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I. INTRODUCTION 

1. Stepping up private investment in infrastructure is seen as essential for addressing the 
large infrastructure gap in Indonesia. The Government of Indonesia (GoI) National Medium-Term 
Development Plan (RPJMN), 2015-2019, aims to increase private investment in infrastructure by 
improving availability of long-term financing and facilitation products and services for 
infrastructure. ADB’s country operations business plan, 2017-2019 for Indonesia includes the 
support of a finance institution through a loan.1 The project involves a sovereign loan of $100 
million to the Republic of Indonesia, which will be on lent to PT Indonesia Infrastructure Finance 
(IIF) for the purposes of mobilizing private sector investment in infrastructure development. The 
project will help close the infrastructure financing gap, raise the quality and standards of 
infrastructure projects and alleviate competing demands on fiscal resources. 
 
2. The proposed Leveraging Private Infrastructure Investment Project (LPIIP) meets the 
objectives of the RPJMN. PT SMI2 will be the executing agency while IIF the implementing agency. 
ADB loan proceeds will be on lent in $ and Rp by (i) MOF to SMI under a subsidiary loan 
agreement, and (ii) SMI to IIF under a subordinated loan agreement. The proposed ADB loan for 
the LPIIP will be limited to category B and C subprojects as per the ADB SPS 2009. 
 
3. PT3 Indonesia Infrastructure Finance (IIF) was established on August 6, 2010, by the 
Government of Indonesia (GoI)4 under the Ministry of Finance along with Shareholders (Strategic 
Investor5): PT Sarana Multi Infrastructure (SMI), International Finance Corporation (IFC, World 
Bank Group), ADB, KfW-DEG 6  and SMBC. 7  IIF is a private national company providing 
infrastructure financing and advisory services focusing on commercially viable infrastructure 
projects. The IIF’s ultimate objective is to increase the provision of infrastructure in Indonesia to 
support a more inviting investment climate, sustained growth, and poverty reduction in the long 
term. IIF provides fund-based products, such as long-term loans. and non- fund-based products, 
such as guarantees, and other services relating to infrastructure projects.  
 
4. In 2011 IIF developed a social and environmental management system (SEMS) that 
followed the IFC Performance Standards. IIF updated the SEMS8 in December 2014 to follow IFC 
Performance Standards 2012, World Bank and ADB safeguard policy. All IIF’s shareholders 
approved the updated SEMS. In its operations, IIF applies best practices based on international 
standards in its credit, risk management and all aspects of its corporate governance, and in 

 
1   ADB 2016. Country Operations Business Plan: Indonesia, 2017-2019. Manila; ABD February 2017. Proposed Loan 

Indonesia: Indonesia Infrastructure Finance Expansion Support Project. Concept Paper, Project No 50297-001: 
ADB’s support since 2006 resulted in the establishment of IIF in 2010 (see ADB concept paper). 

2   SMI has established an Environmental and Social Safeguard (ESS) Guidelines for Multilateral Projects Fund 

(2016). With the ADB’s support in 2016-2017, PT SMI established the ESMF and ESS Operational Manual (ESS 

– OM) for its financial products. This framework and OM adopt the GoI legal framework and international standards 

of IIFs including ADB SPS 2009.  
3   "PT" is abbreviation for Perseroan Terbatas which means "limited (liability) company". 
4   Established in accordance with the Regulation of the Minister of Finance of the Republic of Indonesia (PMK) No 

100 of 2009 regarding the Infrastructure Financing Company. IIF was established on August 6, 2010, through the 
Decree of Minister of Finance (KMK) No 439/KM.10/2010 

5   Term used for Shareholders in IIF documents.  
6   Kreditanstalt für Wiederaufbau, Entwicklungsbank. German Development Finance Institution, www.kfw.de/kfw.de-

2.html  
7  Sumitomo Mitsui Banking Corporation, https://www.smbcgroup.com/  
8 The revised IIF ESSF is based on public consultation held on March 29, 2011, in Jakarta. 

http://iif.co.id/images/annexes/IIF-ESSF_eng.pdf. The Operation Manual (2014) with the SEMS was proposed in 
the draft ESSF (2011). The final ESSF is to be disclosed upon final agreement with stakeholders. It is to be noted 
that all operations and procedures for project development are included in the OM (Dec. 2015).  

 

http://web.mit.edu/urbanupgrading/upgrading/resources/organizations/KfW.html
http://www.kfw.de/kfw.de-2.html
http://www.kfw.de/kfw.de-2.html
https://www.smbcgroup.com/
http://iif.co.id/images/annexes/IIF-ESSF_eng.pdf


implementing international S&E protection standards aligned to its shareholders to ensure 
sustainability of infrastructure development in Indonesia. IIF developed a Social and 
Environmental Management System that is central to its operations. To assure that best practices 
are implemented and in keeping with its philosophy that a sustainable business is inseparable 
from the sustainable environmental conditions IIF has developed the following safeguard related 
policies and framework: 

• IIF S&E Policies and Principles9 

• A Social and Environment Management System (SEMS)10 

• An Operation Manual (OM) for the SEMS11 

• Environmental and Social Safeguard Framework (ESSF) 

• E&S Action Plan (ESAP) to assure shareholder compliant practice and enhancement of 

staff capacity12  

5. In 2009 ADB provided financial intermediary loan to MoF, which was onlent to IIF. The 
project financed eight subprojects in the power-generation, gas, telecommunications, and air 
transportation sectors. IIF assigned category A to three of the ADB loan-financed subprojects and 
Category B to five subprojects following IIF’s SEMS.13 The two category A were gas power plant 
subprojects and one gas pipeline subproject. Other subprojects were assigned category B.14 The 
subprojects have contributed to the much-needed expansion of the telecommunication tower 
network throughout the archipelago. The power-generation subprojects have contributed to 
raising the population’s access to electricity. The project also helped raise the aircraft-servicing 
capacity of Garuda Indonesia, a major Indonesian airline. 
 
6. LPIIP will finance subproject categories B or C for social and environment safeguard. 
Category A subprojects will be excluded. IIF will apply its SEMS for the selection and 
implementation of the subprojects. IIF environmental and social safeguards included in its SEMS 
are of equivalence to those of the ADB SPS 2009 which may differ in in-depth level of reporting, 
categorization and implementation. ADB will coordinate with IIF’s development partners in 
supporting safeguard capacity building, particularly at the implementation level.   
 
7. The objective of the Environment and Social Management System Arrangement (ESMS) 
is to review IIF’s Social and Environmental Management System, organizational structure and 
capacity, assess compliance with ADB’s SPS and IIF’s capacity building needs. Drawing on the 
implementation experience, the ESMS highlights procedural measures in areas of screening and 
monitoring to strengthen the application of IIF’s SEMS at the subproject level. The report is 
structured as follows; (i) E&S policies; (ii) screening, categorization, and review procedures; (iii) 
organizational structure and staffing for E&S areas; (iv) monitoring and reporting; and training 
requirements.    
 

 
9  http://www.iif.co.id/en/social-environment-principles/iif-s-s-e-principles (accessed Feb15, 2018) 
10  http://www.iif.co.id/en/social-environment-principles/s-e-management-system. The ESSF proposes the 

development of a OM for the SEMS. The OM SEMS includes all prescribed measures in the draft ESSF (2011). 
11  http://www.iif.co.id/images/SEMS/SEMS-verDec14-02112016.pdf The OM includes the SESM. 
12  Capacity includes building capacity in implementing procedures, protocols, supervision and M&E in accordance to 

Stakeholder agreements and the IIF OM, along with have adequate number of staff to handle the projects and 
Clients. 

13  Similar to ADB, IIF classifies the proposed investments as category A, B, C, or FI. IIF does not, however, separately 

categorize for environment and involuntary resettlement and indigenous people risks and impacts but applies the 
single most stringent categorization of each. 

14  ADB’s prior approval of subprojects was not required. The World Bank was not involved in approving individual 

subprojects either, subject to IIF’s Environmental and Social Unit having sufficient capacity to implement SEMS. 

