governance Start-Up and Technical Support

Endowment

Grantmaking Program

sua TOTAL

Operating Expenses

Endowment

Grant Making Program

sua TOTAL

IBF PROJECT TOTAL

USS

USS

USS

uss

USS

USS

USS

uss

USS

1,250,000 1)

16,500,000 1)

1,250,000 1)

19,000,000

600,000

4,700,000

1,200,000

6,500,000

25,500,000

Cooperative Agreement

Cooperative Agreement

Cooperative Agreement

Various sources

Various sources

Various sources

I

I
I
I

I
i
il

!I!:
:1
",i.,
ii
ii
Ii
'I

!J
H

"I';!
::
:1

1) Amount in Coo~(a:iv~ A;r"'ement will d"'?end U;XJrl funds availaol", and negotiation ?'ocess.

ADDITIONAL USAID RESOURCES TO SUPPORT DESIGN AND IMPLEMENTATION

OF THE INDONESIAN BIODIVERSITY CONSERVATION PROGRAM, INCLUDING, ISF PROJECT

TOTAL

Foundation Operation and Technical Support

Foundation Start·up and Technical Support ror

Program Design and Implementation

FUNDING NIECHANISM II
'I!I

ARD, NRM Project 2) ::

il
II

Biodiversity Support Program 11

II
II
Ii

USS 350.000

USS 1.3:;0.000

uss 1.000.000

: ESTIMATED SUPPORT..;:....
.. :.;:I:.',.' ': .. ' :.:

2) I"CI~dq, ,b<:lul HOC.ceo (0' Ion? lerm Jdvi,o( (J,,,u,ry. 19')4. July, l!J'JG); ~ 120.000 (0' or(,co
,pJCO (/,I'y. 1994. Ap,il. l'J'J::i)./onov,l,on,. fum,lu'o ,nd equ'pmenl; Jnd
~ 180.000 (0' ,t>or1·lorm loCt>",c,1 ,,,,,1''''0 (,boul 18 po"o" monlt>, of o,p,I,;,IO
.:I:~i~!.JnCQ Ot .:J~ul JG por:on mon~h~ of lndon<:~i.ln C:1'pC'rti~o).

'tnTtH
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,cal' I U_I_ 1 .1_2 I 3 I 4_1~=I--'G--1-7-1-6-1-9-I-l-0f TOTAL

... ~==,========== -.!£?~~_L!?.E£...... __~~!.._ -..!£?~--Liii.PD 2000 2001 2002 2003 2004
,', ::J';~:i:;(h;Mi@;@£:f;t:::'i:;iQ:F::;:::;::::::::';:::::;:::':':::;~ill=;::fdi::il;:;:;:;:;:cl~:t:::':'<:::·:"::::;;i;;;;;;::i~;,;,;;;:;;~:~z;.;:~;;:;i~~~';:;:'"';;';;'~'Fcc~;;.u::...""";")'::;;;'~~i~':';;;';''':'';' t "..:.. .',' " , • " ;,' , .' . , .' •.

lOF PROJECT FUNDING
Cooperallve Agreemenl Funding

1,250,000

0rerallons and Slall.up

Ir--Operallons Support 150,000 75,000 50,000 50,000 50.000I j j ! j j I
Evaluallolll; and Audits 75,000 100,000 20.000 100,000 L-.----..----.f-. _

Technical Asslslance 200,000 200.000 -,-00,000 '

Sub-lolal 150,000 150,000 350,000 270.000 330,000

Endowmenl Eslablishmenl
Inillal Capllal

Granlmaklng Program Support
Granls program support
Grantmaklng funds

Sub-Iolal

Annual Endowment Income (1)

Malchlng Contrlbullons (2)
Endowment Capilal

Granlmaklno Prooram Funds
Annual Operaling Funds

Sub-lotal

16,500,000

===J I I 1 1__
t~ 16.500.000

50,000 100,000 100,000 125,000 75,000
100,000 100,000 150,000 200,000 200,000
150,000 200,000 300,000 325,000 275.000 1.250,000

412,500 625,000 825,000 975,000 1,060,000 1,060,000 1,060,000 1,0(-0,00) I,O".,{),(XX) 1,<>:..0,000 9,:197,500

3,000,000 1,700,000 ~,700,OOO

100,000 1100'000 200,000 200,000 150,000 150.0..-0 150.COJ 150,000 1,200,000

25,000I 50,000 I 75,000 75,000 100,000 75,000 50,000 50,000 50 ,(xx) 5O.(XX) 600,000

25,000 50,000 175,000 3,175,000 2,000,000 275,000 200,000 200,C'JO 200,0..-0 200,000 6,500,000 I aJ
-:r

17,237,500 11,225,000 11,650,000 \4,745,000 \3,665,000 11,335,000 !l,26?OOO I1-260,000 I1-260.(X)J '-l,2~;000 I. 3<l.69~ ..~TOTAL IBF PROJECT FUNDING
1~~'~I~I~l~I~I~J,~u~'~~fl~~~~~~.I~-~S;i'~'I~·~~·~ ~jMa

ADDITIONAL USAID SUPPORT

Blodlverslly Support Program Grants
Preparallon grant to Yayasan Pelangl 100,000

Preparatlon/operallons grant to IBF 50,000 150,000

Technical Assistance 50,000

Sub-lolal 150,000 200,000 350,000

NRM Proje_ctSupport
Long and 6hort-lerm TA (3\ 400,000 I 400,000 I 100,000

First Year Office Lease & RenovaUon 60,000
orrico Equlpmenl & Furnlluro 40,000

Sub-tolal 100,000 400,000 1 400,000 1 100,000 1,000,000

TOTAL ADDITIONAL USAID SUPPORT I 250,000 I 600,000I 400.0001 100,000 1,350,000

TOTAL PROJECT SUPPORT 250000117,837,50011,625,00011,750,000 14,745,000 13,665,000 11,335,000 11,260,000 11,260.000 11,260.000 11,260,000 I J6.2H,5<J0
::;;;;:;::;:;:;$:::::;~:::;m::;;;:;~;;;:;::::::~:~;::::;;::::::::~:::~:::::;:::;:::::;::::::::::::~:::::::$:':;i::::::;::::;:::;:~;:;::~;:r:~;;:~:::::::~;:::::::::;~:::;:T:::;~:::::;::;;::;;:;;;:i;q:;;i;:::F::::::::;\::::V::::'i';;:;;;:F:\:f:P<:iiLI:::::::::::p:::::::n':;::'1 ::::f::f::':::':<::':::~ I ii':1,,'::\;'''',' 1,":'::,,<,;<' 'I ' ,;,'" " it· ,'~ I·'h'~ ',,' ,;,.. ,I ","" ',,:,', '::. Nl:~ 1« j";;' ..

Notes
(1) band on a spending polley 015 percent or endowmenta..ets per Yllr.

(2) This represents \he minimum 25% mllchlng conlrlbuUons In \he Imoun~ 01 S6.5 million .mount Tho lar\1.t .mountl. much hi\1hor

(J) Foreign Exchln\1e Costs

F:\slall\sriliblppllablod2.wlI4 JlIS/95 OOII~



Sensitivity Analysis
Total Retum Scenarios from Various Endowment Sizes

Table E

S1,155,OOO S825,OOO S495,OOO

Endowment Size

S16,500,OOO

...•..

Annual net total return~

7 p.erc~.nt 5 perce~t
", ....

: ...,'.:;... ,

3 percent
".:.. ;.,: .

.. , ....

1 percent

$165,000

S21,200,OOO

S25,OOO,OOO

S35,OOO,OOO

S1,484,OOO S1,060,OOO S636,OOO

$1,750,000 $1,250,000 S750,OOO

$2,450,000 S1,750,OOO S1,050,OOO

S212,OOO

S250,OOO

S350,OOO

S40,OOO,OOO $2,800,000 S2,OOO,OOO S1,200,OOO...........:.•........ $400,000

• Annual net total return is less investment fees and retention of income and capital gains

table E, Vol. I
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* The development of an innovative grantmaking program addressing the problems of
sustaining Indonesia's biological wealth.

5.2.1 Financing the Development of the Foundation

($1,250,000 in USAID funds directly with the Foundation through the Cooperative
Agreement, $1,350,000 in additional USArD support through the NRM project and BSP, and
$600,000 in matching contributions)

Five years of program and operational support is essential to develop a high quality
institution. During this period, the Foundation is expected to raise at least $600,000 in
matching contributions for development and operating costs. USAID intends to provide US
$1.25 million over the first five years of the Cooperative Agreement for operating costs,
technical assistance, training of selected Foundation staff and board members, evaluations
and audits for the Foundation. These funds may also be used as a contingency fund in the
event that investment returns from the endowment fall below the real return target of 5
percent during any of the first five years.

USAID is providing an additional US S1.0 million of support thr~ugh the NRlvf
project, utilizing the services of ARD contract to provide technical assistance through July,
1996, initial equipment needs and office space (May, 1994-April, 1995). Furthermore,
about S150,000 has been provided for the initial start-up costs through the USAID-funded
Biodiversity Support Program (BSP). BSP funded initial foundation development activities
through a grant with Pelangi, a leading Indonesian environmental NGO. The IBF also
received approximately S200,000 directly from BSP to cover operating costs through May
1995 and development of operational, grantmaking and financial management policies.
USAID's direct and indirect contributions for operating expenses will be phased out as
income from the endowment and other sources becomes available.

The challenge of building a highly professional, independent foundation requires this
strong financial support during the formative stages. A high quality institution will be able to
attract other international and domestic funding for endowments, grantmaking programs and
operating expenses. A mediocre under-funded operation will be unable to attract and retain
the kind of financial support needed.

5.2.2 Establishing the Endoll'lI/ent
(SI6.5 million US;\ID and $4.7 million in matching contributions)

Essential to the success or the Foundation is an endowment of a size that will permit
it to fund its core operating expcnscs and support <1 signilic<1nt grantmaking program. USAID
will provid~ S16.5 million to capitalize an initial endowment fund. The Foundation,
however, must first obtain approval of" 50 I(c)(3) status by the Internal Revenue Scrvic~ and
USAID must review and approve executed fund management contract(s) (Annex 0 includes
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the terms of reference for selecting fund manager(s). USAID funds will also be used to .
assist in the selection of appropriate asset manager, and to support the work of the
Foundation's investment committee in overseeing the implementation of the Foundation's
Investment Policy.

Financial projections indicate that annual income from a $16.5 million endowment
will provide support for a minimum level of operations and grantmaking program of the
Foundation. The USAID-funded endowment is viewed as initial "seed" capital. The
Foundation is expected to generate at least an additional $4.7 million in endowment
contributions over the ten years of the project. The Foundation's initial fund raising strategy
is to generate over $6 million in additional funds to achieve a $22 million endowment (funds
from USAID and other sources). Project design identified a fund raising target of at least a
$40 million endowment by the end of the project.

USAID anticipates making a total contribution of $16.5 million for an endowment on
or about June, 1995. Support for an endowment will demonstrate USAID's commitment to
the long-term viability of the Foundation. The existence of the USAID-funded endowment ..
will give a financial boost to the Foundation's leadership in seeking endowment and program
funds from other sources. This results from the "signal of sustainability" sent by the initial
endowment contribution. Few donors can be expected to contribute endowment funds to a
foundation whose long-term Ii fe is not secure.

5.2.3 Financing the Initial Grantmaking Gnd Networking Program
($ 1,250,000 USAID and S1,200,000 in matching contributions)

USAID will contribute SI,250,000 to establish the Foundation's initial grantmaking
program. A portion of this amount may be used to fund actual grants during the first several
years of operation if a significant amount of endowment income is used for start-up costs.
Over the initial five years this type of financial support will be phased out. Technical
assistance will be provided to the staff and Grantmaking Committee in implementing
approved grantmaking policies and proceclures that meets the Foundation's priority program
objectives. This will include regional dialogs with important constituencies as well as
workshops to develop specific strategies and inform prospective grant seekers on the
procedures for applying for Foundation grants. Funds will also be utilized to support the
salaries of program officers for several years until endowment earnings or othcr funds
becomc available. As appropriate, prospective grantees will rcceive training in proposal
wri ti ng. gran ts manZlgcl1lent and other sk ill s. Thc POllndation wi [1 al so Sll pport the
establishmcnt and strcngthening of nctworks to promote the exchange of inrormation on
biodiversity conservation. Over thc life of the project, the rOllndation is expected to
generate at \cast $[.2 million in contributions from other sources to fund program activities.
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5.2.4 Obligation and Disbursement Schedule

USAID plans to obligate $10 million in FY 94 funds (carried over into FY 95) and
$10 million in FY 95 funds to support the implementation of the Indonesian Biodiversity
Conservation Program and Indonesian Biodiversity 'Foundation Project (S19 million through
the planned Cooperative Agreement with the Foundation and $1 million through the ARD
contract, NRM project). The $19 million obligated and committed through a Cooperative
Agreement (CA) is based on the Foundation registering with USAID as a PYO, submitting
the required documentation for obtaining tax exempt status in the U.S., and agreement on a
technically and financially sound program description and budget.

5.3 l\IATCHlNG COl\'TRIBUTIONS

The Foundation will be expected to generate matching contributions of at least 25
percent of the total project costs based on the planned USAID contribution of up to Sl9
million during the ten year period of the Cooperative Agreement. Twenty five percent of the
total project cost is approximately $6.5 million. These contributions may be in the form of
capital grants to the endo\vment fund, "pass-through grants" for the grantmaking program or
contributions for annual operating expenses. The Foundation wiIl undertake a fund raising
program in order to meet these matching fund requirements. An example of actions may
include: a) public awareness programs aimed at motivating the participation of the
Government, private sector and other donors in supporting biodiversity conservation, and b)
preparation of funding proposals targeted for potential funding sources (e.g., private sector
firms, international foundations and bi-Iateral donors). The matching contribution is
expected to be allocated among endowment capital (S4.7 million), grantmaking (S 1.2 million)
and operating funds (SO.6 million). The project design anticipates that contributions to the
endowment fund during years 6 - 10 of the project will be nearly S20.0, bringing the total
endowment to approximately S40 million ( in 1994 dollars) by the end of the life of the
project. Figure 2 outlines indicators of progress in fund raising.
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Figure 2

Indicators of Progress in Fund Raising

1. Stewardship is the chid responsibility of the IBF Tmstees. This includes developing revenue for the
IBF as well as proper investment and management of the funds it receives. The board of trustees will
prepare a comprehensive manual of written policies and procedures for fund-raising.

2. There are two main revenue sources for the IBF. An annual giving campaign to raise funds for annual
operating and short-term program costs and a Capital/endowment campaign to raise large contributions for
the endowment and multi-year programs. The IBF should have a well developed fund-raising plan for
each of these two campaigns.

3. The IBF has several fund-raising markets. These include foundations, wealthy individuals,
corporations, governments and multi-lateral institutions. The IBF should have identified the various
markets, determined the techniques for obtaining contributions from each, determined how much might be ..
raised from each over a ti\'e year period, how much it will cost to solicit them, and have set priorities of
which markets will be focused on.

4. The IBF should be expected to have established a realistic mpiah/dollar goal for fund-raising based on
careful analysis. Goals for annual operating support and goals for capital/endowment should be set.

5. The IBF should be expected to have devdoped a calendar for fund-raising and trustees and staff should
have responsibility for the \'3rious projects.

6. Effective fund-raising is rooted in the (BF's mission and its program priorities. These make the case
for giving to the IBF. The [BF should prepare a "case statement" (perhaps in the form of a brochure)
containing the rationale on which requests for support will be based. This case statement would be used
for solicitation from individuals :md corporations. The IBF should also show evidence that it has prepared
well thought out propos:lls to :1 number of international foundations.

7. Within the IBF org:lnization:tl structure it should be clear where the responsibilities for fund-raising are
located. The role of trustees, committees, staff anu possibly consultants should be described.

8. The qU:lrterly reports to USAID shaulu include: a description of t::fforts and results of fund-raising
activities during the periou.
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5.3.1 Potential Non-USAJD Endowment Contributors

During the project design process, it was realized that for the IBF to reach its full
potential as a grantmaking institution, its endowment would need to be expanded beyond the
initial $16.5 million provided by USAID. The Tru·stees of the IBF have set a fund raising
goal of increasing the real value of the endowment to at least $40 million over the 10 year
life of the project.

Endowment funds contributed by other donors will be kept separate from those
provided by USAID. This will enable credit to be given to new donors to the Foundation.
The investment objectives and policies which apply to other donors may be different than
those which apply to the funds provided by USAID, and will be determined by the
Foundation and prospective donors.

Program and operating funds will almost certainly be easier to obtain than endowment
funding. Once the Foundation establishes an innovative and high quality grantmaking
program, demonstrates excellent management practices of good governance, and develops
strong international linkages, it will be in an excellent position to persuade donors to
accomplish their biodiversity funding objectives through partnership with the Foundation.
The fund-raising plan has identified international foundations, corporations, multi-lateral and
bilateral donors, and concerned individuals as potential contributors of program and operating
funds

5.3.1.1 Governments

One potential source of additional funding is the Government of Indonesia. If the
Government truly believes that NGO and scientific partnership is essential for the success of
the National Strarcgy for Biodh'crsiry Managcmem and the Biodiversity Action Plan for
Indonesia as these documents state, it should consider providing substantial support through
the Foundation's endowment. It could clo so through the provision of non-budgetary funds
such as Dana Reboisasi or through a new policy of levying rents (a form of taxes) on the
extraction of natural resource commodities such as timber and marine products, both of
which are potentially renewable resources. In both cases, the terms of the contributions
would have to be negotiated by the Foundation and the Gal.

Another source of endowment and program funding is the Govcrnll/c!lt ofJapan.
While the vast majority of Japanese official development assistance is limited to
governmental programs, thcn~ is a growing interest on the part of senior Japanese aid
officials to involve NGOs in their aid programs. The Japancse Government has appropriately
been concerncd about continucd funding for the operating costs of its projccts. The
Indonesian I3iodiversity foundation, through its cndowment, provides a strong assurance of
the Foundation's sustainability. Senior orticials ot" the Govcrnment of Jap:1.ll have also
indicated their willingness to help the Foundation approach the Japanese private sector in
Indonesia in soliciting funds for the Foundation.

54



INDONESIAN BIODIVERSITY FOUNDATION· PROJECT PAPER

Other countries to be considered are: Sweden, Canada, Norway, United Kingdom and
France.

5.3.1.2 Multilateral Institutions

Multilateral institutions, such as the Global Environmental Facility, are a potential
source of support. USAID funds are being attributed to the United States' contribution to the
GEF. In the future, the GEF could possibly provide funds directly to the Foundation's
endowment as it has done for other environmental trust funds (e.g. in Peru and Bhutan).
Another category of potential GEF funding is through its NGO small grants program which
could provide a block grant to the Foundation and use the Foundation's grantmaking
mechanism. Once the Foundation demonstrates its capacity to use funding effectively for the
sustainable use of Indonesia's biological resources, a strong case for GEF funding can be
made.

5.3.1.3 Co/poratiolls

Private sector firms operating in Indonesia (both Indonesian and international
corporations) are becoming more concerned with the need for and benefits from a pro
environmental reputation. Companies directly involved in natural resource use, such as oil
and gas, mining, fisheries, tourism and forestry, are prospective sources of funding. One
approach would be for a company to establish a separate endowment with the Foundation
earmarked for biodiversity conservation in a particular geographic or program area (e.g.,
focusing on community participation and benefits in conserving the forests of Irian Jaya or
coastal/marine resources in Sulawesi).

5.3.1.4 International Foul/datiolls

There is an excellent potential to involve U.S. and Japanese foundations in the
supporting the Foundation. From the beginning, the design of the project has worked closely
with a number of foundations who have expressed in interest in the development of the
Indonesian Biodiversity Foundation. These include: the John D. and Catherine T.
MacArthur Foundation, Rockefeller Brothers Fund (RBF), Ford Foundation and Asia
Foundation. In acid ition to fund ing program s, a fou nclation such as the Rockefeller Brothers
Fund could support an individual to work with the Foundation in carrying out their fund
raising strategy. Sasakawa Foundation and Toyota Foundation arc both interested .in
supporting environmcntal activitics in Indoncsia.

5.3.1.5 COllcemcd Illelil'iell/ois

Another pot~ntial sourc~ ot' endowment funds from the private sector, though perhaps
at a lower levd, is th:lt of private contributions from Indonesians who have accumulated
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wealth in the last two decades. While private wealth is still a recent phenomenon in
Indonesia, it is possible that some individuals may believe that funding programs which
sustain Indonesia's biological wealth represent an important opportunity to contribute to the
long-term well-being of Indonesian society. They may also understand that such funding will
make an important contribution to the future of the'entire planet because Indonesia's biotic
wealth is among the highest in the whole world.

5.4 I\'IETHODS OF PROJECT FINANCING

USAID will disburse its contribution to the Foundation through the planned
Cooperative Agreement using two methods. The endowment contribution will entail the
transferring of U.S. dollars to the Foundation's investment account in the U.S. The
Foundation, however, must first receive Internal Revenue Service approval of 501 (c)(.3)
status, and USAID must review and approve the executed fund management contract(s). The
contributions for operational and grantmaking activities will use a cash advance system,
based upon the approved annual work and financial plans. Under the first cash advance, . _.
USAID will disburse Indonesian rupiah funds in the Foundation's local account to finance
agreed upon operating and program costs of the Foundation for the first quarter. The
Foundation will submit progress and financial status reports (liquidation of outstanding cash
advance) at the completion of every month and request an additional cash advance for the
requirements of the next three months, taking into account cash on hand. The advance
process works as follows. The first advance is for three months (e.g., April, May and June).
In early May, the Foundation can request an advance for cash needs over the next three
months (1\-fay, June and July), taking into account cash on hand from the previous advance.
Thus, if the original request was accurate, the Foundation would be requesting an advance
only for July. In essence, the advance requests are on a monthly basis with a two month
cushion for processing. USAID is limited to giving cash advances for 30 days plus 60 days
processing time. Annex F contains illustrative formats for work plans, financial statements,
liquidation reports and requests for cash advance.

6. ivfANAGEMENT PROCEDURES

Management procedures, in particular, monitoring and evaluating implementation
progress of the Indonesian Biodiversity Project, will take place on several levels: (i) the
performance of the Poundation's trustees and stan' in [Jroject oversight and managcment; (ii)
the performancc of Poundation grantccs (e.g., NGOs, scicntists, community groups and other
rccipicnts) and; (iii) USI\[])/Indoncsia's pCrfOrlll<tncc in projcct ovcrsight and managcmcnt.

6.1 1'lW.JECT i\I00'I'!'O(U:,\,(;

During the initial five years, USAID Indonesia will monitor the implementation of the
project through quarterl y, semi-ann L1al and annual reviews prepared by the USA ID Project
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Ofticer. These implementation reviews will focus on progress in carrying out the work plans
as set out in the Cooperative Agreement and subsequent documents. The information
requirements of this monitoring will be established in the Cooperative Agreement and will be
provided by the Board and staff of the Foundation. This information will include both
financial and operational matters and will be includ"ed in a quarterly report prepared
specifically for USAID Indonesia. The Foundation's quarterly progress report will also
document progress in promoting broad participation in the design and implementation of
Foundation activities. USAID will be granted observer status at all regular meetings of the
Board of Trustees. The project's technical advisor will also prepare quarterly activity reports
on the advisor's activities for both the Foundation, USAID Indonesia and ARD Chief of
Party.

During years six to ten, US AID Indonesia will monitor implementation progress
through the review of the Foundation's annual audited financial statement and performance
report.

6.2 SUBPROJECT l\f01\lTORI?\G AJ'\'D EVALUATION

The Foundation will be responsible for monitoring its grants and evaluating their
effectiveness. Both formal and informal monitoring mechanisms \Nill be employed. The
formal mechanism may require each grantee to file an interim progress report half way into
the grant period. This reporting may include: progress achieved under the grant; problems
encountered in carrying out the grant funded activity; actions taken to solve problems; and
requests for modification of the grant (if any). The Foundation may divide grant payments,
making the second payment contingent upon receipt of a satisfactory interim report. The
informal mechanism involves the personal contact with the grantee by the Foundation's
program officer. This may entail visits and telephone/fax communications by the program
officer to the site of the grantee.

The Foundation will evaluate grants from two perspectives. First, to make certain
that the grantee fulfills the terms of the grant agreement with the Foundation. Second, to
generate feedback for future Foundation program direction and policies. The evaluation of
grants will include analysis of important issues such as; to what extent has the grantee
contributed to the conservation of biological diversity; has the grantee opened up a new
program area which merits additiornl funding or successfully tested a new approach that
should be replicated; should thc samc type ot' project be funded in other regions; if the grant
failed to achieve its purposes, should the Foundation cease to make grants for those types of
activities?; and was the grantee so unreliable that no future grants should be made to
him/her, or has the grantee's work beell so good tll:\t tile roulldation should consider
additional grants to this organization/individual? Members of' tile Board of Trustees,
Executiv~ Goard, r~view p~\nels, and the Grantlluking COlllmittee will be included in tile
evaluation process under the direction 01" the roundation statl.
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The principal formal mechanism for evaluating grants made by the Foundation is the
reporting by the grantee. The Foundation will require written reports on the projects
undertaken and a complete accounting of funds expended under the grant. Some grants may
be evaluated by an independent person or organizat~on. The purpose of this evaluation
would be to compare the grantmaking program of the IBF with the programs of other
grantmaking organizations in Indonesia to assess the Foundation's relative strengths and
weaknesses. This could serve as an important indicator as to whether the IBF project is
achieving its goal of international standards in its activities.

The IBF will include information on the monitoring and evaluation of its grant
portfolio in its quarterly and annual reports to USAID. USAID monitoring of Foundation
performance in carrying out the grant program will focus on those grants made by the
Foundation with USAID funds. The mid-term and final project evaluations will also include
general information (based on readily available reports and interviews) regarding the
performance of grants supported by income from the USAID-funded endowment and other
donors as a means of assessing the institutional ability of the Foundation and developmental
impact of its grantmaking program.

6.3 PROJECT EVALUATIO:,\

The Indonesian Biodiversity Foundation Project will be evaluated during
implementation to assess effectiveness in accomplishing the intended objectives. The
Foundation and USAID will evaluate whether project contributions have built a professional
institution with international standards of good governance, provided sustained financial
support of adequate size through the endowment, and established an innovative program of
grantmaking, networks and advocacy \l.,Ihich is promoting the sustained use and conservation
of biodiversity in Indonesia. In addition, the project will be evaluated in terms of its
contribution to the joint Indonesian-lapan-United States Indonesian Biodiversity Conservation
Program.

The Foundation will arrange for three independent evaluations of the project (the first
two will be financed by USldO funds under the Cooperative Agreement and the third will be
financed by endowment income). The rlrst evaluation witl be held in the third year of the
project and is tentatively scheduled for January 1998. A second evaluation will be conducted
in lanuary 2000. The third and tinal evaluation is schecluled for year ten, January 2005.
Over the life of the project, USI\ID intends to stcadily rcduce its involvcmcnt in monitoring
and surrorting rroject il11plcl11cnt:1tion. The lirst cvaluation will assess implcmentation
progrcss undcr thc Cooperativc Agrccmcnt to dcterminc if an extcnsion of the 5 ycar
Coopcrativel\grcCll1Clll is rccollll11cn(kd. Thus, this evaluation is scheduled to allow
sufficient timc for thc Foundation and USf\ID to cnsurc evaluation recommcndations arc
carricd out. The second evaluation will also rcvicw USr\ID involvcmcnt un(kr thc projcct
ancl duration of the Cooperativc Agrecmcnt and projcct to detcrmine if changcs are
appropriate. Thcse evaluations \vill focus on (a) foundation developmcnt and governancc,
(b) the management of the USAID funded cndowment and thc use of cndowment incol11e,

58



INDONESIAN BIODIVERSITY FOUNDATION· PROJECT PAPER

and (c) the strategic impact of the grantmaking program. The IBF will be responsible for
providing the evaluation teams with the necessary information for these evaluations and
sharing results among project participants. USAID Indonesia will be responsible for
ensuring that the results of these evaluations are shared internationally so that experiences
gained are incorporated into foundation development activities in other countries.

The IBF will conduct at least three internal evaluations of project implementation.
These are tentatively scheduled for January 1997, June 1999 and January 2003. The scope
of these internal evaluations will include, the performance of the governing boards and
committees, the efficiency of internal operations, staff performance and the effectiveness of
the grantmaking program. In addition, the evaluators will be given an opportunity to
comment on the performance of USAID Indonesia's project oversight and management.
Independent evaluators from the NGO, scientific, academic communities will participate.
The IBF will provide a copy of these evaluations to the USAID Project Officer and Program
Coordinating Committee.

The Program Coordinating Committee, representing the governments of Indonesia, ...
Japan and the United States, will meet with the mid-term and final evaluation teams to
discuss the contributions of the IBF project with respect to the overall implementation of the
Indonesian Biodiversity Conservation Program. The specific focus of this evaluation will be
to examine how effectively Foundation activities are contributing to the implementation of the
National Straregy for Biodiversiry Management and the Biodiversiry Action Plan for Indonesia
and to what extent the Foundation's programs are collaborating with and reinforcing program
components funded by the governments of Indonesia and Japan. The Program Coordinating
Committee will review recommendations and ensure that the results of the evaluations are
shared among participants in the overall program so that experiences gained can be
incorporated into future biodiversity conservation activities as well as for other U.S .-Japan
collaboration in development assistance.

6.4 AUDIT

The Foundation will arrange, through competitive procedures, for a well established
fi nancial management fi rm to conduct an independen t audi t of its fi nancial records. Th is
audit will be carried out each year during the ten years of the project.

f:\start\sri\ib fpP\I'P221·..,b J122f'J5
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PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

roject Title & Number: Indonesian Biodiversity Foundation Project (497-0384)
'otal U.S. Funding: $ 19 million

ANNEX 1

LOP From: April) 1995 to March 2095
Date Prepared: March) 1995

,.....!'l!\.R~.A1J~~E SUr-.li\lARY

Project. Goal:

To strengthen Indone:sia's ability to prokct and
sustain its cxtr:lOrJinary biodi\'<:rsity for the:
bc:ndit of both its own cilizc:ns and the:
int<:mational community no\\' as wc:ll as for
future generations to come:
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National and int~rnational reports on
environmental conditions in Indonesia.
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Continued political and cconomic
stability, both national and
international, and GOI support for
environmental conservation.

I)

Pr~oject Purpose:

To cre~lte and stre:ngthe:n the:

capability of institutions engaged in
the sustainable usc: of biodiversity,
and

Et\c(o (proIe~C$l~tl).S~J:ii

1.1) A self-sustaining independent
Indonc:sian foundation taking a
catalytic rol~ in the conservation
of Indonesia's biodiversity, and
networks established!
strengthened among community
groups, NGOs and scientific!
educational institutions concerned
with biodiversity conservation.
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I. I) Project eVllluations.
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I. I) Government allows the
deve(opmentment of an
independent grantmaking
foundation dedicated to
biodiversity conservation.

1.2) At least $6.5 milllion in
matching contributions (c:.g.
from Indonesian private sector,
GOI, international firms and
other donors) mobilized by the
Foundation to conserve
biodiversity.

1.2) Foundation reports. 1.2) Government continues to become
more open and transparent and
allows policy process to respond
to improved information about
natural resource management lind
the respective roles of the public
and private sectors, NGOs and
local communities.

2)

~

To promote the wider adoption of
proven policies and practices in
biodiversity conservartion.

2) Improved policies and practices
kstc:d and adopted to conserve
biodivc:rsity.

2) GOI dc:crees from the MOFr, LH
on biOdiversity conservation.

2) Public debate regarding
environmentul issucs is allowed in
nutional lind local (orn.
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Project Outputs:

OBJEctIVELY' YERll~I;q~(E
INDICt\TQRS

tv[agn(lUc\C o(OutputS:
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1) On<: intl<:p.:nu.:nt fountbtion \\'ith
int<:matiollal standards of gm'cmark'c and
op.:rations str.:ngthcn.:d and d.:di.:at.:d to
funuing hioJiwrsit)' con~.:rvatillIL

I. [) Annual reports of operations isslled.
Regular m<:dings of th.: Board of
Trustees and Executive Board hdd.
One imkp.:nd<:nt and two internal
evaluations conducted.

1.2) In th.: first live: y<:ars, Ihe
FOllnualion genaatcs :11 1.::lsI
$700,000 in matching contributions
for program and opt:rating costs,
and over til.: life: of the proj.:ct at
least $6.5 million in matching

contributions gen.:rakd for the

endowment; program and op<:rating

costs.

Project ev:t!U:I/ion and monitoring
reports, e.g. gran/ce reports and
Foundation quarterly and annual reports.

Pn~jcL·t evaluation and monitoring
rL'l'0fts, I:'.g. ,gran/ee reporls and
Foundalion quarterly and annual reports.

I) Fot/ndation carries out its
institutional development strntegy
as planned, abk to retain amI
train professional stafr.

2)

6~""
'_/

An enuowm.:nt fund e~tabli~hed and

sustainably managed to preserve its valUe
in r<:a1 krrns, and generate,; an annual

income: of at It:ast four p.:r.:<:nt of it,;

markd value, and Found;ltion generaks

addicion:t1 contributions for endOlI'lIl<:nt
and programs,

2.1) USAlD fund.:d .:ndowment

generates an average annual net

income of $700,000 for program

and OI1<:rating costs during years 2

5, and $1 million for program and

oper:lting costs during years 6-10.

2.1) Approved investment firms(s) lind

investment policy able to achieve

desired rates of return given

future financial market

conditions.

2.2) Foundation llble to carry oul

effective fund raising program,
demonstrate the need for

additionlll financial support for
biodiversity conservation to the

approprillte sources of funding,
and prospective sources of
funding capable of doubling

endowment in ten years exist.
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NARRATIVE SUl\ll\IARY

Iligh quality granll1laking program
d<:v<:lop.:u and c'arri<:J out.

OBJECTIVELY VERIFf~\BLE

INDICATORS

3.1) During th.: lirst live years, Grant
making Committ.:.: m.:c.:ls at It:ast
tt:n tim.:s, :It l.:ast five requests for
grant proposals issued and
$2,000,000 in grants awarded;
during years 6-10, Grantmaking
Committt:e: mc:ds at 1c::I.~! ten limes,
at lc:ast five rc:quc:sts for proposals

issued and ovc:r $5 million in grants
awarded.

3.2) During the first live years, at least
tt:n national and rc:gional

consultations held to discuss priority
biodiversity consc:rvation issues and

the role of the Poundation; during

years 6-10, at least t\Venty
worbhops held.

:lVfE~(NS?6'ii;';VElf(i~(cKl~i6N
•..•.• . , -•••·•. ·" , '•••· N •• '.·••• " .. " •.• ,. " " .

Proj.:ct evaluation and monitoring
reports, e.g. grantec rcports and
foundation qU:lrterly :tI1d nllllual reports
and national and local media.

IMIr(NN/rrXN.riVitssUNiJ1rjJf1f\'~f§.'~.-..,,..- Q"B ..!" ,. X :/,,:.N ,./,./. "4';,/ ~J/".>.. ,

Quali lied organizations and illl.Jivic.lunls
can be identified and nre avnilable.

3.a) Con~<:r"atioll program~ initiated.

3.b) Capacity of sci<:ntitic institutions

51 reng IhclWU.

3.c) lncrea~.:u public awarenc:ss of
biouivasity con~.:r\'ation issues.

~

J .a) Ten programs carried out involving

NGOs, communities and others in

conserving biological divasil)'

during the tirst live: years; and
lif!c:en additional programs
undertaken during years 6-10.

J.b) Four biodiVersity rc:search projects

undertaken b)' k~y Indonesian
natural s.:ience institutions and/or
s.:ientists in the: lirst liv~ years; and
an additional six projects ~'arried

out dming years 6-10.

J.c) Ten seminars and media

presentations on biodiversity
conservation in the first fiv~ years;

and len additional s~ll1inars/ll1t:dia

rr~sentations hc:ld during yc:ars 6
10.



NARRATIVE SU0101ARY

3.d) Productive uscs of biologi.::d r60urccs
th:vclopcd.

3.c) Nc:t\\"orks to support hiodi\'crsity
conservation established ant.!

strcngtheneJ.

3.f) Recoml11cndations formulated for

improving policics.

Projc..::t Inputs:

OBJECTiVELY "EkIFIABLE
INDICA~rOH~S. . .-. .

3.d) Four research projects undcrtaken
by key Indoncsian natural scienl'c
institution scientists that
dcmonstrate cconomic l'<:asibility
and ecologic;t1 sustainability of

biodiversity in first 5 years; and SIX

additional research stUtlies
undertaken in years 6-10.

3.c) Three networks establishedl
strengthened among scicntists,
NGOs and others concerned with
biodivcrsity conservation.

J.t) During the first five years, four

policy studies complekd of national

signi ticancc and recognition; and

six additional policy studies

completed in years 6-\ O.

Implemcntatio'n target:
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($)

USA ID IB F/OTH ERS TOTAL

I.
2.
3.

4.

Endo\Vl11cnt
Pilot Grant-making Program
Technical Assistance, Short-krm
Training, Commodities, 0rkraling costs,
Evaluation and Audit

Contingency (10;;)

TOTAL

16,500
1,250

\.000
250

19,000

4,700
1,200

600

6,500

20,000
1,450

l,clOO
250

25,500

a) Pn~ject uoculllents.

b) FIN Quarterly Financial Reviews,

SAPIRs and PIRs.

Financial resources proviued as

planned.
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ANNEX 2

STRATEGIC OBJECTIVE 3:

DECENTRALIZED AND STRENGTHENED NATURAL RESOURCES MANAGEMENT

3.1. Local communities actively participating in natural resources planning and
management.

3.2. Natural resource-based industries using "best practices" for land-use
management and production processes.

3.3 Policy implementation devolving to the local level.
3.4. NGO's strengthened to promote improved natural resoruces management.

PROGRAM OUTCOME 3.1.: Greater stakeholder
participation in decisions about the planning,
manaaement, use, and monitoring of natural
resources.

3.1.1. Tested "traditional forest areas" and
"integrated conservation and development"
concepts for community management of forest and
of coastal and marine resources.

3.1.2. Established models for enhancing
community participation in management planning
and implementation for selected national parks.

3.1.3. Determined the biological and technical
feasibility of enterprise-oriented. approaches to

community-based sustainable managment of forest
and marine resources.

3.1.4. Expanded implementation of agricultural
practices based on agroecosystems approaches
fostered by IPM to address new problems and new
areas.

PROGRAM OUTCOME 3.2.: Increased
conservation and pollution reduction by natural
resource-based industries.

3.2.1. Increased incentives for natural resource
based industries to adopt better land husbandry
practices and to produce higher value. less
polluting products.

3.2.2. Demonstrated technologies for efficient
resources use under stainable management.

3.2.3. Accelerated adoption of pollution prevention
technologies among natural resource-based
industries.

PROGRAM OUTCOME 3.3.: Improved policv
develODment and implementation.

3.3.1. Strengthened networks for natural
resources policy and law reform.

3.3.2. Strengthened partnerships among the GOI,
the private sector, and communities for local and
regional environmental impact planning and
monitoring.

3.3.3. Increased partiCipation of women in all
aspects of natural resources management.

3.3.4. Improved information sharing on
environmental issues.

PROGRAM OUTCOME 3.4.: Strengthened
institutional capacity for biodiversity conservation.

3.4.1. Established sustainable support for private
biodiversity institutions.

3.4.2. Strengthened environmental NGOs carrying
out research. public awareness, policy studies and
other activities to support biological diversity.
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PROGRAM GOAL
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(S \.000 pel capiti'l income by yt",r 20000)

STRATEGIC OBJECTIVE 1 STRATEGIC OBJECTIVE 2 STRATEGIC OBJECTIVE 3 STRATEGIC OBJECTIVE 4 STRATEGIC OBJECTIVE S
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PROGRAM OUTCOME 2.1

PROGRAM OUTCOME 1.1 Inc,ea50ed use and quahty 01 fi'umly PROGRAM OUTCOME 3.1

hnillovr.d policy lormulation and planning services locill CQlmnuluhts t\chvr1y PROGRAM OUTCOME 4.1 PROGRAM OUTCOME 5.1

Implemenlatlon lor markel·ba50ed 1>;utlclpallOg in "ahHeal rC'!>ouces Adopl1on 01 ntw pol.C't'\ ~nd ~f('He1 ,nod H"nPf'oY"e'd .a6-«.\c}'
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dC'cC'nu;.hltd hno1ncln9 01 Ulbl1n 0'f9.)nll.abon~1

PROGRAM OUTCOME 2.2 envlIonmentalinlaf\ollUc1U1t

Incfeased use & quality or

PROGRAM OUTCOME 1.2 STD/HIV/AIOS and leparduel;ve PROGRAM OUTCOME 3.2

Strengthened ins.htu1ions which health services (Ia'gelled Natural resource.b"st'd PROGRAM OUTCOME 5.2
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Project Expenses

Year 1 Fund"11'I9 Year 2 Funding Year 3 Funding Year ~ Funding Year 5 Funding
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Core Qperatino EXPenses

Staff Expenses

Office Expenses

7S.000

60.000

CAl6S?

CAlSS?

75.000 CAlEndow

60.000 CAlEn<low

75,000 CAlEndow

75,000 CAlEndow

75,000 CAlEndow

50,000 CAlEndow

75.000 Endow

50.000 CAlEr,dow

Travel and Honoraria 25,000 85P/Endow 25,000 CAlEndow 25,000 CAlEndow 15,000 CAlEndo..... 15.000 CAlEn<low

225,000 CAlEndowProfessional Fees

Public Information 50.000 BS?/CA

200.000 CAlEndow

25.000 CAlEndow

225.000 CAlEndow

25.000 CAlEndow

200.000 CAlEndow

25.000 CAlEndow

245.000 CAlEndow

20,000 CAlEndow

Meetings

Sub-cocal

15,000 BSP/Endow 15,000 Endow 15,000 Endow 15,000 Endow 10,000 Endow

P'rogram-related Exoenses
Program Sta ff

Travel

30.000 CAlEndow

15.000 CAlEndow

55.000 CAlEndow

35,000 CAlEndow

55,000 CAlEndow

25,000 CAlEndow

85,000 CAlEndow

35,000 CAlEndow

90.000

35.000

Endow

Endow

50.000 CAlEndowMeetings'" Wcx'(shops

Public Information

50.000 CAlEndow

20,000 CAlEndow

50.000 CAlEndow

30,000 CAlEndow

50.000 CAlEndow

20,000 CAlEndow

50.000 CAlEndow

25,000 CAlErldow 25.000 Endow

10.000 CAlEndow 55.000 CAlEndow 100.000 CAlEndow 75,000 CAlEndow

CA150.000

100,000 CAlEndow

CA170,000CA200,000CA200.000CA125.000Consultants!TA/Training

Evaluations ... Monitocing

Sub-CoCal

Grantmaking Program
Grants awarded

Netwroing Program
250.000 CAlEndow

64.375 CAlEndow

500,000 CAlEndow

100.000 CAlEndow

660,000 CA/Endow

125.000 CAlendow

8oo.Cl'..o O/Endow

150.000 CAlendow
1,Qt'..o.Qt'..o OJEndow

150.000 GOJendow

Sub-Cotal

Inves-unent Management 60,000 Erldow 123,750 Endow 123,750 Endow 14'5,250 159,000

TOTAL 1,074.375 1.54B.750 1.798,750 1.916.250 2.174,000
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2000
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$r.lurc~
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2001
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2002
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2004
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.A1"'NEX 4

B. Initial Environmental Examination

(A) PROGRAM COUl\TTRY: Indonesia
(B) ACTIVITY: IndoQesian BiQd~versity Conservation ProgiCm
(C) FUNDING: S20 f[lillion

. (D) PERIOD OF FUNDING: FY 1994'- FY 1998
(E) STATEMENT PREPARED BY: ~'-==~~!>.!C~~:""-.l!-\-~-=:::::::::'- __

James aylor, AEE, USAID Indonesia

(F) ENVIRONMENTAL ACTIONS RECOMMENDED:

(1) Categorical Exclusion USAID Regulation 16, Secdons 216.2 (c)(2)(vi)
(contributions to international, regional or national organizations by the United States
which are not for the purpose of c,\rrying out a.specifically identifiable project or
projects).

