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I. INTRODUCTION  

1. The Asian Development Bank (ADB), in its 2009 Safeguards Policy Statement (SPS), 
ADB may consider a borrower’s request to use CSS in ADB-financed projects only if: (i) the 
CSS is equivalent to the objectives, scope, triggers, and principles of the SPS; and (ii) the 
borrower has the necessary capacity and experience to implement its own CSS.1 
 
2. Indonesia has made good progress in improving its environmental and social safeguard 
systems toward matching international good standards and practices. Indonesia’s policy and 
legal framework for safeguards are widely regarded. In conjunction with progress made, the 
Government of Indonesia, through the National Development Planning Agency (BAPPENAS), 
has thus requested ADB to formally consider the use of Indonesia’s CSS for environment and 
involuntary resettlement in future projects and programs financed by ADB. Following the 
Country Safeguards Review completed in 2015, Indonesian government and ADB have agreed 
to conduct a detailed assessment of the suitability of CSS for PLN at the agency level for the 
application of environmental and involuntary resettlement safeguards in future ADB- financed 
projects.  

 
3. This report presents the findings of the equivalence and acceptability assessments 
which are accompanied by recommendations, as necessary, for PLN use of country safeguard 
system (CSS) to attain full equivalence with the objectives, scope and triggers, and policy 
principles of ADB’s SPS. 
 
A. Background 

4. PLN is a state company in Indonesia established in 1945 with a mandate to supply 
electricity throughout Indonesia. PLN plays a strategic role in national economic development 
through its core business of producing, transmitting and distributing electricity throughout 
Indonesia.2  Over the past 50 years, the Asian Development Bank (ADB) has financed 23 
projects totaling $3.91 billion in Indonesia’s energy sector.  
 
5. PLN undertakes Environmental and social safeguards in accordance with the laws of the 
Indonesian government, supporting regulations and international standards to address 
environmental and socioeconomic impacts arising from its project activities with special 
attention to the safeguard requirements of development partners3.  

 
6. The legal and regulatory framework for safeguards followed by PLN based on the 
national legal framework for environmental and involuntary resettlement safeguards.  This 
comprises of many laws, regulations/decrees directly related to environment and involuntary 
resettlement.  In addition, there are many other laws, supporting regulations and decrees on 
other sectors that have safeguards dimensions that are followed by PLN during designing, 
approval and implementation of their projects across the country.   

 

                                                
1  ADB. 2009. Safeguard Policy Statement. Manila (Appendix 6: Strengthening and Use of Country Safeguard 

Systems to Address Environmental and Social Safeguards Issues).  
2  The Mission of PLN are; (i) Running an electricity business and other related sectors, oriented to customer 

satisfaction, company members and shareholders; (ii) Making electricity available a means to improve quality of life 
of the public; (iii) supporting the use of electricity to support economic growth; and iv) Operating an environmentally 
friendly business. PLN’s corporate vision is to be recognized as a World Class Company supported by first rate 
human resources.  

3 They include Asian Development Bank, World Bank, JICA, KfW and AFD.   



 

 

7. Although not formalized as a distinct corporate safeguard policy, PLN safeguards 
function in the context of Indonesian national laws and regulations as well as international 
standards, including ISO-based integrated management system, good corporate governance, 
and principles of corporate social responsibility. As a state-owned corporation, PLN also issues 
legally binding corporate decrees on environmental and social safeguards.  

 
B. Methodology 

8. The equivalence and acceptability assessments were conducted in accordance with the 
methodology outlined in Appendix 6 of the SPS: Strengthening and Use of Country Safeguard 
Systems to Address Environmental and Social Safeguard Issues. The assessment was also 
guided by ADB’s Country Safeguards System review (CSR) Guidance Note issued by ADB in 
2011. Per Appendix 6 of ADB’s SPS: “Country safeguard systems means a country’s legal and 
institutional framework, consisting of its national, subnational, or sectoral implementing 
institutions and relevant laws, regulations, rules, and procedures that pertain to the policy areas 
of environmental and social safeguards.”5 The benchmark for this equivalence assessment 
consists of the objectives, scope and triggers and policy principles of ADB’s SPS. The ADB 
Guidance Note provides that CSR include the following elements; (i) an equivalence 
assessment; (ii) an acceptability assessment; (iii) an action plan for gap filling, which may 
include updating of guidance, improvement of implementation practices, and capacity 
development; and (iv) disclosure and consultation to obtain inputs and feedback for the draft 
assessment findings and action plan. 
 