 

http://www.iif.co.id/en/social-environment-principles/iif-s-s-e-principles
http://www.iif.co.id/en/social-environment-principles/s-e-management-system
http://www.iif.co.id/images/SEMS/SEMS-verDec14-02112016.pdf
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II. IIF SOCIAL AND ENVIRONMENTAL MANAGEMENT SYSTEM AND PERFORMANCE 
REQUIREMENTS 

A. Applicable Policies Shaping IIF Policy and Principles 

8. IIF Policy and Principles were guided by several multilateral development and finance 
institutions and the current GoI policies. The IIF policy, principles and Operations Manual take 
into account the following: 

(i) All relevant and prevailing GoI laws and regulations;  
(ii) The eight Performance Standards (PSs)15 of the IFC (2012), which are also utilized 

by KfW-DEG in its E&S assessment and management process ;  
(iii) The seven World Bank Safeguard Policies that could be triggered by IIF’s 

subprojects16; and  
(iv) The ADB Safeguard Policies that would be triggered by the IIF’s subprojects. 

B. Social and Environmental (S&E) Policy 

9. The objective of IIF’s S&E Policy is to:  

(i) Ensure project developers comply with all applicable national and local S&E 
requirements, particularly, those governing land acquisition, compensation, 
involuntary resettlement as well as those protecting the rights of indigenous people, 
and requirements of IIF’s strategic investors;  

(ii) Ensure that social safeguards, based on the principle of restoration and possible 
improvement in the economic status of Project Affected People (PAP) and/or Affected 
Communities are integrated by developers into the project design prior to its financing 
and in its implementation during the construction and operational phases;  

(iii) Follow national labor laws and regulations and internationally recognized labor 
practices;  

(iv) Finance projects only when they are expected to be designed, built operated and 
maintained in a manner consistent with the applicable requirements;  

(v) Ensure that all projects are operated in compliance with the applicable requirements 
on an on-going basis, during the tenor of IIF financing;  

(vi) Mitigate S&E risks of the projects through corrective actions acceptable to the relevant 
authorities and its strategic investors; and  

(vii)  Ensure transparency in IIF’s S&E risk assessment and mitigation process.  

C. Social and Environmental Principles 

10. Eight S&E Principles form the pillars of the IIF SEMS. These are designed in-line with 
those of the IFC PSs (2012).17 These principles form the core base of the IIF OM (Table 2.1). The 
key elements of the S&E Principles cover the GoI and ADB SPS 2009.  
 

 
15  Each PS has an accompanying Guidance Note (GN). The GNs are provide detailed guidelines, protocols and 

examples. 
16  The World Bank (IBRD, IDA) policies are now upgraded with the 2017 World Bank E&S Framework(ESF). The 

ESF is to be officially launched in 2018. http://www.worldbank.org/en/programs/environmental-and-social-policies-
for-projects/brief/the-environmental-and-social-framework-esf  

17  The draft ESSF (2011) proposed the use of the IFC’s Performance Standards (PSs) as the governing core set of 
standards, which were central to the IIF SEMS in the OM. The IIF Principles match those of IFC and are of 
equivalence.    The PSs are among the most stringent and detailed among those of International Finance 
Institutions and Donors. The PSs were revised in 2012 and since then they have also included extensive human 
rights aspects which are embedded in all eight Performance Standards.   

http://www.worldbank.org/en/programs/environmental-and-social-policies-for-projects/brief/the-environmental-and-social-framework-esf
http://www.worldbank.org/en/programs/environmental-and-social-policies-for-projects/brief/the-environmental-and-social-framework-esf


Table 2.1: IIF’s principles and key elements of the SEMS forming the basis for the OM 

No  
 

S&E Principles 
(equivalent ADB 

safeguards) 
 

Key Elements  

1  S&E Assessment and  
Management System  
 
 
  

Incorporates the following elements:    
• Screening and categorization of projects;  
• S&E Assessment;  
• S&E management program;   
• Organizational capacity and competency;  
• Training;   
• Emergency preparedness and response;  
• Stakeholder engagement;  
• Monitoring and review; and  
• Reporting.  

2  Labor and Working 
Conditions  
 
  

Promote the fair treatment, non-discrimination, and equal 
opportunity of workers;  
Establishes, maintains and improves worker- management 
relationship;  
Addresses child labor, forced labor, migrant workers, workers 
engaged by third parties, and workers in the client’s supply chain; 
and  
Promotes safe and healthy working conditions and practices.  

3  Pollution Prevention 
and  
Abatement and 
Climate Change  
 
  
  

Addresses pollution prevention and management of impacts  
arising from project activities;   
Ensures conformance with global good practice and standards;  
Promote more sustainable use of resources; and  
Ensures that climate change issues associated with projects 
activities are assessed, mitigated and monitored over the life of 
IIF’s investment.   

4 Community Health, 

Safety and 

Security/Dam Safety  

 

  

 

Seeks to avoid or minimize the risks and impacts to Affected 
Community health, safety and security that may arise from project 
activities;   
The project’s direct impacts on priority ecosystem services may 
result in adverse health and safety risks and impacts to Affected 
Communities;   
Ensures that the safeguarding of personnel and property is carried 
out in accordance with relevant human rights principles and in a 
manner that avoids or minimizes risks to the Affected Communities 
(AP / PAP); and  
Includes special requirements related to the safety of dams 
associated with projects 

5 Land Acquisition and  

Involuntary 

Resettlement 

Refers to both physical displacement (relocation or loss of shelter) 

and economic displacement (loss of assets or access to assets 

that leads to loss of income sources or means of livelihood) as a 

result of project-related land acquisition;  
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No  
 

S&E Principles 
(equivalent ADB 

safeguards) 
 

Key Elements  

 

  

Does not apply to physical or resettlement resulting from voluntary 

land transactions;  

Avoid, minimize, mitigate or compensate for adverse social and 
economic impacts from land acquisition or restrictions on land use 
through the process of S&E Impact Assessment under Principle 1; 
and  
No forced evictions will be carried out except in accordance with 
law and the requirements of this Principle 

6 Biodiversity 

Conservation and 

Natural Resource 

Management 

 

  

Includes protection, conservation and sustainable management of 
biodiversity and living natural resources;  
Maintain the benefits from ecosystem services; and  
Evaluate primary suppliers’ risk of significant conversion of natural 

and/or critical habitats.   

7 Indigenous Peoples 

(IP) 

 

  

Includes identification of all impacts (positive & negative) on  
IP; social assessment, informed consultation and Participation 
(ICP) to Indigenous Peoples’ Development Plan (IPDP);  
Anticipate and avoid, or when avoidance is not possible, minimize 
and/or compensate project adverse impacts on communities of 
Indigenous Peoples; and  
Applies to projects that impact individuals or communities that meet 
the definition of Indigenous People, determination of which may 
require Free, Prior, Informed, and Consent (FPIC). 

8 Cultural Property and 

Heritage 

 

  

Recognizes the importance of cultural property and heritage for 
current and future generations, consistent with the Convention 
Concerning the Protection of the World Cultural and Natural 
Heritage; and 
Seeks to guide IIF project sponsors in identifying and protecting 
cultural heritage in the course of project design and execution. 

Source: IFF OM SEMS (December 2014) 

 

11. The SEMS forming the Operations Manual (OM) enables IIF to frame and deliver its S&E 
Policy that applies to all products and services offered by IIF. The SEMS details the policy, 
principles, operating procedures, institutional arrangements, and workflow that will be followed for 
investments made by IIF and capacity building initiatives to ensure minimization and/or mitigation 
of risks that may arise from the projects that it funds. 
 
12. The objectives of SEMS are to:  

• Comply with applicable S&E policies and principles of its investors/ shareholders;  
• Integrate S&E principles in the due diligence process;  



• Identify and assess S&E impacts, both adverse and beneficial, in the project’s area 
of influence18;  

• Avoid, or where avoidance is not possible, minimize, mitigate, or compensate for 
adverse impacts on workers, affected communities, and the environment;   

• Ensure that affected communities are appropriately engaged19 on issues that could 
potentially affect them;  

• Provide operational guidance to its staff and developers in preparing projects for 
appraisal at IIF, in conducting subsequent monitoring and reporting, and in 
undertaking corrective actions;  

• Develop mechanisms for effective project supervision by IIF throughout the period 
of funding or investment;   

• Promote improved S&E performance of projects through effective use of 
management systems; and  

• Actively seek new business opportunities for example by developing 
environmentally friendly programs or addressing certain customer groups.  

13. To achieve these objectives, all fee-based assignments and projects financed by IIF will 
be subjected to S&E procedures described in the OM. 
 
14. S&E Performance Requirements. The IIF will ensure that all the projects are reviewed and 
evaluated against the following S&E requirements:  

• IIF’s and ADB’s Exclusion List (Annex II);  
• The relevant and applicable national laws on environment, health, safety and 

social issues; and  
• The IIF’s S&E Principles. The Principles are consistent with the requirements of 

the IIF’s Shareholders (Strategic Investors 20 ) as defined in the Shareholders 
Agreement dated March 19th, 2012, as amended from time to time.  

