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Executive summary

Corruption — the abuse of entrusted powettéagairivaundermines good governance and ti@wule o
Corruption in the forestry sector further ddgrasesronment, threatens rural communitibs #relpaoblic of
billions of dollars each year. Transparencidn&i({Td) is committed to promote corrupfamedtemvernance
that enables sustainable forest managementédmu@asmic development, poverty reduction@amuembal
protection. To help achieve this objectivenedign@dl), through the Forest Governancg Rrtegamme (FGI),
will monitor the existing corruption risks-andratiion tools in the forestry sector ircBtaand Papua,
Indonesia.

The methodology of the research is based orRibk M@hualhich provides a generic framework for adsessing t
impact and likelihood of corruption in the confraimditrelated to the forestry sector anddbegption tools that

are available, in order to establish the highruistion areas for focused advocacy. Usiradytiss aeveral high

risk areas for each province are proposed:

In Riau:

1. Regulatory chaBribery used to change the zoning of an anethevéthatial land use planning
and forestry planning to allow logging.

2. Licensing chaiBribery used to acquire a licence withoutcalteehiew or recommendation, or
through the manipulation of data and analysis.

3. Timber supply chéimnibe the person in charge of Area managemigg foldalsify the needed
documents, conflict of interest; public offitiadsshares of logging company.

4. Enforcement chaBribery used to persuade officers to be hampetitars, to avoid reporting
violations or to withdraw sanctions.

5. Certification chaBribery used to pass certification processgsweihing required standards.

Each of these areas was judged to have a higimidnpigb likelihood of occurring in Riaungdoatdsk-based
research and stakeholder consultation. Bribekgtoregulations relating to land use zonmg@ecaon local
communities and their access to the foreseasddrforest resource exploitation.

Weakness of regulations and legislation hasl tviyius interpretations of forest concessierrdigulations by
different stakeholders. As such, law enforoesé@rdifficult to implement laws and punisththogsate thém.
These different interpretations of the law atebagportunities for law enforcers to prdiit tiakimg of bribes
from operators for actively avoiding folloveiwg the

Efforts of law enforcement on violation ofeunlsl @fs well as the effort of lawsuits shaledjalg by the
community based on Environment Regulation emycRegrdation. The issued of anti-corruptidionegyod
Spatial Land Use Regulation is a positive dppecdanse both of them recognize violatiotesdfficstes as
criminal offences.

While certification systems are flawed andwiienopiportunities for manipulation, they aneopigortunity to
increase monitoring of forest operations aesspué @n concession holders to follow the rules.

In Aceh

1. Land right®.g. bribery to unduly allow the use of tamméoipulate documents.

2. Licensinge.g. bribery to obtain licences, change theofures or to manipulate data from EIA
reports.

3. Forest management and utilisation of foress, peagluistibery to let companies log outside the
authorised area.

1 Transparency International, Analysing Canrtii6oriestry Sector, Berlin, 2010, available at
http://www.transparency.org/content/downlo&2/3Y724ile/FGI_risk-manual-edit_final.pdf

2 Example: the police conducted 13 investigaticesdmg processes related to companiesdudfiing involved in illegal logging, but lack
of evidence resulted in investigations beind $88socument issued).



According to the risk assessment carried dak&Vithiders in Aceh, corruption risks run tieaugblé commodity
chain, from the licensing process to forestigrnzpand the enforcement of laws and reglietiosisig appears
as a particular issue, closely related to lan@riigery may be used to obtain licencespttateahe information
that is used to make decisions on licensiagpif fovestigations and prosecution in cdagafszitnstruments
that address these risks do exist, but neesrttoled. For instance, the one stop seree¢BDIEP) and
TAKPA (Aceh government anti-corruption team)stoerdthened and better monitored. Lawslaticheglso
exist, but are not always specific enough,eanththiee confusion and conflicts between fefystatioe central
government and from the local governmentheinffizulty for the public and civil scatetys® information is an
obstacle to be addressed in order to contridbicaisip.

In Papua

1. Laws and regulatiodsduse of authority to weaken regulations,tbrédogsnd operations to
protected areas.

2. Forest managemeny. bribery to falsify EIA documents.
3. Revenues and taxesy. bribery to funnel tax revenue away foprisepecipient.

In the province of Papua, corruption was feumplifted by the lack of human resources wiparcitye
government to monitor forest management adimitése the falsification of documents sstehoas
Environmental Impact Assessments (EIA), akelyntreticur. It has been identified in tteppsignexercise as
an issue that spans over several areas: theyakdodinces, harvesting, the transport oetenBéris has a huge
impact on the sustainability of forestry asiivities undermines the process of verifichtimndoring of forest
management practices. In addition, the imptenwéiéafisiation, as mentioned for Riau arisl rAedl, more
difficult by conflicts between certain laws$atioresge.g. on spatial planning and regiormahguto

Besides the immense financial losses thatthinbegtrade (driven by corruption as explhiicecire estimated
to be in the range of trillions of riy@iaim® loopholes in the regulations relatedue cellection may trigger fraud
and underpayment of taxes on timber trade.

Recommendations

Legislative reform

Regulations should be strengthened and syndodhaddopholes are closed and law enfoecement i
strengthened in relation to forest crimes.

Stronger sanctions should be in place in aderatddterrent effect on corruption and foesst cri
There should be consistency in regulationsimsd@alvoid confusion in their implementhtzorges
deriving from undue pressures.

In Riau particularly, it was felt that therebehguildelines on the interpretation of thernswéahat
Ministers do not have the discretion to isseedViDecrees in violation of basic law sich as th
Constitution and to avoid conflicts of infesé@starpretation.

Capacity building

Law enforcement institutions, such as the gglidecgmny need to be strengthened in ordgraotcar
investigations and enforce their findings.

Civil society organisations as well as locdigeamdbiurs communities should be strengthenedan orde
increase their awareness of relevant laws atidneguild their capacity to monitor government
performance in forest management. This needsttedad at the local level as well as the national
level.

The Representative Council at the nationall évElaveeds additional capacity in ordéitsoridfias
a monitoring institution to ensure governmeist fjptbeved.

Staff of government agencies should be traihedrtderstand anti-corruption tools and hatverorru
can be monitored (need identified in Papua).

http://m.antikorupsi.org/?g=node/4085, accdssbthonh 2011



Technical assistance
Communities and local NGOs need technical@assistdec to conduct investigations if theseaae t
any deterrent effect.
More capacity is needed in government institietiorssof evidence interpretation.

Research in Aceh has shown that the Envirompacitéldsessment process should be strengthened in
order to make sure that decisions are madeasis thieif-depth and accurate studies.

In Papua, a one-stop licensing service systeéresfayoled, so that all stakeholders haveegntrali
access to relevant information and data.

Transparency, accountability and access to information

The public should have access to informatibtoréiatessuance of licences and their terms and
conditions. In corruption and forest crimenéaseation should also be proactively disclomad on
proceedings and on the action taken by foigalsy loffal governments and law enforceriasit offic

Systems should be put in place in order tocomugton risks and land use violations aridtbmirer
(including exports and imports). TI's Manuaa&¥gktan be useful tools in this regardoildive
done within a multi-stakeholder framework.

Additional recommendations have been ideRidied in

0 Maps of zoned areas in the forests should bedyuddtimg with information on how such
zoning was determined. There should be constdkeatiof the results of scientific research
into appropriate zoning of forest land.

The information above should be kept up-to-dassaed each year in each province.

Any decisions to change land zoning or issaence® $hould involve consultation with local
communities and seek their approval. The thight®wimunities should be such that they are
compensated for activity on their lands aral posiiion to manage / oversee the activities of
concession holders.

Certification of logs

Certification systems should not rely on govaraneestto establish the legality of timbleouitdit
conduct independent monitoring by experts.

Advocacy and coordination

A network of local, national and internationaER@&G@scampaign for transparency and actpimtabili
the forestry sector and for measures to addupsisicart all levels.

Coordinated efforts between civil society avgarsdtcertification schemes would enhangadhe im
of civil society partnerships. Examples afticertsiatnemes include, Forest Stewardship Council,
Smartwood, LEI and High Conservation Value Forest.
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1. Introduction

Indonesia has the largest area of tropical theesisia Pacific region, with more thanr®fenttices. It has
experienced high levels of deforestation indéhealds however, with a 0.5% deforestatiamvestie @00 and
2010 According to the Indonesian Forestry mirostegjdriths experienced a loss of 3 to 4,53iilljper Year
due to illegal logging

There is a clear relationship between defomsidtenls of illegal logging and corrupticingd¢odChatham
House, illegal logging is estimated to represse B4-60% of timber prod@dtiorher production is a major
component in Indonesia’s economy, accountimigdfof topical timber exports, and it itealdimg exporter of
pulp paper and furniture.

Bribery is one of the most common forms asrcanrih@iforestry sector, along with the ekertiture influence
on legal and policy decision-making. Suchali¢igakrause considerable social impactsgiimtiiiting local
communities’ access to resources. The socmhbimpaégible in the poor planning of conaassies.liThere are
frequent conflicts between concession licemseahdlttee local community, which have evalidgdtions of
human rights violatidhedeed, the failure of concession licencegs by &gislation and regulations has led to
allegations that corruption has taken plaedlacation of licences in the first®place.

The issue of climate change has increased awéatbheassed to implement better forest resoagemeat. The
clarity of the forest area zoning and land nisg pldhneed to be considered by climate odadRE®BR
(Reducing Emissions from Deforestation anédoaésition) mechanisms.

The following report investigates where thé mgkates corruption lie in the forestryrsBasar, iAceh and Papua
and provides recommendations for advocacy effortsé forestry regulations, capacity leffieisrsfand
coordination with civil society to improve iediepemitoring.

Riau

According to the World Wide Fund for Naturdr{e¥MiB} the highest levels of natural forasdtia Since

19820 which accounts for 6.9 million ha and 28#tafadiforest on the island. It also suffesnsatarable
degradation: by 2008 it had lost 4.4 millicloss ef &3% . Forest degradation in Riau between 1990 and 2002
accounted for estimated losses to the stateilibh@upidh.

The environmental impact of illegal loggirentseadi year as Riau suffers from fires irséasoland floods
in the rainy seadtas a result of damage to the hydrologicaleyelextheme exploitation of the area.

Lack of enforcement allows illegal loggingte coabated, bribery to fail to report farkestonsiis
commonplace and investigations when startednafteesiilt in sanctions. In Pelawan distigeisiy 26 2068

the head of district was arrested and accugedgiilisgal licences and recommendationgriparbesothat were
suspected of being involved in illegal loggingedtigation was discontinued, however, duefteMiaence.

4Food and Agriculture Organization of the Uioibs@tdze of the world’s forests, Fdrhe, 2011, p.113.

