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Project Administration Manual Purpose and Process 

 
1. The project administration manual (PAM) describes the essential administrative and 

management requirements to implement the project on time, within budget, and in accordance 
with the policies and procedures of the Government of Indonesia (government) and Asian 
Development Bank (ADB). The PAM should include references to all available templates and 
instructions either through linkages to relevant URLs or directly incorporated in the PAM. 
 

2. The PT. Sarana Multi Infrastruktur (Persero) (SMI) as the executing agency and PT Indonesia 
Infrastructure Finance (IIF) as the implementing agency, are wholly responsible for the 
implementation of ADB-financed projects, as agreed jointly between the borrower and ADB, and 
in accordance with the policies and procedures of the government and ADB. ADB staff is 
responsible for supporting implementation including compliance by SMI and IIF of their 
obligations and responsibilities for project implementation in accordance with ADB’s policies and 
procedures. 
 

3. At loan negotiations, the borrower and ADB shall agree to the PAM and ensure consistency with 
the loan agreement. Such agreement shall be reflected in the minutes of the loan negotiations. 
In the event of any discrepancy or contradiction between the PAM and the loan agreement, the 
provisions of the loan agreement shall prevail. 

 
4. After ADB Board approval of the project's report and recommendations of the President (RRP), 

changes in implementation arrangements are subject to agreement and approval pursuant to 
relevant government and ADB administrative procedures (including the Project Administration 
Instructions) and upon such approval, they will be subsequently incorporated in the PAM. 
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I. PROJECT DESCRIPTION 

A. Rationale 

1. Stable economic growth has helped Indonesia reduce poverty. Prudent 
macroeconomic management enabled Indonesia to weather the global financial crisis in 2008 as 
well as the sharp global commodities downturn in 2015, while achieving an annual average 
economic growth rate of about 5% over the last decade. Measurable improvements have been 
achieved in reducing multidimensional poverty.  However, almost 40% of the population remains 
close to the national poverty line and therefore at risk of sliding back into poverty in the event of 
shocks such as increases in food prices, ill health and natural disasters. With the country’s output 
already close to its potential, further increase in economic growth, in particular towards the 8% 
annual growth target of the national medium-term development plan, will require structural 
economic transformation.  
 
2. Inadequate infrastructure a critical constraint to inclusive growth.1 Indonesia’s 
infrastructure and infrastructure services are inadequate to supporting a modern, competitive 
middle-income economy as well as providing basic services to its people. Poor infrastructure 
constrains connectivity in Indonesia’s archipelagic geography. Indonesia’s roads, ports and 
airports are heavily congested. Logistics costs are high by middle income country standards 
affecting trade and investment. Inadequate infrastructure is linked to inequality in Indonesia, with 
women often bearing the biggest burden of inadequate infrastructure, as they spend more time 
collecting water, firewood, and going to the market than men. Inadequate infrastructure drags 
Indonesia’s competitiveness. In the 2017 Global Competitiveness Index, Indonesia ranked 36th 
overall out of 137 countries, but ranked 68th on the quality of infrastructure and 86th on the quality 
of electricity supply.2 Estimates indicate that a 1 percent of GDP equivalent of permanent increase 
in infrastructure investment in Indonesia would lead to 2 percent increase in GDP in the medium 
and longer term.3 
 
3. Infrastructure development is a key government priority. Total government spending 
on infrastructure has increased from 8.2% of the total national budget (Rp 86 trillion) in 2010 to 
18.6% (Rp 387.7 trillion) in 2017.4 The government has also undertaken a number of important 
institutional and regulatory reforms to facilitate infrastructure development. In 2010, with the 
support of ADB and World Bank, the government established IIF, SMI, and PT Indonesia 
Infrastructure Guarantee Fund (IIGF). They have become major players in the infrastructure 
landscape of Indonesia by providing financing in the form of debt, equity, guarantee and advisory 
services. In 2014, the government established the Committee for Acceleration of Priority 
Infrastructure Delivery (KPPIP) to address coordination problems leading to delays in the roll-out 
of infrastructure projects. KPPIP is mandated to facilitate strategic infrastructure projects with a 
total estimated cost of $323 billion (about 32% of GDP) to be implemented from 2015 - 2022; 50% 
of which is expected to be privately financed, the rest from SOEs and to a lesser extent by the 
state budget. 5  Out of these, KPPIP has been instrumental in getting 10 projects completed, 38 
projects through to construction/partial operation, 118 projects in construction, 6 in transaction 

 
1 H. Hill, M. E. Khan and J. Zhuang. 2012. Diagnosing the Indonesian Economy – Toward Inclusive and Green Growth. 

Manila: ADB; ADB. 2010. Indonesia: Critical Development Constraint. Manila: ADB.  
2 http://reports.weforum.org/global-competitiveness-index-2017-2018/competitiveness-rankings/#series=GCI 
3 IMF. 2018. Article IV staff report. Washington D.C. 
4As per Ministry of Finance budget document (https://www.kemenkeu.go.id/en) and PwC report 

(https://www.pwc.com/id/en/media-centre/infrastructure-news/august---2017/infrastructure-budget-rises-to-rp-409-
trillion.html)  

5  https://kppip.go.id/proyek-prioritas/  

 

https://www.kemenkeu.go.id/en
https://www.pwc.com/id/en/media-centre/infrastructure-news/august---2017/infrastructure-budget-rises-to-rp-409-trillion.html
https://www.pwc.com/id/en/media-centre/infrastructure-news/august---2017/infrastructure-budget-rises-to-rp-409-trillion.html
https://kppip.go.id/proyek-prioritas/
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and 75 projects in preparation. In 2017, the government established a Non-Government 
Investment Financing Initiative at BAPPENAS to promote private and other non-budget 
investment in selected projects.6  
 
