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Front Cover The findings, interpretations and conclusions expressed here have

Top left: A completed house, build by its owner, as part of the Housing Project
Top right: Houseowner with landtitle in Gampong Baro
Bottom: Life resumes in Banda Aceh

been prepared by the Secretariat of the Multi Donor Fund and do not
necessarily reflect the views of the Steering Commitee of the Multi Do-
nor Fund or of the entities represented by the individual members.
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[ | Steering Committee Co-chairs. From left: Andrew Steer, Kuntoro Mangkusubroto, Jean Bretéché

Il W Dancers performing at the Governor’s Residence

- Foreword by Steering Committee Co-Chairs

We are pleased to report that the Multi Donor Fund
for Aceh and Nias is fulfilling its promise of helping
the people of Aceh and Nias to build back better. The
Fund’s first anniversary of operations is an opportunity
to take stock of achievements, lessons and challenges.
It now consists of a $392 million portfolio of sixteen
projects that are actively contributing to the rehabili-
tation and reconstruction. Impressively, donors have
upheld their promises, with 93% of their pledged $547
million already formalized through contribution agree-
ments.

After a year of operations, we have an opportunity to
reflect on lessons learned. A consultation with our stake-
holders has generated a wealth of experience that is in-
cluded in this report. Some of the lessons that we would
like to emphasize are:

« The community-driven approach used by our pro-
jects, while requiring significant upfront invest-
ment in capacity building, has resulted in greater
client satisfaction, more rapid disbursement and
local empowerment

« Having a clear recovery assistance policy, flexible
financing and a simplified project approval pro-
cess have allowed for quality projects to be select-
ed and implemented more quickly

Kuntoro Mangkusubroto
Co-Chair
Director of BRR

Badan Rehabilitasi dan
Rekonstruksi

Jean Bretéché
Co-Chair

Ambassador, Head of Delegation
European Commission

« The Multi Donor Fund approach has contributed
to a strong partnership with the Government of
Indonesia, greater dialogue and clarity on recovery
policy and improved donor coordination.

As the Multi Donor Fund enters its second year, we
need to confront the challenges ahead. First, the Multi
Donor Fund needs to continue the responsiveness,
relevance and quality of its portfolio of investments
in the recovery. We will continue to fill urgent gaps
through high-quality investments and assess whether
the Fund needs additional resources to fulfill its role.
Second, monitoring and evaluation will be increasingly
important for informed decision-making and program
implementation. This will require an intensification and
coordination of M&E contributions made by all in-
volved stakeholders. Third, the role of the Multi Donor
Fund in donor coordination and policy dialogue for
the recovery should be enhanced. Our Steering Com-
mittee will be focusing on how we can more effectively
undertake these responsibilities.

The Multi Donor Fund and the Government of Indonesia
will build on these lessons and confront the challenges
in our continuing effort to build a better future for the
people of Aceh and Nias.
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Andrew Steer

Co-Chair

Country Director
World Bank
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M Steering Committee Meeting

- Joint Donor Statement

“We, the contributors to the Multi-Donor Fund, reiterate our support for its goal which is to efficiently and
effectively contribute to the reconstruction of a better Aceh and Nias following the earthquakes and the
tsunami. In this context, a “better” Aceh and Nias means not only improving infrastructure in accordance
with the Government’s Master Plan, but also addressing social concerns such as reducing poverty, improving
livelihoods, and increasing equity.

The expected results from achieving the above goal would be:
« Communities/community infrastructure regenerated

- Poverty alleviated

- Livelihoods restarted

- Larger infrastructure repaired

« Governance rebuilt

« Environment sustained

In February, the adoption of a strategy for the allocation of the remaining Multi Donor Fund financing
emphasized the principles of learning by doing, and co-financing, and has lifted the cooperation between
the Multi Donor Fund and the BRR to a higher level of partnership. We, the contributors to the Fund, welcome
this more strategic use of the remaining Multi Donor Fund resources to fill critical gaps in the rehabilitation
and reconstruction process, as well as leveraging Multi Donor Fund and BRR resources to improve the
overall effectiveness of the rehabilitation and reconstruction programs of Aceh and Nias.

We would like to thank the Secretariat of the Multi Donor Fund for writing this report, highlighting our
many achievements over the last year. We look forward to continuing our close cooperation and remain
committed to addressing any challenges that come before us.”

S o s A P

H.E. Jean Bretéché H.E. Nikolaos Van Dam Shantanu Mitra Andrew Steer H.E. Bjorn Blokhus
Ambassador, Head of Delegation Ambassador of the Netherlands Head of DfID Indonesia Country Director, World Bank Ambassador of Norway
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Message from Government
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B Kuntoro Mangkusubroto Director of the BRR

With the indulgence of my co-chairs, | would like to extend
my personal thanks to and endorsement of the Multi Donor
Fund on the occasion of this first Multi Donor Fund anniver-
sary report.

One year on, the Multi Donor Fund partnership with the
BRR has been of singular importance to the success of our
program. Following a respectfully cautious establishment
phase during which the Multi Donor Fund members set in
place sound governance arrangements, the Multi Donor
Fund soon established itself as an indispensable funding
source for critical elements of the Aceh-Nias recovery program
that may otherwise have proved difficult if not impossible
to fund.

The Sea Delivery And Logistics Program is an example. It is
doubtful that such a service would have found a ready bila-
teral or NGO sponsor elsewhere. Had it not been for funds
from the Multi Donor Fund, our ability to deliver materials
on the West Coast of Aceh and to the islands of Nias and
Simeleu would have been severely limited, perhaps even
non-existent in the case of the islands. The consequent impact
on roads would have been more severe and costly. It is likely
that inflation would also have been greater, eating into the
funds available for all recovery programs.

Likewise, the funds provided to the BRR by the Multi Donor
Fund through the Technical Support for BRR managed by
UNDP have been enormously helpful. It helped us engage
a large number of key advisers who enhanced our tech-
nical capacity at a time this strained to breaking point
under the enormous workloads we faced with a relatively
small organisation. It also helped us put in place a procure-
ment monitoring capacity that helped in directly fighting
our number one enemy — corruption. We would have strug-
gled without the former and would have been exposed to
serious risk in the latter had we not had this Multi Donor
Fund TA facility.

This report does an excellent job in identifying the many
other areas in which the Multi Donor Fund has contributed
to the Aceh-Nias rehabilitation and reconstruction program.
What it does not say — but which should be noted - is that
the Multi Donor Fund has proven itself to be one of the
most responsive, adaptive and relevant funding sources for
the Aceh-Nias rehabilitation and reconstruction program.
It fills major gaps that would have remained unfilled, creates
strategic enabling mechanisms that would have been im-
possible without it and provides a mechanism for large-scale
co-financing with donors that would have been very difficult
to achieve on a bilateral basis.

As the pool of programmable Multi Donor funds gradually
shrinks, | expect we may all come to regret the loss of
financial flexibility and responsiveness that the Multi Donor
Fund has been able to offer. It has laid many golden eggs
for our recovery program. | know we will all come to regret
a lack of access to these wonderful gifts. | fervently hope
further donor support will continue to breathe life into the
Multi Donor Fund as a vehicle for continuing excellence in our
recovery partnership.

| believe the regular Multi Donor Fund meetings have
provided a valuable forum for discussing the many issues of
mutual concern to all of us. The opportunity to workshop
various technical proposals has injected a higher level of
rigor than would otherwise been possible. Our combined
programs are greatly enhanced by the level of collective
intelligence we bring to these discussions.

On a personal level, | have been greatly impressed with
and thankful for the individual diligence, professionalism
and astuteness with which each member has been repre-
sented at both the Multi Donor Fund Steering Committee
and Technical Review meetings. | admire the great effort
and critical thinking so many have invested in examining
the many issues we have explored together. | am particularly
thankful for the willing cooperation each person has shown
in working together. Thank you all for these and many other
contributions. Our program gains greatly from all you have
done and continue to do on our behalf.

Yours in appreciation

Aceh-Nias Rehabilitation and Reconstruction
Executing Agency (BRR)
A

/

Kuntoro Mangkusubroto
Director
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Aceh Forest and Environment Project

Australia Indonesia Partnership for Reconstruction and Development

Australian Government Aid Agency
Banda Aceh

Badan Pemberdayaan Masyarakat (Agency for Community Empowerment)

Badan Pertanahan Nasional (National Land Agency)
Badan Rekonstruksi dan Rehabilitasi NAD-Nias

(Agency for the Rehabilitation and Reconstruction of Nanggroe Aceh Darussalam — Nias)

Canadian International Development Agency
Chief Operating Officer

Civil Society Organisation

Catholic Relief Services

UK Department for International Development
Budget Execution Document

European Commission

Full Time Equivalent

Gerakan Aceh Merdeka (Free Aceh Movement)
Government of Indonesia

Internally Displaced Person

International Labour Organization
Infrastructure Reconstruction Enabling Project

Kecamatan Development Project (Community Recovery through
the Kecamatan Development Project)

Multi Donor Fund for Aceh and Nias
Monitoring and Evaluation
Management Information System
Ministry of Home Affairs

Nanggroe Aceh Darussalam

Non Governmental Organization

Project Appraisal Document

Pembangunan Masyarakat Desa (Community Development Office)

Recovery Assistance Policy

Steering Committee

Support for the Poor and Disadvantaged Areas
Technical Assistance

Tsunami Recovery Waste Management Project
United Nations

United Nations Development Group

United National Development Programme
United Nations Children’s Fund

World Food Programme

World Health Organization
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B The Multi Donor Fund Secretariat. From left: Joe Leitmann, Riza Sofyan, Geumala Yatim, Georgia Wimhéfer, Diane Zhang, and Sabine Joukes.
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M School children running on their new road towards their new house, both financed by the Multi Donor Fund

- Executive Summary

During its first year of operations, the Multi Donor
Fund has gone from being a funding mechanism to a
proven and effective partner in the recovery process
for Aceh and Nias. The following highlights character-
ize the Fund at this stage:

» A MAJOR DONOR - the Fund has a portfolio of 16
quality projects that invest $392 million to rebuild
communities and livelihoods in Aceh and Nias

A KEY ACTOR IN IMPORTANT SECTORS - the
Multi Donor Fund provides nearly a quarter of all
resources for capacity building and governance,
nearly half of all funding for sustainable manage-
ment of the environment and is the only external
financier for land titling

THE BIGGEST EMPLOYER - through its projects,
the Fund is the largest donor-financed employer
in the reconstruction, generating jobs for nearly
24,500 people and providing income for the fami-
lies that they support

GOVERNMENT’S PARTNER - the Multi Donor Fund
is the BRR's most important partner for co-financing
investments in the recovery

A RELIABLE FINANCIER - 93% of the $547 million
originally pledged by donors to the Fund has been
confirmed through signed contribution agreements
with the World Bank

This report reflects on the year-long journey that
has generated these and other achievements, iden-
tifying the lessons learned as well as the challenges
ahead.

An Evolving Partner in the
Reconstruction (Chapter 1)

In response to the earthquakes and tsunami of
26 December 2004, there was an unprecedented
outpouring of worldwide support for the victims
for both relief and reconstruction. The Government
of Indonesia requested that a significant portion of
bilateral and multilateral contributions be channeled

through a multi-donor trust fund. In February 2005,
the Ministry of Finance asked the World Bank to de-
sign such a fund to support the recovery. Following
finalization of the Master Plan and creation of the
Agency for Rehabilitation and Reconstruction (BRR),
the Multi Donor Fund came into existence on 10 May
2005. It now pools pledges of nearly $547 million from
15 bilateral and multilateral donors to support the
recovery through a portfolio of 12 active projects and
an additional four under development. (See Annex 2,
for project by project description).

The Multi Donor Fund is a unique mechanism for
providing this support because of the following spe-
cial characteristics:

« Provision of flexible financing through un-ear-
marked grants that fill gaps and respond to prio-
rities as they change over time

Responsive governance through a Steering Com-
mittee that reflects the interests of key stake-

holders (government, civil society, donors, and
other key players)

Going beyond traditional project finance to serve

as a forum for donor coordination and policy dia-
logue for rehabilitation and reconstruction

Emphasis on high-quality investments through in-
volvement of the most experienced international

and local partners in project design and implemen-
tation

Partnership with the BRR which endorses and
submits all project proposals, co-chairs the Steer-
ing Committee and now co-finances individual
projects

These are codified in a clear mission statement,
recovery assistance policy, financing strategy, and
operations manual.

The Fund has evolved with the recovery during
its first year to make it more focused and effective.
The following chronology gives a sense of this evo-
lution:
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B Recycling tsunami wood in the Tsunami Waste Management Project

2005

May
Steering Committee approves a high-
priority package of investments

July

Recovery Assistance Policy focuses
on filling key gaps in recovery

from August

Funding appropriate implementing
partners in addition to Gol agencies
October

Supporting the BRR’s program

to address immediate needs

2006

January

BRR proposes new strategy to focus
remaining funds on infrastructure
February onwards

New strategic projects are developed
for co-financing with the BRR

May

Lessons and challenges are identified
from the first year of experience

This ability to learn and adapt has strengthened the
Multi donor Fund as a partner in the reconstruction.

Implementing the Recovery
Portfolio (Chapter 2)

During its first year of operations, the Multi Donor
Fund has developed a sizeable portfolio of 16 pro-
jects, mobilizing $392 million. This portfolio provides
needed assistance to four under-funded sectors in
the recovery — recovery of communities, infrastructure
and transport, capacity building and governance,
and sustainable management of the environment.
The table below summarizes these contributions and
their significance for each sector.

Table 1: Multi Donor Fund Allocations Per Sector

(ongoing projects and endorsed concept notes)

Recovery of Communities* 222 45%
Infrastructure and Transport* (386**) 86 86%
Sustainable Management 32 39%
of the Environment

Capacity Building and 93 60%
Governance*

Total* 432 51%

*These sector figures include BRR co-financing. Total Multi Donor Fund allocations
is $392 million.

**The allocations to the Infrastructure and Transport sector could rise to $386 million
if the Steering Committee endorses the Infrastructure Recovery Facility Fund project
concept valued at $300 million (including $200 million BRR co-financing). This pro-
jectfundskey infrastructure projects onthe Acehnese west coast, Simeulue and Nias.

The Multi Donor Fund supports an integrated app-
roach to community recovery through a package
of projects that re-establish property rights, rebuild
homes, empower community decision-making, and
improve neighborhood infrastructure. This integra-
ted approach is delivering important results through
community-based mechanisms:

« Preparation of more than 50,000 land titles to en-
able communities to rebuild homes, businesses
and public facilities

+ Nearly 2,800 houses currently being rebuilt or re-
paired by their owners

« Reconstruction of 828 km of village roads and 256
bridges

« Financing of key local facilities, including 541 irriga-
tion and drainage units, 240 clean water projects,
167 sanitationfacilities, 118 schools, 18 health posts
and 31 community centers

+ Generation of over three million person-days of
employment

A key lesson learned during implementation of
these projects is that the community-driven app-
roach, while requiring a significant initial invest-
ment in capacity building, has resulted in greater
client satisfaction, more rapid disbursement and
greater local empowerment. A major challenge for
the coming six months is to accelerate the delivery of
land titles to beneficiaries.

The Fund’s portfolio addresses critical gaps in
infrastructure and transport through two initia-
tives. Assistance to the BRR’s Immediate Action
Program has helped ease several bottlenecks in the
reconstruction process by:

« Creating a shipping service, managed by the
World Food Programme, that has delivered
92,500 m? of reconstruction goods to Aceh and
Nias in the absence of commercial carriers

» Paving the way to re-open ports through a
UNDP-managed redesign program for four key
facilities as well as temporary facilities installed
by the Shipping Services project to facilitate un-
loading critical cargo along the West coast

« Protecting reconstruction investments through
a flood mitigation project administered by the
NGO Muslim Aid that has installed 11 critical flood
valves to protect vulnerable areas of Banda Aceh

Executive Summary

The second initiative is an Infrastructure Recon-
struction Enabling Program to provide the design
and management services for hundreds of millions
of dollars worth of critical new infrastructure invest-
ments in underserved areas such as Nias and the West
coast. A lesson here is the value of a flexible approach
that has allowed the Fund to fill the gap of mid-level
infrastructure and provide essential technical assis-
tance. An important challenge for the Multi Donor
Fund in this sector will be to increasingly support
the involvement of local governments in the design,
supervision and maintenance of infrastructure work.

The Multi Donor Fund has taken a diversified app-
roach to building the capacity of local actors by
supporting the BRR, local governments, civil society,
and the private sector. By providing nearly a quarter
of all reconstruction finance in this area, the Fund has
strengthened the planning, coordination and imple-
mentation capabilities of the BRR, built local govern-
ment capacity in specific areas (land administration,
waste management), assessed the institutional needs
of civil society organizations, and outlined the train-
ing needs of local road contractors. Projects currently
under development will comprehensively develop
local government capacity to take up the challenge
of long-term development in both Aceh and Nias.
In this sector, the Multi Donor Fund has learned the
value of forging a sustainable partnership with the
BRR while simultaneously strengthening the role of
other local actors in the recovery. A challenge for the
Fund over the next half-year will be to work in synergy
with other partners who are supporting this sector.