D. Operating Procedures: Screening, Categorization and Monitoring 

15. The IIF SEMS details the steps and actions that are required and to be followed during 
the entire project cycle (Figure 2.1). The project cycle comprises the following three stages:  

• Preliminary review stage - During this stage, all procedures required before the 
in-principal approval of the project, are carried out;  

• Project appraisal and sanction stage - During this stage, all procedures required 
before the project is appraised for funding are performed. It includes a detailed 
appraisal of the project to be funded; and  

• Post loan signing and Post Operation Monitoring stage - During this stage, all 
procedures required for project monitoring during implementation as well as at the 
end of funds disbursement period are performed. Subsequently, these procedures 
are followed during the project operation cycle until IIF exits the investment.  

 
18  The deciphering of Area of Influence in the OM does not exclude the consideration of cumulative aspects (going 

beyond direct impact areas) in E&S impacts assessment which are implicit to World Bank Group, ADB and KfW-
DEG practice. Reference to the need for cumulative aspects in made in the IIF OM (Volume II: Annex B (article 22 
(part of AMDAL); Annex C (IIF Principles, Principle 1 (section 3.1.1 #5); Principle 3 (section 3.3.2 #62; Annex E.2 
#4; Annex U1, section 23.2 providing details on the cumulative impact assessment; and footnote 60. Similarly 
strategic assessments if deemed necessary may need to be conducted. http://iif.co.id/images/SEMS/Attachment-
SEMS-verDec14-24022017.pdf  

19  Includes informed consultation and participation (ICP) for all affected communities and FPIC (Free, Prior and 
Informed Consent) when indigenous people are affected. 

20  Term used by IIF for Shareholders, including ADB and IFC. 

http://iif.co.id/images/SEMS/Attachment-SEMS-verDec14-24022017.pdf
http://iif.co.id/images/SEMS/Attachment-SEMS-verDec14-24022017.pdf
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16. IIF presents diagrammatically its entire project cycle in its OM as shown in Figure 2.1 
below where the following steps are included: (i) starting with the submission of the project 
proposal to IIF, (ii) an initial review is done (against the project exclusion list (Annex II) and key 
S&E screening with categorization), (iii) preparation of scoping, impact screening and IIF 
principles adherence, preparation of screening documents and principle agreements, (iv) 
appraisal (IIF Board) which will consist of gap analysis, site visits, detailed information and project 
documentation (assessment), public consultation from the Developer (within 90 days), (v) project 
completion reporting and importantly (iv) supervision and monitoring including regular compliance 
and monitoring reporting and auditing. 
 

Figure 2.1: The Project Cycle Showing Review, Appraisal, Supervision and Monitoring 

  

Source: IIF OM Vol I (2014) 
 
17. The S&E operating procedure for the project cycle can be broken down to the following 
(Table 2.2): 
 
18.  

Table 2.2. Social and Environmental Operating Procedure 
   

No IIF Project Cycle – steps and actions  

I Preliminary Review Stage 

• Obtain project information from the developer 

• Verify the proposed business 

• Initial screening of project activities and identify potential S&E impacts.  

• Categorize safeguards impacts 

• Advise and provide guidance to the client on safeguards 

• Due Diligence of the assessment document prepared by the client/developer 

• Due Diligence to confirm project compliance with national and IIF safeguards 



• Verify the proposed business with the list of prohibited or excluded investment 

• Review all available S&E assessment documents 

2 Project Appraisal Stage 

• Gap analysis 

• Review incidents, adverse impacts and social performance of the project 

• Project site visit and discussion with company 

• Confirm the initial categorization 

• For project with full impacts, review the developer’s SEMS 

• Developer submits all applicable S&E documents: SEMS, EIA& SIA, EMP, RAP, IPDP, 
etc. 

• Review safeguards documents 

• Prepare S&E Due Diligence report in the form of a memo to the Board of Directors 

• Communicate: terms/conditions and E&S covenants to the developer. Obtain their 
consent 

• Legal documents are signed 

• Project proponent disclose project S&E document (final): RAP, IPDP, etc. 

3 Post Sanction of Loan 

• Regular monitoring and auditing of compliance condition for the investment and 
Corrective Action Plan (CAP) 

4 Project Completion Stage 

• Continuous monitoring and evaluation of E&S Management Plan 

• Preparation of implementation completion report 

• Reporting of lessons learnt and good practices followed 

• Conducting environmental audit and disclosure to public regularly 

• Monitoring S&E performance against environment guideline.  

Source: IIF OM Vol 1 (2014) 

 
19. Categorization. The proposed ADB loan (LPIIP) for the infrastructure development will 
be limited to the projects category B and C for Environmental, Involuntary Resettlement or 
Indigenous People safeguards (see below IIF category B requirements). For projects that have 
minimal (will likely be classified as category B as per ADB SPS or IIF OM) or no adverse E&S 
impacts or risks, ADB requires the project to prepare and submit periodic reports on the 
implementation status of project’s ESMS. If the monitoring report or project review mission finds 
that the ESMS is not functioning properly, a Corrective Action Plan (CAP) would be implemented.  
 

IIF Category B Project Requirements 

Environment Category B projects will require the preparation of Initial Environmental 
Examination (IEE) with an environmental mitigation and monitoring programs 
required to obtain environmental clearance.  

Involuntary 
Resettlement  

Category B projects will require the preparation of a Short Resettlement 
Action Plan.   

Indigenous 
People 

Category B. Requires a specific action favorable to indigenous peoples in the 
project design or in related plans (e.g. a Resettlement Action Plan).  

Source:   IIF OM (2014) 
 

20. If the financed project facilities already exist or are under construction, the IIF will 
undertake a due diligence (environment and/or social compliance audit), including on-site 
assessment, to identify past and present concerns related to impacts on the Environment, 
Involuntary Resettlement, and Indigenous Peoples. The objective of the compliance audit is to 
determine whether actions were in accordance with safeguards principles and requirements set 
in IIF OM and the project’s ESMS and to identify and plan appropriate measures to address 
outstanding compliance issues. Where noncompliance is identified, IIF’s client for the subproject 
will prepare the Corrective Action Plan (CAP) agreed by IIF and will disclose CAP to the affected 
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persons. Such a CAP will define necessary remedial action, the budget for such actions, and the 
timeframe for resolution of the noncompliance. IIF will disclose CAP on its website subject to the 
terms of its non-disclosure agreements with its clients and disclose sub project summaries on its 
website, which may also include information on any required corrective measures subject to the 
terms of its non-disclosure agreements with its clients. 
 
21. IIF will consider financing for subprojects with different levels of preparedness or readiness 
for implementation. There are be four types of subprojects, which will require different types of 
review procedures (Table 2.3). Each subproject will be screened to determine the appropriate 
extent and type of EA. An environmental category will be assigned to the subproject, depending 
on the type, location, sensitivity, and scale of the subproject and the nature and magnitude of its 
potential environmental impacts. The screening process will also determine the scope of the 
safeguards instruments (e.g., IEE, RAP) to be prepared.  
 
22. The screening procedure set forth in the ESMS arrangement will ensure that all 
subprojects are screened against the ADB and IIF prohibited investment activities list (Annex II). 
Subprojects involving business activities included in the prohibited investment activities list do not 
qualify for FI support using ADB funds and applications involving such activities will be rejected. 
The steps for screening and preliminary review will be per IIF OM 1, para 19; IIF OM II Annex F 
and Annex L.  
 
 

Table 2.3: Types of subprojects and review procedures for Category B Projects 

No. 

Type of Subproject  

(level of preparedness or 

readiness) 

Review Procedures 

1 Subprojects in the early 

stages of preparation 

(with sites that have not 

been selected and design 

options that are still open) 

The IIF Client will prepare and disclose all Environmental 

Assessment (EA) documents (IEE, Environmental 

Management Plan, Resettlement Plan (or RAP), action 

favorable for Indigenous People, etc.), as applicable, prior 

to the approval of the subproject by IIF. 

2 Subprojects that have 

been fully prepared 

(where construction bids 

have been invited) 

IIF will review the EA documents that are available and will 

ask its clients to supplement them or develop new ones. All 

required safeguard documents must be disclosed prior to 

subproject approval. 

