
Sustainable and Inclusive Energy Program (Subprogram 2) (RRP INO 49043-002) 

ENVIRONMENTAL AND SOCIAL IMPACT ASSESSMENT OF THE POLICY MATRIX 
 

A. Introduction 
 
1. The Sustainable and Inclusive Energy Program supports the Government of Indonesia’s 
efforts to improve the performance of its energy sector through the establishment of long-overdue 
reform measures. The outcome will be increased supply from sustainable and more accessible 
energy options. The structure of the program – which is being carried out over a 5-year period in 
three subprograms—is closely aligned with the government’s National Medium-Term 
Development Plan for 2015–2019 and the Asian Development Bank’s (ADB) Country Partnership 
Strategy (2016–2019). Subprogram 2 continues the government’s reform trajectory begun under 
subprogram 1 of the programmatic approach which was approved in September 2015.  
  
2. The program is also designed to support the State Electricity Corporation’s recently 
released Electricity Power Supply Business Plan (RUPTL), 2017–2026. To achieve the ambitious 
electrification targets in the RUPTL and to address the funding gap that is identified in the RUPTL, 
there is a need for policy intervention as well as support in the implementation arrangements.  
 
3. The program assistance to be provided through the agreed policy matrix has been 
categorized as “B” for environmental safeguards and “C” for involuntary resettlement and 
indigenous peoples (IP).  
 
4. The program is divided into 3 subprograms. The implementation periods are June 2013–
September 2015 for subprogram 1; October 2015–June 2017 for subprogram 2; and July 2017–
September 2019 for subprogram 3. The Environmental and Social Assessment Policy Matrix 
covers policy actions in subprogram 2.  
 
B. Description of Policy Interventions 
 
5. The policy matrix of the program is divided into three reform areas as below. The 
objectives of each area are described below: 
 
6. Pillar 1: Fiscal sustainability and sector governance improved. The activities of this 
output support government efforts to (i) continue the transition to cost-reflective tariffs for 
electricity, and (ii) further improve the State Electricity Corporation’s financial and service delivery 
performance. 
 
7. Pillar 2: Private participation in power and gas markets enabled. The activities of this 
output support government efforts for (i) planning, financing and the delivery of projects in the 
energy sector; and (ii) promoting domestic gas production and an increase in the delivery of gas 
into the domestic market, in part through greater private sector involvement.  
 
8. Pillar 3: Regulatory environment for increased access to clean energy options 
improved. Activities under Output 3 aim to help the government (i) expand geothermal energy 
generation, (ii) increase support for other renewable energy sources, (iii) expand access to 
electricity, (iv) improve standards and policies for energy efficiency measures, and (iv) minimize 
the environmental impacts from the energy sector. 
 
 
 
 

http://www.adb.org/Documents/RRPs/?id=49043-002-3


2 

C. Environmental Assessment of Policy Intervention 
 

9. The program has initiated the process of developing policy reforms that will increase the 
supply of cleaner energy options (e.g. natural gas and renewable energy sources) within the 
Indonesian economy, increase efficiency of energy use in the country, and increase access to 
sustainable sources of energy among the country’s poor and vulnerable who currently use 
traditional forms of energy that are more environmentally harmful and cause related health 
impacts. For example, the program will support Indonesia’s efforts in reducing greenhouse gas 
emissions, as stipulated in the country’s Intended Nationally Determined Contribution discussed 
at the Paris climate change convention in December 2015. Indonesia’s emissions from the power 
sector are expected to grow 4.5-fold from 227 metric tonne carbon dioxide equivalent (Mt-CO2e) 
in 2010 to 1,011 Mt-CO2e in 2030 due to strong demand growth and an increasing dependence 
on coal. However, there are several opportunities to abate as much as 350 Mt-CO2e in 2030 
through increased penetration of clean and renewable energy sources, and requiring improved 
environmental standards for coal-fired power plants.1 The program will directly and indirectly 
contribute to the above-mentioned abatement opportunities. As such, overall, the program is 
expected to have positive environmental impacts. 
 