4. Leveraging private investment essential for closing the financing gap. While 
continued improvements in public revenue and expenditure management will help create fiscal 
space for infrastructure and other priority development spending, any further increases in public 
expenditure on infrastructure over the near to medium term is likely to be incremental. Hence, 
public sector investment alone will not be adequate to meet Indonesia’s infrastructure needs 
estimated at $70 billion per annum. 7 Increasing private sector participation will be essential for 
closing the investment gap and reducing the fiscal burden. Moreover, private sector investments 
have the potential to enhance the quality of infrastructure through improved efficiency as well as 
knowledge and technology transfer. In the last seven years, the total investment in infrastructure 
with private participation is estimated to be $33 billion and about 42 projects reached financial 
closure, with electricity receiving the largest share of investment.8 
 
5. Limited sources of long term finance and project facilitation services.  With the 
growing number of infrastructure projects being rolled out, the lack of long-term debt and equity 
financing has emerged as a key constraint. Indonesia’s financial sector is small by regional 
standards, with high borrowing costs and relatively short-term nature of available financial 
instruments limits the opportunity for raising long-term financing for infrastructure. Total financial 
sector assets are about 72% of GDP, and the sector is dominated by commercial and state-owned 
banks.9 The local capital market is relatively shallow. At the end of 2015, outstanding debt 
securities equaled 16% of GDP, while stock market capitalization was 41% of GDP. Lack of 
liquidity is a major problem in the debt securities market, which adversely affects pricing. The 
government bond market represents only 15.3% of GDP, compared with regional average of 58% 
of GDP.10 The corporate bond market represents just 2.8% of GDP, and the yield for AAA rated 
10-year local currency corporate bond is 8.6% in Indonesia, while in Malaysia the yield on a similar 
corporate bond is 4.96% and in Thailand 7.85%.11  
 
6. Banks, which hold 75% of the country’s financial sector assets, rely on short-term deposits 
for funding. 12  Nearly 90% of deposits have a maturity of less than 90 days.13 Banks’ product 
offerings are mostly term loans and working capital finance of medium tenure (5 – 7 years) and 
on full recourse basis.14 In addition, legal lending limits, Basel III norms and few large commercial 
borrowers limit the scope of commercial bank financing of infrastructure. Project finance and more 
innovative structured products remain nascent. Strong profitability driven by high net interest 
margins works to reduce the incentives for the banks to innovate and try new financing products 
requiring different credit assessment tools. Project bonds in Indonesia have been used mostly to 

 
6  PINA’s pipeline of projects to assist with equity investment facilitation includes 19 toll roads, 4 airports, 10 power projects and one 

tourism project with a total value of USD 25.8 million. http://pina.bappenas.go.id/  
7  ADB. 2017. Meeting Asia’s Infrastructure Needs. Manila. 
8  Participation in infrastructure database. http://ppi.worldbank.org/snapshots/country/indonesia  
9 Four banks are reported to account for almost half of banking system assets. See: IMF. 2017. Indonesia Financial 

System Stability Assessment. Washington D.C.  
10 M. S. Ismail. Summary of Indonesia’s Finance Sector Assessment. Manila: ADB. 
11 Accessed on 25 April 2015 at: http://www.ibpa.co.id/IBPAMicrosite.aspx; https://www.bpam.com.my/op/o4008.asp 
12 For further details see: Sector Assessment (Summary): Infrastructure Financing. The document is accessible from 

the list of linked documents in Appendix 2.  
13 World Bank. 2017. Indonesia Financial Sector Assessment. Washington D.C.  
14 World Bank. 2017. Indonesia Infrastructure Finance Facility Project – Additional Finance. Project Paper. Washington 

D.C.  

 

http://pina.bappenas.go.id/
http://ppi.worldbank.org/snapshots/country/indonesia
http://www.ibpa.co.id/IBPAMicrosite.aspx
https://www.bpam.com.my/op/o4008.asp
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re-finance ongoing projects in Indonesia, with little appetite from investors/issuers for greenfield 
projects.  
 
7. IIF can catalyze private sector participation. IIF was established in 2010 by the 
government and development partners to provide financing solutions and instruments that are 
otherwise unavailable in the market.15 Based on IIF's strategic importance, strong public-sector 
and supranational owners, and tight monitoring by the Ministry of Finance, Fitch (in December 
2017) and Pefindo (in April 2018) maintained its national long-term rating of IIF’s bonds at AAA 
with a stable outlook16. IIF has an expanding portfolio with gross cumulative commitment growing 
by 56% between 2013 and 2017.  IIF plays a critical market development role for infrastructure 
financing by: (i) providing longer tenors than what is currently available in the market; (ii) extending 
non-recourse and limited recourse financing that support development of new asset class for 
project finance instruments; and, (iii) offering scarcely available products such as mezzanine and 
equity finance. IIF partners with other banks and financial institutions through a syndication 
approach as prescribed by its investment limits. IIF can play the role of the lead bank in the lending 
syndicate given its project structuring expertise, and its participation adds an additional element 
of comfort to the co-financiers. In cases where IIF is not the lead bank, it undertakes an 
independent due diligence of the underlying risk and the lenders agree on a common term-sheet. 
Where IIF provides mezzanine or equity investments, it takes the riskier leg of the financing 
equation, thereby catalyzing senior bank debt. Ministry of Finance has expanded IIF’s investment 
mandate to also include social infrastructure, such as health and education.   
 