3 Subprojects under 

construction or with 

facilities that have 

already been constructed 

IIF will carry out a due diligence  to confirm that: (a) the 

subproject is in compliance with all applicable national 

environmental and social laws and regulations; (b)there are 

no reputational risks for the IIF and the shareholders; and 

(c) there are no legacy issues or no pending legal disputes 

or liabilities. Based on the findings of such an assessment, 

the IIF will ask its clients to implement remedial measures 

(Corrective Action Plan), if needed, or to mitigate potential 

reputational risks or to address legacy issues or liabilities. 

 

4 Fee-based advisory 

services 

The ESSF must include procedures to ensure that all fee-

based advisory services are provided in a manner 



consistent with the objectives of IIF’s policies and do not 

create reputational risks for its shareholders.  

Source: ESSF (2012) and OM Vol I (December 2014). note that the ESSF proposed the development of the IIF OM which 

has required protocols.  

 
23. Due to difference in the scope of ADB and IIF IEE,21 the subproject IEE shall be aligned 
with the scope of IIF’s existing EIA. If gaps are found, the supplementary IEE study will be 
conducted as necessary, and stipulated in client’s Corrective Action Plan. Grievance Redress 
Mechanism (GRM) for social and environmental safeguards will be separately prepared and 
documented for all types of project and will be not part of the IEE. 
 
24. Due Diligence and Risk Management. The project cycle includes annual S&E monitoring 
reporting, performance reporting and conducting audits. The IIF Board as the risk management 
committee is responsible. Annual Environmental and Social Performance Report (AESPR) 
prepared by IIF will be submitted to all Strategic Investors, including ADB.  
 
25. All investment agreements will contain appropriate environmental and social covenants 
requiring investments to be in compliance in all material respects with the applicable 
environmental and social safeguard requirements. 
 
E. Organization Structure and Responsibilities for the IIF SEMS 

26. The IIF organization comprises of a Board of Commissioners which serves as an overall 
IIF management committee advising the Chief Executive Officer (CEO). The CEO leads and is 
supported by the (i) Legal and Corporate Secretary, (ii) Human Resources and General Affairs 
Manager, (iii) Internal Audit Manager and (iv) Officers responsible for teams covering investment, 
risk, finance and public-client advisory needs (Figure 4.1).22.   
 
27. The Social and Environmental Management Unit (SEU) is responsible for overseeing 
the S&E requirements as mandated by the SEMS (OM Volumes I and II). The SEU serves as an 
extension to the Risk Management Committee23 and is led by a Chief Risk Officer. The SEU is 
headed by a Social and Environment Manager (SEM) responsible for all functions of the SEU. 
The SEM is assisted by the Deputy Head of S&E Business Management. The SEU is staffed by 
five Social and Environmental Managers-Officers contributing to the review and management of 
S&E related functions for IIF’s subprojects.24  The Officers cover the areas of, for example: 
anthropology, biology, marine science, environmental engineering with experience in agriculture, 
land acquisition, ESIA/EIA, and forestry. IIF has recently increased the number of S&E staff, 
including the recruitment of a Chief Risk Officer. The staffing resources is adequate to handle Cat 
B and C projects that will be financed by the ADB loan. The evaluation and monitoring of ADB 
safeguards in projects regularly demands subject-specific expertise for which external support is 
required. Third party S&E consultants for the project processing are hired as required. Figure 2.2 
illustrates the structure of the SEU.  
 

 
21  The scope of IIF IEE is equivalence with the scope of IEE in ADB’s old safeguards policy. There are four key 

elements in ADB SPS which are not covered under the IIF’s IEE, namely (i) policy, legal, and administrative 
framework; (ii) analysis of alternatives; (iii) grievance redress mechanism; (iv) environmental management plan. 
IIF OM requires the clients to establish the GRM for social and environmental safeguards and environmental 
management plan in each project separately and are not included in the IEE.   

22  http://iif.co.id/en/investor-relations/corporate-governance 
23  The Risk Management Committee is under the Board of Directors and the CEO leads the committee. 

http://iif.co.id/en/investor-relations/corporate-governance 
24  IIF staffing information obtained March 2018 
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Figure 2.2: Organization Structure for the IIF SEMS 
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(Board of Directors) 

 

Director – Risk 
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Unit (SEU) 

S&E Manager 

S&E Specialists 

Third Party S&E Consultants 
(engaged as needed) 

Source: IIF OM Vol I (2014) 

 
28. Projects that have significant S&E impacts may require additional expertise and special 
attention. For such projects, the SEU may engage third party S&E Consultants to support the 
activities listed in Table 2.4.  
 

Table 2.4: Risk Management, Roles and Responsibilities for the SEMS 

Risk Management 

Committees / 

Positions 

Roles and Responsibilities 

Director – Risk 

Management 

(Board of Directors, 

Risk Management 

Committee) 

• Assure project compliance with IIF principles and 

performance requirements. 

 

Social and 

Environmental Manager 

• Oversee implementation of SEMS;  

• Ensure integration of S&E risk assessment in due diligence and 
risk management committees;  

• Submit the due diligence memo to the Director, Risk 
Management confirming project compliance with the applicable 
performance requirements as described in OM;  

• Prepare and include the required S&E covenants in the loan 
agreements or other agreements;  

• Finalize corrective actions based on the findings of 
environmental and social due diligence;  

• Direct the capacity building initiative to improve quality of 
environmental and social due diligence and supervision;  

• Recruit and manage staff for SEU;  

• Update the SEMS as needed to ensure consistency with 
requirements of the Strategic Investors and laws and regulations 
of the Republic of Indonesia;  

• Regular reporting on S&E Performance to strategic investors 
and to the management on portfolio S&E performance and on-



Risk Management 

Committees / 

Positions 

Roles and Responsibilities 

going compliance with the Applicable Performance 
Requirements;  

• Inform Strategic Investors of any S&E Claims against IIF and/or 
its clients in the timely manner following knowledge of such S&E 
Claims;  

• Interact and consult with investors and co-lenders, where 
relevant and necessary;   

• Develop and provide advisory services to the developers; and  

• Provide S&E inputs in all fee based assignments and ensure 
that fee based assignments are carried out in conformity with 
S&E Policy and Principles.  

 

Social and 

Environmental 

Specialist(s) 

 

 

• Conduct compliance reviews;  

• Conduct field visits;  

• Perform screening and scoping of infrastructure projects;  

• Conduct Social and Environment Due diligence;  

• Prepare corrective action plans and propose S&E covenants to 
be included in investment agreements;  

• Prepare progress and performance reports for various investors;  

• Monitor and supervise the projects to ensure on-going 
compliance with applicable S&E performance requirements and 
implementation of corrective plans;  

• Assist in grievance mechanisms, stakeholder engagement 
including public consultations and disclosures where relevant 
and required;  

• Conduct information dissemination and annual learning 
workshops for IIF;  

• Conduct training, consultation and dissemination of IIF’s 
Principles for project developers;  

• Preparation of project specific TORs for EIAs, SIAs, RP, IPDP 
or other required studies;   

• Hire external qualified S&E consultants as per the requirements; 
and  

• Ensure S&E training to IIF staff.  

Source: IIF OM Vol 1 (2014) 

 
29. Safeguards Monitoring by the SEU is conducted through periodic review of the 
corrective action plan, quarterly risk management report, and annual safeguard monitoring report; 
ii) Project review under the investment Directorate through annual and annual reviews. At the 
project level, the Client shall submit monitoring reports with regard to implementation progress on 
social and environmental safeguards and compliance with loan covenant on a regular basis 
(quarterly). The monitoring reports are not made publicly available. In line with IIF’s current 
practice, IIF will share subproject summary on its website. IIF will submit annual ESMS monitoring 
report for the sub-projects financed by ADB loan for ADB review, which will not be publicly 
disclosed. However, in the event third party (e.g. NGO) request for these ESMS monitoring 
reports, they should be available for sharing whether by ADB or IIF.    
 
30. IIF’s three main financial product categories are:  

(i) Fee based products provide fee income to IIF (for e.g.: for its advisory services) 
and do not involve any disbursement of IIF funds;  
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(ii) Fund based products (for e.g.: senior debt, subordinated debt, mezzanine 
funding, equity investment, bridge finance, refinancing, securitization) - involve 
actual disbursement of IIF funds. The first five categories - senior debt, 
subordinated debt, mezzanine funding, equity investment, bridge finance - all 
involve financing for new infrastructure. The final two categories (refinancing and 
securitization) involve raising financing on the basis of existing infrastructure 
(effectively as collateral), for the purpose of building new infrastructure;  

(iii) Non-fund based products - such as guarantees - involve contingent 
disbursement of IIF funds. If a subproject to which IIF has provided a guarantee 
defaults on its loan obligations to another financial institution or other investors, 
only then is IIF required to pay the loan instead of the subproject.  