10. Under subprogram 1, mitigation measures were identified for two policy reforms: (i) 
accessing conservation forest areas for geothermal activity, and (ii) permitting for carbon capture 
and storage (CCS) and carbon capture and utilization (CCUS) projects. In preparing the 
programmatic approach and subprogram 1, it was determined that the declassification of 
geothermal as mining operations may, absent clear guidelines and restrictions, lead to expansion 
of the geothermal sector into select conservation forests, which was previously prohibited.  
Additionally, the development of CCS and CCUS, which will lead to reduced greenhouse gas 
emissions, may, absent clear guidelines and restrictions, lead to adverse impacts on local 
populations and environment. In subprogram 2, ADB supported the Government to develop a 
regulation that specifies the process of environmental permitting of geothermal projects in three 
types of conservation forests, which is in line with existing environmental and forestry regulation 
on permitting process for accessing production and protected forests. See Appendix 1 for details 
of the current framework under which geothermal activities can be undertaken in forest areas. 
Under subprogram 3, ADB in collaboration with the World Bank will assist the government to 
undertake a gap analysis of national procedures and guidelines for evaluating activities in critical 
habitats and in areas with endangered species, in relation to global best practice, and develop 
appropriate additional guidelines and requirements. These would be included as mitigation 
actions to be completed under subprogram 3. ADB also supported the Government in establishing 
a CCS and CCUS national center of excellence. Under the auspices of the CCS and CCUS 
national center of excellence, in subprogram 3, ADB will assist the government in reviewing and 
revising the relevant laws, regulations and guidelines related to CCS and CCUS in order to 
establish the basis for environmental permitting of CCS and CCUS projects and appropriate 
guidelines.  
 
11. As the program is focused on supporting policy actions, it is not directly linked to specific 
infrastructure projects, nor project-related environmental and social impacts. In Indonesia, energy 
sector projects funded by public or private funds are subject to environmental and social due-
diligence and country safeguard requirements, as appropriate. Similarly, any projects funded by 
ADB or other international financial institutions are subject to the requirements of those institutions 
as well. The anticipated, indirect impacts of the policy program, and the requisite mitigation 
measures, if necessary, are summarized in the table below. 

                                                           
1 JICA. 2014. Updating Indonesia’s Greenhouse Gas Abatement Cost Curve. Jakarta. 



3 
 

 
D. Social Assessment of Policy Intervention 
 
12. The policy actions of the program support country-wide reform measures. As there is no 
direct financing for projects or any types of civil works under the program, the program will not 
involve any involuntary land acquisition. IPs are neither targeted nor excluded from the program, 
and positive and negative impacts on IPs are not significant. The program neither affects the 
dignity, human rights, livelihood systems, or culture of IPs nor affects the territories or natural or 
cultural resources that IPs own, use, occupy, or claim as an ancestral domain or asset. 
 
13. The program’s impact will be a more sustainable and inclusive energy sector in Indonesia. 
The outcome will be increased supply from sustainable and more accessible energy options. 
Households will benefit from the program in that improved access to energy sources, including 
electricity, will improve the health, education and overall economic situation of households. The 
policy actions will not have direct impact on vulnerable groups. However, the result of policy 
reform under the program may benefit vulnerable groups in that they will have access to cleaner 
and more affordable energy sources.  
  
E. Environmental and Social Management 

 
14. The program supports regulation aimed at increasing investment in the energy sector. 
Over time, this will lead to the development of infrastructure projects (e.g. power plants, electricity 
and gas transmission and distribution infrastructure), many of which may result in direct, indirect, 
cumulative and induced adverse environmental impacts, involuntary resettlement impact, and/or 
impact on IPs. Since any resulting impacts are specific, project-level impacts, these would be 
evaluated during feasibility studies. Any subsequent ADB financing for project investments would 
be dealt with separately, and subject to all of ADB’s requirements, particularly with regard to 
environmental and social safeguards.  
 
15. The matrix provides a detailed assessment of the environmental and social impact of each 
of the program’s policy actions for subprogram 2, as well as suggested mitigation measures for 
any potential indirect negative environmental and/or social impacts. 
 
F. Conclusion 
 
16. In general, the program’s policy intervention will bring about changes that will have a 
positive impact on the environment. In specific cases, in the absence of appropriate guidelines 
and measures which are to be applied at the program or project level, some of the policy actions 
may lead to indirect negative impact on the environment, involuntary settlement and indigenous 
people. The screening process carried out in this assessment has identified such actions. The 
majority of negative environmental impacts will be dealt with through project-level environmental 
assessment in accordance with existing environmental laws and regulations. However, policy 
level mitigation measures are recommended for subprogram 2 policy actions 11 and 18 listed in 
the matrix. These measures, as specified below, have been incorporated in the policy matrix as 
policy actions under subprogram 3 as the following: 
 

i) Policy action 12: The Government develops guidelines and requirements for use 
of certain types of forest areas for geothermal power development activities. 

 
ii) Policy action 20: MEMR establishes the legal basis for environmental permitting 

and impact assessment guidelines of CCS and CCUS projects in Indonesia.  
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Environmental and Social Assessment of Policy Matrix 

Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

Pillar 1:  Fiscal sustainability and sector governance improved. 