8. Given the growing infrastructure market in Indonesia and ample space for leverage, IIF 
expects its investment commitment to grow to over $1.74 billion in 2019. To accommodate this 
growth, during 2017–2019, IIF plans to raise $1.43 billion from the market, which will include funds 
with shorter and mid-length tenors from domestic and foreign banks, or domestic bond issuance, 
in addition to the funds with longer tenors through subordinated loans from ADB and the World 
Bank. In 2020, IIF plans to issue an initial public offering (IPO) at the Indonesia stock exchange. 
Total private investment in infrastructure leveraged by IIF may reach $14 billion or 11% of 
RPJMN’s total need of private investment in infrastructure over the period of project 
implementation. 
 
9. Previous ADB’s assistance to IIF. Since 2006, ADB has continuously supported the 
development of the infrastructure finance market in Indonesia through policy-based loans, grants, 
and technical assistance. To help set up IIF, in 2009 ADB approved financing for the Indonesian 
Infrastructure Financing Facility Company Project comprising (i) a financial intermediation loan of 
USD100 million to the Republic of Indonesia, and (ii) an equity investment of up to 
USD40,000,000 (rupiah equivalent) in IIF’s capital. ADB owns 19.99% in equity and has a 
representative on IIF’s Board of Commissioner.17 The sovereign loan partially financed eight sub 
projects with an investment cost of USD1.3 billion, implying a loan multiplier effect of 12.7 times.  
The ADB loan was rated to be highly relevant, effective in achieving outcomes, efficient both in 
terms of utilizing the inputs to achieve the desired outcome and in terms of supporting the 

 
15 IIF has a total equity capital of IDR2,225.1 billion which is owned by SMI (30%), ADB (19.99%), IFC (19.99%), DEG 

(15.12%) and Sumitomo Banking Corporation (14.90%). 
16 http://www.pefindo.com/index.php/fileman/file?file=PressRelease/2017-04-07-IIFF.pdf 
17 The conflict of interest that ADB’s status as a shareholder and lender could give rise to is manageable. ADB does 

not lend directly to IIF although ADB and IIF will be parties to the same project agreement. ADB or its nominee in the 
IIF’s Board of Commissioners will comply with all applicable Indonesian law requirements in relation to conflict of 
interest. The current practice of ADB and its nominee in IIF is to abstain from decisions that include transactions 
involving ADB.  
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establishment of efficient processes and arrangements in IIF and likely sustainable.18 The project 
was assessed as being overall successful.19 
 
10. Lessons learned. The proposed project incorporates lessons learned from previous 
engagement with IIF, including: (i) the need for close ADB supervision to adequately monitor 
project performance; (ii) the importance of defining the subproject eligibility criteria, focusing on 
long-term debt provided on a project-finance basis, and excluding subprojects with adverse 
environmental or social impacts; (iii) the role of complementary technical assistance in 
strengthening IIF and SMI capacity; (v) submission of financial statements as per ADB 
requirement; and, (v) the importance of adequate coordination mechanisms between MOF, 
BAPPENAS, IIF, SMI, ADB, and the World Bank Group to proactively discuss project issues. The 
project also draws on lessons from similar financial intermediary loans, for example, ADB loan to 
the India Infrastructure Finance Company.20 The lessons have been included in the project 
design, which include quarterly progress monitoring, establishment of subproject edibility criteria, 
submission of audited project financial statements in a timely and acceptable manner, and closer 
coordination with relevant development partners.  
 
11. ADB’s value addition. Building on the experience of the first ADB loan for IIF, the 
proposed project will seek to value add by strengthening Indonesia’s infrastructure finance market 
and boosting the capacity of two key institutional actors in the infrastructure financing landscape 
(SMI and IIF). The project will help deepen IIF’s lending operations, which in turn will fill a critical 
market gap for infrastructure financing. Improvement from the previous ADB loan include the 
establishment of clearer subproject selection criteria to enable expansion of quality infrastructure 
projects.21 ADB will provide technical assistance to increase the capacity of IIF for the planned 
expansion of equity investments, mezzanine finance and credit guarantee, undertaking economic 
assessments, and to IIF and its clients on social and environment safeguards.22 
 
12. Alignment. ADB’s sovereign financing will help address a key constraint posed by the 
lack of long term funding sources and enable IIF to crowd-in private investments in infrastructure, 
while easing the fiscal burden. The project is aligned with ADB’s Country Partnership Strategy for 
Indonesia (2016-2019)23, which has strong focus on acceleration of Indonesia’s infrastructure 
development and promotion of private sector participation. It complements ongoing ADB activities 
in support of Indonesia’s efforts to strengthen preparation and implementation of infrastructure 
projects. It will link with and cross facilitate both ADB sovereign and nonsovereign infrastructure 
development operations in Indonesia.24 
 

 
18 ADB. 2017. Project Completion Report: Indonesia Infrastructure Financing Facility Company Project. Manila. 
19 ADB. 2017. Validation Report: Indonesia Infrastructure Financing Facility Company Project. Manila. 
20 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Multitranche Financing Facility 

to India for the Second India Infrastructure Project Financing Facility. Manila (approved on 17 November, $700 
million).   