31. IIF’s mandate is flexible, to permit investments in infrastructure on a commercial basis. In 
the beginning, IIF will focus on sectors that put forward projects on a commercial basis to attract 
private sector investments. The sectors that are under IIF’s investment mandate are presented in 
Table 2.5 and those that it will not finance are presented in Annex II. 
 

Table 2.5: Sectors Eligible for Investment for IIF Financing 

Sectors eligible for investment25 

A Transportation infrastructure, covering sea, river or lake ports, airports, railways 
and train stations 

B Road infrastructure, covering toll roads and toll bridges 

C Irrigation infrastructure, covering raw water channels 

D Drinking water infrastructure, covering intake building for raw water, 
transmission networks, distribution networks, drinking water processing plant 

E Waste water infrastructure, covering waste water processing plant, collection 
networks and main networks and garbage facilities covering transportation and 
disposal 

F Telecommunication infrastructure, covering telecommunication networks 

G Electricity infrastructure, covering power generation, transmission and 
distribution 

H Oil and gas infrastructure, covering oil and gas processing, storage, 
transportation, transmission or distribution 

Source: IIF ESSF  

 

32. IIF elaborated an E&S Action Plan (ESAP)26 to address: (i) project monitoring support; (ii) 
capacity building; (iii) documentation and disclosure and; (iv) a grievance redress mechanism to 
address IIF E&S safeguard needs. The ESAP is approved by World Bank and IFC, and 
importantly it serves to provide IIF firsthand experience 27  in, among other requirements: (i) 
external consultant contracting, comprehensive E&S audits, annual and external reporting and 
supervision, (ii) Client agreement on IIF S&E principles and objectives, and the required 
safeguard documents, (iii) consultation, disclosure and grievance requirements of Clients. The IIF 
ESAP allows for ADB to assure that capacity building measures and updating on safeguard 
protocols-practice can occur as may be deemed required.  
 

 
25  Other infrastructure projects which are not included in items a to h may be considered with the approval from the 

Minister of Finance. http://iif.co.id/en/our-business/product-and-services/sectors   
26  http://iif.co.id/images/bahasaSems/IIF-ESAP.pdf (accessed March 16, 2018) 
27  Refers to IIF staff gaining experience through field based (on the ground) experience and training required to 

implement Shareholder requirements 

http://iif.co.id/en/our-business/product-and-services/sectors
http://iif.co.id/images/bahasaSems/IIF-ESAP.pdf


III. COMPLIANCE, SEMS IMPLEMENTATION AND CAPACITY BUILDING  

33. ADB affirms that environmental and social sustainability is a cornerstone of economic 
growth and poverty reduction in Asia and the Pacific. ADB’s Strategy 2020 therefore emphasizes 
the pursuance of environmentally sustainable and inclusive economic growth. In addition, ADB is 
committed to ensuring the social and environmental sustainability of the projects it supports. In 
this context, the ADB Safeguard Policy Statement (SPS) 2009 is to promote the sustainability of 
project outcomes by protecting the environment and people from projects’ potential adverse 
impacts. ADB requires compliance of alignment of IIF E&S policies with the ADB SPS 2009.  
 
34. A major milestone in ADB’s support since 200628 support was the establishment of IIF in 
2010. A key lesson learned is the importance of a careful pacing of the roll-out of infrastructure 
finance institutions, products and services (supply side) given the time needed (i) to get a 
sustainable project pipeline (demand side), (ii) to build institutional capacity (including in 
environmental and social safeguards), and (iii) to ensure staff stability to operationalize new 
products and services. Given this, the project will build on a credible pipeline of projects arising 
from IIF’s growing stand in the infrastructure market and on IIF’s business plan, 2017–2021. A 
vital aspect is that IIF is able to implement its aligned S&E policies. 
 
35. ADB’s SPS sets out the policy objectives, scope and triggers, and principles for three key 
safeguard areas: environmental safeguards (11 policy principles), involuntary resettlement 
safeguards (12 policy principles), and (iii) Indigenous Peoples (9 policy principles) safeguards. 
The objectives of ADB’s safeguards29 are to:   

(i) avoid adverse impacts of projects on the environment and affected people, where 
possible;   

(ii) minimize, mitigate, and/or compensate for adverse project impacts on the 
environment and affected people when avoidance is not possible; and   

(iii) help borrowers/clients to strengthen their safeguard systems and develop the 
capacity to manage environmental and social risks.  

36. In compliance with ADB’s Safeguard Policy Statement (2009), IIF’s categorization of 
project for social and environment safeguards are as follows.30  
 

IIF Project Safeguards (Category B projects)  

Environment Projects with anticipated insignificant adverse impacts on the environment.  
The impacts are site-specific, few if any them are irreversible, and most cases 

 
28  Since 2006, ADB has continuously supported infrastructure finance market in Indonesia through policy-based 

loans, grants, and technical assistance. ADB February 2017. Proposed Loan. IIFESP, Project No. 50297-001.  
29  ADB adheres to the objectives of the safeguards and their delivery. ADB assumes the responsibility for conducting 

due diligence and for reviewing, monitoring, and supervising projects throughout the ADB’s project cycle in 
conformity with the principles and requirements embodied in the SPS. By adhering to its social and environmental 
safeguards, ADB enhances the predictability, transparency, and accountability of its actions and decision making; 
helps borrowers/clients manage social and environmental impacts and risks; and promotes the long-term 
sustainability of investments. Transforming this commitment into results on the ground depends on shared, but 
differentiated, efforts by ADB and its borrowers/clients.   

30  ADB. Safeguard Categories. https://www.adb.org/site/safeguards/safeguard-categories. For environment aspects 
proposed projects are screened according to type, location, scale, and sensitivity and the magnitude of their 
potential environmental impacts, including direct, indirect, induced, and cumulative impacts. A robust screening 
process which assures that excludes Category A projects will be required. A Category A is likely to have significant 
adverse environmental impacts that are irreversible, diverse, or unprecedented. These impacts may affect an area 
larger than the sites or facilities subject to physical works. 

 

https://www.adb.org/site/safeguards/safeguard-categories
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mitigation measures can be designed more readily than for project with 
significant impact.31  

 Involuntary 
resettlement  

Projects where fewer than 200 people will experience major involuntary 
resettlement impacts, which are defined as being physically displaced from 
housing, or losing 10% or more of their productive (income-generating) assets.  

Indigenous 
peoples 

Projects that are expected to have limited impacts on Indigenous People / 
Ethnic Minorities 

Source; ADB SPS 2009 and IIF OM (2014) 

 

37. IIF Policy and OM calls for adherence to the respective financing institution guidelines with 
tailored approaches under joint project endeavors. The IIF OM draws from Stakeholder policies 
in its descriptions covering E&S impact assessment processes, labor (including entrenchment), 
health and safety (HSE; workers and community), land acquisition and involuntary resettlement, 
conservation and biodiversity, ecosystem services, cultural heritage, stakeholder engagement 
and disclosure, in addition to indigenous people and importantly the process of FPIC (Free, Prior 
and Informed Consent): essentially in line with ADB SPS 2009 requirements.  
 
38. Based on the review of the monitoring reports prepared by the IIF clients, the SEU will 
prepare an annual environmental and social performance report substantially and submit it to 
ADB for review. The SEU will ensure monitoring of sub projects until project completion report is 
issued. Project completion report (PCR) shall be prepared on accomplishment of the project and 
implementation of safeguards plans. The report includes the implementation status of the 
environmental and social safeguards of the subprojects under the ADB loan.  The PCR will be 
submitted to ADB.. If required, the SEU is to conduct environmental audits at the project 
completion stage.  
 
39. Aligning to Shareholder Policies. The IFC (World Bank Group) E&S Performance 
Standards (PSs)32 are used as core benchmarks for the eight IIF Principles and OM. IFC's 
Performance Standards define IFC clients' responsibilities for managing their environmental and 
social risks. These standards are among the most stringent and detailed among those of 
International Finance Institutions and Donors, a reflection of policies/guidelines developed based 
on global experiences. The PSs were revised in 2012 and since then they have also included 
extensive human rights aspects, which are embedded in all eight Performance Standards. KfW-
DEG subscribes to the World Bank Policies.33 The IFC PSs are supported with detailed Guidance 
Notes (GNs) 34 . As IIF benchmarks are anchored in IFC PSs the protocols, procedures, 
terminology and contents of reports are reflective of those of the IFC: which are different from 
those of ADB and thus capacity building and basic knowhow of ADB’s procedures and routines 
is required within IIF.  
 