1.1. Adoption of cost-
reflective tariffs for 
electricity 
 
 

1. MEMR (i) implemented a 
multi-year tariff policy with 
automatic indexation of tariffs 
for industrial, business, and 
household consumers in an 
effort to move towards cost 
recovery; (ii) established 
criteria by which the poor and 
vulnerable households can 
qualify for subsidy;b and (iii) 
established a grievance 
redress mechanism. (Permen 
ESDM 28/2016, Permen 
ESDM 29/2016, Permen 
ESDM 18/2017) 

Continued tariff indexation and 
means-testing of household eligibility 
for electricity subsidy will result in 
higher electricity prices for 
approximately 20 million consumers, 
which will result in lower electricity 
demand and reduced emissions from 
power generation.  
 
This policy action does not directly or 
indirectly encourage the development 
of new energy infrastructure. 
Therefore, minimal direct, indirect, 
cumulative or induced adverse 
environmental impact is anticipated. 
 

The policy action does not 
involve any types of civil 
works. Indigenous peoples 
are neither targeted nor 
excluded from the program. 
Therefore, no social impact 
is anticipated. 
 
 

NA 
 
 

1.2. Improved financial and 
service delivery 
performance by SOEs in 
the energy sector 
 
 

2. MEMR established reporting 
requirements for electricity 
business licensees, including 
PLN, on their operating 
assets. (Permen ESDM 
10/2016) 

This policy action does not directly or 
indirectly encourage the development 
of new energy infrastructure. 
Therefore, minimal direct, indirect, 
cumulative or induced adverse 
environmental impact is anticipated. 
 
Reporting requirements for new power 
plants may lead to benchmarks for 
minimum heat rates and other 
technical standards that will lead to 
improved plant efficiency and 
therefore lower emissions, resulting in 
a positive environmental impact. 
 

Same as above. NA  
 
 
 
 

3. MEMR established new 
service standards for PLN 
regarding provision of 
household connections and 
reliability of service. (Permen 
ESDM 8/2016) 

This regulation establishes metrics 
and associated standards for items 
such as waiting times for connection 
requests, service quality, dispute 
resolution, etc.  
 

Same as above. NA 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

This policy action does not directly or 
indirectly encourage the development 
of new energy infrastructure. 
Therefore, minimal direct, indirect, 
cumulative or induced adverse 
environmental impact is anticipated. 
 

Pillar 2:  Private participation in power and gas markets enabled. 

2.1. Planning, financing, 
and the delivery of projects 
in the energy sector 
accelerated. 
 

 
 
 

4. The government expedited the 
licensing process by including 
selected electricity 
businesses, such as power 
plants, transmission projects 
and certain types of 
downstream oil and gas 
projects, in the 3-hour 
licensing process. (Permen 
ESDM 15/2016, Permen 
ESDM No.13/2017) 

The policy action will reduce steps 
and time required to obtain business 
licenses for IPPs and electricity 
projects. It does not cover 
environmental permitting issues.  
 
The policy action does not directly 
influence the scale, nature or location 
of new energy infrastructure thus 
potential adverse environmental 
impacts can be assessed and 
mitigated at program or project level.  
Either EIA or UKL/UPL document 
(depending on the location of the 
project and the scale of its related 
component) is required for all new 
power plants, transmission projects 
and selected types of gas projects 
under existing government laws and 
regulations. Assessment of project-
level impacts and mitigation measures 
will be carried out as per these 
existing laws and regulations. The 
screening standards and 
environmental and social due-
diligence standards and safeguards 
(e.g. EIA, other requirements) that are 
in place continue to apply.   
 

The policy action does not 
involve any types of civil 
works. Indigenous peoples 
are neither targeted nor 
excluded from the program. 
Therefore, no social impact 
is anticipated. 

NA 

5. The government established 
an expanded financing 
guarantees program including 

The policy action will indirectly 
encourage the development of 
electricity infrastructure projects by 

Same as above. NA 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

(i) credit guarantees for PLN’s 
EPC contracts, estimated at 
Rp350 Trillion, and (ii) 
investment guarantees to 
private power projects. (MOF 
Regulation 130/PMK.08/2016) 

providing financial guarantees for 
projects that may otherwise may not 
be able to proceed due to lack of 
financing.  
 
The government does include 
requirements to adhere to national 
environmental standards and 
procedures as part of provision of the 
guarantees. Either EIA or UKL/UPL 
document (depending on the location 
of the project and the scale of its 
related component) is required for all 
new electricity infrastructure projects 
under existing government laws and 
regulations. Assessment of project-
level impacts and mitigation measures 
will be carried out as per these 
existing laws and regulations. 

 

2.2. Increased domestic 
gas production and 
increased delivery of gas 
into the domestic market, 
including through greater 
private sector involvement, 
promoted. 
 