(G) ENVIRONJ'vlENTAL OFFICER CLE

(H) DECISION F ONESIA DIRECTOR

(I)

DISAPPROVED; ----------
DATE: ~~,-,"I~_J _

Df::CISION Or- A511\ I3Uf{EAU ENVIRONMENTAL COORDINATOR

1\ 1'1'R0 V ED: __-L::...-M_\~·V~--=--..2_,.----t-:.dc....:...c;;(;i-((~!C.

DIS,\P['ROVED:
----------

01\ Tf:::



EXAMINATION OF THE NATURE, SCOPE AND MAGNITUDE OF THE
ENVffiONMENTALIMPACT

A. DESCRIPTION OF THE PROJECT

The proposed project will be a contribution to a new Indonesian organization which will
pursue the conservation of biodiversity in a innovative and aggressive manner. The
independent, endowed organization will support investments in policy analysis, action
programs at local levels, scientific research, expanding public awareness and stiengthening
human resources. Most importantly, it ~ill provide institutional and individual leadership to
the critical task of sustaining Indonesia's biotic wealth. The endowment provided by USAID
is specifically designed to provide a sustainable source of fun~ing for conserva.tion programs,
thus ensuring long-term positive impacts on environmental quali.ty and sustainability.

B. RECOMMENDED ENVIRONMENTAL ACTION

Considering the above project approach, a categorical exclusion from USAID's Initial
Environmental Examination, Environmental Assessment and Environmental Impact Summary
requirements is proposed for the proposed endowment contribution to the new Foundation
and proposed technical assistance; commodity procurement; training; and possible grants to
the Foundation for program activities. This deterlllin,uion would be in accordance with
USAID Regulation 16, Section 216.2 (c)(2)(vi), which provides for a categorical exclusion in
situations where contributions are made to national organizations by the United States which
are not for the purpose of carrying Ollt a specifically identifiable project or projects.



ANNEX 5

CERTIFICATION PURSUANT TO
GRAY AMENDMENT

As the Director and Principal Officer of the Agency for
International Development in Indonesia, I certify that during the
design of the Indonesian Biodiversity Foundation (IBF) project
(497-0384) full consideration has been given to the potential
involvement of small and/or economically and socially
disadvantaged enterprises, and historically black colleges,
universities and minority controlled private and voluntary
organization covered by the Gray Amendment.

The project procurement plan is based on the negotiation and
award of one Cooperative Agreement with the Indonesian
Biodiversity Foundation, an independent Indonesian non-profit
organization. No other procurement actions are planned. Hence,
the procurement plan does not include an opportunity to utilize
the skills and expertise of organizations covered by the Gray
Amendment.

qn\;beoJ'Y\~g~
Q Vivikka M. Molldrem

Acting Director

Oat e
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A. DETAILED PROJECT ANALYSIS

The administrative analysis looks at the institutional aspects
of foundation governance and endowment management. The technical
analysis examines the grant making aspects of the Foundation. This
section also reviews the "grant worthiness" assessment of the
Foundation completed by USAID Indonesia.

A.1 ADMINISTRATIVE ANALYSIS

A.1.1. Developing a strong, Professional Foundation

A. 1. 1. 1 Legal and Tax Exempt Sta tus The Indonesian Biodiversity
Foundation (IBF) was legally established in January, 1994 under the
leadership of Dr. Emil Salim, former state Minister for Population
and the Environment. Although there is neither a statutory
definition of Indonesian foundations (yayasans), nor any statutes
governing their incorporation, organization, management or legal
status, foundations nevertheless have a long history in Indonesia
and have proliferated over the past several years. An Indonesian
foundation contains a simple legal structure, consisting of a Board"
of Trustees and assets, which provides the administrative structure
for creating a strong, professional institution.

The IBF has been established as an independent and self
governing organization. This independent stature has been endorsed
at the highest levels of the government. To ensure stable

"management and governance of the Foundation, the Trustees are
private citizens, selected after broad consultations with the
scientific, NGO and business communities. The Board of Trustees
also includes two representatives from international organizations,
the Ford Foundation and MacArthur Foundation. There are no senior
government officials on the Board of Trustees and no positions have
been allocated for government officials.

The Foundation has received tax exempt status from the
Government of Indonesia and "filed the documents for tax exempt
status in the U.s. under section SOl(c)3 of the Internal Revenue
Code.

A.l.l.2 Organizational structure and Staffing The
organizational structure consists of a Board of Trustees and
Executive Board to oversee the development of the Foundation I s
overa 11 strategy and program: A panel of advisors, Investment
Committee and Grant-Making Committee provide valuable guidance to
the Board and staff on the design and operation of Foundation
activities (e.g., design of grant-making and investment policies).
Key staff have been hired, including the Executive Director,
Finance Manager and support staff (e.g., Office Manager, Executive
Secretary) . Other staff, such as Biological Science Progrc1m
Coordinator, NCO Program Coordinator, Policy Analysis Program
Officer and Public Information &Training Officer will be recruited
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in later years. Staff will receive training in founpation
operation and grant making.

critical to the success of the Foundation in managing its
operations efficiently and exercising leadership in the field of
biodiversity will be the caliber of its professional staff. The
Foundation's current professional· staff positions are filled by
individuals with appropriate academic and professional
qualifications. The IBF will attract and retain suitable staff by
offering competitive compensation packages. An endowed foundation
offers financial stability which should be an asset in attracting
and retaining qualified staff.

A.1.1.3 Financial Management Systems An international accounting
firm designed the financial management system and annual audits of
the foundation will be undertaken by a major international
accounting firm, selected through a competitive bidding process.

A. 1.1.4 Promoting Participation The Foundation has demonstrated
its ability to be an open, participatory organization. A broad·
range of scientists, government officials, academics, NGO leaders
(domestic and international), members of the business and legal
communities, representatives of multi-lateral and bilateral aid
programs, and representatives from international foundations have
been involved in the project design process. Numerous meetings and
workshops have been held to discuss the mission and activities of
the Foundation. Broad participation will continue as the foundation
designs its operating procedures and grant making programs.

A.l. 2 creating an Endowment using Appropriated Dollars

A.1.2.1 Legal Basis for Endow.ment The USAID/lndonesia Mission
has the authority to establish an endowment with a nongovernmental
organization using appropriated dollars based on section 534 of the
FY 1994 Foreign Assistance Appropriations Act. The endowment has
been designed to be cons istent with the Agency guidel ines for
endowments using Appropriated Dollars (PD-21, see Annex I).
USAID/Washington has concurred with the planned endowment design.

The Government of Indonesia has endorsed the concept of USAID
providing the IBF, an independent nongovernmental organization,
with an endowment fund using us dollars.

A.l. 2.2 Financial Management of the Endow.ment The endowment
assets will be managed by a professional asset management firm,
specializing in endowment investment management for tax exempt
organizations. The Foundation has established an Investment
Committee and has modeled its investment management policies after
the best practices of u.s. foundations (Foundation's Investment
Policy is found at the end of this section).



Functions of the Investment Committee include: .
a) Develop a statement of investment policies and guidelines

to be. reviewed and approved by the Board of Trustees;
b) Arrange contractual agreements with one or more

professional investment firms that will manage foundation
assets· in a manner consistent with the statement of
policies and guidelines;··

c) Monitor the performance of asset managers relative to
appropriate market indices at least on a quarterly basis;

d) Recommend that the Executive Board terminate
relationships with managers who do not perform in line
with expectations over a representative measuring period;

e) Monitor Foundation spending relative to total investment
income; and

f) Recommend the Board of Trustees amend the statement of
investment policies and guidelines as the circumstances
of the Foundation evolve.

Endowment assets will be divided into at least two sections:
the USAID grant will be held in a separate account and a second
section for other endowment contributions, especially domestic
capital (contributions from Indonesian sources). The USAID-funded·
endowment will be invested in financial instruments offered in the
U.S. through a U.S.-based fund manager(s). A portion of the gross
income earned from the endowment (determined by the current rate of
inflation in the U.S.) will be re-invested into the endowment to
account for inflation and maintain the real value of the endo~ment

over time. Written contracts will be negotiated specifying
management fees, general parameters of the types of investments
permitted, the allocation of risk, and the amount and timing of
income to be disbursed to the IBF.

The Foundation will select an investment management firm(s)
through a competitive bidding process and USAID must approve the
Foundation's investment policy and executed contract(s) for
managing the USAID-funded endowment.

Income from the endowment assets will corne in the form of
interest, dividends and sale of marketable securities. This dollar
denominated income will be exchanged for Indonesian Rupiah to meet
the financial obligations of the Foundation. suitable international
banking institutions exist in Indonesia to facilitate these foreign
currency transactions.

A.I.3 Grant Worthiness Assessment of Administrative Capability

The Foundation has demonstrated the administrative capacity to
manage funds in a professional manner. USAID evaluated the
administrative capability of the Foundation as part of the "grant
worthiness" assessment and determined the Foundation has the
administrative capability to handle and program USAID funds. The
Foundation has registered with USAID as a Private Voluntary
Organization (PVO). In addition, the Foundation has demonstrated
adequa te systems and capabi 1 i ty in: f inancia 1 management (e. 9 . ,
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accounting and record keeping, internal controls, program
management, property management and procurement, personnel and
travel policies, investment and grant making policies, operational
procedures and fund raising) .

The "grant worthiness" assessment looked at the following
concerns regarding the Foundation's financial management
capability. Because there was limited activity to review, the
survey focused on expected implementation and knowledge of the
Financial Manager. The survey looked at the following items, and
to the extent possible, the testing of procedures:

1) General ledger established and running.
2) Complete chart of accounts.
3) A system in place to establish a budget and to compare

budget to actual expenditures.
4) Actual budget fo~ the current year.
5) Proforma or actual reports for:

Balance Sheet
Income Statement
Cashflow
Fixed Asset Ledger
Monitoring sub-grantee activity
Proforma reports to be filled by grantees on
financial activity

6) Documented organizational structure/job descriptions
7) Qualified staff

The survey reviewed written procedures for the following items
as well as the Financial Manager's knowledge of these
procedures. Again, procedures will be tested to the extent
possible.

1) Procedures and internal controls over the following
revenue streams:

Contributions/donations
Grants
Investment .income

Interest, dividends, and capital gains
other receipts.

(e.g.: refunds, fixed asset sales, etc.)

2) Procedures and internal controls over the following
disbursements/payables:

Transfer of funds from endowment
Grant advances/disbursements
Regular operational accounts payable
Payroll
Petty cash
Disbursements to Foundation personnel

I
~



3) Procurement authorization process
procedures for:

control~ and

grant authorization process which would
assessment of sub-grantee financial

capabilities and financial statement

operating expenses
Large asset purchases
Long-term commitments - leases, contracts, etc.

4) Sub-grantee financial management process:

Established
include an
management
review
Established reporting requirements for sub-grantees
Sub-grantee advance liquidation procedures

5) Investment records and reporting:

System to properly record investment activity in
G/L
System to monitor investment activity
System to generate useful investment analysis·
information

,. )
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6)

7)

8)

Procedures and internal controls over fixed assets

System to ensure proper recording of assets
System to ensure proper management/usage/disposal
of assets
Procedures to ensure adequate insurance coverage

Procedures in place to ensure the Foundation can meet the
reporting requirements of USAID and other Grantors 
particularly, the ability to allocate direct and indirect
costs.

written standard travel policy

consistently applied to all travel regardless of
funding

9) written equitable personnel policy

The Foundation's office is functional with adequate equipment
and facilities. The office is located in Jakarta.

A.2 FINANCIAL ANALYSIS

The project financial analysis examines several project design
issues. First, it estimates the anticipated revenue from the
endowment capita 1 prov ided to the proj ect. Second, the costs



associated with generating endowment income, general management of
the Foundation, operating the proposed grantmaking program, and
raising additional endowment capital and operating funds are
calculated. Examining these two issues provides information as to
the level of financial resources expected to be available for
direct grants. Finally, the analysis considers the factors which
will determine if financial resources will be available when needed
during the life of the project.

A.2.l project Revenue: USAID-funded endowment

( )
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The investment income from the endowment capital is treated as
revenue to the project. The two significant financial objectives
of the enpowment fund are to preserve the purchasing power of the
assets over the life of the project (and throughout time) and to
provide a sUbstantial, stable flow of cash income for the
Foundation's general management expenses and grantmaking
activities. The purchasing power of the endowment is preserved by
maintaining the real value of the assets over time. To accomplish
this objective, a sufficient portion of the total investment return
must be retained in the endowment to offset inflation, and the
annual rate of spending must match the real rate of return, net"of"
all investment management fees. To achieve the objective of
providing a substantial and stable f low of cash income, the
endowment assets must produce a real rate of total return which
matches the rate of annual spending.

The Foundation has established a spending rule calling for the
expenditure of 5 percent of a three year moving average of the
fund's market value. This spending policy will yield an annual
revenue stream of approximately $825,000 from the $16.5 million of
endowment capital. This spending rule will allow the Foundation to
maintain the real value of the endowment and provide for a stream
of cash income sUbject to only moderate volatility.

The income stream from the endowment will be sUbject to a
level of volatility (the frequency and amount an investment
fluctuates from its average return) largely determined by the types
of assets chosen for investments by the Foundation's Investment
Committee. While the annual real return from the endowment
investment portfolio (net of all fees) is estimated to be 5 percent
over time, in any given year the tota 1 return can be higher or
lower. Because the Foundation will rely on the income from the
endowment to produce a very high percentage of the Foundation's
annual bUdget, the amount and stability of the income stream it
produces is central to the Foundation's overall financial position.
The Foundation will establish a contingency fund to cover budgeted
expenses should investment income fail to reach projected levels.
A sensitivity analysis (Table E) was conducted to show annual
income levels at real rates of return below 5 percent. The 3
percent return consti tutes the worst Cilse scenario used in the
economic analysis.



A sUbsidiary assessment is presented in Table
analysis, which merges the annual rate of change in the
Industrial Share Price Index with dividend disbursements,
that:

1. The
Dow Jones
indicates

- The Foundation's 5 percent "spending rule" is attainable.
The mean of the annual rate' of change in the Index,
including dividend disbursements, was 4.92 percent, in real
terms, during the period under investigation, and the
Foundation will have the advantage of a 'professional
management team to guide its investment portfolio throughout
the life of the project.

- The 3 percent real rate of return on endowment funds, which
comprises the worst case scenario in the economic analysis,
provides a realistic benchmark for an appraisal of the
vagaries of stockmarket fluctuations. The mean annual
compounded rate of change during the period between 1970 and
1992 was more than a percentage point greater than the
benchmark, as was a simple averaging of the best and worst
interval periods (1973-77 and 1982-86).
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Table 1. Annual rate of change in Dow Jones Industrial Share Price

.... ::-.-'} Index - 1970 to 1992 .
.. _~

Nominal Real
Rate of Inflation Rate of

Period change Rate Change
( i) ~ (f) b (r) C

------- -------------percent------------

1970 11. 74 5.40 6.02
1971 12.43 4.58 7.51
1972 12.87 6.44 6.04
1973 -14.77 8.72 -21.61
1974 -15.08 9.58 -22.43
1975 29.61 6.30 21.9
1976 3.55 6.88 -3.12
1977 -10.30 7.87 -16.84
1978 14.80 8.62 5.69
1979 15.22 9.47 5.25
1980 22.25 10.13 11. 01
1981 -12.42 6.22 -17.55
1982 32.96 4.06 27.77
1983 11.70 4.36 7.03
1984 12.00 3.74 7.96
1985 24.99 2.65 21. 76
1986 32.77 3.20 28.65

C)
1987 -3.43 3.90 -7.05
1988 15.38 4.43 10.49'",.-

1989 17.98 4.42 12.99
1990 10.16 3.88 6.05
1991 19.82 2.89 16.45
1992 6.73 2.56 4.07
1970-92 9.97 5.63 4.11
1973-77 -2.75 7.86 -9.84
1982-86 22.51 3.60 18.25

~ Computed on the basis of the Industrial Share Price
Index provided in the International Monetary Fund's
compendium of International Financial statistics. A
2.5 percent premium was appended to each year's value
to account for the average annual return on dividend
disbursements.

to Computed on the basis of the GOP Deflator provided in
the Economic Report of the President (1994).
r = (1 + i)/(l + f)] - 1. The mean and standard
deviation of the annuQl real values from 1970 through
1992 are 4.92 ± 14.16, respectively.



The following section examines the costs of: endowment
management, governance and operations, grantmaking, fund raising,
grants and USAID funds. It also reviews the pro-forma cash flow
analysis.
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A.2.2 Project Costs

A. Endowment Management Costs

The management of an endowment investment portfolio is a
specialized area of investment management. The Foundation will use
professional investment management for its entire investment
portfolio (equity and fixed-income investments). The most cost
effective way to obtain professional management for an endovrment of
approximately $20 million is to utilize institutional commingled
funds offered by investment management firms. Management fees are
based on the market value of the portfolio under management.
Investment management fees on the $16.5 million are estimated to be
between .75 and 1 percent or approximately $125,000 per year.

B. Governance and Basic operational Costs

The Foundation is designed to operate in accordance with
international standards. Core operating costs (i.e. general
management) include salaries for professional staff, office space,
utilities, equipment, audits, etc. other significant costs include
consultations with various constituencies, Board of Trustee and
Executive Board meetings, ample public reporting, donor reporting,
professional financial management, etc. These costs are estimated
to be $175,000 per year during the initial 5 year start-up phase.
As the Foundation enlarges the scope of its grantmaking activities,
these costs are likely to increase.

C. Grantmaking Related Costs

The small grants program of lBF will provide a unique
opportunity for organizations and individuals with innovative
proposals to contribute in a substantive way to sustainable
conservation practices throughout the country. This will require
a significant investment on the part of the Foundation in order to
assure the quality of the grantmaking process. A number of
stipulations that have already been advanced will have a direct
bearing on the costs of the disbursement program. These include
the following: (a) the scope of the grants will be to a wide
var iety of organiza tiona 1 types; (b) the geograph ic focus will
encompass the entire Indonesian archipelago, requiring high travel
and communication costs; (c) grant amounts will be small, so
administrative expenses will be greater; (d) grants will be
strategically targeted on the most productive and promising
activities, so intensive professional staff involvement is required
in screening and selecting grantees; and (e) evaluations will be
conducted because of the highly pUblic nature of the Foundation's
activities. Estimated grantmaking related costs are $100,000
annually.



D. Fund Raising Costs

Private foundations typically do not attempt to raise
additional endowment capital or operating funds. They generally
rely on the initial (usually a substantial- amount) funds provided
by the benefactor. Community foundations, on the other hand,
typically spend a great deal of time· and expense attempting to
raise capital for operations and endowments. The IBF, as a hybrid
private/public foundation, will undertake a significant fund
raising effort to enlarge the endowment, raise annual operating
funds and seek "pass through II funds for its grantmaking program.
The costs associated with raising endowment capital, operational
financing and pass through funds, which include the cost of
preparing proposals, informational materials, direct solicitation,
and perhaps special events, are estimated to be $50,000 annually.
Income from the endowment will be used to cover fund raising costs.

E. Cost of Grants

The amount of funds available for grant awards from the USAID
funded portion of the endowment is estimated to be $500,000
annually. An additional $100,000 is anticipated as "pass through"·
funds from international donors. If the Foundation is successful
in raising matching endowment capital of $4.7 million, this will
provide approximately $235,000 per year in additional income.

F. Cost of Funds

The endovment funds are a grant from USAID and thus, from the
recipient's perspective, the cost of funds is zero. From USAID's
perspective the cost of funds to capitalize the endowment are
"opportunity costs"--the returns from other possible uses. Because
the use of these funds is restricted to the u.s. - Japan - GOI
program of biodiversity conservation projects in Indonesia, from
the Mission's point of view, the opportunity costs, in financial
terms, approaches zero.

G. Pro Forma Cash Flow Analysis

The Cooperative Agreement anticipates. a transfer of
approximately $16.5 million directly to the Foundation for the
purpose of establ ish ing an endowment fund. These funds will be
placed in equity and fixed-income investments using a layered
approach over several months. The asset allocation will be
approximately 60 percent to equities and 40 percent to fixed-income
investments. The Foundation will use income from the bond portfolio
to cover monthly operating expenses. Cash transfers from aU. S.
dollar account to a rupiah account will be arranged on a monthly
basis. Funds will be withdrawn from the equity portfolio
periodically to match the grantmaking award cycles. These are
currently planned for twice a year. The pro forma financial profile
demonstrates that this arrangement will ensure that adequate funds
are available to the project when needed.



Table B provides a summary estimate of operating expenditures qf
the foundation, including the cost of the grants program. Endowment
earnings are the primary source to cover these costs. Complementary
investments from other donor agencies and private contributors are
anticipated in the proj ect design. These contributions are not
included in this cash flow profile but the ability of the project
to achieve its objectives may be contingent on these complementary
investments.

The pro forma cash flow profile makes a number of important
assumptions about levels of inflation and returns on the investment
of endowment assets based on historical trends. The analysis
demonstrates that achieving' a real rate of return of five percent
will provide enough revenue to meet operating costs. Investment
income will vary from year to year however, due to fluctuations in
rates of return on investments. There may be periods of market down
turns where endowment earnings are not adequate to meet all
operating expenditures. During these periods, endowment principal
may have to be used. During periods of strong market upswings,
investment income may exceed projected levels of spending. In these
years, it will be essential for the Trustees to act consistent with
long term spending pOlicies.

A.2.3 Conclusions from the Analysis

The Foundation's distribution of small grants to a variety of
organizations throughout the country is aimed at stimulating the
development of innovative approaches to conserving biodiversity and
reaching groups directly involved with the use of biodiversi ty
resources. The expected benefits will be significant, and it is
unlikely that they could be replicated by comparable expenditures
of investment funds through a large grant program focused on
organizations located in and around Jakarta.

The cost of a high quality, small grant program focusing on
priority geographic areas, however, is quite high. This reflects
the following project design principles: (a) the scope of
grantmaking is across the entire archipelago; (b) the large number
of small grants awarded to a wide range of organizations; (c) use
of paid professional project staff to administer grantmaking
program; (d) high degree of board involvement, participation, and
consul ta tions with constituencies; (e) the use of profess iona 1
endowment management i and (f) f inanc ia 1 management, lega 1 and
aUditing to meet reporting requirements, accountability and
transparency. General management expenses (overhead) is calculated
using three methods; as a percentage of assets, of grants, and of
income.

The financial analysis examines foreign exchange risks
associated with maintaining endowment capital in u.s. dollar
denominated assets. By holding u.s. dollar denominated assets, the
Foundation bears the bulk of the foreign exchange risk.



A.2.4 sensitivity Analysis

A sensitivity analysis was performed based on the ability to
cover recurrent costs as fluctuations in the real rate of return
from endowment assets occur. A decline in real return from five to
three percent, for example, reduces net investment income by
approximately US$ 330,000. Since the cost of maintaining the real
value of the endowment and endowment management fees are somewhat
fixed, this $300,000 must either be covered by a contingency fund,
reduction in endowment capital or a reduction in operating and
grantmaking expenses. The Foundation's spending policy of 5 percent
per year, based on a 3 year moving average of endowment asset
value, is intended to smooth out variations in year to year
investment returns.

A.2.5 Assessment of Project Risks

A financial analysis also examines the relative degrees of
certainty placed on each of the revenue and cost items in the
financial analysis. The factors that are expected to affect these
variables directly are identified as follows:

A.2.5.1 Foreign Exchange Risk Since the rates at which different
currencies are exchanged vary, sometimes sUbstantially, there is a
risk that the rate between the US dollar, in which the endowment
earnings are denominated, and the Indonesian rupiah in which all
program expenditures are denominated, will change, perhaps eroding
the value of the endowment. This is called the "foreign exchange
risk." For example, if Indonesia overvalues it's currency, the
dollar has less value and thus fewer rupiah will be available to be
used as grant funds to Indonesian organizations. By holding U.S.
dollar denominated assets, the Foundation bears the bulk of the
foreign exchange risk.

A.2.5.2 Market risk The endowment asset portfolio can erode in
value if the capital markets in which it is invested experience a
down turn. For example I investment in an emerg ing market pooled
vehicle may decline sUbstantially during a bear market. Volatility
in capital markets can cause endowment earnings to fluctuate from
year to year.

A. 2.5.3 Credi t risk A company the endowment owns stock in can
decline in value or go bankrupt. A municipality may fail to pay the
bond principal and interest it owes to the foundation. According to
recent press reports, the Rocke·feller Foundation may have lost
millions of dollars due to a drastic decline in the value of one of
its investments.

A. 2 . 5.4 Infla tion risk U. S. in f In t ion can reduce rea 1 returns
substantially if the endowment assets are allocated heavily to
"safe" fixed income securities such as U.S. Treasury bills.
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A.2.5.5 Political Risk Because the project is dependent OD its
independent status granted by the current government, there are
certain risks associated with possible changes in domestic
political leadership during the 10 year life of the project. The
broad range of participants involved in implementing the project
and the stature of the Foundation's Trustees, will help ensure that
its independent status can be maintained.

A.2.6 Notes to Detailed Project Financial Profile

The Financial profile (Table B) identifies all of the revenues
and expenditures anticipated during the 10 year life of the
project. Financial projections show the inflow of funds from
endowment investment earnings (revenues) and the outflow of funds
(costs) to meet anticipated operating expenditures on an annual
basis. The Foundation will prepare detailed monthly cash flow
statements.

A.2.7 Audit Coverage

The IBF project will be covered by an independent audit
conducted annually by an international accounting firm. The scope'
of the audit will include the endowment, the uses of investment
income and any funds expended under the cooperative agreement.
Recipients of foundation grants will generally (e.g. if over
$100,000 would be) not be covered under the project audit.

A.3 ECONOMIC ANALYSIS

A.3.1 Scope and Purpose of the Economic Analysis

The purpose of the economic analysis was to determine whether
the benefits that are expected to be generated by the proj ect
justify the costs of establishing and maintaining the Indonesian
Biodiversity Foundation. The analytical approach includes elements
from the financial analysis, but incorporates social costs' and
benefits that are expected to accrue to the economy as a whole into
the evaluation.

A.3.2 The Economic Benefits of the Project

~{.l
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The economic benefits of the project are inextricably linked
to the Foundation's ability to develop pragmatic approaches to
conserving Indonesia's biologically diverse resources. The
Foundation will achieve this goal through its leadership roles in
advocacy, networking, and innovative grantmaking.

The establishment of almost 19 million hectares of terrestrial
and mar ine conservation areas, incorpora t ing reserves in every
major biogeographical zone of the country, as well as 18 million
hectares of protection forests, attests to the importance that the
Indonesian government has, by its actions, attached to the
conservation of these resources.
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The intent of the government's efforts in establishing
conservation areas has been commendable, but'the design and
implementation of effective measures to maintain the ecological
integrity of these areas have yet to be developed in a meaningful
manner. The Ministry of Forestry, recognizing the limitations of
its own resources, is increasingly encouraging the formation of new
management alliances in which local resident communities, NGOs, and
the private sector assume more significant roles in managing these
areas.

The Foundation will not be alone in fostering the development
of practical approaches to conserving the country's biodiversity,
but it will have one of its most distinctive programs. The
flexible funding lever of the Foundation I s grants program is
designed to stimulate innovative approaches to conservation at the
local level that would be difficult to replicate in programs with
comparable investments. The advocacy and networking roles that the
Foundation is expected to assume will also stimulate the
development of improved policies and programs for managing
biodiversity resources throughout the country. The assumption of
these latter roles is exemplified by actions that have previously
been initiated. The Foundation's leadership role has already been'
used to articulate the values of biological diversity and convince
authorities in East Kalimantan that a road that was to be
constructed through an established conservation area of
biologically important lowland Dipterocarpaceae forests should be
relocated. This resulted in the continued protection of an
extensive forest area. In addition, on the Foundation's initiative,
a national network of organizations and individuals concerned with
the conservation of biologically diverse resources has been
organized. The Foundation plans to use this network as a vehicle
for eXChanging information on threats to biodiversity resources,
innovative approaches to conservation, and policy options. The
Foundation will use its existing linkages with key policy makers to
promote the adoption of improved policies and practices.

There are several interrelated types of economic values that
are associated with the conservation of biological resources.
These include:

- use values derived from consumptive and nonconsumptive uses
of the goods and services that these resources provide;

- option values that are associated with future uses of
plant and animal species that are currently endangered and
may be irreversibly lost, even though those future uses have
yet to be identified;

- bequest values that are associated with the desire of one
generation to pass on its inheritance of natural resource
wealth to succeeding generations; and

- existence values that are associated with the inherent
right of an organism to life.
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While the value to society of this complex mix of benefits is
indisputable, many of its component parts are difficult, if not
intractable, to quantify with a high degree of accuracy. In the
analysis of the Foundation's activities, a proxy measure,
representing the minimum value of the mix of benefits is provided
to identify the threshold level of value that can be expected as a
result of the Foundation's activitiBs. The basis of the assessment
is the implicit value that society bestows on the preservation of
a conservation area. That is, the opportunity cost associated with
the societal decision to reserve a biologically diverse area
implies that the value of conserving the resources in the area is
at least as great as the value of allocating the resources to their
next best use. In the benefit-cost analyses that are provided, the
next best use is represented by timber extraction activities, which
provide a convenient measure of the value of alternative
allocations.

About $500,000, in real terms, of the $825,000 that will be
available from the Foundation's endowment fund every year will be
allocated to the grantmaking program. This will provide annual
funding for about 50 grants, of $10,000 each for community-based
conservation programs. The size of the area that a recipient's'
activities will be concentrated in is anticipated to be about 250
hectares (ha.).: Field activities Hill thus be dispersed over
about 12,500 hectares a year. Assuming, rather conservatively,
that:

Only half of the area under the grants Hill be used to
promote forest conservation (25 out of 50 grants);

Only 25% of the grants in any given year will be
successful in developing viable approaches for
sustainably managing these forest areas, which otherwise
would not be protected;

Each hectare of closed forest will contain, on average,
35 cubic meters (m') of commercial timber2

; and

The standing value of .commercial timber is $45 per
cubic meter'.

: This is expected to be an effective size area for developing
strong alliances at the local level. Programs and policies that
apply to much larger areas are also expected to be developed as a
result of the cumulative field experiences of the grantees.

I This allows for the inclusion of a wide variety of forest types
of varying ages in the grants program.

\ In a functioning market, the standing value (stumpage value) of
commercial timber is determined by means of a competitive bidding
process. Studies of noncompetitive markets in Indonesia, and
other countries with similar forest types, suggest that the value



The annual value, in real terms, of the benefits that can be
attributed to the Foundation's activities will, at the very ieast,
be:

(12,500 ha.)(1/2)(1/4)(35 ml/ha.) ($45/m l
) = $2,460,938

In a "worst case' scenario, with a real return on endowment
funds reduced to 3 percent, the number of annual grants would also
be reduced (from 50 to 30), and the annual stream of benefits would
become:

A.3.3

(7500 ha.) (1/2) (1/4) (35 ml/ha.) ($45/m l)

The Economic Costs of the project

= $1,476,562

The opportunity cost associated with the $19.0 million in
capital that will be allocated to the project, which includes $16.5
million to establish the Foundation's trust fund, and $500,000 that
will be provided annually in the first 5 years of the project to
cover start-up costs, is, in a very real sense, already
predetermined. Indeed, since the expenditures of the funds are
restricted to uses that implement the U. s. -Japanese-Indonesian
Biodiversity Conservation Program, the opportunity cost reflects
returns on alternative uses of the investment to support
biodiversity conservation programs in Indonesia. The opportunity
cost in the base case is represented by a social discount rate, in
real terms, of 6 percent, which is consistent with the discount
rate that is used in public project evaluations in Indonesia.

A.3.4 Benefit-cost Analyses

Three benefit-cost analyses are provided in Table 2: 1) the
base case, with a 6 percent social discount rate; 2) the base case
with a social discount rate of 8 percent, which is consistent with
the real rate of return in the private sector of the economy; and
3) the base case with a 3 percent real return on endovment funds,
which constitutes the "worst case ll scenario. A ten-year timeline
was used in the analyses to highlight the sustainable nature of the
Foundation's activities. The benefit-cost ratios in all three
cases, 1.46, 1.29, and 1.07, respectively, are indicative of the
economic soundness of the project. The fact that the benef it
streams used in the analyses understate the true value of the
Foundation's conservation activities makes the economic
justification for the project even more compelling.

of standing timber should be about 40 to 50 percent of the
delivered mill price.
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Table 2. Benefit-cost analyses of investments to establish and
maintain the Indonesian Biodiversity Foundation.
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a = $ 16,500,000
b $ 500,000
c = $ 2,460,9]8
d = $ 16,500,000

BIC = 1. 46

2. Base Case with social discount rate = 8 percent.

a = $ 16,500,000
b = $ 500,000
c = $ 2,460,9]8
d = $ 16,500,000

BIC = 1. 29

3. Base Case with return on endowment funds = 3 percent.

$ 16,500,000
$ 500,000
$ 1,476,562
$ 16,500,000

.!lLC = 1.07
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A.4 TECHNICAL ANALYSIS

The technical analysis examines the Foundation's ability to
plan and carry out a grant making program, including priority areas
of focus, types of activities to be supported, and grant making
procedures (e.g., consultations, solicitations, review and award of
grants, and monitoring performance of grantees). The analysis also
looked at the capability of prospective grantees and Foundation
staff, and planned actions to strengthen capabilities.

A.4.1 operating a High Quality Grant Making Program
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The Indonesia Biodiversity Foundation will be a grant making
foundation. Grants are investments in people and their ideas. The
challenge for the Foundation is to identify opportunities where
grants to individuals, organizations or institutions can best serve
to sustain Indonesia's biological wealth while at the same time
seeking ways to use this wealth for the benefit of humanity.

The USAID grant worthiness assessment determined that the IBF
has an adequate grant-making policy, procedures and staff to .
undertake a grants program designed to sustain biodiversity in
Indonesia. The Foundation's grant making policy and conflict of
interest policy are included at the end of this section.

The task of the grant making program is not simply to provide
capital in the form of grants to organizations and individuals
engaged in biodiversity related projects. The Foundation will
develop an array of grant making program pOlicies designed to use
the foundation's resources strategically to promote the wider
adoption of proven policies and practices. This will involve
supporting well-established organizations and scientists as well as
earmarking funds for small grants to remote communities, pro
actively seeking out organizations involved in innovative projects
or assisting recipients with the task of building up their
institutional capabilities.

A portion of the investment income from the endowment will be
used to cover the administrative costs of the grant making program.
These costs include widespread grant solicitation, processing of
applications, review panels, program staff, travel funds, workshops
and trainings for prospective and approved grantees, reporting and
evaluations.

The IBF Project is designed to ensure that prospective grant
seekers perceive that they have a fair chance at securing funding
for their projects. Foundation policies set by the Trustees
articulate the "rules of the game ll to ensure fair treatment and
transparent procedures. All appl icants for grant funds will be
informed whether their proposal has been approved or denied in a
timely basis with an explanation of the reasons behind the

(J decision .
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The IBF will demonstrate its grant making capabilities and
gain credibility early in its organizational life through the
funding of innovative project activities. Illustrative grants
could include those for applied research and surveys, institutional
strengthening, demonstration of improved strategies for in-situ or
ex-situ conservation, policy studies, demonstration of productive
uses of biological resources and environmental awareness.

The grant making program of the Foundation will begin shortly
after the disbursement of USAID funds to the Foundation. It is
anticipated that when the grant program is fully operational, 10 to
25 grants will be made each year. Most of these grants will be
under US$ 25,000. The foundation will develop its grant making in
stages, initially focusing on five program themes and geographic
areas, and funding a limited number of grants.

A.4.2 Grant Making Program Priority Focus and Activities

Foundation staff carried out extensive consultations in
Jakarta, Central Java and East Kalimantan to present the
Foundation's objectives and solicit suggestions on Foundation
development, operation and focus. Based on consultations,'
extensive expertise and experience, and the detailed technical
analysis in The Biodiversity Action Plan for Indonesia, the
Foundation 1 s grant making policy calls for focusing support on
three program areas during the initial years: a) building
constituencies for sustaining biOdiversity, b) identifying and
analyzing pUblic policy priorities, and c) strengthening community
based nature conservation activities. The Foundation intends to
place priority attention on in-situ conservation, especially in
threatened ecosystems such as the Dipterocarpaceae forests of
Kalimantan, testing innovative approaches for promoting community
participation, marine conservation, and ex-situ conservation to
document important genetic resources in areas with high population
pressure and development. Accordingly, the Foundation identified
five priority geographic areas:

a) Development of in-situ conservation in East Kalimantan;
b) Sustainable use of biodiversity to benefit communities in

North Sumatra;
c) Development of eco-tourism in Bali and Nusa Tenggara

Timor;
d) Marine biological diversity conservation in Jakarta Bay;

and
e) Development of ex-situ conservation on Java;

The Foundation also plans to: strengthen the administrative and
technical expertise of Foundation staff , hold national and
regional consultations to update grant making programs, and assess
and strengthen the capability of prospective grantees to undertake
Foundation-funded activities.



This section assesses the general capabilities of prospective
grantees, reviews the experiences of the Global Environmental
Facility-Small Grants Program (GEF-SGP) and the Biodiversity
Support Program, illustrates the types of grants that could be
provided by the Foundation for each of the Foundation's five
themes, and summarizes the application of the previous analysis for
the design and implementation of the Foundation's grant-making
program.
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A.4.3 Administrative Capability of Prospective Grant Recipients

A.4.3.1 General Assessment The Foundation has determined that
eligible recipients include: NGOs, community groups, scientific and
educational institutions. The technical feasibility of individuals
and organizations undertaking such activities varies, of course,
according to the complexity of the planned activities and
administrative/technical capability of the prospective grantees.
Many of prospective grantees have a proven capability in
implementing projects funded by donors. Some of the prominent and
well-established Indonesian NGOs engaged in environmentally related
activitiei include: LATIN, Biological Science Club, WALHI, WWF,
Sejati, Pelangi, and Bina Swadaya. There are also numerous'
scientific and academic institutions capable of carrying out
research,' conservation, policy analysis and environmental education
activities. In general, these prospective grantees would benefit
from technical assistance in program planning, proposal writing,
financial management, monitoring and reporting on progress. In the
future, the Foundation may also target some of its grants to
emerging NGOs and community groups in remote areas. These groups
will likely require considerable technical assistance in preparing
well focused proposals and in strengthening their managerial
capabilities.

A.4.3.2 Global Environmental Facility-Small Grant Program (GEF-
SGP) Experience Dana Mitra Lingkungan, a leading

Indonesian environmental NGO, recently received funding from the
Global Environmental Facility to carry out a small grants program
(GEF-SGP). DML evaluated over 70 proposals and awarded six grants
($200, 000 for the grants and about $40, 000 for operating the
program) . The amount allocated for operating the program was
considered far too little to ensure effective collaboration,
institutitinal development and monitoring. Nevertheless, this
intensive and well focused grant making experience identified a
number of common constraints faced by prospective grantees,
especially environmental NGOs. These include:

a) Lack of a sound and logical plan that was well written,
too wide a range of goals;

b) Questions on the sustainability of operations' and lack of
qualified staff;

c) Proposa ls tended to con form to donor interests rather
than encouraging the development of original idcos and
approaches;

\(\\



d)

e)

Confusion between needs and wants of the
as interpreted by the involved NGO; and
Lack of understanding on the
procedures/requirements of the donor
grantees.

local commt!nity

administrative
by prospective

It is important to note, however, that the National Coordinator and
staff for the program were able to overcome most of these
constraints through technical support and encouragement. The
trainer must have a solid understanding of the technical aspects,
and be familiar with the culture and level of education of
prospective grantees.

GEF-SGP's grant-making experience also identified limitations by
donors. These include:

a) Imposing fixed criteria that restricts innovation and
flexibility; .

b) Overly high expectations of NGO capabilities;
c) Disbursing grants too large for NGOs to absorb or too

small to have a significant impact on the environmental
problem to be addressed;

d) Not allocating sufficient time and resources to build the'
technical and financial management ability of NGOs; and

e) Lack of public information on the types of activities
supported by donors which would help prospective grantees
understand what to expect from given donors.

A.4.3.3 Biodiversity Support Program Experience TheUSAID-funded
Biodiversity Support Program, a consortium of three U.S. NGOs: the
Worldwide Fund for Nature, the Nature Conservancy and the World
Resources Institute, has financed a 1tJide range of biodiversity
conservation activities, from small grants ($15,000 or less) to
very large programs (e.g., $175,000 to $700,000). The small grants
($15,000 or less) provided to individual scientists may be of
particular interest to the Foundation. BSP supported scientists
and researchers to carry out studies on: the effects of selective
logging on the ability of Dipterocarp tree species to regenerate;
ethnobotany of Asmat culture in Irian Jaya; preliminary research on
the economics of sustainable forest management in Indonesia; and
the diversity, ecology, economic value and management practices on
native mangos in South Sulawesi. These grants were approved based
on a relatively simple proposal format and involved minimal
administrative requirements (e.g., an outside audit of the
recipient's accounting was not required)

In addition, the USAID-assisted U.S.-Asia Environmental Partnership
funded the Biodiversity Conservation Network through the
Biodiversity Support Program. BCN provides planning grants (up to
$50,000) and implementation grants (about $300, 000) ~ The BCN
applies an extremely rigorous review process to ensure that
prospective grants 1) propose a viable enterprise that depends
directly on the existence/use of in-situ biological resources, 2)
the proposed enterprise generates benefits for the community in the



short-term and after BCN funding ends, and 3) community mu?t be
actively involved and the conservation of the biological resources.
Beginning in 1993 BCN widely distributed the announcement and
request for proposals throughout Asia and the U.S. From Indonesia,
over a hundred proponents responded and about eleven grants have
been awarded or are near approval. This demonstrates a very strong
demand for conservation related grant funds. BCN' s rigorous
analysis and extensive consultations with prospective grantees has
greatly improved grantees' proposals. However, it is very labor
intensive and can place considerable stress on the collaborative
relationship between a donor and prospective grante~s.

A.4.3.4 Examples of Biodiversity Conservation Grants Examples of
ongoing biodiversity conservation activities by NGO grantees are
outlined below for each of the Foundation's five program themes.
This illustrates the excellent potential of prospective grantees
for handling grants of $50,000 or less.

a)

b)

c)

Development of ex-situ conservation on Java;

Yayasan Mandiri is promoting the cultivation of aren
plants (Arenga pinata) for energy resource gardens in
West Java. This $41,000 grant (GEF-SGP) encourages the
rehabilitation of critical lands, income generation and
conservation of a rare plant species.