5 http://m.antikorupsi.org/?g=node/4085, accd&sbthorh 2011

6 Chatham Houskegal Logging and Related ;Tra@eRoyal Institute of International Affds, P6AO.

7www.globaltimber.org.uk

8 Suluk bongkal Tragedy “200 farmers arreskddeadhand Sumatra Silva Lestari — 3 men dead

9 Case of Pelalawan district head and prioeBtiguaidministration head found by KPK todx imeolruption in the process of issuing forest
concession licence

10 http://www.savesumatra.org/index.php/wheresteilvdokation/5

1WWEF-Indonesuymatra’s Forests, their Wildlife and the, Qdikaaita, Indonesia, July 2010, accessibi#ilkedrtp
logging.info/uploads/wwfindonesia2010sumaskaitdifestimatereportfordknbappenas.pdf.

12The Frickly of Forest Destroyer Forum mag8zine 201

13|n the period 1999-2009 forest fire happenednmettocations every year, 60,88% of hotepdesiied in concession areas (Kunaifi 2009,
Forest and land fire in Riau : Cause, Impaduigom fSBoDisaster-Prone area Ratification

14Total estimated losses because of floodsitts7atisup to 51% of Riau Province Annualdgeta°BD) 2002 (Walhi Ridgse Paradigm

on forest, cause of flood, disasters ritualsRrbRilacenttp://www.slideshare.net/Bembenk/preseittaisitddaynload

15 http://www.cifor.cgiar.org/ilea/_ref/ina/sidasastdecision/Tengku_Azmun_Jaafar.htm



Aceh

Governor of Aceh Irwandi Yusuf has committgding anloratorium (InGub No. 5/INSTR/200 Mrifitiserd
was reinforced by released Kep Gub No. 5220P8/284 the establishment of an integratedeteaticate
illegal logging in the province of Aceh andutheertof 2000 forest rangers and secuintystff

Aceh has built on this momentum to develop ¥i%@nm@envhich aims at "Maintaining and Q@ohtetlis natural
resources in order to realize sustainable edemelmfmment through green investment stratepsotdss
concerns many people, sometimes with diffeseHowewer, the Aceh government should comaitueviery
step despite possible constraints or pressures.

The work of Transparency International Inddhesih€T=GI program needs to be linkeddettiseten
programme and to take the Aceh governmenswiiiiragriers an opportunity to promote transpatency
accountability in forestry. The developmestivdtaoé relevant to the conditions in Acebfighawork.

Papua

Papua is one of the major timber producingiehneagehthe needs in Indonesia and in otleditipansorid,
whether in the form of logs or processed wbaahevitaded in local, national and internatiatd. m

Many stakeholders are involved in this tradejrstaaing from individuals and families ostoimgry rights,
indigenous groups, traditional leaders, vikgigemgoy; district and provincial governmend seaffitory bodies,
security forces, the judiciary, the Ministesty Fdlinistry of Transportation, local businessimeal and foreign
entrepreneurs, intermediaries, etc.

With the involvement of the various partiesethabter in the utilisation of forest produwdmthadity chain is a
long process that may give opportunities foorcdoropcur at different stages, becaus¢iafiviolagovernment
rules and customary rules that undermine fereahgewand the benefits that forests canibdiggmhous peoples
as well as to the government.



2. Methodology

The methodology used in this study is deriVednfsparency International’s Forest GoverngritgeRigle Mantfal
which provides a generic methodology fongribetrrupt practices that pose the greatefbnést governance —
i.e. those practices that have the greatesdnchpaetthe most likely to occur.

The methodology has been developed by Trankgareatignal to assist civil society organisationgluct a
systematic corruption, accountability and mapssk@ssessment in the forestry sectorateffemtive and targeted
advocacy for change. It provides a framework to:

Identify and analyse the corrupt practicesrsthedector that pose the greatest risksrtargmye
and

Identify and analyse the existing anti-comsiptiorents that should be monitored in ordessto ass
changes in the highest-risk practices.

The research is conducted using desk-based oksesstifg legislation and practice, and tammsiittastakeholders
to assess levels of corruption and specifficrigdksnap is produced to assess types and dewveipton in each of
the chains of activity making up the forestryheelatensing/regulatory chain; the timlyectgippthe revenue chain;
the reporting chain; and the enforcement chgesroecorruption identified by the deskrasdaronsultation as
being diighest impaahdmost likelgre highlightedtdgh Risk Corruption Areas

Adaptation of the manual

The manual was adapted through various stat@imlittations and desk research. The procedsstiffety
according to the province, but the main acéiatigee following:

Small Group Discussions with stakeholders.
Individual stakeholder consultations.

Main FGI workshops to involve as many stakehploksible from civil society, the privatarsgctor
government agencies.

Attendance at national and regional workshops.

Secondary research, based on various technisagoe@onment publications, media sources and
documents from the private sector, internaimmsadicid NGOs.

Major issues discussed

Stakeholders mostly felt that the manual wascaaadlguite long, and that it takes time tadread a
understand it. It is still too difficult foblibeégunderstand but easier for professienaipsests,
academics.

The manual must first be adjusted to the caridiichgorovince before being applied.

What are the possible benefits for the particip@ndéscussion, and what will Tl do aftantias has
been rolled out? The methodology outlined hutlals@needed to be clarified so as to haegla sh
understanding among stakeholders of its puepesejttivill be implemented and the roletbfsTIl in
work.

How to adjust the manual to the context afidoadlsssues such as indigenous people’saights? F
instance, Papua is a region with special autoti@hgach stratum of government (distretetilpg
has its own authority, and it needs to be te&kecoimt.

The definition of corruption: not all stakdfaaldbiess same understanding of what constitofies acts
corruption.

The scope of the manual: it was noted thaddt maiely timber-related issues, but otherifoesst ¢
such as wildlife trafficking, should be incrporate

Forest governance chains: in Riau, for insa&abe]dstrs felt that in addition to the sixigmeverna
chains, certification aspects should be deah eétharate seventh chain.

8 Transparency Internatiémadlysing Corruption in the Forestry Bedinr 2010, available at
http://www.transparency.org/content/downlo@23T724ile/FGI_risk-manual-edit_final.pdf



The manual itself needs to be further develptdeake it easy and practical to use bydstakehol

Research process

This was undertaken in conjunction with theadaptass through small group discussionspsioridifiidual
consultations and desk research. This enabldtfyt@id] analyze the high risk corruptionsaressed below.

List of stakeholders consulted

See Annexes.

1C



3. Research findings

The risk maps (see Annexes) show, for each(Biawinéeeh and Papua) the main corruptidentiiesiiby
stakeholders. This section presents the réssltssefmapping exercise and assesses theugtitito
instruments that seek to mitigate the impaaptboon the forestry sector in Indonesia.

Riau

The table below shows the highest risks idettidiedovince of Riau, and the following cqmon&tgsnore
details on each risk.

Regulation Chain

High Risk Area One: Bribery to change the zoning of an area within the spatial land use and

forestry planning to allow logging.
IMPACT 5: Catastrophic Impact LIKELIHOODI5kélighly

Incomplete regulatory rules and the lack oftstmergy different plans, opens the door toplesadritation of
the regulations and corruption. As a resultyl@edmappropriately zoned or zones may be ichamtpedo allow
logging. Without adequate plans or consultali@algbmmunities, the current zoning of $amut goevide a
basis on which to make licensing decisiongefme thech decision-making processes are @rgpulation and
undue influence by logégers.

There is little opportunity for local comnmteage and access forest land. The resuhésetlimtonsiderable
land tenure conflict and exploitation of foresesewithout due consideration of balanteratslity.
Furthermore, there are no official institukiedsvi#ts monitoring the zoning of land and$etice af accurate
data and maps on logging zones independemgrisrdifiicult. However, the Sumatra Spatiidé &oedum
(FORTRUST) monitors the commitments of thenafsgd\v@nmatra to establish an ecosystem loaseel dtem
the island. A group of Sumatera CSO also menageadiscussions for input to the BKPRN.

There are several laws and regulations redagdise zoning and planning:
Spatial Land Use Regulation 26 2007,
Forestry Regulation 41 1999;
Ministry Decree 173 1986;
Riau Regional Regulation 10 1994;
Government Regulation 15 2010 on spatial pteootrang
Government Regulation 68 2010 on the role oftiesnmapatial land use;
Government Regulation 10 2000 on the ratioetdifiapspatial land use.

Despite this legislation, there is no legairtthsis-brest Management Agreements or otheeguitori8 For
example, there are incomplete regulations andlamédsise, and in the absence of institutiongdoland use at
the national, provincial and district levelss, tioesgnchronisation between the Nationdl&@mhtiak Plan
(RTRWN), the Provincial Spatial Land use PIWR}PRME the District Spatial Land use Plans (RTRWK).
Furthermore, there are gaps between these plam#\grebment on Forest Use Plan (TGHK).

17Omission of violations of the spatial land Ti€&H#&nbly forestry department.

18 Results from research by KPK showed that ¢hatréeastr4 versions of the map of forestrasseR@Rease Siaran Pers : Explanation of
research results by KPK about forestry Dec 2010).

19 Factors of distortion within forest managerastty (flanning, RKT, PSDH, SKSHH) by Riaal Fandstry Administration presented in
Pattern and Effort of Improvement to reduce Coresttiototel Ibis Pekanbat®4tober 2010.

11



MAP OF PRIORITY RISKS

CORRUPTION TREAT CORRUPT PRACTICE LIKELI- IMPACT | RISK

HOOD

CHAIN OF REGULATION

Risk Area: Forest zoning changes within the spatial land use plan (national, provincial and district).

Actors: Parliament and their special committees, Ministry of Forests, Logging Plantation Operators

(including foreign owned), academics, National Spatial Land Use Coordination Office (BKPRN),

consultants; Local assemblies, operators, Regional Spatial Land Use Coordination Office (BKPRD),

Regional Development Plan Office (Bappeda), Forestry Administration.

Activity: Incomplete regulation of spatial land use and forestry zone (national, provincial and district), distortion
of completion process, uncertainty of forest area function within National Spatial Land Use, Forest Management
Agreements, Provincial Spatial Land Use and District Spatial Land Use.

Weaken regulations, creation of Bribery used to:

ineffective institutions, undue - Change the zoning of an area

influence on spatial planning laws within the spatial land use 5 5 25
and forest laws (state capture). planning and forestry planning

to allow logging.

CHAIN OF LICENSE

Risk Area: Awarding logging concessions.

Actors: Ministry of Forests, forestry agencies, operators, consultants, environmental bodies, communities
(province and district).

Activity: Concession licenses granted in violation of the rules, License granting process, [IUPHHK-HA,
IUPHHK-HT, plantation and mining which violates Forest Management Agreement, Disposal of Forest area.

Weaken the rules of license Bribery used to:
granting, ignoring legislation - Acquire a license without a
and regulations (spatial land use, technical review or 5 4 20
TGHK, environment). recommendation, or through
the manipulation of data
and analysis.
CHAIN OF TIMBER SUPPLY

Risk Area: Concession and logging license planning.
Actors: Ministry of Forests, logging plantation operators (including foreign owned), consultants,
Forest Management Unit, Provincial and District Forestry Administration.

Activity: Establishment of Area Management Planning Document (RKU, 5 years Work Plan, Annual work plan,
Macro and Micro Delineation, boundary area management.

The provision of false Bribery, data manipulation,
documentation, or manipulation of nepotism. 5 4 20
data for documentation.