 

6. The government issued more 
flexible fiscal terms for gas 
exploration of unconventional 
resources which allows 
contractors to choose between 
three types of production 
sharing contract modalities. 
(Permen ESDM 38/2015) 

 
 

 

The policy action will indirectly 
encourage increased exploration and 
production of domestic gas from 
unconventional resources (e.g. coal 
bed methane and shale resources) by 
offering a choice in production sharing 
contracting modality. The policy action 
does not however directly influence 
the scale, nature or location of these 
gas exploration projects. Therefore, 
adverse environmental impacts are to 
be assessed and mitigated at the 
program or project level. Either EIA or 
UKL/UPL document (depending on 
the location of the project and the 
scale of its related component) is 
required for all new gas exploration 
and production projects, including 
those that exploit unconventional 
resources, under existing government 
laws and regulations. Assessment of 

Same as above. NA 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

project-level impacts and mitigation 
measures will be carried out as per 
these existing laws and regulations. 
 
This action may lead to gas displacing 
diesel or coal in the power sector, 
especially in eastern Indonesia, 
resulting in a positive environmental 
impact from a reduction in CO2 
emissions. 
 

7. Following the establishment of 
procedures for determining the 
future ownership of expiring 
PSCs, MEMR allows pre-
financing of production 
activities by a new owner of a 
PSC during the transition 
process. (Permen ESDM 
30/2016) 

Pre-financing of production activities 
during extension or change of PSCs 
(contracts under which oil and gas 
resources are developed) will ensure 
that existing production activities 
continue uninterrupted. This policy 
action does not directly or indirectly 
encourage the development of new 
energy infrastructure. Therefore, no 
direct, indirect, cumulative or induced 
adverse environmental impact is 
anticipated. 

  

Same as above. NA 

8. MEMR issued an updated Gas 
Infrastructure Masterplan, and 
an updated Gas Supply and 
Demand Balance (Both 
documents issued November 
2015) 

The gas master plan provides the 
development plan for pipelines, 
storage units, mid-stream 
infrastructure, and retail infrastructure 
at the strategic level, and the Gas 
supply and demand balance provides 
strategic direction for development of 
regional and intra-regional gas 
markets.  
 
The gas master plan does not directly 
influence the scale, nature or location 
of these gas projects, thus any 
environmental impact can be 
assessed and mitigated at program or 
project level.    
 

Same as above. NA 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

Either EIA or UKL/UPL document 
(depending on the location of the 
project and the scale of its related 
component) is required for all new gas 
exploration and production projects 
under existing government laws and 
regulations. Assessment of project-
level impacts and mitigation measures 
will be carried out as per the existing 
laws and regulations. 
 
Since gas displaces coal and 
petroleum fuels, to the extent the 
Masterplan and Gas Balance facilitate 
greater gas production and improved 
allocation, it will provide positive 
environmental benefits. 

Pillar 3:  Regulatory environment for increased access to clean energy options improved. 

3.1. The scale up of 
geothermal energy-based 
power generation enabled. 
 
 

9. MEMR (i) established a 
process for tendering of 
geothermal concessions, and 
(ii) included provisions for 
improvement of resource data 
in advance of tendering. 
(Peraturan Pemerintah (GR) 
No. 7/2017) 

 

This action will facilitate more effective 
tendering of geothermal concessions.   
 
In the absence of adequate 
environmental safeguards, these 
geothermal projects may have an 
adverse environmental impact.  
Improving the tendering process may 
indirectly encourage such 
development to proceed but the policy 
action does not directly influence the 
scale, nature or location of geothermal 
projects thus adverse environmental 
impacts can be assessed and 
mitigated at program or project level.  
Either EIA or UKL/UPL document 
(depending on the location of the 
project and the scale of its related 
component) is required for all new 
geothermal projects under existing 
government laws and regulations. 
Assessment of project-level impacts 

The policy action does not 
involve any types of civil 
works. Indigenous Peoples 
are neither targeted nor 
excluded from the program. 
Therefore, no social impact 
is anticipated. 
 
 

NA 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

and mitigation measures will be 
carried out as per these existing laws 
and regulations. 
 

10. Government required private 
concessionaires to share a 
portion of their gross revenue 
from geothermal projects to 
local governments in the form 
of production bonus 
(Peraturan Pemerintah (GR) 
28/2016) 

 

To the extent that these payments will 
incentivize local government to 
support geothermal activities. As there 
is adequate separation between 
government departments at the local, 
regional and central levels, involved in 
environmental permitting and those 
receiving payments from geothermal 
development (local governments), this 
revenue sharing mechanism should 
not directly influence the scale, nature 
or location of geothermal projects. 
Assessment of project-level impacts 
and mitigation measures will be 
carried out as per these existing laws 
and regulations. 