 
31  The subproject located in high biodiversity area regardless the status of the area, whether it is in legally protected 

areas or not, will trigger category A, and therefore will be excluded from the project.   
32   The IFC Performance Standards (PS), 2012, are accompanied by extensive Guidance Notes 

(http://www.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/Sustainability-At-
IFC/Policies-Standards/Performance-Standards). The World Bank is in the process of preparing guidance for its 
performance safeguards. 

33   KfW-DEG relevant benchmarks are the IFC Performance Standards (2012) – for the private sector –, the World 
Bank Group's Environmental, Health and Safety (EHS) Guidelines 
(http://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/policies-
standards/ehs-guidelines ), and the conventions issued by the International Labour Organization (ILO). 
https://www.deginvest.de/International-financing/DEG/Über-uns/Verantwortung/A-guide-to-our-
standards/index.html  

34   See footnote #15 

http://www.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/Sustainability-At-IFC/Policies-Standards/Performance-Standards
http://www.ifc.org/wps/wcm/connect/Topics_Ext_Content/IFC_External_Corporate_Site/Sustainability-At-IFC/Policies-Standards/Performance-Standards
http://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/policies-standards/ehs-guidelines
http://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/policies-standards/ehs-guidelines
https://www.deginvest.de/International-financing/DEG/Über-uns/Verantwortung/A-guide-to-our-standards/index.html
https://www.deginvest.de/International-financing/DEG/Über-uns/Verantwortung/A-guide-to-our-standards/index.html


40. The IIF OM for the SEMS as approved by the stakeholders elaborates in detail the 
procedures to be followed to assure Client compliance for each type of project, including: 
screening subprojects; S&E baseline needs and protocols, and; ensuring that all project-
associated adverse impacts are identified, effectively mitigated, and monitored. The OM thus 
contains procedures to ensure that subprojects meet ADB or other Stakeholder policies. 
Procedures cover the following aspects:  

(i) Environmental screening and assignment of an environmental category;  
(ii) Identification of the social and environmental impacts and risks of subprojects;  
(iii) Assessment and management of subproject impacts, including impacts on natural 

habitats, forests, and safety of dams, as applicable;   
(iv) Consultation and disclosure requirements for each type of subproject, consistent 

with Indonesian regulations and Stakeholder policies;   
(v) Land acquisition and resettlement, including procedures to compensate and 

rehabilitate affected persons;  
(vi) Indigenous Peoples 35 , including procedures for free, prior and informed 

consultations; and  
(vii) Review of EA documents and the capacity of IIF’s clients to manage environmental 

and social issues.  

A. IIF Compliance with ADB Safeguard Policy Statement  

41. The ADB SPS applies to all ADB financed and/or ADB – administered sovereign and non-
sovereign projects, and their components regardless of the source of financing, including 
investment project funded by a loan; and/or a grant; and/or other means, such as equity and/or 
guarantees.36 
 
42. The ADB SPS 200937 has 11 principles for environment, 12 principles for involuntary 
resettlement and 9 principles for indigenous peoples. Each safeguard set of policy principles have 
been subject to assessment with corresponding IIF’s safeguard system (safeguard framework 
and operational manuals).  
 
43. Implementation and Internal Operations of Subprojects. Overall, the 2009 ADB loan-
financed subprojects have been implemented smoothly (Project Completion Report ADB L2516-
INO)38. An issue affecting the subprojects during preparation was convincing borrowers to comply 
with IIF’s social and environmental principles that go beyond what other lenders normally require 
from project sponsors. This was particularly challenging for large subprojects, for which IIF had 
only a small share of the overall loan syndication. In such cases, more effort and time was required 
to convince the mandated lead arranger to mainstream IIF’s social and environmental safeguards 
principles in the subproject documentation. Issues, among others, affecting the subprojects during 
implementation included delays in the completion of interface infrastructure (e.g., connecting gas 

 
35  The OM requires an Indigenous Peoples Planning Framework (IPPF) and Guidance for Land Acquisition and 

Involuntary Resettlement in compliance with the requirements of World Bank OP 4.10 and OP 4.12, and consistent 

with the requirements of IFC (PS5 and PS7). Both of these documents are included in the IIF’s Operations Manual 

and in Attachments 1 and 2 of the ESSF (2011) and the final OM (2014, Volume I and II). These requirements are 

in line to the ADB SPS 2009.  
36  ADB. 2009. Safeguard Policy Statement. Manila, 2009. Page 15, para 48. 
37  See also ADB OM Bank Policies (OM section F1/BP) and Operational Procedures (OM section F1/OP). October 

1, 2013. The OM section outlines the procedural requirements through which the ADB ensures the S&E 
sustainability of projects it supports. The commitments are elaborated on in ADB’s Safeguard Policy Statement 
(SPS) 2009. 

38  Project No. 42109-013 Sector: Finance Subsector: Infrastructure finance and investment funds. 
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pipelines). Issues encountered in the ADB loan-financed subprojects included (i) inadequate 
assessment of the cumulative impact and impact from associated facilities,39 (ii) weak capacity of 
the borrower to implement the agreed corrective action plan (CAP) measures (e.g., land audit to 
assess livelihood restoration for displaced households, establishment and operationalization of 
the grievance mechanism), and (iii) subproject to borrower’s approval/acceptance to disclose the 
CAP.  
 
44. ADB’s private sector operations department (PSOD) conducted a safeguards annual 
review mission during 15–19 February 2016 (Project Completion Report ADB L2516-INO). The 
mission found that IIF’s systems on (i) scoping and screening, (ii) categorization, (iii) project 
appraisal and corrective action plan (CAP) development, and (iv) stakeholder engagement were 
adequate and compliant with SEMS. Areas for improvement were (i) monitoring and reporting on 
compliance with agreed safeguards requirements during and after disbursement of IIF financing 
to subprojects, (ii) including IIF’s SEMS compliance requirement in loan agreements on all 
subprojects, and (iii) capacity building of safeguards experts of IIF’s borrowers on IIF’s SEMS 
requirements.  
 
45. ADB’s detailed assessment (in 2017) of the IIF ESSF (2011) and revised OM (for the 
SEMS; December 2014; Volumes I and II) based on ADB Category B projects, pointed to partial 
equivalence with ADB policies and SPS 2009. ADB also reviewed the IIF and their clients’ 
implementation practices and the capacity for managing safeguards in on-going selected projects. 
At the sub-project client level there were areas which needed attention and clearer thematic 
inclusion into procedures, as necessary, these include: elaboration of alternatives to include ‘no 
project alternative’; addressing of cumulative impacts and assessment as required in the 
subproject (as this is project-specific and need varies across projects); ensure vulnerable groups 
are to be included in livelihood enhancement plans; affected persons are to include non-land 
rights holders (squatters, lease-holders, etc.) and thus are subject to inclusion in compensation 
and appropriate assistance (i.e. applied across all Affected Persons (APs); harmonization of 
ADB’s Resettlement Plan (RP) with that of IIF’s Abbreviated Land Acquisition and Resettlement 
Plan or Resettlement Action Plan (LARAP/RAP)40 in case  involuntary resettlement triggered41. 
Use of the latest GoI regulations for IEE, resettlement and IPs, and ensure that agreed elements 
of the ADB’s Indigenous People Plan (IPP) are covered in IIF’s Favorable Action to Indigenous 
People. 42  Annex 1 outlines social and environmental screening of category B and C and 
equivalence to ADB SPS.   
 
46. As with all ADB projects, IIF will conduct meaningful consultations with all stakeholders 
(including non-land rights holders) for voluntary land transaction. Third-party validation would be 
required for all negotiated land acquisitions. IIF clients would require adequate knowledge and 
capacity building as deemed relevant on a sub-project basis.  
 

 
39  This impact assessment of the cumulative impact and impact from associated facilities is carried out by IIF for 

mostly Category A projects. The depth of cumulative and associated facilities impact assessment for category B 
project will be further discussed during project implementation.  

40  RAP is the name of the resettlement document that is developed in accordance with IFC PSs. 
41  The additional key elements need to be included in the scope of Abbreviated/Short LARAP/RAP include; (i) 

analysis of stakeholders, (ii) disclosure of the draft LARAP/RAP and any subsequent plan, if any, (iii) elaboration 
of applicable of law and regulations and identify required actions if any gaps with IIF’s SEMS and LIIP’s ESMS. 
(iv) statement of development benefit from the project, (v) income restoration program for vulnerable groups. 