Development of in-situ conservation in East Kalimantan;

Biological science Club (BScC) has a $47,950 grant from
BCN for promoting domestic eco-tourism, orchid
cultivation and production of wooden handicrafts for
communities living in the bufferzone are of the Gunung
Halimun National Park, West Java. BScC also has a
$41,000 grant (GEF-SGP) to conduct ethnobotanical
research in support of the management of the Gunung
Halimun National Park.

Worldwide Fund for Nature-Indonesian Programme received
a $50,000 grant from BCN to develop a community-based
butterfly farming operation in Irian Jaya.

Development of biodiversity resources to benefit resident
communities in North Sumatra;

Lembaga Alam Tropika Indonesia (LATIN) received a $47,550
planning (BCN) grant from BCN to develop a community
based project in West Sumatra for harvesting resin from
'damar' trees. LATIN also has a $25,000 grant (GEF-SGP)
to develop community-based conservation programs aimed at
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reducing the loss of forest habitat of the Javan Rhina
(Rhinoceros sondaicus).

Sekretariat Pengembangan Kawasan Mentawai (SPKM) has a
$28,000 grant (GEF-SGP) to develop community-based
conservation programs, including eco-tourism and other
income generating activities in West Sumatra.

Yayasan Dian Tama and Environmental Enterprises have a
$50,000 grant for exploring the commercial viability of
harvesting forest products (e.g., bamboo, damar and
rattan) in West Kalimantan.

Pusat Latihan Wiraswasta Tani (PUSLAWITA) has a $16,000
grant (GEF-SGP) to establish an agroforestry training
center and develop training materials for agroforestry
practices suitable for conditions in East Timor.

d) Development of eco-tourism in Bali and Nusa Tenggara; and

Yayasan Hualopu submitted a proposal for a marine
biodiversity conservation project in Haluku and Irian
Jaya, promoting pearl production, fish marketing and
marine tourism.

e) Development of marine biological diversity in Jakarta
Bay.

Yayasan Bina Sains Hayati (YABSHI) is conducting
ethnobiology research to support the management of the
Togian Islands Nature Reserve in Central Sulawesi
($46,000 grant from GEF-SGP). This group is also
involved in the BCN-funded grant to Conservation
International to help develop eco-tourism and other
marine based enterprises for communities residing in and
adjacent to the Togian Islands Nature Reserve.

A.4. 3.5 Survey of the Capability of Three NGOs Three NGOs active
in biodiversity conservation were interviewed to assess their
administrative capability to provide a better understanding of the
types of training and technical assistance that potential gr.antees
may require. The three NGOs selected were: Lembaga Alam Tropika
Indonesia (LATIN) I Biological Science Club (BScC) I and Yayasan Bina
Sains Hayati Indonesia (YABSHI).
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LEMBAGA ALAM TROPIKA INDONESIA (LATIN)
(The Indonesian Tropical Institute)

1. What is the primary objective of the prospective grantee?

To enhance community's capability and conserve natural
resources, env~ronment and agricultural development in
relation to sustainable development.

2. What are the prospective grantee's major ongoing and planned
programs to meet this objective?

On going programs/activities:

a. Policy study on Conservation Areas in Indonesia
b. study on Conservation and utilization of Tropical Forest

Medicinal Plants
c. study on Ecolabelling of Indonesia's Forest Products
d. Action Programs on Conservation of Java Rhino through'

Community Welfare Approach, Ujung Kulon National Park,
West Java

e. Conservation Program of Forest Medicinal Plants, Meru
Betiri National Park, East Java

f. Managenent Program of Buffer Zone in Bukit Barisan
Selatan National Park, through utilization and
Developnent of Krui's Community Damar Forest in Sumatra

Planned activities:

For short tern programs, Latin will focus it's activities on:
a) Forestry related issues, b) Conservation and conservation
areas, c) Non-timber forest products and d) Community based
forest management

3. How many full-time professional staff?

Nine full-time professional staff; twelve associates

4. What is the prospective grantee's estimated annual bUdget in
1993 for:
a) program costs?

Rp.35,438,OOO

b) operating costs?
Rp. 24 , 2 81i , .Ii G2

5. Funding for programs comes primarily from what sources?

1. WALHI-USAIDjJakarta
2. WALHI-USAIDjWashington
J. Ford Foundation-Bina Swadaya
4. Rain Forest Alliance



5. Man and Biosphere (MAB)-UNESCO
6. MacArthur Foundation
7. Rhino-BII via KLH
8. Biodiversity Conservation Network, US-AEP (USAID/W)

6. Has an independent audit been conducted of the prospective
grantee's financial records?

No independent audit so far, proposed for this year: 94/95

7. What type of reporting does the prospective grantee do on a
regular basis, e.g., quarterly progress reports and/or annual
reports and newsletter?

a. Annual Reports to Donors, b) Leaflets and c) Publications

8. What technical assistance, if any, would the prospective
grantee consider very important for their institutional
development?

a) help in preparing
organization?

No

a long-term plan for their

b) strengthening their ability to write proposals for
funding?

No

c) assistance in developing their financial management
systems?

Yes

d) technical advice regarding issues and approaches in
biodiversity conservation?

Yes

e) assistance in improving monitoring and evaluation
capability?

Yes, but not a high priority since they consider their
exiting capability to be adequate.

DIOLOGICAL SCIENCE CLUD (DScC)

What is the primary objective of the prospective granteu?

To conduct research, development and training for the benefit
and development of local communities in and around protected
areas.
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What are the prospective grantee's major ongoing and p~anned

programs to meet this objective?

Ongoing programs/activities:
a. Etnobotanic Research and Community Development In and

Around Gunung Halimun National Park.
b. Development of Local Enterprise In and Around Gunung

Halimun National Park.
c. Hornbill Research Project in Tangkoko and Dumoga Bone

National Parks, North Sulawesi.
d. Research on Population of Bawean Deer.
e. Survey on Avifauna in Halmahera, Flores and Sumbawa.
f. Production of Publications Related to Biodiversity

Conservation and Training.

Planned activities:
a. Implementation Development of Local Enterprises with

Stress on Ecotourism and community Development.
b. Biodiversity Promotion Program (BCPP) for Gunung Gede

Pangrango and Halimun.
c. Research on Etnobotany in Gunung Halimun, Lorentz, and

Long Pangahai (East Kalimantan) .
d. Microhydro and Irrigation Rehabilitation/development and

Conservation Farming.
e. Gibbon Research in Gunung Halimun.

How many full-time professional staff?

Total of 17 which consists of: 6 Etnobotanists, 3 working for
BCN, 3 Hornbill specialists, 1 Program Coordinator, 1 Training
Specialist, 1 Publication Specialist, 1 Secretary and 1 Public
Relation.

4 . What
1993
a)

is the prospective grantee's estimated annual bUdget in
for:
program costs?
Rp.42,928,625.

5.

b) operating costs?
Rp.29,OOO,OOO

Funding for programs comes primarily from what sources?

a. Conservation International (CI)
b. UNOP (GEF Small Grant)
c. ICBP
d. Nagao Natural Environment foundation (NEF)
e. Cambridge University
f. lUCN
g. University of East Anglia, UK (I&II)
h. WALHI
i. DHV
j. BeN, US-AEP (USAID)
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6. Has an independent audit been conducted of the prosp~ctive

grantee's financial records?

Yes, for FY 92 and 93, by Drs.A. Rodi Karta Mulya Accounting
Firm

7. What type of reporting does the prospective grantee do on a
regular basis, e.g., quarterly progress reports and/or annual
reports and newsletter?

a. Newsletter b. Quarterly Report c. Completion Report and d.
Biannual Report.

8. What technical assistance, if any, would the prospective
grantee consider very important for their institutional
development?
a) help in preparing a long-term plan for their

organization?

Yes

. b) strengthening their ability to write proposals for"
"funding?

Yes

c) assistance in developing their financial management
systems?

Yes

d) technical advice regarding issues and approaches in
biodiversity conservation?

Yes

e) assistance in improving monitoring and evaluation
capability?

Yes

YAYASAN BINA SAINS HAYATI INDONESIA (YABSHI)

What is the primary objective of the prospective grantee?

nridging communication between biologicul research scientists
and potential users of their research results and findin~s

through pUblications, training and education on biodiversity
conservation related SUbjects.



~'~~:\
'cj

2. What are the prospective grantee's major ongoing and planned
programs to meet this objective?

Major on going programs/activities:
a. community Based Biodiversity Conservation, Togian

Islands.
b. Survey on Conservation status of the Java Silvery Gibbon
c. Park Rangers training, Ujung Kulon National Park.
d. Publication of Biodiversity Research Papers.

Major planned activities:
a. Publication of Indonesian Biodiversity Book Series.
b. Monitoring of Species Threat.

3. How many full-time professional staff?

Ten full-time staff, consisted of three primatologists, two
ornithologists, one small mammal biologist, one wild-life
biologist, one marine biologist and two support staff.

4. What is the prospective grantee's estimated annual bUdget in
1993 for:
a) program costs?

RP.llO,OOO,OOO.

b) operating costs?

Rp.72,OOO,OOO.

A,''''"'':\i., . "-1

5. Funding for programs comes primarily from what sources?

a. The John and Catherine MacArthur Foundation
b. Canadian University service Overseas
c. united Nations Development Programme
d. The Biodiversity Conservation Network with Conservation
International.

6. Has an independent audit been conducted of the prospective
grantee's financial records?

No

7. What type of reporting does the prospective grantee do on a
regular bas is, e. g., quarterly progress reports and/or annua 1
reports and newsletter?

a. Semi annual b. Annual c. For BCN (planned): quarterly. For
financial reporting, varies from donor to donor.

YABSHI provided several samples of pUblications and reports.
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8. What technical assistance, if any, would the prospective
grantee consider very important for their institutional
development?
a) help in preparing a long-term plan for their

organization?

Yes, but not a high priority.

b) strengthening their ability to write proposals for
funding?

Yes

c) assistance in developing their financial management
systems?

Yes

d) technical advice regarding issues and approaches in
biodiversity conservation?

Yes, on social issues, but not on technical

e) assistance in improving monitoring and evaluation
capability?

Yes, especially on appropriate systems of monitoring and
evaluation.

A.4.3.6 Analysis of Grant Making Experience and Capability of
Potential Grantees Analysis of the above grant-making

experiences generated valuable information in designing the
Foundation's overall program and grant making policy. The
Foundation's grant making policies and procedures need to clearly
specify the evaluation criteria, procedures for review and
approval. A flexible approach, however, is needed in order to
encourage innovative approaches. For instance, this may include a
small grant component (e .. g, under $10,000 in Rupiah). This would
enable the Foundation to award a limited number of small grants and
complement the main grant-making program. The ability to allocate
signi f icant resources for strengthening the technica land
administrative ability of prospective grantees is also essential.
As a result the Foundation plans to build on initial consultations
in selected regions by holding workshops to discuss biodiversity
conservation pr ior i ty needs and act ions, followed by tra ining
sessions on program planning and proposal writing. More specific
technical assistance on financial management and implementation is
envisioned for prospective grantees that have demonstrated a strong
interest and potential to handle Foundation funds properly. A key
cha llenge of Foundation program of f iccl~s and technica 1 adv isors
will be to help grantees develop a sense of ownership of a given
activity. Foundation staff will need to strike a balance between
strengthening the administrative and technical capability of
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grantees and ensuring that innovative activities in biodiv~rsity

conservation are carried out.

A.4.4 promoting wider Adoption of Proven Policies and Practices

Through its grants program, the Foundation intends to promote the
wider adoption of improved policies and proven practices in
biodiversity conservation. The Foundation intends to encourage a
broader understanding of the economic and ecological importance of
Indonesia's unique and valuable biological resources. The
Foundation plans to fund the analysis and discussion of critical
policy issues, such as intellectual property rights, community use
rights for forest and marine resources, and the feasibility of
subsidies that undervalue natural resources. Grants are also
envisioned for innovative conservation programs in the field to
test new management practices. possible examples include:
documenting traditional knowledge in the use of biological
resources, developing community-based enterprises based on the wise
use of biological resources and applied research on biotechnology.
A key task for Foundation staff will be to link field activities
with policy analysis, and build upon other biodiversity'
conservation activities.

A.5 SOCIAL SOUNDNESS ANALYSIS

The project has a high degree of social soundness. The design
provides a flexible institution to respond to the desires of
Indonesians and the global community for sustaining Indonesia's
tremendous biological resources; it provides for long-term support
for this effort; and it encourages broad based participation in its
implementation. The project implementation plan is based on a
careful and realistic design, and monitoring and evaluation
capacity is fully adequate.

A.5.l socio-cultural Context and Feasibility

There is increasing concern in Indonesia on the part of both
government and the private sector of the implications of
environmental degradation for the nation's long term development.
The scientific community, NGOs and government recognize the need to
develop strategies to achieve developmental goals while sustaining
its natural resources. They further recognize the importancc of new
institutional forms which can cngender cooperation, create
networks, provide innovative solutions to complex problems and
flexibly respond to emerg ing problems. There is a 1so increas ing
concern in Indonesia for the development of transparent and
accountable organizations in the publ ic sector. Discussion of
concepts such as openness, broad participation and equity are now
widespread. International standards are being applied in industrial
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and service sector activities. The project will help meet the
demand for concrete responses to these issues and concerns.

A.5.2 Beneficiaries

The beneficiaries of this project can be classified in two
ways. First, there are direct beneficiaries from the Foundation's
grants. Second, there are those who will be indirect beneficiaries
of the projects funded by the Foundation.

The direct beneficiaries of this project and their socio
economic situation cannot be precisely determined apart from a
review of the specific grants made by the foundation. In general,
however, a significant portion of the target beneficiaries will be
persons and communities whose income level classifies them as poor.
These community groups will include fishermen, small upland
farmers, and indigenous people populating forested areas.
Individuals and groups will benefit from grants for scientific
research, pOlicy studies and monitoring activities. In addition,
managers and participants in organizations receiving foundati9!1.
grants are expected to benefit through the training and capacity
building components of grants.

The indirect beneficiaries of this project include those
individuals and groups who will benefit from participating in the
implementation of the project and the resulting dialogue on issues
involving strategic assessments of conservation strategies,
participatory decision making with respect to allocation of funds,
and institutional transparency and openness. The citizens of
developed countries will be indirect beneficiaries of the
conservation of Indonesia's biological wealth.

A.5.3 Participation

The design and implementation of the Indonesian Biodiversity
Foundation Project provides an effective means for involving a
broad array of individuals directly and constructively in the
development process. The ownership of the Foundation is clearly in
the hands of responsible and dedicated Indonesian private citizens.
The wide range of participants involved have demonstrated a
commitment toward achieving shared goals which respond to an
environmental problem of both national and international concern.
Recipients of foundation grants will be encouraged to document and
d issemina te their experiences in imp lementing conser.va t ion
activities, ther.eby encouraging replic<ltion by others and
influencing the policies of loc<ll, regional and n<ltional
government. Linkages with the international community of donors,
scientists and NGOs can lead to collaborative work which will
influence the actions of governments worldwide.



A.5.4 Impact
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The development of an independent foundation of international
standing is intended to encourage the development of the
philanthropic sector in Indonesia. By maintaining the highest
standards of transparency, accountability and professional
standards, the project intends to· influence the development of
other nongovernmental organizations as well as promote greater
confidence in the performance of the nongovernmental sector on the
part of government and the private sector.

Foundation grants will be provided to projects which exhibit
a strong potential for impact in their respective program area.
Grant criteria will include replicability, sustainability and
potential to influence broader policies. Technical assistance
provided to emerging NGOs and community groups will help strengthen
their organizational capacities and improve their prospects for
have lasting impacts on their communities. The evaluation plan for
the project is specifically intended to identify the foundation as
a catalytic institution.

A.6 GENDER CONSIDERATIONS

Increasing the numbers and quality of participation for women
in development activities is a constant and cross-cutting concern
for the Mission. The targeted benef iciar ies of the proj ect are
future generations whose livelihoods and quality of life depend
upon the sustainable use of Indonesia's biological resources,
specifically its flora and fauna. It is difficult, however, to
identify specific individua Is that would benefit (i. e. women,
mothers, youths). Further, biodiversity conservation is a public,
not a private benefit and individuals will be the long run
beneficiaries of biodiversity conservation.

The major impact of the project on women is expected to be
through the grant making program. Women 1 i v ing in and around
forests or coastal areas tend to be responsible for gathering
fire\olOod, harvesting food and marketing products. Accordingly,
some of the expected Foundation grants, such as those promoting
community participation in conserving biodiversity resources will
directly benefit women. For example, a typical grant may support
an NGO to carry out a community development activity involving the
sustainable use of forest or marine resources from a bufferzone
area outside a national park in order to generate information for
improved policies for other national parks and protected areas.
Thus, the participants and immediate beneficiaries could be women
but the ultimate beneficiaries will be communities living in and
around other national parks and protected areas that benefit from
the adoption of improved policies and practices. Hence, as
appropriate, the evaluation of proposed grants would include a)
assessing the role of women in the use of forest or mar ine
resources and potential opportunities to involve women in promoting
more sustainable use of biological resources, and b) analyzing the



present role of women in proposed activities and what steps ~ill be
taken to ensure women's participation.

Grant recipients will be chosen based on their ability to
reach and help the target beneficiaries as well as in carrying out
an effective development approach. Hence, the rBF grant making
policy includes, as appropriate, the ability of prospective grant
proposals to involve and benefit women as one of the evaluation
criteria.

Handbook 3 guidance calls for discussion in this section of
the Project Paper of the "extent to which sex-aggregated data is
available" and "constraints to women I s participation and
opportunities for enhancing women's participation." Because of the
nature of the project, specific baseline information data cannot be
reported in advance of knowing the grants which will be funded by
the Foundation. However, discussion of women's participation
(constraints and opportunities) within these grant activities will
be included in regular implementation reports, and in the mid-term
and final evaluations.

A.7 ENVIRONMENTAL ANALYSIS

The project will support the development of improved
environmental and natural resources management policies and
practices. The project will help fulfill the follovling u.s.
congressional mandates for USAID to support productive work in
environment and natural resources management: Foreign Assistance
Act., section 119.

The Foundation will fund activities which may include: policy
analysis, efforts to improve pUblic awareness, scientific and
applied research and conservation activities carried out by local
organizations. The policy studies will analyze the impact of
pUblic policies and potential reforms on the conservation of
biological resources. Public awareness activities will inform the
general pUblic of the importance of biodiversi ty conservation.
Research and conservation activities will support scientists,
community groups, local NGOs, universities, and others in
undertaking projects to explore new approaches to conservation.

Considering the above project approach, a categorical
exclusion from USAID's Initial Environmental Examination,
Environmental Assessment and Environmental Impact Summary
requirements was approved for the proposed endowment contribution,
technical assistance; commodity procurement; training; and possible
grants for program activities. This determination would be in
accordance with USAID Regulation 16, Section 216.2 (c) (2) (vi),
which provides for a categorical exclusion in situations where
contr ibutions are made to interna tiona l, regiona 1 or na t ion<11
organizations by the unitest States which are not for the purpose
of carrying out a specifically identifiable project or projects.
USAID also assisted the Foundation in developing criteria for the



preparation and approval of grants to ensure that attention is
placed on minimizing potential negative environmental impacts.
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ANNEX B

!
Project Title & Number: Indonesian Biodiversity Foundation Project (497-0384)
Total U.S. Funding: $ 19 million

LOP Fmm: April, 1995 to March 2005
Datc Plocparocd: March, 1995

f::'NARRATIVE SmL\IARY . On}ECTlVELV?VERIFiXBLE {~iEANS";oE~vEltfFr0i§l1f~/<'/ rr "~f(!lrrN~}3r~[mJj1(fES
',. ·')NoicXt.QRS,· ", "_ •.• ,. .'" ,h,'. /'h",/' ._·,.//...///.~h".,,,"""''',h/''''.·,,.·,.~ ..... .." ...../,., ......B ..... ..........,;I.'~ ~" ....t//,§/ ~;.'...,),. ;~, "..1',-/" ~It.:;'; , ~,. ~ v. ~ ~:.r. ~

Project Goal: ~feasi.lr.~s,:bfd~aFAchievenlen;t': M~.ri1c[41$9ir~~(~;QfJ:~~[f.~~tf~ rfftff!R(f!ffl{"j!~ff~'~,",/, n • •,,,,u.'t;f',~"~'"~ "" ;
To str~n,gthen Indon~siaosability to protect and R:lte of habit'lt loss/degmdation reduced National nnd intemntionnl reports on Continued politicnl nnd economic
sustain its extraordinary hiodi\'~rsity for the: environmentlll conditions in Indonesia. stability, both nationlllund
bc:ne:fit of both its O\\ll citiuns and the: internlltionlll, und GOI support for
international communit)' no\\' as wdl as for environmentlll conservlltion.
future ,generations to come:

Project Purpose: Eli(f of Project S'tatus: MetHQ~1$~j'ijf~~:&ey~rf1m1~~ ~tfdID!t(ff!.~ff~~
W,N.,""" W/, "'~/.'7'fam "~~ z, ,BY' 0 ~

.A.\"i // ",.·,)l

I) To create: and strengthen the: 1.1 ) A sdf-sust'lining independ~nt 1.1) Pn~ject evuluations. I. I) Government ullows the
capabilit)' of institutions e:ngaged in Indon~sj;U1 foundation hiking a developmentment of an
the sustainahle u~ of biodiversity, catalytic role in the conser"ution independent gruntmaking
and of Indonesia's biodiwrsity, 'lOd foundation dedicnted to

networks est'lblishedl biodiversity conservation.
strengthe:ned umong community
groups, NGOs and scientific!
educutional institutions concerned
with biodiversity conservation.

1.2) At kast $6.5 milllion in 1.2) Foundation reports. 1.2) Government continues to become
matching contributions (e.g. more open and transparent and
from Indonesian private sector, allows policy process to respond
GOI, inkrnutional Iinns lind to improved inltmnution ilhout
other donors) mobilized by the natural resource management and
Foundation to conserve the respective roles of the public ,
biodiversity. nnd privute sectors, NGOs and

, local communities.
,

2) To promote: the wide:r adoption of 2) Improved policies and practic~s 2) GOI decrees from the MOFr, LH 2) Public debate regarding
proven policic:s and practices in tested and adopted to conserve on biodiversity conservation. environmentnl issues is allowed in
biodi,'ersity conservartion. biodiversity. national and local fora.
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NARRATIVE SUMMARY
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Project Outputs: Magnitude bfOu'tptlts: Method/Soli ic~g~:o(:XrefiTIe:i\1fon~ ~fi(fiftf(1[K~1,~gf'r~(r~~(if~
Wli'f"/o\'Sf"P.. ".P,.A,!

I) One indep.:nde:nt foundation with
inlernalional slandards of £ove:man.:e: ,IIlU
operations stre:ngthe:ne:J and ue:di.:aku 10

funding biodi\'e:rsity con~rvation.

I. I) Annual re:porls of ope:nttions issued.
Re:guhlr me:e:lings of Ihe: Oll:lrd of
Trusle:e:s allli Executive Board hdd.
One: inde:pe:ndent and two inte:nml
e:valualions conductc:d.

Pn~ject evahmtion 1lI1l1 monitoring I I)
reporls, e.g. gntntc:e rcports ,md
Foundation lJuartcrly lind IInnulll rcports.

Foundlltion cllrries out its
institutionul devdopment strutegy
us planned, IIhle to retain lind
truin professionul stuff.

1.2) In the tirst live ye:ars. the:
Foundalion ge:ne:ratc:s al Ie:asl
$700.000 in matching contrihutions
for progntm and ope:ntling costs.
and owr the: life: of the: proje:ct at
le;\sl $6.5 million in malching
conlrihutions ge:ne:mle:d for the
endowmc:nt; progntm and opcntting
costs.

Project ev;\lu;\tion lind monitoring
rc:porls, e.g. gnllltee rc:ports lind
Foundation lJuarterly lind unnuul reports.

2) An e:ndowment fund estahlishc:u and
suslainahly managc:d to pre:sc:rve: its value:
in re:al lerms, and ge:ne:rale:s an annual
income of al Ie:ast four pc:r.:e:nl of ils
markc=t \'alue:, and Foundalion gc:nc:ralC:s
addilional contribulions for e:ndowmc:nl
and programs.

2.1) USAlD fundc:d endowmcnt
ge:ne:rale:s an ;\ve:mge: ,mnu;\1 nd
income: of $700,000 for prognlm
and ope:mling cosls during ye:ars 2
5. and $1 million for progntm ,md
ope:rating costs during years 6-10.

2. I) Approved investinent tirms(s) 11m)

investment policy uble to uchieve
desired rutes of return given
future finuncial market
conditions.

2.2) Foundation able to carry out
effective fund raising progrum,
demonstrate the need for
additionul financiul support for
biodiversity conservation to the
IIppropriute sources of funding,
und prospective sources of
funding capable of doubting
endowment in ten years exist.
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INDICATORS

.
3) High quality grant making program 3.1 ) During th~ lirst liv~ y~ars, Grunt Pf(li~ct evaluation and monitoring Qualilied organizations lind individuals

devdop<d and .:arried oul. making Commillee meets at least reports, e.g. gruntee reports lind can be identified and lire IIvlIilllble.
ten times, lit l~lIst liv~ requests for foundlltion qUllrterly lind annulll reports
gnmt propos:lls issued :lI\d lind nlltional and loclIl medill.
$2.000,000 in grunts aw:mled;

.
during ye:lrs 6-10, Gruntnl:\king
Commillee meets lit least ten times,
at le:lst five requests for proposllls
issued and over $5 million in grunts
awarded.

3.2) During the lirst tiw years, :It le:lst
ten nation:11 :md regional
consull:ltions held to discuss priority
biodiversity conservation issues :md
the rol~ of the Foundation; during
years 6-10, at It:ast twenty
workshops held.

3.a) Conservation programs initiated. 3.a) Ten programs carried out involving
NGOs, communiti~s and others in
conserving biological diversity
during the lirst live ye:lrs; :md

I IiI'teen :Idditional programs
I und~rtaken Juring years 6-10.

3.b) Capacity of scientific institutions 3.b) Four biodiv~rsity research projects
strengthened. undertaken by key Indonesilln

I
natural science institutions and/or
sci~ntists in th~ tirst liw ye:lrs; and
:m :ldJitional six proj~cts c:lrri~d

out Juring ye:lrs 6-10.

3.c) Increased public awareness of 3.c) Ten seminars :md media
biodiversity cons<rvation issues. pr~s~ntations on biodiversity

conservation in th~ first live years;
and ten additional seminars/m~dia

presentations held during years 6-
10.

1
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3.d) Productive: u~s of biological resources
devdoped.

3.e) Nelwork!- to support biodiversily
conservatinn eSlahlished and
strengthened.

3. f) Recommendations forrnularc:d for
improving policies.

3.d) Four research projecls underlaken
by key Indonesian nalural science
inslitulion scientisls that
demonstmle economic f\:asihility
and ecological sustainahility of
hiodiversity in first 5 years; l\lld six
addilional resellrch sludies
undertaken in years 6-10.

3.e) Three nelworks eSl:lhlishedl
slrengthelll:d among scienlisls,
NGOs and olhers concemed with
hiodi\'ersily conservalion.

3.1) During Ihe first five years, four
policy studies completed of national
significllllce lllld recognilion; and
six llddilional policy studies
compleled in years 6-10.

Implementation Target:Proj~t Inputs:

($)
USAID mF/OTIIERS TOTAL

Method/SOllrces '()f;Y~rru~~JQm ~ff(ffF£«~ff'~I~IW"'H~~~'L"JJ)l!J!,a~)'}h~J),J)l!!

u.nll;~]

I. Endowmenl
2. Pilol Grant-making Program
3. Technical Assistance, Short-Ierm

Training, Commodilies, Op.:raling cosls,
Evaluation and Audil

4. . Conlingency (IO~)

TOTAL

16,500
1,250

1,000
250

19,000

4,700
1,200

600

6,500

20,000
1,450

1,600
250

25,500

a) Project documenls.

b) FIN Quarterly Financial Reviews,
SAPIRs and PIRs.

Fin:mciul resources provided as
planned.
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ANNEXC

STRATEGIC OBJECTIVE 3:

DECENTRALIZED AND STRENGTHENED NATURAL RESOURCES MANAGEMENT

3.1. Local communities actively participating in natural resources planning and
management.

3.2. Natural resource-based industries using "best practices" for land-use
management and production processes.

3.3 Policy implementation devolving to the local level.
3.4. NGO's strengthened to promote improved natural resoruces management.

PROGRAM OUTCOME 3.1.: Greater stakeholder
participation in decisions about the planning,
management, use, and monitoring of natural
resources.

3.1.1. Tested Ntraditional forest areas N and
Nintegrated conservation. and developm~nt"

concepts for community management of forest and
of coastal and marine resources.

3.1.2. Established models for enhancing
community participation in management planning
and implementation for selected national parks.

3.1.3. Determined the biological and technical
feasibility of enterprise-oriented approaches to
community-based sustainable managment of forest
and marine resources.

3.1.4. Expanded implementation of agricultural
practices based on agroecosystems approaches
fostered by IPM to address new problems and new
areas.

PROGRAM OUTCOME 3.2.: Increased
conservation and pollution reduction by natural
resource-based industries.

3.2.1. Increased incentives for natural resource
based industries to adopt better land husbandry
practices and to produce higher value, less
polluting products.

3.2.2. Demonstrated technologies (or efficient
resources use under stainable management.

3.2.3. Accelerated adoption of pollution prevention
technologies among natural resource-based
industries. .

PROGRAM OUTCOME 3.3.: Improved policy
development and implementation.

3.3.1. Strengthened networks for natural
resources policy and law reform.

3.3.2. Strengthened partnerships among the GOI,
the private sector, and communities for local and
regional environmental impact planning and
monitoring.

3.3.3. Increased participation of women in all
aspects of natural resources management.

3.3.4. Improved information sharing on
environmental issues.

PROGRAM OUTCOME 3.4.: Strengthened
institutional capacity for biodiversity conservation.

3.4.1. Established sustainable support for private
biodiversity institutions.

3.4.2. Strengthened environmental NGOs carrying
out research, public awareness, policy studies and
other activities to support biological diversity.

"((0......." '4, lUG 11:101
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PROGRAM GOAL
eroild·based and sustainable economic grovvth

($ 1.OCXJ per capit~ Income by ye.., ~OOOO)

.
STRATEGIC OBJECTIVE 1 STRATEGIC OBJECTIVE 2 STRATEGIC OBJECTIVE 3 STRATEGIC OBJECTIVE 4 STRATEGIC OBJECTI'IE 5
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Yayasan KEHATI' s three strategic objectives are:

Promoting policies for the enhancement of biodiversity;

ANNEX D
Page 3 of 28 pages

*

*

Networking among NGOs, research and educational institutions governmental agencies
and business community to exchange information related to the sustainable use of
biodiversity;

Fostering and improving the capabilities of society to conserve and use biodiversity in
a fair, equitable and sustainable manner.

It is not the intention of Yayasan KEHATI to duplicate the work of other organizations or
become a competitor. In Indonesia, the government agencies and research/educational
organi~ations are active at the national level in what may be viewed as the formal sector of
biodiversity conservation. NGOs and community organizations tend to work at the grass
roots or informal level. The business community is active in both the exploitation and the
utilization of biological resources. In summary, Yayasan KEHATI will strive to bring
together and promote the work of NGOs, research and educational institutions, community
organizations, the business· community and others.

<) Yayasan KEHATI will achieve its three objectives (noted above) through two main programs:

A. grantmakjng, and

B. consultations, collaborations and networking.

During the tive years (1995 to 1999) Yayasan KEHATI will continue the process initiated in
1993 of building the Foundation into an independent, professional institution of international
standards which can be sustained over decades. Strengthening the institutional capability of
the Foundation has three primary components:

C. governance and administration,

D. cndowmen t management, and

E. fund raising.

These programs are described below as well as thc illlpknlclllation schedule and IK:rforlllancc
ind icalors.
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A. Grantmaking

ANNEX D
Page 4 of 28 pages

Yayasan KEHATI's primary activity will be to conduct a national small grants program and
networking. The grantmaking program will initially focus on the following four types of
activities in promoting biodiversity concerns.

1. Pliolity Grantmaking Activities

a. Public Awareness

Without broad understanding and support for biodiversity conservation, it is unlikely
that the sustainable use of biodiversity can be achieved. Yayasan KEHATI will support,
through grants, NGGs and community groups undertaking public education and media
programs which demonstrate to the general public, government officials, policy makers and
leaders, the importance of sustaining Indonesia's biodiversity.

b. Policy Analysis

At the national and regional level, government regulations, policies, legislation and
development programs have an impact on the use and conservation of biodiversity.
Traditional communities have their own practices of using and conserving biodiversity. :;)
Yayasan KEHATJ will encourage the identification and analysis of both traditional uses and
public policies in an effort to harmonize these formal and informal approaches towards
biodiversity. Conflict resolution between the two systems will also be a priority. Grants will
be provided to NGGs, research institutes and institutions of higher education.

c. Community-based Activities and Capacity Building

Yayasan KEHATI will provide grants for innovative, community-based conservation
activities undertaken within the geographic priority areas chosen. Many activities have
already been initiated but are not recognized at the national level. Yayasan KEHATI will
bri ng these acti vi ties to atten tion 0 l" regional and national leaders. 1mprovi ng the capaci ty of
organizations and groups to participate in conservation activities will be an important focus of
grants whether at the level of academic institutions or at the l"armer level.

4



Indonesian Biodiversity Foundation Project Paper - Vol. II

PROGRAM DESCRIPTION

I. INTRODUCTION

A. Background

ANNEX D
Page 1 of 28 pages

The United States and Japan, under the Tokyo Declaration of January 1992, mutually agreed
to strengthen their cooperation in preserving the global environment by assisting developing
countries in managing and conserving their natural resources. Indonesia is one of the world's
foremost centers of biological diversity. Biological diversity, or biodiversity constitutes the
totality of all extant species, ecosystems and genes. It represents the variety and uniqueness
of all genes, flora, fauna and habitats found in the world. Indonesia's extraordinary
biological resources, essential for human survival and national economic development, are
currently being threatened. Conserving biodiversity involves maintaining levels of species·
and habitats to ensure their survival and continuing evolution. One of the constraints to
conserving biological diversity is the lack of sustainable and flexible sources of funding.

Indonesia is the first site of a proposed program of coordinated financial and technical
assistance for the conservation of biological diversity. The Indonesian Biodiversity
Conservation Program -- a joint effort between Indonesia, Japan and the U. S. -- is designed
to conserve Indonesia's tremendous biotic wealth by supporting the implementation of
Indonesia's Narional Srraregy for Biodiversity Management and the Biodiversity Action Plan
for Indonesia. The program is an important step in fulfilling commitments made under the
International Convention on Biological Diversity and at the Earth Summit in Rio in June
1992. The GOr, U.S. and Japan will fund joint and complementary components of the
program. The U.S. contribution to this program is through the Indonesian Biodiversity
Foundation Project (IBF) which finances the planned Cooperative Agreement with the
Indonesian Biodi versity Foundation (referred to as "the Foundation", "Yayasan KEH ATI" or
"KEHATI" ).

Under the program, the IBF project supports the development of the Indonesian I3iodiversity
Foundation (Yayasan KEHATI), an independent, self-sustaining grantmaking institution
dedicated to funding biodiversity conservation activities by Indonesian NGOs, scientists. local
comlllunitics and others. Yayasan KEHATI provides Indoncsia with a flexible, funding
mechan ism to morc aggressivc1 y pu rsue efforts to conserve the co'untry' s biotic weal th. As
an international standard foundation it is designl.:d to stimulatc and lead national, rcgional and
local biodiversity conservation programs carried out by the non-govcrnmental sector. Japan
plans to provide facilities for a biological life scienccs ccnter for c'x-.\'iw research and support
the managemcllt of the GUlltlng Halilllllll Natio'llal Park (ill-situ cOllscrvatioll programs).
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Japan's contribution is about $20 million. In conjunction with the Japanese-funded project,
the Government of Indonesia will finance operating costs.

Indonesia was one of the first countries to sign the Convention of Biodiversity at the Earth
Summit in 1992, and formally ratified the Convention in 1994. The Government of Indonesia
has demonstrated its commitment to conserving biological diversity by preparing the National
Strategy for Biodiversity Management and the Action Plan for Biodiversity Conservation for
Indonesia. The National Strategy emphasizes the sustainable use of biodiversity (domesticated
species and agro-ecosystems are included) while the Action Plan identifies priority activities
to conserve protected areas. Furthermore, the Government's five year development plan
(1993-1998) stresses the need to conserve biodiversity in support of sustainable economic
growth.

The Government is not the only agent involved with the conservation of biodiversity in
Indonesia. Conservation covers many aspects, including: biological sciences, political,
economical, social and cultural considerations. Such broad coverage requires the
participation of government agencies, private sector, scientific and educational communities,
NGOs, farmers and fishermen, and others. There are a growing number of NGOs
throughout Indonesia with a strong interest in environmental conservation. In general, these
NGOs have limited institutional capability and funding. Several international environmental .,
NGOs are currently active in supporting biodiversity conservation in Indonesia. .J

B. Yayasan KEHATI's Role in the National Context

Legally established in January, 1994, Yayasan KEHATI opened its Jakarta office in July,
1994. The Board of Trustees is composed entirely of distinguished private citizens and
includes representatives from two well established international foundations. Yayasan
KEHATI has a lean and profession staff, consisting of an Executive Director, Program
Coordinator, Finance Manager and support staff. Yayasan KEHATI has met USAID's "grant
worthiness" assessment and demonstrated the technical and administrative ability to handle
USAID funds.

If. VA YASAN KEf [AT['S PROGRAM

Yayasan KEH ATI I S goal is to promote th~ sustainable use of Indonesia I s biological diversity
in support of national devclopment for currcnt and future gcncrations. Thus, Yayasan
KEHATI aims to promot~ biodivcrsity conservation through its leadcrship, nctworking and
innovat ive grantl11aki ng progral11s.

2
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d. Diagnostic Research

ANNEX D
Page 5 of 28 pages

High quality applied research is an essential part of efforts to conserve biOdiversity.
Much of the scientific research currently undertaken is valuable only to a limited part of the
scientific community. Yayasan KEHATI will support applied research which analyzes issues
of broad relevance in particular geographic locations. Research findings will be widely
disseminated to individuals and institutions for the purpose of building a consensus on
conservation practices.

e. Emerging issues

Like many developing countries, Indonesia is undergoing rapid development. Quite
often, conflicting inter.ests between parties cannot be avoided. The rights of local
communities in defending their land, the outbreak of forest fires, etc. are examples of issues
which cannot be anticipated in advance. Yayasan KEHATI will make grants to study such ...
emerging issues.

2. Geographic Pliorities for Grantmaking

Yayasan KEHATI intends, eventually, to serve the entire country of Indonesia through its
grantl1laking and networking. It is recognized that some of the greatest threats to the sustained
use of biodiversity arise in some of the biologically richest regions of the country. At the
same time, limited resources for grants mean that Yayasan KEHATI cannot serve all of
Indonesia's biodiversity conservation needs.

Therefore, Yayasan KEHATI's grantmaking policy will be developed in stages over several
years. Yayasan KEHATI has identi fied 5 (tive) geographical areas to be targeted during the
tirst tive years of its grantmaking program. They are:

East Kal iman tan
Java
Guntlng Leuser and Kerinci Seblat, Sumatra
l3ali-Lomhok-Nusa Tenggara Til11ur
1'1I1all Seribu

The sekctiotl of lllese sites by Yayasal1 KEHATl's Board was based 011 extensive
consultations and the following criteria:
'" availability of basic information on the condition 01' Incal biodiversity;
'" the occurrc.:nce or rapid dc.:vc!opment activities which have potelllial negative impacts;
'" problems and issues of conservation or utilization which are site specilic;
'" thc prescnce or potential grant recipicllIs and partlH.:rs (institutional/individual); and
'" high potential for Yayas;1n KEHATl's grant support to have a signilicant impact.
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The five geographic areas and site specific focus are described below.

a. East Kalimantan

ANNEX D
Page 6 of 28 pages

East Kalimantan is known for its low land humid forest which are rich in Dipterocarp
species. This group of plants is valued for its timber quality, hence its intensive exploitation.
East Kalimantan is also identitied as outstanding in its wild orchid species, rattan and fruit
trees. Unless in situ conservation is attempted, these various plant species of East Kalimantan
will be depleted together with the erosion of the timber species. At the same time, species of
birds and other small animals which are unique to this area could disappear. Thus, Yayasan
KEHATI will support activities which address strategic issues of in-situ conservation.

b. Java

Of the five major islands, Java is the most populated. About 60% of the 190 millio.n
Indonesians reside on this island. With such a dense population, natural ecosystems have
largely disappeared .. In term of biodiversity, Java contains various traditional cultivars of
fruit trees, minor legumes, local vegetables, medicinal plants, etc. which are closely related
to the culture of its inhabitants. This biological wealth is hardly tapped by modern
technologies, hence the productivity of its use is low. Because many farmers are no longer-\
interested in cultivating these biological resources, the diversity is eroding. Therefore, .J
Yayasan KEHATI will attempt to support activities leading to the ex-situ conserv<ltion of this
biodiversity through on-farm conservation, collection gardens, and/or seed storage wherever
applicable.

Gunung Gede Pangrango National Park is the largest remaining forest area in Western
Java, the mostly densely populated area of Indonesia. Thus, these forest resources are
severely threatened by population encroachment and illegal use of forest products.
Conservation of this area would provide valuable environmental services, including
environmental education. Thus, Yayasan KEHATI will support in-situ conservation of this
area through the development of a biodiversity network among NGOs, community groups,
educational institutions, government agencies, business community and others.

c. Gunung Lcuser and Kerinci Seblat. Sumatra

Two of the largest protected areas in Indonesia are Gunung Leuser, North Sumatra
and Kerinci Seblat, South Sunlatra. Because of their uniqueness in term of biodiversity
wealth, these protected area are designated as national parks and intemationally as a
UNESCO-Biosphere Reserves. Such a prestigious designation, however, c10es not provide
econoll1ic incentives to the cOlllll1unities living within and surrounding the protected area.
Yayasan KEHATI bdieves that economic incentives plays <1n essential role in proll1oting

6 0·.···\~ , .
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community participation in conservation. Therefore, Yayasan KEHATI will support
community based conservation of biodiversity through resource development.

d. Bali-Lombok-Nusa Tenggara Timur

This chain of islands has a great deal of unique biodiversity. An imaginary line,
known as the Wallace line, runs between Kalimantan and Sulawesi to the south between Bali
Lombok, dividing Indonesia into two regions West and East. At the same time, this line
poses a boundary for the movement of wildlife, so that those found in the West are not the
same as those in the East. The West is characterized by large animals (elephants, rhino,
tiger, etc.), while the East is rich with beautiful birds. Unique to Nusa Tenggara Timur are
the Rusa Timor and Komodo dragon, while Bali Srarling is admired for its beauty. As far as
marine biodiversity is concerned, the richness of this area cannot be overemphasized.