9. The equivalence assessment for PLN was performed for both environment and 
resettlement safeguards based on the equivalence matrix developed as part of the CSR work 
performed under TA 85484.  The equivalence assessment compares PLN’s environmental and 
land acquisition policies and procedures as adopted from the national CSS to the corresponding 
SPS objectives, scope, triggers, and policy principles on the environment and involuntary 
resettlement. The equivalence matrix identifies the extent of equivalence of Indonesia’s legal 
frame work supporting environmental and social safeguards for each of SPS’ policy principles, 
characterized as “fully”, “partially” or “not” equivalent.   Specific gaps in the Indonesian legal 
framework have been identified as they apply to PLN, and recommended actions formulated to 
address the gaps.  In addition, the assessment on equivalence has also provided enhancement 
actions, that also become part of the acceptability action plan. 
  
10. The Purpose of the acceptability assessment is to determine the implementation 
effectiveness of PLN environmental and social safeguards as both a complement to and 
validation for the equivalence assessment. Assessment of all three criteria (institutional 
capacity, processes and procedures; and implementation practices and performance) were 
disaggregated by components and subcomponents corresponding to the requirements of PLN 
environmental and social safeguards implementation practices. For each component or 
subcomponent, ADB’s findings is characterized as strong, moderate, or weak. To determine 
acceptability, the assessment examined three criteria:  

 
(i) Institutional capacity. Institutional capacity refers to the capacity and commitment 

of the implementing institutions for CSS implementation to carry out their 

                                                
4  ADB. 2014. Technical Assistance for Indonesia for Aligning ADB and Country Systems for Improved Project 

Performance. Manila (TA 8548 INO). The outcome of the TA is increased alignment of ADB and Government 
systems and procedures to prepare and implement projects. One of the TA outputs is a review of the country 
safeguard systems 

 



 

 

responsibilities as assigned by the legal framework under which they operate. This 
includes PLN’s institutional structure, budget, staffing, institutional knowledge and 
knowledge management, technical expertise, legal counsel, supporting equipment 
and facility, individual training, and institutional capacity building.  

(ii) Safeguards implementation processes and procedures. Implementation 
practices includes an assessment of delivery procedures and process by which 
PLN safeguard requirements are implemented including the coherence, 
transparency, consistency, and effectiveness of these procedures. 

(iii) Performance. Assessment of performance in implementing PLN’s corporate 
safeguards is divided into two categories:  
a. Outputs. Outputs include assessment of the safeguards documentation based 

on their compliance with legal requirements, consistency with TORs, depth 
analysis, and relevance to project conditions.  Documents include: 
environmental impact assessment reports, environmental management and 
monitoring plans, and land acquisition plans. 

b. Outcomes. Outcomes refer to net impacts of PLN’s projects on the 
environment and the people affected by land acquisition and involuntary 
resettlement. 

  
11. Each criterion was assessed and scored in relative terms ranging from “strong” to 
“moderate” to “weak.”  

 
II. EQUIVALENCE ASSESSMENT  

12. Aggregate Findings. The equivalence assessment found that PLN’s environmental and 
involuntary resettlement safeguards system are broadly aligned to the objectives, scope and 
triggers of ADB safeguards both for environment and involuntary resettlement.  No significant 
gaps that would preclude ADB’s selective use of Indonesian’s legal framework were found. 
Each of the policy principles were analyzed in detail after being disaggregated into their key 
elements. It was determined that there was no complete mismatch, and there were some cases 
of partial equivalence. These gaps are minor in nature and scope, and do not require any 
legislative changes.  

 
13. Environmental Safeguards. SPS sets out 23 policy principles (PPs) for the 
environmental and involuntary resettlement safeguards. 5  These principles were further 
disaggregated into discrete key elements (KE) for the purposes of more detailed comparison. 
For PLN, of the 41 KEs which show that the national legal framework is fully equivalent with 35, 
and partially equivalent to only 6 out of 41 KEs. There is no case of non-compliance.  

 
14. Involuntary Resettlement. Equivalence assessment for involuntary resettlement is 
performed through the disaggregation of twelve involuntary resettlement policy principles into 36 
KEs. The Indonesian legal framework for involuntary resettlement safeguards finds that the 
existing legal framework is broadly aligned with SPS objectives, scope and triggers.  Out of 36 
KEs, 25 KEs are fully equivalent and 11 KEs are partially equivalent.  There is no case of non-
equivalence. The existing legal framework has strong provisions for such key policy 
requirements as applying the replacement cost principle for affected assets, instilling good 
planning practices for comprehensive consultations, and establishing Grievance Redress 
Mechanism. 