21 Discussed further in project financial and economic analysis (accessible from the linked documents)  
22 The support will be provided through the proposed Sustainable Infrastructure Assistance Program, phase 2 and the 

Strengthening Safeguards Management in Southeast Asia.  
23 ADB. 2016. Country Partnership Strategy: Indonesia, 2016-2019. Manila. 
24 ADB support include: ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed 

Policy Based Lending to Indonesia for Stepping Up Investments for Growth and Acceleration, Program (subprogram 
3). Manila ($739.02 million); ADB. 2018. Report and Recommendation of the President to the Board of Directors: 
Policy Based Lending to Indonesia for Financial Market Development and Inclusion Program (subprogram 2). Manila 
(approved in 28 June, $400 million); and the proposed technical assistance ‘Sustainable Infrastructure Assistance 
Program, phase 2’ for approval in 2018.  
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B. Impact and Outcome  

13. The project is aligned with the following impact: Availability of quality infrastructure 
increased. The project will have the following outcome: Private investment in infrastructure 
catalyzed.25  
 

C. Outputs 

14. Availability of long-term financing and facilitation services for infrastructure 
projects increased. The proposed loan will allow IIF to provide long-term finance to the 
infrastructure sector at tenors otherwise unavailable in the market. In addition, the ADB loan will 
be on-lent by IIF for infrastructure subprojects at commercial terms following IIF’s Operations 
Manual and ADB’s subproject and subborrower criteria. Moreover, lending to additional 
infrastructure project would offer IIF a platform to further expand its project facilitation services 
and products such as transaction advisory and credit enhancement.   
 
 

II. IMPLEMENTATION PLANS 

A. Project Readiness Activities 

Table 1: Project Readiness Schedule  
 

Indicative Activities 
2019 Responsible 

Unit/Agency/Government Jun Jul Aug Sep Oct Nov Dec 

Loan negotiations/technical 
discussions 

█  
 
 

       ADB, MOF, Bappenas, SMI, 
IIF 

ADB Board consideration     █     
 
 ADB 

Loan agreement signing   
 

  █    
 

ADB, MOF 

Signing of subsidiary loan 
agreement 

 
 

  █   
 

MOF, SMI 

Signing of subordinated debt 
loan agreement 

 
 

  █   
 

SMI, IIF 

Legal opinion  
 

   █  
 

MOF, MOJ 

Loan effectiveness declaration   

 

       

 
█  ADB 

Source: ADB Staff estimates 
ADB = Asian Development Bank; Bappenas = National Development Planning Agency; IIF = Indonesia 
Infrastructure Finance; MOF = Ministry of Finance; SMI = PT. Sarana Multi Infrastruktur (Persero); MOJ = Ministry 
of Law and Human Rights 

 
 
 

 
25 The design and monitoring framework is in Appendix 1. 
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B. Overall Project Implementation Plan  

Table 2: Project Implementation Plan 
 

Activities 
2019 
(Qtr) 

2020 
(Qtr) 

2021 
(Qtr) 

2022 
(Qtr) 

2023 
(Qtr) 

 1  2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 

A. Design and Monitoring Framework (DMF) 

Output 1: Availability of long-term financing for infrastructure project 
 

    █ █ █ █ █ █ █ █ █ █ █ █ █ █ █ █ 

Output 2: Facilitation services and products for infrastructure finance 
strengthened 
     

█ █ █ █ █ █ █ █ █ █ █ █ █ █ █ █ 

B. Management Activities                     

Project Processing  █ █ █                 

Loan Effectiveness    █                 

Financing of Subprojects     █ █ █ █ █ █ █ █ █ █ █ █ █ █ █ █ 

Monthly / Quarterly Review / Reporting     █ █ █ █ █ █ █ █ █ █ █ █ █ █ █ █ 

Annual / Midterm review      █  █  █  █  █  █  █  █ 

Project completion report                    █ 

qtr = quarter 
Source: ADB Staff estimates
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III. PROJECT MANAGEMENT ARRANGEMENTS 

A. Project Implementation Organizations: Roles and Responsibilities 

Table 3: Roles and Responsibilities of the Project Implementation Organizations 
 

Project Implementation 
Organizations 

Management Roles and Responsibilities  
 

Executing Agency: 
PT. Sarana Multi Infrastruktur 
(Persero) 

• Overall management and coordination (including among MOF, 
IIF, ADB, development partners, and other relevant 
stakeholders). 

• Enter into a subsidiary loan agreement with the government 
through MOF on the borrowing of ADB funds. 

• Receive loan amount in US dollar from MOF for onward lending 
to IIF 

• Review and monitor implementation of the loan (LPIIP) jointly 
with MOF, ADB, and IIF; coordinate with development partners 
and other stakeholders on LPIIP implementation. 

• Enter into a subordinated loan agreement with IIF on the lending 
of ADB funds. 

• Relend loan amount in US dollar to IIF for further lending for the 
PPI projects. 

•  Provide guidance to IIF to align subprojects with the broader 
national infrastructure development priority. 

• Monitor compliance with loan and project agreements’ 
covenants. 

• Submit quarterly reports to ADB on the progress of the project 
that include, but is not limited to, information related to utilization 
of funds, description of sub projects, compliance with covenants, 
major project issues (if any), in a format to be agreed between 
ADB, SMI and IIF. And submit annual report on the 
implementation of ESMS.  

Implementing Agency: 
PT Indonesia Infrastructure 
Finance 

• Policy direction and strategic oversight of the project 
implementation will be provided by IIF’s Board of Directors and 
Board of Commissioners. 

• Guide overall ADB project implementation in accordance with the 
loan and project agreements and the subordinated loan agreement. 

• Enter into a subordinated loan agreement with SMI on the 
borrowing of ADB funds. 

• Responsible for identification, screening, selection and monitoring 
of all subprojects by ensuring compliance with state and national 
laws and regulations including but not limited to environmental, 
involuntary resettlement, and indigenous people’s policies. 

• Ensure that regular project reviews are conducted on the 
compliances to the loan agreement including environmental and 
social safeguards, gender actions requirements and procurement 
procedures. 