Culturally, Bali-Lombok-Nusa Tenggara Timur have a lot to offer. Coupled with th)? .
culture is the way the people utilize biodiversity in their daily life, which differs from the
neighboring island Java. For decades Bali and its culture has attracted visitors, both domestic
and foreign. Lombok, which is progressing in its infrastructure development, is experiencing
a rapid increase in tourist arrivals Nusa Tenggara Timur is also inviting tourists.
Considering the beauty of the natural environment and the traditional culture of Bali-Lombok
Nusa Tenggara Timur, the development of eco-tourism in this area may induce the local
community to participate its conservation. Yayasan KEHATI is interested in supporting
activities which promote the development of eeo-tourism.

e. Pulau Seribu

Within the bay of Jakarta there are number of small islands, many of which are
inhabited. The rapid development of Jakarta has affected .the marine resources in Jakarta Bay
negatively, including its coral reef ecosystem. Moreover, as part of the present day life,
recreation has become the need of those who have reached a certain economic level. In
consequent, several islands have been developed into recreational resorts. In view of
biodiversity conservation, Rambut and Nusa Dua Islands are important bird sanctuaries.
However, many species of birds live beyond the islands for their feed, :.;0 that they arc
vulnerable. Yayasan KEHATI will look for opportunities to support activities and projects
which support tht.: development and proper Ill:l lla gl'IIH'1I1 Ill' Ill:l d IIC n'SOIlI'CCS :I II d III hCI·

I(H:al hindivcl'sit)' ill Pulall Scrihll.
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Program Activities 1995 1996 . ·1997 1998 1999

Public Awareness 30% 20% 20% 20% 20%

Policy Analysis 10% 10% 20% 20% 20%

Empower/Capacity 40% 40% 30% 30% 30%

Diagnostic Research 0% 10% 20% 20% 20%

Emerging Issues 20% 20% 10% 10% 10%

3. Potential Grant Recipients, Types of Projects, Size of Grants alld Duration

a. Potential Grant Recipients

Institutions which will be eligible to receive grant funds from Yayasan KEHATI will
be legally constituted Indonesian organizations, including: voluntary/non-governmental
organizations, policy and scientitic research institutes, institutions of higher education, local
community-based organizations, culturallreligious organizations, youth/student organizations
and, professional associations.

b. Types of Projects

It is anticipated that Yayasan KEHATI will fund the following types of activities and
projects: local conservation activities; policy analysis and advocacy; NGO strengthening and
capacity building; scientitic research and; public education.

c. Size of Grants and Duration

The size of grants provided by Yayasan KEHATI will depend on the types of activities
to be supported. Grants to NGOs will generally be in the range of Rp. 2 - 15 million. Grants
for policy and scientilic research will be in the range of Rp. 5 - 40 million. Yayas.ln
KEHt\TI may make grants for 11ll11ti-organizationaJ collaboration of up to Rp. 200 million.
Most grants will bc made for a period of onc year with an option to renew for an additional
year.

8
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4. Grantmaking Procedures and Schedule

a. Grantmaking Procedures

ANNEX D
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Yayasan KEHATI will solicit proposals from prospective grantees in each of the
targeted geographical areas on a sequential basis. The application, evaluation, approval,
disbursement cycle will occur over a six month period. The grant cycle can be summarized
as follows.

An initial dialog meeting will be held in the geographic target areas to discuss current
issues related to biodiversity in that area. Within one month, a follow-up workshop will be
held to develop strategies and discuss specific projects. Following the workshop,
organizations will be given approximately one month to prepare applications for specific
projects or activities. Yayasan KEHATI will set a deadline for the receipt of such proposals.
Yayasan KEHATI will then take approximately 30 days to screen and review all applicatio~~

and announce the grants to be awarded. During the fifth month of the cycle Yayasan
KEHATI will prepare written grant agreements and disburse funds to grant recipients. During
the sixth month, a final meeting will be held in the area to launch the projects and plan for
monitoring and evaluation. After the completion of this 6 month cycle, Yayasan KEHATI will
begin the same process in another geographical area. With experience, Yayasan KEHATI
may be able to conduct two cycles concurrently.

b. Grantmaking Schedule

Yayasan KEHATI will carry out its grantmaking activities on the following schedule:

East Kalimantan
Java (Gunung Gede Pangrango)
Gunung Leuser/Kerinci Seblat
Bali/NIT
Jakarta bay

April 1995 to September 1995
September to February 1996
January 1996 to June 1996
July to December 1996
January 1997 to June 1997

At the beginning of 1997. Yayasan KEHATI will determinc if these geographical areas should
be served by another round of grantl11aking activitics or whethcr additional sites should be
lidected. For instance, Irian Jaya is considered a high priority area.

9
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B. Consultations, Collaboration and Networking

1. Pwpose

ANNEX D
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Yayasan KEHATI's second program area involves increasing consultation, collaboration and
networking among organizations concerned with biodiversity conservation. This program is
constructed to be flexible in approach, exploiting strategic opportunities as they emerge. The
primary focus of this program area is:

to co-sponsor meetings, conferences, workshops to support and strengthen
networks and promote the exchange of information on biodiversity
conservation.

to collaboration with academic institutions to increase the awareness of
biodiversity issues in curriculum development and course content;

to collaborate with NGOs and others in bufferzone development at sites within
the five priority geographic areas.

2. Approach

a. Provincial, National, Southeast Asia and International Meetings

J

Yayasan KEHATI will look for opportunities to co-sponsor meetings with other
organizations, increase Indonesian participation at regional and international forums, provide
leadership for emerging issues and act as a non-partisan intermediary in potentially
contentious issues. Yayasan KEHATI also anticipates providing leadership to the
international and local donor community by providing information on successful project
strategies as well as identifying promising projects requiring continued support. These
exchanges will involve all levels of Indonesian society as well as interested Southeast Asian
and international parties. Yayasan KEH AT[ wi 11 support th ree types of meeti ngs: provi ncial
and national (Indonesia), regional (SE Asia) and international. Opportunities for co
sponsoring regional and intcrnational meeti ngs are di fficul t to predict years in ael vance, but
based on experienced gained in 1995, there appears to be many opportunities. The
Chairperson and Executive Director will be actively seeking opportullitics in this arca. [n thc

. lirst ycar alone, Yayasan KEHAT[ will co-sponsor an intcrnational mccting, regional mceting
and several national mcctings. Developmcllt of Yayasan KEHAT['s kadcrship capability will
gcnerate add itional opportlln ities for sign ilicant aeh icvcmcnts in collahorat ion and networki ng.

10
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Yayasan KEHATI will support the development of publications on the economic and
ecological aspects of biodiversity conservation for use by academic institutions. Yayasan
KEHATI will also co-sponsor with institutions development of curriculum and training of
staff on approaches for teaching new biodiversity conservation information. One area of
specific interest is incorporating the economic dimensions regarding the sustainable use of
biodiversity in the traditional forestry and natural resources management curriculum. It is
expected that this activity will contribute to a broader understanding of the need to conserve
Indonesia's biological resources, identification of innovative ways to add value plus to the use
of Indonesia's biodiversity in economic growth, and recommendations for improved policy
options.

c. Development of Biodiversity Networks for Bufferzone Management

Yayasan KEHATI will develop provincial biodiversity networks for managing
bufferzones in the five geographic areas identified above. The objective is to identify viable
activities and enterprises that raise the incomes of local communities through the conservation
of forest resources. Accordingly, Yayasan KEHATI intends to motivate the participation of
NGOs, universities, policy makers ane! businessmen in identifying and carrying training, eco
tourism and other activities. This activity will be closely linked with the.grantmaking
program.

d. Collaboration with Private Sector

Yayasan KEHATI will analyze policies relating to collaborating with the private sector
in the use of biodiversity resources. This will entail exploring various contractual
mechanisms (e.g., the j'vtERCK agreement in Costa Rica) and identifying improved policy
options and viable implementation approaches. Other areas to be explored include
collaboration in ecotourism, such as with International Conservancy.

e. Relationsh ip Between Grantl11aki ng and Network ing

Yayasan KEHATI places priority attention on grantmaking. However, there is a
critical necd to strengthcn the capability of potential recipients and to idcntify viahle program
activities. Thus. Yayasan KEHI\Tl's nctworking is designed to COlllplclllent and support thc
grantmaking program. Yayasan KEHI\TI will follow its Grantmaking Policies and
Procedures in revicwing and approving proposals for workshops, consultalions and
collaboration. For unsolicitcd proposals this will cntail intcrnal rcview and, for proposals
cndorsed by Yayasan KEH/\TI stal't' with a rcqucsted YaY;lsall KEIIAT(colltrihution or
gr~ater than Rp 10 million, cvaluation hy an indcpcndcnt panel of cxpcrts.
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The management of Yayasan KEHATI's progran-i involves all three parts of its governance
structure: Board of Trustees, Executive Board and Committees, and Professional Staff.

The Board of Trustees set Yayasan KEHATI's broad program policies. These include the
kinds of organizations the Foundation will serve through its grantmaking (e.g. NGOS,
academic/research institutions, community groups, etc), and the broad outlines of the kinds of
grantmaking programs Yayasan KEHATI will develop and the focus for collaboration and
networking.

The Executive Board is responsible for establishing more specific program priorities. These
include program emphasis, geographical priorities and annual strategies. The Grantmaking
Committee is charged with reviewing and recommending grantmaking policies to the
Executive Board and evaluating the effectiveness of the grantmaking procedures.

The Executive Director and other professional staff are responsible for the execution of the a)
grantmaking program and b) the consultation, collaboration and networking program. For the
grantmaking program this includes organizing and conducting regional dialogues and
workshops, screening and reviewing grant applications and providing assistance to grantees
where needed. Yayasan KEHATJ's program coordinator will be mainly responsible for these
functions. The staff in conjunction with specially constituted Review Panels \I,,'ill evaluate
promising grant applications and prepare recommendations for approval by the Executive
Board. Yayasan KEHATI's administrative staff will handle all aspects of grants
administration. Detailed Grantmaking Policies and Procedures have been developed.

The present professional staff of Executive Director, Finance Manager, Program Coordinator
and Secretary are adequate for initial grantmaking and networking activities. As the
grantmaking program enlarges, additional program officers will be hired to handle the
increased workload. Yayasan KEHATI is committed to keeping staff levels at a lean and
efficient level.

Yayasan KEHATI will conduct its grantl11aking and nctworking programs in a fair and
transparent manner. Yayasan KEHATI will make available to prospcctive grantees written
materials concerning policies, program priorities, geographic interests and, grantmaking
practices. A linancial managcmcnt systcm designcd by Pricc Waterhouse is in placc to
support the proper implcl11cntation of the grantnlaking progral11. All consultations,
collaboration and nctworking wi II be of a non-partisan natu re, in format ion and (lleetings wi II
he open to I11cmhers of the public and all intercsted organizations. Yayas:1n KEI-lATI will
strive to bc incltisive and participatory in its activities.

12
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Yayasan KEHATI may engage the services of consultants to perform spes;ialized tasks such as
preparation of public information materials, evalua.te endowment investment management
strategies, provide training on fund raising, design effective internal management systems and
provide board and staff training in foundation operations.

Yayasan KEHATI will encourage the active participation of Trustees and committees in the
governance of Yayasan KEHATI. Trustees are expected to attend board meetings, represent
Yayasan KEHATI among the various constituencies and, if possible, participate in Yayasan
KEHATI-sponsored networking activities.

During the period of 1995 to 1999, Yayasan KEHATI will focus on establishing strong
governance and leadership, and high-quality staff. The Board of Trustees during this period
\\lill be developed into a group with the capacity to provide broad policy guidance to Yayasan
KEHATI. International standards regarding conflicts of interest will be maintained. The
Executive Board will be active contributors to the development of the Foundation.
Committees will be further developed to assist the Executive Board in its responsibilities.
International standards of financial 111anagement will be fully implemented during this period.
General operating procedures will be developed and a public relations strategy implemented.

Yayasan KEHATI will devote attention to training of staff and selected Board members.
Study tours, internships and specific technical and managerial training will be supported.

Recruitment of additional staff will be conducted in an open transparent manner.

Yayasan KEHATI will maintain a high level of "transparency" in all of its financial affairs.
Price-Waterhouse has already designed and installed the financial system. Annual reports,
including audited financial statements will be published in national newspapers along with a
complete list of grants a\varded during the previous year.

D. Endowmcnt 1\'h1l1agcmcnt

Under the Cooperative Agreement, USAI[) intends to provide Yayasan KEHATI with S16.5
million for the establishment of an endowment fund. This endowment will provide Yayasan
KEHATI with a sustaincd source of incomc to meet operational expenses and fund a portion
of the grantmaking and nctworking programs.

The cndowmcnt will bc l11anaged in accordancc with Yayasan KEHATl's Invcstment Policy
Statcment and Guidelines as approved by the Exccutivc Board and USAID Indonesia. Thc
Executive 130ard, Invcstlllcnt Con\lllillee and Financc Manager arc responsible fOf ensuring
that the long tefm investl11cn t object ivc of managi ng thc cndownlcnt is ach icved. They wi II
also monitor th~ sp~nding ratc and risk levels 01' tllc t.:ndowlllcnt. Yayasan KEHA1'1 will
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invest the endowment capital in an international portfolio consisting of both fixed-income and
equity investments.

An Investment Committee, composed of both Trustees and outside experts, will advise the
Executive Board on investment management matters. The Committee is responsible for
recommending asset managers, long-term asset allocation strategies and monitoring investment
performance. Yayasan KEHATI will contract with professional fund managers to invest the
endowment assets in a diversified investment portfolio capable of providing annual income for
programs and adequate capital growth to maintain the real value of the fund.

E. Fund Raising

The funds provided by USAID under the Cooperative Agreement represent"seed II money to
establish Yayasan KEHATI and ensure its initial development. A major fund raising effort ..
will be undertaken over the next 10 years to raise additional contributions for operations,
programs and the endowment. This strategy is described in detail in Yayasan KEHATI's
Fund Raising Policy Statement

The Executive Board of Yayasan KEHATI has prepared a fund raising strategy which targets,
goals for raising contributions for annual operating expenses, program expenses and additional ....J
endowment capitalization. The five year projections are:

S 3.0 million for operating expenses
$ 4.0 million for program expenses
$ 1.0 million for endowment capitalization

1995 to 1999 fund raising schedule
1995 International Foundations will be solicited

U.S. corporations operating in Indonesia will be contacted

1996 Discussions with bi-Iateral donors will be initiated
Non-U .5. corporations will be contacted

1997 Multi-lateral donors will he solicilcd
Indoncsian corporations will hc contactcd

1998 Cont inue to 5t rcngtllcn relationsh ips wi 111 aII thesc donors and pOlent ial donors

1999 Continue to strengtl1en relationships with all thcse donors and potential donors

14
o



.~?":!"
;~"./ .

Indonesian Biodiversity Foundation Project Paper ~ Vol. II ANNEX D
Page 15 of 28 pages

To promote awareness of Yayasan KEHATI's objectives and programs, the following
informational materials will be developed.

1. a brochure about Yayasan KEHATI '(in English and Bahasa Indonesia);
2. a brief newsletter informing the public about Yayasan KEHATI activities (to be

published 2-3 times per year);
3. video on biodiversity conservation; and
4. translating into Bahasa Indonesia's Yayasan KEHATI' s policy stateme~ts for

broad distribution.

Ill. l\tlANAGEMEl'\T OF THE COOPERATIVE AGREEMENT

The management of the Cooperative Agreement is the responsibility of both Yayasan
KEHATI and USAIDlIndonesia and under the broad coordinating role of the Program
Coordinating Committee, chaired by State Ministry of Environment (MNLH). The
complexity of the program and management functions calls for a clear delineation of the roles
and responsibilities of these two entities. Figure I illustrates the relationship among the key
organizations involved in the Cooperative Agreement, Indonesian Biodiversity Foundation
Project and Indonesian Biodiversity Conservation Program. The following section describes

(~~) the roles and relationships of Yayasan KEHATI, USAID and other implementing entities.
"-y

A. Roles and Relationships

J. Yayasall KEHA TI's Role and Respollsihilities

The main responsibility for implementing the Cooperative Agreement rests with the Executive
Board of Yayasan KEHATJ. The trustees have empowered the Executive Board, and as
appropriate, the professional staff, witll tile autllority to represent Yayasan KEHATI in legal
matters and tile management of tinancial assets. Management tasks for the Executive Board
include: establislling personnel and operating policies, approving operating budgets, recruiting
and orienting senior professional staff, establishing advisory panels and committees,
establislling reporting schedules. ensuring accounting and audit requirements are met, assuring
cumpliance with USAID regulations, identifying and soliciting other financial resources,
establishing major program priorities, and developing grantmaking and investment polices.

15
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FIGURE 1

ORGANIZATIONAL STRUCTURE
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The Executive Director and other professional staff of Yayasan KEHATI are responsible for
the daily operations of program activities and for technical performance. The Executive
Director is responsible for hiring, orienting and training program officers to cover the major
program domains determined by the trustees. The Finance Manager is responsible for
implementing the financial management systems in accordance with international standards,
overseeing budgets, preparation of financial reports and audit requirements. Support staff
will implement the internal operating systems consistent with the highest standards of
professionalism and transparency.

Yayasan KEHATI's Investment Committee is responsible for monitoring performance of the
endowment fund and will report to the Executive Board on investment portfolio performance.
The Executive Board will ensure investment procedures comply with Yayasan KEHATI's
Investment Policy Statement and Guidelines governing the USAID-funded endowment
(approved by the Board of Trustees and USAID).

Program Coordinator(s) have primary responsibility for implementing the operational aspects
of the grantmaking program.. They will solicit proposals within program areas designated by
the trustees, review and recommend projects, monitor compliance with grant provisions and
report results of evaluations to concerned parties. To assist in the implementation of the
grantmaking program, Yayasan KEHATI will establish several advisory committees composed
of respected scientists, NGO leaders, business persons and regional leaders. These advisory
committees will provide Yayasan KEHATI with scientific and policy competence and enhance
the credibility of Yayasan KEHATI's grantmaking program. Yayasan KEHATI may also
form review panels to evaluate grant proposals and recommendations prepared by Yayasan
KEHATI's staff.

2. MNLH's Role alld Respollsibilities

MNLH's role is to coordinate. monitor and evaluation implementation under the Indonesian
Biodiversity Foundation Project.

3. USA/D's Role and Responsihilities

The Cooperative Agreement (CA) authorizes a 1'01'111 of assistance that includes substantial
USAID involvement in carrying out the program description. USAID/Indol1csia will bc
cxcrcising a high level of involvcmcnt in program implcl11cntation for scvcral reasons. First,
as a ncw organization, Yayasan KEHATI will hc provided with extensivc technical and
linanciaI assistance to develop into a strong. professional institution. Second, the authority to
crcate an endowmcnt using appropriated dollars is a recent developmclH and will be closely
monitorcd by USAID/Washington and Congress. Third, the lJ3F project is being attributed to

17
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the United States' contribution to the Global Environmental Facility and thus will require
special monitoring.

USAID staff will visit. field sites of selected Yayasan KEHATI grantees to monitor the
performance of Yayasan KEHATI grantees in order to assess their progress in meeting their
objectives, including progress in achieving specified outputs as measured by interim
benchmarks or indicators of progress for individual grants. This information will be used in
evaluating the effectiveness of Yayasan KEHATI's grantmaking program.

The Office of Agro-Enterprises and Environment of USAID/Indonesia will manage the
technical elements of the Cooperative Agreement. The AEE Project Officer (U.S. Direct
Hire) will be responsible for communication with Yayasan KEHATI on all program and
technical matters related to the CA. The USAID Project Officer will have other
responsibilities and will allocate about one fourth of his/her time directly to managing this
Cooperative Agreement. A full-time Foreign Service National (FSN) Project Manager will,_
be assigned to carry out USAID management and monitoring functions. The Project Officer
and Project Manager will be responsible for preparing and submitting quarterly and semi
annual reports on implementation progress of the Cooperative Agreement to senior Mission
management, with copies provided to Yayasan KEHATI. USAID will be granted observer
status at all regular meetings of the Board of Trustees. .-...,

3. Role and Responsibilities of the Natural Resources Management Project

USAID presently provides initial technical assistance to Yayasan KEHATI through an existing
contract with Associates in Rural Development, Inc. (ARD), funded under the Natural
Resources Management (NRM) project (also referred to as the NRMP). This includes the
provision of one long-term technical advisor and short-term technical assistance (through July,
1996). The long-term advisor assists Yayasan KEHATI in designing and implementing the
work plans under the Cooperative Agreement as well as to help Yayasan KEHATI coordinate
technical funded sources (such as the Biodiversity Support Program). USAID also financed
Yayasan KEHATI's office space for the first year (April, 1994 - May, 1995) and provided
equipment and furniture.to meet Yayasan KEHATl's initial needs through the ARD contract.
This is consistent with the NRM Projcct's purposc to support thc developmcnt of improvcd
natural rcsource managcmcnt policies and practices, This additional USAID support consists
of non-linancial assistancc; funds arc not providcd dircclly to Yayasan KEHATI.

4. Role oJ Illdollesiall !liodil·er.\'ity COII.\'e/wlfioll fJl'O};ralll Coordillatillg COllllllillee

Thc /'rogr(f/lI Coordillmillg COIIIII,;/fc'c' is r~sp()nsibk for ~nsuring that thc various progralll
componcnts -. lll" which the Info Projcct is onc ··arc opcratcd cfkclivdy and efticicntly, and
will propose appropriate m~asures to the countries concerned to guidc the program. Th~

18
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Commirree will meet at least twice a year with Yayasan KEHATI invited to participate as an
observer and share information on Yayasan KEHATI's activities. MNLH chairs the pee and
oversees its coordinating, monitoring and evaluatIon of program activities.

B. Implementation Schedule

Key implementation activities are listed below. Activities such as, quarterly progress reports;
quarterly tinancial statements/cash advance requests; quarterly cash disbursements; semi
annual assessments of financial status/risks o(endowment assets; grant solicitation, review
and approval; regional consultations/tield trips; and annual reports are only listed initially but
will be regular activities.

March 1995
Register as a Private Voluntary Organization with USAID
Signing of the Cooperative Agreement by USAID
Issue first annual report
Apply for U.S. Tax Exemption under Section 501 (c)(3)

April 1995
Yayasan KEHATl staff conduct regional meetings to determine program priorities,
assess capability of prospective grantees and arrange training
Issue audited financial statement for 1994
Sign MOU between GOr, Yaysan KEHATI, USG

May 1995
First cash advance
Study tour conducted for selected staff and board members
Regional meetings conducted on program activities
Endowment asset manager(s) selected, draft contract(s) negotiated, USAID approval of
executed contract(s)

June 1995
Monthly progress report (for May). liquidation of cash advance for May, estimate of
expenses and request for cash needs for the next three months (June-August), process
repeated each month
Isslll.~ lirst request for proposals
Disllurscnlent for capitalization of the endownlelll

AlI~lIst Ic)9)

Staff and advisory commillee(s) evaluate proposals and inform gralltees of issues/status

19



Indon~sian Biodiversity Foundation Pro.i~ct Paper - Vol. II ANNEX D
Pag~ 20 of 28 pag~s

September 1995
National and regional consultations held on Yayasan KEHATI's program
Training held for prospective grantees '.
Proposals revised

November 1995
First grants awarded

December 1995
Second request for proposals issued
First semi-annual review of financial status of endowment and risk assessment

Januarv 1996
Internal evaluation of CA performance by Yayasan KEHATI
Yayasan KEHATI and US AID evaluation to assess technical assistance needs,
determine appropriate actions

Februarv 1996
Staff and advisory committee(s) evaluate proposals and inform grantees of issues/status
National and regional consultation held on program

March 1996
Second round of grants awarded

Mav 1996
Third request for proposals issued. etc.

Jalluarv 1997
First internal evaluation

Januarv 1998
Mid-term evaluation

June 1999
~econd internal evaluation

January 200n
Second Illid-term c.:valuation

20
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Januarv 2003
Third internal evaluation

Januarv 2005
Final evaluation

C. Performance Indicators

ANNEX D
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The following section describes performance benchmarks to measure progress under the three
components of governance, endowment and grantmaking. It also includes target outputs over
ten years, and expected status at the end of the Cooperative Agreement.

1. Pelfonnallce Benchmarks

a. Benchmarks for Foundation Governance

The following activities are aimed at helping to measure Yayasan KEHATI's progress
in strengthening institutional ability to meet international standards of good governance.

Maintain an active Board of Trustees, Executive Board, committees and advisory
panels with clear responsibilities and goals.

Yayasan KEHATI will have an annual financial audit of the endowment principal and
use of the investment income, and of overall financial management. Yayasan
KEHATI will widely distribute the annual audited financial statement and annual
performance report describing institutional development. grantmaking, networking and
other programs (e.g., list recipients, amount of grant or workshop, objectives and
outputs planned and/or accomplished), and provide a copy to MNLH and USAID
Indonesia. The Board of Trustees will select an independent auditor in accordance with
the "Guidelines for Financial Audits, Contracted by Foreign Yayasan KEHATls"
issued by the USAID Inspector General.

* Yayasan KEHATI will ensure that individual grants over $100.000 per year (funded
by USAID) to Indonesian NCiOs, universities, individual scientists, etc. (Suh-grantees
in USAID terminology) will be included under the scope of an independent linClncial
audi l.

During the first live years or the Cooperative Agreement, quarterly and annual
performance reports prepared for USA I() Indonesia and i\l NLH document ing
implementation progress based upon. the CA work plan, liquidating previous USAID
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*

*

*

*

cash advances and requesting additional USAID cash advances, based on the approved
annual work plans and budgets; after year six, annual performance reports prepared
and provided to USAID.

"Best efforts" to generate additional funding for the endowment and grantmaking
program by carrying out fund raising strategy documented.

Independent evaluations conducted in years 3,5 and 10.

Maintain registration with USAID as a Private Voluntary Organization (submit the
annual report on pva registration to-USAID Indonesia within six months of the end
of Yayasan KEHATI's fiscal year) and tax exempt status with the Internal Revenue
Service in the United States, and maintain and enforce Yayasan KEHATI's policies
concerning grantmaking, conflicts of interest, fund raising, By-Laws and Articles of
Association.

Yayasan KEHATI shall invite one representative of USAID, designated by USAID, to
participate in all proceedings of the Board of Trustees as an observer.

b. Benchmarks for Endowment Management

The following benchmarks will be used to monitor the establishment and management
of the endowment.

The investment objective of maintaining the real value of the endowment is achieved.

Maintain an active Investment Committee composed of members of the Board of
Trustees and others with financial expertise to set long-term investment objectives,
target rate of return and long-term asset allocation strategies, and to monitor
performance of the endowment investments and asset managers.

Maintain books, records. documents, and other evidence relating to the endowment
assets and usc of CA funds and cndowment incomc. in accordance with generally
acceptcd accounting principles formally prescrihed hy the U.S .. Indoncsia or the
Intcrnational Accounting Slandards COIllmiltcc.

'" Endowmcnt assets Illanaged in accordance wilh tltc Investmcnt Policy SlalenlClll and
Guidelines and other <.:onditions as agrecd upon by USAID and Yayasan KEHATI.

22
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The following benchmarks will be used to nlonitor implementation progress in
developing the grantmaking program:

*

*

*

2.

Documentation of the steps taken by Yayasan KEHATI to promote participation in the
development of grantmaking policies, and implementation and evaluation of grants
programs included in the annual reports. These steps would involve regional
meetings, assessment of grantee capability and providing needed training, publication
of grant solicitation procedures and awards, development of Women in Development
(WID) reporting/benchmarks, and evaluation of grantee performance and distribution
of evaluation results.

Development of baseline information on the extent of research, public awareness,
policy analysis, conservation extension and other activities carried out by scientists,
NGOs, community groups and others to conserve the diversity of Indonesia's
biological resources. This information will assist Yayasan KEHATI in developing the
grantmaking program as well as in monitoring its ability to increase support for
biodiversity conservation.

Regular monitoring by Yayasan KEHATI of the performance of their grantees to
assess their progress in meeting objectives, including progress in achieving specified
outputs as measured by interim benchmarks or indicators of progress contained in
approved grant proposals.

Conduct independent evaluations of the Cooperative Agreement in years 3,5 and 10
that includes an analysis of the performance of selected Yayasan KEHATI grantees in
achieving their specitied objectives and target outputs. Results will be widely
distributed.

Adhere to Yayasan KEHATI's Grantmaking Policies and Procedures.

TClI:t:ct Outputs

Table A illustrates tile targel outputs during 1995 - 200-l.
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TARGET OUTPUTS OVER LIFE OF PROJECT
(numbers are total over life of project)

Project Outputs
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Project Component

Foundation
Governance

1997

Year 3

2 annual reports

1 internal evaluation

1 independent evaluation

1999

Year 5

4 annual reports

2 internal evaluations

2 independent evaluations

2001

Year 7

6 annual reports

3 internal evaluations

2004

Year 10

9 annual reports

5 internal evaluations

Endowment
Management

Grantmaklng
Program

Networking

2 independent audits 4 independent audits 6 independent audits 9 independent audits

4 Board of Trustee mlgs 5 Board of Trustee mtgs 6 Board of Trustee mtgs 9 Board of Trustee mtgs

12 Executive Board mtgs 20 Executive Board mlgs 28 Executive Board mtgs 40 Executive Board mtgs

US$150,OOO raised for USS325,OOO raised for US$500,000 raised for USS650,OOO raised for

operating costs as operating costs as operating costs as operating costs as
matching funds matching funds matching funds matching funds

$100,000 raised for S400,OOO raised for $750,000 raised for $1.2 million raised for
program grants and costs program grants and costs program grants and costs program grants and costs

as matching funds as matching funds as matching funds as matching funds

5 investment 10 investment 14 investment 20 investment

committee meetings committee meetings committee meetings committee meetings

Portfolio performance Portfolio performance Portfolio performance Portfolio performance
evaluation to determine if evaluation to determine if evaluation to determine if evaluation to determine if
lotal return is consistent IotaI return is consislenl lotal return is consistent lotal return is consistent
with market benchmarks with market benchmarks with market benchmarks with market benchmarks

~~

S3.5 million gross invest· S6.6 million gross invest· S9.6 million gross invest· S14.0 million gross invest·
ment income generated by ment income generated by ment income generated by ment income generated by
USAID endowment fund USAID endowment fund USAID endowment fund USAID endowment fund

S4.7 million raised in $4.7 million raised in $4.7 million raised in

matching contributions matching contributions matching contributions
for the endowment for the endowment (1) for the endowment (1)

Sa50,OOO In grants S2.05 million in granls $3.25 million in grants S5.0 million In grants

awarded from endowment awarded from endowment awarded from endowment awarded from endowment

Total of at least 45 grants Total of atleasl 75 granls Total of at least 125 grants Total of at least 150 grants

5 regional consultations , 0 regional consultations 15 regional consultations 20 r<:!gional consullallons

2 roquests for proposals 4 roquests for proposals 6 requosts for proposals 9 r'lqUQsts for proposals
issu'ld issu'ld i~~uod issu'ld

20 meehngs/workshops 30 mool,ngs/workshops 50 mootin\ls/workshops 75 mO<lhn\ls/wo,k.hops

9 now11ql1qrs 'ss"qd 1a nqw~I'ltt'1I1 is,,,qd 27 nowslqllqrs I"uqd 36 nqwslqltlqr, ,~,,,qd

(1) In Ord<l' to mOl'll It:o 25 pq'cont m~t~;;,n9 Conl"!lul'O':; for tho proJoct, IhqFoundJlIOn rnlqnds to r~'~Q $6.5 01l1l,on ($IUa n1l1l.on fo'

p'0!lrJm Jnd opqrJlIng CO:o11. Md $4 7 m,lllon fo, tho qndowmqnt); howqvo" ovor Iho l,fQ of tho! prOloCl (Ion Y<lJf~). th,) Found~lIon
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By the end of the Cooperative Agreement, a professional foundation of international standards
of good governance will be making catalytic grants to a variety of institutions, individuals and
NGOs across the archipelago. An endowment will be established and operating that is
producing income and will have reached at least $40 million in size due to contributions from
other donors. Yayasan KEHATI will have generated about $2 million in contributions for its
grant making program and operating costs. Yayasan KEHATI will have awarded over $5
million in grants from endowment income to scientists, NGOs, community groups and others
t9 carry out a range of activities aimed at conserving Indonesia I s unique and valuable
biological diversity. Yayasan KEHATI will be considered a leader in articulating biodiversity
conservation needs and recommending improved policies and practices.

D. Monitoring and Evaluation Procedures

Monitoring and evaluating implementation progress under the Cooperative Agreement will
take place on several levels: (i) the performance of Yayasan KEHATI's trustees and staff in
oversight and management of the Cooperative Agreement; (ii) the performance of Yayasan
KEHATI grantees (e.g., NGOs, scientists, community groups and other recipients) and; (iii)
USAIDlIndonesia's performance in oversight and management of the Cooperative Agreement.

1. Monitoring Implementation Pel!OI71WnCe

During the initial five years of the Cooperative Agreement, Yayasan KEHATI will monitor
implementation progress under the Cooperative Agreement through regular staff operations
and report on progress each quarter as well as in an annual progress report. USAID
Indonesia will monitor the implementation of the Cooperative Agreement through quarterly,
semi-annual and annual reviews prepared by the USAID Project Officer. The information
requirements of this monitoring include both financial and operational matters and will be
included in quarterly reports prepared by Yayasan KEHATI for USAID Indonesia and
MNLH, as chairman of the PCC. The project'~ technical advisor will also prepare quarterly
activity reports on the advisor's activities for Yayasan KEHATI, USAlD Indonesia and ARD
Chief of Party.

During YC.lrs six to ten, USAID Indoncsi~1 will monitor implcmcntation progrcss through thc
review of Yayasan KEH ATI' s annual auel i teel Iinancial statemcnt and annual pcrformancc
r~porl. USAlD monitoring of Yayasan KEHATl's performance in carrying out the grant
program will focus on those grants made hy Yayasan KEHATI with USAID funds.
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Yayasan KEHATI will be responsible for monitoring its subgrants and evaluating their
effectiveness. Both formal and informal monitoring mechanisms will be employed. The
formal mechanism may require each subgrantee to file an interim progress report half way
into the subgrant period. This reporting may include: progress achieved under the subgrant;
problems encountered in carrying out the subgrant funded activity; actions taken to solve
problems; and requests for modification of the subgrant (if any). Yayasan KEHATI may
divide subgrant payments, making the second payment contingent upon receipt of a
satisfactory interim report. The informal mechanism involves the personal contact with the
subgrantee by Yayasan KEHATI Program Coordinator. This will entail visits and
telephone/fax communications by the Program Coordinator to the site of the subgrantee.

3. Evaluation of Implementation Progress

Yayasan KEHATI, USAID and MNLH, as chairman of the Program Coordinating
Committee, will evaluate implementation progress under the Cooperative Agreement to assess
progress in accomplishing intended objectives. Evaluations will assess whether contributions
have: built a professional institution with international standards of good governance,
provided sustained financial support of adequate size through the endowment, and established
an innovative grants program which is promoting the sustained use and conservation of
biodiversity in Indonesia. In addition, the implementation performance of the Cooperative
Agreement will be evaluated in terms of its contribution to the Indonesian BiOdiversity
Conservation Program. The evaluation will also review Yayasan KEHATI's contributions :0
the program.

Yayasan KEHATI will arrange for three independent evaluations by qualified indepelldent
entities to assess implementation progress under the Cooperative Agreement (the first two will
be financed by USAID funds under the Cooperative /\greement and the third evaluation 'will
be financed by endowment income). The tirst evaluation will be held in the third year of the
Cooperative Agreement and is tentatively scl1eduled for January, 1998. This evaluation \vill
assess progress under the Cooperati ve f\grecment and detcrm inc if an y mod ification of the
C/\ is appropriate. The second evaluation, scheduled for year five, will review overall
implementation progress under the Coopcrativc /\grccmcnt, USAID l1lanagclll~nt

rcquircmcnts and discuss possible modifications of thc: Cooperative..: /\grccmclll. Thc lhird ;Illd
linal cvaluation is scheduled for year tc:n, January 2(0). Thesc cvaluations will focus on (;1)

progrcss in foundation developnlent and governancc. (h) thc managemcnt of thc USAI D
fundcd cndowmen t and thc use of endowlllcn t inCOIIlC:. and (cj the SI ratcgic devc:loplllcn.lal
impact of the grantlllaking program. Yayasan KEH/\TI will be responsible; for providing the
cvaluation teams with thc necessary inforlllation for tl1csc: cvalualions and sharing results

. among participants.
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These project evaluations will also include general information (based on readily available
reports and interviews) regarding the performance of grants supported by income from the
USAID-funded endowment and other donors as a 'means of assessing the institutional ability
of Yayasan KEHATI and developmental impact of its grant-making program.

Yayasan KEHATI will conduct at least three internal evaluations of implementation progress
under the Cooperative Agreement. These are tentatively scheduled for January 1997 and June
1999 and January 2003. The scope of these internal evaluations will include, the performance
of the governing boards and committees, the efficiency of internal operations, staff
performance and the effectiveness of the grantmaking program. In addition, the evaluators
will also be asked to assess USAID Indonesia's performance in oversight and management of
the Cooperative Agreement. Independent evaluators from the NGO, scientific, academic
communities will participate. Yayasan KEHATI will provide a copy of these evaluations to
the USAID Project Officer and MNLH, chairman of the Program Coordinating Committee.

The Program Coordinating Committee, representing the governments of Indonesia, Japan and
the United States, will meet with the mid-term and final evaluation teams to discuss the
contributions of Yayasan KEHATI, under the Cooperative Agreement, with respect to the
overall implementation of the Indonesian Biodiversity Conservation Program. The specific
focus of this evaluation will be to examine how effectively Foundation activities are
contributing to the implementation of the National Strategy for Biodiversity Managel11cl1I and
the Biodivcrsity Action Plan for Indonesia and to what extent Yayasan KEHATJ I S programs
are collaborating with and reinforcing program components funded by the governments of
Indonesia and Japan.

4. Audit

Yayasan KEHATJ will arrange, through competitive procedures, for well established
independent financial management tirms to conduct an audit of Yayasan KEHATI' s financial
records. A financial audit will be conducted each of the ten years of the projecl. This audit
will cover the status of the principal and income of the USAID-funded endowmenl.

E. Technic;1I Assistance R('q\lin~nwnts

Undcr thc Cooperative Agreement. Yayasan KEHATI will be provided the following
technical assistance to strengthen its institutional capahility. One long-term advisor,
experienced in foundation development and operations, and management of endowments, is
assigned to Yayasan KEHATI through July, 199(1 (under the ARD contract, NRM Project).
Approximately 18 person-months of expatri;lle or :\() person-months or Indonesian short-term
technical assistance is also allocated under the ARD contract (through July, 1996), depending
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upon demand for short-term assistance and available funding. Priority needs for short-term
technical assistance include: financial management systems implementation, grants
administration processes, public information programs, board and staff development and
training, investment management, legal advice, and grantmaking strategies and policies.

Given the complicated and challenging tasks in carrying out the project, additional long-term
and short-term technical assistance may be needed from August, 1996 through July, 1999.
Thus, in early 1996, Yayasan KEHATI and USAID will review and revise the terms of
reference of the long-term advisor (as appropriate), assess long- and short-term technical
assistance needs and determine appropriate contracting procedures to provide this assistance
after July 1996.

F. Development of Annual Work Plans

In close collaboration with the USAID Project Officer and Project Manager, Yayasan
KEHATI will develop annual work plans for the first five years to be financed by USAID
funds un.der the Cooperative Agreement. Annex I includes the 1995/96 work plan.

IV. TOTAL PROGRA;\I FUNDING

The total cost of the program is $25.5 million ($ 19 million from USAID and $6.5 million in
matching contributions from Yayasan KEHATI).
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ANNEX 1

Yayasan KEHATI OR YAYASAN KEHATI'S

1995/95 WORK Al\!]) FINANCIAL PLAN .

I. INTRODUCTION

This document describes Yayasan KEHATI's 1995/96 work plan which for programmatic
purposes begins April 1, 1995 through December 31, 1996.

II. PROGRAM WORK PLAN

Program work plan covers the two main program areas, (1) grantmaking program and (2)
consultations, collaboration and networking program.

A. Grantmaking Program

1. Overview

Yayasan KEHATI plans to hold up to 18 regional dialogues and follow-up workshops in the
live geographic priority areas during 1995/96. The timing and location of the initial
dialogues and workshops are:

East Kalimantan
Java
Sumatra
Bali/NIT
Jakarta Bay

April - September 1995
July - December 1995
January - June 1996
March - October 1996
September 1996 - Feb. 1997

During 1995 the grantmaking program will focus on E. Kalimantan and Java. Thus, Yayasan
KEHATI intends to initiate two grantmaking cycles during 1995 and three cycles in 1996.
The tirst cycle will begin in April with completion in September. In September, the second
grantmaking cycle will begin for Java with completion in February 1996. Grants will be
awarded for both E. Kalimantan and Java during 1995, but actual disbursement for Java may
occur in e4lrly 1996. During 1996, YaY~lsan KEHATI will focus on the other two priority
geographic areas.

For each geographic area, Yayasan KEI-IA1'1 will sponsor a workshop to follow up on the
initial dialog (e.g., within two months of the initial dialog meeting). This workshop will
foclis on specific issues and opportunities in order to identify viable actions. During the
workshop, participants will discuss potential projects appropriate for funding by Yayasan

~ KEHA1'1. At the end of the workshop. participants will be informed on Yayasan KEHAT['s
'i~1; procedures for submission. review and approval of grant applications.



ANNEXl

Yayasan KEHATI will set a deadline of approximately 2 months following the workshop for
submission of proposals. All applications will be reviewed by the Program Officer, Executive
Director and an independent review panel. Within 'one month Yayasan KEHATI will
announce which grant applications have been approved, and inform other of the status of their
proposal.

Month 1 Month 2 Month 3 Month 4 Month 5 Month 6

On site On site Preparation Kehati Award Meeting
Dialog Workshop of revIew grants to launch
Meeting applications applications disburse projects

funds

Note to table:
Month I: one day dialogue between Yayasan KEHATI and the biodiversity constituencies
(scientific community, government/private sector, Non-Government Organizations) on the
importance of biodiversity in term of the national/ provincial/local needs, the wealth of the
site, the role of community in biodiversity conservation, the problems encountered, etc.

Month 2: a follow up workshop in each locality to identify program areas (awareness,
research, capacity building, community empowerment, policy) for in-situ conservation (East
Kalimantan), ex-situ conservation (Java), etc., with the hope that a plan of actions for that
area is developed.

Month 3: Potential grantees prepare applications. Yayasan KEHATI conduct consultations on
preparation of applications if necessary

Month 4: Yayasan KEHATI's staff and panels review and screen grant applicants

Month 5: Yayasan KEHATI announces grant awards. Grant agreements prepared and funds
disbursed

Month 0: On site follOW-lip mccting to announcc grant winncrs and launch projects/activities.

2
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2.

a.

Activities in Priority Geographic Area

In-Situ Conservation in East Kalimantan

ANNEXl

Objectives:
1.

2.

3.
4.

Outputs:
1.
2.
3.
4.

Promote awareness on the existing in-situ conservation system in East
Kalimantan;
Identify research (biological, social, economic) activities on in-situ
conservation;
Strengthen on going grass root initiatives for in- situ conservation; and
Identify linkages between national, provincial, 10cal policies on in-situ
conservation.