CHAIN OF ENFORCEMENT

Risk Area: Failure to punish operators who violate the rules.
Actors: Minister of Forestry, Forestry Administration, Police, Lawyers, Judges.
Activity: Law enforcement.

Failure to punish operators who Bribery used to:
violate regulations (for instance - Persuade officers to be hard on
no sanction or penalty or even competitors.

cancelling of the licenses). Bribery used to:

Law interpretation/ profitable - Avoid reports of violations or 5 4 20
rules, failure to implement internal withdraw sanctions.

sanctions against officers or
agents who violate rules in their
reports.

Extortion of "field expenses” for
forest authority to conduct
monitoring.

CHAIN OF CERTIFICATION

Risk Area: Manipulation of research and certification processes.
Actors: Companies, certification assessors, NGOs, local communities.
Activity: Certification and research.

Data and analysis falsification Bribery used to:
in order to pass the certification - Pass certification processes
W . : : 4 5 20
schemes, thereby legalising without meeting required
violations. standards.
Licensing chain
High Risk Area Two: Awarding logging concessions
IMPACT 4: Major Impact LIKELIHOOD 5: Highly likely

There are concerns that rather than gettinglisgitseng regulations, which are changipgmapidictually
become weaker, increasing the potential forsajpegafoit forest resources. Bribery may tocagsgeite
licences for logging concessions to inducedfiesisyto break or ignore regulations whieg lirantes.
Operators may also seek to manipulate the datdyaiglincluded in the Environmental ImpaehD@IUIDAL),
Environmental Management Plan (RKL), and Etsifdomi&ring Plans (RPL) to make operations appea
sustainable where they are not.

Officers may also be induced to ignore loggititpheea not designated as concessions. Svichibisha
accommodated by a lack of monitoring of sipegjaadegulations on the allocation and manafgement
concessions, and fragmented management predeidbriesrease risks of corruption and inflysmeerhyl
groups. Forestry officers also have weak eafsa@tadtion and provide sanctions when cohcessemare
found to be violated — providing few incentpgegforto refrain from illegal practices @ttabéfafter their
licences have been granted.

Laws relating to the award of logging concelssien in
Forestry Law 41 1999
Regulation on Spatial Land use 26 2007
National Spatial Land Use Law 26 2008

20The problem in Forestry and Plantation SeatoPm\Ric@resentation by FGI Riau delivered in a discutistorole of actors in spatial land
use forum by General Director of Spatial L&hublitsé/orks Ministries, Batam, 29-30 July 2010.



Regulation on Forestry Planning 44 2004

Law on the Protection and Management of thex&m&22009
Regulation on AMDAL 27 1999

Ministerial Decree on TGHK 173 1986

Presidential Decree on Protection Area Mana2é9@bit 3
Law on Coastal and Small Island Management 27 2007
Regional Regulation on Riau Province SpatiaelHhd994

Civil society initiatives related to this inel@dalition against Forestry Mafia reporteiaN&GQtheports that
indicate corruption risks and environmentais/ial#tie licensing of logging concessionsandRliaw suits have
been brought to court for such viélathoradysis and research on the violationsed heeds to be conducted by
the Ministry of Forestry, which investigatasommeméal violations. The role of the policprocHss is also
essential. Reports from civil society orgartisatdnsen followed up by the Corruption Er&thcatiission
(KPK) and the police. However, although tlempdliceed 13 investigations into licensing pnatateskto
companies suspected of being involved ingtiegaltleere was not enough evidence and asheydsalied an
Instruction to Cease Investigation (SP3).

Although there is research conducted on ifjaggltlogye have been few reports that arecdimeetijed to
corrupt practices and licence violationsaittieecfore, that the tools that exist hayeattigy ¢a increase
awareness of illegal logging, but have noghéttangiimpact on policy. The collaboratien betv@orruption
Eradication Commission (KPK) and NGOs hasceigity toncessions (IUPHHK-HA/HT) whiclcamaglyot
with the TGHK regulation. The research i®stdl ong

Timber supply chain
High Risk Area Three: Concession and logging licence planning
IMPACT 4: Major Impact LIKELIHOOD 5: Highly likely

Regulations relating to planning logging sitescasdions are biased towards companies alodnoftéake into
account the rights of local communities ordmenemti There is ineffective regulation andpae#k of law
enforcers to implement forestry, environmeatiaindrsg use plans. The law tends to emphestiseiti over
the rights of local commuitttemefiting elites who have both power an&@money.

Legislation related to the planning of loggisgiocnadncludes
Freedom of Public Information Regulation

Forestry Ministerial Regulation P.3/Menhubiltb@08elineation of IPHHK-HTI areas withdn plante
forests

Forestry Ministerial Decree 08.1/Kpts-Il/2@0€riterign and standards for sustainable ntilffatiest
products

Forestry Ministerial Regulation P.23/MenhutiiliR@®sing procedures for the utilisatiest of for
products on community based timber plantdtotsdrigoests

Forestry Ministerial Regulation P.62/MENHU®A MBS lans related to the utilisation of forest
products on industrial timber plantations andigoba®ed plantations

Forestry Ministerial Regulation P. 14/MENHQ A I(2@Miges to the Forestry Ministerial Regulation
P.62/MENHUT-I11/2008

Forestry Ministerial Decree 151/Kpts-11/2008manspthe 5 years work plan, annual workglans a
work charts of forest product utilisation opléintaéons

Forestry Ministerial Regulation P. 39/Meniubhif2@eedures for the imposition of adn@nistrativ
sanctions to the utilisation licence holder

21NGO reports have been submitted to the pudise issues.

22|ssues over the endorsement of 7 Annual WéRKHTphg Riau Governor in 2004 have allegedIgtataitosses estimated over IDR 1,1
trillion (Case study of Riau Governor PoliggranttoERKT and Framework (BK) on Indusgrid|&itdiion in 2004).

23|ssue of Forestry minister Regulation No: RHLAIME2009 that provides the authority estimeifidster to issue RKT despite differences in
understanding between the Forestry Departmeviracidl FForestry Administration.
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Forestry Ministerial Regulation P.10/Menhubiilig086tory production at the level of the Forest
Management Unit

Forestry Ministerial Decree 08.1/Kpts-ll/2@@@iaarmnd standards of sustainable forest products
utilisation in production forest.

According to our consultations with stakehdldersrasearch, the main weaknesses of theydmanawork
concern the implementation of the regulatiartessitbanformation and transparency. Regafulgigdint, it
seems that, although laws and regulations theixastual application is much more diffieolem sanctions
resulting from violations are often low (fineistradive sanctions). There is a formal rgqridoess of these
regulations but the results are not shared puitiithén addition the capacity of the pobicétdo and investigate
violations and corruption is low, and the provesstigation by the government (PPNS) isyscatfédative.

Civil society is also conducting monitorirfgresthelicence activities through researcalgsiearhis is
supported by advocacy and Geographic inforstato(Gd$) analysis. GIS analysis is usedyaiuedtstortion
in the areas for which logging permits havedieen\golations in these areas. This alstemtifysnig indications
of corruption related to permits and loggtresalttigihard to connect the civil socidtgsaatid law enforcement
directly. Just a few NGO work in the corrumispésgically, most of them only analysevibiatioccur within
the concessions.

Civil society reports of research and analgffisctapinions, but have not had a signifeindimbaw
enforcement in relation to violations ideeszdciRin this area is impeded by the dificlié¢t data. There are
weaknesses in human resources in relationatysieairdata and its correlation with cootigerislore
information needs to be reported to the pud#ictmiocrease public pressure on law erddabersiction on any
violations.

Enforcement chain

High Risk Area Four: Failure to punish operators who violate the rules
IMPACT 4: Major Impact LIKELIHOOD 5: Highly likely

Operators are often not held accountableifay foodstry rules and regulations. As such iy tr avoid legal
consequences of their crimasone example, the investigation of 15 comaasieddenly stopped without any
obvious reason. Each of the companies was saspeatgdnvolved in illegal logging, buteitegiong remain
ongoing and there have been no péhalties

Strong law enforcement is a great deterrenptibepas it ensures that those that violakestheerhanded down
penalties. There is a risk, however, that oczauptiontribute to failures to investigateautprosmes by law
enforcers. This may be in the form of bribesnforizavs to fail to investigate cases, orauteyiazte
investigations or evidence, or to provide weakssamere violations are identified, for etlamwirlg operators to
retain their licences even after they have beda fiiate the law. Such corruption is epaldad kegislation
and the technical difficulties involved imgahadgnce of forest crimes. Furthermore, kniithewesd monitoring
of law enforcement activities, corruptionrgatbftem goes unidentified, leading to bofbresveand operators
not being held accountable for violating regulation

The laws in relation to this corruption arestieclndonesian Anti-Corruption Regulatiomesting Regulations
and the Regulations on Spatial Land Use anidahmé&mlthough there are strong laws and penalties for
violations of the forestry law, there are ondhapsgulations that make it weaker ana easi@mtvent, and
result in confusion on their implementation dffictas and law enforcers. This risk is ceapguadk of
capacity of law enforcers to investigate fasestryAs such, regulations need to be refomhadde their
effectiveness and remove possibilities ofrdistaioupt officials.

24Economic balance daily, April 2009, RAPP stspeatgulilate the peat land data.

2580,77% of illegal loggers punished are figkl (@orkeption and forest crime, presentatiom DiaRsyah, Coordinator of Law Division and
Monitoring of Court, ICW)

26 hittp://www.detikriau.net/index.php?option=emm&\iewt-article&catid=2:pelalawan&id=79 Esid@ti-azmun-jaafar-minta-keadilan-atas-
kasus-hukumnya



Certification chain

High Risk Area Five: Manipulation of research and certification processes
IMPACT 5: Catastrophic Impact LIKELIHOQOD 4: Likely

Certification acts as a benchmark to indieatethpany abides by environmental and soeaientuiData
manipulation in this process can mean that scempaeigified as legal and sustainable evahevhene
irregularities in their operations. Corrupficersf/aertifiers to provide certificates bHsdhof legalizing illegal
logging and making its products availableafofeszitenately sourced timber.

There are weaknesses in the assessment processisation and a lack of monitoring of cempttathe
required criteria. Without green certificatgs, litilerimpact on a company’s ability tatmpr&dtict and many of
the systems for certification remain volurtteatycempanies can choose whether to implenmmadbhem

There are a number of civil society organisaitiamresdoncerned with the environment andfttbeaemmunity
in terms of law enforcement. There is weak iafdenoéthese tools, however, caused by lay lexpécof
those who are meant to enforce the rules amtlequisate sector operates in the forestgrebigtabliged to
implement these tools to ensure clean opematanas o8janizations have monitored the progas® amglt, but
it has not affected the result of the certification

There is participative management of the feEstrgs companies are responsible for thiéimspa@eased
awareness of corruption in this area has ragdittien their operations, however. Besifleatiorrbodies do
not always know Indonesian forestry laws atidmegtda example, the certification process tecus on the
concession permit awarded by the Ministry nyf Rdriebtmakes operations legal, while notiogrotinker
important legislation such as the Presiderd@Noe®2 year 1990 about Management of Protesttéddao

Aceh

See Annexes for the risk map.