The Multi Donor Fund is the largest contributor for
Sustainable Management of the Environment
(34% of all financing in the sector) with projects that
address the brown and green environmental agendas.
A waste management project has already met or ex-
ceeded its targets by clearing over 370,000 m? of deb-
ris, collecting nearly 54,000 m? of municipal waste, re-
habilitating 44 ha of land, and recycling over 15,000 m?
of tsunami wood. A forest and environment project,
implemented by two NGOs, is starting up to protect
key environmental services provided by Aceh’s forest,
including water supply, bio-diversity and erosion con-
trol, and will result in the creation of the largest ecolo-
gical corridor in Southeast Asia. A lesson demonstra-
ted by these projects is that partnerships with local
government and communities are critical for success.
A challenge for the Multi Donor Fund in this sector is
whether to respond to the largest environmental gap
- restoration and management of the coastal zone.
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Supporting livelihoods is an objective of the Multi
Donor Fund that has been addressed by integrating
employment creation and wealth generation in spe-
cific projects. This includes cash-for-work, full-time
employment, village-level stipends, micro-credit, and
training. The combined effect of these investments
has been to create the equivalent of over 24,000
full-time jobs, making the Multi Donor Fund the
largest non-governmental employer in the recovery
process. The Fund has learned that labor-intensive
approaches, combined with other mechanisms, can
contribute to rebuilding livelihoods. A challenge to
be resolved over the next six months is whether to
develop stand-alone investments in job creation and
poverty reduction.

In addition to evaluating the portfolio by sector, it can
also be assessed according to the Fund’s criteria for
quality. These nine criteria, defined in the Recovery
Assistance Policy, range from the use of international
good practice to contributions to poverty reduction,
good governance, gender, and sustainable develop-
ment. This report makes a first attempt at such an
evaluation by using mainly impressionistic informa-
tion. Over the next 15 months, prior to a mid-term
review, the Fund will engage in a serious cross-cutting
analysis of the quality of the portfolio according to
these important criteria. (see Annex 1).

Managing the Multi Donor Fund
(Chapter 3)

During its first year, the institutional characteristics
(operations, finance, communications, and combating
corruption) of the Multi Donor Fund have also evolved.
Operationally, the Fund has initiated new procedures
(technical reviews) to enhance the quality of project
concepts and appraisal documents while encoura-
ging the participation of membersin the appraisal and
supervision of projects. This has helped to maintain
the Steering Committee’s ability to reach decisions on
the basis of mutual understanding and consensus.
The Multi Donor Fund has also made progress as a
forum for donor coordination by avoiding sectoral
overlaps and involving important non-contributing
players in the reconstruction such as Australia and
Japan. Advances have also been made in promoting
policy dialogue to overcome key problems, e.g. the
Fund was instrumental in getting funds flowing
through the government budget by raising the issue

to the level of the President of Indonesia. Looking
ahead, challenges include a greater focus on the
quality of portfolio implementation (including moni-
toring and evaluation) and strengthening the policy
dialogue role.

Financially, the Multi Donor Fund is in healthy shape
as indicated by:

« Contributions: Of the $547 million pledged by
donors, 93% have been formalized through the
signing of contribution agreements;

 Allocations to Projects: A total of $392 million
has been allocated to 12 active projects ($288
million) and a further four are currently under
development ($104.25 million). This means 72%
of pledges have been allocated.

 Disbursements to Projects: Of the $288 million
of active projects, the Multi Donor Fund has
disbursed $146 million (or 51%) to the projects.
Of these disbursements, 56% ($82 million) has
been spent by the projects on the ground and
the remaining 44% are expected to be spent
within six months.

« Remaining Funds: After one year of operations,
approximately $155 million remains unallocated.
This includes an estimated $11.5 million for admi-
nistration, appraisal and supervision costs, which
is expected to be offset by investment income
of an estimated $12.1 million.

With high levels of commitment and disbursement,
a near-term challenge will be whether to replenish
funds to meet continued demand for Multi Donor
Fund support.

The Fund is actively implementing a communica-
tions strategy towards both beneficiaries and other
reconstruction stakeholders. Dialogue with benefi-
ciaries occurs through regular visits by the Multi
Donor Fund Ombudsperson to project sites, other
visits by the Multi Donor Fund Secretariat and super-
vision missions led by Partner Agencies. This is being
expanded by using other media (newspapers, leaflets
and radio programs). Communication with other
stakeholders includes regular coordination meetings
with the BRR, local governments and local as well as
international NGOs. An important communications
mechanism is the Fund’s complaint-handling system
that helps to resolve issues concerning projects as
well as the overall program.

M Ongoing construction in the Housing Project

During its initial operations, the Multi Donor Fund
has taken effective measures to mitigate corruption.
Individual projects are designed with strong and spe-
cificanti-corruption measures. International standards
for procurement, financial management and disburse-
ment are applied to all Multi Donor Fund projects.
Grants are subject to several levels of internal as
well as independent auditing and supervision. Still,
cases of corruption have been detected and swiftly
resolved.

Executive Summary

Finally, attention to monitoring and evaluation has
been a hallmark of the Multi Donor Fund. In addition
to regularly collecting and reporting on performance
indicators, the Fund has benefited from two addition-
al inputs - a series of independent evaluations that
have looked at Fund performance and an internal
lessons-learning exercise. These have yielded valu-
able insights and guidance for the future that are
described more fully in Chapter 3 as well as in the
Lessons Learned Report, which you can consult on
the website: www.multidonorfund.org



External Views of the Multi-Donor
Fund

In the last six months, the Multi Donor Fund was
included in three independent reviews: Eye on Aceh
(an NGO) that focuses on community experiences
with reconstruction; the UN Development Group
that looks at how multi-donor funds accomplish
their objectives; and an ongoing study financed
by Norway and Canada to identify good practice
in the management of post-crisis trust funds. Some of
their comments on the Multi Donor Fund include:

« The Multi Donor Fund is the only institution of
its kind that systematically tries to strengthen
dialogue across stakeholder groups through
participation on its Steering Committee.

+ Preparation of the Recovery Assistance Policy
and BRR Financing Strategy are examples of
international good practice to identify funding
criteria and improve transparency.

The BRR’s decision to co-finance with the Multi
Donor Fund is evidence of government ownership
of projects and a guarantee that funding will be
directed to government priorities.

The Multi Donor Fund was praised for some
of its innovations, e.g. use of Partner Agencies,
emphasis on anti-corruption measures and flexi-
bility in meeting new demands.

The Fund was seen as an effective way of har-
monizing among many donors, and a means for
allowing smaller donors to participate without
large transaction costs.

The target of keeping administration costs be-
low 2% is unique, especially compared to trust
funds managed by UN agencies that have costs
of 5-12%.

Evolving from
a Solid Foundation




Evolving from a Solid Foundation

The Multi Donor Fund pools pledges of nearly $550
million from 15 bilateral and multilateral donors.
It supports the rehabilitation and reconstruction
of Aceh and Nias through a portfolio of 12 active
projects and an additional four under development,
representing an allocation of $392 million to date.
The portfolio is comprised of a diverse range of pro-
jects that contribute to community recovery, infra-
structure and transport, capacity building and gover-
nance, environmental sustainability, and livelihoods.
This chapter provides background on how the Fund
was established, how it works and how it has evolved
during its first year.

Establishing the Multi Donor Fund

In response to the earthquakes and tsunami of
December 26, 2004, there was an unprecedented
outpouring of worldwide support for the victims
for both relief and reconstruction. The Government
of Indonesia requested that a significant portion
of bilateral and multilateral contributions be chan-
neled through a multi-donor trust fund. In February
2005, the Ministry of Finance asked the World Bank
to design such a fund to support the recovery. A
governance structure, financing mechanisms, grant
approval procedures, and administrative arrange-
ments were then discussed with potential contribu-
tors. The necessary legal and administrative steps
were taken to establish the fund within the World
Bank during the month of April.

Simultaneously, the Gol was completing two exer-
cises that were pre-conditions for establishment of
the Fund - a Master Plan for the Rehabilitation and
Reconstruction of Aceh and Nias and formulation
of an agency to govern the recovery process in a
transparent and coordinated manner. The Master Plan
was completed at the end of March and the Agency
for the Rehabilitation and Reconstruction of Aceh
and Nias (BRR) was created at the end of April 2005.
The Fund then came into existence on May 10, 2005
when its inaugural Steering Committee meeting was
held and its first external financial contribution was
received.

Designing a Multi-Donor Mechanism

In general, multi-donor trust funds are financing
mechanisms in which money from different contri-
butors is pooled to achieve a common set of object-
ives agreed with the Government. Contributors to the
Multi Donor Fund agreed to go beyond this basic
design by adopting the following special characteris-
tics:

« The Fund is governed by a Steering Committee
that reflects the interests of key stakeholders
(national and local government agencies, donors,
civil society, the UN system, international NGOs).
The Steering Committee is co-chaired by the
Head of the BRR, the Delegation Head of the EC
(as the largest donor) and the Country Director of
the World Bank.

+ In addition to endorsing investment decisions,
the Steering Committee serves as a multi-purpose
forum for donor coordination and policy dialogue
between the international community and the Gol
on recovery issues.

+ The role of quality control (appraising and super-
vising projects) for individual investments is open
to not just the World Bank but also select UN
agencies and the Asian Development Bank.

« The Fund charges only actual administrative,
appraisal and supervision costs as opposed to a
fixed fee (normally 5% of the value of the fund),
with the pledge of keeping these costs below 2%
of the fund'’s value so that the maximum amount
of contributions can go directly to the recovery.

Another important characteristic is how the Fund
was designed to work in harmony with and support
of the BRR. All proposals for funding must first be
endorsed by the BRR as consistent with the Master
Plan and appropriate for grant support from the
Multi Donor Fund. The BRR co-chairs the Fund’s key
decision-making body (the Steering Committee), re-
ports on recovery progress and addresses key policy
issues. The two civil society members of the Steering
Committee are drawn from the Supervisory and
Advisory Bodies of the BRR. Finally, an early decision
was taken that the BRR would receive trust fund
money for capacity building and technical assistance
to strengthen its role in the recovery.

Multi Donor Fund - Mission Statement

The Multi Donor Fund for Aceh and Nias is a part-
nership of the international community, Indonesian
government and civil society to support the recovery
of Aceh and Nias. It contributes to the recovery
process by providing grants for quality investments
that are based on good practice, stakeholder par-
ticipation and coordination with others. In doing
so, the Multi Donor Fund seeks to reduce poverty,
(re)build capacity, support good governance and
enhance sustainable development.

During its first year of operation, the Multi Donor
Fund has passed through anumber of phases, learning
and evolving in the process. These include:

« A FAST START (May 2005)- at its very first Steering
Committee meeting, members endorsed a package
of four community-based project concepts to meet
immediate reconstruction needs for property rights,
housing and community development. These were
preliminarily costed at $250 million or about half of
the value of pledges received at that time.

“The mechanisms used by the World Bank’s rural and
urban community recovery projects are strong com-
munity-driven platforms. They can and will be used
by other NGOs and organizations, this is in line with
the BRR’s principle of using a bottom-up approach.
This will greatly enhance an effective reconstruction
and rehabilitation process of Aceh and Nias, led by
the communities themselves.”

Bapak Kuntoro Mangkusubroto - Director of the BRR

Evolving from a Solid Foundation

» POLICY FOCUS (June - July 2005)- several con-
tributors were concerned about how the Fund
should prioritize its investment decisions so time
was taken to identify comparative advantages,
criteria for quality and priority sectors, resulting
in the Recovery Assistance Policy. The Policy pro-
vides clear guidance to the Steering Committee,
the BRR and project proponents about where and
how the Fund should invest in the recovery (this
and other key documents can be downloaded at
www.multidonorfund.org).

DIVERSIFYING PARTNERS (August - December
2005) - the initial package of four projects was
based on the Gols stated intent that the Fund
should work primarily on-budget and through
line ministries. However, due to delays with this
approach, the following eight project concepts
endorsed by the Steering Committee were off-
budget and implemented through non-govern-
mental partners (UN agencies and NGOs). This has
allowed the Fund to work with strong partners
who have comparative advantages in particular
sectors, including the ability to implement quickly
and effectively.

« IMMEDIATE ACTION PROGRAM (October 2005)
- at the BRR's request, the Fund was able to sup-
port four projects as part of an Immediate Action
Program to address critical gaps in the reconstruc-
tion. This package provides financing for shipping
recovery materials, port rehabilitation, road main-
tenance, and flood control in an effort to facilitate
and protect investments in the recovery.



Evolving from a Solid Foundation

“On-budget projects were held up through bureau-
cratic delays as the Ministry of Finance, newly re-
formed to promote sound financial management,
were unable to cope with the sudden influx of such
large amounts of money and delayed the issuance
of the necessary documents.”

Multi Donor Trust Fund Review, led by Norwegian and Canadian
governments

o A CALL TO FOCUS (January 2006) — with a port-
folio of 12 projects representing $288 million and
concepts for significant additional resources being
developed, a request was made that the BRR de-
velop a strategy for how it would like to use the
remaining resources in the Multi Donor Fund. This
was also deemed critical because the Fund is one
of the few sources of unearmarked resources for
the reconstruction.

IMPLEMENTING A NEW STRATEGY (February 2006
to present) — the resulting BRR Financing Strategy
(summarized in Annex 3) calls for a focus on infra-
structure in underfunded areas (the West coast,
Nias and the provincial level) and is characterized
by a reinforced BRR — Multi Donor Fund partner-
ship based on co-financing of new projects, joint

decision-making through an Infrastructure Fund
and capacity building for local governments so that
they can increasingly assume responsibility for de-
velopment. Four new project concepts are being
appraised as a result of this strategy.

LEARNING AND DOING (May 2006) - in order to
capture a year of experience with managing the
Fund and implementing its portfolio, members
embarked on a month-long lesson-learning exer-
cise. This resulted in a clear set of lessons about
both project implementation and Fund operations,
as well as the challenges that both areas need to
confront moving forward.

The operational and administrative aspects of this
brief chronology are described in more detail in the
following chapters on “Implementing the Recovery
Portfolio” and “Managing the Multi Donor Fund”
In both chapters, lessons have been identified from
the Fund’s first year of existence and challenges have
been highlighted that the Multi Donor Fund will
confront during its next six months of operation. The
portfolio itself is summarized in the table below.

Table 1.1 : Multi-Donor Fund Allocations per Sector

Recovery of Communities

Reconstruction of Aceh Land
Administration System Project (RALAS)

Community Recovery through the
Kecamatan Development Project (KDP)

Community Recovery through the
Urban Poverty Program (UPP)

Community-Based Settlement Rehabilitation
and Reconstruction Project for NAD

Nias Kecamatan-Based Recovery and
Planning Project (50%)*

Total

Infrastructure and Transport

Sea Delivery and Logistics Program
Reconstruction and Rehabilitation of Ports
Flood Mitigation Program for Banda Aceh
Road and Bridge Repair Lamno-Calang

Infrastructure Reconstruction Enabling
Program (IREP)*

Total

Sustainable Management of the Environment

Tsunami Recovery Waste Management
Programme

Aceh Forest and Environment Project
Total

Capacity Building and Governance

Technical Support for Badan Rehabilitasi
Rekonstruksi (BRR) NAD-Nias 14.74

Support to Strengthen the Role and
Capacity of CSOs in the Recovery of Aceh 6.00

Labor-based Rural Road Rehabilitation
in Aceh 6.42

Support for Poor and Disadvantaged
Areas Project (SPADA)* 39.60

Nias Kecamatan-Based Recovery and
Planning Project (50%)* 25.75

Total 92.50

Grand Total 432.66*

*This includes co-financing with the BRR. The Multi Donor Fund allocations are
valued at $392.31 million

Implementing
the Recovery Portfolio




During the first year, the Multi Donor Fund has made very good progress on achieving its objectives of sup-
porting the regeneration of communities/ community infrastructure, restarting livelihoods, repair of larger
infrastructure, rebuilding governance, environmental sustainability, and poverty reduction as an overarch-
ing goal. To date, an average 51% of project grants have been disbursed, and the following chapter will
show what has been achieved in detail.!

However, working in Aceh and Nias remains a challenging task. On a daily basis, projects struggle with a
variety of issues to be resolved, starting with recruiting the right staff; avoiding overlaps and creating syn-
ergies, and delivering results to victims of the tsunami and earthquake in a timely manner. The following
section highlights some of the issues faced and solutions found during the first year of getting Multi Donor
Fund projects off the ground and achieving tangible results.

RECRUITMENT

With hundreds of reconstruction projects ongoing, it has become a challenge to recruit staff
in time, and to prevent recruited staff from being poached by other agencies. For the Multi
Donor Fund, uncompetitive salaries using public service rates instead of local market scales
led to community development projects, such as KDP, losing facilitators and technical staff.
Further loss of staff was recently mitigated through a significant salary increase.