42  The scope of Action Favorable to IP shall refers to elements covered under IIF’s Favorable Action based on the 
SEDD. with additional key elements including; (i) a gender-sensitive analysis of the project impacts on IP culture 
and livelihood, and IPs’ perceptions about the project, and (ii) measures necessary to avoid adverse effects and 
measures to minimize impacts on indigenous people.  

 



47. Similar to ADB, IIF classifies the proposed investments as category A, B, C, or FI but IIF 
does not separately categorize for environment and involuntary resettlement and indigenous 
people risks and impacts. For subprojects financed by ADB loan, IIF will be required to provide 
separate categorization of impacts and risk to allow ADB to assess each safeguard adequately 
to ensure that subproject with category A is excluded. 43  Subproject categorizations will be 
included in the ESMS monitoring report submitted to ADB.   
 
B. Capacity Building  

48. The SEMS and ESAP envisages a capacity building plan for IIF staff to enhance 
knowledge on E&S policies and processes, and mainstreaming approaches in the project portfolio 
as a key element of IIF’S E&S Action Plan. In relation to this the IIF staff are expected to 
adequately inform clients. The IIF training portfolio will thus include both IIF staff and its clients. 
Capacity building will include introductory and advance training, and regular refresher courses for 
all IIF staff. Training shall cover S&E issues of infrastructure projects, policy, principles, 
procedures and guidelines.  
 
49. The IIF reports on training workshops and on-line courses covering, for example, Green 
Climate Fund projects, GoI Land Acquisition Law (2/2012; in 2016 by ADB 44 ), E&S Risk 
Management (by IFC, 2017; by DEG in 2017). Capacity building to-date has leaned towards 
environmental and social risk understanding and management 45  where training has been 
conducted by both external parties and internally. Training sessions appear to be few in number 
and of short duration. IIF reports on its S&E specialists involved in workshops and discussions 
with safeguard specialists of IFC, WB, and ADB. For strengthening IIF staff on safeguards, the 
Specialists held an internal knowledge sharing session on IIF Safeguards Principles in September 
2015. IIF conducted a workshop on Benefit and Best Practices of Doing Safeguards Principles 
for clients and potential clients during 2016-2018. In 2016, IIF participated in ADB workshop on 
Environmental and Social Safeguards in Indonesia Financial Intermediaries for Private Sector. IIF 
actively participated in ADB consultations on country safeguard review for the use of country 
safeguard system.46 
 
50. IIF S&E specialists with adequate knowledge of ADB safeguard policies, their 
interpretation and practice, with assessing implementation in the field will be important. E&S 
specialists and consultants with knowledge of GoI policy are essential for IIF. In addition, good 
knowledge of implementation of ADB safeguards principles and requirements in the field and 
implementation of environmental and social safeguards actions for the LPIIP must be a key 
requirement for training as well. Adequate competence in GoI policy and its practice is useful 
however specialists may be rigidly bound to GoI systems and can meet challenges in relating to 
the practice of international best practices and translating these to their clients.  
 

 
43  The procedural aspects be addressed through monitoring/auditing and administration processes, which include (i) 

vulnerable groups and compensatory entitlements (ADB Involuntary Resettlement Safeguard, Principle 5), (ii) 
meaningful consultation with affected persons without legal entitlements, (iii) disclosure of monitoring reports, (iv) 
broadening the scope of the IEE, abbreviated resettlement plan (abbreviated LARP, Land Acquisition and 
Resettlement Plan) and the action favorable to Indigenous People  such as Resettlement Action Plan). 

44  The training on Principle and Procedure of Land Acquisition was conducted by ADB in collaboration with Ministry 
of Agrarian and Spatial Planning/National Land Agency in December 2016 under the TA 8661: Stepping Up 
Investment for Growth Acceleration Program. 

45  The ADB assessment of the ESSF and OM SEMS, and information obtained from IIF pointed to more 
environmental focus of the training conducted through 2017. 

46  The consultations on country safeguard review for the use of country safeguards system was conducted in the 
period of 2015 – 2017 under TA 8548: Aligning Asian Development Bank and Country System for Improved Project 
Performance. 
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51. Screening is a vital aspect of project classification and targets projects. A robust screening 
process which assures proper exclusion of Category A projects will be required. IIF capacity 
building at the onset must include screening procedures to ensure that E&S specialist and 
consultants have the knowhow as where the cut-offs on the degree of environmental and social 
impacts are for classification of projects. ADB will provide training to IIF on subproject screening. 
Note that other IIF Shareholders (particularly World Bank and IFC) also require project 
classification and IIF staff may have some experience which will be built upon. 
 
52. The capacity building will improve the capacity of IIF staff and its clients in improving and 
implementing the environmental and social safeguards to address the gaps and mitigation 
measures.  The capacity building might be targeted as specific issues or within boarder themes 
listed in the following point on capacity building areas/themes.   
 
53. Capacity building of IIF S&E staff would need focus on the following themes (see also 
boarder recommendations in the IIF OM SEMS).   

(viii) Relevant international E&S policies and ADB SPS 2009 and their interpretation in 
light of GoI policy and practice: including field practice processes.47   

(ix) Procedural aspects are essential elements to include in capacity building as 
terminology, and approaches differ across institutions and shareholders, 
particularly due to the dynamic nature of this field of work in Indonesia. 

(x) Project screening procedures for categorizing of projects.  
(xi) Acceptable methods/approaches for IEE including data baselines, gendered ones, 

alternatives and cumulative assessment in projects, Conservation off-sets-
biodiversity, ecosystem services.  

(xii) Land Acquisition and Resettlement that include corridor of impacts (permanent and 
temporal; direct and indirect); affected persons; vulnerability and severity, why 
attention to vulnerable groups and gender is required. (particularly due to the 
dynamic nature of this field of work in Indonesia) 

(xiii) Impact assessment for Indigenous People and preparation of IPP.   
(xiv) Mitigation hierarchy approach, alternatives and cumulative assessment in projects 
(xv) Conservation off-sets-biodiversity, ecosystem services and livelihood restoration 
(xvi) Project impact defining: area-of-influence (footprint; spatial and temporal; direct 

and indirect); affected people; vulnerable groups, gender and customary 
communities (IPs); biodiversity/ecosystems, upstream and downstream (for water 
way projects), etc. 

(xvii) Stakeholder communication, public disclosure, and compliance monitoring.  
(xviii) Mitigation approaches: lessons from other projects which may be relevant to ADB 

financed ones. Concepts of benefit sharing and CSR. 

 
47  During an ADB visit to IIF financed project field sites ((i) 2x35MW Gas Fired Power Plant in Batam and (ii) a Toll 

Road Project (116.75km) in West Java). Notably the two projects were properly managed by IIF as the lender and 
its clients including consultations with IPs. Some procedural issues were identified and field process modifications 
were seen as required, namely, for example: most significant impacts must be separated into environment, 
resettlement and IP categories and not combined; the scoping work if pointing to significant E&S impacts must 
comply to the development of appropriate assessment documents (e.g., IEE for category B projects for ADB and 
as required by the GoI); the scope of compensation must cover the entitlements that are to be included as per GoI 
and ADB SPS 2009; there must be IIF staff dedicated to handle E&S safeguard compliance in the field; assure 
that cumulative aspects are also looked at. 

 



ANNEX I: SOCIAL AND ENVIRONMENTAL SCREENING OF CATEGORY B AND C 
PROJECTS AND EQUIVALENCE TO ADB SPS 

ADB SPS 2009, OM IIF OM Equivalence 

Environmental Safeguard 

Category B 
 
The proposed project’s potential 
adverse environmental impacts are 
site-specific, few if any of them are 
irreversible, and in most cases 
mitigation measures can be 
designed more readily than for 
category A projects.  
 
 
An initial environmental 
examination (IEE), including an 
EMP, is required. 

Category B 
 
Moderate Risk Projects. 
Projects with anticipated 
insignificant adverse impacts 
on the environment. These 
include projects with minor 
environmental impacts, such 
as transmission lines and 
substations; rehabilitation of 
power plants, factories, or 
roads within the same corridor 
or footprint; and other 
developments.  
 
Projects will require the 
preparation of Initial 
Environmental Examination 
(IEE) (outline in OM) with 
environmental mitigation and 
monitoring programs required 
to obtain environmental 
clearance. 