High Risk Area One: Land rights

Information about boundaries, annual work picen@slto use vehicle and heavy equipmeantbdoy
information about land rights is not easy @&cbgshiblpublic and non-forestry governmenyal Ageoicling to
our research and consultations with stakehgddmrsld be happening due to several factors:

High difficulty reaching the area for the eléharities and law enforcement officials to diosctuc
monitoring;

Manipulation of data released by the forestnyesympa
Law enforcement authorities may retain infomfatissi performance;
Forestry department may close the access tianffmnuaher government agencies and the public.

The high difficulties for other agencies aralithia pbtaining the information on landorig/tie fcompany and
local forest service make corrupt practicesetgdcedccur. The results of small group comshkkdd with several
stakeholders show that corruption relatedightsicdm take several forms:

Companies bribing forestry ministry offidials ttoeadxploitation of existing resourcesgiothéy
manipulating the information on protected r¢sauradsaring the protected forest areag,dfuntin
wildlife);

Companies bribing forestry field officers whbaieeal to examine the production of docwanents th
violate forestry laws;

Companies paying bribes to the central, poodistiadt government in order to obtain adicxmieit
all available resources in areas where loggireyiwasly not legal through data manipulation;

Bribing by companies to avoid the police iiorefitigatgs to be acted upon;

Undue influence to have the government argidladatéeissue recommendations for compartéds to ob
permits.
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Instruments to prevent such corrupt practiésss boteseveral obstacles have been identified:

Law enforcement is made difficult by the nmmgdutdtrmation and documents. At PT Mandum Payah
Tamita in North Aceh district, police offi@aisocaichecks in the field to register theamddype of

timber harvested, and concurrently, the coragqlibémen to officially record the data sts.harve
When the two sets of data did not match, imeesoét#n did not investigate further sirarapheycs

reports had been submitted by police &fficers.

The lack of financial resources for investjglatioeiiforcement authorities to follow uptergegor

by civil societ¥In Bireun district, operational funds forrédeesiop had not been earmarked in the 2010
budget, so that the monitoring process cannetliefadd rangers to follow up on forestrgmoitise
provided by the community.

Closed system of information among stakeholdedsimthe licensing process. To obtain arformati
about the company and area of land under itsnmathageernment agencies and the public must follo
a long process with several steps so that tinatpespd crime may hide evidence of thair acts, f
example, by changing the information and ahee egdinst them.

High Risk Area Two: Licensing

The process for the awarding of licences foratpemeat and utilisation of forest areas isnb@sedroment
Regulation N0.6/2007 on Forest Arrangemerildragsinent Planning and Forest Utilisationrantbissed in
the flowchart below.

Private sec
¢ - m e m e Licence propa

¢< ----------------------- Recommendat

¢ D e Area use perr
EIA Agen
¢ % EIA repo
P Spatial departm
i e -- Mapping area by local fores
Forest departms | Forest protection and nature conse
! department
E ] € Checking area allo
Il o Ministry (partment / Comp
¢< ...................... Record and apprt

Licence approy

The process described above is quite long egsltheguivolvement of multiple key actorsnTdwnmgiion risks
identified are the following:

Bribery to issue permits without following ederpsoc

27Malaysian citizens were arrested for thememolvdllegal logging. Basic informatiorutteat ieshis arrest was obtained from pddice offic
who had been bribed to work in the plantatisnafakavya-online.com. January 25, 2006).

28 http://lwww.waspada.co.id/index.php?option=ent&vimtarticle&id=134480:dana-hambat-oppeagjamanan-
hutan&catid=13:aceh&Itemid=26
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Bribery to change the zoning of an area tggitay lo
Bribery to grant licences that violate thedtiabplsm.

In Aceh province, the local government’s P2B&® (@mwices office) covers the whole licertssg, pput the
system is not known to the public. From thefresydections carried out by members ofldtergSgsome
causes of corruption have been highlighted:

No receipts of payments made in the framewdideokthg process are available.
Absence of fixed price to be paid the compeamettheenecessary permits.

Lack of clarity about the administrative rafhestame required by the company to secureseryiece
permits.

No government department is in charge of meait&gerformance.

The low supervision at all levels, especiailinaigbiand district levels may also allowooawuptiv®.The lack

of transparency and difficulties to accessiorfdrimaer the monitoring of the applicatios lpyameamunities and
civil society. Aceh FGI staff tried to requéstosaedtion, but failed to obtain it. Local &ffiesdls argued that it is
a company's internal information and therefiirbecdistiosed unless the company agrees to it.

Another corruption risk identified in the risigraapiTise involves institutions conductitigvEdfiental Impact
Assessments). The company may provide paymtemtiinduce the organisation preparing thmeasseso
making “good” statements. As an example, bargstirpmfinisterial decree no. 42 Year 2002iesoshpaid not
be clearing land on the within 100 metersroFelivebservations from NGOs, including Astefi, EGhducted
after an EIA report had been issued, showeddibtribe between cleared land and the rivdy alasub 10
meters. The results of these observations tHereifotrenatch the content of the EIA.

Legislators have political power and are ioratpagitide the government in the developoiemofiowever
this can be exploited by the private sectprésqure on government agencies to facilitatedivgaof logging
permits. Companies know the key legislators hdneretrgng influence on government policipsesiurck can
be exerted through bribes to Members of Pahli&888f{.Members of Parliament were senteyeedsto 8
imprisonment and a fine of IDR 250 millioreiretatad to corruption in the licensing process.

Local regulations are detailed enough to fiassithibty of corrupt behaviour. Moreoverethmegoivhas
established TAKPA (Aceh government anti-ctanptioshich became the government agency naoutaditigg
upon corrupt practices that may occur. Nevecthrelgg®n remains due to several factors:

Lack of capacity of personnel to distinguish basgsef corruption and other crimes.

Perpetrators of corruption are often ex-comdmtartsyembers of the TAKPA team, so thaircorrupti
cases are sometimes not forwarded to the aaolbvgedsor evidence omitted).

Some central government regulations cannopbseiatisectly into local regulations. A caseisn po

the absence of regulations governing the mdvimiagrt fvom public forests. With the cremtion of
moratorium decided by the governor of Acehtive 200Fer supply decreased while demand was going
up because of the post-tsunami recovery effsk @mived from this situation is bribesveirg/ g
companies to indigenous leaders to acknowl¢idgecthiziled comes from public forests, wheasas i
harvested in areas regulated by the loggingumorator

The low level of income earned by governnagstaaftipied with limited sanctions (e.g. adivénistr
sanctions) against violations committed by gavanpioyees, which provide no deterrent.

High-Risk Area Three: Forest management and Utilisation of Forest Products

Corrupt practices in the management of forets pnatiimber may occur at different levelse aoquisition of
raw materials to the marketing process. Thppiisg meercise has highlighted several major risks:

29 http://m.serambinews.com/news/view/35995/amigietadprk-kecewa-setoran-pad-p2tsp-tak-jelas
30 http://aceh.tribunnews.com/news/view/4785 lidiawz2tsp-tertibkan-usaha-tak-miliki-izin
31 http://nasional.kompas.com/read/2008/10/0820X08&82.Nur.Nasution.Kembali.Disidang
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Before logging, the company submits a restt $erfaces in charge of harvests. From thestestetements the
amount of taxes and levies will be calculaterestiservice must conduct field verificatieriafofmation
provided in the report to check the amount ahtrges that can be cut, and the extenteddHisted in the
report. In this process, to speed up loggimglistaiseholders reported that companies enlpghtegivto the forest
department for not doing field verificatiamrottte investigation report into a simpleyformalit

The approval of the harvest data may also béostimjrmtion. Law enforcement officers nitagdoeybr
companies to ignore any issues that may leeliddnatifiharvest data is examined, and to pre prefsestry
department officials to approve this data.

To secure the transportation of timber to toé pacessing, the company may bribe poliseantfiseldiers at
checkpoints in order to avoid arrests dudetgath&adbd that they are carrying. After theimgyastage, some of the
logs are shipped out of the island. In somssteseelated to the production capacity afidith@eanits may
arise. Therefore, to ship illegal timber andosefianies need to bribe the trade and iegastnyets to legalize
documents.

Instruments to oversee forest management &hezstabthe laws and regulations issued legtityenfdmistry.
They are of general nature only and some tleeriotét context. This has led to confusimoasdti
interpretation in their implementation. In,alddibaneaucratic system for the implementadies refgulations is
unclear, especially which agency is resporthiblméoragement and supervision of forestseliherelificult to
hold these agencies to account.

The forestry ministry regulation S.681/memh@BiL&ufor instance, contrasts with the Latv Govicament No.
11 of 20086, in which authority for forest mahageem¢ralised at the Ministry of Foresaytamtmy for the Aceh
administration to oversee the management agEratucas within concessions. It is fearez gbaethment of
Aceh with forest management and forest conpeogatioomes would interfere with the centraigggvern
programmes.

Governor Instruction No. 5 of 2007 on LoggorguMaran be a good basis to shape a systetot@nubni
mitigate corruption risks at local level, ficeitistaugh a multi-party forum involved prdteeson. But there is a
lack of regulations concerning standard operatiedares and responsibilities related frdoeeson. Forestry

32 http://carelingkungan.blogspot.com/2011/01¢@weenagelolaan-hutan-aceh-harus.html



police force assisted by temporary securityl sTaffl Servant Investigators should be jticifhatieg in the
process of enforcement and supervision ofttiyeséartes in Aceh.

Logging companies may deliberately take ad¥ameageloof supporting regulations and hunrae Egmacity
for monitoring in Aceh forestry departmentitiygettpd forest for their own benefit.

Papua

See Annexes for the risk map.

In general, corruption is exacerbated by thauatkroresources capacity within the govermuaitbtdorest
management activities by companies so thatqadasibdmipulation cannot be detected. Indeseéatich and
risk mapping in Papua showed that corrup@nrusedfto unduly obtain or to falsify documpemtstsr This is a
particularly acute risk at all stages: for diagailicences, harvesting, the transpodrogtonb

The head of the Papua provincial forestry depakinosviedged that high corruption is causethtdaszors
including:
The high price of timber and the growing glabdlfdemerbau wood that grows in Papua. &sissincre
the profitability of logging.
The Papua forestry department does not havweedatatbe whole province area, and existmgatata i
updated.

The extent of existing forest areas in Paphe,lacikldaf forest security personnel.

Lack of knowledge of security officers abgeistioé pyohibited wood, so that data maniputhgon b
company cannot be identified.

Lack of understanding of security officerspilboaases.
The following sections describe in more dstaiethfor each high-risk area.

High Risk Area One: Laws and regulations

In the province of Papua, the implementatidores$tteavs and regulations conflicts witmathsudh as the law
on spatial planning, regional autonomy lawsramgjofdtions. One of the main reasons meutingexud
consultations with stakeholders was that sentegiiditive and regulatory instruments issaddcat level may
be crafted to favour a certain party.

In order to make the licensing process easferaairs may influence the government ordelgystating bribes
to change the regulatory environment in theiOfe’case under investigation involves PTt, kvbighoallegedly
used a licence in Papua that violates thelfovdstry41 of 2009. Currently the governmatihg awa
recommendations and information from the gbRama about the process that led to the axf#nditigence to
PT. Freeport, which, according to accusatimtsotlmv due legal procedures.