INFLATION

Price hikes due to increased demand have had a strong impact on the cost of project imple-
mentation especially in and around Banda Aceh. The Housing and Settlements Project has
responded by significantly reducing the targets for houses to be rebuilt and repaired. At
the same time, more block grant funds have been made available for the reconstruction of
settlement infrastructure since it was established that these costs had been gravely underes-
timated in the first needs assessments.

GOVERNMENT
PROCEDURES

Upholding the sense of urgency within national agencies for pushing forward project imple-
mentation in Aceh and Nias continues to be a challenge. The World Bank as Partner Agency
has established close cooperation with the Ministry of Finance and Line Agencies to ensure
that bottlenecks are identified and resolved within a timely manner. In late 2005, projects
were delayed because of the time taken for budget execution documents (DIPA) to be pre-
pared and issued. The delay was raised with the President of Indonesia, leading to a quick
solution.

PARTNER AGENCY
PROCEDURES

At the level of Partner Agencies, internal administrative procedures, in some cases, took lon-
ger than expected. However, in order to move ahead, in most cases pre-financing of activities
was made available so that project preparation and the commencement of implementation
were not delayed significantly.

COORDINATION

With more than 500 organizations on the ground, it is a constant challenge to closely
coordinate with other actors in the same sector or geographic region. This holds true both
for the central level, to avoid overlaps in planning, and for the regional level when it comes
to division of work on the ground. To avoid doubling efforts, the Housing and Settlements
project, together with the BRR and other local actors, does a detailed analysis of all relevant
actors, their commitments and deliverables in each target village to ensure that its own
contribution will fill the remaining gaps. KDP has deployed 44 information facilitators to help
with the smooth exchange of information between all local stakeholders.

CREATING
SYNERGIES

Taking coordination one step further, it becomes a challenge to create synergies between
projects rather than running parallel programs. In the case of the Multi Donor Fund,
the SPADA project intends to make use of proven mechanisms of local government
capacity building by teaming up with existing programs that have already gathered experi-
ence in Aceh.

'The analysis is based on project progress reports provided by Partner Agencies (monthly updates; semi-annual reports; supervision mission findings). Comparison to
overall sector commitments is based on the World Bank tracking of commitments (May 2006). With most projects still in the early stage of implementation, it is still too
early to conduct a results-oriented assessment of the impacts of the portfolio. The performance of each individual project is summarized in Annex 2.

Recovery of Communities:

Solid Progress with Local Ownership

The Multi Donor Fund portfolio supports an inte-
grated approach to the reconstruction of destroyed
and damaged settlements that will result in fully
restored settlements, including re-establishment
of property rights, empowerment of community
decision-making, improved neighborhood infra-
structure, and establish links to infrastructure at the
next higher level such as district roads, the elec-
tricity grid and drainage systems. The current port-
folio comprises of the following projects (for more
project details see Annex 2):

« The Community-Based Settlement Rehabilita-
tion and Reconstruction Project (Housing and
Settlement Project), fulfills housing needs in up to
200 villages in Aceh by building 5,000 new houses
and repairing 8,400 houses. Villagers choose the
design of their houses, and are in charge of the
construction, including financial transactions, with
the technical support of housing facilitators who
closely monitor the quality of reconstruction.

Table 2.1: Recovery of Communities: Project Overview

Recovery of Communities

Reconstruction of Aceh Land Administration System Project
(RALAS)

Community Recovery through the Kecamatan Development
Project (KDP)

Community Recovery through the Urban Poverty Program (UPP)

Community-Based Settlement Rehabilitation and Reconstruction
Project for NAD and Nias

Nias Kecamatan-Based Recovery and Planning Project (50%)*

« The Kecamatan Development Project (KDP)
and the Urban Poverty Program (UPP) provide
a community-led planning and implementation
mechanism for key reconstruction needs. Both
projects build on a network of over 12,300 village
and sub-district facilitators that support all villages
and urban neighborhoods in Aceh and Nias.

The Recovery of the Aceh Land Administration
System Project, provides land titles to up to
600,000 land owners, building on results from
community inventory processes carried out with
the support of NGOs and other reconstruction
agencies. This establishes a sound basis for com-
munity reconstruction and the resumption of
economic activities.

The Nias Kecamatan-Based Recovery and Plan-
ning Project will support communities in Nias to
reconstruct 5,000 houses, which represents 38%
of 13,000 new houses needed in Nias.

221.91 88.69
28.50 11.70 Ongoing
64.70 49.00 Ongoing
17.96 6.55 Ongoing
85.00 21.44 Ongoing
12.88 N.A. Design phase
12.88*

*This project will contribute significantly to both the housing sector in Nias and the establishment of a participatory planning process for District Governments in Nias.

Real allocations to both components are being finalized.
*BRR co-financing




2.1 Recovery of Communities: Solid Progress with Local Ownership

B Community deciding to use KDP grant to build learning center

According to latest data (World Bank, May 2006),
about $2.5 billion have been allocated to recon-
struction of settlements (including housing, settle-
ment infrastructure, social services and emergency
relief funds). The Multi Donor Fund to date has allo-
cated $222 million (including BRR co-financing) which
equals 9% of overall contributions by government,
other donors and the NGOs to this sector.

In detail, $1.1 billion have been allocated to the
housing sector, to which the Multi Donor Fund con-
tributes a total of $110.75 million or 10% (including
BBR co-financing of the Kecamatan-based Recon-
struction Planning Project in Nias). The two Housing
and Settlement projects will rebuild 10,000 houses
and repair another 8,400 houses, contributing 8% to
the overall BRR target of 120,000 new houses. Overall
contributions to repair needs are valued at 56% of
the 15,000 houses identified as requiring repairs.

Under the guidance of the Housing and Settle-
ments Project, villagers are rebuilding 1,668 new
houses and repairing 1,111 damaged houses, and
have developed community reconstruction plans
to fulfill key infrastructure needs. To date, 709 new
houses have been completed and 326 have been
repaired. Another 859 are under reconstruction and
further 785 are being repaired. Block grants to rebuild
selected settlement infrastructure are under prepara-
tion. The implementation of the project is progressing
well.

“I am disappointed with several agencies who
committed to build houses but have hardly deli-
vered anything. There are about 200 families
still living in barracks and tents. However, | like
the Multi Donor Fund housing project because
it enables the community to participate in

the process.”

Bapak Muliadi (43) in Kuta Padang Village - West Aceh

2.1 Recovery of Communities: Solid Progress with Local Ownership

B Workers in action - KDP community building their learning center

Table 2 .2: Reconstruction of Settlements through
KDP and UPP*

Village roads (km) 1,120 828
Bridges (units) 521 256
Irrigation and drainage (units) 699 541
Clean water projects (units) 288 240
Sanitation facilities (units) 353 167
Electricity (street lights) 29 59
Schools 119 118
Health clinics/posts 21 18
Markets 10 8
Community halls 32 31
Scholarships (number of recipients) 5,758 4,941
Loans (value in $) 160,284 98,422
Loan recipients 4,045 3,685

Emergency relief funds (value in $) 2,885,403 | 2,792,599

*Targets are continuously rising with ongoing community planning. Results
reported are funded by the KDP National Loan (KDP Cycle 5), the Multi Donor
Fund, AusAID, CIDA and DfID.

95% of KDP block grants have been disbursed
to sub-district (kecamatan) accounts. Investments
are being realized in more than 5,700 communi-
ties in Aceh and Nias in the following areas: village
roads and bridges, irrigation, drainage and sanitation
systems, schools, health posts and markets, and social
funds for disadvantaged villagers.

UPP has expanded to cover 67% of all urban
neighborhoods, supporting villagers to conduct
damage needs assessments and village develop-
ment plans. In the pilot areas, reconstruction of roads,
bridges, sanitation and water systems, and community
halls is progressing.

“I have seen a lot of benefits of KDP in West Aceh
and I'm planning to allocate district funds through
the KDP project to support village facilitators.”

Bapak Drs. Sofianis (51) — District Head of Aceh Barat District

The Land Titling Project has surveyed 52,915
land parcels, allowing communities to design
their settlements and rebuild homes. While only
2,608 title documents have been issued, 50,500 land
titles are ready to be issued once a Governmental
Regulation on Banking and Land becomes effective.
Surveying and adjudication activities until the end
of the year will focus on those areas expected to have
the most intensive reconstruction of houses.

While requiring a significant amount of initial invest-
ment in capacity building, the community-driven ap-
proach to integrated reconstruction has shown to re-
sult in greater client satisfaction, faster disbursements
and greater local ownership. Beyond supporting tar-
get communities in their reconstruction efforts, the
four projects also have other sectoral impacts.



2.1 Recovery of Communities: Solid Progress with Local Ownership

B Pak Munazir on his land in Gampung Baro, December 2005

The Land Titling Project is the only project that pro-
vides land titles to land owners in Aceh and Nias.
Secure land ownership is at the foundation of recon-
structing houses and establishing the future lay-out
of settlements. Many other projects thus depend on
and will benefit from the delivery of this project.

Village development plans, created through the KDP
and UPP projects, are being used by other agencies to
determine the priority needs of villages and assist in
their investment decisions. The KDP network of facili-
tators has also been used for other initiatives such as
the socialization campaign for the peace agreement,
and will be utilized by the ILO in a livelihoods pro-
gram for selected districts in Aceh. Both KDP and UPP
networks, through their extensive coverage, strongly
help promote coordination between all local recon-
struction stakeholders.

The community-based approach of the Housing
and Settlement Project has proven to be an effec-
tive method for community-led reconstruction, and is
therefore being considered for BRR’s large-scale
housing reconstruction program. It is also being
considered by the Government of Indonesia as a de

“l was really proud to receive my land certificate
directly from the President of the World Bank, Paul
Wolfowitz. | am very happy because | can use this
certificate to apply for a bank credit to expand my
small business.”

Ibu Kartini (23), Gampong Baro, Meuraxa Sub-district

livery mechanism for rebuilding houses in the areas of
Central Java after the highly destructive earthquake
on 27 May 2006.

2.1 Recovery of Communities: Solid Progress with Local Ownership

B Pak Munazir in his new house, financed by the Multi Donor Fund, April 2006

The Next Six Months

« The Housing and Settlement Project plans to
complete the reconstruction of 3,000 houses
and repairs of 5,000 houses by the end of 2006.
It will start providing funds for key infrastructure
projects to all target villages (and additional
budgets to very hard-hit villages).

« KDP will have disbursed all block-grants and be
close to project completion. After completion, the
project will be continued with funds from the
national program.

« UPP will expand its activities to cover all 402
neighborhoods and support all communities in
planning and implementing their first of two
implementation cycles.

« The Land Titling Project will expand its coverage
from two to nine districts, with emphasis on con-
ducting adjudication in areas with a high level
of housing reconstruction. From July 2006, 30
BPN field teams will be deployed to Aceh to speed
up the adjudication process in the nine most
affected districts of Aceh, which is critical to sup-
port the reconstruction of settlements.



Infrastructure and Transport:

Addressing Critical Gaps

The infrastructure and transport portfolio consists
of five projects that help address immediate needs
in transportation and flood mitigation through the
“Immediate Action Program”and provide critical tech-
nical support to the BRR in the overall management
and coordination of infrastructure portfolio (for
details on projects see Annex 2).

+ The Sea Delivery and Logistics Program, imple-
mented by the World Food Programme, provides
critical transport of reconstruction goods to the
difficult-to-access west coast, Simeulue and Nias
and emergency rehabilitation to ports facilities.

« The Flood Mitigation Program for Banda Aceh
seeks to protect the most vulnerable half of the
population of Banda Aceh from flooding through
installing one-way flood valves and rebuilding
parts of the pump system.

Table 2.3: Infrastructure and Transport- Project Overview

Infrastructure and Transport

Sea Delivery and Logistics Program
(Immediate Action Program)

Flood Mitigation Program for Banda Aceh
(Immediate Action Program)

Tsunami Recovery Ports Redevelopment Programme
(Immediate Action Program)

Lamno-Calang Road and Bridge Repair Project
(Immediate Action Program)

Infrastructure Reconstruction Enabling Program (IREP)

« The Tsunami Recovery Ports Redevelopment
Programme supports the resumption of eco-
nomic activities by developing designs for three
marine ports and one river port and conducting
critical immediate repairs in other locations.

- The Lamno-Calang Road and Bridge Repair
Project will conduct emergency repairs to critical
stretches along the road from Lamno to Calang
on the west coast of Aceh.

« The Infrastructure Reconstruction Enabling
Program (IREP) will facilitate a more coordinated
infrastructure reconstruction. It provides physical
infrastructure designs and implementation sup-
port for critical areas (Aceh west coast, Nias), and
managerial capacities to the BRR to plan for and
supervise infrastructure reconstruction across the
board through international-caliber services. The
program is expected to start in summer 2006.

86.28 28.28

24.70 24.70 On-going
4.50 N.A. Start-up phase
3.58 3.58 On-going

11.50 N.A. Final design stage

42.00 N.A. Final design stage

Comparison with the Overall
Sector

In December 2005, the BRR conducted a stocktaking
of the entire reconstruction program. During this
review, infrastructure was identified as the sector
with the biggest remaining funding gap. Currently,
$1.1 billion have been allocated to the infrastruc-
ture and transport sector (World Bank, May 2006).
The Multi Donor Fund has allocated $86 million
(16% of its funds), equaling 8% of all resources
allocated to the infrastructure sector. If the Infrastruc-
ture Reconstruction Financing Facility that is current-
ly under preparation, gets endorsed, then another
$300 million will be allocated to the infrastructure
sector (including $200 million BRR co-financing).
Allocations to the infrastructure sector would then
rise to $386 million, or 28% of all sector commitments,
and represent 38% of the Multi Donor Fund portfolio.

A Year of Achievements

The Sea Delivery and Logistics Program currently
runs nine ships that have transported more
than 32,429 metric tons or 104,399 m? of recon-
struction goods for more than 60 organizations
of the reconstruction community. It further sup-
ports reconstruction with emergency rehabilitation
of ports. In this way, materials critical for the progress
of reconstruction can be delivered to the west coast
of Aceh, on Simeulue and Nias. While the project is
demand-driven and therefore does not have fixed
delivery targets, it is expected that the initially antici-
pated 40,000 metric tons of shipment volume will be
reached in August 2006 when the Multi Donor Fund
grant will be fully spent.

The Flood Mitigation Program for Banda Aceh has
protected reconstruction investments through
the installation of an initial 11 flood valves and
conducted minor rehabilitation works that have
reduced flooding. Experiences from this work will
be applied in the repair of 10 pumping stations and
the installation of other flood valves over the next
12 months. These works enable other agencies and
residents to continue reconstruction of settlements
and housing in areas that are still flooded or are
regularly being flooded. The project closely coordi-
nates with JICA's large-scale drainage reconstruction
program for Banda Aceh.

2.2 Infrastructure and Transport: Addressing Critical Gaps

“Since the valve has been installed, the rain water
disappeatrs quickly.”

Bapak Yusuf Mahmud (78)--Religious leader,
Lampineung sub-district

The Tsunami Recovery Ports Redevelopment Pro-
gramme is preparing designs for ports that are
important for the resumption of economic activi-
ties and for expediting the reconstruction process.
Where necessary, future port sites have been identi-
fied jointly with the respective local governments.
The immediate rehabilitation works to other ports,
that complement rehabilitation measures imple-
mented through the Sea Delivery and Logistics Pro-
gram, are close to completion.

Chart 2.1: Sea Delivery and Logistics Program
Completed Shipment by Month till 31 May 2006
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Sectoral Impact

The most important characteristic of the Multi Donor
Fund is its large budget of flexible, unearmarked
funds that has allowed the Fund to fill critical gaps.
In late 2005, the BRR came forward with a funding
request for the “Immediate Action Program’, con-
sisting of four projects. Three projects are geared to
overcome critical gaps in transport along the west
coast of Aceh, on Simeulue and Nias, namely the
Sea Delivery Service, the Ports Redevelopment Pro-
ject, and the Lamno-Calang Road Project, while the
Flood Mitigation Program for Banda Aceh tackles
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B The ‘Pacific Spirit’ one of the boats carrying essential reconstruction goods for the Sea Delivery and Logistics Program

the immediate problems caused by regular flooding.
The importance of the shipping service has recently
been affirmed by the BRR’s policy (May 2006) to move
reconstruction materials transportation as much as
possible by sea rather than by road.

“The shipping project has the potential to support
all recovery partners in Aceh Jaya, because it is
impossible to use the current existing road

for transporting reconstruction material.”

Bapak IR. Basri Emka (50) — District Head of Aceh Jaya, Calang

The IREP provides key management services and
technical support for the design and reconstruction
of mid-level infrastructure that has not yet received
adequate support throughout Aceh and Nias. It
strives to ensure that infrastructure projects of all
actors on the ground will be coordinated within an
overall infrastructure strategic framework, in this
way leveraging a portfolio valued at approximately
$1 billion. Part of this $1 billion portfolio includes
projects with an anticipated value of $330 million
resulting from the physical design components of
IREP.