Tools to promote awareness of in-situ conservation developed;
Research agenda for in-situ conservation developed;
Grass root initiatives documented; and
In-situ conservation policies analyzed and policy options identified.

b. Ex-Situ and In-Situ Conservation in Java

Objectives:
l.
2.
3.
4.
5.

Outputs:
1.
2.
3.

Promote the ex-situ conservation of endangered species/genetic resources;
Identify priority applied research topics on ex-situ conservation activities;
Strengthen the efticiency of traditional practices for ex-situ conservation;
Promote community collection gardens; and
Support in-situ conservation in and around the Gunung Gede Pangrango
National park.

Brochures and posters on endangered species/genetic resources developed;
Research carried out to support ex-situ conservation;
Pilot models for supporting on-farm conservation and community participation
tested.

c. COl11l11unity-Bast.:d Conservation or Biodiversity in Gunung Leuser and Kerinci Seblat

Ohkctivcs:
I.

2.
3.

Increase awan.:ncss or the importance and the uniqueness or Leuser's
biodiversity:
Idcntify inccntivcs (cconomic. social. cultural) for COlllnltlnity involvcmcrH;
Develop rcscarch agcnda on cWllmunity-bascd conservation of biodiversity; and

'IA\\. '\
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4.

Outputs:
1.
2.
3.
4.

ANNEX 1

Document local knowledge/practices which support biodiversity conservation.

Brochures and posters of Leuser's biotic richness prepared;
Potential incentives for community participation identified;
Applied research conducted; and
Traditional knowledge/practices supporting biodiversity conservation
documented.

d. Eco-tourism Development in Bali-Lombok-Nusa Tenggara Timur

Objectives:
1.
2.
3.

Outputs:
1.

2.
3.

Promote sustainable utilization of biodiversity through eco-tourism;
Identify biological resources which uniquely support tourism; and
Identify research areas(social, culture, economic) for eco-tourism.

Concept of ecologically sustainable eco-tourism developed for Bali-Lombok
Nusa Tenggara Timur;
Documented unique biodiversity which has a potential for eco-tourism; and
Applied research agenda to support eco-tourism developed. .................

e. Marine resources development ·in Pulau Seribu

Objectives:
1.

2.
3.
4.

Outputs:
1.
2.
3.

Identify the key problems facing conservation of marine resources in Pulau
Seribu;
Promote greater awareness on the sustainable utilization of marine resources;
Support research which helps to solve marine conservation problems; and
Analyze provincial/local policies which may affect marine conservation.

Key problems of marine resources conservation are identified;
Public awareness materials for marine conservation developed;
Policy options for marine resources conservation identified.

4
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Within these areas, grants will be awarded to support projects which address priority activities
in the five geographic areas. Yayasan KEHATI expects to modify selection of priority
geographic areas and funding allocations based oli additional meetings, workshops, review of
grant applications and evaluations.

3. Updating Baseline lnfonnation on Biodiversity Conservation Activities

One of the outcomes from the regional dialog meetings will be updating Yayasan KEHATI's
present report on baseline infor:mation regarding the extent of research, public awareness,
policy analysis, community-based biodiversity conservation activities currently being carried
out by NGOs, academic institutions, government and communities. This information will
assist Yayasan KEHATI in strategically designing its grantmaking assistance within the
targeted geographical area. Invitees will include scientists, NGOs, community leaders,
academics, private sector, government representatives and other interested parties. This type
of information will be reflected in Yayasan KEHATI's annual performance report.

B. Consultations, Collaboration, Networking

Yayasan KEHATI plans to initiate this program through three types of activities: a)
lZJ provincial, national, Southeast Asia and international meetings, b) development of biodiversity

curriculum, and c) development of biodiversity networks for managing bufferzones.

I. Provincial, National, Southeast Asia and International Meetings

Yayasan KEHATI will continue to supporting networks among national and international
NGGs and donor agencies concerned with biodiversity conservation by holding bi-monthly
meetings in Jakarta. As in the past, Yayasan KEHATI will serve as the catalyst and
secretariat for the meetings while ensuring the participating organizations share in hosting the
meetings on a rotating basis.

Yayasan KEHATI also plans to bring attention to an important emerging biodiversity issue
during 1995. Broader debate and understanding regarding the topic of "biosafety" for
Indonesia in the area of biotechnology will be pursucd. Depending on initial consultations,
Yayasan KEHATI will sponsor a national level meeting of cxperts on this cmerging issllc.

5
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In South-East Asia, Yayasan KEHATI plans to participate in a number of meetings during
1995/96. These include:

":'-

*
*

*

*

Itlternational Network on Bamboo and Rattan-IDRC: April 1995, Bogor
United Nations Environment Programme CUNEP): June, 1995, Jakarta, on Community
Based Conservation of Biodiversity.
International Plant Genetic Resources Institute and National Committee on Genetic
Resources: August, 1995 on Genetic Resources for the Welfare of the S.E.
Community.
Bamboo. People and the Environment Conference, June. 1995 on the economic
potential of bamboo production and use.

Yayasan KEHATI plans to co-sponsor two meetings of globa.I importance during 1995.

*

:;:

2.

Conference of the Parties to the UN Convention on Biodiversitv, November, 1995:
Jakarta.
Global Forum of Biodiversitv, November, 1995, Jakarta Kehati is organizing it
together with World Resource Institute and International Union for Conservation of
Nature.

Derelopmellt of Biodiversity Curricululll

Yayasan KEHATI will continue to develop its collaboration with Bogor Agricultural Institute
in Bogor and the University of Gadja Madah in Yogjakarta in order to enrich the content of
forest and natural resource management courses by incorporating biodiversity conservation
materials. Other research institutes will be contacted to encourage their involvement as well.
Yayasan KEHATI will hold several consultative meetings during 1995 to discuss further this
collaboration, priority activities and the appropriate mechanisms for carrying out activities,
such as preparation of educational materials on the economic and ecological importance of
biodiversity conservation and training.

3. Dcre!opmcllt of fliodircrsity Nctworks for Mallagillg flllffcr;,o/lcs

Yayasan KEHATI will support the initial development or provincial biodivcrsity nctworb in
the live geographic regions through introductory consultations and workshops. Priority areas
for 1995 are E.1st Kalimantan and Java. This activity will he closely linkcd with the
granlmaking program.

6

(.1,...,.,
\')~



ANNEXl

4. Procedures for Approving NetIVorking Activities

Yayasan KEHATI will review proposals, including 'unsolicited proposals, for funding
workshops, etc. based on Yayasan KEHATI's Grantmaking Policies and Procedures. This
would include an initial review internally. If Yayasan KEHATI staff consider an unsolicited
proposal has a high potential for funding, and the proposal represents a significant financial
contribution by Yayasan KEHATI, such as more than Rp 10 million, then an independent
review panel would evaluate the proposal and provide comments and recommendations.
Yayasan KEHATI will document all steps taken for the review of unsolicited proposals to
ensure a fair and transparent evaluation process.

C. Institutional Development Work Plan

The institutional development of Yayasan KEHATI is a key part of the 1995 work plan.
Activities fall under the categories of GovernancelAdministration, Endowment Management:'
and Securing Additional Financial Resources.

1. Governance and Administration

r"
~) Yayasan KEHATI will maintain and strengthen the institutional mechanisms for governance.

During 1995/96 Yayasan KEHATI will convene at least two meetings of its full Board of
Trustees. The purpose of these meetings will be to further clarify the roles trustees can play
in developing the Foundation's broad strategies and programs.

The Executive Board will continue its active schedule of meetings for the purpose of
monitoring and developing specitic policies and procedures for governance and operation. At
least eight Executive Board meetings are planned during 1995/96.

Yayasan KEHATl's Grantmaking Committee and an Investment Committee will continue and
strengthen development of their respective roles and rcsponsibilities. Each committee is
expected to meet at least four times during 1995/96. An Audit Committee will be formcd at
the end of the fiscal year(s) to oversce the annual financial audit of the Foundation.

Tlte financial management system is currently in tile initial stages of implementation. During
1995, implementation or tlte system will include tile installation of tlte appropriate software
packages and training of staff on tlte use of tlte new software.

Developing onice operat ional systeills alld procedures wi II he a high priority during 1995.
Tltis will include: eSlalllishing e!c:.ctrollic filing systcms and a directory for usc by starf,
constituency databases; rcview and update starting patterns, job descriptions and wurk plans;

7
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review procedures for budget; and assess other management and personnel administration
systems. The objective is to create a highly professional and efficient office operation.

Initiating the operations of full-scale grantmaking and networking programs promises to be
one of Yayasan KEHATI' s biggest challenges during 1995/96. Working from the newly
established grantmaking policies and procedures, the initial grants administration system will
be developed. This includes solicitation materials, application forms, screening procedures,
organizing review panels, grant acceptance/rejection letters, grant agreement and fund
disbursement procedures. Yayasan KEHATJ will seek technical assistance from international
foundations and other sources as needed.

During 1995, Yayasan KEHATJ will further develop its five year strategic plan, based in part
on the programmatic experience gained during the first year of operations. Yayasan KEHATI
will attempt to be sensitive to newly emerging issues in biodiversity as well as developing a
flexibility to occupy a strategic niche among existing organizations and institutions.

Staff and board training in grantmaking will be a high priority during the first year. Training
may entail study tours and an internship at an operating foundation and/or through special
training courses. The Executive Director and Finance Manager will seek opportunities to
gain training and exposure to philanthropic practices and endowment management. A study
tour may be arranged if appropriate.

Yayasan KEHATI will prepare and widely distribute its annual audited financial statement and
performance report. The performance report (in English and Bahasa Indonesia) will briefly
describe Yayasan KEHATI's goals and programs, list recipients, the amount of grants
provided and accomplishments expected or achieved, and planned activities. Yayasan
KEHATI considers the preparation and distribution of these reports to be an extremely
important task as they will contribute to documenting a "track record" and demonstrating
transparency in operations.

Endowlllent Managcmcnt

The eSlablishment of the endowment fund will he a major activity in 1995. Tile selection of
as.'iel managcrs and/or cOllllllingled funds for the investlllcllt portfolio will hc a top priority.
The Exccutive Board, IlIvcstlllcnt COllllllittee and Finance Manager will he involved with
possihle assislance from outside pwfcssional cOllsultants. Tasks such as transferring LJSAIf)'s
endowlllcnt grant to invcstmcnt nlallagcr aCCoullts, arranging for cuslodial accounts,
implell1<..:nting (he layerillg of capital into inVeS[l1lcnt il1stf"llmel1ts over sevcral IIIOl1tl1s and
dewlopil1g the procedures ((II' (he transl'er 01' cash (wm lhe U.S.-hased accounts to hank
accounts ill Indonesia \vill he llndL~rtakcn during this pcriod.

/,':':').
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Reporting systems will be developed to keep the Executive Board, Investment Committee and
staff informed of investment portfolio performance. Monitoring schedules and performance
benchmarks will be instituted. By the end of 1995; the Investment Committee will review the
existing investment policies and recommend modifications or revisions if necessary, in
consultation with USAID Indonesia.

3. Fund Raising

Yayasan KEHATI's scope of activities is quite broad and considerable amount of funding is
required to carry out these programs. Therefore fund raising activities need to be planned
and carried out immediately. Accordingly, Yayasan KEHATI will undertake the following
activities.

1. Request technical assistance in planning and carrying a well targeted fund
raising strategy;

2. Enhance partnership with regional/international institutions to cofinance
activities; and

3. Promote Yayasan KEHATI programs to attract contribution for its endowment
fund.

Yayasan KEHATI's Board of Trustees consists of eminent Indonesian citizens with prominent
influence in his/her own circle. t..,loreover, Yayasan KEHATI has two members on the Board
of Trustees from well established international foundations who have significant potential to
support fund raising. Yayasan KEHATI will make use of these comparative advantages.

During 1995/96, Yayasan KEHATI plans to begin implementing its present fund raising
strategy. Several proposal s for fund ing wi II be prepared and submi tted to international
foundations. Yayasan KEHATI plans to make some initial contacts with international
corporations wi th operations in Indonesia, who may be interested in su pporting Yayasan
KEHATl's activities. In addition, Yayasan KEHATI will seek to better define and articulate
its fund raising strategy furth~r with the assistance frolll outside fund raising consultants.

4, I'romote I'tlhlic 1\ I\'W'CflCSS (~r Yayasafl 1\I~III\Tl's I'rograms

To prolllot~ awareness of Yayasan KEI·IATI's oh.i~ctives and programs, lhe following
informational nlaterials will k developed.

I. a hrochure abow Yayasan KEHATI (in English and Bahasa Indonesia);
2. a hrief newsletter infofllling lhe puhlic about Yayasan KEI·IATI's activities (to

he published 2-,\ limes per year);

9
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3. video on biodiversity conservation; and
4. translating into Bahasa Indonesia Yayasan KEHATl's policy statements for

broad distribution.

f: ISl:Jrr.srilibfpp'.progdcs. ibf
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DETAILED PROJECT BlIDGET ANNEXE

FUncling
Source

Year 5
1999

Funding
Source

Year 4
1998

Funding
Source

Year 3
1997

Ftnling
Source

Year 2
1996

Funcfmg
Source

Year 1
1995

:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::
Project Expenses

75,000 CAlEndow

75,000 CAlEndow

25,000 CA/Endow

225,000 CAlEndow

25,000 CA/Endow 25,000 CAlEndow

Endow

Endow75,000

10,000

20,000 CAlEndow

50,000 CAlEndow

15,000 CAlEndow

245,000 CAlEndow

Endow15,000

75,000 CAlEndow

50,000 CAlEndow

15,000 CAlEndow

200,000 CAlEndow

Endow15,000

60,000 CAlEndow

25,000 CAlEndow

75,000 CAlEndow

200,000 CAlEndow

25,000 CA/Endow

15,000 Endow

25,000 BSP/Endow

75,000 CAlBSP

60,000 CAlBSP

225,000 CAlEndow

50,000 BSP/CA

15,000 BSP/Endow

Core Operating Expenses

Staff Expenses

Office Expenses

Travel and Honoraria

Professional Fees

Public Information

• Meetings

SUb-total

Program-related Expenses

Program Staff

Travel

Meetings & Workshops

Public Information

30,000 CAlEndow

15,000 CAlEndow

50,000 CAlEndow

20,000 CAlEndow

55,000 CAlEndow

35,000 CAlEndow

50,000 CAlEndow

30,000 CAlEndow

55,000 CAlEndow

25,000 CAlEndow

50,000 CAlEndow

20,000 CAlEndow

85,000 CA/Endow

35,000 CA/Endow

50,000 CAlEndow

25,000 CAlEndow

90,000 Endow

35,000 Endow

50,000 CAlEndow

25,000 Endow

10,000 CAlEndow 55,000 CAlEnclow 100,000 CA/Endow 75,000 CAlEndow

CA150,000

100,000 CAlEndow

CA170,000CA200,000CA200,000CA125,000ConsultantsITAfTraining

Evaluations & Monitoring

SUb-total

Grantmaking Program
Grants awarded

Networking Program

250,000 CA/Endow
64,375 CAlEndow

500,000 CAlEndow
100,000 CA/Endow

660,000 CA/Endow
125,000 CA/endow

800,000 CAlEndow
150,000 CA/endow

1,000,000 CAlEndow
150,000 CA/endow

SUb-total 1,150.000

Investment Management 60,000 Endow 123,750 Endow 123,750 Endow 146,250 Endow 159,000 Endow

TOTAL 1.074,375 1,548,750 1,798,750 1,916,250 2,174,000

Year 6
2000

Funding
Source

Year 7
2001

Funding
Source

Year 8
2002

Funding
Source

Year 9
2003

Funcling
Source

Year 10
2004

Funding
Source

:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::
Core Operating Expenses

Staff Expenses

Office Expenses

Travel and Honoraria

Professional Fees

85,000 EndowtMF

50,000 EndowtMF

10,000 EndowtMF

70,000 Endow/MF

85,000 Endow/MF

50,000 Endow/MF

10,000 Endow/MF

75,000 EndowlMF

85,000 Endow/MF

50,000 Endow/MF

10,000 Endow/MF

75,000 Endow/MF

85,000 EndowlMF

50,000 Endow/MF

15,000 Endow/MF

75,000 Endow/MF

90,000 Endow/MF

50,000 Endow/MF

15,000 Endow/MF

75,000 Endow/MF

Public Information 8,000 Endow/MF 8,000 Endow/MF 13,000 Endow/MF 13,000 EndowlMF 15,000 Endow/MF

Meetings 2,000 Endow/MF 2,000 EndowlMF 2,000 EndowlMF 2,000 EndowlMF 5,000 Endow/MF

SUb-total

Program-related Expenses
Program Staff

Travel

Meetings & Worlcshops

90,000 EndowlMF

40,000 Endow/MF

50,000 Endow/MF

90,000 Endow/MF

45,000 Endow/MF

50.000 Endow/MF

95,000 EndowlMF

50,000 Endow/MF

50,000 Endow/MF

100,000 Endow/MF

60,000 Endow/MF

70.000 Endow/MF

100,000 EndowlMF

75,000 Endow/MF

75,000 Endow/MF

Public Information

ConsultanlSlTNtraining

Evaluations & Monitonng

30,000 Endow/MF

45,000 Endow/MF

30,000 EndowlMF

30.000 Endow/MF

35,000 Endow/MF

30,000 Endow/MF

35,000 Endow/MF

40.000 Endow/MF

30,000 Endow/MF

40,000 Endow/MF

45.000 Endow/MF

40,000 Endow/Mf

50.000 Endow/MF

50,000 Endow/MF

50,000 I:ndow/MF

Sub-total

Gmnlmaking l'Togrjlm
Grants awarded

Networking Program

SUb-loral

1,000,000 Endow/MF
150,000 Endow/MF

.l...JjQ.Q.Q.Q

1,200,000 Endow/MF
150,000 Endow/MF

1,375,000 Endow/MF
150,000 EndowlMF

1,515,600 Endow/MF
150,000 Endow/MF

1.600,000 Endow/MF
150,000 Endow/MF

)""~tment Management, ,
',_,'AL

189,000

1,849,000

219,000 Endow

2,079,000

249,000

2,309,000

Endow 279,000

2,539,600

Endow 300,000

2,700,000

Endow

Notes: MF - Matching Funds Endow. Endowment earnings CA - Cooperative Agreement funds

I
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Annex F
IS':.._.f)r

ILLUSTRATIVE FORMAT FOR FINANCIAL REPORT
AND

CASH ADVANCE REQUEST

Period: Monthly or Quarterly

p

Amount Amount Amount Outstanding Expenditure Revised 90 days
Budgeted Committed Disburse Cash Advance Amount ( ....... to ..... )

Element Description Requested for Cash Advance
Liquidation Request

Operating Costs

Grant Making and Networking •

Program - Related Activities

Endowment Establish

Evaluation

Total:

:\nrm\ibf . - . -_.__ ......- n."", ... Inc:.

('~." '~,:'J\;-L..W
~

;.\.1 :~;

:~ .:'.(~'
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Period: Annually

Annex F

ILLUSTRATIVE FORMAT FOR
SUMMARY ANNUAL FINANCIAL PLANNING

CY .

C3j)
/

Amount Amount Amount Amount
Element Description Budgeted Committed Disburse Balance Planned for

...............
,

Operating Costs'

Grant Making and Networking

Program=Related Activities

Endowment Establish

Evaluation

Total:

f:\nrm\ibfp\Annex F-sheet 8:03120/95

~.'\

~
t'\,',l
"·... 'Co?·!
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Annex F

ILLUSTRATIVE FORMAT FOR
DETAILED ANNUAL FINANCIAL PLAN

--j;' ,

.".-::,..--

Cy ........•

Element Description Jan. Feb. Mar. Apr. May June July Aug. Sep. - Ocl Nov. Dec. Total

Operating Costs

Grant Making and Networking

Program-Related Activities .
Endowment Establish

Evaluation

Total:

Cummulative Total:

f:\nrm\ibfp\AnnexF-sheet C:03/20/95

r-'
\,.:--"
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Period: Ann'ually

Annex F

ILLUSTRATIVE FORMAT FOR PROGRESS REPORTS

""l.~
~-..,-

Target Outputs Accomplishment To date Accomplishment Accomplishment
Element Description In Coop. Agreement up to In current in

Previous Reporting Period Reporting Period Current Reporting Period

Foundation Operation
and Governance

Grant Making and Networking

.

Program - Related Activities

.

.