In addition, the lack of harmonisation betwe leegsilations in Papua and its border ppowirides
opportunities for companies to commit forestrectivageovince of Papua, the local govesurdrdasernor's
decree no 72 year 2002 concerning the prohitatieniromerbau logs, while the provinceRdMiasssued
contradictory regulations to allow log tradegnpaeies may therefore exploit this by besnip forestry officials
and security officers for providing false doauroeads to take timber from Papua to WesthRamllwing the
laundering of timber.

High Risk Area Two: Forest management

The main legal instruments in this field argdiwosdef the forestry directorate generalkpits/M2PHP/2003, on
technical guidelines for performance assessmbat ahd forest product utilisation, and pts/\BOR T/2003,
for the utilisation of forest plants in the memtagabwithin the framework of Sustainablbl&oagstment. These
two decisions list twelve indicators of sustaieablfeanagement, and outline in a cleari@tivdayahe
operator’s obligations in terms of forest mahag#meeigh demand for timber is high, companftes &empted
to resort to bribery in order to avoid therdsretchbperational costs related to sustaiesbiedbagement.

The forest management flowchart that you ©dheiAdeh section above (under High-Risk &)da alse

applicable for this risk area in Papua. Hoesvargthariations in the corruption riskedd#untifig consultations
with stakeholders, the corruption risks bedoiadtabst management have been identified.
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Log Harvesting

Before logging, the company must prepare adg@taessubmitted to the forest service. Thatpias c
information about the size of the logging aremkeeof trees to be cut, the diameter efdr@dwn forest
officials conduct field verification. Aftevélyeisearried out and no issue is identiftedhphay may start
harvesting.

Corruption risks are particularly high infitbéigarprocess. The company may bribe féicdstisyndfo check the
company's plan in order to falsify resultslemhefication does not impede on the opémaiidision, bribes can
be given to indigenous leaders to log on indagehaudside designated areas. Bribery caruaksibib order to
transport illegal timber and avoid field insfgcsecurity personnel.

Wood transportation to the saw mill

In order to bring the logs to the sawmill,ghedmiany must have original documents antiattiangpermits.
Stakeholders found that bribery was a majog,rekhlee to accelerate the process of issuitgtpersportation
by forestry officials or to allow the compamgpiarttimber without proper documents.

Corruption may impede investigations or saficticing the seizure of illegal wood by theéupipigcés transport.
Bribes to the government and local legislateszitapressures forcing the police to reldimsbahand to drop
investigations.

Timber trade

To be able to sell wood, companies must obisdéiopdrom the customs depaftnsguin, bribery can be a way
for the company to obtain a legal documentdmmndHauhegal timber. It can be done byHhibusgdms officials
or the provincial legislature and the executiee tio force the customs to allow timberddo be so

High Risk Area Three: Revenues and taxes

Significant state losses result from corruggtiaatifacilitate illegal logging and datatfaisifiVhen corruption
occurs the government does not receive indwmmestoof forest resources and for the traat prdducts,
including when they are smuggled abroad.

In the case of illegal logging and timber snnoggyliP@pua, according to investigation reksittscpbip the EIA
and Telapak, the government suffered a losliopstoft Indonesian rupiahs per year dwssrtoggking of
merbad4

According to the information from our conswiititistakeholders, corruption targets in paotestly officials and
customs officials in order to facilitate ioatfaisiéf data. The extent of logging anddaiteb@ray be minimised in
order to reduce the costs due by the compagg\ertiraent.

In addition, existing regulations do not ¢gpes aif information required in the calcustitnretenue from
forest products. One of the central governnegidregoncerning state revenues from forest paodoe found

in the decision of the Minister of IndustrydencoT éd4/MPP/Kep/2003 about the standaiat phieesfculation
of fees for forest resources. In the provimesohiabau is the most traded species of tindangthmentioned in
this regulation. This has caused confusionatingatbe amount of the taxes due by the company.

Another risk identified is the bribing ofitdg bfficompanies in order to suspend the pbtarestand therefore
undermine the collection of due taxes.

33 http://www.satuportal.net/content/telapak-méagegenmbong-mafia-perdagangan-kayu-internasional
34 http://m.antikorupsi.org/?q=node/4085, accdssbthrmh 2011
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4. Conclusions

In the province of Riau, the analysis has fotladldteae a number of laws in need of refistatidreig weak or
overlapping, enabling considerable discrstiomplententation. This creates spaces fortibe ofalales with
limited oversight.

The Regulation on Forestry and its Derivatd83 agdds to be reformed in order to have attdnger
corruption measures.

There needs to be consistency between regulthiessabus of the forest area in spatial lptathsse
at the national and regional levels — theseg@tbitshe implemented together to be effective.

Spatial land use regulations need to be symthitimnieeestry, environment and investmemsgulat

A particular obstacle to good forest goverdaeteisrthe conflicts between forestry lawsi@tidmegn the one
hand, and legislations pertaining to othen fie&dlstber hand. It was also found that théderande
understanding of laws and regulations, espéiecaltyugtion and forestry legislation, wdBanentsun Papua,
this issue is particularly acute for local casmuiiith makes them more vulnerable to pegesitigds from
logging companies.

The implementation of legislation is alsceimsuiffiRiau, there is no institution that émesungles are consistent
with each other, or that monitors how theyeaneritepl. Furthermore, there is no institutiosibksfor ensuring
that regulations are not distorted in their intgtiemby the Ministry of Forestry because afifiurehce or corrupt
practices. In Papua, in addition to the isstieanfrafes of the different institutions invotyaldmenting the
legislation, which leads to low accountahilagsihidity of collusion between operatorsngotadrand legislative
institutions also undermines effective law emtorcem

In Indonesia overall, where concession licersaah®lidund to have violated the law, tHerieatsdnctions
that are used by the Forestry Ministry; thésd&administrative and not transparenficitlistdi€ollect data as
there are four different versions of the faresapsewhich are issued by the Ministry of, Hoisesteans that the
information available is sometimes contradiktogyitrmore difficult to identify issueggahddligities. As such
forestry planning is not implemented well andsbddrequent problems in the forests, inektdinngjah of the
environment and land tenure conflicts.

The research in Riau shows that the lack afeimagspahe system means that forest licenoebecamomnitored
by the public; even the map of forest concessibagailable for public view. Furthermanatiorian decisions
relating to the allocation of forest concessmmdbeaaccessed by the public and is notcphjaat t
consultations. Weak public control over fasestiy Aaeh is also a problem and seems tdyknkledevith
political interests.



5. Recommendations

Below are some recommendations derived fragartiemexe by Tl Indonesia. In each areasktyvédegiform,
you will find recommendations applicable tadimlgeesral, while others have been morealgpatsfitified in
one of the provinces (Riau, Aceh or Papualhthoagty be applicable in the other provinces too.

Legislative reform

Weak regulations have meant that law enforaamheffeistive at controlling corruption iadtrg $erctor.

Regulations should be strengthened and syndwodhaddopholes are closed and law enfoecement i
strengthened in relation to forest crimes.

Stronger sanctions should be in place in aderatddterrent effect on corruption and foesst cri

There should be consistency in regulations@sd@aloid confusion in their implementdtiomges
deriving from undue pressures.
In Riau particularly, it was felt that therebehguildelines on the interpretation of therswéahat

Ministers do not have the discretion to isteedlDexrees in violation of basic law sch as th
Constitution and to avoid conflicts of inies@starpretation.

Capacity building

The weak capacity of law enforcers and thoseithskeditoring the forestry sector providesitigsdior
logging companies to engage in corruption avittiomss There is also a lack of capacitgagietyifto carry out
its independent monitoring role.

Law enforcement institutions, such as the gglidecgmny need to be strengthened in ordgraotcar
investigations and enforce their findings.

Civil society organisations as well as locdigambirs communities should be strengthenedan orde
increase their awareness of relevant laws atidns@uid their capacity to monitor government
performance in forest management. This needsttedaed at the local level as well as the national
level.

The Representative Council at the nationall éexklaveeds additional capacity in ordénttorbiéfias
a monitoring institution to ensure governmeist fpdbeved.

Staff of government agencies should be traihedrtderstand anti-corruption tools and hatveworru
can be monitored (need identified in Papua).

Technical assistance

Technical assistance is needed to effectivehfonesity operations and to ensure that pdepeeef violations
is collected to a standard that would be cialie in

Communities and local NGOs need technical@agsistdec to conduct investigations if thesesane t
any deterrent effect.

More capacity is needed in government ingtitietiorssof evidence interpretation.

Research in Aceh has shown that the Envirompacitéldsessment process should be strengthened in
order to make sure that decisions are madeasis thieif>-depth and accurate studies.

In Papua, a one-stop licensing service systéresfayuied, so that all stakeholders haveexgntrali
access to relevant information and data.



Transparency, accountability and access to information

Increased transparency of forest data can iarficipation of local communities, to ensiner¢hiatadequate
oversight to reduce corruption risks.

The public should have access to informatioréfatessuance of licences and their terms and
conditions. In corruption and forest crimenéaseation should also be proactively disclomad on
proceedings and on the action taken by foigalsy loffal governments and law enforceriasit offic

Systems should be put in place in order tocomonfiton risks and land use violations acidtim brer
(including exports and imports). TI's Manuasi&V&ktan be useful tools in this regardotlides
done within a multi-stakeholder framework.

Additional recommendations have been ideRtidied in

0 Maps of zoned areas in the forests should bedyuddli;ig with information on how such
zoning was determined. There should be considkeattiof the results of scientific research
into appropriate zoning of forest land.

The information above should be kept up-to-cessaed each year in each province.

Any decisions to change land zoning or issoencew $hould involve consultation with local
communities and seek their approval. The tight®mimunities should be such that they are
compensated for activity on their lands aral osition to manage / oversee the activities of
concession holders.

Certification of logs

The aim of log certification is to encouragalslesiagging practices and ensure that opmEgongonmentally
friendly. Manipulation of the processes forgaitmse certificates undermines sustainabjedfiodgstovides
opportunities for corruption.

Certification systems should not rely on govaancestto establish the legality of timbleouitdit
conduct independent monitoring by experts.

Advocacy and coordination

Strong advocacy, based on robust research eavaraisess of corruption in the sector anddstreeaippact
on government policy.

A network of local, national and internationaER@&G@scampaign for transparency and actpimtabili
the forestry sector and for measures to addupsisicart all levels.