The Next Six Months

« The Sea Delivery and Logistics Program is ex-
pected to complete its services with Multi Donor
Fund financing around August 2006.

« The Tsunami Recovery Ports Redevelopment
Programme will provide final designs for the
marine ports of Calang, Sinabang and Gunung
Sitoli, and the river port in Lamno before the end
of 2006.

« The Flood Mitigation Program will conduct the
installation of about 30 flood valves and the re-
habilitation and reconstruction of approximately
4 pump stations.

« ThelREP will 1) identify priority projects with local
governments for immediate implementation;
and 2) develop the overall BRR infrastructure
strategy. The main challenge for this and all other
infrastructure projects is to involve local govern-
ments in not only the planning and implemen-
tation process, butalsotoencouragelocal govern-
ments to co-finance key infrastructure projects to
ensure greater local ownership.

« The nature of the Lamno-Calang Road and Bridge
Repair Project has changed from an emergency
repairs project to coducting more permanent
reconstruction works. The appraisal of the project
is expected to be completed by July 2006.

Building Capacity:

Involving Local Actors in the Recovery

The capacities of local governments in Aceh and
Nias were limited prior to the disaster and further
decimated afterwards with loss of staff, records,
equipment, and offices. Civil society organizations
(CSOs), due to the prolonged conflict, have a strong
focus on human rights to the detriment of other
issues and often lack organizational and technical
capabilities. The private sector has also been seriously
weakened, not only through loss of life and destruc-
tion of physical capital, but also due to constraints
on accessing credit, skills development and markets.
The Multi Donor Fund has endorsed five projects
designed to build local capacities to contribute to the
reconstruction process and to promote long-term
sustainable development of Aceh and Nias (for pro-
ject details see Annex 2):

« The Technical Support to the BRR Project
assists the agency to effectively implement its
mandate of planning, coordinating, and moni-
toring the recovery process.

- The Support to Strengthening CSOs in the
Recovery Programme will provide up to 80 NGOs

Table 2.4: Building Capacity-Project Overview

Capacity Building and Governance

Technical Support for Badan Rehabilitasi Rekonstruksi (BRR)
NAD-Nias

Support to Strengthen the Role and Capacity of CSOs in the
Recovery of Aceh

Labor-based Rural Road Rehabilitation in Aceh

Support for Poor and Disadvantaged Areas Project (SPADA)

Nias Kecamatan-Based Recovery and Planning Project (50%)*

and over 200 CBOs with training and access to
small block grants to learn through implementa-
tion.

The Labor-based Rural Road Rehabilitation
Project will provide training and assistance to lo-
cal governments and local contractors to recon-
structand maintain roads with low-tech methods.
The project will rehabilitate district level roads in
five districts in Aceh and Nias.

The Support for Poor and Disadvantaged
Areas Project (SPADA) will strengthen district
government planning through introduction of
participatory mechanisms, promoting overall
economic growth, and strengthening legal pro-
cesses.

The Nias Kecamatan-based Recovery and
Planning Project, similar to SPADA, supports
bottom-up planning for improving local govern-
ment services in education and health with the
target of establishing a long-term planning me-
chanism for the two district governments of Nias
and South Nias.

92.50 16.42

14.74 11.00 On-going
6.00 3.00 Start-up
6.42 242 Start-up

25.00 N.A. Final design phase

(14.60%)

12.88 N.A. Final design phase

(12.88%)

*This project will contribute significantly to both the housing sector in Nias and the establishment of a participatory planning process for District Governments in Nias.

Real allocations to both components are being finalized.
*BRR co-financing
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M Civil Society group being empowered to take on a larger role in the recovery

Comparison with the overall
sector

Overall committed funds for building government
capacities in May 2006 stood at $397 million. The five
capacity-building projects are valued at $92.5 million
(including BRR co-financing for two projects). This
means, that the Multi Donor Fund contributes to 23%
of the sector.

A Year of Achievements

The Technical Support to the BBR Project has de-
livered critical technical assistance and provided
access to quality professional services that would
not have otherwise been available. It has provided
40 technical experts, supporting the planning, coor-
dination and implementation work in the BRR in 19
different fields of expertise. Through the project, vital
legal services and IT services have been contracted.
A team of 43 quality surveyors, since October 2005,
has closely monitored over 220 tender processes for
governmentimplemented projects and referred them
to the BRR’s Anti-Corruption Unit where necessary (for
more detailed results see the “Acceleration Recovery”
Report of this project on www.multidonorfund.org).
After eight months of operations, approximately 90%
of $14.7 million has been committed either contractu-
ally or as pipeline activities.

Capacity building is also being promoted through
other ongoing projects, which strengthens local go-
vernments’ technical capacities and service-orienta-
tion towards the needs of the local population. These
projects include UPP, the Land Titling Project, the
Tsunami Recovery Waste Management Programme,
and the Aceh Forest and Environment Project that
will provide substantial training on forest monitoring
and resources management.

“The Multi Donor Fund and the UNDP have enabled
us to engage technical expertise that may not have
otherwise been available to us.

This support has allowed BRR to make significant
progress in realising our important goals and fulfilling
the trust placed in us by the people of Aceh and Nias.”

“Accelerating Recovery. Technical Support for BRR."
First Project Progress Report

Bapak Kuntoro Mangkusobroto - Director of BRR

2.3 Building Capacity : Involving Local Actors in the Recovery

B The BRR office in Banda Aceh, center of activity for much of the technical assistance the Fund provides to support the BRR to fulfill its mission

Sectoral Impact

The BRR and many other stakeholders in the recon-
struction increasingly recognize the importance of
local government assuming full responsibility for the
maintenance of reconstructed public goods and the
future development of Aceh and Nias. Through es-
tablishing a sustainable partnership with the BRR
and simultaneously strengthening the role of other
actors in the recovery, capacity building has become
an integrated, significant aspect of the Multi Donor
Fund portfolio.

The upcoming Support for Disadvantaged and Poor
Areas Project will be a key step in defining an over-
all exit strategy for both the BRR and the donor
community because it is a systematic approach to-
wards strengthening district government capacities
for participatory planning and routine development
project management. It will cover all districts in Aceh
and Nias, thus contributing to a balanced develop-
ment of the Province, affected by the tsunami and
a decades-long conflict.

Several projects are focusing on the fiduciary capa-
cities of local governments. They support local agen-
cies in developing budget lines for the operation and
maintenance of recostructed infrastructure and ser-
vices developed (Tsunami Recovery Waste Manage-

ment Project, the Flood Mitigation Program for Banda
Aceh, the Aceh Forest and Environment Project, the
Local Resource-based Road Rehabilitation Project,
IREP, SPADA and the Kecamatan-based Reconstruc-
tion Planning Project). This is essential to ensure
sustainability of reconstruction and to prepare local
governments for their role in development, especially
after BRR’s mandate ends in 2009.

The Next Six Months

+ The next six months will see the start of activities
for four out of five projects in the Capacity Building
sector. While the Support to Strengthening CSOs
in the Recovery Programme and the Labor-based
Rural Road Rehabilitation Project are both in the
stage of conducting initial assessments as well as
contracting of services, SPADA and the Kecamatan-
based Reconstruction Planning Project are expec-
ted to start implementation soon. It will be a chal-
lenge for all projects to closely coordinate, through
the BRR in Banda Aceh and in the regions, with
otheractors who are working in this sector, to avoid
overlaps and synergize support provided to local
governments.



The tsunami and earthquakes had a heavy impact
on the environment. Building back better in envi-
ronmental terms means, amongst other definitions,
protection of natural resources and maintaining or
improving the health of the population by appropriate
waste management. The Multi Donor Fund finances
two key projects for sustainable management of the
environment:

« The Tsunami Recovery Waste Management
Programme closely cooperates with local govern-
ments in clearing temporary dump sites of tsu-
namigenerated waste, rebuilding municipal waste
collection systems and improving their environ-
mental performance. This project will cover seven
districts in Aceh and Nias.

« The Aceh Forest and Environment Project
strives to protect the Leuser and Ulu Masen forest
ecosystems, the largest remaining contiguous
forested area (3.3 million ha) with the richest
assemblage of biodiversity in South East Asia,
from illegal logging during the reconstruction
process. Only sound protection of these forest
resources will ensure continuous ecological ser-
vices such as the provision of water supply to
60% of the Acehnese population, flood preven-
tion and mitigation of erosion.

Table 2.5: Environmental Sustainibility: Project Overview

2.41 Environmental Sustainability:
Sustainable Management of the Environment

Comparison with the Overall
Sector

With two projects valued at $32 million, the
Multi Donor Fund currently contributes to 34% of
the total allocations to the environmental sector
($93.03 million). It is the largest contributor to pro-
mote environmentally sustainable development in
Aceh and Nias.

A Year of Achievements

The Tsunami Recovery Waste Management Pro-
gramme has been instrumental in removing detri-
mental tsunami debris from temporary dump sites
in a sustainable manner and in resuming municipal
solid waste management services. Removal of all
tsunami-generated waste in the target areas has
nearly been completed, resulting in the recycling of
more than 15,000 m* of wood and rubble for 25 km of
roads. The project is currently active in Banda Aceh
and two other districts, and will expand into up to
six more districts to support municipal solid waste
management. Livelihood activities in waste manage-
ment-related fields are being developed. However,
immediate livelihoods creation has been achieved
by setting up a furniture workshop in Banda Aceh,
that currently employs 40 qualified carpenters, using
recycled tsunami-generated wood to build furniture
for schools, offices and private use.

Sustainable Management of the Environment

Tsunami Recovery Waste Management Programme

Aceh Forest and Environment Project

31.96 12.60
14.43 11.00 Ongoing
17.53 1.60 Start-up phase

2.4 Environmental Sustainability: Sustainable Management of the Environment

M Cleaning up tsunami waste

Tsunami generated waste cleared

Municipal waste collected

Rice paddies/fish ponds/private property recovered
Private and government buildings demolished

Tsunami wood recycled

Recycled rubble used for roads

Table 2.6: Achievements in Waste Management (status 31 May 2006)

380,000 m3 371,486 m3
- 53,984 m3
29 ha 43.7 ha
- 159
- 15,228 m3

- 25 km roads

“The Waste Management Project has shown direct
benefits to the community. It provided intensive tech-
nical assistance to our office that was paralyzed after
the tsunami. | expect the project not just to limit itself
to collect waste, but also to recycle the wood for furni-
ture for schools, houses and other social purposes.
98% of the workers on the dumpsite in Meulaboh are
IDPs living in barracks, and 80% are female.”

Bapak Ruswandi (50) — Head of the Sanitary Agency,
Meulaboh, West-Aceh

The Aceh Forest and Environment Project will con-
duct some fast impact activities during its current
start-up phase that will be jointly identified with
partnering local governments. One example is an on-
going collaboration with the Provincial Environmental
Management Agency and Nature Conservation Agen-
cy, and community groups, to plant 20,000 mangrove
seedlings in a pilot demonstration in Langkah.

“l appreciate the project a lot since we can directly benefit
from the agriculture activities. We are planning to restart
growing prime crops like coffee, rubber and areca nuts.
This will give us back our sources of income, so we no lon-
ger have to cut the trees in the forest.”

Bapak Hashimy (37) — Panggong village, Aceh Jaya, bordering
the Ulu Masen Forest Complex

Sectoral Impact

Both projects closely cooperate with local govern-
ments to ensure that the introduced changes are
sustainable. In the case of the Aceh Forest and Envi-
ronment Project a close cooperation with communi-
ties is critical to achieve a long-term change in habits
of villagers, and pilot activities have shown that the
development of alternative sources of income are
appreciated.



B The Elephant Patrol for monitoring part of the Leuser Forest ecosystem

The Waste Management Project currently is the only
project offering tsunami waste clearance services and
restarting municipal solid waste services, including
the upgrading of existing dump sites and prepara-
tion of new sites. Other organizations, active in this
sector, work on the long-term development of sani-
tary landfills only. This explains the high demand for
this project, and its potential to serve as a model for
other districts. The project’s upgraded “km 23 dump-
site” in Pidie for instance is possibly the highest stan-
dard dump-site operating in all of Aceh.

The Aceh Forest and Environment Project identifies
good experiences from elsewhere in Indonesia and
systematically applies them to forest management in
Aceh. While the Aceh Forest and Environment Project
is not the only initiative to protect Aceh’s forests, it is
the most comprehensive program, also striving to in-
crease the conservation status of several areas within
the two ecosystems through close cooperation with
local and national government agencies.

The Next Six Months

« Over the next six months the focus of the waste
management project will be to re-start municipal
solid waste management in all locations and
creating plans for sustainable management, inclu-
ding development of budget plans for opera-
tions and maintenance activities after completion
of the project. It will also complete interim landfill
developments at least seven sites, and commence
works. Finally, the project will start livelihood
creation activities, including activities aimed at
income creation for women.

The forest management project will become
fully operational during the next six months.
The project will begin key activities such as
monitoring, capacity building, support for alter-
native livelihoods, and assistance to mainstream
sustainable approaches in the overall recovery
process. It remains a challenge to be resolved in
the coming months, whether to respond to the
largest environmental gap - the restoration and
management of the coastal zone.

Livelihoods:

Creating Short-term and Long-term Opportunities

One of the biggest challenges identified during the
one-year post-tsunami stocktaking is to rebuild the
labor market and generate employment for local
residents in the reconstruction process. Recovery of
livelihoods has not been identified as an under-
funded sector in the recurring needs assessments
of the BRR, and has consequently not been an area
for funding through the Multi Donor Fund.

Even though the Multi Donor Fund does not have
a project that focuses on creation of livelihoods,
several projects contribute to getting people back
into work. Cash-for-work initiatives are important in
reintegrating the population and IDPs in particular
into the work force. Not only does cash-for-work
enable independence of external help for a large
number of families, it also has an important psy-
chological element of reassuring workers of their
value as members of society

“We feel that the KDP project is very effective. We are
glad that the community can participate and voice pri-
ority needs, such as building a village road that gives us
better access to the market so we can sell our products.”

Pak Hashimy (37) - Panggong village (Aceh Jaya)

A Year of Achievements

Currently, nearly 24,500 persons are employed
through Multi Donor Fund related activities. Approx-
imately 99% of people employed by Multi Donor
Fund projects are from Aceh and Nias.

KDP provides short-term jobs for a large number
of people in reconstruction programs. The same ac-
counts for UPP and the Housing and Settlements
Project where work gets mostly contracted to lo-
cal craftsmen and small contractors. The Tsunami
Recovery Waste Management Programme creates
an increasing number of jobs in the municipal waste
collection, sanitation services, sorting of recyclable
products such as wood and plastic. Projects also
provide substantial employment for staff in project
management, and technical staff for facilitation,
technical planning and supervision, and facilitation
of activities at village level.

Finally, more than 177,000 villagers receive supple-
mentary stipends for their work in KDP community
development (through implementation teams and
village committees, not mentioned in Table).

Table 2.7: Employment Creation through Multi Donor Fund Financed Projects

Province and District level management/ Technical Assistance 263
Short-term employment through community projects* 10,147
Cash-for-work employment in waste-related service 1,746
Facilitators (sub-district teams, village facilitators, housing and information facilitators) 12,379

Total 24,535

*This figure represents full-time equivalent (FTE) work positions of 3,040,100 man-days created through KDP, UPP and the Housing Project (calculation for FTEs:

3,040,100man-days/300 working days per year=10,147 FTEs).



2.5 Livelihoods : Creating Short-term and Long-term Opportunities

M Turning tsunami wood into new furniture

« The Tsunami Recovery Waste Management Project rather than ‘imported’ labor from other parts of
will create new livelihood opportunities through Indonesia, and lead to local job creation.
the design of viable business startups related to
the waste management process, also fostering «The Aceh Forest Environment Project will help

recycling and minimizing the volume of waste. villagers develop sources of income as an alter-
First results are expected before the end of the native to illegal logging, thus contributing to the
year. Since waste-related jobs are currently being creation of long-term livelihoods.

funded out of the project budget, it is a challenge

to ensure they will be carried over into long-term « The Support to Strengthening CSOs in the Re-
employment through local government planning covery Programme will provide block-grants to B Tsunami Waste Management Project
and budget allocation. community-based organizations that could poten-

tially be used for livelihood activities too.
« The promotion of local contractors through the

Local Resource-based Road Reconstruction Pro- It remains a challenge to be resolved in the
ject in the upcoming months will enforce the coming months, whether the Multi Donor Fund
involvement of local labor in road reconstruction should invest in stand-alone livelihoods projects.

In order to achieve the results documented in Chapter 2, the Multi Donor Fund must first establish and imple-
ment structures and processes that support the goals of the Fund. Chapter 3 provides an overview of how the
Multi Donor Fund operates, who does the work, where the work is being done, the financial status of the Fund,
how the Fund communicates, examples of the anti-corruption mechanisms at work, the key lessons learned
during its first year of operations, and the challenges it faces in the future.



How the Multi Donor Fund Operates

Who does the work?