• Propose appropriate relending terms to PPI projects by drawing 
lessons learned. 

• Ensure that PPIs use the ADB funds for the intended purposes of 
the Project. 

• Monitor PPI projects compliance to the applicable national laws and 
regulations and ADB loan agreement and relevant covenants, 
subsidiary and subordinate loan agreements including environment 
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and social safeguards, gender actions requirements, ADB 
procurement guidelines (2015, as amended from time to time) as 
applicable to financial intermediary loan, Project Administration 
Manual, IIF Operations Manual and any agreed action plan on 
LPIIP ESMS. 

• Suspend any further disbursements and undertake other 
appropriate measures if the  Qualified Enterprise  is in default under 
the sub-loan participation agreements and ADB loan agreement. 

• Conduct regular audits on the project accounts. 

• Submit quarterly reports to ADB on the progress of the project that 
include, but is not limited to, information related to utilization of 
funds, description of sub projects, compliance with covenants, 
major project issues (if any), in a format to be agreed between ADB, 
SMI and IIF. And submit annual report on the implementation of 
ESMS.  

ADB • Review and monitor implementation of the LPIIP, including 
facilitation of review by ADB of procurement, financial management 
and other types of project reporting of SMI and IIF. 

• Coordinate with development partners and other stakeholders on 
Project’s implementation. 

ADB = Asian Development Bank, LPIIP = Leveraging Private Investment for Infrastructure Project, IIF = Indonesia 
Infrastructure Finance, MOF = Ministry of Finance, PPI = private participation in infrastructure, PSC = Project Steering 
Committee, RPJNNM = national medium-term development plan, SMI = PT. Sarana Multi Infrastruktur (Persero). 
Source(s): ADB, MOF, SMI and IIF 
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B. Key Persons Involved in Implementation  

Executing Agency 
PT Sarana Multi Infrastruktur 
(SMI) 

Mr. Edwin Syahruzad 
President Director 
Telephone:  +62 21 8082 5288 
Fax:   +62 21 8082 5258 
Email:   edwin@ptsmi.co.id 
 
Address:  
Sahid Sudirman Center, 48th Floor 
Jl. Jenderal Sudirman No. 86  
Jakarta 10220, Indonesia  

Implementing Agency 

 
PT Indonesia Infrastructure 
Financing (IIF) 

 
Reynaldi Hermansjah 
President Director  
Telephone:  +62 21 5082 6600 
Fax:   +62 21 5082 6601 
 
Address:  
The Prosperity Tower 53-55 Floor 
Sudirman Central Business District, Lot 28 
Jl. Jend. Sudirman Kav. 52-53  
Jakarta 12190, Indonesia 
 

Asian Development Bank 

Indonesia Resident Mission Mr. Winfried F. Wicklein 
Country Director 
Tel.:   +62 21 2992 7388 
Fax:  +62 21 2992 7399 
Email address: wwicklein@adb.org 
 
Address: 
The Plaza Office Tower, 11th floor 
Jl. M.H. Thamrin Kav. 28-30 
Jakarta 10350, Indonesia 
 

Mission Leader Mr. Yurendra Basnett 
Country Economist /Mission Leader 
Tel./Fax:    same as above 
Email address: ybasnett@adb.org  
Address:   same as above 

 
  

mailto:wwicklein@adb.org
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C. Project Organization Structure  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
D. Implementation Arrangements 

15.  SMI1 will be the executing agency and IIF2 will be the implementing agency of the Project. 
Quarterly monitoring and evaluation of project implementation will be conducted by BAPPENAS 
in coordination with the Ministry of Finance, SMI, IIF and ADB.3 The implementation period will 
be from January 2020 to 30 June 2023. The loan closing date will be 31 December 2023. 

 
1 SMI is a 100% government-owned infrastructure finance company reporting to the Ministry of Finance with the 

primary objective to invest in infrastructure financing institution(s) or otherwise provide funds for infrastructure 

financing. SMI holds 30% equity stake in IIF. 
2 IIF was established with ADB’s support as a private non-bank financial institution to provide debt financing, equity 

investment, credit enhancement, and advisory services to infrastructure projects. IIF is regulated by MOF’s regulation 
on infrastructure finance companies (Ministry of Finance’s Decree no. 100/PMK.010/2009 dated 27 May 2009 on 
infrastructure finance companies). According this regulation, IIF can finance projects in the transport, roads, water 
supply, wastewater, telecommunications, electrical power, oil and gas, and other infrastructure sectors. It can engage 
in infrastructure projects through (i) senior loans (including for refinancing) and subordinated debt; (ii) equity; (iii) 
credit enhancement; (iv) advisory services; (v) assistance in arranging for swaps, and (vi) other products and services 
subject to MOF approval. Since its establishment, IIF has become a credible player in the domestic infrastructure 
finance market due to its focus on project finance, robust risk management framework, expertise in social and 
environment safeguards management, and ability to provide long-term debt to infrastructure projects. 

3 Discussion between the related parties (both ministries and executing agencies as well as implementing agencies) 
will be held based on quarterly projects reports sent by EA and IA to both ministries. 