 

The policy action does not 
involve any types of civil 
works. Indigenous Peoples 
are neither targeted nor 
excluded from the program. 
Therefore, no social impact 
is anticipated. 
 
This policy action is 
expected to provide a 
positive impact to local 
communities, which may 
include indigenous peoples, 
as the regulation stipulates 
that regional governments 
should prioritize the 
utilization of the production 
bonus for the people who 
live closest to the project or 
who are most affected by the 
project. 

NA 

11. MOEF established a process 
for geothermal projects to 
access select types of 
conservation forest areas, 
which are in line with existing 
environmental and forestry 
regulations. (Permen LHK 
46/2016) 

 

There are six categories of 
conservation forests in Indonesia: 
Strict Nature Reserve (Cagar Alam), 
Wildlife Sanctuary (Suaka 
Margasatwa), Game Hunting Park 
(Taman Buru), Nature Recreational 
Park (Taman Wisata Alam), National 
Park (Taman Nasional), and Grand 
Forest Park (Taman Hutan Raya).   
 
The prior forestry regulations had 
classified geothermal development as 
"mining" and therefore it was 
prohibited to develop any geothermal 
projects in conservation forests. 
However, 60% of Indonesia’s 

Depending on the location of 
geothermal projects, there 
may be some impact on 
resettlements and/or 
Indigenous Peoples.  
 
Assessment of project-level 
impacts and mitigation 
measures will be carried out 
as per the laws and 
regulations. 
 

Subprogram 3 to 
include policy 
action for MOEF 
to:  
 
The Government 
develops 
guidelines and 
requirements for 
use of certain 
types of forest 
areas for 
geothermal power 
development 
activities. 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

geothermal resources are in 
conservation forests.   
 
Following the issuance of the 
Geothermal Law 2014, which 
declassified geothermal as a “mining” 
activity, and issuance of Government 
Regulation 28 which allowed 
geothermal activity in some forest 
conservation areas, the regulation 
LHK 46/2016 provide a detailed 
process and requirements which a 
geothermal project developer may 
apply for use of conservation forest 
area.  
 
Geothermal activities can be 
undertaken in only three of the 6 
forest conservation type areas, 
namely, (Nature Recreational Park 
(Taman Wisata Alam), National Park 
(Taman Nasional), and Grand Forest 
Park (Taman Hutan Raya), on the 
basis of IPJLPB. The regulation lays 
out a rigorous process for IPJLPB 
application and approval. Selected 
key points are as follows: 

1. All development activities, 
starting with preliminary surveys, 
require a permit. For preliminary 
surveys, this is a conservation 
area entry permit (surat izin 
masuk kawasan konservasi, 
Simaksi) and for exploration, 
development and production an 
IPJLPB is required. 
2. The IPJLPB can be granted 
only for closed loop systems, e.g. 
all brine or steam produced must 
be re-injected. 
3. The decision to grant an 
IPJLPB must pass through 

This will involve 
the following: 
 
(i) undertake a 
gap analysis with 
respect to 
equivalence and 
acceptability of 
current practice 
country safeguard 
systems for EIA 
and environmental 
permitting of 
geothermal 
projects in 
conservation 
forest consistent 
with good 
international 
practice and SPS 
requirements for 
biodiversity and 
projects in natural 
and critical 
habitat. 
 
(ii) develop 
guidance to 
ensure EIA and 
environmental 
permitting of 
geothermal 
projects in 
conservation 
forest to address 
identified gaps 
including criteria 
that specify that 
geothermal 
preliminary 
surveys, 
exploration and 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

several layers of government, 
ultimately requiring approval from 
the Minister of Environment and 
Forestry. 
4. Among the conditions for 
issuing an IPJLPB is the 
requirement for an Environmental 
Permit. This permit is issued 
based on review of the 
environmental impact assessment 
(AMDAL or UKL/UPL, depending 
on size of the project), which is 
required.  

Art. 13(3) stipulates that among other 
factors, the technical review must 
consider whether the activities 
planned under the IPJLPB have been 
harmonized with optimizing the 
management of the conservation 
areas. This would be based on the 
results of the environmental impact 
assessment. 
 