Graph 3.1: Implementing Agencies

B Lessons Learned Workshop

All project investment and policy decisions made by
the Steering Committee have been on a consensus
basis. This has been achieved through a consultative
decision-making process which initially took place
at monthly Steering Committee meetings. However,
to allow more involvement in the project design
process, the Secretariat initiated Technical Review
meetings where members could question project
teams on the technical details of the projects
and also provide valuable suggestions on ways
to improve the project. The increased involvement
through Technical Reviews and participation in pro-
ject appraisal missions has also resulted in quicker
endorsement of projects.

The Secretariat reports more regularly than required
on both the progress of projects and the financial
status of the Multi Donor Fund. In addition to the
semi-annual reports (such as this report) and the
quarterly financial statements, the Secretariat also
provides monthly financial and project updates,
which lists all the issues and bottlenecks reported
to the Secretariat by the Partner Agencies. Publishing
these bottlenecks shows transparency to the Steer-
ing Committee and brings attention to these issues
in a policy dialogue forum that has the leverage to
resolve problems and remove bottlenecks.

Donor coordination takes place at both the Steer-
ing Committee meetings and the Technical Review
meetings. At Technical Review meetings, where the
merits of a particular project are discussed, partici-
pants engage in discussion on other projects in the
same sector to avoid overlaps and duplication. At
Steering Committee meetings, the BRR provides an
overall update on the progress of the reconstruction,
while other key donors who are not members of
the Steering Committee, such as the Australian and
Japanese governments, report on their portfolio.

Important issues such as the impact of inflation on
the reconstruction, timber policies and the delays
in the issuance of government budget documents
have been discussed at both the Steering Committee
meetings and the Technical Review meetings. The
significant resources controlled by the donors as
members of the Multi Donor Fund ($547 million), as
well as their bilateral contributions (approximately
$1 billion), give the Steering Committee considerable
leverage to influence reconstruction policy and bring
attention to issues and bottlenecks that require re-
solution. This leverage was utilized when several
Multi Donor Fund projects were delayed for several
months because funds were trapped waiting for
the government budget documents to be issued.
This was eventually brought to the attention of the
President of Indonesia which resulted in an immedi-
ate resolution.

Four NGOs
8%
Land
Administration
Agency
10%
Ministry of
Home Affairs
22%

Ministry of
Public Works
36%

World Bank as Partner Agency
I UNDP as Partner Agency
WEFP as Partner Agency

Many entities contribute to the success of the Multi
Donor Fund. Decisions on investment, policy and stra-
tegy are made by the Steering Committee. The Sec-
retariat is responsible for the day-to-day operations
including communications, liaising with stakeholders,
financial management of the Fund and monitoring
and evaluating the portfolio.

At a project level, the Multi Donor Fund has a variety
of implementing partners including Government of
Indonesia line ministries, UN Agencies and NGOs. The
Government of Indonesia is the Multi Donor Fund'’s
largest implementing partner, with the Ministry of
Public Works, Ministry of Home Affairs and the Land
Administration Agency implementing four projects
worth 68% of the Fund’s committed resources. United
Nations Agencies, including UNDP, ILO and WFP are
implementing six projects worth 24% of committed
funds and three NGOs are implementing a further
three projects with eight percent of committed funds.
A further four projects are currently under develop-
ment, three of which will be implemented by the
BRR. The World Bank does not implement projects,
but is the Multi Donor Fund’s largest Partner Agency.

Organizations are selected as Partner Agencies be-
cause of their professional skills and because their
policies, procedures and fiduciary frameworks are
acceptable to the Trustee. The Implementing Agency
must apply the Partner Agency’s rules and regula-
tions during project implementation, while the Part-
ner Agency supervises the Implementing Agency to
ensure compliance with their rules and to monitor
and evaluate project performance. The Multi Donor
Fund has two other Partner Agencies - UNDP and
WEFP. Graph 3.1 shows the spread of the Fund’s pro-
jects according to Implementing Agencies and Part-
ner Agencies.



m Where the work is being done

The MDF Projects in District

. 9-12 projects

5 - 8 projects

1 -4 projects

at least 50% needs not yet met

at least 25% needs not yet met

The Multi Donor Fund aims to work in areas where
funds are most needed, as well as maintaining geo-
graphic balance to avoid creating regional dispar-
ity and inequality. The location of projects is largely
driven by existing reconstruction needs. As of March
2006, there were still strong imbalances in the geo-
graphical distribution of reconstruction efforts. In five
out of 23 affected districts and municipalities in Aceh
and Nias, not even half of needs had been met, while
in another nine less than 75% of reconstruction needs
had been covered.

Map 1 shows that the Multi Donor Fund has a strong
presence in nearly all districts that still face serious
financing gaps. Through coordination with other
stakeholders during project planning, and especially
the BRR’s strategy for Multi Donor Fund projects
in the less covered areas, the Multi Donor Fund has
managed to create a more geographically balanced
portfolio, focusing its activities in areas with the
largest gaps.

Financial Report

From a financial perspective, the Multi Donor Fund
has been very successful during its first year of opera-
tions. Highlights include:

« Contributions: Of the $547 million pledged by
donors, 93% have been formalized through the
signing of contribution agreements;

+ Allocations to Projects: A total of $392 million
has been allocated to 12 active projects ($288
million) and a further four are currently under
development (5104 million). This means 72% of
pledges have been allocated.

- Disbursements to Projects: Of the $288 million
of active projects, the Multi Donor Fund has dis-
bursed $146 million (or 51%) to project accounts.
Of these disbursements, 56% ($82 million) has
been spent by the projects on the ground and
the remaining 44% are expected to be spent
within six months.

“The European Union is strongly committed to
the post-tsunami Reconstruction, mainly through
the Multi Donor Fund which is co-chaired and
funded up to 80% by the European Union
[European Commission and Member States].”

Javier Solana - European Union High Representative for the
Common Foreign and Security Policy

- Remaining Funds: After one year of operations,

approximately $155 million remains unallocated.
This includes an estimated $11.5 million for admi-
nistration, appraisal and supervision costs, which
is expected to be offset by investment income of
an estimated $12.1 million.
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B Steering Committee Co-chairs handing over the grant to the Aceh Forest and Environment Project

Table 3.1 provides a list of Multi Donor Fund’s con-
tributors, their pledges and committed contributions.
Pledges are currently at $547 million. This amount,
however, changes throughout the year due to ex-
change rate fluctuations.

Some donors paid their contributions up-front, while
others have chosen to pay in two or more installments.
The table below shows that the Multi Donor Fund has
received $243 million from its contributors.

Table 3.1: Pledges, Contributions and cash paid into the Multi Donor Fund as of 31 May 2006

European Commission*
Government of the Netherlands
Government of the United Kingdom*
World Bank

Government of Norway
Government of Denmark*
Government of Canada
Government of Sweden

Asian Development Bank
Government of Germany
Government of the United States
Government of Finland*
Government of Belgium*
Government of New Zealand
Government of Ireland

Total Contributions

*Exchange rates as at 31 May 2006; Source: Bank Indonesia

25591 255.91 53.27
100.00 100.00 60.00
47.96 10.00 10.00
25.00 25.00 25.00
18.03 18.03 18.03
17.96 17.96 17.96
11.04 11.04 11.04
10.44 10.44 10.44
10.00 10.00 10.00
10.00 10.00 7.40
10.00 10.00 10.00
10.24 10.24 4.28
10.24 10.24 2.55
8.80 8.80 2.20
1.20 1.20 1.20
546.83 508.87 243.38

B Rehabilitating the existing port in Sinabang

Of the $547 million of pledges, the Multi Donor Fund
has allocated 72% (or $392 million) to projects. As
shown in table 3.2, the Fund has made its invest-
ment decisions relatively quickly compared to other
donors, who have allocated 49% of their pledges and
is comparable to the NGOs (78%).

Projects are on-budget if the funds are channeled
through the Government of Indonesia national bud-
get. The Multi Donor Fund seeks to finance projects
on-budget, where possible, becauseitintegrates plan-
ning within the government’s processes, which is es-
sential for capacity building and long-term sustain-
ability. The four project concepts endorsed at the
first Steering Committee meeting were all on-budget
projects. However, in 2005, because there were signi-
ficant delays in issuing budget execution documents
(DIPAs), three of the four projects did not have access
to funds to start operations until November 2005.
This led the Steering Committee to endorse the next
nine projects concepts, valued at $108 million, as
off-budget.In 2006, the Steering Committee endorsed
the BRR Financing Strategy including co-financing
projects with the BRR. This led to a return to financing
on-budget projects by endorsing three project con-
cepts, all to be implemented by the BRR or the Minis-
try of Home affairs. In total, 74% of allocated funds are
towards on-budget projects and 24% are off-budget.

3.4 Financial Report

Table 3.2: Proportion of Pledges Already Allocated to Projects

Multi Donor Fund 547 392 72%
Other Donors 3,047 1,502 49%
NGOs 2,500 1,940 78%

Source: Pledged data from BRR Renstra (Strategic Plan April 2006); Allocated data
from World Bank updated as of May 2006

As of 31 May 2006, the Multi Donor Fund received
$243 million from donors, and derived a further $4.09
million from investment income, which are pooled
with the contributions to finance projects and pro-
grams selected by the Steering Committee. During
the same period, $146 million has been disbursed to
projects’ accounts. This disbursement figure is based
on forecasted cash needs for the following six
months. On average, 51% of grants have been made
available to projects.

Table 3.3: Multi Donor Fund Financial Status as of 31 May 2006

Total Paid in Contributions 243.38
Total Investment Income 4.09
Total Receipts 247.47
Total Disbursements to Projects 145.99

Total Administration, Appraisal and Supervision 1.71
Costs ’

Total Cash Available 99.77
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Project Spending

As of 31 May 2006, Multi Donor Fund projects have spent $82.4 million (shown in table 3.4) or approximately

56% of the resources transferred by the Fund.

Table 3.4: Project Spending as of 31 May 2006

On-budget Projects

Reconstruction of Aceh Land Administration Project

Community Recovery Through the Kecamatan Development Project (KDP)

Community Recovery Through the Urban Poverty Program (UPP)

Community-based Settlement Rehabilitation and Reconstruction Project

for NAD

Off-budget Projects

Technical Support for Badan Rehabilitasi Rekonstruksi (BRR) NAD-Nias

Tsunami Recovery Waste Management Program

Support to Strengthen the Role and Capacity of CSOs in the Recovery of Aceh

Labor-based Rural Road Rehabilitation in Aceh
Sea Delivery and Logistics Program
Reconstruction and Rehabilitation of Ports

Aceh Forest and Environment Project

Flood Mitigation Program for Banda Aceh*

Total

11,695,000 2,160,067 18%
49,000,000 44,759,699 91%
6,554,671 3,586,773 55%
21,437,798 9,541,973 45%
11,000,000 3,334,706 30%
11,000,000 3,968,529 36%
3,000,000 82,417 3%
2,420,000 0 0
24,700,000 14,638,833 59%
3,580,000 277,999 8%
1,600,000 2,106 0
0 87,065* 0
145,987,469 82,440,170 56%

*The Flood Mitigation Program for Banda Aceh is pre-financed by Muslim Aid. The Expenditure will be reinbursed to Muslim Aid in June.

On-budget projects®

In 2005, on-budget projects experienced significant
delays because DIPAs (budget execution documents)
were not issued in a timely manner. This problem was
brought to the attention of the President of Indonesia,
and funds for all projects were mobilized in Novem-
ber, except for the Land Titling Project, which had al-
ready started disbursing in September 2005.

Once the funds were made available, project spend-
ing on the ground went smoothly. Spending during
the first two or three months of the project was lower
because of the initial set-up and preparation work
required to get a project operational. In February,
however, the rate of spending increased significantly,
and continues to grow. The process for issuing DIPAs
(budget execution documents) also went smoothly
in 2006.

The Land Titling Project, which started in Septem-
ber 2006, has spent $2.16 million by May 2006. This is

slower than expected and is a reflection of the prob-
lems the project has encountered, including waiting
for a Government Regulation on Banking and Land
and interruptions in the deployment of teams by the
National Land Agency. These bottlenecks are being
resolved and the rate of spending should increase in
the latter half of 2006.

The Urban Poverty Program and Housing and
Settlements Project have spent $3.6 million and
$9.5 million, respectively. Spending for both projects
increased significantly in May 2006, and should con-
tinue to grow in the second half of 2006 when the
second tranche of grants will be distributed to the
UPP urban neighborhoods and the Housing project
has expanded into additional urban areas in Aceh.
Since February 2006, the spending for the Kecamatan
Development Project grew exponentially. The project
is expected to be completed by the end of this year,
well ahead of schedule.

2 All on-budget projects for the Multi Donor Fund are spread across a wide geographic area. This makes collating up-to-date spending data a challenging task. For this
section, the Secretariat assumes, unless stated otherwise, that all funds withdrawn from the project bank account have been spent. This estimate has proven to be fairly

accurate because strict criteria must be satisfied before more funds may be withdrawn.

M Proud house-owner with his new Landtitle

Off-budget projects

By 31 May 2006, the Technical Assistance for the
BRR project has spent $3.3 million with another
$9.9 million contracted already. With only 7% of the
$14.7 million grant left uncommitted, this project is
progressing well and on-track to finish in June 2007.
The Tsunami Waste Management Project is also
progressing well and is expected to complete its
planned activities by June 2007. To date, this project
has spent almost $4 million and has committed ano-
ther $6.5 million in contracts.

The Sea Delivery and Logistics Program is a de-
mand driven project with its spending reliant on how
much cargo needs transporting to reconstruction
areas. At the project design stage, it was envisaged
that the $24.7 million grant would be spent by
31 May 2006. By the end of May, WFP has spent $14.6
million. Since this project is demand driven, it is un-
certain how long the remaining $9 million will last.
If cargo levels remain similar to previous months,
the funds could finance the service until September
2006. The BRR forecasts that cargo will increase sig-
nificantly in June and July, which would allow the pro-
ject to finish by mid-July.

Project spending for the Support to Strengthen-
ing CSOs is slower than anticipated. The project re-
ceived $3 million from the Multi Donor Fund in
December 2005, and by 31 May 2006, it has spent
$82,417 on its activities. The project is currently re-
cruiting consultants and tendering to outsource its
training programs, which are taking slightly longer
than expected. This process should be completed
shortly and once activities are running, the rate of
spending will increase significantly.

3.4 Financial Report

Since February 2006, the Flood Mitigation Program
for Banda Aceh has spent $87,065 on its activities,
which has been pre-financed by Muslim Aid, the Im-
plementing Agency for the project. Muslim Aid is cur-
rently seeking reimbursement for the expenses, and
a first disbursement to the project account will be
made in June.

Trend in Spending

Graph 3.2: Cumulative Project Spending
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Graph 3.2 shows the trend in project spending dur-
ing the six months between December 2005 and May
2006. The graph shows that since February 2006, pro-
jects have been steadily increasing their spending
rate. This demonstrates the initial slower spending
during the set-up stage of the project, but once imple-
mentation picks up speed, spending follows.



3.4 Financial Report

M Freshly painted house

Financial Profile of the Multi Donor Fund

Graph 3.3: Allocations, Disbursements and Spending
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Graph 3.3 shows the expected timing for allocations,
disbursements and spending during the lifetime of
the Fund. All pledges are expected to be allocated by
the end of 2006. Since projects require start-up time
to recruit staff, set-up offices and get facilitators into
the field, it is important that sufficient time be given

—0O—Disbursements

—e—Spending

to all projects to spend their grants. Projects should
be at their busiest in the middle years of the Fund. By
the end of 2009, the Multi Donor Fund should have
transferred all their funds to project accounts as all
monies must be spent by 30 June 2010.

m Communications

M Geumala Yatim, Multi Donor Fund Ombudsperson, talking to community members

Communicating to Beneficiaries

The Multi Donor Fund endeavors to address the
beneficiaries’ need for more information about the
reconstruction of their specific village through a pi-
lot communications program on the Fund’s projects.
The pilot program uses the ombudsperson, news-
papers, leaflets and local radio programs to dissemi-
nate information to beneficiaries.

« The ombudsperson regularly visits project sites,
meets village and traditional leaders and joins
women'’s gatherings. This is an informal and effec-
tive way to introduce the Fund’s projects and to
solicit feedback directly from the beneficiaries.

+ Using the ombudsperson role effectively, how-
ever, is time-consuming and will mean that a
relatively small number of villages will be visited
over the coming year.

- Experience, thus far, indicates that beneficiaries
very much welcome the ombudsperson and the
chance to exchange information.

For example, in the Lambung neighborhood near
Banda Aceh, the ombudsperson learned that ‘waste-
clearing’ was needed in the area allocated for
housing. She facilitated the Waste Management
Project to cover this area. The result is a village with
greater trust in the usefulness of Multi Donor Fund
projects.
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M Two housing facilitators

Communicating to other
Reconstruction Stakeholders

The Multi Donor Fund builds strong partnerships
through information exchange and coordination on
the ground.

« Regular meetings with the BRR to share informa-
tion on projects, clarify donor expectations, and
follow up on the development of project concept
notes, have resulted in better cooperation and
enabled addressing needs on both sides.