Endowment Management

Evaluation

r:\nrm\ibrp\Annex F-sheel F:03l20J95

~~~,~,~~ -~
~~;i

{~

'-'./

03121195



Period: Quarterly

Annex F

ILLUSTRATIVE FORMAT FOR PROGRESS REPORTS

\
#~.,.

Target Outputs Accomplishment To date Accomplishment Activities
Element Description In Coop. Agreement up to In current Planned over

Previous Reporting Period Reporting Period Next 90 days

Foundation Operation
and Governance

Grant Making and Networking

Program - Related Activities

Endowment Management

Evaluation

f:\nrm\ibfp\Annex F-sheel E:03120J95

( ...
, .....
! '!

'1.,,-.-

03/21195



Period: Monthly

Annex F

ILLUSTRATIVE FORMAT FOR PROGRESS REPORTS

~)
';

Target Outputs Accomplishment To date Accomplishment Activities
Element Description In Coop. Agreement upto In current Planned over

Previous Reporting Period Reporting Period Next Month

Foundation Operation
and Governance

Grant Making and Networking

.

Program - Related Activities

Endowment Management

Evaluation

f:\nrm\ibfp\Annex F-sheet 0:03/18/95

I~'
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Annex F ~~"--~

ILLUSTRATIVE FORMAT FOR ANNUAL WORKPLAN
CY .....

1 of 6p..,..

Accomplishment To date
Target Outputs up to Activities Plan

Element Description In Coop. Agreement Previous Reporting Period January February

.
Foundation Operation

and Governance

Grant Making and Networking

.

Program - Related Activities

-

Endowment Management

Evaluation

f:\nrmlJbfp\Annex F-sheet G:03/20195 03121195

o
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Annex F

ILLUSTRATIVE FORMAT FOR ANNUAL WORKPLAN
CY .

-_?
..",,'"

r- a~v L VI V

Accomplishment To date
Target Outputs up to Activities Plan

Element Description In Coop. Agreement Previous Reporting Period March I April

Foundation Operation
and Governance

Grant Making and Networking

.

Program - Related Activities

Endowment Management

Evaluation

f:lnrm\ibfp\Annex F·sheel H:03120195

/
i

_:-." .
"',,'
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!

03121195



Annex F

ILLUSTRATIVE FORMAT FOR ANNUAL WORKPLAN
CY •..•...

,~". ,.
.0·"'-'·

I 0 v"" VI V

Accomplishment To date
Target Outputs up to Activities Plan

Element Description In Coop. Agreement Previous Reporting Period May June

Foundation Operation
and Governance .

Grant Making and Networking

.

Program - Related Activities

Endowment Management

Evaluation

f:\nrm\ibfp\Annex F-sheet 1:03120/95

" '

I

/

,/ '
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Annex F

ILLUSTRATIVE FORMAT FOR ANNUAL WORKPLAN
CY •.........

Paae 4 of6

Accomplishment To date
Target Outputs up to Activities Plan

Element Description In Coop. Agreement Previous Reporting Period July August

Foundation Operation
and Governance

Grant Making and Networking

.

Program - Related Activties

Endowment Management

Evaluation

t\nrm\ibfp\Annex F-sheet J:03120195 03121195
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Annex F

ILLUSTRATIVE FORMAT FOR ANNUAL WORKPLAN
CY .

5 of• u~ .....

Accomplishment To date
Target Outputs up to Activities Plan

Element Description In Coop. Agreement Previous Reporting Period September October

Foundation Operation
and Governance

Grant Making and Networking

.

Program - Related Activities

Endowment Management

Evaluation

f:\nrm\ibfp\Annex F-shee! K:03120/95 03121195

.., "
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Annex F

ILLUSTRATIVE FORMAT FOR ANNUAL WORKPLAN
Cy .

Paae6of6

Accomplishment To date
Target Outputs up to Activities Plan

Element Description In Coop. Agreement Previous Reporting Period November December

Foundation Operation
and Governance

Grant Making and Networkiflg

Program - Related Activities

Endowment Management

Evaluation

f:\nrm\ibfp\Annex F-shee! K03120195 03121195
/.,



j

./

Indonesian Biodiversity Fo'unclation - Project Paper

F. FORMAT FOR WORK AND FINANCIAL PLANS

VOI.UME II
.( 1\ NNEX ES )

J 0'.



~r··.· 1

Indonesian Biodiversity Foundation - Project Paper

G. SlJr\'lMARY OF B[ODIVERS[TY ACT[ON PLAN

VOLUME [I
(ANNEXES)

., .



Annex G
THE "NATIONAL BIODIVERSITY ACTION PLAN"

To start to address the issue of the loss of biodiversity
Indonesia's Ministry of National Development Planning issued a
National Biodiversity Action Plan (January, 1993) which sets
priorities for biodiversity conservation. The plan also
identifies various legal, economic, and organizational
improvements required to lay the foundation for a sustainable,
self-regUlating biodiversity resource sector. The goal of the
National Biodiversity Action Plan is to conserve as much as
possible of the biodiversity on which the livelihood and
prosperity of Indonesia depends.

Purposes of the Action Plan:
Procedurally the purpose of the Action Plan is three-fold:

(1) to constitute the biodiversity component for the
25-Year Development pian and for Repelita VI;

(2) to provide guidance for policy, legal and institutional
reforms; and

(3) to provide policy guidance for biodiversity projects.

Objectives:
The Action Plan has three major objectives:

1. to slow the loss of primary forests, wetlands, coral
reefs and other terrestrial and marine habitats of
primary importance for biodiversity;

2. to expand the data and information available on the
nation's biodiversity and make it available to policy
makers and the pUbliCi and

J. to foster the utilization of bioiogical resources in
ways that are sustainable and less harmful than current
practices.

These three objectives can only be attained through an integrated
and complementary process of institutional, policy and legal
reform and development, coupled with increased investments
through carefully developed projects.

Increased Community Participation:
Increased participation by the pUblic, par~icularly by
communities living in, and dependent on, areas of high
biodiversity, is a major objective of the Action Plan and an
important prerequisite for the Plan's implementation. It is
recognized that NGOs can play a prOductive role in increasing

'\ ')



,:~
, j participation and must be accepted as partners with government

agencies in working to conserve biodiversity.

Priority of In Situ Conservation:
The first priority for maintaining biodiversity must be in situ
conservation, both within the protected areas network and in
oceans, coastal zones, forests and mUltiple-use and agricultural
landscapes outside protected areas. Ex-situ conservation can be
a useful supplement to species protection within natural
ecosystems and for preservation of genetic variety in
agricultural systems.

Four Components to the Plan:
In accordance with these priorities, the National Biodiversit¥
Action Plan will comprise four main components:

in situ conservation in national parks, reserves and
protection forests;

in situ conservation outside the protected area network
in forests, wetlands and agricultural landscapes;

in situ conservation of marine and coastal resources;
and

ex-situ conservation including gene banks, seed banks,
preservation of crop varieties, and captive breeding
programmes.

stronger Policies, Institutions, Laws:
Successful implementation of the Action Plan in each of these
areas will require reform and strengthening of policies,
institutions and legal arrangements; strong inter-sectoral
cooperation; strengthening of arrangements for public
participation; setting realistic priorities; identification of
research, education and training needs; adequate investments in
training, manpower and other needs; careful and participatory
project development, and full economic evaluation of the costs
and benefits of both conservation and utilization of biological
resources.

2
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The .~ction Plan proposes that Indonesia implement over the next
five to 25 years a total of 54 recommendations covering six key
areas of institutional reform and strengthening:

1. leg islation,
2. institutional capability,
3. development of inter-sectoral coordinating

mechanisms,
4. allocation of management responsibilities,
5. needs and potential roles of local

communities, and
6. economic evaluation of costs and benefits

of biodiversity.

The Plan proposes the establishment of a Biodiversity Commission
with representatives from all key government agencies with
observers from the NGO, donor, and university communities. The
Action Plan's implementation strategy includes the following
points:

1. Organization of the Biodiversity Commission,
2. Institutional Actors,
3. Processes for Dialogue and Coordination,
4. Resource Needs,
5. Funding strategies and Mechanisms,
6. Economic Incentives and Penalties to Promote

Biodiversity Conservation,
7. Launching the Plan,
8. Securing Political and Financial Support,
9. Review Process, and

10. Projects to Increase Sustainable' Benefits from
Biodiversity.

The joint GOI-GOJ-USG Indonesian Biodiversity Conservation
Program i~tends to focus on several aspects of the Action Plan,
while the USAIDjIndonesia-funded Indonesian Biodiversity
Foundation project will concentrate on selected features of the
overall Action Plall.

'., ' 1:',.1 :11 ',I- I "
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A.I.D. PROJECT STATUTORY CHECKLIST

Introduction

The statutory checklist is divided into· two parts:
5C(1) - country Checklist; and 5C(2) - Assistance Checklist.

The country Checklist, composed of items affecting the
eligibility for foreign assistance of a country as a whole, is to
be reviewed and completed by AID/W at the beginning of each
fiscal year. In most cases responsibility for preparation of
responses to the Country Checklist is assigned to the desk
officers, who would work with the Assistant General Counsel for
their region. The responsible officer should ensure that this
part of the Checklist is updated periodically. The Checklist
should be attached to the first PP of the fiscal year and then
referenced in subsequent PPs~

The Assistance Checklist focuses on statutory items that
directly concern assistance resources. The Assistance Checklist
should be reviewed and completed in the field, but information
should be requested from Washington whenever necessary. A
completed Assistance Checklist should be included with each PP;
however, the list should also be reviewed at the time a PID is
.prepared so that legal issues that bear on project design are
identified early.

The country and Assistance Checklists are organized
according to categories of items relating to Development
Assistance, the Economic Support Fund, or both.

These Checklists include the applicable statutory criteria
from the Foreign Assistance Act of 1961 ("FAA"); various foreign
assistance, foreign relations, an~i-narcotics and international
trade authorization enactments; and the FY 1994 Foreign
Assistance Appropriations Act ("FY 1994 Appropriations Act").

These Checklists do not list every statutory provision that
might be relevant. For example, they do not include country
specific limitations enacted, usually for a single year, in a
foreign assistance appropriations act. Instead, the Checklists
are intended to provide a convenient reference for provisions of
relatively great importance and general applicability.

Prior to an actual obligation of funds, Missions are
encouraged to review any Checklist completed at an earlier phase
in a project or program cycle to determine whether more recently
enacted provisions of law included on the most recent Checklist
may now apply. Because of the reorganization and consolidation
of checklists reflected here, such review may be particularly
important this year. Space has been provided at the right of the
Checklist questions for responses and notes .

.
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SC(l) - COUNTRY CHECKLIST

Listed below are statutory criteria
applicable to the eligibility of countries to
receive the following categories of assistance:
(A) both Development Assistance and Economic
Support Funds; (B) Development Assistance
funds only; or (C) Economic Support Funds
only.

A. COUNTRY ELIGIBILITY CRITERIA APPLICABLE TO
BOTH DEVELOPMENT ASSISTANCE AND ECONOMIC
SUPPORT FUND ASSISTANCE

1. Narcotics certification

(FAA Sec. 490): (This provision applies to
assistance provided by grant, sale, loan,
lease, credit, guaranty, or insurance,
except assistance relating to
international narcotics control, disaster
and refugee relief assistance, narcotics
related assistance, or the provision of
food (including the monetization of food)
or m~dicine, and the provision of non
agricultural commodities under P.L. 480.
This provision also does not apply to
assistance for child survival and AIDS
programs which can, under section 522 of
the FY 1994 Appropriations Act, be made
available notwithstanding any provision of
law that restricts assistance to foreign
countries.) If the recipient is a "major
illicit drug producing country" (defined
as a country producing during a fiscal
year at least five metric tons of opium or
500 metric tons of coca or marijuana) or a
"major drug-transit country" (defined as a
country that is a significant direct
source of illicit drugs significantly
affecting the United States, through which
such drugs are transported, or through
which significant sums of drug-related
profits are laundered with 'the knowledge
or complicity of the government) :

(1) has the President in
the April 1 International Narcotics
Control Strategy Report (INCSR) determined
and certified to the Congress (without

..
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congressional enactment, within 45
calendar days, of a resolution
disapproving such a cer~ification), that
(a) during the previous year the country
has cooperated fully with the United
states or taken adequate steps on its own
to satisfy the goals and objectives
established by the U.N. Convention Against
Illicit Traffic in Narcotic Drugs and
Psychotropic Substances, or that (b) the
vital national interests of the United
states require the provision of such
assistance?

(2) with reg~rd to a major
illicit drug producing or drug-transit
country for which the President has not
certified on April 1, has the President
determined and certified to Congress on
any other date (with enactment by Congress
of a resolution approving such
certification) that the vital national
interests of the united states require the
provision of assistance, and has also
certified that (a) the country has
undergone a fundamental change in
government, or (b) there has been a
fundamental change in the conditions that
were the reason why the President had not
made a "fully cooperating" certification.

2. Indebtedness to U.S. cit~zens

(FAA Sec. 620(c): If assistance is to a
government, is the government indebted to
any U.s. citizen for goods or services
furnished or ordered where: (a) such
citizen has exhausted available legal
remedies, (b) the debt is not denied or
contested by such government, or (c) the
indebtedness arises under an unconditional
guaranty of payment given by such
government or controlled entity?

3. seizure of U.s. Property (FAA
Sec. 620(e) (1»: If assistance is to a
government, has it (including any
government agencies or sUbdivisions) taken
any action which has the effect of
nationalizing, expropriating, or otherwise
seizing ownership or control of property
of u.s. citizens or entities beneficially
Qwned by them without taking steps to ....

r •
. "

a) NA

b) NA

a) NA

b) NA

NA

NA
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discharge its obligations toward such
citizens or entities?

4. Communist countries (FAA Secs.
620(a), 620(f), 620Di FY 1994
Appropriations Act Secs: 507, 523): Is
recipient country a communist country? If
so, has the President: (a) determined
that assistance to the country is vital to
the security of the united states, that
the recipient country is not controlled by
the international Communist conspiracy,
and that such assistance will further
promote the independence of the recipient
country from international communism, or
(b) removed a country from applicable
restrictions on assistance to communist
countries upon a determination and report
to Congress that such action is important
to the national interest of the United
states? will assistance be provided
either directly or indirectly to Angola,
Cambodia, Cuba, Iraq, Libya, vietnam, Iran
or syria? Will assistance be provided to
Afghanistan without a certification, or
will assistance be provided inside
Afghanistan through the soviet-controlled
government of Afghanistan?

5. Mob Action. (FAA Sec. 620(j)):
Has the country permitted, or failed to
take adequate measures to prevent~ damage
or destruction by mob action of U.S.
property?

6. OPIC Investment Guaranty (FAA
Sec. 620(1)): Has the country failed to
enter into an investment guaranty
agreement with OPIC?

7. Seizure of u.s. Fishing Vessels
(FAA Sec. 620(0); Fishermen's Protective
Act of 1967 (as amended) Sec. 5): (a) Has
the country seized, or imposed any penalty
or sanction against, any U.S. fishing .
vessel because of fishing activities in
international waters? (b) If so, has any
deduction required by the Fishermen's
Protective Act been made?

8. Loan Default (FAA Sec. 620(q)i
FY 1994 Appropriations Act Sec. 512

--

No

No

No

No

No. See "Taking
into Consideratior
Memo dated Nov. 3C
1994

No. See "Taking
into Consideratior

3.) No. See "Takin~

into Consideratio~

b) NA

,,". 0,'
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(Brooke Amendment»: (a) Has the
government of the recipient country been
in default for more than six months on
interest or principal of any loan to the
country under the FAA? (b) Has the
country been. in default 'for more than one
year on interest or principal on any U.S.
loan under a program for which the FY 1990
Appropriations Act appropriates funds?

9. Military Equipment (FAA Sec.
620(s»: If contemplated assistance is
development loan or to come from Economic
Support Fund, has the Administrator taken
into account the percentage ~f the
country's budget and amount of the
country's foreign exchange or other
resources spent on military equipment?
(Reference may be made to the annual
"Taking Into 'Consideration" memo: "Yes,
taken into account by the ·Administrator at
time of approval of Agency OYB." This
approval by the Administrator of the
Operational Year Budget can be the basis
for an affirmative answer during the
fiscal year unless significant changes in
circumstances occur.)

10. Diplomatic Relations with U.S.
(FAA Sec. 620(t»: Has the country
severed diplomatic relations with the
United States? If so, have relatlons been
resumed and have new bilateral assistance
agreements been negotiated and entered
into since such resumption?

11. U.N. obligations (FAA Sec.
620(u»: What is the payment status of
the country's U.N. obligations? If the
country is in arrears, were such
arrearages taken into account by the
A.I.D. Administrator in determining the
current A.I.D. Operational Year BUdget?
(Reference may be made to the "Taking into
consideration" memo.)

12. International Terrorism

a. sanctuary and support (FY
1994 Appropriations Act Sec. 529; FAA
Sec. 620A): Has the country been
determined by the President to: (a) grant

a) No

b) No

NA

No

No· (Indonesia is'not
in arrears).

--
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sanctuary from prosecution to any
individual or group which has committed an
act of international terrorism, or (b)
otherwise support international terrorism,
unless the President has waived this
restriction on grounds of national
security or for humanitarian reasons?

b. Airport security (ISDCA of
1985 Sec. 552(b). Has the Secretary of
State determined that the country is a
high terrorist threat country after the
Secretary of Transportation has
determined, pursuant to section 1115(e) (2)
of the Federal Aviation Act ~f 1958, that
an airport in the country does not
maintain and administer effective security
measures?

13. countries that Export Lethal
Military Equipment (FY 1994 Appropriations
Act Sec. 573). Is assistance being made
available to a government which pro~ides

lethal military equipment to a country the
government of which the Secretary of State
has determined is a terrorist government
for purposes of section 40(d) of the Arms
Export Control Act?

14. Discrimination (FAA Sec.
666(b)): Does the country object, on the
basis of race, religion, nationarorigin
or sex, to the presence of any officer or
employee of the U.S. who is present in
such country to carry out economic
development programs under the FAA?

15. Nuclear Technology (FAA Sees.
669, 670): Has the country, after August
3, 1977, delivered to any other country or
received nuclear enrichment or
reprocessing equipment, materials, or
technology, without specified arrangements
or safeguards, and without special
certification by the President? Has it
transferred a nuclear explosive device to
a non-nuclear weapon state, or if such a
state, either received or detonated a·
nuclear explosive device? If the country
is a non-nuclear weapon state, has it, on
or after August 8, 1985, exported (or
attempted to export) illegally from the ....

a) No

b) No

No

No

No

No

"', .
" ".
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united states any material, equipment, or
technology which would contribute
significantly to the ability of a country
to manufacture a nuclear explosive device?
(FAA Sec. 620E permits a special waiver of
Sec. 669 for, Pakistan.) .

16. Algiers Meeting (ISDCA of 1981,
Sec. 720): Was the country represented at
the Meeting of Ministers of Foreign
Affairs and Heads of Delegations of the
Non-Aligned countries to the 36th General
Assembly of the U.N. on Sept. 25 and 28,
1981, and did it fail to disassociate
itself from the communique issued? If so,
has the President taken it into account?
(Reference may be made to the "Taking into
consideration" memo.)

17. Military Coup (FY 1994
Appropriations Act Sec. 508): Has the
duly elected Head of Government of the
country been deposed by military coup or
decree? If assistance has been
terminated, has the President notified
Congress that a democratically elected
government has taken office prior to the
resumption of assistance?

Yes (see "1;'aking into
Consideration" memo), .

No

(.
'-':";;,;

B.

18. Exploitation of Children (FAA
Sec. 116(b»: Does the recipient No
government fail to take appropria~e and
adequate measures, within its means, to
protect children from exploitation, abuse
or forced conscription into military or
paramilitary services?

19. Parking Fines (FY 1994
Appropriations Act Sec. 574): Has the
overall assistance allocation of funds for Yes
a country taken into account the
requirements of this section to reduce
assistance by 110 percent of the amount of
unpaid parking fines owed to the District
of Columbia as of September JO, 199J?

COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO DEVELOPHENT ASSISTANCE ("DA")·

Human Rights Violations (FAA Sec.
116): Has the Department of State

~... "
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determined that this government has
engaged in a consistent pattern of gross
violations of internationally recognized
human rights? If so, can it be
demonstrated that contemplated assistance
will directly benefit the needy?

C. COUNTRY ELIGIBILITY CRITERIA APPLICABLE
ONLY TO ECONOMIC SUPPORT FUNDS ("ESF")

Human Rights Violations (FAA Sec.
502B): Has it been determined that the
country has engaged in a consistent
pattern of gross violations of
internationally recognized human rights?
If so, has the President found that the
country made such significant improvement
in its human rights record that furnishing
such assistance is in the U.S. national
interest?

SC(2) - ASSISTANCE CHECKLIST

Listed below are statutory criteria
applicable to the assistance resources
themselves, rather than to the eligibility of a
country to receive assistance. This section is
divided into three parts. Part A includes
criteria applicable to both Development
Assistance and Economic Support Fund resources.
Part B includes criteria applicable only to
Development Assistance resources. Par~ C
includes criteria applicable only to Economic
Support Funds.

CROSS REFERENCE: IS COUNTRY CHECKLIST UP TO
DATE?

A. CRITERIA APPLICABLE TO BOTH DEVELOPMENT
ASSISTANCE AND ECONOMIC SUPPORT FUNDS

1. Host country Development Efforts
(FAA Sec. G01(a)): Information and
conclusions on whether assistance will
encourage efforts of the country to:
(a) increase the flow of international
trade; (b) foster private initiative and
competition; (c) encourage development and
use of cooperatives, credit unions, and
savings and loan associations;

No

NA

No. This project is a biodi
versity conservation project
and, is not designed to
directly affect trade,
competition or encourage
cooperatives, etc., however,
one or more of these concer~

may be affected indirectly
as a result of the foundatic

~".'.
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(d) discourage monopolistic practices; (e)
improve technical efficiency of'industry,
agriculture, and comme~e; and (f)
stren9then free labor unions.

2. U.S. Private Trade and Investment
(FAA Sec. 601(b»: Information and
conclusions on how assistance will
encourage u.s. private trade and
investment abroad and encourage private
u.s. participation in foreign assistance
programs (including use of private trade
channels and the services of U.S. private
enterprise) .

3. congressional Notification

a. General requirement (FY 1994
Appropriations Act Sec. 515; FAA Sec.
634A): If money is to be obligated for an
activity not previously justified to
Congress, or for an amount in excess of
amount previously justified to Congress,
has Congress been properly notified
(unless the Appropriations Act
notification requirement has been waived
because of substantial risk to human
health or welfare)?

b. special notification
requirement (FY 1994 Appropriations Act
Sec. 520): Are all activities proposed
for obligation sUbject to prior
congressional notification?

c. Notice of account transfer
(FY 1994 Appropriations Act Sec. 509): If
funds are being obligated under an
appropriation account to which they were
not appropriated, has the President
consulted with and provided a written
justification to the House and Senate
Appropriations Committees and has such
obligation been subject to regular
notification procedures?

c. Cash transfers and
nonproject sector assistance (FY 1994
Appropriations Act Sec. 537(b) (3»: If
funds are to be made available in the form
of cash transfer or nonproject sector
assistance, has the Congressional notice

--

The endowment fund of the
Foundation will be managed
by U.S. private sector
investment firm in instru
ments in the U.S.

NA

Yes

NA

NA

\
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included a detailed description of how the
funds will be used, with a discussion of
U.S. interests to be served and a
description of any economic policy reforms
to be promoted?

4. Engineering and Financial Plans
(FAA Sec. 611(a»: Prior to an obligation
in excess of $500,000, will there be: (a)
engineering, financial or other plans
necessary to carry out the assistance; and
(b) a reasonably firm estimate of the cost
to the U.S. of the assistance?

5. Legislative Action rFAA Sec.
611(a) (2)): If legislative action is
required within recipient country with
respect to an obligation in excess of
$500,000, what is the basis for a
reasonable expectation that such action
will be completed in time to permit
orderly accomplishment of the purpose of
the assistance?

6. Water Resources (FAA Sec.
6l1(b)): If project is for water or
water-related land resource construction,
have benefits and costs been computed to
the extent practicable in accordance with
the principles, standards, and procedures
established pursuant to the Water
Resources Planning Act (42 U. S. C.-1962, et
seq.)? (See A.I.D. Handbook 3 for
guidel ines. )

7. Cash TransferjNonproject Sector
Assistance Requirements (FY 1994
Appropriations Act Sec. 537). If
assistance is in the form of a cash
transfer or nonproject sector assistance:

a. Separate account: Are all
such cash payments to be maintained by the
country in a separate account and not
commingled with any other funds (unless
such requirements are waived by
congressional notice for nonproject sector
assistance)?

b. Local currencies: If
assistance is furnished to a foreign
government under arrangements which result

a) Yes

b) Yes

No complications
expected

NA

NA

-'~ ,. "
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in the generation of local currencies:

(I) Has-A.I.D. (a)
required that local currencies be
deposited in a separate account
established by the recipient government,
(b) entered into.an agreement with that
government providing the amount of local
currencies to be generated and the terms
and conditions under which the currencies
so deposited may be utilized, and (c)
established by agreement the
responsibilities of A.I.D. and that
government to monitor and account for
deposits into and disbursemeats from the
separate account?

(2) will such local
currencies, or an equivalent amount of
local currencies, be used only to carry
out the purposes of the DA or ESF chapters
of the FAA (depending on which chapter is
the source of the assistance) or for the
administrative requirements of the United
states Government?

(3) Has A.I.D. taken all
appropriate steps to ensure that the
equivalent of local currencies disbursed
from the separate account are used for the
agreed purposes?

(4) If assistance is
terminated to a country, will any
unencumbered balances of funds remaining
'in a separate account be disposed of for
purposes agreed to by the recipient
government and the united states
Government?

8. capital Assistance (FAA Sec.
611(e»: If project is capital assistance
(~, construction), and total U.S.
assistance for it will exceed $1 million,
has Mission Director certified and
Regional Assistant Administrator taken
into consideration the country's
capability to maintain and utilize the
project effectively?

9. MUltiple Country Objectives (FAA
Sec. 601(a)): Information and conclusions

NA

NA

NA

NA

NA

No. This project is a biodi
versity conservation project

..." .. .,
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on whether projects will encourage efforts
of the country to: (a) increase the flow
of international trade, (b) foster private
initiative and competition; (c) encourage
development and use of cooperatives,
credit unions, and savings and loan
associations; (d) discourage monopolistic
practices; (e) improve technical
efficiency of industry, agriculture and
commerce; and (f) strengthen free labor
unions.

10. U.S. Private Trade (FAA Sec.
601(b)): Information and conclusions on
how project will encourage U~S. private
trade and investment, abroad and encourage
private u.s. participation in foreign
assistance programs (including use of
private trade channels and the services of
u.s. private "enterprise).

11. Local Currencies

a. Recipient contributions
(FAA Secs. 612(b), 636(h)): Describe
steps taken to assure that, to the maximum
extent possible, the country is
contributing local currencies to meet the
cost of contractual and other services,
and foreign currencies owned by the u.s.
are utilized in lieu of dollars.

b. U.S.-Owned currency (FAA
Sec. 612(d)): Does the u.s. own excess
foreign currency of the country and, if
so, what arrangements have been made for
its release?

12. Trade Restrictions

a. Surplus Commodities (FY 1994
Appropriations Act Sec. 513(a)): If
assistance is for the production of any
commodity for export, is the commodity
likely to be in surplus on world markets
at the time the resulting productive
capacity becomes operative, and is such
assistance likely to cause substantial
injury to u.s. producers of the same,
similar or competing commodity?

b. Textiles (Lautenberq

and is not designed to directly
affect trade, competition or

, encourage comperatives etc.;
however, one or more of these
concerns may be affected in
directly as a result of the
foundation.

The endowment fund of the
Foundation will be managed by
U.S. private sector investment
firm in instruments in the U.S.

NA (Pro Ag is not
with the GOl)

NA

NA

~, ..
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Amendment) (FY 1994 Appropriations Act
Sec. 513(c»: will the assistance (except
for programs in caribbean Basin Initiative
countries under u.S. Tariff Schedule
"section 807,11 which allows reduced
tariffs on articles assembled abroad from
U.S.-made components) be used directly to
procure feasibility studies,
prefeasibility studies, or project
profiles of potential investment in, or to
assist the establishment of facilities
specifically designed for, the manufacture
for export to the united States or to
third country markets in direct
competition with U.S. exports, of
textiles, apparel, footwear, handbags,
flat goods (such as wallets' or coin purses
worn on the person), work gloves or
leather wearing apparel?

13. Tropical Forests (FY 1991
Appropriations Act Sec. 533(c) (3) (as
referenced in section 532(d) of the FY
1993 Appropriations Act): will funds be
used for any program, project or activity
which would (a) result in any significant
loss of tropical forests, or (b) involve
industrial timber extraction in primary
tropical forest areas?

14. PVO Assistance

a. AUditing and registration
(FY 1994 Appropriations Act Sec. 568): If
assistance is being made available to a
PVO, has that organization provided upon
timely request any document, file, or
record necessary to the aUditing
requirements of A.I.D., and is the PVO
registered with A.I.D.?

b. Funding sources (FY 1994
Appropriations Act, Title II, under
heading "Private and Voluntary
Organizations"): If assistance is to be
made to a United States PVC (other than a
cooperative development organization),
does it obtain at least 20 percent of its
total annual funding for international
activities from sources other than the
United States Government?

NA

a) No

b) No

Yes

NA

..
, '.

"\
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15. project Agreement Documentation
(state Authorization Sec. 139 (as
interpreted by conferenee report)): Has
confirmation of the date of signing of the
project agreement, including the amount
involved, been cabled to State LIT and
A.I.D. LEG within 60 days of the
agreement's entry into force with respect
to the united states, and has the full
text of the agreement been pouched to
those same offices? (See Handbook 3,
Appendix 6G for agreements covered by this
provision) .

16. Metric System (Omnibus Trade and
competitiveness Act of 1988 Sec. 5164, as
interpreted by conference report, amending
Metric conversion Act of 1975 Sec. 2, and
as implemented through A.I.D. policy):
Does the assistance activity use the
metric system of measurement in its
procurements, grants, and other
business-related activities, except to the
extent that such use is impractical or is
likely to cause significant inefficiencies
or loss of markets to united States firms?
Are bulk purchases usually to be made in
metric, and are components, sUbassemblies,
and semi-fabricated materials to be
specified in metric units when
economically available and technically
adequate? will A.I.D. specificatYons use
metric units of measure from the earliest
programmatic stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

17. Abortions (FAA Sec. 104(f); FY
1994 Appropriations Act, Title II, under
heading "Population, DA," and Sec. 518):

a. Are any of the funds to be
used for the performance of abortions as a
method of family planning or to motivate
or coerce any person to practice
abortions?

b. Are any of the funds to be
used to pay for the performance of

Yes

Yes

NA (project does not
deal with
abortions)

.., .".
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involuntary sterilization as a method of
family planning or to coerce or provide
any financial incentiv~to any person to
undergo sterilizations?

c.. Are any of the funds to be
made available to any organization or
program which, as determined by the
President, supports or participates in the
management of a program of coercive
abortion or involuntary sterilization?

d. will funds be made available
only to voluntary family planning projects
which offer, either directly-or through
referral to, or information about access
to, a broad range of family planning
methods and services? (As a legal matter,
DA only.)

e. In awarding grants for
natural family planning, will any
applicant be discriminated against because
of such applicant's religious or
conscientious commitment to offer only
natural family planning? (As a legal
matter, DA only.)

f. Are any of the funds to be
used to pay for any biomedical research
which relates, in whole or in part, to
methods of, or the performance or;
abortions or involuntary sterilization as
a means of family planning?

g. Are any of the funds to be
made available to any organization if the
President certifies that the use of these
funds by such organization would violate
any of the above provisions related to
abortions and involuntary sterilization?

18. cooperatives (FAA Sec. 111):
will assistance help develop cooperatives,
especially by technical assistance, to
assist rural and urban poor to help
themselves toward a better life?

19. U.S.-Owned Foreign Currencies

a. Use of currencies (FAA Sees.
612(b), 636(h)i FY 1994 Appropriations Aet

NA

NA

NA

NA

NA

NA

NA

--
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Secs. 503, 505): Are steps being taken to
assure that, to the maximum extent
possible, foreign currencies owned by the
U.S. are utilized in lieu of dollars to
meet the cost of contractual and other
services. .

b. Release of currencies (FAA
Sec. 612(d)): Does the U.S. own excess
foreign currency of the country and, if
so, what arrangements have been made for
its release?

20. Procurement

a. Small business (FAA Sec.
602(a)): Are there arrangements to permit
U.S. small business to participate
equitably in the furnishing of commodities
and services 'financed?

b. U.S. procurement (FAA Sec.
604(a): will all procurement be from the
U.S., the recipient country, or developing
countries except as otherwise determined
in accordance with the criteria of this
section?

c. Marine insurance (FAA Sec.
604(d)): If the cooperating country
discriminates against marine insurance
companies authorized to do business in the
U.S., will commodities be insured in the
United States against marine risk with
such a company?

d. Non-U.S. agricultural
procurement (FAA Sec. 604(e)): If
non-U.S. procurement of agricultural
commodity or product thereof is to be
financed, is there provision against such
procurement when the domestic price of
such commodity is less than parity?
(Exception where commodity financed could
not reasonably be procured in u.S.)

e. Construction or engineering
servic~s (FAA Sec. 604(g)): Will
construction or engineering services be
procured from firms of advanced developing
countries which are otherwise eligible
under Code 941 and which have attained a

NA

NA

Yes

Yes

NA

NA (no agricultural
procurement)

NA (no engineering
services required)

~

.' .. '.
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competitive capability in international
markets in one of these areas? (Exception
for those countries whi~h receive direct
economic assistance under the FAA and
permit united states firms to compete for
construction or engineering services
financed from assistance programs of these
countries. )

f. cargo preference shipping
(FAA Sec. 603»: Is the shipping excluded
from compliance with the requirement in
section 901(b) of the Merchant Marine Act
of 1936, as amended, that at least
50 percent of the gross tonnage of
commodities (computed separately for dry
bulk carriers, dry cargo liners, and
tankers) financed shall be transported on
privately owned u.s. flag commercial
vessels to the extent such vessels are
available at fair and reasonable rates?

g. Technical assistance
(FAA Sec. 621(a»: If technical
assistance is financed, will such
assistance be furnished by private
enterprise on a contract basis to the
fullest extent practicable? will the
facilities and resources of other Federal
agencies be utilized, when they are
particularly suitable, not competitive
with private enterprise, and made
available without undue interference with
domestic programs?

h. u.s. air carriers
(International Air Transportation Fair
competitive Practices Act, 1974): If air
transportation of persons or property is
financed on grant basis, will u.S.
carriers be used to the extent such
service is available?

i. consulting services
(FY 1994 Appropriations Act Sec. 567): If
assistance is for consulting service
through procurement contract pursuant to 5
U.S.C. 3109, are contract expenditures a
matter of pUblic record and available for
public inspection (unless otherwise
provided by law or Executive order)?

NA (no shipping
required)

Yes

Yes

Yes
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j. Metric conversion
(Omnibus Trade and competitiveness Act of
1988, as interpreted b~conference report,
amending Metric Conversion Act of 1975
Sec. 2, and as implemented through-A.I.D.
policy): Does the assistance program use
the metric system of measurement in its
procurements, grants, and other
business-related activities, except to the
extent that such use is impractical or is
likely to cause significant inefficiencies
or loss of markets to united States firms?
Are bulk purchases usually to be made in
metric, and are components, subassemblies,
and semi-fabricated materials to be
specified in metric units when
economically available and technically
adequate? will A.I.D. specifications use
metric units of measure from the earliest
programmatic stages, and from the earliest
documentation of the assistance processes
(for example, project papers) involving
quantifiable measurements (length, area,