                                                
5 The environmental safeguards have 11 policy principles, and involuntary resettlement safeguards have 12 policy 

principles. ADB. 2009. Safeguard Policy Statement. Manila.  



 

 

 
 

A. Environmental Safeguards Equivalence   

15. ADB’s SPS 2009 has environmental safeguards has 11 policy principles detailed 
through 41 KEs. The national legal framework is fully equivalent with 35 of the 41, and partially 
equivalent to only 6 out of 41 KEs. There is no case of non-compliance.  
 
16. The partial gaps in equivalence for PLN relate to the following:  

 
(i)  Screening:  Currently, under the national legal framework, environmental 

assessment is not required for distribution lines unless they are in proximity to a 
protected area while SPS requires screening for impacts to determine the 
appropriate level of environmental assessment;  

(ii)  Socio-economic Impacts Assessment: The legal framework does not explicitly 
require identification and assessment of socioeconomic impacts of projects with 
respect to vulnerable groups and gender in the AMDAL and UKL-UPL processes;  

(iii)  Meaningful Consultation: The Indonesian legal framework does not require 
mandatory identification of, and consultation with vulnerable persons and women in 
the AMDAL and UKL-UPL processes (this includes two gaps in key elements 5.1 and 
5.2);  

(iv) Biodiversity Impacts in protected areas: The legal framework contains some basic 
principles and requirements6 for evaluating the environmental cost versus benefit for 
projects, however, it is not specifically mentioned in areas supporting natural habitat 
and diversity; and  

(v)  Pollution Prevention Standards: The air emission and ambient noise standards set 
out in the Indonesian legal framework are less stringent than SPS required standards 
as contained in the World Bank Environmental Health and Safety guidelines. 

 
B. Involuntary Resettlement Safeguards Equivalence 

17. Out of 11 KEs found partially equivalent, a few KEs come very close to meeting SPS 
requirements. These include: (i) performing screening for social impacts, but doing it as part of 
the environmental screening process, i.e., when the latter is triggered, which implies that there 
may be cases when screening for involuntary resettlement impacts may not take place;  (ii) 
legally mandating disclosure of involuntary resettlement impacts and compensations, but not in 
the same holistic manner as required by SPS; (iii) extending compensation to non-titled users of 
land, while retaining some exceptions which are not recognized in SPS; (iv) having clear 
procedures in place for negotiated settlement ensuring the same or better income and livelihood 
status for the affected persons, while not fully meeting SPS requirements related to 
transparency of the process.    
 
18. The key partial gaps include the following: 

 
(i) Resettlement assistance and integration of resettled persons. The legal framework 

does not clearly provide for resettlement assistance related to employment and 
production opportunities and other development assistance to restore livelihoods 

                                                
6 In Appendix III Point 1.5 of Decree of Head of Bapedal No. 299/1996 related to Data Collection Method and Data 

Analysis mentioned that Economic Data as much as possible scored with monetary value (valuation) since most 
economic indicators can be quantified. 

 



 

 

and to integrate resettled persons into their host communities, nor extends such 
benefits to host communities;  

(ii) Needs of Vulnerable Groups.  The legal framework does not clearly require special 
attention to vulnerable groups as described in SPS; and 

(iii) Monitoring and assessing resettlement outcomes and impacts on the standards of 
living of displaced person. The legal framework does not require monitoring of the 
resettlement impacts on standards of living of displaced persons. 

 
III. ACCEPTABILITY ASSESSMENT 

19. The acceptability assessment was based on desk review of safeguards documents; 
interviews with PLN staff at HQ and at field levels, affected persons, etc. The assessment has 
also benefitted from country-level CSR and program safeguards system assessment (PSSA) 
results for ADB-supported energy RBL programs and projects.7  To determine acceptability, 
three components were examined: (i) institutional capacity; (ii) implementation practices, 
processes, and procedures; and (iii) performance (outputs and outcomes). Each component has 
sub components, which were assessed to be strong, moderate, or weak.8  

 
A. Environmental Safeguards Acceptability 

20. Institutional Capacity. For environment, the acceptability assessment found that the 
PLN's institutional capacity to implement environmental safeguards components is generally 
moderate and requires some improvement. PLN has established environmental safeguard units 
(K3L Division) at its HQ, and deploys environmental engineers in its regional units, but further 
institutional assessments are required to strengthen the organizational structure, staffing and 
budget allocations. PLN has an in-house corporate university which includes a Health, Safety, 
Security, and Environment (HSSE) Academy, but the curriculum needs to be updated with a 
stronger emphasis on environmental safeguards. External expertise is available to conduct 
environmental assessments; however, the expertise needs further strengthening to include 
reviewing of specialized and technical topics 

 
21. Safeguards process and procedures. For environment, PLN’s safeguards process 
and procedures (implementation practices) are generally moderate with one strong point at 
coordination with other government entities responsible for planning the environmental 
screening and approval needed for PLN’s operation.  