+ Meetings with Governor(s), the Provincial and
District Planning Agency (BAPPEDA), and
District Heads increase the awareness and in-
terest of local government in projects on the
ground.

+ Local and International NGOs and the Multi
Donor Fund share information and discuss cur-
rent project issues that may need further atten-
tion from Partner Agencies and Implementing
Agencies to ensure that beneficiaries get the best
results on the ground.

Complaint-handling System

The Multi Donor Fund encourages beneficiaries to
give feedback on its projects either through the
projects, directly to the Fund’s Ombudsperson or
via the future interactive radio shows or newspaper
columns.

The UPP and Housing and Settlement Project
complaints system is a very effective way to be fully
transparent, as all reported complaints are put into
the overall MIS system at the district level which in
turn is accessible via the internet. On the website,
every filed complaint is identified along with the
nature of the problem, where it occurred and what
the status is in terms of resolution. The MIS team
also compiles monthly summary reports which can
be found on their website (www.p2kp.org). So far,
55 complaints have been identified out of which 54
were resolved, most at the local level.

The KDP complaint mechanism is an established
and effective mechanism for communities to submit
a complaint or a corruption case.

KDP Complaint Mechanism
Cases are addressed, in the first instance, through a
community participatory approach and if not
resolved, are elevated to the next level.
Sources

Community « Journalists « NGOs

Village Facilitator

:

Sub-district < = === Sub-district
Head Facilitator

l

v v

District ; District
BMP =—3 Consultant

!

» Regional Management Unit
» Provincial Consultant

l

Ministry of <«— Central —» World
Home Affairs PMD Bank

Core Values: Confidentiality (Witness Protection),
Participative, Transparency, Multi-layer Action
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Examples of Complaints
relating to the Multi Donor Fund financed projects

Housing and Settlement Project

Women in a pilot vil-
lage of the housing
project complained

An additional grant can
be provided to build
the kitchen. In future,
that finished houses mandatory agreement
did not include a of women for the
kitchen. house design.

Flood Mitigation Project

Muslim Aid has re-
placed the valve with a
“When there is heavy larger one

rain for a few days,

the rain-water causes

flooding because the

valve is too small”

Beneficiary, Aceh Jaya

Land Titling Project

Local NGOs report lack Very recent complaint,
of involvement of Land Partner Agency is cur-
Monitoring Consortium, rently investigating.
created to monitor

BPN'’s implementation,

reducing transparency,

and lack of coordina-

tion on the ground.

Beneficiary in Lhok Nga, BPN to rectify
owner of three parcels

complained that all of

the certificates were

either incomplete or

incorrect, and sent

them back.
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3.5 Communications

M KDP - village meeting

Composition of complaints received by the BRR to date:

The complaints handling for the BRR is integrated into their Anti-Corruption Unit, which focuses on preven-
tion, investigation and education. Since September 2005, the BRR has received about 528 complaints out of

which 88% have been processed to conclusion.

NGO
10.2%

Government
Agencies
11%

BRR Staff
38.2%

Private
Sector
15.3%
Individuals
25.2%
Ethics,
needs not met
7%
Staff °
14%
Other
25%
Project
Implementation
14%
Corrupt Tender
Practices Concerns
15% 25%

Graph A: Source of Complaints

Graph A shows the source of complaints. To date,
BRR staff (both internal and outsourced staff) are the
largest source of complaints, followed by individuals
and then the private sector. Complaints from NGOs
and individuals are growing as the BRR endeavors
to engage the NGO community more. Thanks to the
confidentiality policy of the Anti-Corruption Unit, only
10% of complainants have chosen to be anonymous.

As shown by Graph B, the most common complaints
relate to concerns surrounding the tendering pro-
cesses and results. Allegations of possible corrupt
practices, issues relating to project implementation
and complaints about staff are also common issues
brought to the BRR Anti-Corruption Unit. 7% of com-
plaints are about issues of ethical guidance and
advice and about concerns that their needs are not
being met. The remaining 25% of complaints vary
from problems with applying regulations, staff per-
formance, requests for advice on ethics and general
questions on compliance.

All Multi Donor Fund projects have strong anti-cor-
ruption measures, so far, none of the corruption cases
have had to be referred to higher authorities (police) as
all have been resolved at the community level. Of the
corruption cases that have been reported, only a mi-
nority turned out to be real corruption or real attempts
at corruption. However, several projects have encoun-
tered corruption in their operations. All identified in-
stances of corruption have been addressed swiftly and,
where necessary, projects have further strengthened
their mitigation measures.

The KDP anti-corruption strategy has three main
themes:

1. Eliminate complexity

+ Budgets are transferred straight from the national
level to the village accounts. This means almost no
leakages occur, compared to other more complex
structures.

- Simplified and unified financial reporting mecha-
nisms at the village level.

2. Transparency on all financial transactions

- Range of materials and procedures to ensure that
all financial information is public and publicly dis-
played, e.g.local shopping price quotations for ma-
terials must be read out loud in public meetings to
bevalid,signboardspostedcarryingtheinformation
and bookkeeping managed by an elected imple-
mentation committee. Withdrawal or transfer of
funds requires three signatures.

« Involve independent groups to inspect KDP sites,
e.g. provincial NGOs and discuss and review cor-
rective actions.

- Government management group has taken extra
steps: i) audit summaries are send to civil society
oversight groups ii) MOHA as Implementing Agen-
cy publishes a list of problems in newspapers.

3. Respond quickly to complaints

- Follow-up on reported cases of corruption. Share
reported cases with civil society watchdog groups,
including the press. From the provincial level, re-
ports go to local government and national team
until the case is solved.

Examples of corruption cases
relating to the Multi Donor Fund financed projects

CASE

Waste Management Project

Meulaboh. Sanitation Department

head has been replaced. The
UNDP discovered that money (amounting to about
the head of the sanitation $1,400) was paid back to the
department was over- project account. UNDP has
stating the actual number increased the number of au-
of people working on the ditors and hired an indepen-
site and was demanding dent third party to conduct
a kickback from workers’ independent monitoring of
salaries. field operations.

Housing Project

Gampong Baro, Banda Aceh  The head of the Community

Trustee Committee and the
Bapak Y received his first community group held up
instalment of Rp 5,000,000  further installments until
but did not give receipts he provides the necessary
or an expense report. documentation.

Kecamatan Development Project

Village head, South Aceh. The community, the
Kecamatan officer in charge

After executing the drain- and the facilitator held a
age and irrigation works, village meeting with the
Rp 6,000,000 were left village head.

in the account. The Village

Head took the remaining The money was returned to
funds, indicating that the village account.

he would use it for

additional activities.

Sub-district Head claimed The community itself sent

a 10% commission for the a complaint to the district

allocation of Rp 2.5 billion. head who, in coordination
with the district consultant,
called the sub-district head.
The sub-district head
admitted the wrongdoing
and got a strong warning
(the 10% commission was
never received).

Further, KDP Aceh tripled the audit requirements and
developed a special audit manual. Two financial super-
visors from the World Bank and two extra dedicated
supervisor staff in the field were added.



In the last six month, the Multi Donor Fund for
Aceh and Nias was reviewed by three independent
studies.

Eye on Aceh, a local NGO, published ‘A people’s
Agenda - Post Tsunami Aid in Aceh, in which they de-
scribe how individuals and communities have been
affected by their experience of the reconstruction
process and to what extent their needs have been
met. This research used case studies from the
activities of five major donors, including the Multi
Donor Fund.

UNDG conducted a ‘Review of Trust Fund Mecha-
nisms for Transition Financing, which reviewed past
and existing multi-donor trust funds (administered
by both the UN and the World Bank) to determine
the extent to which they have contributed to overall
trust fund objectives. The Multi Donor Fund was one
of 11 post-crisis funds reviewed.

The Norwegian and Canadian Governments, in colla-
boration with the World Bank, are reviewing at least
eight multi-donor trust funds with the aim of de-
veloping a set of good practices for the establish-
ment and administration of future trust funds. Their
preliminary findings are in the first draft of their re-
port ‘Review and Analysis of the Experience with Multi-
Donor Trust Funds in conflict affected Reconstruction.

Both UNDG and the Norwegian/Canadian/World Bank
reports will be posted on the Multi Donor Fund web-
site once they are publically released.

This highlights the findings from the three inde-
pendent reviews.

1. Quality of Projects, Implementation on the
Ground and Overall Operations

The studies identified a number of advantages of
using the Multi Donor Fund for the recovery and
rehabilitation of Aceh. Its flexibility of funding has
enabled the BRR to adopt innovative implemen-

tation practices; further the BRR welcomed the
openness of the World Bankand the donors to share
strategies and suggestions. The recent decision of
the BRR to enter into voluntary co-financing with
the Multi Donor Fund shows government owner-
ship on projects and a guarantee that funding will
be directed to government priorities. The Multi
Donor Fund is considered very unique because the
co-financing can be up to 75% of the project.

From a financial point of view, the Multi Donor
Fund was identified as the quickest to disburse to
a project (after four months) and its target to
keep the administration costs below 2% is unique
compared to the target in UN Trust Fund prog-
rams where administration costs vary between 5
and 12%.

To enhance the overall quality of the portfolio,
the development of the Recovery Assistance Policy
and later the approval of the BRR-Multi Donor Fund
Financing Strategy are seen as best practices.

. Donor Coordination and Policy Dialogue

One of the advantages of using a multi-donor trust
fund mechanism is that it can improve complemen-
tarity and coordination among donors even when
the amount of funding going through the fund is
relatively small compared to the total foreign assis-
tance. The Multi Donor Fund has allowed smaller
donors to participate without major transaction
costs, heavy engagement or investment in moni-
toring and evaluation and thus enables a broader
range of donors to be involved.

In the Aceh context the Multi Donor Fund for Aceh
and Nias is seen as the only institution that tries
to strengthen dialogue across stakeholder groups in
a systematic way, focused on the recovery efforts,
through participation of all its Steering Committee
Members (civil society, GOl both national and pro-
vincial, BRR, INGOs and the UN). However, to further
strengthen the engagement of the civil society in

M Testing the quality of house bricks during supervision mission

the Multi Donor Fund, one report suggested that
civil society representatives be provided with re-
sources to undertake more consultation and in-
formation sharing among civil society groups. One
of the studies also pointed out that the Partner
Agency mechanism, used by the Multi Donor Fund,
is an innovative way of sharing work and capita-
lizing on the comparative advantages of the UN
and the World Bank, and that it promotes overall
harmonization with UN agencies.

The studies also identified several advantages to
using the World Bank as a trustee. Firstly, the World

3.6 External Views

Bank has a reputation for fiduciary management
and can mobilize very significant voluntary contri-
butions to the multi-donor trust fund for those
purposes. Also, the World Bank’s strong governance
agenda means it has a strong anti-corruption
framework, which is expected to be applied to pro-
jects by implementation partners on the ground.

. Monitoring and Evaluation

To enhance the possibility of reporting on overall
aggregated results, it is suggested to try and en-
sure that project output indicators and targets in
similar fields are harmonized.



Lessons Learned and Challenges Ahead

B Head of community, engaged in KDP Project

During the first year of operations, many lessons were
learned from managing the Multi Donor Fund. One
of the most important was recognizing the need to
review the Fund’s operations to understand what it
has achieved, what went right, what can be improved
and what challenges the Fund faces in the future. To
address this need, the Multi Donor Fund conducted
a lessons learned exercise that included engaging an
independent consultant to conduct interviews with
Steering Committee members and observers, Partner
Agencies and the Secretariat to solicit input for a one-
day workshop.

The outcomes of the interviews and the workshop
were documented in a report called the Lessons
Learned Outcomes Report which can be down-
loaded from the Multi Donor Fund’s website (www.
multidonorfund.org/documents). The following pro-
vides a summary of key findings from the report.

Having flexible decision-making processes that re-
sulted in quick endorsement of quality projects has
been essential to ensuring that the Multi Donor
Fund is able to respond quickly to the needs on the
ground. The endorsement of $250 million in project
concepts at the first Steering Committee was the
only way significant results could be reported at the
first anniversary of the tsunami, as this was only six
months after the establishment of the Fund.

Another lesson learned was that having a flexible
and clear strategy, such as the Recovery Assistance
Policy, allowed the Steering Committee to move ra-
pidly in selecting projects and adjusting to the on-
going changes in project needs as they arise. The
challenge ahead is to maintain a sense of urgency
as some donors have expressed a desire to lengthen
the review time for projects. In making this deci-
sion, an assessment must be first made on whether
lengthening the review period will enhance project
quality.

3.7 Lessons Learned and Challenges Ahead

M Steering Committee members engaged in the Lessons Learned workshop

Since the Multi Donor Fund has already allocated
72% (or $392 million) of its pledges, the Fund is now
entering into a phase where ensuring the quality of
implementation is increasing in importance. Moni-
toring of projects is conducted by the Partner Agen-
cies and the Implementing Agencies. The monitoring
of the portfolio as a whole, however, is done jointly
by the Secretariat and the Steering Committee. The
lesson learned in the first year is that the expecta-
tions on what and how portfolio monitoring should
be conducted varied between parties. The challenge
is to create a framework that clarifies roles, manages
those expectations and coordinates the different
M&E needs of the Steering Committee. At the les-
sons learned workshop, the participants committed
to coordinating their individual M&E activities on
the Multi Donor Fund, possibly through a dedicated
monitoring and evaluation working group.

The lesson learned is that a steady stream of policy
issues need to be resolved to get things moving on
the ground. The large resources the Multi Donor Fund
donors control gives the Steering Committee leverage
to bring attention to these issues and bottlenecks
that require resolution. The challenge ahead is to
transform this Multi Donor Fund forum into a mech-
anism that will meet on a more regular basis and
discuss in greater detail issues facing Multi Donor
Fund projects, as well as those facing other donors
and NGOs in the reconstruction. Creating a regular
forum will require the establishment of a special
working group, with an identified leader and a well-
defined mandate. This working group will also need
to coordinate with other forums to ensure that it
is complementary to existing structures.



3.6 Lessons Learned and Challenges Ahead

The Multi Donor Fund has approximately $150 mil-
lion of unallocated funds. According to the BRR-
Multi Donor Fund Financing Strategy, the major-
ity of this remaining amount should be spent via
an Infrastructure Fund Facility, a project co-financed
by the Multi Donor Fund and the BRR to build pro-
jects designed by the Infrastructure Reconstruction
Enabling Program (IREP).

As the gap analysis shows, there are still consider-
able gaps in a wide number of sectors. Due to the
flexible nature of the funds and its ability to finance

gaps identified in the reconstruction, there is a con-
tinued demand for Multi Donor Fund financing.
As shown in section 3.4 Financial Report, the Multi
Donor Fund has been relatively quick in allocating
its funds to projects. The question facing the Fund
now is whether to replenish the Multi Donor Fund
with additional funds to meet this need, or whether
the Fund should enter into the second phase of its
life-cycle and concentrate on ensuring quality in the
implementation of the existing portfolio.

Table 3: Summary of Needs, Projects, and Gaps ($ million)

Social Sector

Education

Health

Community, culture and religion
Infrastructure and Housing
Housing

Transport

Communications

Energy

Water & Sanitation

Flood control, irrigation works
Other Infrastructure

Productive Sectors

Agriculture & Livestock
Fisheries

Enterprise

Cross Sectoral

Environment

Governance & Administration (incl. Land)
Bank & Finance

TOTAL
Source: World Bank estimate, April 2006

431 1,478 1,046
181 455 274
138 526 388
112 497 384
3,144 2,165 -978
1,916 1,125 -791
728 506 -222
52 23 -29
106 46 -60
77 235 159
265 140 -126

0 91 91
1,420 628 -792
270 159 -111
613 201 -412
537 267 -270
817 458 -359
665 72 -593
135 380 245
17 5 -1
5,812 4,729 -1,083
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Assessing Performance, Based on Criteria for Quality

To ensure the quality of projects, the Multi Donor Fund has identified a set of nine criteria to be ap-
plied to all projects during their preparation and implementation. The question of portfolio quality has
recently become more important, now that about 55% of total funds are allocated to projects currently
implementing on the ground. As part of portfolio monitoring and evaluation, the Secretariat and donor
partners will undertake analytical work during the next 15 months, prior to an external mid-term review
in late 2007. This analysis will look across projects at the impact of the portfolio in promoting gender
equality, social and environmental sustainability, inclusion of the poor, good governance and transpar-
ency, and conflict-sensitivity.

When considering development impact, it is important to note that half of the ongoing projects have
implementation periods of two years or less. While some projects may have a well-developed gender
approach, the longer-term effect on gender empowerment may be limited due to a short implementa-
tion period. Therefore, future analysis will have to take a realistic approach towards possible impacts
especially regarding “soft” issues, that usually require a certain measure of time before the expected
changes occur. What follows is a brief assessment of how well the nine criteria have been applied.