Partial Equivalence48 

In practices, instead of 

preparing IIE, IIF allows its 

clients to apply UKL/UPL 

and if any gaps with IEE, 

additional requirements to 

meet the gaps shall be 

prepared. 

 

IIF follows the latest 

regulation on EIA and 

assessment on cumulative 

impact, associated facility 

and no-project alternative 

will be applied as 

applicable 

 

Category C 
A proposed project is likely to have 
minimal or no adverse 
environmental impacts.  

An EIA or IEE is not required, 
although environmental 
implications need to be reviewed. 

Category C 
Low Risk Projects. Projects 
with no anticipated adverse 
environmental impacts. 
 
Category C projects require 
no impact assessment 
studies.  

Equivalence 

Involuntary Resettlement Safeguard  

Category B 

If the project includes involuntary 
resettlement impacts that are not 
deemed significant 
A resettlement plan, including 
assessment of social impacts, is 
required49  

Category B 

Projects where fewer than 200 
people will experience major 
involuntary resettlement 
impacts. 
 

While Equivalence at the 

policy level (IIF SEMS and 

ADB SPS), there is a gap 

in practical level    

 

 
48   In practice IIF will mostly categorize A for projects with Associated Facility, Cumulative Impacts, No Project 

Alternative, and Industrial Type. While ADB does not specify a project to be category A just based on the above 
elements. 

49  The involuntary resettlement impacts of an ADB-supported project are considered significant if 200 or more 

persons will be physically displaced from home or lose 10% or more of their productive or income-generating 
assets. For those involving involuntary resettlement, a resettlement plan is prepared that is commensurate with 
the extent and degree of the impacts: the scope of physical and economic displacement and the vulnerability of 
the affected persons. IIF has both 200 and 10% as numbers indicating significance and it will applies for ADB 
financed project. 
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Requires the preparation a 
Short Resettlement Action 
Plan. 

Agreed elements in ADB 

RP will be included in the 

Abbreviated RAP: 

(i) analysis of stakeholders,  
(ii) disclosure of the draft 
LARAP/RAP and any 
subsequent plan, if any,  
(iii)elaboration of applicable of 
law and regulations and 
identify required actions if any 
gaps with IIF’s SEMS and 
LIIP’s ESMS.  
(iv) statement of 
development benefit from the 
project,  

(v) income restoration 
program for vulnerable 
groups 

   

  

Category C 

If it has no involuntary resettlement 
impacts. 
 
No further action is required 
 

Category C 

No involuntary resettlement 
impacts are expected. 
 
Require no impact assessment 
studies.  
 

Equivalence 

 

Indigenous Peoples Safeguard 

Category B 

If it is likely to have limited impacts 
on Indigenous Peoples.  
 
An IPP, including assessment of 
social impacts, is required.   

Category B 

Projects that are expected to 
have limited impacts on 
indigenous people / ethnic 
minorities 
 
Requires a specific action 
favorable to indigenous 
peoples in the project design 
or in related plans  

Equivalence for 

categorization. 

Some key elements in IPP of 

ADB SPS are not covered in 

action favorable to IP (e.g. 

Resettlement Action Plan) for 

category B. IPDP is required 

by IIF for project with category 

A.   Elements should be 

covered under the specific 

action favorable to IP based 

on the SEDD result include:  

 
(i) a gender-sensitive analysis 

of the project impacts on IP 
culture and livelihood and 
IPs’ perceptions about the 
project, and  

(i) measures necessary to 
avoid adverse effects and 
measures to minimize 
impacts on indigenous 
people.  

 
 



Category C 

 

If it is not expected to have impacts 
on Indigenous Peoples. 
 
No further action is required  

Category C 

 

Projects with no anticipated 
adverse impacts on indigenous 
people  
 
No requirement.  

Equivalence 
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ANNEX II: ADB AND IIF PROHIBITED INVESTMENT ACTIVITIES LISTS 

A. ADB Prohibited Investment Activities 

The following do not qualify for Asian Development Bank financing: 
 

(i) production or activities involving harmful or exploitative forms of forced labor50 or 
child labor; 51 

(ii) production of or trade in any product or activity deemed illegal under host country 
laws or regulations or international conventions and agreements or subject to 
international phaseouts or bans, such as (a) pharmaceuticals,52 pesticides, and 
herbicides,53  (b) ozone-depleting substances, 54  (c) polychlorinated biphenyls 55 
and other hazardous chemicals,56 (d) wildlife or wildlife products regulated under 
the Convention on International Trade in Endangered Species of Wild Fauna and 
Flora, and (e) transboundary trade in waste or waste products;57 

(iii) production of or trade in weapons and munitions, including paramilitary materials; 
(iv) production of or trade in alcoholic beverages, excluding beer and wine; 
(v) production of or trade in tobacco;58 
(vi) gambling, casinos, and equivalent enterprises;59 
(vii) production of or trade in radioactive materials, 60 including nuclear reactors and 

components thereof;  
(viii) production of, trade in, or use of unbonded asbestos fibers; 61 
(ix) commercial logging operations or the purchase of logging equipment for use in 

primary tropical moist forests or old-growth forests; and 
(x) marine and coastal fishing practices, such as large-scale pelagic drift net fishing 

and fine mesh net fishing, harmful to vulnerable and protected species in large 
numbers and damaging to marine biodiversity and habitats. 

 
B. IIF Investment Exclusion List 

List of Activities that will not be financed by IIF:62  
 

• Any activity with the use of radioactive materials;  

 
50  Forced labor means all work or services not voluntarily performed, that is, extracted from individuals under threat of 

force or penalty. 
51  Child labor means the employment of children whose age is below the host country’s statutory minimum age of 

employment or employment of children in contravention of International Labor Organization Convention No. 138 
    “Minimum Age Convention” (www.ilo.org). 
52  A list of pharmaceutical products subject to phaseouts or bans is available at http://www.who.int. 
53  A list of pesticides and herbicides subject to phaseouts or bans is available at http://www.pic.int. 
54  A list of the chemical compounds that react with and deplete stratospheric ozone resulting in the widely publicized 

ozone holes is listed in the Montreal Protocol, together with target reduction and phaseout dates. Information is 
available at http://www.unep.org/ozone/montreal.shtml. 

55  A group of highly toxic chemicals, polychlorinated biphenyls are likely to be found in oil-filled electrical transformers, 
capacitors, and switchgear dating from 1950 to 1985. 

56  A list of hazardous chemicals is available at http://www.pic.int. 
57  A list is available at http://www.cites.org. 
58  As defined by the Basel Convention; see http://www.basel.int. 
59  This does not apply to project sponsors who are not substantially involved in these activities. Not substantially 

involved means that the activity concerned is ancillary to a project sponsor's primary operations. 
60  This does not apply to the purchase of medical equipment, quality control (measurement) equipment, and any 

equipment for which ADB considers the radioactive source to be trivial and adequately shielded. 
61  This does not apply to the purchase and use of bonded asbestos cement sheeting where the asbestos content is 

less than 20%. 
62  http://iif.co.id/images/annexes/IIF-Exclusion-List.pdf (accessed March 09, 2018) 

http://www.unep.org/ozone/montreal.shtml
http://iif.co.id/images/annexes/IIF-Exclusion-List.pdf


• Commercial logging operations for use in primary tropical moist forest;   

• Drift net fishing in the marine environment;  

• Introduction of genetically engineered organisms;  

• Gambling, casinos and equivalent enterprises;   

• Mining or excavation of live coral;  

• Production of lead paints;  

• Production or trade in tobacco;  

• Production or trade in radioactive materials;    

• Production or trade in products containing PCBs;  

• Production or trade in alcoholic beverages;    

• Production or trade in weapons and munitions;   

• Production and/or use of asbestos containing products;  

• Production, dissemination and sale of illegal pesticides;  

• Production or trade in or use of un-bonded asbestos fibres;   

• Production or trade in wood or other forestry products from unmanaged forests;  

• Production or trade in ozone depleting substances subject to international phase 
out;  

• Production or trade in pharmaceuticals subject to international phase outs or 
bans;  

• Production or trade in pesticides/herbicides subject to international phase outs or 
bans;  

• Production or trade in any product or activity deemed illegal under host country 
laws or regulations or international conventions and agreements;   

• Production or activities involving harmful or exploitative forms of forced 
labour/harmful child labour;  

• Production, trade, storage, or transport of significant volumes of hazardous 
chemicals, or commercial scale usage of hazardous chemicals; and  

• Production or activities that impinge on the lands owned, or claimed under 
adjudication, by Indigenous Peoples, without full documented consent of such 
peoples. 

 