 
22. The sub-components rated as moderate and requiring improvement were screening, 
scoping, use of risk assessment and a mitigation hierarchy, incorporation of pollution control into 
standard environmental management measures and hazardous waste management, and 
setting safeguards targets. Out of 12 sub-components, there are only three considered weak (i.e 
public consultation, grievance redress mechanism, and protected areas and biodiversity 
conservation).   
 
23. Outputs and Outcomes. The outputs and outcomes of PLN’s projects and activities are 
generally rated moderate, but with room for improvement. For environment, out of 8 sub-

                                                
7  These projects and programs include: (i) INO: Electricity Grid Strengthening – Sumatera Program; (ii) INO: 

Sustainable Energy access in eastern Indonesia – Electricity Grid Development Program; (iii) INO: West 
Kalimantan Power Grid Strengthening Project; and (iv) Eastern Indonesia Sustainable Energy Access Sector 
Project.  

8 Total components for the environment is 33 components and involuntary resettlement is 27 components. 



 

 

components, seven rated as moderate, and one is considered weak, i.e. method for review 
contents and substance of reports submitted, and requires improvement.   
  
B. Involuntary Resettlement Safeguards Acceptability 

24. For Involuntary Resettlement. PLN’s institutional capacity is assessed moderate. PLN’s 
institutional structure is decentralized and complex, with at least three divisions at HQ level 
sharing the responsibility for social safeguards with the PPT being the primary responsible 
division.   The PPT Division developed Technical Guidelines for Land Acquisition and  
established two sub-divisions (one for land acquisition and the other for permitting). PPT   
provides supervision to PLN safeguard units at field level, particularly for projects with significant 
land acquisition impacts. 
 
25. PLN’s safeguards process and procedures (implementation practices) are generally 
moderate with six strong points and nine moderate. Areas for improvement include 
strengthening the quality of feasibility studies and land acquisition plan documents, improving 
social data collection practices, adjusting focus on enhancing living standards for all affected 
persons, paying special attention to the needs of the poor and other vulnerable groups 
improving practices related monitoring of resettlement impacts, and disclosure of information to 
the affected people. 

 
26. For outputs and outcomes for Involuntary Resettlement, out of 4 sub-components, three 
rated as moderate and one rated as weak, i.e. quality of LAP document, and requires 
improvement.  
 

IV. ACTION PLAN 

27. Based on the equivalence and acceptability assessments, ADB and PLN developed and 
agreed on a detailed Action Plan with a corresponding timetable and designated responsible 
parties assigned to fill the gaps in both the equivalence and acceptability assessments.   

 
A. Equivalence and Acceptability Actions 

28. Environment. With respect to the environment, agreed actions to fill the gaps in 
equivalence assessment include: 

 
(i) PLN Board of Directors’ Decree: PLN Board of Director to adopt an agency 

specific decree or cause the issuance of an instrument that would effectively 
require all relevant PLN divisions to comply with the following requirements: (i) 
conduct screening for distribution line, (ii) ensure community consultation with 
attention to vulnerable groups and gender, (iii) ensure that projects in natural 
habitats evaluate the overall benefit of the project in comparison to its 
environmental costs, and (iv) adoption of the international best practice for noise 
and air emissions standards, as contained in the as contained in the World Bank 
Group’s Environmental, Health and Safety Guidelines for all ADB financed power 
generation projects.    

 
29. Agreed actions to fill the gaps in acceptability assessment include: 

 
(i) Institutional Structure, Budget and Staffing: Conduct further institutional 

assessment: (i) to ensure that an adequate organizational structure in relation to 
safeguards, with improved communication and reporting lines is in place, and (ii) to 



 

 

assess the budgetary and staffing needs. Use national staffing projection plan to 
add environment staff to strengthen capacity of units at all levels.  

(ii) Institutional Knowledge Management: Designate a knowledge management 
focal person, and prepare a Knowledge Management Plan, covering the areas of 
biodiversity, hazardous waste, worker and community safety international 
standards on pollution Prevention (World Bank-Environmental Health Standard 
Guidelines), meaningful community consultation, gender and vulnerable persons.  

(iii) Access to Independent Technical Expertise: Develop and maintain a roster of 
certified and qualified consultants for preparing, reviewing and providing 
specialized technical9 inputs to the environmental safeguards; and prepare master 
terms of reference and ensure the allocation of adequate resources for those 
consultants.  