Community-Driven Development

The Government of Indonesia’s Master Plan for Reconstruction foresees a strong focus on community
involvement in planning and implementing reconstruction wherever possible. Experience in the recovery
has shown - not only for the Multi Donor Fund - that community-led reconstruction requires intensive
preparation because democratic procedures and planning mechanisms must be put into place. How-
ever, once planning has finished, and funds have been disbursed to communities, results are achieved
at a fast pace because the community hires small contractors that are flexible to deliver more quickly
than some of the other actors in the same locations. In this way, since late December, 709 new houses could
be completed.

The established procedures at the project level also ensure ownership. Comments gathered in the field
show pride and satisfaction of beneficiaries with the results. A thorough survey of beneficiary satisfaction
still needs to be done. One important measure to reduce an imbalanced development of communities
is the allocation of about $3 million for social funds, scholarships and loans to hard-hit families as part
of the relief programs of KDP and UPP.

POVERTY
REDUCTION

Poverty reduction as the overall outcome of “Building back better”is the overarching goal of
the Multi Donor Fund. Most of its projects contribute to alleviating poverty, for exam-
ple through the provision of property rights, housing stock that can serve as collateral,
infrastructure to meet basic needs, micro-credit for informal sector entrepreneurs, cash-
for-work, or labor-intensive employment for unskilled workers, skills training, facilitating the
flow of goods to devastated poor communities, and improving services for the poor through
better linking of village development planning to annual district planning and budgeting.
A beneficiary survey at a later point will give insight how Multi Donor Fund projects have
supported the poor population of Aceh and Nias.

Besides marrying international good practice with local knowledge through the Partner
Agency - Implementing Agency arrangement, the Multi Donor Fund has moved to a “center
QUALITY of gravity” approach by financing projects and programs that are a model in their sector,
such as the Housing Project, the Tsunami Recovery Waste Management Programme, Infra-
structure Reconstruction Enabling Project and the Aceh Forest and Environment Project.

GOOD
GOVERNANCE

The Multi-Donor Fund has applied this criterion in several ways. Participatory processes and
stakeholder involvement are used in the design and implementation of almost all projects.
There has also been a particularly strong focus on capacity building for local governments
and other local stakeholders to promote a sustainable application of good practices in plan-
ning, implementation, and supervision of reconstruction and development activities (see
Chapter.2.3). Within the Multi Donor Fund itself, the Steering Committee and Secretariat
have maintained transparency by making all key documents publicly available through
the website. The Secretariat has developed a communications strategy to keep different
stakeholders fully informed (see Chapter 3.4).

The current portfolio, including projects under design, represents a broad approach to ca-
pacity building at various levels that will support more sustainable and effective institutions
for Aceh and Nias.

(a) The settlement reconstruction projects apply a community-driven approach to develop-
ment that aims at empowerment and increasing the capacity of the local population
through intensive training, participation in decision-making and management of sub-
projects (see Box 1).

(b) In the current portfolio of 16 projects, nine support capacity building of governmental
institutions through the provision of technical assistance, training and intensive involve-
ment in decision-making and implementation (see Chapter 2.3).

(c) The CSO Strengthening Project will further develop capacities of NGOs and community-
based organizations, while other projects will involve NGOs and the media as monitoring
agents.

(d) The Local Resource-based Road Rehabilitation Project is specifically designed to build
the capacity of the private sector to enable local contractors to participate more fully in the
economic opportunities presented by the reconstruction.

BUILDING
CAPACITY

It is too early to measure impacts on the capacity of the supported actors.

SUSTAINABLE
DEVELOPMENT

All projects are reviewed for environmental and social impacts, including necessary miti-
gating measures that will be addressed through project implementation guidelines.
The use of illegal timber in reconstruction activities has been a special concern, and the
Housing Project for instance has developed a strategy that, in a nutshell, foresees that
housing groups will only receive second and third tranche disbursement if they can
document that they are using legally-purchased timber. The Aceh Forest and Environment
Project will more comprehensively help protect key forest resources from illegal logging
that is partially being stimulated by increased demand for building materials. The degree
of actual application of these and other projects’ safeguards needs to be confirmed through
an analysis of the overall environmental sustainability of Multi Donor Fund projects at a later
point in time.

GENDER

Women do not have a strong position in the Acehnese society or most rural areas in
Indonesia. In recognition of this fact, individual projects have sought to include gender
sensitivity in their design where appropriate. The focus ranges from creating participatory
mechanisms for women, providing employment opportunities and ensuring an increased
protection of their rights (see Box 2). The Secretariat plans to assess whether the respective
gender action plans are being followed and what kind of results have been achieved for
women in the reconstruction process.
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BOX 2: Promoting Gender Equality

Participation

The Housing and Settlement project closely monitors involvement of women throughout the project
cycle. Compared to initial targets for women’s involvement, they are still underrepresented both in pro-
ject processes and as staff. For instance, while serious efforts were made, only 9% of housing facilitators
to date are female. Also, the participation rate of women, during village meetings and as volunteers is
below target. This can be partially attributed to the fact that, in the communities currently targeted by
the project, so many women lost their lives that they sometimes represent only about 10% of the remaining
population. Therefore, the targets for female participation were set at an unrealistically high level.

Creating employment opportunities

“l am a single parent and | need
a regular income to send my
kids to school. | like working at
the dump site, since | can come
together with other women who
share my fate, and | can forget
my sadness.”

The Tsunami Recovery Waste Management Project strives to create
a good gender balance. To date, women have constituted 45% of
those employed in waste service-related jobs. When reaching out to
new partners, the project makes clear that creating opportunities for
women in municipal solid waste management has to be considered.
The fact that half of the 12-person project management team are
women reinforces this message. Finally, the project’s livelihoods com-
ponent will create business opportunities by specifically targeting

women. Ersi Suryanti (35), widow with four
children - Aceh Barat

Protection of women'’s rights

The Land Titling project has special procedures to protect the land ownership rights of widows and orphans.
Prior to the tsunami, land ownership by women in Aceh was at 0.5%. Currently, the percentage of identified
female land title holders is 6.5%. Taking into consideration that during the tsunami more women than men
lost their lives and that the percentage of male title holders might even have risen, this is a good initial
result. However, it is the aspiration of this project to raise this percentage and provide secure land ownership to
all entitled women. Once the project’s monitoring and evaluation system is fully in place, it will be easier to
trace issues involving women’s rights.
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GEOGRAPHIC
BALANCE

As of March 2006, there were still strong imbalances in the geographical distribution
of reconstruction efforts. In five out of 19 affected districts and municipalities in Aceh
and Nias, not even half of needs had been met, while in another nine less than 75% of
reconstruction needs had been covered. The Multi Donor Fund has comprehensive geo-
graphic reach through several projects that provide full coverage in all districts and
municipalities (KDP, UPP, Strengthening CSOs, SPADA) and a strong presence with up to
12 ongoing and planned projects in the underserved districts. This suggests that the
Multi Donor Fund has achieved its goal of contributing to a geographically-balanced
reconstruction. At a later point, it will be useful to analyze financial allocations per district
and how these relate to needs.

CONFLICT
SENSITIVITY

None of the approved projects and concepts have been evaluated as provoking further
conflict. Some projects actively seek the involvement of ex-combatants, for example the
Waste Management Project recruited former GAM-members for waste-related work. The
Aceh Forest and Environment Project will be active in areas that were “off-limits” GAM
territory until the signing of the peace agreement, and thus contribute to a more regionally
balanced development in conflict and non-conflict areas. The national SPADA project was
designed with conflict resolution in mind and its variant in Aceh and Nias will strengthen
the local justice system and systems of local dispute resolution.

SHARED WORKLOAD

— The World Bank has been selected as Partner Agency for ten of the 16 approved projects
and concepts while UNDP is Partner Agency for five and the World Food Programme for
one project. In terms of project volume the World Bank-supervised projects and concepts
amount to $322 million (82%), implemented by three government agencies and four NGOs,
while those for UNDP total $45 million (12%) with UNDP and ILO as Implementing Agencies.
The World Food Programme acts as Partner Agency for one project of $24.6 million (6%).
To date, the ADB has not taken up the opportunity to partner an Multi Donor Fund project
due to its own load of activities in Aceh and Nias. Since UNICEF and WHO support activities
in the education and health sectors, that are not covered by Multi Donor Fund financing,
no opportunity has emerged to involve them as Partner Agency. (see also chapter 3.2)
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Reconstruction of Aceh Land

Administration System Project

Grant Amount $ 28.5 million

Implementation Period ~ August 2005 - June 2008

Geographic Area All affected areas in Aceh and Nias

Partner Agency World Bank

Implementing Agency National Land Administration Agency (BPN)

The Reconstruction of Aceh Land Administration System
Project identifies land ownership and issues land titles
through a community land inventory, recovery of land
records, and establishment of a land database. Over three
years, an estimated 600,000 landowners in Aceh and Nias
will receive legal title documents which will provide them
with a solid foundation for restarting their lives.

All land ownership is restored through a multi-tiered process.
Community land inventory is mostly facilitated by NGOs, in
accordance with the guidelines of the National Land Admi-
nistration Agency (BPN). In a second step, adjudication teams
of BPN conduct adjudication. Land is measured and com-
munity agreements on land parcel ownership and boundary
demarcation validated. The results of land mapping are also
officially checked against pre-tsunami documents. Eventually,
BPN publicizes adjudication results for four weeks, followed
by the registration and issuance of the land titles. All services
are free of charge.

Achievements as of 31 May 2006

While only 2,608 title documents have been issued, more than
50,500 land titles are ready to be issued once a Governmental
Regulation on Banking and Land becomes effective. Starting
July 2006, 30 BPN adjudication teams will be deployed to
Aceh. The project will extend implementation from two to
nine districts by the end of 2006, concentrating on areas with
high housing reconstruction activities.

Achievements

May 2006

Land titles distributed 2608
Land titles already signed but not

yet distributed to beneficiaries (owners) 11,561
Land parcels ready for public notification 50,500
Land parcels adjudicated 50,980
Land parcels officially surveyed by BPN 52,915
Community land mapping* 52,975

*This figure only covers what has been submitted to BPN.

M Land title documents

Nias

=N

N
[ Ongoing implementation
[ Planned implementation

Grant Amount

Implementation Period

\

2 Geographic Area
P
[ Ongoing implementation Partner Agency
Planned implementation X
. P Implementing Agency

ANNEX 2. Project Fact sheets

Kecamatan Development Project

$64.7 million

September 2005 - June 2007
Aceh and Nias

World Bank

Ministry of Home Affairs

The Kecamatan Development Project (KDP) provides block grants directly to villages to use for community-led re-
construction. This will support restoration of community infrastructure in up to 6,000 villages in Aceh and Nias.

The community-driven development structures established by KDP help communities to decide on priority needsin terms
of tertiary infrastructure, such as roads, bridges, sanitation, schools etc. The Multi Donor Fund supports the extension of
the pre-existing KDP to area wide village coverage in Aceh and Nias. The largest part of the provided funds (79%) are
transferred directly to sub-districts as un-earmarked block grants. KDP has a solid multi-layered control mechanism to
prevent corruption throughout the planning and implementation stages of the village projects.

Achievements as of 31 May 2006

To date, 95% of block grants have been disbursed to kecamatan
accounts, meaning that mostvillagesare currentlyimplementing
the projects planned by the community. The following outputs

have been achieved:

Achievements
Target May 2006

Roads repaired/reconstructed 1.522 km 1.050 km
# of bridges 788 410
Irrigation and drainage (units) 1.017 1.156
Clean water projects (units) 318 286
Water storage reservoirs 118 118
Sanitation units 558 287
Markets 10 8
School buildings 176 133
Health clinics/posts 30 20
Value of scholarships and Rp. 2.9 billion Rp. 2.4 billion
Number of recipients 4,979 4,750
Amount for loans Rp. 1.630 billion  Rp. 1.095 million
« number of recipients < 4,045 - 3,685

« number of businesses/groups - 151 - 136
Persons employed through 93,738 93,738
sub-projects
Workdays generated 1,408,441 1,600,920

Emergency relief funds Rp. 26.30 billion  Rp. 25.46 billion

* Figures cover both KDP Cycle 5 and MDF. However, Cycle 5 is finished and most results
reported are financed by MDF funds and other agencies that contribute about $13
million to the KDP budget.

M Reinforced village road
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Community-Based
Settlement Rehabilitation
and Reconstruction Project

Urban Poverty Program

$85 million
Implementation Period ~ September 2005 - June 2007

Grant Amount $ 18 million Grant Amount

Implementation Period ~ September 2005 - December 2009

Geographic Area Aceh % . %

Geographic Area Aceh
% R
Partner Agency World Bank [ Ongoing implementation B Ongoing imp|e,§§]taﬂon Partner Agency World Bank
Implementing Agency  Ministry of Public Works [ Planned implementation [ Planned implementation Implementing Agency  Ministry of Public Works

The Urban Poverty Program (UPP) provides block
grants directly to urban neighborhoods to rehabilitate
and develop community infrastructure in all 402 urban
neighborhoods in Aceh.

The Community-Based Settlement Rehabilitation and
Reconstruction Project provides grants to up to 200
communities to cover housing and settlement infra-
structure needs through a community-driven approach.

Building on the community-driven development structures
of UPP, communities receive guidance to carry out mapping
and damage assessment exercises, establish construction
needs, and identify beneficiaries. The project will help
recipients of grants to rebuild 5,000 houses and repair about
8,400 houses. Housing facilitators ensure that the quality of
the housing and infrastructure plans are up to standard.

The Urban Poverty Program promotes a bottom-up parti-
cipatory planning approach to identify core needs for the
reconstruction and the resumption of economic activities in
urban neighborhoods. It builds on democratically-elected
neighborhood village committees and the involvement of
volunteers to conduct damage assessments, draft commu-
nity development plans, and prioritize activities to be funded
through the project. Community participation and empower-
ment are crucial to the success of the project.

Achievements as of 31 May 2006

To date, the project has expanded to cover 273 urban neigh-
borhoods, and is expected to cover all 402 urban neighbor-
hoods of Aceh before the end of the year. While some com-
munities are still setting up project governance structures,
over 30% have received their first or second tranche of the
block grant payment.

The community-driven approach has proven to be efficient
in rebuilding houses within the span of a few months, and
creating strong ownership with the beneficiaries and a sense
of pride in their achievements. The project also provides
reconstruction grants that help fill gaps in the recovery of
tertiary infrastructur

Achievements as of 31 May 2006

To date, the project has expanded to cover 179 villages, and
is expected to expand its coverage to 188 villages in Aceh
before the end of the year.

Planned| Achievements
May 2006 May 2006

Roads repaired/

reconstructed in km 56 39

Reconstruction of

bridges in m NA 273

Drainage (in km) 40.4 28.9

Clean water projects 39 10

(units)

School buildings 1 0 May 2006 May 2006

Waste disposal facilities 202 144 (tbc) Houses rebuilt 5000 346
Houses under 1032

Meunasahs 16 15 reconstruction

Village halls 13 16* Houses repaired 8,400 326

Flood gates 29 2 Houses currently 978

Students receiving 1,149 427 being repaired

scholarships Number or recipients 13,400 2,682

Health clinics/posts 1 8 to date

B UPP - community chose to strengthen the village road with gravel B Enormous activity at the housing building site



ANNEX 2. Project Fact sheets

Technical Support for
Badan Rehabilitasi dan Rekonstruksi

ANNEX 2. Project Fact sheets

Tsunami Recovery

(BRR) NAD - Nias

$ 14.74 million
Implementation Period  July 2005 - Agustus 2007

Grant Amount

]

N

@ Ongoing implementation
[ Planned implementation

Geographic Area Supports the recovery of all Aceh and Nias

Partner Agency UNDP

Implementing Agency UNDP

TheTechnical Assistance to BRR Project supports the recovery agency to efficientlyimplement its mandate through
provision of technical support and key services.

The project enables BRR to recruit consultants and firms with the best skills and expertise available from national and
international markets. Project support consists of (i) recruitment of individual consultants, (ii) the procurement of key ser-
vices for BRR operations, and (iii) enhancing transparency in decision making, and strengthened participation of all stake-
holders.

Achievements as of 31 May 2006
To date, more than 90% have been contractually committed. This highlights the strategic importance of the project for the
BRR in being able to quickly respond to emerging needs.

KeyOutputs* Achievements May 2006

1) Provision of Technical Assistance
Provision of individual technical advisors  More than 40 persons contracted
2) Provision of Key Services

a) Information Technology a) All hardware and software delivered; extension to BRR field offices
infrastructure ongoing

b) Legal services b) Legal services contracted

¢) Human resources services c) To be contracted shortly

3) Enhanced Transparency

a) Visits to 23 districts planned with KPK and KPPK

b) Project Quality Assessment (43 quality surveyors):
Created a Management Information System with project details about
93% of BRR's projects ; Reviewed 226 tender processes and mentioned
the physical progress of 529 projects.

a) Anti-corruption monitoring
b) Quality Assurance Team

* For details on this project see the upcoming “Accelerating Recovery. Technical Support for BRR", Project Progress Report (June 2006).