 

Subordinated 
Loan Agreement 

Ministry of Finance 
(MOF)  

(Borrower) 

SMI  
(Executing Agency) 

IIF  
(Implementing Agency) 

Subsidiary Loan 
Agreement 

Loan 
Agreement 

Project 
Agreement 

ADB 
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16. ADB will provide an investment loan in the United States Dollar (USD) to the government, 
and the loan proceeds will be on lent in USD  by (i) the government through MOF to SMI under a 
subsidiary loan agreement4, and (ii) SMI to IIF under a subordinated loan agreement.5 

17. The subsidiary and the subordinated loan agreements will contain covenants for SMI and 
IIF to comply with all fiduciary and implementation assurances made by the government to ADB. 
IIF will submit a request for funds to SMI, which in turn will send the request to MOF. 
Disbursements under the loan will be made by ADB to the government on the basis of request 
received from MOF. The loan amount will be provided by the government to SMI under subsidiary 
loan agreement, which in turn will be relent to IIF under a subordinated loan agreement. The loan 
amount will be provided by the government to SMI at its standard interest rate applicable to all 
SOEs, taking into account a premium, over the ADB interest, for the exchange risk. IIF will use 
these funds towards infrastructure financing to commercially viable infrastructure projects. The 
DG Treasury, Ministry of Finance will be responsible for the execution of the subsidiary loan 
agreement between the government and SMI and for processing and transferring the loan 
proceeds to  IIF. 

18. ADB will sign a project agreement with SMI and IIF which will regulate the utilization of 
ADB loan, including project and financial reporting, insurance, disbursement, audit, coordination, 
safeguards, anticorruption, procurement, and intellectual property rights. The new loan from ADB 
will help IIF shift towards more project financing , for which longer tenors are needed.6 

19. ADB and IIF will discuss and agree on: (i)  IIF’s pricing methodology (e.g. interest rate, 
other charges and tenor), and (ii) the standard subloan agreement to be used by IIF when entering 
into agreement with each Qualified Enterprise, prior to signing of the Loan Agreement and Project 
Agreement. 

20. Eligibility criteria for subproject. The eligibility requirement for subprojects are7: 
 

(i) each Qualified Subproject is financially viable; 
(ii) each Qualified Subproject has environmental and social safeguard categorization of B 

or C under the SPS; any Qualified Subproject categorized A on the basis of IIF’s 
screening procedures for any of the safeguards shall be excluded from financing.  

(iii) for Qualified Subprojects with likely category B impact (a) ESMS is used to screen and 
categorize the potential impact; (b) relevant safeguard plans are prepared and 
disclosed; and (c) the Qualified Enterprise commits to periodic monitoring and review 
of such Qualified Subprojects and taking corrective actions as necessary; 

(iv) each Qualified Subproject is screened in accordance with IIF’s operational guidelines 
and screening procedures for, among others, legal, financial and integrity risks. 
 

21. Potential subprojects identified for ADB finance include the following sectors: transport; 
energy; water; telecommunications; health; and, education.8  

 
4 It will be necessary to coordinate with the MOF’s Directorate of Investment Management Systems (DIMS) at the 

Directorate General of Treasury, as DIMS is responsible for review and approval of subsidiary loan agreements 
between the government through MOF and state-owned enterprises. 

5 IIF’s policy requires natural hedge: it lends in the same currency, in which it borrows from the market. IIF’s 
subordinated debt may not exceed 5 times its equity. 

6 IIF can raise Rupiah financing in the domestic market for up to 7 years. This is, however, not long enough for being 
competitive in lending on project finance basis. Moreover, IIF cannot raise long term funds in USD, while a significant 
share of its pipeline requires long tenor USD financing. 

7 The eligibility criteria are broadly consistent with IIF’s current investment guidelines. 
8 As per project readiness documents submitted by SMI and IIF to BAPPENAS.  
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22. Subproject screening. IIF will apply internal mechanisms to screen subprojects. Due 
diligence covers legal, financial (e.g., sponsor financial performance and debt service capacity), 
environmental, and social aspects. Special attention is paid to risk assessment focusing on 
commercial, reputational, regulatory and legal, compliance, macroeconomic, political, insurance, 
and severity of audit-finding risks. Based on the feasibility and risk analyses, an assessment is 
conducted on whether any form of guarantee or collateral is needed to raise the subproject’s 
bankability. Site visits are carried out to verify the preliminary data and information received from 
the potential borrower. Depending on the subproject’s size, the subproject evaluation is done by 
either IIF’s Board of Directors or Board of Commissioners. 

23. Eligibility criteria for  subborrowers. The subborrowers will be qualified enterprises:  
 

(i) is an incorporated entities engaged in infrastructure development with demonstrated 
competence to undertake the Qualified Subproject;  

(ii) is a financially viable institution as demonstrated by, among others, its capacity to 
repay the Subloan and, where applicable, with an average debt coverage ratio higher 
than 1.1x as determined in accordance with the Operations Manual ;  

(iii) is not a related party of IIF or its senior management unless it is in accordance with 
IIF’s related party transaction policy; and  

(iv) is eligible under IIF’s operational guidelines and screening procedures including its 
know your customer requirements.  

24. Maximum sub loan size. IIF can finance up to 40% of total project cost for direct lending 
for subproject above Rp3 trillion, 50% for subprojects above Rp500 billion to Rp3 trillion, or 80% 
for subprojects below or equal to Rp500 billion. ADB will not stipulate any additional limitation on 
subloan size.  
 

IV. COSTS AND FINANCING 

25.  The IIF has identified 12 potential infrastructure subprojects in the following sectors: 
transportation, water, energy, telecommunication, and health. The total investment for the projects 
is estimated to be about $1,536 million. The government in its external financing plan (the Blue 
Book) authorized external financing to IIF totaling $300 million from ADB and World Bank.9 The 
remainder would be financed from IIF’s existing capital as well as new capital raised through 
commercial borrowing, syndicated loans and bond issuance  (in 2020). Table 4 summarizes the 
tentative financing plan during the investment period. 
 