While the regulation requires that an 
environmental permit (AMDAL) must 
be obtained before exploration and 
utilization licenses are given, the 
requirements for use of critical 
habitats or considerations for 
protection of endangered species are 
not considered to be adequate relative 
to global best practice or the 
standards of international lenders 
(e.g. ADB SPS or IFC standards)  
 
To mitigate the impacts of this policy 
action, gaps in existing environmental 
laws and regulations need to be 
addressed through updated or new 
environmental safeguards regulations 
and guidance to ensure irreversible 
significant ecological impacts from 

utilization in 
conservation 
forests must be 
restricted to 
already degraded 
or non-forested 
areas, and that no 
activity can take 
place in a primary 
forest or critical 
habitat unless it is 
demonstrated 
through ecological 
surveys and 
studies (a) there 
will be no 
measurable 
adverse impact, of 
likelihood of such, 
on the habitat that 
could impairment 
of its high 
biodiversity value 
or ability to 
function, (b) not 
anticipated to lead 
to a reduction in 
the population of 
internationally or 
nationally 
endangered or 
critically 
endangered 
species, (c) not 
anticipated to lead 
to a loss in area of 
habitat such that 
the persistence or 
a viable and 
representative 
host ecosystem is 
compromised, and 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

future geothermal projects in, at 
minimum, conservation forests which 
are facilitated by this policy action are 
avoided unless stringent conditions 
can be met.   
 
ADB will support the government to 
make these amendments through TA, 
and they will need to be in place prior 
to the approval of subprogram 3. 
 
Geothermal power generation is clean 
in terms of air, water and greenhouse 
gas emissions; relative to traditional 
fossil-fueled power plants that it 
replaces.  

(d) any lesser 
impacts are 
mitigated to 
ensure no net loss 
of biodiversity.    
 
Guidance should 
include details of 
ecological surveys 
and studies 
needed to 
determine if these 
requirements are 
met with the 
burden of proof on 
the developer.   
 
Capacity building 
for government 
will need to be 
provided to ensure 
that they have the 
capacity to 
adequately review 
and determine if a 
permit or license 
should be granted 
and to adequately 
enforce 
environment 
safeguard 
requirements 
particularly with 
respect to 
controlling 
induced impacts.              
 
Government will 
then need to 
ensure 
geothermal 
infrastructure 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

follows existing 
environmental 
laws and 
regulations and 
the new 
geothermal 
environmental 
safeguards laws, 
regulations and 
guidance and 
provision for 
monitoring the 
impact of this 
policy action on 
conservation 
forests should be 
allowed.   
 
The World Bank 
has already 
initiated technical 
assistance with 
MEMR and MOEF 
to address the 
above 
requirements. 
ADB will 
collaborate with 
the World Bank’s 
effort under SIEP 
to ensure that 
SPS requirements 
are met. 

3.2. Support for other 
renewable energy-based 
power generation sources 
expanded. 
  

12. MEMR required PLN to 
purchase power from a variety 
of renewable energy 
resources, including wind and 
solar, and provided guidelines 
on pricing, and procurement 
strategies. (Permen ESDM 
12/2017) 

The policy action does not directly 
influence the scale, nature or location 
of these projects thus adverse 
environmental impacts can be 
assessed and mitigated at program or 
project level. Either EIA or UKL/UPL 
document (depending on the location 
of the project and the scale of its 
related component) is required for all 

The policy action does not 
involve any types of civil 
works. Indigenous Peoples 
are neither targeted nor 
excluded from the program. 
Therefore, no social impact 
is anticipated. 

 
 

NA 
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Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 

Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

solar, biomass and biogas projects 
under existing government laws and 
regulations. Assessment of project-
level impacts and mitigation measures 
will be carried out as per these 
existing laws and regulations. 
This action would lead to renewable 
energy displacing diesel or coal in the 
power sector, resulting in a positive 
environmental impact from a reduction 
in CO2 emissions. 

 
 

 

3.3. Institutional, planning 
and budgeting framework 
for scaling up electricity 
access through increased 
use of renewable energy 
and mini-grids and off-grid 
approaches established. 
 

13. The government improved the 
planning and delivery of its 
national rural electrification 
program (including expanding 
electrification in Eastern 
Indonesia) by: (i) requiring 
PLN to expand its rural 
electrification efforts during 
2017–2019 through the 
Program Listrik Desa (Village 
Electricity Program) and 2510 
Villages Program, and (ii), 
establishing the basis for 
private sector entities to 
operate electricity supply 
businesses in underserved 
areas. (National Electricity 
Procurement Business Plan, 
RUPTL 2017–2026 - issued 
as Kepmen ESDM 
1415K/20/MEM/2017; Permen 
ESDM 38/2016)   

The national rural electrification 
program will support programs aimed 
at increasing the extent of sub 
transmission lines, distribution lines 
and household meters, and in some 
cases, off-grid solutions, and will 
result in supply of electricity to 
households that currently do not have 
access. Increased electrification may 
indirectly increase demand for 
electricity and thus emissions 
associated with electricity generation 
since fossil fuel is currently the main 
source of energy in Indonesia.  The 
program stipulates that use of 
renewable energy be optimized. 
 