B Experts support the BRR with the many specific tasks at hand

Grant Amount

v
@ Ongoing implerﬁcgﬁtation Partner Agency

[ Planned implementation

M At the dumpsite tsunami waste is sorted and recycled

Waste Management Programme

$14.43 million

Implementation Period ~ September 2005 — June 2007

% Geographic Area

Banda Aceh, Aceh Barat/ Nagan Raya, Pidie, Aceh Jaya,
Nias, Nias Selatan, Aceh Besar

UNDP

Implementing Agency UNDP

The Tsunami Recovery Waste Management Programme builds
government capacity in waste management, creates immediate
employment and longer-term livelihoods in waste management
and provides benefits to the environment through collection,
recovery and recycling of waste materials.

The project provides a coordinated response to the public health con-
cerns and environmental impacts of tsunami and earthquake waste, and
municipal solid waste. Much of the disaster waste is recycled, with
potential for use in rehabilitation and reconstruction. The project also
aims to create employment through “cash for work” and sustainable
livelihoods in recycling-related activities, paying special attention to
vulnerable groups such as women and IDPs.

Achievements as of 31 May 2006

The project has been in high demand because it is currently the only
activity on the ground providing support to the immediate resumption
of solid waste management, including the upgrading or preparation
of interim dump sites that apply best practice. It has nearly finished
clearing tsunami generated waste in the target areas, including the
demolition of dilapida-ted buildings Sustainablelivelihood creation
programs are currently being developed.

Target Status
May 2006 May 2006

Tsunami generated waste cleared 380,000 m3 371,486 m3
Municipal waste collected - 53,984 m3
Rice paddies/fish ponds/ 29 ha 43.7 ha
private property recovered
Buildings demolished - 159
Number of persons employed 1,727
«  Women’s employment rate 45%
« IDPs’employment rate 81%
Tsunami wood recycled - 15,228 m?
Recycled rubble used for - 25 km

reconstruction of roads
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Nias

Strengthening Civil Society
Organizations in Community Recovery
in Aceh and Nias

Grant Amount $ 6 million

Implementation Period = December 2005 - December 2008

Geographic Area Aceh and Nias % N
Partner Agency UNDP [ Ongoing implementation
Implementing Agency UNDP [ Planned implementation

This project will provide up to 80 Non-Governmental Organizations (NGOs) and over 200 Community-Based
Organizations (CBOs) with training in organizational and project management, community development,
leadership building, gender-related issues and monitoring and evaluation techniques.

NGOs and their networks will be strengthened to monitor the progress of the reconstruction and provide feedback to
the Government and reconstruction agencies. CBOs will be enabled to support communities with sustainable measures
that contribute to community empowerment, livelihoods creation and poverty reduction.

Organizations participating in training will be eligible for community development grants to support initiatives such as
building basic social services and income generating activities, or grants for conducting community-based reconstruction
monitoring. About 20,000 households will benefit from these grants. This will enable NGOs and communities to
increasingly contribute to the reconstruction process, based on strong community involvement.

Achievements as of 31 May 2006

« An inception workshop took place, with more than 50 participants from CSO networks, the BRR, UNDP and
other related government agencies.

« Astrategic review of CSOs in Aceh and a detailed needs assessment in Nias will be undertaken immediately.

ANNEX 2. Project Fact sheets

Nias
Aceh
%Y)
Local Resource-Based Road Works
in Aceh and Nias
Grant Amount $6.42 million
Implementation Period ~ January 2006 - January 2006
% = Geographic Area Aceh Besar, Pidie, Simeulue, Nias, Nias Selatan
B Ongoing implementation Partner Agency UNDP
W Planned implementation Implementing Agency ILO

This project provides capacity building to local governments and local contractors to reconstruct and maintain
roads with low-tech methods. It will rehabilitate district level roads in five districts in Aceh and Nias, drawing on
local resources, creating short-term and long-term employment opportunities.

This project will train local governments to effectively manage the reconstruction and maintenance of district level roads
and train small contractors to build roads with cost-effective local resource-based methods (using local work force, low-
tech approach). On-the-job capacity building of local contractors will also enable them to participate in the reconstruction
process beyond the scope of this project.

The project also provides short-term employment opportunities in the rehabilitation of roads and longer-term
opportunities in maintenance of roads. The project pursues strong stakeholder involvement, including community
involvement as an important part of the planning and implementation processes on the ground.

Achievements as of 31 May 2006
« Project starts in all five districts in June 2006: assessment of training needs of local governments completed.
« The project will undertake key start-up activities such as refining manuals and guidelines and standard specifications,
conducting pavement studies, and preparing tender documents for local contractors over the next two months.

M Civil Society training

B Roads like this one will greatly benefit from this Labor-based Roads Project
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Sea Delivery and Logistics Program

Grant Amount $ 24.7 million
Implementation Period = November 2005 - August 2005

)

o0
Partner Agency World Food Programme [ Ongoing implementation
[ Planned implementation

Geographic Area North and West Coast of Aceh, on Simeulue and Nias

Implementing Agency  World Food Programme

This project provides shipping services and logistics support to all reconstruction agencies in Aceh and Nias
through the establishment of a sea freight service along the east, north and west coasts of Aceh, and the islands
of Simeulue and Nias.

The Sea Delivery and Logistics Program also provides emergency rehabilitation measures to selected ports to increase
accessibility for larger vessels. The project pursues ademand-driven approach, chartering vessels and increasing shipment
and logistics staff depending on the amount of transportation requests. In order to coordinate requests and facilitate the
exchange of information, regular user group meetings have been set up in Banda Aceh.

Achievements as of 31 May 2006

- To date, 65 entities engaged in reconstruction have utilized the sea delivery service with a total of 32,429 metric
tons or 104,399 m3 of transported goods.

« The shipping service has witnessed an increasing demand over the first half year of operations. Currently, nine ships
have been chartered, and 67 staff are operating out of eight field offices. Major discharging ports are Malahayati,
Calang, Sinabang (on Simeulue), Gunung Sitoli (on Nias), and several smaller ports on Simeulue and Nias that
are serviced by smaller vessels. The latter has been very successful in transporting materials to remote areas
where the delivery of bigger amounts of reconstruction still poses a serious bottleneck for the reconstruction
process.

ANNEX 2. Project Fact sheets

Tsunami Recovery Port
Redevelopment Programme

Grant Amount $3.58 million
Implementation Period  January 2006 — June 2006
% § Geographic Area Selected ports in Aceh and Nias
@ Ongoing implemcf?ation Partner Agency UNDP
[ Planned implementation Implementing Agency UNDP

This project provides the physical designs for the reconstruction of three major ports in Aceh and Nias. It
contributes to the transportation of reconstruction goods and economic recovery in the longer term.

The project prepares detailed designs for port reconstruction in Calang, Sinabang (on Simeulue) and Gunung Sitoli (in
Nias), as well as for the river port in Lamno. The project also improves the functionality of several ports through minor
rehabilitation work (Sabang and Balohan) and the construction of temporary wharves (Calang and Sinabang).

All activities have been coordinated with the BRR, the Agency for Transport, and the Department of Sea Communications
and complements work done in other ports of Aceh. They are also based on close consultation with local governments,
communities and representatives of local fishermen and other sea related stakeholders.

Achievements as of 31 May 2006

+ Redevelopment of ports is progressing well: design works in Calang started; the site for the general cargo port in
Sinabang has beenidentified with design to commence soon (ferry terminal and fisheries facilities are being designed
by third parties); the contractor to design the Gunung Sitoli portis being contracted; site for the Lamno river port has
been identified and first technical assessments completed.

« More than 70% of rehabilitation works in Sabang are complete; emergency rehabilitation of a lay down area in
Sabang port close to completion; more than 60% of the reconstruction of the Balohan port (including buildings and
port work) are complete- this is funded by the Government of Indonesia and implemented by the Agency for
Transport (Dinas Perhubungan), under the supervision of the project.

- Temporary wharves: the temporary wharf in Calang has been mobilized; site for the wharf in Sinabang has been
identified.

M The sea delivery vessels transport enormous amounts of reconstruction materials

M Port building site
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Nias

Aceh Forest and Environment Project

Grant Amount $ 17.53 million

Implementation Period  February 2006 - June 2010

Geographic Area Leuser and Ulu Masen conservation areas %

Partner Agency World Bank BN
Implementing Agency Leuser International Foundation; Fauna and E g:gﬁrdgi;Tpﬁée:eenm?;onn

Flora International

This project will protect the Leuser and Ulu Masen forest ecosystems from illegal logging. The 3.3 million hectare
area is the largest contiguous forested area in South East Asia with the richest biodiversity, including tigers,
elephants, rhinos and orangutans. Sound protection of these forests will ensure continuous provision of water
supply to 60% of the Acehnese population, flood prevention and mitigation of erosion.

The project responds to current challenges of timber supply and demand in reconstruction. It seeks an appropriate
balance between protecting forests and providing economic benefits and livelihood opportunities to local communities.
Protection is based on a multi-stakeholder governance framework, forest monitoring and protection systems, and
sustainable forest management, including capacity building for GOl forest and park management agencies. Environmental
sustainability of the reconstruction in Aceh will further be promoted through support to spatial planning, environmental
awareness campaigns, and community based rehabilitation activities.

Achievements as of 31 May 2006
+ Kick-off meeting with all relevant stakeholders held in May 2006 in Banda Aceh

+ Quick implementation of first activities with local governments planned: one example is a collaboration with the
Provincial Environmental Management Agency, the Nature Conservation Agency and community groups since May,
to plant 20,000 mangrove seedlings in a pilot demonstration in Langkah.

+ LeuserInternational Foundation supports the Provincial Environmental Management Agency with the spatial planning
process to ensure due consideration of conservation concerns.

+ Training of first community monitoring teams completed in May, with a second training program to be held in
June.
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Nias
Aceh
%Y)
Flood Mitigation Program
for Banda Aceh
Grant Amount $ 4.5 million
Implementation Period ~ January 2006 — December 2007
% < Geographic Area Banda Aceh
[ Ongoing implementation Partner Agency World Bank
B Planned implementation Implementing Agency Muslim Aid

The Flood Mitigation Program for Banda Aceh will protect the most vulnerable communities of Banda Aceh
against flooding through the installation of more than 100 flood check valves and the reconstruction of 10
pumping stations in areas that are prone to regular flooding through rainfall and river and tidal flooding.

The destruction of flood relief gates and valves as well as pumping stations have resulted in periodic flooding of the low-
lying areas in Banda Aceh. This situation is further aggravated by the subsidence of land following the tsunami. Without
flood protection, reconstructed public and private goods are prone to new damage. The project tackles this problem
through the installation of low-maintenance flood valves and the partial restoration of the pumping system, and smaller
drainage rehabilitation works. It closely coordinates with the overall drainage and flood prevention reconstruction plan
of the Japanese International Cooperation Agency (JICA).

The project closely cooperates with the municipal government to ensure maintenance and sustainability of the installed
hardware, and will continue to provide technical support for six months after completion of the construction phase.

Achievements as of 31 May 2006

+ Pilot Phase completed on time: all 11 valves for the first phase of the project have been installed and are working.
Valves are currently being fine-tuned in consultation with the manufacturer to improve their performance at low
flow rates.

B Flood valves protect the land from flooding
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BRR - Multi Donor Fund Financing Strategy

The approach taken in this strategy is to focus the
remaining Multi Donor Fund resources on a compre-
hensive approach to addressing infrastructure needs
at the district and provincial level - the mid-level
infrastructure linking together communities. The key
feature of this strategy is to develop a joint BRR-
Multi Donor Fund mechanism to plan, design, finance,
and oversee the construction of infrastructure by
engaging local governments on their own infrastruc-
ture needs within a framework of strong planning and
management by the BRR with appropriate technical
assistance. By doing so, the remaining funds of the
Multi Donor Fund can leverage a much larger portfo-
lio of BRR funds, which is critical given the huge, still
unmet infrastructure needs for the rebuilding of Aceh
and Nias.

To fill the remaining gaps and best utilize the remain-
ing programmable funds, the BRR recommends that
the medium-term strategy for the Multi Donor Fund be
based on four main priorities:

« Remaining Multi Donor Fund resources should be
predominantly used for the reconstruction and
development (i.e. building back better) of infra-
structure, broadly defined, at the housing plot
level, at the community level and at the district/
provincial level.

+ The provision of infrastructure should be closely
matched with capacity-building efforts for local

governments (through a “learning by doing’
approach) and community participation for

enhanced governance to prepare for the BRR's
exitin 2009.

« Though the initial focus will be on the areas most
heavily damaged by the tsunami and earthquake
(with a particular focus on Nias), infrastructure
support and related capacity-building should
be gradually extended to other districts of Aceh
with less severe tsunami-related damage but
where years of conflict and associated poverty
have also damaged basic infrastructure or pre-
vented adequate development of infrastructure
conducive to the further economic development
necessary for a sustainable peace.

« The considerable financial needs in these areas
and limited sources of programmable funds will
require closer integration and co-financing,
where feasible, between the Multi Donor Fund,
local governments and the BRR.

Moreover, as the existing Multi Donor Fund projects
have now established delivery mechanisms with
an extensive reach at the community level across
Aceh and Nias, the BRR retains the option to request
additional “top-up” funds for these existing projects
to expand their scope to meet a wider range of local
infrastructure needs where appropriate. The decision
to top-up existing projects would need to be based
on a comprehensive performance assessment of
these projects and of their capacity to expand to
meet broader infrastructure needs. Moreover, any
top-up funds would be closely integrated into the
structure of technical assistance support defined in
this strategy.

The BRR’s decision to focus the remaining Multi
Donor Fund resources on local infrastructure de-
velopment recognizes that there remain important
gaps that need to be filled through other financing
sources. Though such critical public services as health

and education appear to be well-funded in particular
through the contributions of the nearly 500 NGOs
working in Aceh and Nias, critical areas such as the res-
toration of livelihoods and environmental protection
—both priority areas in the Multi Donor Fund Recovery
Assistance Policy — will require additional funds and
strong program management, similar to what is being
proposed for infrastructure in this strategy. The stra-
tegy document does not include a full inventory of
current programs supporting livelihoods and environ-
mental protection (though Multi Donor Fund donors
will recognize, of course that the Fund has financed
support in both areas) or an analysis of the nature of
the particular gaps in those areas. But the BRR recog-
nizes the need to address these gaps and, in keeping
with the portfolio approach, will rely on other sources
of programmable funds (such as the ADB, AIPRD and
the limited funds available from other bilateral pro-
grams) to meet these needs.

For the remaining resources of the Multi Donor Fund,
this strategy proposes a new mechanism for the plan-
ning, design, financing and management of infra-
structure reconstruction at the district and provincial
levels that meets the criteria described above. The
mechanism is centered on an Infrastructure Recon-
structionFinancingFacilitytobeco-financedbytheBRR
and Multi Donor Fund, designed to be integrated with
the reconstruction programs of local governments

providing an annual allocation of funds for the recon-
struction of basic infrastructure to each of the disaster
affected districts. Projects to be financed from this
facility would be prioritized by local governments
from a list of approved infrastructure projects on
the basis of plans and designs developed by a
professionally managed infrastructure planning and
design contractor under the direct management of
the BRR working closely with local planning authori-
ties. Overall management support to the BRR and
local governments for the entire infrastructure re-
construction program would be provided by a tech-
nical core team of top-level construction consultants
forming aninfrastructure program management team
under the direct management of the BRR and super-
vised by an Multi Donor Fund-designated partner
agency. These three components — an infrastructure
financing facility coupled with a design team and
construction management team - would constitute
a comprehensive approach to local infrastructure
needs that engages local governments in their own
reconstruction while maintaining core strategic de-
sign and construction oversight functions with the
BRR. Each year, the local governments will be given
an increasingly larger role in the use of these funds
commensurate with associated capacity-building
activities to ensure a proper exist strategy for the
BRR in 2009. The following chart provides a graphic
summary of this approach.

Chart 1: An Integrated Approach to Local Infrastructure
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To implement this approach to local infrastructure re-
construction, three components would be requested
from the Multi Donor Fund, relating to Infrastructure
Planning, Design and Management (IREP), the Nias
Program, and local government capacity building
through the Support for Poor and Disadvantaged Ar-
eas Project.

Out of these projects, IREP has already been endorsed
by the Multi Donor Fund Steering Committee, while
all other projects, with the exception of the Nias Roads

project, are in advanced stages of planning. The avail-
able funds from local governments specifically will
have to be established on an annual basis through
close coordination with local governments. This table
gives an illustrative breakdown of the allocations for
each element of this strategy along with an indication
of further sources for co-financing.

Table A1. lllustrative List of Multi Donor Fund Project Proposals

Infrastructure Planning & Design (West Coast)

Infrastructure Planning & Design (Provincial projects)

Local Infrastructure Reconstruction Facility

Infrastructure Program Management

Nias Program
« Infrastructure Planning & Design, Nias

- Community Housing & Infrastructure

« Roads

Support for Poor and Disadvantaged Areas (SPADA)

100
21

25.75

thd
25

IREP Local government

IREP Local government

IREP 200 | Local government

IREP Local government

IREP Local government
Nias Community-based 25.75

Reconstruction Planning

(to be determined) thd
SPADA 14.6
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