Coordinated efforts between civil society argarssdtcertification schemes would enhangadhe im
of civil society partnerships. Examples alticertsfahemes include, Forest Stewardship Council,
Smartwood, LEI and High Conservation Value Forest.
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6. Glossary of Terms and Abbreviations

AMDAL
ANDAL
BPK
EIA

FGI
FORTRUST
GIS
HTI
Ingub
IPHH
IUPHHK-HA
IUPHHK-HT
Kepgub
KPK
KPTS
LEI
Menhut
PHPL
PPNS
PSDH
PT
PUHH
PUP
RAPP
REDD
RKL
RKT
RPL
RTRWK
RTRWN
RTRWP
SKSHH
SP3
TAKPA
TGHK
WWF

Environmental Impact Document
Environmental Impact Assessment
Directorate General of Forestry Producti@midaina

Environmental Investigation Agency
Environmental Impact Assessment

Forest Governance Integrity
Sumatra Spatial Land Use Forum
Geographic information system
Industrial Plantation Forest
Governor Instruction
Forest Product Collection Licence
Forest Timber Product Exploitatien- INetu@al Forests
Forest Timber Product Exploitatior-IEoeest Plantation
Governor Decree
Corruption Eradication Commission
Decree / Decision
Indonesia Ecolabel Institution
Ministry of Forestry
Sustainable Production Forest Management
Civil servant investigator
Forest Resource Royalties
Corporation
Administration of Forest Product or Tinmstrafidm
Permanent sample plots
Riau Andalan Pulp and Paper
Reducing Emissions from DeforestatiostaDedi@éation
Environmental Management Plan
Annual Work Plan
Environmental Monitoring Plan
District Spatial Land Use Plan
National Spatial Land Use Plan
Provincial Spatial Land Use Plan
Legal Forest Product Transportation Licence
Instruction to Cease Investigation
Aceh government anti-corruption team
Agreed Functional Forest Classification
World Wide Fund for Nature
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LIST OF STAKEHOLDERS - RIAU

o

ORGANISATION

‘ PARTICIPATION

NGO/CSO

: Kabu woshop s andz
2 Scale Up Individual Consultation
: e e
4 LBH Pekanbaru Individual Consultation
5 WWF Individual Consultation
° Wl Riay workshop s andz
7 KBH Riau Workshop 1
8 AMAR Workshop 1
9 WWF Workshop 1 and 2

10 Elang Workshop 1

11 KBH Riau Workshop 1

12 GreenPeace Workshop 1 and 2

13 Jikalahari Workshop 1 and 2

14 LAMR Workshop 1

15 LAMR Workshop 1

16 FKPMR Workshop 1

17 KAR Workshop 1

18 Hakiki Workshop 1

19 GreenPeace Workshop 1

20 Scale Up Workshop 1

21 LAMR Workshop 2

22 YLBHI-LBH PKU Workshop 2

23 T. Meranti Workshop 2

24 T. Meranti Workshop 2

25 Green Peace Workshop 2

26 Walhi Workshop 2

27 Fitra Riau Workshop 1

GOVERNMENT

28 BLH Individual Consultation, Workshop 1

29 BLH Individual Consultation

30 Bappeda Individual Consultation

31 Kejati Riau Workshop 1




32 Polda Riau Workshop 1
33 Dishut Riau Workshop 1
34 Bea dan Cukai Workshop 2
35 KPK Workshop 2
36 Kejati Riau Workshop 2
37 Kanwil DJP Workshop 2
38 Kanwil DJP Workshop 2
39 Bappeda Riau Workshop 2
40 Dishut Riau Workshop 2
41 Dishut Riau Workshop 2
42 Polda Riau Workshop 2
43 Kejati Riau Workshop 2

ACADEMIC / UNIVERSITY

44 UR Individual Consultation
45 Rona Lingk Workshop 1
46 Kehutanan UR Workshop 1
47 Lemlit UR Workshop 1
PRIVATE SECTOR
48 PT RAPP Individual Consultation, Workshop 1
49 PT RAPP Individual Consultation, Workshop 1
50 PT RAPP Workshop 1
51 PT RAPP Workshop 1
52 Sinar mas Forestry Workshop 1
53 PT RAPP Workshop 1
MEDIA
54 Media Indonesia Workshop 1
55 Tribune Pekanbaru Workshop 1




RISK MAP

CORRUPTION TREAT CORRUPT PRACTICE IHBPACT | RISK

HOOD

CHAIN OF REGULATION

Risk Area: Forest zoning changes within the spatial land use plan (national, provincial and district).

Actors: Parliament and their special committees, Ministry of Forests, Logging Plantation Operators

(including foreign owned), academics, National Spatial Land Use Coordination Oflce (BKPRN),

consultants; Local assemblies, operators, Regional Spatial Land Use Coordination Oflce (BKPRD),

Regional Development Plan Oflce (Bappeda), Forestry Administration.

Activity: Incomplete regulation of spatial land use and forestry zone (national, provincial and district), distortion
of completion process, uncertainty of forest area function within National Spatial Land Use, Forest Management
Agreements, Provincial Spatial Land Use and District Spatial Land Use.

Weaken regulations, creation of
ineffective institutions, undue
in"uence on spatial planning laws
and forest laws (state capture).

Bribery used to:

- Change the zoning of an area
within the spatial land use
planning and forestry planning
to allow logging.

25

regional regulations.

Risk Area: Passing forestry legislation/ regulations.

Actors: Parliament (and their special committees); Ministry of Forestry, logging/plantation operators
(including foreign owned), local assemblies.

Activity: Weaken legislation and regulations including providing for incomplete regulations (loopholes) and
favourable interpretation of legislation for certain groups. Inconsistent implementation of rules and regulations,
not in line with legislation and the Constitution — for example con"icts arising between government
regulations, presidential regulations, presidential decrees, ministerial regulations, ministerial decrees and

Indirect sponsorship of the
establishment of regulations or
implementation of rules that
weaken legislation and its
implementation in relation to
sustainable forestry practices.

Bribery (including kick-backs)

used to:

- Strike or delay bills, include
subsidies (e.g. low fees),
weaken regulations and set up
ineffective institutions.

20

CHAIN OF LICENSE

(province and district).

Risk Area: Awarding logging concessions.

Activity: Concession licenses granted in violation of the rules, License granting process, IUPHHK-HA,
IUPHHK-HT, plantation and mining which violates Forest Management Agreement, Disposal of Forest area.

Actors: Ministry of Forests, forestry agencies, operators, consultants, environmental bodies, communities

Weaken the rules of license
granting, ignoring legislation

and regulations (spatial land use,
TGHK, environment).

Bribery used to:

- Acquire a license without a
technical review or
recommendation, or through
the manipulation of data
and analysis.

20




CHAIN OF TIMBER SUPPLY

Risk Area: Concession and logging license planning.

Actors: Ministry of Forests, logging plantation operators (including foreign owned), consultants,
Forest Management Unit, Provincial and District Forestry Administration.

Activity: Establishment of Area Management Planning Document (RKU, 5 years Work Plan, Annual work plan,
Macro and Micro Delineation, boundary area management.

The provision of false Bribery, data manipulation,
documentation, or manipulation of nepotism. 5 4 20
data for documentation.

Risk Area: Logging in violation of regulations.
Actors: Forestry Administration, Forest management Unit, logging operators.

Activity: Harvest exceeds the allowable cut quota, logging is allowed inside protected areas, protected species or
sizes of trees are cut down in violation of the rules.

Harvest exceeds the legal volume Bribery used to:
and comes from illegal sources. - Induce oflcers to allow illegal
logging, including logging above

; : 5 3 15
stipulated quotas for size and
species and outside legal
concession areas.
Risk Area: The use of illegal labour.
Actors: Forest Management Unit, Labour Administration.
Activity: Labour laws are not complied with.
The violation of labour law leads Bribery used to:
to the exploitation of workers. - Induce oflcers to ignore 3 3 9

violations of labour law.

CHAIN OF REPORTING

Risk Area: Manipulation of reports on harvests or log receipts.
Actors: Forestry Administration, Forest Management Unit.
Activity: False reporting of annual harvest, log consumption and production, logs received.

The production volume may Bribery used to:

be reported at a lower level, may - Induce oflcers to falsify data in

be incorrectly labelled as ‘old reports to avoid accurate

stock’, documents may be reporting of logging practices to 4 4 16
changed to indicate false volume government oflces, to withhold

or origin. information from the public and

undermine accurate inspections.

Incomplete and inaccurate reports Bribery used to:

of production costs, enabling - Manipulate reports on the costs

access to subsidies, evasion of of production;

taxes and failure to fulll monetary - Issue payment documents

obligations to resource owners (receipts) for payments that

(i.e. reducing levels of royalties have not been made or are 4 4 16
owed to local communities). lower than recorded;

- Avoid monitoring or sanctions
from operators’ failure to fulll its
contractual agreements with
local communities.




CHAIN OF REVENUE

Risk Area: Tax evasion.

Actors: Ministry of Forestry, Forestry Administration, Finance Department, operators.

Activity: Falsilcation of data on tax returns.

Tax evasion Bribery to avoid tax 16
Companies avoid sanctions for Bribery used to:
unpaid taxes. - Avoid penalties for non-payment 12
of taxes.
Incorrectly conducted audits, Bribery used to:
which falil to report on - Induce auditors to ignore 16
irregularities. irregularities when auditing
company accounts.
Disregard obligation of Know your Bribery used to:
Consumer (KYC) / suspicious - Avoid implementation of 12
transaction and other Inance Inance regulations.
report.
Money Laundering from illegal log- Bribery to allow money laundering. 16
ging to support politician campaign.
Failure to distribute tax revenue to Bribery used to:
regions equitably. - Channel tax revenue to certain 20
groups/ regions over others.
Failure to implement the rules of Bribery used to:
payment systems, enabling the - Avoid 'nance regulations. 25
proceeds of corruption in the
forestry sector to be laundered.
CHAIN OF ENFORCEMENT
Risk Area: Failure to punish operators who violate the rules.
Actors: Minister of Forestry, Forestry Administration, Police, Lawyers, Judges.
Activity: Law enforcement.
Failure to punish operators who Bribery used to:
violate regulations (for instance - Persuade oflcers to be hard on
no sanction or penalty or even competitors.
cancelling of the licenses). Bribery used to:
Law interpretation/ proltable - Avoid reports of violations or 20
rules, failure to implement internal withdraw sanctions.
i i |
sanctions agglnst of.cers.or . Extortion of "leld expenses” for
agents who violate rules in their .
forest authority to conduct
reports. L
monitoring.
Failure to complete investigations. Bribery used to: 20

- Falsify evidence or destroy proof.




Reducing demand; only 'eld

Extortion / bribery to reduce

15
workers got arrested. demand.
Failure to charge those arrested Bribery / extortion used to: 12
for forest crimes. - Avoid charges for forest crimes.
Manipulation of evidence, or Bribery / extortion used to:
witnesses in court. Failure to - Induce oflcers to manipulate
gather evidence within time-limits, evidence or witnesses; or 9
thus endangering cases. - Fail to collect necessary
evidence for criminal trials.
Judges’ assessments are biased Bribery / extortion used to:
in favour of defendants. - Encourage judges to favour 12
defendants on forest crime
charges.
Judges sentences for defendants Bribery / extortion used to:
who are found guilty are weak, - Encouraged judges to provide 9
including short jail sentences and light sentences on those found
low Ines. guilty of forest crimes.
CHAIN OF CERTIFICATION
Risk Area: Manipulation of research and certilcation processes.
Actors: Companies, certilcation assessors, NGOs, local communities.
Activity: Certilcation and research.
Data and analysis falsi!cation Bribery used to:
in order to pass the certilcation - Pass certilcation processes 20
schemes, thereby legalising without meeting required
violations. standards.
Legalisation of forestry violations Bribery used to:
through research. - Induce researchers to report
that operations are sustainable 16

and rules and regulations
are having a positive impact on
communities.