Table 4: Summary Financing Plan 
 Amount 

($ million) 
Share of Total 

(%) Source 

Asian Development Bank    
Ordinary capital resources (regular loan) 100.0 100.0 

Total 100.0 100.0 
Sources: Asian Development Bank. 

26. The Project is estimated to cost $1,536 million. To finance the project, ADB will provide a 
loan of $100 million from ADB’s regular ordinary capital resources (OCR).10 The ADB loan may 

 
9 The World Bank approved $200 million in 2017. See: World Bank. 2017. Indonesia Infrastructure Finance Facility 

Additional Finance. Washington D.C.  
10 Financing from the World Bank and Indonesia Infrastructure Finance will be on parallel collaborative basis. 
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finance taxes and duties for subprojects. The ADB loan will have a 20-year term, including a grace 
period of 9.5 years, an annual interest rate determined in accordance with ADB’s London 
interbank offered rate (LIBOR)-based lending facility, a commitment charge of 0.15% per year 
and such other terms and conditions set forth in the loan agreement. Repayments under the loan 
will be in the form of three bullet payments (50% in 10 years, 40% in 15 years and 10% in 20 
years).  Based on the custom-tailored repayment method, the average maturity is 13 years, and 
there is no maturity premium payable to ADB. 

27. ADB loan proceeds will be on lent in USD by (i) the government through MOF to SMI under 
a subsidiary loan agreement, and (ii) SMI to IIF under a subordinated loan agreement. The 
Ministry of Finance on lending charge is the rate in the loan agreement plus 0.34%. 
 
A. Cost Estimates Preparation and Revisions 

28. The Project’s cost was estimated in June2019 based on the assessment by the 
government, SMI, IIF and ADB.  

 
B. Key Assumptions 

29. The following assumptions underpin the cost estimates and financing plan:  
 
(i) Exchange rate: Rp 14,240 = $1.00 (as of 26 June 2019).  
(ii) Price contingencies: Not Applicable  

 
C. Allocation and Withdrawal of Loan Proceeds  

30. Except as ADB may otherwise agree, the Loan proceeds shall be disbursed in accordance 
with the Loan Disbursement Handbook. ADB shall finance 100% of the expenditures claimed 
under each Subloan (i.e. such portion of the Subloan is an eligible expenditure under the Project). 
 
D. Detailed Cost Estimates by Year 

Table 5: Detailed Cost Estimates by Year 
($ million) 

 Item 2020 2021 2021 2023 

Disbursements by IIF for subprojects 10.00  30.00  30.00  30.00  

Total 10.00  30.00  30.00  30.00  

  10.00% 30.00% 30.00% 30.00% 
Source: ADB and IIF staff estimates 

 

E. Disbursement   

Table 6: Projected Annual Loan Disbursements 
($ million) 

 Item 2020 2021 2022 2023 

Projected annual loan disbursements 10.00  30.00  30.00  30.00  

Total 10.00  30.00  30.00  30.00  

  10.00% 30.00% 30.00% 30.00% 
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Figure 1: Projected Loan Disbursements 
 

 
 

Table 7: Projected Contract Awards and Disbursements 
 

  Contract Awards (in USD million) Disbursements (in USD million) 

  Q1 Q2 Q3 Q4 Total Q1 Q2 Q3 Q4 Total 

2020 0 0 10.00 0 10.00 0 0 10.00 0 10.00 

2021 0 0 30.00 0 30.00 0 0 30.00 0 30.00 

2022 0 0 30.00 0 30.00 0 0 30.00 0 30.00 

2023 0 0 30.00 0 30.00 0 0 30.00 0 30.00 

  Total Contract Awards    100.00 Total Disbursements   100.00 
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F. Fund Flow Diagram 

Figure 2: Fund Flow Diagram (Advance Fund Procedure)
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Figure 3: Legal Arrangement 
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V. FINANCIAL MANAGEMENT 

A. Financial Management Assessment 

31. The financial management assessment (FMA) was conducted in April 2018 in accordance 
with ADB Financial Management Technical Guidance Note (2016) for financial institutions. The 
assessment was done by using the ADB FMA questionnaire instrument from reviewing the 
institutions’ internal operating manuals as well as public documents available on websites, 
followed by discussions with relevant staff of both institutions. The objective of the FMA is to 
assess the institutions implementing the project have necessary financial management 
arrangements that comply with ADB financial management requirements. The FMA considered 
the capacity of the SMI and IIF, including funds-flow arrangements, accounting and financial 
reporting systems, financial information systems, and internal and external auditing 
arrangements. Based on the assessment, the key financial management risks identified are 
shown in the Table 8 below.  

32. As the IA, IIF has low risk rating in terms of country specific risks and control risks. IIF has 
a satisfactory record of administering ADB funds under previous ADB loan No. 2516 of USD 100 
million which was implemented from 2011-2014 and a similar facility from the World Bank. In 
2017, the World Bank approved Indonesia Infrastructure Financing Facility – Additional Financing 
of USD 200 million. Therefore IIF has the financial management systems in place to manage ADB 
advance fund procedure and once eligible payments are made from the advance account to 
request liquidation through statement of expenditure (SOE) procedures. 
 

Table 8: Financial Management Internal Control and Risk Management Assessment 
 

Risk Type Rating Risk Description Mitigation Measures 

1. Implementing Entity L This is the second financial intermediation loan 
to the IA. As a non-bank financial institution, IIF 
is well regulated by OJK and has to comply with 
the Indonesian Stock Exchange requirements 
and loan covenants of borrowers   

 

2. Funds Flow L Fund flow arrangement from MoF to EA and IA 
well established.  

 

3. Staffing 
 

L Well qualified and experienced staff with a low 
staff turnover in both EA and IA 

 

4. Accounting Policies and 
Procedures 

L Entity financials according PSAK (generally 
aligned to International Financial Reporting 
Standards (IFRS)  

 

5. Internal Audit L Separate unit in both EA and IA with qualified 
staff reporting directly to the Audit Committee 
under the Board of Commissioners.  