volume, capacity, mass and weight),
through the implementation stage?

k. competitive Selection
Procedures (FAA Sec. 601(e»: will the
assistance utilize competitive selection
procedures for the awarding of contracts,
except where applicable procurement rules
allow otherwise? -

1. Chemical Weapons (FY 1994
Appropriations Act Sec. 569): will the
assistance be used to finance the
procurement of chemicals that may be used
for chemical weapons production?

21. Construction

a. Capital project (FAA Sec.
G01(d»: If capital (~, construction)
project, will U.S. engineering and
professional services be used?

b. Construction contract (FAA
Sec. 611 (c»: If contracts for
construction are to be financed, will they
be let on a competitive basis to maximum
extent practicable?

Yes

Yes

NA

NA

NA

J
~..

- ".
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c. Large projects,
congressional approval (FAA Sec. 620(k)):
If for construction of -productive
enterprise, will aggregate value of
assistance to be furnished by the U.S. not
exceed $100 million (ex6ept for productive
enterprises in Egypt that were described
in the Congressional Presentation), or
does assistance have the express approval
of Congress?

22. u.s. Audit Rights (FAA Sec.
301(d)): If fund is established solely by
U.S. contributions and administered by an
international organization, does
Comptroller General have audit rights?

23. communist Assistance (FAA Sec.
620(h). Do arrangements exist to insure
that united States foreign aid is not used
in a manner Which, contrary to the best
interests of the United States, promotes
or assists the foreign aid projects or
activities of the Communist-bloc
countries?

24. Narcotics

a. Cash reimbursements (FAA
Sec. 483): will arrangements preclude use
of financing to make reimbursements, in
the form of cash payments, to persons
whose illicit drug crops are eradicated?

b. Assistance to narcotics
traffickers (FAA Sec. 487): will
arrangements take "all reasonable steps"
to preclude use of financing to or through
individuals or entities which we know or
have reason to believe have either: (1)
been convicted of a violation of any law
or regulation of the United states or a
foreign country relating to narcotics (or
other controlled substances); or (2) been
an illicit trafficker in, or otherwise
involved in the illicit trafficking of,
any such controlled substance?

25. Expropriation and Land Reform
(FAA Sec. 620(g)): will assistance
preclude use of financing to compensate
owners for expropriated or nationalized ,"

NA

NA

NA

Yes

Yes

Yes

[
I
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property, except to compensate foreign
nationals in accordance with a land reform
program certified by the President?

26. Police and Prisons (FAA Sec.
660): Will assistance preclude use of
financing to provide training, advice, or
any financial support for police, prisons,
or other law enforcement forces, except
for narcotics programs?

27. CIA Activities (FAA Sec. 662):
will assistance preclude use of financing
for CIA activities?

28. Motor Vehicles (FAA Sec.
636(i)): will assistance preclude use of
financing for purchase, sale, long-term
lease, exchange or guaranty of the sale of
motor vehicles manufactured outside U.S.,
unless a waiver is obtained?

29. Export of Nuclear Resources (FY
1994 Appropriations Act Sec. 506): will
assistance preclude use of financing to
finance the export of nuclear equipment,
fuel, or technology?

30. PUblicity or Propaganda (FY 1994
Appropriations Act Sec. 557): will
assistance be used for pUblicity or
propaganda purposes designed to support or
defeat legislation pending before
Congress, to influence in any way the
outcome of a political election in the
United States, or for any pUblicity or
propaganda purposes not authorized by
Congress?

31. Marine Insurance (FY 1994
Appropriations Act Sec. 531): will any
A.I.D. contract and solicitation, and
subcontract entered into under such
contract, include a clause requiring that
U.S. marin8 insuranc8 compani8s have a
fair opportunity to bid for marine
insuranc8 when such insurance is necessary
or appropriate?

32. Exchange for Prohibited Act (FY
1994 Appropriations Act Sec. 533): will
any assistance be provided to any foreign

Yes

Yes

Yes

Yes

No

NA (no shipping
anticipated)

, .
'.
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government (including any instrumentality
or agency thereof), foreign person, or
united states person in-exchange for that
foreign government or person undertaking
any action which is, if carried out by the
united states Government, a united states
official or employee, expressly prohibited
by a provision of united states law?

33. Commitment of Funds (FAA Sec.
635(h)): Does a contract or agreement
entail a commitment for the expenditure of
funds during a period in excess of 5 years
from the date of the contract or
agreement?

34. Impact on U.S. Jobs (FY 1994
Appropriations Act, Sec. 547):

a. will any financial incentive
be provided to a business located in the
u.s. for the purpose of inducing that
business to relocate outside the u.s. in a
manner that would likely reduce the number
of u.s. employees of that business?

b. will assistance be provided
for the purpose of establis~ing or
developing an export processing zone or
designated area in which the country's
tax, tariff, labor, environment, and
safety laws do not apply? If sO,-has the
President determined and certified that
such assistance is not likely to cause a
loss of jobs within the U.s.?

c. will assistance be provided
for a project or activity that contributes
to.the violation of internationally
recognized workers rights, as defined in
section 502(a) (4) of the Trade Act of
1974, of workers in the recipient country,
or will assistance be for the informal
sector, micro or small-scale enterprise,
or smallholder agriculture?

CRITERIA APPLICABLE TO DEVELOPMENT
ASSISTANCE ONLY

1. Agricultural Exports (Bumpers
Amendment) (FY 1994 Appropriations Act

No

No'

No

No

No

, .. "
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Sec. 513(b), as interpreted by conference
report for original enactment): If
assistance is for agricultural development
activities (specifically, any testing or
breeding feasibility st~dy, variety
improvement or introduction, consultancy,
pUblication, conference, or training), are
such activities: (1) specifically and
principally designed to increase
agricultural exports by the host country
to a country other than the united States,
where the export would lead to direct
competition in that third country with
exports of a similar commodity grown or
produced in the united States, and can the
activities reasonably be expected to cause
substantial injury to u.S. exporters of a
similar agricultural commodity; or (2) in
support of research that is intended
primarily to benefit u.S. producers?

2. Tied Aid Credits (FY 1994
Appropriations Act, Title II, under
heading IIEconomic support Fund ll ): will DA
funds be used for tied aid credits?

3. Appropriate Technology (FAA Sec.
107): Is special emphasis placed on use
of appropriate technology (defined as
relatively smaller, cost-saving,
labor-using technologies that are
generally most appropriate for the small
farms, small businesses, and small incomes
of the poor)?

4. Indigenous Needs and Resources
(FAA Sec. 281(b»: Describe extent to
which the activity recognizes the
particular needs, desires, and capacities
of the people of the country; utilizes the
country's intellectual resources to
encourage institutional development; and
supports civic education and training in
skills required for effective
participation in governmental and
political processes essential to
self-government.

5. Economic Development (FAA Sec.
101(a»: Does the activity give
reasonable promise of contributing to the
development of economic resources, or to

NA

NA

Yes

The Foundation will review
proposals and applications
from Indonesian NGOs to fund
activities that are important
to the conservation of
Indonesia's biodiversity

Yes

~ .
"
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the increase of productive capacities and
self-sustaining economic growth?

G. special Development Emphases (FAA
Secs. 102 (b), 113, 281 (a) ): Describe
extent to which activit~ will: (a)
effectively involve the poor in
development by extending access to economy
at local level, increasing labor-intensive
production and the use of appropriate
technology, dispersing investment from
cities to small towns and rural areas, and
insuring wide participation of the poor in
the benefits of development on a sustained
basis, using appropriate U.S~ .
institutions; (b) encourage democratic
private and local governmental
institutions; (c) support the self-help
efforts of developing countries; (d)
promote the participation of women in the
national economies of developing countries
and the improvement of women's status; and
(e) utilize and encourage' regional
cooperation by developing countries.

7. Recipient country Contribution
(FAA Secs. 110, 124(d»: will the
recipient country provide at least "25
percent of the costs of the program,
project, or activity with respect to which
the assistance is to be furnished (or is
the latter cost-sharing requirement being
waived for a "relatively least developed"
country)?

8. Benefit to Poor Majority (FAA
Sec. 128(b»: If the activity attempts
increase the institutional capabilities
private organizations or the government
the country, or if it attempts to
stimulate scientific and technological
research, has it been designed and will it (
be monitored to ensure that the ultimate
beneficiaries are the poor majority?

9. Contract Awards (FAA Sec.
GOl(e»: will the project utilize
competitive selection procedures for the
awarding of contracts, except where
applicable procurement rules allow
otherwise? .

This project is a biodiversit
conservation project and is
not designed to directly
affect poverty alleviation,
develop democracy and local
governments etc. However, one
or more of these concerns may
be affected indirectly as a
result of the foundation.

Yes

Yes
)

\~

!

), .
'-..'- ---:..----

Yes
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10. Disadvantaged Enterprises (FY
1994 Appropriations Act Sec. 558): What
portion of the funds will be· available
only for activities of economically and
socially disadvantaged enterprises,
historically black coll~ges and
universities, colleges and universities
having a student body in which more than
40 percent of the students are Hispanic
Americans, and private and voluntary
organizations which are controlled by
individuals who are black Americans,
Hispanic Americans, or Native Americans,
or who are economically or socially
disadvantaged (including women)?

11. Biological Diversity (FAA Sec.
119 (g): will the assistance: (a) support
training and education efforts which
improve the capacity of recipient
countries to prevent loss of biological
diversity; (b) be provided under a
long-term agreement in which the recipient
country agrees to protect ecosystems or
other wildlife habitats; (c) support
efforts to identify and survey ecosystems
in recipient countries worthy of
protection; or (d) by any direct or
indirect means significantly degrade
national parks or similar protected areas
or introduce exotic plants or animals into
such areas?

12. Tropical Forests (FAA Sec. 118;
FY 1991 Appropriations Act Sec. 533(c) as
~eferenced in section 532(d) .of the FY
1993 Appropriations Act) :

a. A.I.D. Regulation 16: Does
the assistance comply with the
environmental procedures set forth in'
A.I.D. Regulation 16?

b. Conservation: Does the
assistance place a high priority on
conservation and sustainable management of
tropical forests? Specifically, does the
assistance, to the fullest extent
feasible: (1) stress the importance of
conserving and sustainably managing'forest
resources; (2) support activities which
offer employment and income alternatives

(

NA

a) Yes

b) Yes

c) Yes

d) No.:...

Yes

Yes (to all)

--

()
'. !
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to those who otherwise would cause
destruction and loss of forests, and help
countries identify and-implement
alternatives to colonizing. forested areas;
(3) support training pr~grams, educational
efforts, and the establishment or
strengthening of-institutions to improve
forest management; (4) help end
destructive slash-and-burn agriculture by
supporting stable and productive farming
practices; (5) help conserve forests
which have not yet been degraded by
helping to increase production on lands
already cleared or degraded; (6) conserve
forested watersheds and rehabilitate those
which have been deforested; (7) support
training, research, and other actions
which lead to sustainable and more
environmentally sound practices for timber
harvesting, removal, and processing; (8)
support research to expand knowledge of
tropical forests and identify alternatives
which will prevent forest destruction,
loss, or degradation; (9) conserve
biological diversity in forest areas by
supporting efforts to identify, establish,
and maintain a representative network of
protected tropical forest ecosystems on a
worldwide basis, by making the
establishment of protected areas a
condition of support for activities
involving forest clearance or degradation,
and by helping to identify tropical forest
ecosystems and species in need of
protection and establish and maintain
appropriate protected areas; (10) seek to
increase the awareness of u.s. Government
agencies and other donors of the immediate
and long-term value of tropical forests;
(11) utilize the resources and abilities
of all relevant u.s. government agencies;
(12) be based upon careful analysis of the
alternatives available to achieve the best
sustainable use of the land; and (13)
take full account of the environmental
impacts of the proposed activities on
biological diversity?

c. Forest degradation: will
assistance be used for: (1) the
procurement or use of logging equipment,
unless an environmental assessment ..'

1) No

."..

--
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indicates that all timber harvesting
operations involved will be conducted in
an environmentally sound manner and that
the proposed activity will produce
positive economic benefits and sustainable
forest management systems; (2) actions
which will significantly degrade national
parks or similar protected areas which
contain tropical forests, or introduce
exotic plants or animals into such areas;
(3) activities which would result in the
conversion of forest lands to the rearing
of livestock; (4) the construction,
upgrading, or maintenance of roads
(including temporary haul roads for
logging or other extractive industries)
which pass through relatively undergraded
forest lands; (5) the colonization of
forest lands; or (6) the construction of
dams or other· water control structures
which flood relatively undergraded forest
lands, unless with respect to each such
activity an environmental assessment
indicates that the activity will
contribute significantly and directly to
improving the livelihood of the rural poor
and will be conducted in an
environmentally sound manner which
supports sustainable development?

d. Sustainable forestry: If
assistance relates to tropical forests,
will project assist countries in
developing a systematic anaJysis of the
appropriate use of their total tropical
forest resources, with the goal of
developing a national program for
sustainable forestry?

e. Environmental impact
statements: will funds be made available
in accordance with provisions of FAA
section 117(c) and applicable A.I.D.
regulations requiring an environmental
impact statement for activities
significantly affecting the environment?

13. Energy (FY 1991 Appropriations
Act Sec. 533(c) as referenced in section
532(d) of the FY 1993 Appropriations Act):
If assistance relates to energy, will such
assistance focus on: (a) end-use energy

2) No

3) No

4) No

5) No
6) No

Yes

Yes

NA

J •..
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efficiency, least-cost energy planning,
and renewable energy resources, and (b)
the key countries wher~assistance would
have the greatest impact on reducing
emissions from greenhou~e gases?

14. Debt-for-Nature Exchange (FAA
Sec. 463): If project will finance a
debt-for-nature exchange, describe how the
exchange will support protection of: (a)
the world's oceans and atmosphere, (b)
animal and plant species, and (c) parks
and reservesi or describe how the exchange
will promote: (d) natural resource
management, (e) local conservation
programs, (f) conservation training
programs, (g) public commitment to
conservation, (h) land and ecosystem
management, and (i) regenerative
approaches in farming, forestry, fishing,
and watershed management.

15. Deob1igationjReobligation
(FY 1994 Appropriations Act Sec. 510): If
deobjreob authority is sought to be
exercised in the provision of DA
assistance, are the funds being obligated
for the same general purpose, and for
countries within the same region as
originally obligated, and have the House
and Senate Appropriations Committees been
properly notified?

16. Loans

a. Repayment capacity (FAA Sec.
l22(b»: Information and conclusion on
capacity of the country to repay the loan
at a reasonable rate of interest.

b. Long-range plans (FAA Sec.
122(b)): Does the activity give
reasonable promise of assisting long-range
plans and programs designed to develop
economic resources and increase productive
capacities?

c. Interest rate (FAA Sec.
122(b»: If development loan is repayable
in dollars, is interest rate at least 2
percent per annum during a grace period
which is not to exceed ten years, and at

NA

NA

NA

NA

NA

"
~ .

, "
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least 3 percent per annum thereafter?

d. Exports to united states
(FAA Sec. 620(d»: If assistance is for
any productive enterpri~e which will
compete with U.S. enterprises, is there an
agreement by the recipient country to
prevent export to the u.s. of more than 20
percent of the enterprise's annual
production during the life of the loan, or
has the requirement to enter into such an
agreement been waived by the President
because of a national security interest?

17. Development Objectives (FAA
Sees. 102 (a), 111, 113, 281(a»: Extent
to which activity will: (1) effectively
involve the poor in development, by
expanding access to economy at local
level, increasing labor-intensive
production and the use of appropriate
technology, spreading investment out from
cities to small towns and rural areas, and
insuring wide participation of the poor in
the benefits of development on a sustained
basis, using the appropriate U.S.
institutions; (2) help develop
cooperatives, especially by technical
assistance, to assist rural and urban poor
to help themselves toward better life, and
otherwise encourage democratic private and
local governmental institutions; 13)
support the self-help efforts of
developing countries; (4) promote the
participation of women in the national
"economies of developing countries and the
improvement of women's status; and (5)
utilize and encourage regional cooperation
by developing countries?

18. Agriculture, Rural Development
and Nutrition, and Agricultural Research
(FAA Sees. 103 and 103A):

a. Rural poor and small
farmers: If assistance is being made
available for agriculture, rural
development or nutrition, describe extent
to which activity is specifically designed
to increase productivity and income of
rural poor; or if assistance is being
made available for agricultural research,

NA

This project is a biodiversity
conservation project and is not
designed to directly affect
these concerns. However, one o~

more of these concerns may be
affected as a result of the
foundation.

This project is a biodiversity
conservation project and is not
designed to directly affect
these concerns. However, one 01

more of these concerns may be
affected as a result of the

.... foundation.

"'---.".
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has account been taken of the needs of
small farmers, and extensive use of field
testing to adapt basic-research to local
conditions shall be made.

b., Nutrition: Describe extent
to which assistance is used in
coordination with efforts carried out
under FAA section 104 (Population and
Health) to help improve nutrition of the
people of developing countries through
encouragement of increased production of
crops with greater nutritional value;
improvement of planning, research, and
education with respect to nu~rition,

particularly with reference to improvement
and expanded use of indigenously produced
foodstuffs; and the undertaking of pilot
or demonstration programs explicitly
addressing the problem of malnutrition of
poor and vulnerable people.

c. Food security: Describe
extent to which activity increases
national food security by improving food
policies and management and by
strengthening national food reserves, with
particular concern for the needs of the
poor, through measures encouraging
domestic production, building national
food reserves, expanding available storage
facilities, reducing post harvest-'food
losses, and improving food distribution.

19. Population and Health (FAA Secs.
104(b) and (c)): If assistance is being
made available for population or health
activities, describe extent to which
activity emphasizes low-cost, integrated
delivery systems for health, nutrition and
family planning for the poorest people,
with particular attention to the needs of
mothers and young children, using
paramedical and auxiliary medical
personnel, clinics and health posts,
commercial distribution systems, and other
modes of community outreach.

20. Education and Human Resources
Development (FAA Sec. 105): If assistance
is being made available for education,
public administration, or human resource

NA

NA

NA

NA
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development, describe (a) extent to which.
activity strengthens nonformal education,
makes formal education-more relevant,
especially for rural families and urban
poor, and strengthens management
capability of institutions enabling the
poor to participate in development; and
(b) extent to which assistance provides
advanced education and training of people
of developing countries in such
disciplines as are required for planning
and implementation of pUblic and private
development activities.

21. Energy, Private Vo~untary

organizations, and Selected Development
Activities (FAA Sec. 106): If assistance
is being made available for energYI
private voluntary organizations, and
selected dev~lopment problems, describe
extent to which activity is:

a. concerned with data
collection and analysis, the training of
skilled personnel, research on and
development of suitable energy sources,
and pilot projects to test new methods of
energy production; and facilitative of
research on and development and use of
small-scale, decentralized, renewable
energy sources for rural areas,
emphasizing development of energy-
resources which are environmentally
acceptable and require minimum capital
~nvestment;

b. concerned with technical
cooperation and development, especially
with U.S. private and voluntary, or
regional and international development,
organizations;

c. research into, and
evaluation of, economic development
processes and techniques;

d. reconstruction after natural
or manmade disaster and programs of
disaster preparedness;

e. for special development
problems, and to enable proper utilization

NA

The Foundation will review
proposals and applications
from PVOs/NGOs to fund activi
ties that are important to the
conservation of Indonesia's
biodiversity.

NA

NA

NA

, .. ..
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of infrastructure and related projects
funded with earlier U.S. assistance;

f. for urban development,
especially small, labor:intensive .
enterprises,. marketing systems for small
producers, and financial or other
institutions to help urban poor
participate in economic and social
development.

22. capital projects (Jobs Through
Export Act of 1992, Sees. 303 and 306(d»:
If assistance is being provided for a
capital project, is the project
developmentally sound and will the project
measurably alleviate the worst
manifestations of poverty or directly
promote environmental safety and
sustainability at the community level?

CRITERIA APPLICABLE TO ECONOMIC SUPPORT
FUNDS ONLY

1. Economic and Political stability
(FAA Sec. 531(a»: will this assistance
promote economic and political stability?
To the maximum extent feasible, is this
assistance consistent with the policy
directions, purposes, and programs of Part
I of the FAA? -

2. Military Purposes (FAA Sec.
531(e»: will this assistance be used for
military or paramilitary purposes?

3. Commodity Grants/Separate
Accounts (FAA Sec. 609): If commodities
are to be granted so that sale proceeds
will accrue to the recipient country, have
special Account (counterpart) arrangements
been made? (For FY 1994, this provision
is superseded by the separate account
requirements of FY 1994 Appropriations Act
Sec. 537(a), see Sec. 537(a)(5).)

4. Generation and Use of Local
Currencies (FAA Sec. 531(d»: will ESF
funds made available for commodity import
programs or other program assistance be
used to generate local currencies? If so,

NA

NA

, NA (DA funds)

""".. "
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will at least 50 percent of such local
currencies be available to support
activities consistent with the objectives
of FAA sections 103 through 106? (For FY
1994, this provision is superseded-by the
separate account requirements of FY 1994
Appropriations Act Sec. 53?(a), see Sec.
53? (a) (5) .)

5. capital Projects (Jobs Through
Exports Act of 1992, Sec. 306, FY 1993
Appropriations Act, Sec. 595): If
assistance is being provided for a capital
project, will the project be
developmentally-sound and su~tainable,

i.e., one that is (a) environmentally
sustainable, (b) within the financial
capacity of the government or recipient to
maintain from its own resources, and (c)
responsive ta a significant development.
priority initiated by the country to which
assistance is being provided. (Please
note the definition of 9u capital project"
contained in section 595 of the FY 1993
Appropriations Act. Note, as well, that
although a comparable provision does not
appear in the FY 94 Appropriations Act,
the FY 93 provision applies to, among
other things, 2-year ESF funds which could
be obligated in FY 94.)

DRAFTER:GC/LP:BLeste~:12/27/93:cheklist.94...
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VZCZCJA0040
00 RUEHJA
DE RUEHC #5247/01
ZNR UUUUU ZZH'
o 210605Z JUN 94
FM SECSTATE WASHDC
TO A.f'1EMBASSY JAKA.~TA IMMEDIATE 8481
BT
UNCLAS SECTION 01 OF 02 STATE 165247 DATB

Jl.IDAC

E.O. 12356: N/A
T:'.GS:
SUBJECT: ENDOvR1ENT PROPOSAL -. INDONESIA BIODIVERSITY
FOUNDATION (497-0384)

REF: (A) JAKJl..RTA 04547 i (B) HEDEN!MORSE 'COMMENTS ·ON DRAFT
AGENCY ENDOvn1ENT GUIDLINESi Jl.ND, (C) BISSON!SUGGS. E-~~IL

DJl.TED 19 t-/:J\Y 94

1. THE ASSISTANT ADMINISTRATOR FOR ASIA AND THE NEAR EAST
(Jl~!Jl~E) HEREBY APPROVES USAID!JAKARTAIS PROPOSED DESIGN
FOR THE ENDO~~ENT OF THE INDONESIA BIODIVERSITY FOUNDATION
(IBF OR FOUNDATION) .

2. FORi1.~L ANE BURE~.U REVIEI'1 OF USAID!JAKARTAIS PROPOSAL
FOR ESTABLISHING THE ENDOvn1ENT FOR THE IBF HAS HELD ON ~~Y

20, 1994, AND CHAIRED BY ANE!ASIA!DR!PD, JIM DEMPSEY, NO
l1AJOR ISSUES HERE RAISED.

r
3. USAID!JAKARTA IS CO~1ENDED ON ITS PLANS AS OUTLINED IN
REFS. YOUR DESIGN AFFORDS THE FLEXIBILITY NEEDED IN USING
\'lHAT IS ESSENTIALLY AN EXPERIMENTAI:J" MECHANISt'l, THE
APPROPRIATED-DOLLAR ENDOWMENT, AS A SUSTAINABLE SOURCE OF
FUNDING THE FOUNDATION'S CATALYTIC GRANT MAKING PROGRM'lS
TO COl~ERVE INDONE~IA'S BIOLOGICAL DIVERSITY. THE BUREAU

REVIEH COMMITTEE (BRC) APPROVES THE MISSION'S APPROACH TO
H1PLEMENTING THE ENDO\'TMENT AND OFFERS THE FOLLO\HNG
COMMENTS.

A. FUNDING FOR THE ENDOI'lMENT
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PJl2~.. 4. OF REF (A) I~~ICATES THAT THE MISSION'S PLkNS TO
CAPITALIZE THE ENDO;'~ENT THROUGH TWO DISBURSEMENTS IN TI10
YEARS. MISSION IS R~MI~~~D THJI.T ONLY FY 94. F~~ING LEVELS
ARE FIP~ AT THIS TIM~ -- WITH USD 2 MILLION DA FROM THE
ANE BUREAU, JI~~ USD 8 MILLION FROM TREASURY FOR USE AS A
USAID-ATTRIBUTED GE? PROJ"ECT. IF THE' FULL USD 10 MILLION··.
REQUESTED FOR FY 9.5 IS NOT lWAILABLE, Fmms M.n.,y HAVE TO BE
DISBURSED TO THE ENDO\iMENT OVER A THREE-YEAR PERIOD.

B. I~~ESTI1ENT POLICY

THE BRC IDENTIFIED THREE ASPECTS OF THE PROPOSAL'S
PROVISIONS FOR INVESTMENT POLICY FORMULATION THAT WARRANT
CAREFUL CONSIDERATION BY USAID/JAKn.RTA AND THE IBF.

-- (1) EARNINGS RETENTION

PARA. 11 OF REF (A) SUGGESTS THAT OVER 40 PERCENT OF
INVESTMENT EAH.NINGS ON A USD 16 -17 MILLION ENDm'1MENT \ULL
BE REINVESTED IN THE ENDOWMENT TO MAINTAIN ITS REAL VALUE.
MAINTAINING AS HIGH AS A 4.0 PERCENT RETENTION-REINVESTMENT
TARGET IN THE LONG-TEm1 TO HEDGE AGAINST INFLATION MAY
LIMIT THE AVAILABILITY OF.INCOME FOR GRANT MAKING vlliEN IT
IS MOST NEEDED; Pk~TICUL~RLY IF FUNDING FROM OTHER DONORS
IS NOT FORTHCOMING.

A HIGH REINVESTMENT TARGET ~~X BE JUSTIFIED IN THE FIRST
THREE TO FIVE YEARS TO BUILD UP THE ENDOylMENT BASE vlliILE
INSTITUTIONAL GRANT FUNDS k~E USED FOR PILOT SUBGRANTS TO
LOCAL NON-GOVERNEt1NTAL ORGANIZATIONS. HOHEVER, THE
MISSION SHOULD CONSIDER PERIODIC REVIEW OF THIS APPROACH
TO ENSURE AVAILABILITY OF ADEQUATE INCOME TO FUND 1

BIODIVERSITY GRANTS vlliILE MEETING INVESTMENT FUND :
OBJECTIVES OF SAFETY, INCOME GENERATION, AND CAPITAL
PROTECTION.

-- (2) COUNTRY OF I~~ESTMENT

PARA. 9 OF REF (A) INDICATES THAT INVESTMENT FUNDS \'1ILL BE
SPREAD ACROSS A v1IDE RANGE OF CAPITAL MARKETS AND ASSET
CLASSES, ETC. THE COl~1ITTEE NOTED THAT INVESTMENT IN THE
UNITED STATES v1ILL BE p~ IMPORTANT OPTIC IN CONGRESSIONAL
OVERSIGHT OF APPROPiUATED-DOLLAR. ENDOWMENTS. DRAFT
GUIDELINES ON ENDOWMENTS STATE THERE IS NO LEGAL

RESTRICTION ON VlHERE FUNDS t1l\Y OE INVESTED. INDICATING
THl\T FUNDS OFFERED THROUGH l\ U,... ~. BROKER Ml\Y INCLUDE
INVESTMeNTS IN l\SIAN AND EUROPEAN SECURITIES OFFERED ON.'. -.

UNCLl\S l\IDl\C

..

~ECST/\TE 1652 '17

IV\ \,



HOWEVER, THE GUIDELINES SUGGES~ A STRONG. PREFERENCE THAT
ENDOr~ENT ?DrmS BE I~vESTED IN THE UNITED STATES. THE

I

AIDAC .. . SECSTATE 1.652'1"7

~"

DRAFT GUIDELINES STATE: II IT IS EXPECTED THAT THE BULK OF
FUNDS OF p~ ENDOWED ORG~IZATION LOOKING FOR LONG-TERM
STABILITY BE INVESTED IN THE UNITED STATES. II

-- (I) SOCIAL~Y-RESPONSIBLE INVESTMENTS

WITH RESPECT TO THE TYPE OF INVESTMENT MADE WITH THE
ENDm'iMENT I THE COMMITTEE NOTED THAT SUPPORT FOR "GREEN
INVESTMENT" IS GROWING IN THE IMPLEMENTING AGENCIES OF ,THE
GEF. THE ENUOy~ENT/S TIE TO THE GEF GIVES IT A HIGHER 
PROFILE THP~ A REGULAR BILATERAL PROGRAM, INDICATING THAT
ISSUES ON THE ENuOrn1ENT, INCLUDING ENVIRONMENTAL SOUNDNESS
OF INVESTMENT PRIORITIES, ARE LIKELY TO BE MORE VISIBLE IN
THE FUTURE.

IBF HAY 'USH TO CONSIDER THE PROS AND CONS OF A RISK
MANAGEMENT STRATEGY THAT INCLUDES' SOUND GREEN INVESTMENTS
AS IT DEVELOPS ITS INVESTMENT STRATEGY ..
CHRISTOPHER
BT
#5247
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DISTRIBUTION: AID
CHARGE: JI:ID

VZCZCJA0105
PP RUEHJJI.
DE RUEHC ;1880/01
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P 281055Z JUL 94'
FM SECSTATE Y7J1.5HDC
TO AID WORLDWIDE PRIORITY
BT
UNCLAS SECTION 01 OF 10 STATE 201880

AIDJI.C

E.O. 12356: N/A
TAGS:
SUBJECT: GUIDELINES TO,IMPL~MENT USAIDIS AUTHORITY TO
CAPITALIZE ENDOHMENTS WITH APPROPRIATED FUNDS.

1. ATTACHE'O BELOH IS THE TEXT OF POLICY DETERMINATION
(PD) NUMaER 21 HHICH IS EFFECTIVE IMMEDIATELY.

2. TEXT OF PO 21: GUIDELINES TO IMPLEMENT USAIDIS
AUTHORITY TO CAPITALIZE' 'ENDOl,olMENTS YlITH APPROPRIATED
FUNDS.

J
;

I
t

HO\'lEVER, ENDOHMENTS ALSO PRESENT A SERIES OF UNIQUE
DIFFICULTIES THAT NUST BE THOROUGHLY ASSESSED BEFORE A

'\

MISSION OR~UREAU t1AKES A FUNDING DECISION. THESE
PROBLEMS ARE OFTEN EXACERBATED BECAUSE or A LACK OF
FAMILIARITY ylITH E~mOY1MENTS IN MANY DEVELOPING COUNTRIES,
AND BECAUSE TilE LEGAL AND REGULATORY ENVIRONMSNT IN SUCH
COUNTRIES Ml\Y NOT PROVIDE AN ADSQUATE fRl\MEy/ORK FOR Tim
ESTABLISHMENT AND OVERSIGHT Of SUCII fUNDS. IN MANY CASES,
DESIGN OF AN ENDO\-/l'lENT MAY ALSO DE VERY Ll\DOR INTENSIVE.

I. INTRODUCTION

RECENT LEGISLATIVE CP~GES GREATLY EXPAND USAID'S ABILITY
TO FUND ENDO'dMENTS. ENDO\'lMENTS PROVIDE ANOTHER MECHANISM
FOR ACHIEVING USAID'S DEVELOPMENT GOALS WHICH COMPL~MENTS

OUR t"lORE TRADITIONAL ASSISTANCE FORMS. UNLIKE TRADItIONAL
MECHANISt1S HHICl{ FOCUS ON FINANCING GOODS !\.NO SERVICES IN
FURTHERANCE OF FOREIGN ASSISTANCE OBJECTIVES, ENDOHMENTS
ALLOl-l US TO SUPPORT MORE DIRECTLY AN ENTITY HHOSE PURPOSE
IS TO FURTHER SUCH OBJECTIVES.
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THESE GUIDELINES ARE" INTENDED TO ASSIST MISSIONS lu'\'D
BUREAUS IN THEIR Jl.NALYSIS At·ID FUNDING OF ENDO\'lMENTS, AND
TO ENSURE THAT RELEVANT FACTORS ARE ADEQUATELY Tl\KEN IN"TO
ACCOUNT. SOME OF THE MAIN ISSUES COVERED ARE: THE
OBJECTIVES HIlICl! Cl\.N BE ACHIEVED THROUGH THE USE OF
ENDOHHENTS; CH)\RACTERISTICS OF ORGANIZATIONS FOR \'llIICii
ENDOH11ENTS ARE APi?ROPRIATE; FINANCIAL MANAGEMENT OF DOTH
THE INVESTMENT FUND AND PROGRAM·INCOME; APPLICATION OF
LEGISLATIVE RESTRICTIONS; MECHANISMS AND APPROPRIl'\TE
DEGREE OF OVERSIGHT.; AND TERMINl\TION OF THE ENDO\·ii'1ENT.

II. BACKGROUND

UNCLAS' 1\ID1\C· ,SECSTATE 201800

PRIOR TO 1990, USAID-S l\UTHORITY TO GRANT FUNDS FOR THE
ESTJI.BLISHMENT OF ENDOHMENTS HAS SEVERELY RESTRICTED. -:
FEDERAL APPROPRIATIONS LAH GENERALLY PROHIBITS A GRANTEE
FROt1 RETAINING INTEREST EJl.RNED ON APPROPRIATED DOLLARS.
Jl.S Jl. RESULT, THERE HAS NO PRACTICAL MEANS FOR ESTJl.BLISHING
ENDOH~1ENTS \-IITH DOLLARS APPROPRIATED TO USAID, OR \nTH
LOCJl.L CURRENCY ACQUIRED BY THE EXCHANGE OF THESE DOLLfI.RS.

THE ONLY HAY TrY.T ENDOHMENTS COULD BE ESTABLISHED 'nTH
USJl.ID FUNDS BEFORE 1990 HAS \-lITH EXPLICIT CONGRESSIOH.Zl.L
Jl.PPROVJI.L. THIS MECl-IP.NISt1 HJI.S ONLY OCCJl.S IONALLY USED.

THE OTHER MECl-LbJUSt1 FOR EST.tl.BLISHING ENDO\oTt'1ENTS IN
CONJUNCTION \-IITH USAID Jl.CTIVITIES \-iP.S TO USE HOST COUNTRY
OHNED LOCAL CURRENCY. BECAUSE THESE FUNDS Jl.RE NOT
APPROPRIATED TO USAID OR OHNED BY USAID, THEY Jl.RE NOT
SUBJECT TO FEDERAL APPROPRIATIONS LAviS (OR t10ST OTHER
STATUTORY RESTRICTIONS ON THE USE OF USAID FUNDS). LOCJl.L
CURRENCY ENDOH11ENTS HAVE BECOME INCREAS ING Cm.-£10N,
P.tl.RTICULJI_~LY OVER THE LAST DECADE, SUPPORTING PROGRJlJ,jS IN

:E t1ANAGEMSNT, ~~
AGRICULTURJl.L RESEJI.RCH.

LEGISLATION ENACTED AS PART OF THE FY 1990 FOREIGN r
Jl.SSISTANCE APPROPRIATIONS ACT TOOK THE FIRST STEP FORI'IARD"
IN PE~1ITTING THE USE OF APPROPRIATED FUNDS FOR FUNDING
ENDOHt1ENTS. SECTION 584 OF THAT ACT PERMITTED NON
GOVERNMENTAL ORGANIZATIONS (NGOS) TO RETAIN INTEREST ON,
AND THUS ESTABLISH ENDO~~ENTS WITH, LOCAL CURRENCY

ACQUIRED THROUGH THE EXC~~GE OF APPROPRIATED DOLL~qS.

THE LEGISLATION HAS DIRECTED MAINLY AT TRANSACTIONS
INVOLVING DEBT SHAPS, ymEREBY USAID PROVIDES A GRANT TO AN
NGO TO PURCHASE DISCOUNTED DEBT OF A DEVELOPING COm~TRY,

HHICH· IS THEN REDEEMED BY THE HOST GOVERNMENT \HTH LOCAL
CURRENCY FUNDS. SECTION 501 MADE POSSIBLE THE RETENTION
Of INTEREST EARNED ON THE LOCAL CURRENCY FUNDS ACQUIRED
TH.ROUGH DEBT SHAPS I AND AS A BY - PRODUCT, ALSO MADE
POSSIBLE THE ESTlillLISHMEI-lT OF ENDOI-lMENTS HITH THESE FUNDS.

f, , )
\

UNCLAS SECSV\TE 201000



IN FY 1993 CONGRESS SIGNIFICANTLY EXPAu~ED THE AUTHORITY,
TO PEPJ1IT NON-GOVERNHENTAL ORGANIZATIONS 'YrrlICH WERE

THE SECTION 584' AUTHORITY WAS CONTI~-uED IN FISCAL YE~~S

1993. )11-<'1) 1992 ..

SECSTATE -201880AIDAC
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tiNc~.s .

CONTRACTORS OR G~'"TEES OF USAID TO RETAIN INTEREST ON
APPROPRIATED DOLLARS RETAINED AS DOLLk~S AS WELL AS THOSE
CONVERTED INTO LOCAL 'CURRENCY, AND TO ESTABLISH ENDOv~NTS

HITH THESE FUNDS. (SECTION 567 OF THE FY 1993 FOREIGN
ASSISTP~CE APPROPRIATIONS ACT.) THE AUTHORITY WAS
EXTENDED TO. APPLY RETROACTIVELY TO PRIOR YEk~ FUNDS AS
ylELL ~.s FY 1993 FUNDS. CONGRESS REENACTED THIS PReVISION
IN THE FY 1994 APPROPRIATIONS BIL4 AS SECTION 534.
(SECTION 534 OF THE FOREIGN OPERATIONS, EXPORT FINANCING,

AND RELATED PROGRAMS APPROPRIATIONS ACT, 1994; P.L. 103
87.) \-lITH THIS AUTHORITY, NGO'S MAY NOH LE PERMITTED TO
ESTABLISH ENDOt'lNENTS DIRECTLY WITH FUNDS GRANTED TO THEM
BY USJI.ID I HITHOUT FIRST HAVING TO CONVERT THE FUNDS TO
LOCAL CURRENCY. .

'1
~ i•.~
1

:1
~
~",,

:~

... ;....:...\

III: SCOPE P~ AUTHORITY

A. PURPOSE OF GUIDELINES. THE FUNDING OF ENDOvR1ENTS
INVOLVES A NUl'13ER OF BUDGETARY, POLICY I Al"ID LEGAL ISSUES
NOT COl~10NLY ENCOUNTERED IN MORE TRADITIONAL FOfu~S OF
ASSIST?~CE. THESE GUIDELINES ARE INTENDED TO HIGHLIGHT
AND PROVIDE GUIDANCE ON THESE ISSUES IN ORDER THAT
ENDOHHENTS HAY BE ESTABLISHED IN A MANNER CONSISTENT vlITH
SOUND PROGRP1·r;·:ATIC, BUDGETARY, AND FINANCIAL t1Jl.NAGEMENT
PRACTICES, Jl.l-ill THE LAHS GOVERL"l'ING THE USE OF APPRO.PRIATED
Ftn'ms.

USAID'S POLICIES GOVERNING THE USE OF GRANT FUNDS FOR
FINA.NCING ENDO\-iMENTS; THE ORGANIZATIONS ELIGIBLE TO
RECEIVE amOHl'IENTS; AND THE VARIOUS ADMINISTRATIVE AND
CONTRACTUAL PROCEDURES REQUIRED IN ORDER TO ESTABLISH,
t1AINTAIN, AUDIT, DRAY[ DOHN, EVALUATE AND CLOSE AN
ENDO'dl1ENT. FOR THE PURPOSES OF THESE GUIDELINES, AN
ENDOv~ENT IS CONSIDERED TO BE THE CAPITALIZATION OF A
FUND, INDEPENDENT FROM USAIO, THE OBJECTIVE Of WHICH IS TO

GENERATE INCOME: TO t·1AINTAIN ACTIVITIES Of A PRIVATE, NON
PROfIT INSTITUTION THAT ARE CONSISTENT HIT!! THE PURPOSES
Of THE: l\GE:NC¥'S AUTIIORIZING LEGISLATION.

I
I
1
I'

i

I
I

INES DESCRIBE r

TilE GUIDELINES APPLY TO ALL ENOOYlMENl'S FUlJOEO YlITIl
APPIWPRIl\TCO DOLLMS, INCLUOING THOSE v/IlICI( W\vC DEEN?

I

.]
.1

!
'1
,,

.1
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..

CONVERTED TO LOCAL CURRENCY THROUGH DEBT SWAPS,OR NOR~~L

EXCHANGE PROCEDURES., THE GUIDELINES DO NOT APPLY TO THE .
FUNDING OF ENDOHMENTS \'lITH HOST COUNTRY-OHNED OR NGO-OHNED
LOCAL CURRENCY. HOWEVER, M7\NY OF THE ISSUES DISCUSSED
HEREIN ARE EQUALLY APPLICABLE TO ALL ENDOHMENTS, J\.ND THE
GUIDELINES MAY THEREFORE BE USEFUL REG.~RDLESS OF THE
FUNDING SOURCE INVOLVED.

j
,

I
. .
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ENDOHt-1ENTS J\RE JUST ONE OF THE CIRCUMSTANCES IN HHrCH
INTEREST MAY BE RETAINED UNDER THE NEH LEGISLATIVE
Jl.UTHORITY. SEPARATE GUIDANCE HILL BE ISSUED ON THE
RETENTION OF INTEREST OUTSIDE THE CONTEXT OF ENDO~~ENTS.

C. t10DIFICATIONS TO GUIDELINES. MODIFICATIONS TO THESE
GUIDELINES MAY BE NEEDED AS USAID GAINS EXPERIENCE WITH
THE ENDm'~1ENT PROGRAM. TnE BUREAU FOR POLICY AND PROGRAM
COORDINATION (PPC). ENCOURAGES INTERESTED PARTIES TO
IDENTIFY PROBLEMS AND TO SUGGEST NEEDED CHANGES.

IV. DESIGN Jl..ND Jl.PPROVAL OF ENDOi'~ENTS

BECJl.USE THE Jl.UTHORITY TO ESTABLISH' ENDOHt1ENTS IS lEW, THE
Jl.GENCY'S EXPERIENCE IN THIS AREA IS SOMEHHAT LIl-JITED.
U.S. FOUNDATIONS CJl~ OFTEN BE AN INVALUABLE SOURCE OF
EXPERTISE TO ASSIST US IN DEVELOPING ACTIVITIES T~~T

INVOLVE ENDOHt1ENTS.

TO ENSURE THAT THE EXPERIENCE BEING ACQUIRED IS JlnEQUATELY
Sry~ED THROUGHOUT THE AGENCY AND ITS OVERSEAS ~IISSIONS,

Jl~ THAT THIS GUIDJl~CE CAN BE UPDATED AND REFINED TO
REFLECT INNOVATIONS IN THE FIELD, ALL ENDOI'~ENTS t1UST BE
APPROVED IN USAID/W AT THIS TI~E. REGIONAL BUREAUS WILL
BE RESPONSIBLE FOR APPROVING ENDO~n1ENTS ACCORDING TO THEIR
NO~1AL PROJECT APPROVAL PROCESSES. PPC AND THE OFFICE OF. r
GENERAL COUNCIL (GC) SHOULD PARTICIPATE IN ALL REVIEYlS ..
PPC HILL REVIEI'l THIS POLICY IN TIIO YEARS TO DETERI·HNE

?ROVAL CONTINUES TO BE NECESSARY.

IN t'10ST CASES, FUNDS FOR AN ENDO~n-1ENT FOR AN NGO HILL BE
OBLIGATED THROUGH A GRANT, AND THE APPROVAL PROCESS SHOULD
THEREFORE FOLLO\'l THE PROCEDURES APPLICABLE TO ALL SUCH
GRANTS. HOHEVER, ENDOHMENTS HAVE A NUMBER OF
CHARACTERISTICS THAT DIFFER FROM TRADITIONAL NGO GRANT

ACTIVITIES, l\ND THAT MISE SIGNIFICANT POLICY ISSUES VlHICH

3HOULD BE ADDRESSED. THE ISSUES SET FORTH BELO SHOULD DE
SPECIfICALLY CONSIDERED DUltING THE l\I?ROVl\L PROCESS l\ND

UNCLAS AI01\.C
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SECSTl\TE 201800

..



'P.. CONISTBNCY HITH USAID STRATEGY. A PROPOS;:tL FOR Jl..l~

ENDOi'iMENT l·mST B'::
ONSISTENT WITH THE OBJECTIVES AN
APPROVED STP~TBGIES

FOR THE COUNTRY, REGION ,O'R SECTOR IN WhICH THE FtJ1'.luS A.~E

TO BE EXPEi'luD

(~")

" ,; ,
.1
,j
J
I
~l

~
~
1

....

DOCUHEl'l""TED .
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B. OBJECTIVES. ~~ ENDOy~NT SHOULDBE DIRECTED AT
ACHIEVING OBJECTIVES NOT ATTAINABLE THROUGH TRADITIONAL
ASSISTANCE MODES. SOME POSSIBLE JUSTIFICATIONS FOR
ENDOh~NTS k~E CITED BELOW. ONE OR MORE SHOULD BE ~

INCLUDED IN THE RATIONALE FOR A PROPOSED ENDOY~NT, AND
THE BUREAU OR NISSION SHOULD ASSURE ITSELF THAT SUCH
OBJECTIVE(S) ARE ACHIEVABLE UNDER T~E CIRCUMSTANCES AT
HAND.

1, AN ENDOi'lL-1ENT r1AY BE USED TO BROADEN AND ENHANCE THE
FUNDING BASE OF AN NGO ENGAGED IN ACTIVITIES I-mICH HAVE
1\ 'LONG-TERN 1l0RIZON AND i-lHERE FUNDING 8Y SHORT-TERM
GRANTS OR 1\ SERIES OF SUCH GRANTS IS LIK8LY TO BE
INSUFFICIENT TO REALIZE THE FULL PROGRl\M OBJECTIVES.

2. THE FIN1\NCIAL STABILITY PROVIDED BY AN ENDOHMENT MAY
INSULATE THE ENDO\'lED ORGANIZATION FROtol UNPREDICTABLE
GOVERNl,lENT Jl..ND DONOR AGENCY BUDGET FLUCTUATIONS, AN
ENDOi'1I1ENT MAY THUS ENABLE AN NGO TO BECOME MORE
INDEPENDENT AND SELF-RELIANT IN IDENTIFYING AND SOLVING
ENVIRONl£NTAL, ECONOMIC, AND SOCIAL DEVELOPMENT
PROBLEl1S.

3. AN ENDOl-lMENT t1AY ALLOI-/ THE RECIPIENT ORGANIZATION TO
ATTRACT OTIle:R FUNDS BY INCREASING' DONOR CONFIDENCE, THUS
LEVERAGING THe: USAID FUNDS.

4. USAID FINANCING OF AN ENDOI-/MENT MAY BE USED TO
ENCOURAGE THE ESTABLISHMENT OF PHILANTHROPIC PRINCIPLES
IN COUNTRIES i'/HERE SUCH PRINCIPLES ARE LESS yIELL
ESTABLISHED,

S. AN ENDO\-/t·IENT. MAY ALLO\-l AN ACTIVITY TO BE