STAKEHOLDERS CONSULTED - ACEH

NO INSTITUTIONS INSTITUTION TYPE LOCATION
1 Gerak Indonesia National Jakarta

2 Gerak Aceh Local Banda Aceh

3 MaTA Local Lhokseumawe
4 SMUR Local Banda Aceh

5 Flora and Fauna International Aceh Program | International Banda Aceh

6 Yayasan Leuser International National Banda Aceh

7 Leuser Ecosystem Management Authority Semi-government Banda Aceh

8 WWEF Aceh Program International Banda Aceh

9 Walhi Aceh National Banda Aceh
10 Lembaga Bantuan Hukum (LBH) Aceh Local Banda Aceh
11 LBH Apik Local Lhokseumawe
12 LBH Pase Local Lhoksemawe
13 Aceh Association of Journalists (PWA) Local Lhokseumawe
14 Indonesian Journalists Association (PWI) National Banda Aceh
15 Kadin National Banda Aceh
16 Aspanji National Banda Aceh
17 Advokasi Hutan Aceh (AHA) Local Banda Aceh
18 Palito Local Kutacane

19 Putri Sepakat Local Kutacane

20 SILFA Local Lhokseumawe
21 Barak Local Lhokseumawe
22 Mapaya Local Banda Aceh
23 Eye on Aceh (EOA) Local Banda Aceh
24 International Organization for Migration International Banda Aceh
25 OXFAM International Banda Aceh
26 Pala Local Singkil

27 Gempa Local Singkil

28 Rimueng Lam Kuelut Local Aceh Selatan
29 PENA Local Banda Aceh
30 Indigenous Community Network (JKMA) Local Banda Aceh
31 International Committee of the Red Cross International Banda Aceh
32 Save The Children International Banda Aceh
& UN International Banda Aceh
34 Orphans International National Lhokseumawe
85 Conservation International International Takengon

36 SAR National Banda Aceh
37 Radio Antar Penduduk Indonesia (RAPI) National Banda Aceh
38 Pemerhati Lingkungan Hidup (FPLH) Local Takengon

39 YELPET Local Kutacane

40 Sahara Local Lhokseumawe
41 Langkar Local Kutacane

42 Aceh Peace Reintegration Board (BRA) Semi-government Banda Aceh
43 Komite Bersama Hijau Aceh Local Banda Aceh




STAKEHOLDERS CONSULTED - PAPUA

ORGANIZATION
Rcrwe"Rtaxkpelci'Hgtgut{"QiYeg"Jgc F'gh"Fgrctvogpy'cpf Jgc F'gh"Ugevkgp+

Pcwitcr" Tguqwteg"Eqpugtxcigp'Cigpe{"*DDMUFC+."Tgikgp"7"Rcrwc

Hotguvt{"QhYeg."Uctok'Fkuvtkev

Jgcf'gh"Fgrctvogpy'gh"Pcwict' Tgugwteg'Eqgpugtxcwqgp'Cigpe{."¥qpg"6."Uctok' Fiuvtkev

JgcF'gi'Hgtguvt{"QiYeg."Mgtqo"Fiuvtkev

JgcfghHgtgunt{"QhYeg."Lc{c rwtc"Fhuvtkev

Natural Resources and Environmental Management Agency of Papua Province

Environmental Foundation of Papua

HgwpTfevgp'hgt' Twter"'Eqo owplv{"Fgxgniqrogpv

Pt. PPMA

WWF Indonesia

Civil Society Institute

Business Sector (especially in forestry sector)

Forestry Consultants

Observers of Forestry / Personal

Indigenous People

Assembly of Papuans

Women Working Group

Customs

Security staff

Hgtguv'Uchgv{"QhYegt*URQTE+




MAP OF CORRUPTION RISKS - PAPUA

ACTIVITY CORRUPTION PRACTICES |CORRUPTION THREATS | RATING OVERALL RISK
IMPACT LIKELIHOOD | IMPACT X
(1-5) (1-5) LIKELIHOOD
Passing of Nepotism Weakening forestry law and | 3 3
legislation / rules.
regulation on
forestry
Bribery to pass regulations 3 3 9
that favor certain groups
Abuse of authority to violate 6 7 20
or weaken regulations
Forest zoning Bribery to change the zoning | Undermining forestry 3 3 9
changes of an area to allow logging rankekgu."urcven"rmeppkpi.”
gequ{ugou."tki jvu"gh"
indigenous peoples.
Dtidgt{."pgrqwuox" 7 7 25
Encroachment / expansion
on protected forest areas and
conservation areas
Logging Bribery to refrain from Preferential award of 3 3 9
concessions eqorgwixg"difFfipi."qt'vg" concessions and licences.
award the licence to a
company other than the
‘best’ applicant
Collusion in leaking bidding 3 3 9
kphgtocwgp™okpkowo"dkfu."
difu"gh"quj gt'qrgtcvqtu."gved+
Gzvqtikgp<) I tgcug"rc{ogpwul’ 6 3 12
for issuing legal permits and
documents required for bid
submission
Issuing permits Bribery to community leaders | Logging community land 3 3 9
for small logging to allow logging (co-optation) | against wishes of
cooperatives eqoowpkv{."ykj "tkwng"
eqngevkxg'dgpgYv'qt'gxgp"
with harm
Gzvgtkgp<'hgtuuwkp i "rgtoku” 3 3 9
required for harvest or to
submit routine documents/
reports
Bribery to increase the lllegal logging 3 3 9
annual allowable cut
Forest Bribery to falsify documents Fcvc"eqngevg Fip"vjg'Ygrf 6 7 20
Management and | (EIA) does not match published
Planning (annual data; forest management
allowable cut) and planning may not be
monitored accurately
Logging / Bribery to submit false timber | Over-harvesting (illegal 6 7 20
harvesting kpxgpvgtigu™ygcm'ucorkpi." | xgwogt."cmaykpi”
fraudulent documents) that introduction of logs from
over-estimate legal volumes | illegal sources;
Changes in forest
governance that have been
TgYpgf'd{"jg"iqxgtpogp"
and indigenous people;
Fcvc"ocpkrwcwgp
Procedures not following
technical forestry criteria
(TPTI)




ACTIVITY CORRUPTION PRACTICES |CORRUPTION THREATS OVERALL RISK

IMPACT LIKELIHOOD | IMPACT X

(1-5) (1-5) LIKELIHOOD

Ricppipi." Pgrgwuo."dtidgt{) Over-harvesting (illegal 3 6 12
determination of Xgqwogt."emgykpi”
1qecvkgpu.” introduction of logs from
inventory illegal sources;
Changes in forest
governance that have been
fgYpgf'd{"vjg"igxgtpogp/"
and indigenous people;
Fcvc"ocpkrwcvigp
Procedures not following
technical forestry criteria
(TPTI)
Management Extortion and bribery to Gpxktgpogpverfcocig.” 3 3 9
licence speed up the harvesting logging outside the
permit concession area.
Bribery for permission to lllegal product 3 3 9
allow logging under felling Wood quality decreases
diameter
Bribery to allow lllegal volumes 3 3 9
over-harvesting
Bribery to allow labour Use of illegal labour 3 3 9
vichYemkpi including imported workers;
wpuchg"yqtmpi"eqpFikgpu."
debt bondage
Ignore labour violations 6 6 16
Bribery to allow illegal Use of illegal security forces | 3 3 9
security operations (illegally armed; violating
human rights)
Extortion to employ 6 6 16
government forces as
security
Embezzlement; QhYekcnu'wug"igxgtpogpy" 3 6 12
Eqpblkev'gh“kpvgtguv resources for private
operations
Transport licences | Bribery to issue false permits | Transport of logs without 3 3 9
for illegally sourced or sized proper documents
1qiu."cpfiqtimgicrurgeigu Use of expired licences
Bribery to allow undocumented
transport of logs
Hatigt{."ttcwF."dtidgt{"qt"
collusion in the creation and
issuance of the SKSH
document
Wood processing | Bribery to issue false permits | Use of illegally sourced 3 6 12
wood to keep costs low or
to meet demand when
production capacity
outstrips legal supply;
Use of a tool that does not
comply with the standards
Bribery to issue false permits | Failure to respect contract 3 6 12
terms regarding
infrastructure development
Bribery to ignore contract 3 3 9
terms
Extortion to issue permits
Sale on local Bribery to undervalue timber | Low revenues for
markets communities
Sale / Export Bribery to allow fraudulent Smuggling (black market) 3 3 9

or undocumented shipments
across borders




|OVERALL RISK

IMPACT LIKELIHOOD | IMPACT X
(1-5) (1-5) LIKELIHOOD

ACTIVITY CORRUPTION PRACTICES | CORRUPTION THREATS |RATING

Gzigtikgp."htewf'd{" Ngy"kodgt'rtiegu.\qygt" 12
intermediaries tgxgpwgu'vg'ugekgv{."
development of a black
market
Bribery to undervalue timber | Transfer pricing 12
Bribery to ignore irregularities | (Undervaluation of exports
in pricing to subsidiary in another
country in order to evade
taxes)
Bribery to allow fraudulent llegal export of protected 12
or undocumented export of species
protected species
Annual harvest Bribery to falsify data Wpfgt/tgrqtigf'xgwog." 12
Bribery to refrain from undervaluing production
reporting to other agencies or
to withhold information from
the public
Timber Bribery to fail to check stock | Overestimated use of ‘old 12
consumption volumes stock’ (laundering illegally
(production) sourced wood);
Fraudulent documents
*ejcpikpi'xgwogu."ctgcu”
gh"qtkikp."gved+
Timber revenue Embezzlement of forestry Failure to fully and 12
revenue ceewtcvgi{"tgrqtv'tgxgpwgu."
Bribery to fail to accurately including unpaid/underpaid
record fees paid fees
Bribery to issue payment Excessive credits for fees 9
documents (when and taxes;
underpayment or no payment | ynacknowledged subsidies
was made);
Material/logistical support
offered in exchange for
excess credit on unpaid or
underpaid fees
Bribery to fail to monitor or Economic losses for 9
sanction operators for eqoowplkgu."vez"iquugu.”
violating contractual environmental damage
obligations to communities
Tax evasion Bribery to evade taxes/fees Non-payment of fees (Tax 9
evasion)
Fcvc"ocpkrwicvgp"
(administration of timber)
Bribery to avoid penalties Lack of oversight or 9
sanction for unpaid taxes;
Late transfers of forestry
revenues
Bribery to fail to audit/report | Wpcwfwgf'qthciukYgF” 9
audits;
Failure to report irregularities
Bribery to fail to implement Neglect of Know Your 9
Ypcpeker'tg iwncvkgpu Customer due diligence/
Suspicious Transactions
cpfaujgt'Ypcpekertgrqtipi
Bribery to allow money Money laundering of 9
laundering proceeds from illegal
logging to support political
campaigns
Failure to distribute | Bribery to funnel tax revenue | Failure to distribute tax 20
tax revenue away from appropriate recipient | revenue to the region
Bribery to falsify audits Falsify audits 9