(iv) Supporting Equipment and Facilities: Provide noise and air emissions 
monitoring equipment at the power plants as required; and train staff to ensure 
proper operation of the equipment.  

(v) Capacity Building and In-house Training: Update capacity building master plan 
for environmental safeguards and strengthen the curriculum on environmental 
safeguards at the PLN Academies, to follow international good practices. 

(vi) Supervision and Monitoring: Develop monitoring procedures and conduct 
training in environmental monitoring for responsible staff of UIP/UPP and Wilayah. 

(vii) Comprehensive Technical Guidance 10 : Develop comprehensive technical 
guidance for the environmental assessment process (AMDAL/UKL-UPL) across all 
PLN operations.   
 

30. Involuntary Resettlement Actions. With respect to involuntary resettlement, agreed 
actions to fill the gaps in equivalence include:   

 
(i) PLN Board of Directors’ Decree. PLN Board of Director to adopt an agency 

specific decree or cause the issuance of an instrument that would effectively 
require all relevant PLN division to comply with the following requirements: (i) 
appropriate screening for each project (ii) develop assistance and relocation 
strategy including integration of resettled persons into host communities, extension 
of project benefits, and transitional support and development assistance; (iii) 
provide assistance to informal users of land and other non-titled affected persons 
and enhancement of income and livelihood protections for displaced persons 
through the CSR program; (iv) give attention to the needs of vulnerable groups and 
gender; (v) ensure monitoring of resettlement impacts on the standard of living of 
displaced persons and (vi) disclose the final resettlement plan and its updates. 

 
31. The summary of agreed actions to fill the gaps in acceptability include:   
 

i) Capacity building and technical resources. Strengthen involuntary resettlement 
safeguards division at PLN HQ and streamline its responsibility over the 
resettlement process across the organization. Strengthen staff qualifications in the 

                                                
9   Including in the areas of biodiversity, air pollution management, and noise/vibration control modelling. 
10 The guidance document will address a significant number of capacity gaps identified through the acceptability 

assessment and will provide guidance among others on:  undertaking a project level safeguards risk assessment 
approach; developing mitigation hierarchy in all projects; undertaking project screening; conducting meaningful 
public consultations with due consideration to gender and the vulnerable; parameters for PLN projects in 
biodiversity sensitive areas, etc. 

 



 

 

regions and improve curriculum of PLN University on involuntary resettlement 
safeguards and increase participation of staff at unit level to participate in the 
regular staff training. Mainstream budgetary provisions and budget allocation 
process to integrate land acquisition budgets and income/livelihood restoration 
budgets. 

ii) Feasibility Study and Land Acquisition Plan Documents. Ensure 
comprehensive feasibility study is conducted and improve quality of land 
acquisition documents.   

iii) Public Consultation and Grievance Redress Mechanism. Strengthen 
meaningful consultation to ensure attention to vulnerable groups including 
indigenous peoples and women’s participation, and improve the recording of 
grievance handling.  

iv) Income and Livelihood Restoration Measures. Incorporate measures for income 
and livelihood restoration and other resettlement assistance to all affected persons 
by mandating the use of Corporate Social Responsibility (CSR) as an option to 
mitigate possible involuntary resettlement and other social risks, starting from the 
land acquisition planning stage. 

v) Assistance to Vulnerable Groups and Non-land rights holders. Ensure 
assistance to vulnerable groups and people without a formal title to land and other 
affected assets. 

vi) Monitoring. Improve monitoring to cover land acquisition impacts on the living 
standards of the affected peoples/entitled parties with special attention to 
vulnerable people and gender equality. 

vii) Disclosure. Disclose land acquisition plans and monitoring reports on PLN 
website. Comply with other disclosure requirements as agreed in the detailed 
action plan. 

 
32. PLN is responsible for implementing all action plan items, and ADB will assist through a 
Technical Assistance and its dedicated safeguards experts team based in Indonesia Resident 
Mission.  
 

V. CONCLUSION 

33. ADB has assessed PLN’s management of project environmental and social risks. Based 
on the above assessment and action plan, shows that PLN has appropriate safeguards  in place 
to manage social and environmental risks across all its operations. An actions plan to address 
all gaps has been proposed and will be adopted by PLN, which upon implementation  ensure 
full equivalence and acceptability with ADB’s SPS and PLN can deliver effective management 
on environmental and social risks. 
 
34. This draft report is issued for consultation and feedback from stakeholders.  Upon 
completion of consultations, a final version will be disclosed.  
 