INSTITUTIONI\LIZED AND CONTINUE I3EYOND USI\IDIS FUNDING.
YlHEN IT OTIlERIHSE MAY NOT HAVE I3EEN.

UNCLI\S
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6. AN ENDOH11ENT IS ONE t1ECHANISM BY \'1l!ICH USAID H.n. Y
CONTINUE DEVELOPMENT STRATEGIES' THROUGH INTERNATIONA"L OR

JPON TERMINATION OF AN USAID
PRESENCE IN THE COUNTRY A~~/OR THE TERMINATION O? USAID

I
I

UNCLAS AIDAC
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)IRECT ASSIST~~CE ACTIVITIES.

C. BUDGETARY n·1PACT. IN GENERAL, THE ESTABLISH1-1ENT or AN
ENDOHMENT ENT~.ILS :[l. MUCH MORE' RAPID UP FRONT OUTLAY OF
FUNDS THAN TRADITIONAL, PR'OGRAM ACTIVITIES, AND IN SOHE
CASES MAY INVOLVE A·RELATIVELY LARGE AMOUNT OF F~~S"

ALTHOUGH THE BUDGETARY It1Pl\CT CAN BE LESSENED sm·j2\·/HAT BY
CAPITALIZING ~~ ENDOWMENT OVER MORE THAN ONE YE~~, IT IS
STILL GREATER THAN IF FUNDS \·mRE EXPENDED OVER A PERIOD OF.":
TIME FOR THE ACTIVITIES THEMSELVES.

THE BUREAU OR ·t·lISSION GRANTING THE FUNDS SHOULD DETERl·lINE
HHETHER AN ENDOHMENT IS MORE COST EFFECTIVE THJl~ 11ULTI
YEAR SUPPORT O? THE ORGANIZATION THROUGH TECHNICAL
Jl.SSISTANCE A.l\:u INSTITUTIONAL AND PROJECT SUPPORT, Al'm
'-mETHER THE BENEFITS TO BE GAINED BY ESTABLISHING TilE
ENDOHMENT OUTI-/2IGH THE BENEFITS OF THE ALTERNATIVE USES OF
THE PROGRJl.M FUNDS, HHICH IN !-'lANY CASES HILL P.JWE LESS
~nVERSE BUDGET~~Y IMPLICATIONS.

D. CHARACTERISTICS OF THE NGO, 'THE FOLLOHING
CHARACTERISTICS 'MUST BE DEt10NSTRATED BY AN ORGANIZATION
FOR "niICH ~.N ENDO\-lMENT IS PROPOSED:

1. IN ACCORDANCE \-lITH THE STATUTORY PROVISION
Jl.UTHORIZING ENDOHi'1ENTS, THE ORGANIZATION RECEIVING THE

.ENDOvlMENT ~ruST BE NON-GOV&RNMENTAL. THE PURPOSE BEHIND
REQUIRING THAT THE ORGANIZATION BE "NON-GOVEPJ'il'lEI·1TJl.L" IS

I
TO ENSURE THAT IT IS INDEPENDENT FROM THE GOVERNi·lENT.
SOME GOVERm1ENT I~NOLVEMENT IS ACCEPTABLE, AS LONG AS

,THE GOVERm1ENT DOES NOT CONTROL THE ORGANIZATION. FOR
EXAMPLE, THE GOVERNMENT MAY BE REPRESENTED ON THE BOARD
OF DIRECTORS OF THE ORGlI.NIZATION, BUT ONLY BY A l·lINORITY·
OF THE BOA.~ MEMBERS.

2. UNDER THE USUAL CIRCUMSTANCES, THE ORGANIZATION HILL
ALSO BE NON-PROFIT.

3. THE ORGANIZATIONIS ACTIVITIES MUST FALL HITHHI THE
PURPOSES FOR HHICH THE USAID FUNDS HAVE BEEN AUTHORIZED," .

I

M

I -
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OR THE DOCUMENTATION ESTABLISHING THE ENDOY-i"MENT MuST
LIMIT ~~E USE OF THE USAID FUNDS TO SUCH PU~POSES.

/ IT rwmsT
MEET PRE-AWk~ Su~VEY REQUIREMENTS DESIGNED TO ENSU?E
ADEQUATE ACCOUNTABILITY OF FUNDS.

1
J
·1
1
i
J,

'.
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5. THE ORGANIZATION MUST HAVE A DEMONSTRATED CAPACITY
TO It1PLEHENT THE PROGRAM \'ffiICH THE ENDOI'1MENT IS TO FlJ~'D/

. OR CO~~ROLS 11UST BE BUILT IN TO ENSURE THAT THIS

~
Ij I

I' ~.
1, ,
; ~

1
,
I

I

CAPACITY IS DEVELOPED. IN SOME CASES/ USAID MP.Y HANT TO
PROVIDE A SEPk~TE GRANT' TO A WELL-ESTABLISHED NGO TO
HELP \-lITH THE INSTITUTIONAL DEVELOPMENT OF A BENEFICIJI.R.Y

.NGO TB~T DOES NOT HAVE A PROVEN TRACK RECORD .

IF THE BENEFICIA-~Y ORGANIZATION REQUIRES A HIGH DEGREE OF
MONITORING ~u OVERSIGHT (E.G., ITrS NEW OR HEAK) , THIS
MAY MEJI.N THAT AN ENDOHMENT IS NOT AN APPROPRIATE MECHANISM
FOR PROVIDING ASSISTANCE TO IT. IN SUCH CASES, THE
MISSION OR BUREAU SHOULD CONSIDER PROVIDING TRADITIONAL
GP~T,FUN~ING FOR A NUMBER OF YEARS UNTIL THE ORGANIZATION
HAS ESTJI.BLISHED A TRACK RECORD, AND T-HEN EVALUATE HHETHER
AN ENDOHt1E'NT t1AKES SENSE .

E. RECIPIENT FIN1\NCIAL PARTICIPATION. USAID' S CJRRENT
GUIDELINES (PD-16) ENCOURAGE THE LARGEST REASONABLE AND
POSSIBLE FINANCIAL PARTICIPATION OF THE RECIPIENT IN
FINP.NCING A PROJECT, ESTABLISHING A REFERENCE POINT OF
TYTENTY-FIVE PERCENT OF PROJECT COSTS. IN SOME INSTANCES,
HOI-lEVER, 'ESPECIALLY FOR NEHLY ESTABLISHED NGO'S, .
PARTICIPATION OF LESS Tl-iAN TIlENTY-FIVE PERCENT MAY STILL
BE SUBSTfu~TIAL, GIVEN THE NGO'S RESOURCES. IT IS ALSO
POSSIBLE THAT NO FINANCIAL PARTICIPATION MAY BE
APPROPRIATE IF THE NGO PROVIDES A CRITICAL AND NON
SUBSTITUTABLE SERVICE IN ACHIEVING BILATERAL ASSISTANCE
OBJECTIVES.' THE USAID OFFICIAL AUTH0RIZING AN ENDOHMENT
HILL t1AKE THE FINAL DETERMINATION OF THE APPROPRIATE LEVEL
OF FINANCIAL PARTICIPATION.

-F. FINANCIAL MANAGEt1ENT CONSIDERATI,ONS. UN[,IKE THE CASE
OF GRANT EXPENDITURES, THE FINANCIAL CONSIDERATIONS OF
ENDOl,o/MENTS MUST BE ADDRESSED FROM TI10 PERSPECTIVES: THE
ADEQUACY OF CONTROLS RELATED TO THE EXPENDITURE OF fUNDS
BY THE NGO FOR PROGRM-1 ACTIVITIES, AND TilE ADEQUACY OF
fINANCIAL ARRANGEMENTS AND CONTROLS RELATED TO THE
INVESTMENT OF THE ENDOYIMENT FUND ITSELf. l\ NUMBER OF
DIFFERENT l\RHl\NGEMENTS l\RE POSSIBLE IN ESTI\BrJISHING l\N
ENDOl,olMENT, 1\1'10 OfTEN THESE l\RRANGEMENTS ME DRIVEN BY
TIIESE FINI\.NCIl\L CONSIDERATIONS. ISSUES RELI\TING TO 001'11

l\GEMENT, /\NO SUGGESTIONS FOR

'l'--"~,

;~.,.)

.
~
I
1.,

j

J
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i
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r-IECHANISMS FOR BUILDING IN, CONTROLS i ARE SET FORTH B2LOH.

1. PROGRAM EXPENDITURES. LEGALLY, THE ESTABLISHr-1ENT OF
1\N ENDO\'lMENT IS 1\N1\LOGOUS IN M1\NY \-1l\YS TO l\ Cl\SH
TRl\NSFER. THE PURPOSES OF THE GRl\NT l\RE 1\CCOHPLISIIED 1\T
THE TIME TilE ENDO\-1MENT IS ESTABLISHED; THEREFORE,
STl\TUTORY l\ND REGUL1\TORY RESTRICTIONS ON THE USE. OF
FUNDS, SUCH AS SOURCE/ORIGIN., DO NOT APPLY. (HOi'IEVER,
USl\ID MAY J\PPLY SOME RESTRICTIONS AS A MATTER OF POLICY.
SEE SECTION V.C. BELO\-1.) THE: CONVERSE OF THIS IS THAT

ISl\ID MAY NOT ACTIVELY PARTICIPATE IN THE IMPLEt"1ENTATION
OF PROGRAt'''1 ACTIVITIES.

I
~

, '.
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(A) BUREAUS AND MISSIONS MUST THEREFORE ASSURE -,
THEMSELVES THAT THE BENEFICIARY OF THE ENDOv~ENT CAN
~DEQUATELY IMPLEMENT ITS PROGRAMS AND MANAGE p~ ACCOUNT
FOR THE FUNDS IT EXPENDS HITHOUT DETAILED OVERSIGHT BY
USAID.

(B) IF THE ORGANIZATION IS NOT A REGISTERED PVO, A
PRE-AvIJl.RD SURVEY MUST BE PERFORMED TO ENSURE ADEQUJI.TE
ACCOUNTABILITY OF FUNDS.

(C) IF THE &RGANIZATION IS FOUND TO HAVE
INJlDEQUATE FINp~CIAL CONTROLS IN PLACE, OR,IT IS BEING
NE\'ILY CREATED, CONTROLS MUST BE BUILT INTO THE PROGRPJ-1

DESIGN.
2. THE INVESTMENT FUND. AN ENDOv~ENT BY ITS NAIURE
INVOLVES A RELATIVELY LARGE fl~OUNT OF APPROPRIATED
FUNDS, LARGELY OUTSIDE OF USAID'S CONTROL, \-THICH \HLL
CONTINUE TO EXIST FOR MANY YEARS, OFTEN BEYOND THE
PERIOD OF USAID OVERSIGdT. IF THE ENDOi'~ENT IS TO
SUCCEED, THE RETURN GENERATED BY THE ENDOy~ENT, TOGETHER
\UTH OTHER AVAILABLE RESOURCES, MUST BE ADEQUATE '1'0
SUPPORT THE PROGRAM OF THE-BENEFICIARY ORGANIZATION, AND
THE POSSIBILITIES FOR MISUSE MUST BE MINIMIZED. THE- r
ARRANGEt"1ENTS FOR MANAGEHENT OF THE FUND 'tIILL VARY \'1ITH' .
THE SIZE OF THE FUND, THE TRACK RECORD OF THE
BENEFICIARY NGO, AND HHETHER IT IS COMPOSED OF DOLLARS
OR LOCAL CURRENCY.

IN ORDER TO ASSURE THAT THE FINANCIAL CONTROLS OVER THE
INVESTMENT FUND ARE ADEQUATE, THE FOLLOHING POINTS
SHOULD BE ADDRESSED DURING THE PROGRAM DESIGN AND
APPROVAL PROCESS:

,,

'1,

(A) .COUNTRY OF INVESTMENT. .
RESTRICTION ON 'tn1ERE THE fUNDS MAY BE
OECl\USE THIS IS A NEYl AUTHORITY vnnCH
CLOSE SCRUTINY, HE ME REQUIRING TH.l\T

UNCLl\S
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LEGl\LLY, THERE: IS NO
INVESTED. HOHEVER,
HILL OE SUBJECT TO
THE FUNDS BE
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(I) ONE OPTION IS TO ESTABLISH A TRUST ~~RANGEMENT

\'THEREBY CONTROL Of THE INVESTMENT FUND IS TOTALLY
SEPARATED FROt1 THE BENEFICIARY ORGANIZI\.TION. THE TRUSTEE
~~Y BE A SE~ARATE FOUNDATION OR NGO, I\. BANK, ETC. IF IT
SEEMS ADVANTAGEOUS UNDER THE CIRCUMSTl\.NCES, THE TRUSTEE
ORGANIZATION ~1AY BE SPECIALLY CREATED IN OIWER TO MANI\.GE
THE ENDOYIMENT.

INVESTED·IN FINANCIAL INSTRUMENTS OFFERED IN THE U.S.
THROUGH A U.S.-BASED FINANCIAL' INTERMEDIARY. THIS STILL
ALLOWS I~v~STI~2NTS IN GLOBAL OFFERINGS. FOR E~~PLE,

FUNDS HAY 3~ INVESTED IN A MUTUAL Fffi'.I"D THAT INCLUDES ,
E~~ SECUKITIES, AS LONG AS THE
MUTU~~ FUNu IS OFFERED IN THE U.S. THROUGH A U.S. BROKER .
INVESn'SNT OPTIONS IN-THE U.S. MARKETS ARE' SUFFICIENTLY
BROAD THAT THIS REQUIREMENT 'SHOULD NOT HAMPER DEVELOPMENT
OF A SOUND INVESTI1ENT STRATEGY FOR THE ENDOWED

ENDO,(i!1E1'IJ:'S DERIVED FROM DEBT SWAPS ARE NOT SUBJECT TO
THIS REQUIREMENT THAT ALL LONG-TERM INVESTMENTS BE IN THE
U.S. THESE ~~E LOCAL CURRENCY FUNDS BY THEIR NATURE AND
THUS HAY B~ INVESTED LOCALLY .

(B) CONFLICTS OF INTEREST. AN IMPORTANT CONCE~N IN THE
ESTADLIS~SNT OF-ENDOv~ENTS IS CONFLICT OF INTEREST. THE
ME~1BERS OF THE BO~D~ OF DIRECTORS, A TRUSTEE, OR FINANCIAL
t·1ANAGER ALL t·lAY HAVE POTENTIAL CONFLICTS HITH RESPECT TO
EITHER I1'Iv~STMENT OR EXPENDITURE OF THE FUNDS. vmEN THE
FUNDS HE GRANT ARE REQUIRED TO BE INVESTED IN THE U. S . ,
THE PROBLEM IS SUBSTfu~TIALLY DIMINISHED (WITH RESPECT TO
THOSE FUNDS), BUT NOT ELIMINATED. '(mEN Fu~ms k~E DERIVED
FROM DC:BT Si'lAPS, HOlf/EVER, AND INVESTED LOCALLY, THE,
PROBLEl-l IS t1UCH GREATER. THE ISSUE OF CONFLICT OF
INTEREST REQUIRES CAREFUL TREATMENT AT THE DESIGN STAGE,
MORE DETAILED GUIDANCE ON ~ONFLICT OF INTEREST, AND SAMPLE
CLAUSES, P~E AVAILABLE FROM PPC, GCj AND RLA'S.

(C) t1ANAGE~1ENT OF THE FUNDS. ARRIVING AT A t1ECHA..NISM
FOR MANAGING THE I~vESTI1ENT FUND ENTAILS A FAIRLY COMPLEX
BALANCING OF USAIDIS INTERESTS, THE NGO'S INTERESTS, AND
COST.

ONE
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A SHALL )OJ'JOUNT OF FUNDS NEEDED FOR CURRENT LOCAL
OPERATING EXPENSES HILL NECESSARILY· BE HELD LOCALLY,
PROBABLY IN ~~ INTEREST BEk~ING ACCOUNT.

ORGANIZATION. IN FACT, EVEN ABSENT THIS RESTRICTION,
COULD EXPECT THAT THE BULK OF FUNDS OF AN ENDOHED
ORG~~IZATION LOOKING FOR LONG-TERM STABILITY WOULD BE
INVESTED IN THE U.S.

I
I

I.... ~..

THERE ARE A NUNBER Of I\DVl\.NTAGES TO USING A TRUSTEE TO
r-I/\.NI\GE THE INVEST~IENT fUND:
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'A LOCAL NGO THAT IS ]I. BENEFICIARY MAY APPROPRI.l\.TELY
30ARD OF DIRECTORS COMPOSED ENTIRELY, OR

PREDOMINA..l-.JTLY, OF NATIONALS OF THAT COUNTRY. \-1ITH SUCH A
BOARD, 'POTENTIAL CONFLICTS OF INTEREST IN INVESTING THE
FUNDS COULD BE A SERIOUS PROBLEM, PARTICULARLY It THE
FUNDS ARE LOCJ\L CURRENCY DERIVED FROM A DEBT SHJ'\P. IT !-lAY

3E PRUDENT AND DESIRABLE TO HAVE INTERNATIONAL
PARTICIPATION IN THE MANl\GEMENT OF THE FUND. SEPARATING
CONTROL OF THE INVESTMENTS FROM CONTROL OF THE PROGR]\,M
ACTIVITIES ALLOHS FOR AN INFUSION OF OUTSIDE INFLUENCE
OVER THE INVESTMENT FUNCTION.

:
• i

t

:'
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- - - - - THE BOARD OF THE BENEFICIARY ORGANIZATION I1AY 13E

COMPOSED OF PEOPLE \·rnOSE CH~~CTERISTICS AND SKILLS~~E

APPROPRIATE FOR MANAGEMENT OF THE PROGRAl1, BUT ,·rno DO NOT
HAVE THE·BACKGROUND AND EXPERIENCE ~O MANAGE THE
INVESTMENT OF THE ENDOWl1ENT FUND. AGAIN, HAVING AN
INDEPENDENT ENTITY I1ANAGE THE FUND ALLOY1S FOR TEE
SELECTION OF THOSE MOST SUITED TO EACH TASK.

- - - - - SEPfl.R.ATION OF THE FUND FROM THE BENEFICIJl.R.Y t·tl\.Y
ALLEVIATE THE POSSIBILITY THAT SHORT-TERM PROGRP.MlV~.TIC

PRESSURES COULD LEAD TO IMPRUDENT INVESTMENTS.

----- FINALLY, IF THE TRUSTEE IS' EITHER OF U.S. NATIONALITY
OR LOCATED IN THE. U. S. AND SERIOUS PROBLEt'1S DEVELOP IN TH'E
FUTURE, IT WILL USUALLY BE EASIER FOR USAID TO REACH THE
FUNDS. ADDITIONALLY, THE TRUSTEE Y10ULD BE REGULATED BY
U.S. LAWS IN THIS CASE, ADDING A DEGREE OF PROTECTION.

THE ACTUAL DEGREE OF INDEPENDENCE OF THE T\'lO
ORG~~IZATIONS SHOULD BE CLOSELY EXAMINED. FOR EXAMPLE,
IS THERE ANY OVERLAP ON THE BOARD OF DIRECTORS? I~ THE
TRUSTEE IS.A 9~~K, IS IT AFFILIATED vlITH ANY OF THE r
BOARD MEMBERS OF THE BENEFICIARY ORGANIZATION?

IF A TRUST A..q,RANGEMENT IS USED, IN MOST CASES USAID YlILL
GRANT THE FUNDS TO THE BENEFICIARY NGO, AND THE
BENEFICIARY HILL EXECUTE A TRUST ARRANGEMENT \HTH THE
TRUSTEE. HOHEVER, USAID SHOULD REQUIRE THAT IT APPROVE
THE TRUST AGREEMENT PRIOR TO THE SIGNING OF THE GRANT OR
THE DISBURSEMENT OF FUNDS. BOTH THE TRUST AGREE~~NT AND
THE GRANT AGREEMENT SHOULD ALSO SPECIFY THAT THE TRUST
AGREEMENT MAY NOT BE AMENDED HITHOUT USAID API?ROVAL
DURING THE I?ERIOD OF USAID OVERSIGHT. AGAIN, THE TRUST
AGREEMENT SHOULD SPECIFY THE GENERAL PARAMETERS Or:
INVESTI1ENTS ALLOt'IED AND THE RETURN EXPECTED. USAID \HLL

~Y INTO THE TRUST ACCOUNT.
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IF BOTH THE TRUSTEE AND'THE BENEFICIARY ~~E NGO'S, USAID
MAY HANT TO GRANT THE .FUNDS DIRECTLY TO THE TRUSTEE', TO
BE HELD IN TRUST FOR THE BENEFICI~~Y. HOHEVER, WE WOULD

, NEED TO ENSURE THAT THE APPROPRIATE HB13 PROVISIONS HERE
PF~SED ON BY THE TRUSTEE TO THE BENEFICI~~Y.

- - - - - - (III) IN ['JOST CASES, AT A MINIMUl'I, A PROFESSIONAL
FINANCIAL l'1A.1-lAGER SHOULD BE RETAINED. IN THAT CASE, THE
NGO RETAINS ULTIMATE CONTROL OF THE FUNDS, BUT ENTERS INTO
A HRIITEN AGREEt1ENT I-lITH A MANAGER FOR DAY-TO-DAY .
INVESTI'lENT A}lD ACCOUNTING SERVICES., THE CONTRACT SHOULD
SPECIFY THE GENERAL PARAMETERS OF THE TYPES OF INVESTMENTS
TO BE PERMITTED, AND THE AMOUNT AND TIMING OF INCOME TO BE

'DISBURSED TO THE ORGANIZATION FOR ITS OPERATIONS. THE
REQUIREMENT FOR SUCH A CONTRACT SHOULD BE INCLUDED IN THE
GRANT AGREEMENT AND THE MISSION SHOULD REVIErl AND APPROVE
THE CONTRACT EITHER PRIOR TO THE SIGNING OF THE GRANT, OR
PRIOR TO THE DISBURSEMENT OF FUNDS INTO THE ENDOr/MENT.
THE GRANT AGREEMENT SHOULD ALSO SPECIFY THAT l\NY
AMENDi'lENTS TO THE FINANCIAL MANAGEMENT AGIU~EMENT MUST BE

AID DURING THE PERIOD OF USAID OVERSIGHT.

(D) SEPNU\TE ACCOUNT, IF THE NGO HAS FUNDS fRO['-! OTHER
SOURCES, THE fUNDS CONTRIBUTED I3Y USl\ID TO THE

THE DISADVP~TAGES ·ro USING A TRUST &~~~GEMENT ARE:

----- IF A SUITABLE TRUSTEE DOES NOT ALREADY EXIST,
CREATING A NEH ORGANIZATION COULD BE DIFF:':CULT, TIME
CONSm'lING, )..N1) J?XPENSIVE.

----- EXISTING, EASILY ACCESSIBLE TRUSTEES, SUCH AS BANKS,
MAY TEN~ TO BE EXTREMELY CONSERVATIVE IN THEIR INVESTI1ENT
STRATEGIES, ~~1) NOT ENSURE THE BEST RETURN ON THE 'FONDS.

----- USE OF A TRUST ARRANGEMENT COULD RESTRICT THE NGO'S
ABILITY TO BUILD A CAPACITY FOR MANAGEMENT OF LONG-TEill1
ASSETS. A LHlITED TRACK RECORD IN THIS AREi\ COULD
FRUSTRATE THE NGO'S EFFORTS-TO USE THE USAID FUNDING TO
LEVERAGE CONTRIBUTIONS FROM OTHER SOURCES.

------ (II) Ml INTERMEDIATE ARRANGEMENT THAT IS COMMON
N10NG U.S: ORGfu~IZATIONS IS FOR THE BENEFICIARY'
ORG~~IZATrON TO FORM A SEPARATE FINANCE COMMITTEE FOR
t1ANAGEr~ENT OF THE FUND, THE COMMITTEE TAKES ITS GENERAL
DIRECTION FRQt·1 THE BOARD OF DIRECTORS OF THE ORGANIZATION,
BUT INCLUDES OUTSIDE MEMBERS HITH FINANCIAL EXPERTISE. IF
SUCH AN ARRANGEl1ENT IS CONTEMPLATED, IT SHOULD BE
SPECIFIED IN THE GRANT AGREEMENT. THE NUMBER AND
QUALIFICATIONS OF THE OUTSIDE MEMBERS MAY ALSO BE

'SPECIFIED, A}w USAID SHOULD ENSURE THAT A SATISFACTORY
COl'lNIITEE HJl.5 BEEN FORNED PRIOR TO THE DISBURSEt1ENT, OF
FUNDS.
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ENDO\'lMENT, AND THE RETURN ON THOSE FUNDS, SHOULD BE HELD
IN A SEPARATE ACCOUNT TO FACILITATE MONITORING. IN MOST
CASES, THIS SHOULD NOT INTERFER'E \'lITH HAVING t1ULTI - DONOR
CONTRIBUTIONS TO AN ENDOy~ENT FUND. IN FACT, ~~y

UNCLAS
-. AI,DAC SECSTATE', 201800

ORGl\.NIZATIONS PREFER THIS-ARRANGEMENT, SINCE IT PROVIDES

SOME INCENTIVE TO SUBSEQUENT CONTRIBUTORS TO ADD FUNDS
THAT ARE ALSO IDENTIFIABLY THEIR OWN, AND TO HHICII THEY
MAY ALSO HANT TO ATTACH CONDITIONS. HOWEVER, IF A
l>lISSION OR BUREAU BELIEVES THAT A SEPARATE ACCOUNT IS
NOT FEASIBLE UNDER A PARTICULAR SET OF CIRCUMSTANCES',
THEY MAY REQUEST AN EXCEPTION TO THIS REQUIREMENT FROt1
PPC.

(E) TYPES OF INVESTMENTS. ALTHOUGH THE STATUTORY
PROVISION AUTHORIZING THE RETENTION OF INTEREST N~

ESTABLISHMENT OF'ENDOy~ENTS STATES THAT THE FUNDS ~~Y BE
PLJl.CED IN "INTEREST BEARING ACC-OUNTS II, \·m HAVE NOT
INTERPRETED THIS PROVISION TO RESTRICT INVESTMENTS OF
THESE FUNDS TO SAVINGS ACCOUNTS OR SIMILlUl INSTRU?·IENTS.
RATHER, \·m READ THIS LANGUAGE MERELY AS PART OF THE
POSITIVE AUTHORITY CONGRESS HAS PROVIDING·TO OVERCOME
NORMAL PROHIBITIONS ON RETAINING IIINTEREST" ON
APPROPRIATED FUNDS. AS A V~TTER OF POLICY, THE
INVESTMENTS SHOULD BE SOUND AND ·PRUDENT AND NOT INCLUDE
Jl~Y OF A HIGHLY SPECULATIVE NATURE. THE SPECIFIC
INVESTMENTS HHICH HILL BE MOST BENEFICIAL HILL VJl_':?Y
ACCORDING TO THE PARTICULAR CIRCUMSTANCES, Jl~ ~~y

INCLUDE EQUITY INVESTMENTS.

(F) LIFE OF THE ENDOY~ENT. IT MAY NOT BE NECESSJl~Y OR
DESIRABLE IN ALL CJl.SES TO CREATE AN ENDO\'1l1ENT \HTH USAID
FUNDS L~~GE ENOUGH TO FINANCE ACTIVITIES IN PERPETUITY,
p~ TO PERMIT THE USE OF THE INVSTI1ENT INCOME ONLY. IN
SOME CJl.SES, IT MA BE PREFERABLE TO DRAH DOHN ON THE
PRINCIPAL TO SOME DEGREE, AS \·lELL. FOR EXAMPLE, USAID r
t1AY FINANCE AN ORGANIZATION HITH THE UNDERSTANDING THAT
IT HILL BE SEEKING ADDITIONAL FUNDING FROM OTHER'
SOURCES. IF THE FUNDING MATERIALIZES AS PROJECTED, ONE
OPTION MAY THEN BE TO PRESERVE THE ENDOy~ENT PRINCIPAL
GRANTED BY USAID. AN ALTERNATIVE APPROACH MAY BE TO
SPEND DOWN THE USAID FUNDS AND RETAIN THE NE\-l FUNDING AS
THE SOURCE OF ON-GOING INCOME. IF THE ADDITIONAL
FUNDING DOES NOT MATERIALIZE AS PLANNED, IT ~~Y BE

A.TION TO BEGIN DRAHING DOHN .
PRINCIPAL IN ORDER TO OPERATE AT A REASONABLE LEVEL OF
ACTIVITY, RA.THER THAN OPERATE AT A IJEVEL THAT "IOULD HAVE
LIMITED IMPACT, EVEN IF THIS MEANS THAT IT MAY CEASE TO
OPERATE ALTOGETHER IN A NUMBER OF YEARS.

IN OTHER CASES, USAID 11l\Y BELIEVE THAT THE USErUL LIrE
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OF THE ORGk~IZATION IS LIMITED, ~~ THEREFORE
PRESERVATION OF THE ENDOWMENT PRINCIPAL IS NEITHER
NECESSARY NOR DESIRABLE. FINALLY, BUDGETk~Y CONST?~I~lS

HAY LIMIT TnE SIZE OF THE EN~OWMENT AND NECESSITATE
DRA'dDOHN'S. A HORD OF CAUTION, HOWEVER: IF THE Fill'I"DS

DRAHN DOHN TOO RAl2-IDLY, THE ENDOWMENT GOULD APPEAR
TO BE NOTHING MORE THAN AN ADVANCE OF FUNDS, AND THE
FAILURE TO APPLY NORMAL FUNDING CONTROLS AND
RESTRICTIONS COULD'BE CALLED INTO QUESTION. THE MINIMUM
PERIOD OVER v8ICH WE WOULD EXPECT THE USAID FUNDS TO BE
DRAHN DOWN IS 10-15 YEARS.

(G) FINANCIAL PLANS. IN ALL CASES, THE'FIN~~CIAL
PLANS, INCLUDING THE PROJECTIONS FOR RETURNS ~THE
CIRCUM~TP~CES UNDER ~mICH DRAyIDOWNS OF PRINCIPAL k~E TO
BE PE~1ITTED, SHOULD BE REVIEWED BY USAID PRIOR TO THE
APPROV~~ OF FUNDING FOR THE ENDO~lliffiNT.

(H) TP~ CONSEQUENCES. THE CREATION OR F~uING'OF
ENDOI'iL,1ENTS HAY TRIGGER A NUMBER OF TAX CONSEQUENCES
:eN THE U.S. (BOTH FEDERAL AND STATE) AS HELL AS IN THE
HOST COUNTRY. OF COURSE, THE BENEFICIARY NGO ~.S

ULTIL1ATE" RESPONSIBILITY FOR ASSESSING ITS TAX
LIABILITIES. NEVERTHELESS, TAX ISSUES SHOULD BE
THOROUGHLY EXPLORED PRIOR TO THE APPROVAL OF P~

E~"DOy~ENT, SINCE THEY AFFECT FINP~CIAL PROJECTIONS. A
SEPARATE INFORMATION PACKAGE ON U.S. TAX ISSUES HAS BEEN
PREPJLt{ED FOR INTERNAL GUIDANCE AND IS AVAILABLE FROl'1 GC
OR PPC. TriO OF THE MOST SALIENT POINTS, EXEMPT STATUS
fu~ DEDUCTIBILITY OF CONTRIBUTIONS, ARE BRIEFLY
DISCUSSED BELOW.
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INCOl,E FROH INVESTMENTS IN THE U. S. 'YIILL GENERALLY BE
SUBJECT TO FEDEPJlli TAXES AND TAXED AT THE CORPOP~TE P~TE

mlLESS THE NGO HAS BEEN RECOGNIZED AS A C~t{ITABLE

ORGANIZATION UNDER SECTION 501 (C) (3) OF THE U.S.
INTER.i\!AL REVENUE CODE. (A SEPARATE EXEMPTION, UNRELATED
1'0 501 (C) (3) STATUS, IS APPLICABLE TO INTEREST INCOt-1S
FROt1 U. S. BANK ACCOUNTS.) FOREIGN ORGANIZATIONS CAN
ACQUIRE EXEI'lPT STATUS BY FILING ·FORt1 107.3. THE IRS
GENERALLY TAKES A MINIC'-'IUt1 OF THREE MONTHS TO PROCESS THE
APPLICATION, IN ITS REVIEW, THE IRS EMPHASIZES
FINANCIAL 11ANAGEMENT CONTROLS AND ACCOUNTABILITY
MEASURES, SO A THOROUGH ANALYSIS OF MANY OF THE ISSUES

ASSURE

SOl(C) (3) STI\TUS r-OR THE ORGANIZATION. IN GENERAL,
CONTRIBUTIONS BY l\ U. S. CITIZEN TO A rOl~EIGN

ORGANIZATION ARE NOT Tl\X DEDUCTIBLE, NOI~ ARE
CONTRIOUTIONS TO l\ U.S. ORGANIZATION THAT IS l\CTING
MERE CONDUIT FOR FUNDS rOR l\ FOREIGN ORGANIZATION.
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THERE ARE CIRCm1STANCES UNDER HHICH AU. S. ORGA.NIZl\TION
Cl\N CHANNEL FUNDS TO A FOREIGN ORGANIZATION \HTHOUT
JEOPARDIZING THE DEDUCTIDILITY OF THE FUNDS, BUT TilE
RULES ARE FAIRLY C0I1PLEX AND NEED TO BE FOLLO\-lED
CLOSELY.

LEGAL-REGULATORY ENVIRONMENT~ IN MANY DEVELOPING'
OUNTRIES, ENDOHl'1t:.:NTS ARE NOT A FJ\MILIAR FUNDING
.RR.l\NGEMENT. THE HOST COUNTRY LAY1S AND REGULATIONS t·1J\Y
OT BE APPROPRIATE, THEREFORE, FOR ESTABLISHING
NDOWMENTS, AT LEAST IN SOME FORMS. TO OVERCOME GAPS IN
'HE LAH, THE CHAH.TER OR BY - LAHS OF THE ORGANI Z.2l..TIONS Hl\ Y
AVE TO INCLUDE ITEMS NOT NORMALLY FOUND IN THESE
OCU!'1ENTS. BOCAL LEGAL COUNSEL SHOULD BE CONSULTED EARLY ~

N THE PROCESS. MISSIONS SHOULD RECOGNIZE, HO\'IEVER t THAT'
F ENDOylMENTS )l..RE NOT COMMON IN A COUNTRY t EVEN FINDING

.,OCAL COUNSEL \-orno CAN PROVIDE RELIABLE ADVICE COULD BE
·ROBLE~~TIC. THE MISSION MAY NEED TO CONTRACT OUTSIDE
ONSULTANTS IN ORDER TO GAIN A FULL UN'TIERSTANDING OF THE
,0CJl.L LEGAL /l.ND TAY. ISSUES INVOLVED. -
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OBLIGATION.OF FUNDS

.. GKANT AGREEMENT. AS STATED )lEOVE, OBLIGATION OF FONuS
'ILL NOm1ALLY BE THROUGH A GRANT AGREEMENT. ALTHOUGH
'HSRE ARE SUBSTJl.NTIAL DIFFERENCES . BET\'lE EN OUR NORt/JP.L
;R.)lJ-IT- FUNDED ACTIVITIES AND ENDOHMENTS, \'lE Jl.RE STILL
:RANTING THE. FUNDS TO THE BENEFICIARY ORGANIZ.~TIONt NID
:I1f?OSING CERTAIN RESTRICTIONS ON THE USE OF TP.E FUNDS, l~LL

IF \"lHICH t1UST BE INCORPORATED INTO THE GRANT AGREEt1ENT t

:ITHER DIRECTLY OR BY REFERENCE, NEVERTHELESS, EVEN
'HOUGH THE GRANT AGREEMENT IS THE BASIC OBLIGATION
10CU?'iENT, IT MUST BE MODIFIED SUBSTANTIALLY. IN A t1ANNER
:n'lILP.R TO THE t.-JODIfICATIONS vlE MAKE TO GOVERl',~ENT-TO

;OVERNl1ENT GRANT AGREEMENTS FOR CASH TRANSFERS. A t10DEL
~GREEt-1ENT HILL BE DEVELOPED IN THE NEAR FUTURE. ., r

\. USE OE FUNDS. THE GRANT AGREEMENT SHOULD STATE ANY
:ESTRICTIONS ON THE USE OF FUNDS, PARTICULARLY IF THE
IRGANIZATION IS NOT TO BE PERMITTED TO USE THE fUNDS FOR
iliL OF THE PURPOSES FOR vmICH IT HAS BEEN ORGANIZED, OR
mICH ARE PERMITTED UNDER ITS CHARTER.

;. RESTRICTIONS ON FUNDS. A NORMAL GRANT AGREENENT
:ONTAINS A PANOPLY Or: RESTRICTIONS ON THE USE Or: THE
"lJNDS, MOST OF HHICH ME STATUTORILY IMPOSED. SINCE
:NDOYlt1ENTS ME CREATED IN ORDER TO PROVIDE THE
11TH 1\ STAnLE SOURCE OF INCOME, THE .PRIMARY
IURPOSE FOR HHICH THE FUNDS ME TO BE USED IS l\CCOt-1[lLISIlED
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AT THE TnG TH'E ENDOH1"IENT IS FUNDED, ALTHOUGH WE MAY
RETAIN A SunSIDIARY INTEREST IN HOW THE FUNDS ~~E LATER
USED, AS HELL. AN ENDOWMENT IS THEREFORE SIHILAR TO A
CASH TRP~S?ER, ~~ NORMAL STATUTORY RESTRICTIONS DO NOT
APPLY AS A'i'Vl.TTER OF LAH. HOWEVER, WE HAVE DETERMINED
THAT THE FOLLOvlING RESTRICTIONS SHOULD BE APPLIED AS A
MATTER OF POLICY:

...
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1. SOURCE/ORIGIN. BECAUSE USAID OVERSIGHT OF
ENDOWMENTS WILL BE SOME'YffiAT LIMITED; THE ORGANIZATIONS
RECEIVING ENDO'Y~ENTS WILL OFTEN HAVE OTHER FUNDING SOURCES
FOR THEIR OPERATIONS; SEP~~TION OF WHICH FROi'1 USAID
FUNDING COULD BE EXTREMELY BURDENSOME; AND IN MOST CASES
THE INCOME FROM THE USAID FUNDS 'Y1ILL BE SPENT RATHER THAN
THOSE Fu~S THEMSELVES, USAID WILL NOT IMPOSE ANY,FLAT
SOURCE/ORIGIN REQUIREMENTS. HOWEVER, BENEFICIPRY
ORGANIZATIONS SHOULD BE ENCOURAGED TO MAKE A GOOD FAITH
EFFORT TO FOLLOH THE GENERAL PARAMETERS OF OUR .
SOURCE/ORIGIN RULES, RECO~NIZING THA~ THE SOURCE OF'THE
FUNDS IS THE.U.S. GOVERNMENT. THE GRANT AGREEMENT SHOULD
CONTAIN A CLAUSE TO THIS EFFECT. COMPLIANCE HITH THIS
GOOD FAITH EFFORT \'1ILL NOT BE MONITORED. MISSIONS SHOULD
BE AHARE THAT SOURCE/ORIGIN IS ALvlAYS A SENSITIVE ISSUE,
AND FAILURE OF THE ORGANIZATION TO MAKE SUCH A GOOD FAITH
EFFORT COULD POSSIBLY JEOP~~DIZE CONTINUATION OF OUR
ENDOWMENT AUTHORITY.

2. FM1ILY PL~~ING ACTIVITIES. NONE OF THE FUNDS t1ADE
AVAILABLE THROUGH AN ENDOy~NT, INCLUDING INVESTI1ENT
INCOME, ~~Y BE USED --

(1) TO COERCE ANY PERSON TO PRACTICE ABORTION; OR

(2) TO PAY FOR THE PERFORMANCE OF INVOLUNTARY

STERILIZATIOL~S OR TO COERCE OR PROVIDE ANY FINANCIAG
INCENTIVE TO ANY PERSON TO UNDERGO STERILIZ.ATION.

D. CONDITIONS PRECEDENT. THE GRANT AGREEMENT SHOULD
~STATE THAT, PRIOR TO THE DISBURSEMENT OF FUNDS, THE

l?OLLOYlING t-ruST BE REVIEI-IED AND APPROVED BY THE MISSION:

1. THE FINANCIAL PLAN, yl}{ICH INCLUDES A REALISTIC
PROJECTION Of INCOME FROM THE ENDOY~ENT; AND

2. THE J\RRl\.NGH1ENTS FOR MANAGEMENT OF THE ENVOy/MENT
fUND, I-/HICH SHOULD INCLUDE AN EXECUTED TRUST l\GREEMENT OR
fINI\NCII\L !'1l\.NI\GEC'lENT CONTRl\CT I f THEY l\RE TO BE USED, OR
fOfU1l\TION Of 1\ l?INl\NCE COMtHTTCE.
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E. COVENl\NTS. THE GRANT AGREEMENT SHOULD INCLUDE THE
FOLLO\'l!NG COVENANTS:
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1. 1\ COVENANT THAT THE TIWST AGREEMENT, FINANCE
COl1t1ITTEE, OR FINANCIl\L Ml\NAGG-MENT CONTRl\CT CANNOT ·13E

? USl\ID OVERSIGIIT \-lITHOUT TllE ' .
APPROVl\L OF USl\ID; l\ND

2. A COVENl\NT REQUIR~NG THAT IF EITHER THE NGO OR TilE

::NDOi'lI-1ENT ARE DISSOLVED AT ANY TIME (EVEN AFTER THE PERIOD
OF USAID OVERSIGHT), ANY FUNDS REMAINING IN THE ENDOVli'-12NT
r·rusT BE RETURNED TO THE U.S. TREASURY AS MISCELLANEOUS
RECEIPTS, UNLESS USAID AGREES OTHER\-lISE.

F. MO~ITORING BY USAID. THE GRANT AGREEMENT SHOULD
EST~BLISH THE PERIOD OF USAID OVERSIGHT, AND·THE LEVEL OF
r~ONITORING THAT HILL BE PERfORMED DURING THAT PERIOD. IN
GENERJl.L, THE ENDOHl'-1ENT AND USE OF FUNDS SHOULD BE
lljONITORED FOR A MINIMUM OF FIVE YEARS AND A MAXlMUl"1 OF
TEN. FURTHER DETAILS ON t-10NITORING ARE INCLUDED BELOI·/.

G. TERl-1INATION. THE 'GRJl.NT AGREEMENT SHOULD INCLUDE TilE
NOR11AL RIGHTS TO TERMINATE AT USAIDIS ,OPTION IF FUNDS J.:RE
It~PROPERLY USED, TO APPLY DURING THE. PERIOD OF USAID
OVERSIGHT. ~nDITIONALLY, THE GRANT AGREEMENT SHOULD
SPECIFY ,THAT FAILURE TO PROVIDE' A SCHEDULED AUDIT REPORT
TO USAID, OR SERIOUS ADVERSE AUDIT FINDINGS, iHLL
CO[olSTITUTE DEFJWLT UNDER THE AGREEMENT AND CAN BE
CONSIDERED GROUNDS FOR TERMINATION. THE GRJl.NT AGREH'!ENT
SIlOUfJO ALSO PROVIDE THAT I r THE GRANT IS TERMINATED, ANY
FUNDS REi·1AINING IN THE ENDOHMENT MUST BE REFUNDED TO
USAID.

VI. 110NITORING AND OVERSIGHT r
A. MONITORING BY USAID. THE DEGREE OF MONITORING BY
USAID THAT IS DESIRABLE ~.ND FEASIBLE WILL BE INFLUENCED TO
SOME DEGREE BY THE SPECIF~C CIRCUMSTANCES SURROUNDING THE
ENDo\-n-1ENT. IF THE ORGANIZATION HAS A GOOD TRACK RECOIW,
AND HE ARE FUNDING THE ENDm'n1ENT AS PART OF A DECISION TO
TERMINATE DIRECT USAID ACTIVITIES IN THE COUNTRY, LIIHTED
OVERSIGHT BY USAID MIGHT BE ALL THAT IS NEEDED OR EVEN
FEASIBLE. ON THE OTHER HAND, IF THE ORGANIZATION IS NSH
AND \-lE l\RE MAINTAINING A PRESENCE IN THE COUNTRY, MORE
OVERSIGHT FOR A LONGER PERIOD OF TIME MIGHT BE
APPROPRIATE.

IN ANY CASE, THE OVERS IGllT THl\T IS PERMITTED iHLL 13E
LH-lITEO TO SOME DEGREE BY THE NATURE or THE TRl\NSACTION.

,
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IN ~~RIVING AT THE LEGAL DETERMINATION THAT NO~~L

STATUTORY RESTRICTIONS-NEED NOT BE APPLIED TO THE FUNDING
OF AN ENDOHMENl', WE ARE RELYING ON THE RATIONALE THAT THE

OF THE ASSISTJl.~CE IS ACHIEVED AT THE TIME THE
EN~O\~NT IS FU~ED IF USAID ~.INTAINS TOO HIGH A LEVEL
OF INVOLVEMENT IN THE SUBSEQUENT PROJECT ACTIVITIES, THIS
LOGIC WILL BE UNDERMINED, ANB IT COULD BE CONCLUDED T~~T A
NOID~~ GRANT AGREEMENT WAS THE MORE APPROPRIATE ~~SISTANCE

VEHICLE, NO CLEAR LINE CAN BE DRAI'TN" BETWEEN \'THAT IS THE
RIGHT LEVEL OF INVOLVEMENT AND OVERSIGHT AND \'Hi.AT IS': TOO

t~CH. HOWEVER, THE FOLLOWING EXAMPLES CAN BE USED AS A
GUIDE:

1. THE Pk~TICIPATION OF A USAID EMPLOYEE ON THe BOJl._~

OF DIRECTORS OF THE ORGANIZATION OR THE TRUST (IF THE
TRUSTEE ALSO HP~ SOME SUBSTANTIVE OVERSIGHT ROLE IN
ADDITION TO HAVING RESPONSIBILITY FOR. THE FUNDS) IS
PEfu~ISSIBLE ONLY IF IT IS IN AN EX-OFFICIO (I.E.,
OFFICIALLY REPRESENTING USAID) NON-VOTING CAPACITY.

2. REQUIRING THP.T USAID APPROVE THE FIRST BOARD OF
DIRECTORS IS PERMISSIBLE; BUT APPROVING REPLACEMENTS AFTER

THAT IS NOT. (THE BY-LAI'1S SHOULD BUILD IN A REPLACEMENT
MECHANISM vrnICH GIVES USAID CONFIDENCE THAT THE
REPLACEMENTS HILL BE ~.CCEPTABLE HITHOUT USAID OVERSIGHT.)

3. RETAINING THE RIGHT TO APPROVE SUBGRANTS r1ADE BY TnE
NGO IS NOT PE~1I$SIBLE.

.r
4. REQUIRING SUBMISSION OF THE NGO'S ANNUAL REPORT, OR

AN ANNUAL REPORT SPECIFICALLY PREPARED FOR USAID, IS
PERMISSIBLE AND USUALLY DESIRABLE.

B. MONITORING AFTER THE PERIOD OF USAID OVERSIGHT.
rHSSIONS AND BUREAUS FINANCING ENDOvlMENTS ALSO NEED TO
ASSURE THEMSELVES THAT ADEQUATE ARRANGEMENTS ARE IN ~LACE

TO ENSURE MONITORING OF THE ENDOy~ENT BY OTHERS (E.G.,
THROUGH PUBLICATION OF l\NNUAL REPORTS AND l\UDITS AND
DISTRIBUTION TO THE BROl\D NGO COMMUNITY) AFTER THE PERIOD
or- USAID OVERSIGHT ENOS. APPROPRIATE PROVISIONS SHOULD BE
INCLUDED IN THE GRl\NT l\GREEMENT /\NO/OR TRUST AGREEMENT.
THIS ISSUE SHOULD BE EXPLICITLY l\.DDRESSED DURING PROJECT
DESIGN AND APPROVI\L.

.'" .
C. I\UDITS. I\.N I\NNUI\L /\IJl)IT DURING THE PERIOD or USI\J:!)
OVERSIGIlT, l?OLLOvIiNG TIII~ NORMI\L A·1J3 AUOIT PROCC(lUIU~S, IS
REQUIRED IN I\LL CI\SES. TilE li.EPOli.T SHOULD COVEll 001'1f 'fifE
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J-Y.;t{l::t:r'lENT SHOULD .sPECIFY THAT' ·FAILURE TO P,ROVIDE A
SCHEDULED AUDIT REPORT TO'USAID,' OR SERIOOS ~VERSE AuuIT
FI-NDINGS, \'/ILL CONSTITUTE DEFAULT UNDER THE l\GREEl1ENT AND
BE. CONSIDERED GROUNDS FOR TERMINATION OF THE AGRESt'1ENT -AND
REFUND OF THE F'UNDS REMAINING IN THE ENDOi·lMENT.
ADDITIONALLY, THE ENDO\-lMENT SHOULD 'BE INCLUDED IN THE

UDIT UNIVERSE, IN ACCORDANCE WITH AUDIT
11l\NAGEMENT RESOLUTION PROGRN1. IN ORDER TO ENSURE THAT IT
IS TRACKED l\ND !'~ONITORED, EVEN THOUGH THERE \'/ILL NOT BE
ANY DISBURSEMENTS FROM USAID DURING MOST OF THE OVERSIGHT
YEARS.

VII, MULTI-DONOR ENDOWMENTS

ENDO\-1r-mNTS INVOLVING, MORE THAN ONE DONOR 11AY REQUIRE SOME
DEVIATIONS FR011 THE ABOVE GUIDANCE. IN SUCH Cl\SES,
SPECIFIC ADDITIONAL GUIDANCE SHOULD BE SOUGHT FROM PPC AND
GC.

VIII. CONSULTATIONS

Ei'mOi·n·jENTS CAN INVOLVE VERY COMPLEX STRUCTURES AND
AGREEHENTS, . AND !·iAY BE AFFECTED BY BOTH LOCAL AND U. S.
Lfl.\·lS AND TAX REGULATIONS. IF THE AMOUNTS INVOLVED ARE
L1Lt:(GE, THE POTENTIAL FOR ABUSE OR l1ISUSE OF F-UNDS
INCREASES, PARTICULARLY SINCE MANY OF THE NORl1AL USAID
CONTROLS CANNOT BE APPLIED. ADDITIONALLY, THE STAFF
RESOURCES NEEDED TO ESTABLISH AN ENDOHMENT LvlAY BE GREATER
THAN ANTICIPATED. ALTHOUGH USAID HAS GAINED A
CONSIDERABLE A.l10lJNT OF EXPERIENCE \-lITH LOCAL CURRENCY
ENDOHl-1ENTS, HE DO NOT HAVE EXTENSIVE EXPERIENCE CREATING
ENDOi--lMENTS HITH APPROPRIATED DOLLARS. FURTHERMORE, DOLLAR
E~~OvlMENTS ARE LIKELY TO BE SUBJECT TO A HIGHER LEVEL OF
SCRUTINY BY CONGRESS AND OTHER OUTSIDE ORGANIZATIONS THAN
TP...AT HHICH IS GIVEN TO LOCAL CURRENCY ENDO\'lMENTS. IT IS
THEREFORE ADVISABLE FOR A MISSrON OR BUREAU THAT IS
CONTEMPLATING FUNDH!G AN ENDOHMENT TO SEEK 1\PPROPRIATE
ADVICE FROM LOCAL M~ U. S. LEGAL COUNSEL, AS HELL AS PPC
A.N~ GC t AS THE FIRST STEP IN THE PROCESS. r
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~AT SHQ'ULD BE DONE',": E~ QUOTE. 'TH'E' ASIA BU~EAU PLANS TO
RAISE THIS ISSUE AGAIN IN ITS RECLAMA DUE ON OCTOBER 70.
HE WILL KEEP YOU INFORMED, Jl.ND WILL NOTIFY YOU ASAP AS TO
HOW/vlliETHER THIS ACTIVITY WILL BE FUNDED.

3. THE BUREAU CONDUCTED ITS REVIEW OF THE IBCP PID ON
AUGUST 10, 1993. THE REVIEW WAS CHAIRED BY ASIA/DR,
PHYLLIS FORBES. OFFICES REP~ESENTED INCLUDED ASIA (EA,
FPM, AND DR/TR/PD) GC/ASIA, R&D/ENR, D/POL, POL/IDP AND
STATE/EAP/J. USAID/JAKARTA WAS REPRESENTED BY JERRY
BISSON WHO PROVIDED AN~BXCEuLENT)OVERVIEW OF THE USD 60
MILLION, INDONESIAN-JAPANESE-AMERICAN BIODIVERSITY
CONSERVATION PROGRAM WHICH SUPPORTS IMPLEMENTATION OF THE
INDONESIAN BIODIVERSITY ACTION PLAN.

4. THE BUREAU COMMENDS USAID/JAKARTA ON ITS CREATIVE ~

PROPOSAL FOR THE A.I.D. COMPONENT OF THE PROGRJl~; I.E.,
ENABLING THE NGO COMMUNITY IN INDONESIA TO ASSUME A
PARTNERHSIP ROLE WITH THE GOVERNMENT OF INDONESIA (GOI) TO
MONITOR ~u PROTECT BIOLOGICALLY DIVERSE HABITATS; AND TO
ENSURE A POLICY ENVIRONMENT THAT FOSTERS BIODIVERSITY
CONSERVATION. WE AGREE THAT THIS ~AN BE FACILITATED BY
ESTABLISHING THE INDONESIAN FOUNDATION FOR BIODIVERSITY
CONSERVATION AS AN INTERNATIONALLY RECOGNIZED NGO CAPABLE
OF STIMULATING JOINT EFFORTS OF GOVERNMENT INSTITUTIONS,
UNIVERSITIES, NGOS, INDIVIDUALS ]l~ INTERNATIONAL DONORS.

5. PROJECT APPROACH. USAID/JAKARTA'S PARTICIPATION IN
THE DESIGN OF THE INDONESIAN BIODIVERSITY PROGRM1 IS ON
THE LEADING EDGE OF AGENCY EFFORTS TO INCREASE AMERICAN
JAPANESE COLL]l~ORATION TO CONSERVE BIODIVERSITY. LESSON~

LEARNED FR0l1 THE- JOINT PROGRAM IN INDONESIA .,WILL-HAVE
pbTENTr"AL' 'FOR GLOBAL-' A'PPLICATION. - THIS APPROACH PRESENTS
A'NUMBER OF DESIGN CHALLENGES THE MOST IMPORTANT OF vrnICH
ARE ESTABLISHING A MODEL FOR INVOLVING THE JAPANESE IN
PROGRAM IMPLEMENTATION, AND OBTAINING'AGREEMENT FROM THE
JAPANESE GOVEP~~ENT'S MINISTRY OF FOREIGN AFFAIRS (MOFA)
THAT IT WILL PROVIDE FUNDING FOR FOUNDATION OPERATIONS AND
PROGRAMS AS DISCUSSED IN REFTELS.

r
6. DE~IGN ISSUES. THE BUREAU OFFERS THE FOLLOWING
GUIDANCE ON ISSUES CONCERNING THE CREATION, OPERATION AND
ENDOvmENT OF THE BIODIVERSITY FOUNDATION.

SECSTl\TE 316766
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(A) ~STABLISHING AN INDEPENDENT FOUNDATION

THE PID PROPOSES THAT THE FOUNDATION BE INDEPENDENT AND
SELF-GOVERNING; BUT, WITH' STRONG SUPPORT FROM AND LINKAGES
TO THE GOI. THERE IS CONCERN THAT THE FOUNDATION MAY NOT
BE ABLE To' ESTABLISH AND PRESERVE ITS NON-GOVERN1-lENTl\L
CI~CTER. TO ENSURE STABLE MANAGEMENT AND GOVERNANCE OF
THE FOUNDATION l\ND LIMIT CONTROL BY ANY GOVERNMENT, THE
MISSION SHOULD HORK rlITH THE FOUNDERS GROUP TO REACH
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AIDAC TOKYO FOR PAUL WHITE, JA~_~TA FOR C. WEDEN

E.O. 12356: N/A
TAGS:
SUBJECT: INDONESIA BIODIVERSITY CONSERVATION PID
- - (497-0384)

REF: (A) JAKARTA 06848, (B) STATE 1184535, (C)
'YIEDEN!LJI.UDATO TELECON OF OCT. 8, J.993, AND (D) JAKAH.TA
1076J.

J.. THIS CABLE CONSTITUTES AA/ASIA APPROVAL OF THE PROJECT
IDENTIFICATION DOCUMENT (PID) FOR THE INDONESIA
BIODIVERSITY CONSERVATION PROJECT (IBCP) ( AND DELEGATES
AUTHORITY TO THE DIRECTOR, USAID!JA~~TA, TO CONTINUE
PROJECT DEVELOPMENT. DELEGATION OF AUTHORITY IS ALSO
GIVEN TO THE DIRECTOR TO AUTHORIZE THE PROJECT IN THE
FIELD, PENDING NOTIFICATION OF AVAILABILITY OF FUNDS. AS
INDICATED IN REF C, AGENCY-HIDE BUDGET DELIBERATIONS ARE
IN PROCESS AND HILL NEED TO BE COMPLETED BEFORE FUNDING
FOR THE PROJECT CAN BE FINALIZED.

TO I AC; I ;"''J

.~-+- 1-
00 ! I~

u::;o I
~A I -c--
PPS
EXO

T eM
2. IT IS IMPORTANT TO NOTE THAT THE AGENCY'S FY 94 . r~-'-H~--~I---7i-~~

I -, .OVERALL BUDGET LEVEL IS'~PERCENT OF ITS ORIGINAL r~~I~~__+-__7-~
REQUEST. THE BUREAU DID NOT BUDGET FOR THE IBCP IN FY 91 r.1;~;:'" ..-/..
BECAUSE. OF OUR UNDERSTAL'IDING THAT ADDITIONAL FUNDS HOULD :'£i:UL.~._
BE· PROVIDED FOR THIS ACTIVITY. THE SOURCE AND LEVEL OF lI:no __1 r_
FUNDING, AS \-/ELL AS THE POSSIBILITY OF INCREMENTAL ~~~~;,_i ·_··F--
FUNDING, FOR IBCP ARE ISSUES PUT BEFORE THE .__.....-.. -·~l---

ADMINISTRATOR' S BUDGET REVIE'·'. . s.~;;,,·,jI- i ~
HE HAVE BEEN INFORMED THAT THE FOLLO\-IING BUDGET DECISION ~ j" J=
HAS MADE AT THIS REVIEH: QUOTE, THE USD '-6 MILLION IN FY 9 ~IJC ._

REQUIRED FOR THIS CENTER Ml\ Y BE FUNDED FROM THE Dl\ BUDGET ti. S n .. :=-I=-::::"
OF THE l\SIl\ /\NO NEAR c"J\ST BUREl\U IF THE BUREl\U DETE1UlINES - I I

~~II -r--,-.
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;Ai SHQULD BE DONE','" END QUOTE .. THE ASIA BUREAU PLANS TO
RAISE THIS ISSUE AGAIN IN ITS RECLAMA DUE ON OCTOBER 20.
HE WILL KEEP YOU INFORMED, ~~ WILL NOTIFY YOU ASAP AS'TO
HOW/rlliETHER THIS ACTIVITY WILL BE FUNDED.

3. THE BUREAU CONDUCTED ITS REVIEW OF THE IBCP PID ON
AUGUST 10, 1993. THE REVIE\-7 WAS CHAIRED BY ASIA/DR,
PHYLLIS FORBES. OFFICES REPRESENTED INCLUDED ASIA (EA,
FPM, AND DR/TR/PD) GC/ASIA, R&D/ENR, D/POL, POL/IDP AND
STATE/EAP/J. USAID/JAKARTA WAS REPRESENTED BY JERRY
BISSON WHO PROVIDED AN~BXCEuLENT)OVERVIEW OF THE USD 60 ~
MILLION, INDONESIAN-JAPANESE-AMERICAN BIODIVERSITY
CONSERVATION PROGRAM WHICH SUPPORTS IMPLEMENTATION OF THE
INDONESIAN BIODIVERSITY ACTION PLAN.

4. THE BUREAU COMMENDS USAID/JAKARTA ON ITS CREATIVE ~

PROPOSAL FOR THE A.I.D. COMPONENT OF THE PROGRAM; I.E.,
ENABLING THE NGO COMMUNITY IN INDONESIA TO ASSUME A
PARTNERHSIP ROLE WITH THE GOVERNMENT OF INDONESIA (GOI) TO
MONITOR AND PROTECT BIOLOGICALLY DIVERSE HABITATS; AND TO'
ENSURE A POLICY ENVIRONMENT THAT FOSTERS BIODIVERSITY
CONSERVATION. WE AGREE THAT THIS,~AN £E FACILITATED BY
ESTABLISHING THE INDONESIAN FOUNDATION FOR BIODIVERSITY
CONSERVATION AS AN INTERNATIONALLY RECOGNIZED NGO CAPABLE
OF STIMULATING JOINT EFFORTS OF GOVERNMENT INSTITUTIONS,
UNIVERSITIES, NGOS, INDIVIDUALS AND INTERNATIONAL DONORS.

5. PROJECT APPROACH. USAID/JAKARTA'S PARTICIPATION IN
THE DESIGN OF THE INDONESIAN BIODIVERSITY PROGRN1 IS ON
THE LEADING EDGE OF AGENCY EFFORTS TO INCREASE AMERICAN
JAPANESE COLLABORATION TO CONSERVE BIODIVERSITY. LESSQ~S

LEARNED FROM THE- JOINT PROGRAM IN INDONESIA ,.WILL-HAVE
PbTENTI".ii..L" 'FOR GLOBAl.'· APPLICATION. ' THIS APPROACH PRESENTS
A'NUMBER OF DESIGN CHALLENGES THE MOST IMPORT~~T OF ~~ICH
ARE ESTABLISHING A MODEL FOR INVOLVING THE JAPANESE IN
PROGRAM IMPLEMENTATION, AND OBTAINING' AGREEMENT FROM THE
JAPANESE GOVERNMENT'S MINISTRY OF FOREIGN AFFAIRS (MOFA)
THAT IT WILL PROVIDE FUNDING FOR FOUNDATION OPERATIONS AND
PROGRAMS AS DISCUSSED IN REFTELS.

r
6. DESIGN ISSUES. THE BUREAU OFFERS THE FOLLOWING
GUIDANCE ON ISSUES CONCERNING THE CREATION, OPERATION AND
ENDO\-~ENT OF THE BIODIVERSITY FOUNDATION.

(A) ~STABLISHING AN INDEPENDENT FOUNDATION

THE PID PROPOSES THAT THE FOUNDATION BE INDEPENDENT AND
SELF-GOVERNING; BUT, \-7ITH' STRONG SUPPORT FROM AND LINKAGES

J TO THE GOI. THERE IS CONCERN THAT THE FOUNDATION MAY NOT
BE l\.BLE To' ESTABLISH AND PRESERVE ITS NON-GOVERNMENTAL
C!~CTER. TO ENSURE STABLE MANAGEMENT AND GOVERNANCE OF
THE FOUNDATION AND LIMIT CONTROL BY ANY GOVERNMENT, THE
MISSION SHOULD HORK rlITH THE FOUNDERS GROUP TO REACH
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AGREEMENT ON REQUIREMENTS FOR" FOUNDATION STRUCTURE"
(INCLUDING BO~~S, BOARD COMPOSITION AND BOARD-MEMBER
SELECTION CRITERIA), BY-LAWS, AND OPERATING PROCEDURES ..

v CONCi.JRRENTLY, USAID/JAKARTA SHOULD WORK WITH THE GOI TO
ENS~RE TP~T THE.LEGAL AND-REGULATORY ENVIRONMENT IN
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INDONESIA BEST SUPPORTS THE EXISTENCE OF THE FOUNDATION.
THESE &~RANGE~3NTS'-- AND OTHERS" NECESSARY TO ESTABLISHING
THE FOUNDATION AS A WELL-FUNCTIONING, PRIVATE, LEGAL
ENTITY -- NEED TO BE COMPLETE BEFORE FUNDS FOR THE
ENDOHMENT ARE GRANTED"

(B) JUSTIFICATION FOR AN ENDOvlliffiNT
.-

THE PID DOES NOT PROVIDE A CLEAR JUSTIFICATION FOR USING
THE ENDOvlliffiNT MECHANISM INSTEAD OF ALTERNATIVES SUCH AS
TEClli~ICAL ASSISTJI~CE OR AN OPERATIONAL SUPPORT GRJl~T TO
HELP M&XE THE FOUNDATION SUSTAINABLE~ THE MISSION SHOULD
INCLlJDE SUCH JI. JUSTIFICATION IN THE PROJECT PAPERi I. E .-,

/
_' DEMONSTRATE THAT DEVELOPMENT INVESTMENT RETURN IS GREATER

IF A.I.D. ENDOHS THE FOUNDATION.

(C) BUSINESS k~ FINANCIAL PLAN FOR THE FOUNDATION

THE ENDOWMENT t-1ANAGEMENT STRATEGY HILL" DETERMINE yfrlETHER
A.I.D.'S CONTRIBUTION OF USD 15 MILLION IS ADEQUATE TO
COVER THE COSTS OF SUSTAINING THE FOUNDATION'S OPEP~TIONS

AND PROGRAMS DURING THE FIVE-YEAR PROJECT PERIOD AND
BEYOND. THE MISSION PLANS ~O CONDUCT ADDITIONAL FINANCIAL
ANALYSES AND TO CONSTRUCT A FINANCIAL PLAN FOR THE
FOUNDATION AS DESIGN CONTINUES. viE SUGGEST THAT PART OF
THIS rl0RK INCLUDE A PLAN ylHICH PROVIDES COST AND EARNINGS "
PROJECTIONS FOR A lO-YEAR PERIOD. THE FO~uERS GROUP
SHOULD IDENTIFY POTENTIAL SOURCES OF INTERNAL INDONESIAN
AS HELL AS INTERNATIONAL FINANCING, DEVELOPING A GROvITH
STRATEGY vrnICH PERMITS THE FOUNDATION TO FINANCE ITS
OPEP~TIONS AND PROGRAMS INCREASINGLY FROM OTHER SOURCES
OVER TIME.

(D) ENDOv~ENT PROCEDURES

USAID!JAKARTA PROPOSES THAT THE fOUNDATION H1PLEMENT A

FE\-/, HIGH-QUALITY I PILOT ACTIVITIES EARLY IN ITS fORMATIVE
STAGE-; THUS, GAINING CREDIBILITY FROM WHICH TO FORGE ITS
LEADERSHIP ROLE IN BIODIVERSITY. THESE ACTIVITIES v/ILL
NEED TO BE SUCCESSFUL IF THE FOUNDATION IS TO ESTABLISH A
-TRACK RECORD THAT JUSTIFIES PROVISION Or- AN ENDOv/MENT.
\'/E ARE CONCERNED THAT THE PID DID NOT DISCUSS HOI'/
DEcrs IONS v/ILL BE MADE ABOUT WHAT THE FOUNDATION r-UNDS;
I. E", HHAT PROCEDURES AND TECIlNICAL CRITERIA \-/IfJL BE USED
TO EVl\LUl\TE GRl\NT PROPOSl\LS I l\ND TO l\\-Il\lW GRANTS. T([ESE
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PROCEDURES AND CRITERIA SHOULD BE DEVELOPED CONCURRENTLY
WITH PREVIOUSLY OUTLINED WORK ON -FOUNDATION STRUCTURE,
OPERP.TIONS AND ~~~AGEMENT.
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(E) U. S. kND JAPF~ESE PARTICIPATION IN THE FO~~ATION

: THE PID DID NOT I~~ICATE HOW THE UNITED STATES &~ JAPAN
WILL PARTICIPATE IN THE FOUNDATION ON THE BOk~D 'OF
DIRECTORS (OR TRUSTEES). IN DISCUSSIONS AT THE PID
REVIEW, JERRY BISSON INDICATED THAT THE MISSION DOES NOT
PLAN EX OFFICIO PARTICIPATION ON THE BO&~D OF DIRECTORS;
BUT, THAT N1ERICAN PARTICIPATION PROBABLY WOULD COME FROM
THE NGO CO~1UNITY. WE SUPPORT THIS APPROACH: HOWEVER, IF
A.I.D. EMPLOYEES PARTICIPATE ON THE BOk~D OF DIRECTORS IN
AN EX OFFICIO_CAPACITY, IT SHOULD BE ON A NON-VOTING
B'ASIS-:-THIS-'YlOULD'-ALLOW A.I.D. A SEAT AT THETABLE, WHILE
PERMITTING A.I.D. TO MAINTAIN AN ARMS-LENGTH RELATIONSHIP
WITH ITS GRANTEE.

7. USAID'S REQUEST FOR ADDITIONAL GUIDANCE ON ENDOWMENTS.
REF (D) RAISES IMPORTANT QUESTIONS REGk~DING DRAFT
ENDOvmENT GUIDELINES AS THEY RELATE TO LOCAL CURRENCY;
INVESTI1ENT OF E~~O~1ENT FUNDS; REQUIREMENTS FOR AWARDING
ENDOy~ENTS TO NGOS; AND RULES GOVERNING A.I.D.'S OVERSIGHT
AND MONITORING OF AN ENDO\'MENT. WE WILL INCLUDE THESE
ISSUES IN THE BUREAU'S RECOr~1ENDATIONS FOR REVISIONS TO
THE GUIDELINES. F.S AGENCY POLICY REGARDING ENDOHl1ENTS
EVOLVES, USAID/JAK]L~TA WILL BE PROVIDED WITH SUPPLEt1ENTAL
GUIDANCE.
CHRISTOPHER
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