Assessment of project-level impacts 
and mitigation measures will be 
carried out in advance, as per these 
existing laws and regulations. 
 
ADB is assisting PLN to prepare least-
cost electrification plans for several 
provinces in Eastern Indonesia, using 
a GIS-based decision support system 
that allows for exclusion of 
environmentally sensitive areas, and 
optimizing between on-grid and off-
grid approaches to electrification, and 

The policy action does not 
involve any types of civil 
works. Indigenous Peoples 
are neither targeted nor 
excluded from the program. 
Therefore, no social impact 
is anticipated. 
 
 

NA 
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Social Impact (Involuntary 
Resettlement / Indigenous 

People) 

Policy Level 
Mitigation 
Measures 

maximizing the use of renewable 
energy.  
 

14. MEMR established technical 
guidelines for small scale 
energy projects that are 
implemented by local 
governments using fiscal 
transfer through DAK (Permen 
ESDM 3/2017) 

By establishing technical standards 
and specifications (e.g. quality of 
materials, unit costs) for new 
renewable energy projects (small-
scale micro-hydro, solar and biogas 
power plants), this promotes the 
development of high quality 
renewable energy projects that will 
continue to displace fossil fuels over 
their design life. This policy action will 
result in reduction of CO2 emission, 

which is a positive environmental 
impact. 
 
Assessment of project-level impacts 
and mitigation measures will be 
carried out in advance, as per these 
existing laws and regulations. 
 

Same as above. NA 

3.4. Improved policies and 
standards for energy 
efficiency established 
 
 

15. MEMR prepared draft 
regulation on additional MEPS 
for at least 2 electric 
appliances. (Draft Permen 
ESDM on electric motors and 
refrigerators) 

This regulation will improve the 
efficiency of motors and refrigerators 
and result in less fossil fuel 
consumption. The policy action will 
result in reduction of CO2 emission, 
which is a positive impact on the 
environment.  
 
The policy action does not directly 
induce the disposal of old electric 
appliances which is left to the market.  
It adds an additional layer of 
environmental safeguards by 
specifying performance standards 
which do not currently exist.   
 

The policy action does not 
involve any types of civil 
works. Indigenous Peoples 
are neither targeted nor 
excluded from the program. 
Therefore, no social impact 
is anticipated. 

NA 
 

 

16. MEMR implemented a 
nationwide energy efficient 
street lighting program 

Funding for street light efficiency 
programs will directly improve the 
efficiency of street lights and result in 

Same as above. NA 
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covering 73 cities. (MEMR 
budget for 2016) 

 

less fossil fuel consumption. The 
policy action will result in reduction of 
CO2 emission, which is a positive 
impact on the environment. 
 
Given that this program is focused on 
retrofitting of lamps, and the adequacy 
of environmental safeguard laws and 
regulations and available waste 
disposal facilities, negative impacts 
will be minimal. 
  

17. MEMR introduced the basis 
for establishment of usaha 
jasa konservasi energi - 
ESCOs - and use of energy 
savings performance 
contracts. (Permen ESDM 
14/2016) 

 

This will facilitate the registration and 
expansion of ESCO businesses, 
which will lead to energy efficiency 
gains and associated avoided 
generation.  
 
It is an anticipated that the action will 
have a positive indirect environmental 
impact, which will be reduction of CO2 
emissions through retrofits carried out 
as a result of ESCO services.   
Either EIA or UKL/UPL document is 
required for all energy retrofit projects 
under existing government laws and 
regulations. Assessment of project-
level impacts and mitigation measures 
will be carried out in advance, as per 
these existing laws and regulations. 
 

The policy action does not 
involve any types of civil 
works. Indigenous Peoples 
are neither targeted nor 
excluded from the program. 
Therefore, no social impact 
is anticipated. 

NA 

3.5 Environmental impacts 
of the energy sector 
minimized.  
 
 

18. MEMR established a CCS and 
CCUS national center of 
excellence. (Surat Keputusan 
DG Oil and Gas 
0201.K/10/DJM.T/2017 and 
Surat Keputsan DG Oil and 
Gas 0202.K/10/DJM.T/2017) 

 

 
 

The CCS and CCUS center of 
excellence aims to assist in the 
development of CCS and CCUS 
capability and pilot projects in 
Indonesia, and the development of 
CCS and CCUS specific 
environmental safeguards laws, 
regulations or guidelines, as they 
currently do not exist.  
 

The policy action does not 
involve any types of civil 
works. Indigenous Peoples 
are neither targeted nor 
excluded from the program. 
Therefore, no social impact 
is anticipated. 
 