ACTIVITY

CORRUPTION PRACTICES

CORRUPTION THREATS

RATING

IMPACT
(1-5)

LIKELIHOOD
(1-5)

OVERALL RISK

IMPACT X
LIKELIHOOD

Alternative Dtdgt{"vq"cxqkF"Ypcpekcr" Failure to enforce 3 6 12
Remittance regulation regulations on remittance
Systems systems;
Laundering proceeds of
corruption/forestry crime
Investigation kpFwegogpy'ug'giyegtu"yim" Failure to punish operators | 3 3 12
process undertake enforcement that violate regulations (e.qg.
crackdowns on competitors; | fail to penalise or withdraw
Bribery to avoid reporting licences);
infractions or levying Interpretation of law/
sanctions; regulations favourable to
Gzigtigp'gh'iYgrf'gzrgpugul | Certain operators;
for forestry authorities to Failure to enforce internal
conduct monitoring ucpevkgpu'c i ckpuv'ghYekenu"
or agencies that violate
regulations on reporting or
revenue.
Extortion of suspects Failure to investigate 6 20
Collusion in seizure and Timber laundering 37
auction of timber (no public
pauYecwgp"gh'cwewgp."kr'gh"
loggers so no personnel are
cttguvgf."gvelt
Bribery and extortion GxkFgpeg"twigFkpuwielgpy' | 3 7 37
for charges
Investigations dropped
Prosecution / Bribery and extortion Failure to issue indictments; | 3 6 12
issuing indictments Flawed indictments issued
using more lenient statutes
Extortion of accused Manipulation of evidence / 3 7 37
witnesses or court
arguments;
Failure to meet time
fgcfikpgu.'lggretfukpi”
the case (e.g. appeal of
acquittal)
Trial Bribery by suspect Fluokuucn'gh"ecugu="twikpiu" | 3 7 37
Extortion of accused on evidence
Bribery by suspect Judgments in favour of the | 3 7 37
Extortion of accused accused
Bribery by suspect Ucpevigpu'cpf'Ypcpeken' 3 6 12
rgpcmkgu'dgpgYvvjg"
defendant
Extortion of accused 3 7 37




MAP OF CORRUPTION RISKS - ACEH

ACTIVITY

CORRUPT
ACTORS PRACTICE RANKING RISK
IMPACT LIKELIHOOD | IMPACT X
(1-5) (1-5) LIKELIHOOD
1. Ministry of Forestry Accepting bribes to allow the 7 7 a7
use of land.
2."Hgtgunt{"Hkgrf'QiYegtu | Eqorcp{'dtidipi"Ygrf'giVekcu" | 7 7 47
to manipulate business licence
and transportation documents.
3. Private Sector Eqorcp{'dtdipi"Ygrf'giVeicu™ | 7 7 47
to approve reports (annual
Jetxgukpi'mepu."xgwog'cpf”
type of production)
4."Pcugpen'Fgxgiqrogpy” | Private sector bribes to accept | 7 3 37
Planning Agency projects in restricted /
rtavgevgf'ctgcu."glil"
infrastructure programmes.
5. Regional / Local Private sector bribes to accept | 7 1 7
Fgxgngrogpv"Ricppkpi” projects in restricted / protected
Agency ctgcu."g0i("kphtcuvtwevwtg"
programmes.
6. Regional Environmental | Bribes to manipulate 6 3 12
Impact Management information in EIA documents.
Agency
7. National Land Agency Companies bribing the national | 6 2 8
icpfcigpe{"ghYegt'vq'kuuwg"
1cpfigpwtgegtikYecwgpl
8. Parliament / legislature | Accepting bribes from
companies to revoke or
weaken regulations that
eqgpbkev'ykj "rtixcvg'ugevgt” 7 7 a7
interests.
Nepotism to issue permits that
are managed by members of
the legislature or their family.
9."Egpvtcn."Rtgxkpeg."cpf" | Bribery to recommend the 7 7 a7
Fluvtkev'"Elv{" 1 gxgtpogpv | issuance of land concessions.
10. Army / Police Accepting bribes from illegal 3 3 9
logging operators.
11. Court / Prosecutor Bribery to avoid prosecution 7 7 47
of suspects.
12. Aceh Transition Collusion and nepotism in 7 7 47
Committee (KPA) / Ex requests to local authorities
Free Aceh Movement to provide land for plantation
Combatants cevkxivkgu."okpkpi“"cpFhgtguvt{l
13. Indigenous institutions | Accepting bribes to allow 6 6 16
the use of indigenous
communities land.
1. Ministry of Forestry Bribery to issue permits with- 7 7 a7
out following due procedures.
2."Hatguvt{"Hkgrf'QiYegtu Bribery to change the zoning 7 7 a7
of an area to allow logging.
3. Private Sector Bribery to obtain permits 7 7 a7
htqo"ghYekeiul
Regional / Local Bribery and nepotism for the 7 7 47
Environmental Impact manipulation of EIA
Management Agency information to obtain permits.
5. National Land Agency Bribery to issue land 6 2 8
egtiYecvgu'ykjaw'rtqrgt’
cross-sectoral coordination.
6. Parliament / legislature | Bribery to issue 7 6 20

recommendations to the
government to unduly favour
the private sector.




ACTIVITY ACTORS

7. Ministry of Trade and
Industry

CORRUPT
PRACTICE

Bribery to manipulate information
related to licensing (e.g. volume

ghkodgt'rtgfweigp."eqorcp{iu”

production capacity).

RANKING

IMPACT
(1-5)

LIKELIHOOD
(1-5)

RISK

IMPACT X
LIKELIHOOD

12

8. Local Government

Bribery and nepotism to grant
licences that violate the local
spatial plan.

47

9. Ministry of Manpower
and Transmigration

Bribery for give work permits
to foreign parties.

10. Army / Police

Bribery to protect operators
who do not have a valid licence.

1. Ministry of Forestry

Bribery by companies to
obtain payment orders and
tax documents based on data
manipulated by companies in
order to reduce taxes owed to
the state.

20

2."Hatguvt{"Hkgrf'QiYegtu

Dtidkpi"ghYegtu'vg'cxgkFYgrf"
xgtkYecuqpu'gh'j ctxguwkpi"Fevel

16

3. Private Sector

Dtkdgt{"vq"Ygrf'ghYegtu."jg"
raleg"qtvjg'cto{.vg'cmqy"
logging outside authorised
areas and beyond quota.

Bribery to manipulate data on
production and land clearing.

47

4. Regional Environmental
Impact Management
Agency

Bribery to avoid monitoring of
violations of the EIA process.

16

5. Ministry of Trade and
Industry

Management licence illegally
fkuuwgF."g0i0"gxgtgukocupi"
production capacity.

47

6. Local Government

Bribery or nepotism to avoid
monitoring of illegal activities.

47

7. Army / Police

Bribery to allow illegal timber
transportation.

47

8."Fgpqt'1"P 1Q

Dtidgt{"vq"Ygrf'ghVegtu"q"
allow the implementation of
programmes that violate the
forest zoning.

12

9. Indigenous Institutions

Accepting bribes from
companies to allow them to
operate in indigenous forests.

Tgpv'uggmkpi<'eqpvtampi”
indigenous forest resources
for private gain.

16

10. Academics

Bribery to release research
that will allow companies to
obtain licenses more easily.

12

1. Private Sector

Dtidgu'vghatguvt{"ghYekcru'vg"
let companies log outside the
authorised area.

47

2. Regional Environmental
Impact Management
Agency

Bribery by the company to
kpPwgpeg'vj g'eqpvgpv'ah’j g’
report released by the agency.

47

3. Ministry of Trade and
Industry

Bribery to allow companies to
operate after their business
license has expired.

47

4. Indigenous Institutions

Tgpv'uggmkpi<vtc Fikgper”
leaders exploiting indigenous
forest resources for private gain.

16

5."EgtwYecuqp'DaF{

Bribery and collusion to issue
egtiYecugp"yhjow igkpi
vjtowi j'vj g'xgtiYecugp"rtgeguut

12




ACTIVITY

ACTORS

1. Ministry of Forestry

CORRUPT
PRACTICE

Collusion with other institutions
to issue regulations that
protect illegal practices.

RANKING

IMPACT
(1-5)
-

LIKELIHOOD
(1-5)

RISK

IMPACT X
LIKELIHOOD

47

2."Hatguvt{"HkgrF'QhYegt

Increasing bureaucracy in
vjg'Ygrf'vjcv'igpgtevg dtidkpi”
opportunities.

20

3. Private Sector

Dtidgt{"vq"Ygrf"qhYegtu"vq"cxqgkf"
having to pay compensations
and taxes.

16

4. Regional Environmental
Impact Management
Agency

Bribery to not implement the
EIA process in accordance to
the laws and regulations.

12

5. Legislative / Parliament

Bribery to produce regulations
that contradict existing
regulation (also linked with
rent seeking).

16

6."Fgrctvogpv'gh"Vtcfg"
and Industry

Bribery. No prosecution for
violation of the department’s
rules.

a7

7. Local Government

Convoluted bureaucracy in
1qeci'c Fokpkuvtcvkgpu.”
generating bribery.

20

8. Army / Police

Accepting bribes from the
perpetrators of forest crimes in
order to avoid prosecution.

a7

9. Court / Prosecutor

Extortion related to the forestry
Iwfielci'ocYcl

a7

10. Media

Bribery to avoid independent
pgyu'egxgtcig'cpfipPwgpeg"
the legal process.

11. Aceh Transition
Committee (KPA) / Ex
Free Aceh Movement
Combatants

Bribery to facilitate the
issuance of concession
permits by the government
and legislature.

a7

1. Banking Sector

Facilitating the process of
money laundering.

20

2. Local Government

Provide recommendations to
create regulations that provide
opportunities for money
laundering.

37

3. Court / prosecutor

Bribery to avoid prosecution of
money laundering crimes.

a7

1. Ministry of Forestry

Low access to regulations and
feve."tgfwelkpi'vj g"rquukdinv{"
of control by the public and
civil society.

37

2."Hgtguvt{"Hkgrf"QhYegt

Bribery to not disclose
information to the public and
cover violations committed by
companies.

a7

3. Private Sector

Bribery to investigators to
pav'rwdikekug"YpFpiu'kp'jg"
Ygrf'uj cv'ctgkpeqpukuvgpy'yhj "
the reports provided by the
company.

a7

4. Local Government

Rent seeking / cronyism to
develop public information
rtgitcooguvjcv'dgpgYv'vjg"
company and its business
relationships.

20

5. Regional Environmental
Impact Management
Agency

Bribery to not disclose
information about the

implementation of the
agency’s programme.




CORRUPT
PRACTICE

ACTIVITY ACTORS RANKING

IMPACT LIKELIHOOD | IMPACT X
) (1-5) LIKELIHOOD

6. Army / Police Bribery to manipulate the
investigation report in the

interest of the company.

7. Court / Prosecutor Bribery to manipulate the 7 7 47
investigation report in the
interest of the company.

8. Media Bribery to publish inaccurate 6 3 12
information.
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