 
 

Subprogram 3 to 
include policy 
action for MEMR 
to: 
 
(i) establish the 
basis for 
environmental 
permitting and 
impact 
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ADB will support the government to 
develop CCS and CCUS-specific 
regulations and guidelines, through its 
technical assistance to the CCS and 
CCUS Center of Excellence.  
 
A CCS and CCUS center of 
excellence will promote the capture of 
greenhouse gas emissions, and 
therefore is a positive environmental 
impact in terms of climate change.  
 
 
 
 

 

 
 

 

assessment 
guidelines of CCS 
and CCUS 
projects in 
Indonesia.  
 
This will include 
the following: 
 
These 
environmental 
safeguard laws, 
regulations and 
guidance should 
include details of 
requirements for 
hydrogeological 
baseline and risk 
assessment 
studies etc.            
 
Government will 
then ensure CCS 
and CCUS 
infrastructure 
follows existing 
environmental 
laws and 
regulations and 
the new CCS and 
CCUS 
environmental 
safeguards laws, 
regulations and 
guidance.   
 

19. MOEF established an 
emissions standard for WTE 
projects. (Permen LKH No. 
P.70/2016) 

WTE projects can have a positive 
environmental impact. They harness 
the energy in waste that would 
otherwise be disposed of, reducing 
the amount of waste sent to landfill 

Depending on the location of 
WTE facilities, there may be 
some impact on 
resettlements and/or 
indigenous peoples. 
 

NA 



18 

Policy Outputs Policy Actions (Subprogram 2) Environmental Impact 
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and offering an alternative to fossil 
fuel.   
 
The policy action does not induce the 
development of new WTE projects.  It 
adds an additional layer of 
environmental safeguards by 
specifying emission standards for 
WTE projects which do not currently 
exist. The emission standards 
contemplated under this policy action 
therefore represent a positive 
environmental impact.  Emissions 
from WTE projects depend on the 
specific waste composition and the 
presence and effectiveness of 
pollution control systems. The 
emission standards specified cover 
the key pollutants (CO, NOX, SO2, 
HCl, HF, dioxins/furans, and heavy 
metals). Numerical standards are 
generally consistent with good 
international practice.   
 
Assessment of project-level impacts 
and mitigation measures will be 
carried out in advance, as per the 
existing laws and regulations and this 
new emission standard.  
 

Assessment of project-level 
impacts and mitigation 
measures will be carried out 
as per the laws and 
regulations. 

ADB = Asian Development Bank, AMDAL = Analisis Mengenai Dampak Lingkungan (environmental impact analysis), CCS = carbon capture and storage, CCUS = 

carbon capture utilization and storage, CO = carbon monoxide, CO2 = carbon dioxide, DAK = dana alokasi khusus (special allocation fund), DG = Directorate General, 
EIA = Environmental Impact Assessment, EPC = engineering, procurement, and construction, ESCO = energy services company, GIS = geographic information 
system, HCl = hydrochloric acid, HF = hydrofluoric acid, IFC = International Finance Corporation, IPJLPB = izin pemanfataan jasa linkungan panas bumi 
(environmental services utilization permit for geothermal), IPP = independent power producer, Kepmen ESDM = Keputusan Menteri Energi dan Sumber Daya Mineral 
(Ministerial Decree of the Ministry of Energy and Mineral Resources), MEMR = Ministry of Energy and Mineral Resources, MEPS = minimum energy performance 
standard, MOF = Ministry of Finance, MOEF = Ministry of Environment and Forestry, NA = Not applicable, Permen ESDM = Peraturan Menteri Energi dan Sumber 
Daya Mineral (Ministerial Regulation of the Ministry of Energy and Mineral Resources), NOX = nitrogen oxide, Permen LHK = Peraturan Menteri Lingkungan Hidup 
dan Kehutanan (Ministerial Regulation of the Ministry of Environment and Forestry), PLN = Perusahaan Listrik Negara (State Electricity Corporation), PSC = 
production sharing contract, RUPTL = Rencana Usaha Penyediaan Tenaga Listrik (Electricity Power Supply Business Plan), SIEP = Sustainable and Inclusive 
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Energy Program, SO2 = sulfur dioxide, SOE = state-owned enterprise, SPS = Safeguard Policy Statement, TA = technical assistance, UKL/UPL = Upaya Pengelolaan 
Lingkungan/ Upaya Pemantauan Lingkungan (Environmental Management and Monitoring Effort), WTE = waste-to-energy. 
a The terms “poor” and “vulnerable” here are as defined by the National Poverty Database maintained by the National Team for the Acceleration of Poverty 

Reduction. 