 

6. External Audit L Audit reports submitted on time and unqualified. 
No material issues in the Management Letter   

 

7. Reporting and Monitoring L Monthly reporting to the Board and regular 
reporting to the regulating agencies. System 
produces financial reports with no off-system 
work required.  

 

8. Information systems L Integrated management systems which are 
functioning well with vendor support as well as 
in-house IT support 

 

Overall Control Risk L   

* H = High; M = Moderate; L = Low or Negligible. 
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B. Financial Covenants 

33. IIF shall, and SMI shall cause IIF to, maintain the following financial ratios during its 
financial year and for each financial quarter following the Borrower’s applicable laws and 
regulations and IIF’s accounting practices: 
 

(i) capital adequacy ratio of 12%, which is calculated as a percentage of IIF’s total capital 
to its total risk-weighted assets, each as defined in the Operations Manual; 

 
(ii) total long-term debt to total equity ratio of 10:1; and  
 
(iii) current ratio of 1.0 where the current ratio is calculated as current assets of IIF divided 

by its current liabilities. 
 
34. Should IIF fail to maintain any of such financial ratios, IIF and ADB shall agree on an action 
plan within 90 days from the date of submission to ADB of the earlier of (i) the annual audited 
financial report; or (ii) the quarterly risk management report, which evidences the non-compliance, 
for IIF to implement measures to address its financial performance and maintain such ratios. Upon 
the date of agreement, IIF shall commence implementation of such action plan and shall complete 
implementation within the timeline as set out  in the action plan. 
 
35. The financial ratios, as described in paragraph 1 of the Schedule to the Project Agreement, 
will be used as financial ratios in the Subordinated Loan Agreement, whereby SMI and IIF agree 
that IIF will only be obliged to pay any amount to SMI so long that IIF is not under, or by making 
such payment to SMI will not result in IIF to be under, these financial ratios.The loan proceeds 
will be disbursed in accordance with ADB’s Loan Disbursement Handbook (2017, as amended 
from time to time), and detailed arrangements agreed upon. and detailed arrangements agreed 
upon. 
 
C. Disbursement 

1. Disbursement Arrangements for ADB Funds 

36. The loan proceeds will be disbursed in accordance with ADB’s Loan Disbursement 
Handbook (2017, as amended from time to time), and detailed arrangements agreed upon 
between the government and ADB. Online training for project staff on disbursement policies and 
procedures is available.11 Project staff are encouraged to avail of this training to help ensure 
efficient disbursement and fiduciary control. 

37. IIF will be responsible for preparing disbursement projections, collecting supporting 
documents, preparing withdrawal applications, and sending the latter to ADB, through SMI, in 
accordance with ADB’s Loan Disbursement Handbook (2017, as amended from time to time).  
Financial due diligence undertaken during project preparation determined that both SMI and IIF 
have significant financial management experience and capacity and will be able to ensure 
effective and appropriate project financial management, including to administer advance account 
and SOE procedures.  
 
38. Advance fund procedure. To facilitate disbursement, the Project will use the advance 
fund procedure in accordance with ADB’s Loan Disbursement Handbook (2018, as amended from 

 
11  Disbursement eLearning. http://wpqr4.adb.org/disbursement_elearning  

http://wpqr4.adb.org/disbursement_elearning
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time to time). A separate advance account should be established and maintained by IIF. The 
currency of the advance account is in the US dollar. The advance account is to be used 
exclusively for ADB’s share of eligible expenditures. IIF is accountable and responsible for proper 
use of advances to the advance account. 
 
39. The total outstanding advance to the advance account should not exceed the estimate of 
ADB’s share of expenditures to be paid through the advance account for the forthcoming 6 
months. IIF may request for initial and additional advances to the advance account based on an 
Estimate of Expenditure Sheet12 setting out the estimated expenditures to be financed through 
the account for the forthcoming 6 months. Supporting documents should be submitted to ADB or 
retained by IIF in accordance with ADB’s Loan Disbursement Handbook (2017, as amended from 
time to time) when liquidating or replenishing the advance account. 
  
40. Statement of expenditure procedure. The statement of expenditure (SOE) procedure 
will be used for liquidation and replenishment of advances to the advance account. The SOE form 
to be used is available in Appendix 7D of ADB’s Loan Disbursement Handbook (2017, as 
amended from time to time). Supporting documents and records for the expenditures claimed 
under the SOE should be maintained and made readily available for review by ADB's 
disbursement and review missions, upon ADB's request for submission of supporting documents 
on a sampling basis, and for independent audit. 

41. ADB shall finance 100% of the expenditures claimed under each sub-loan (i.e. such 
portion of the Sub-loan is an eligible expenditure under the Project). The borrower shall ensure 
that no withdrawals are made from the loan account for any qualified subproject until IIF has 
established the Environmental and Social Safeguard Framework (ESSF). IIF has already 
established the ESSF satisfactory to ADB. Gaps between IIF’s ESSF and ADB’s SPS and 
measures are documented in the project’s ESMS.  

42. Before the submission of the first withdrawal application, Ministry of Finance shall submit 
to ADB sufficient evidence of the authority of the person(s) who will sign the withdrawal 
applications on behalf of the government, together with the authenticated specimen signatures of 
each authorized person. The minimum value per withdrawal application is stipulated in the Loan 
Disbursement Handbook (2017, as amended from time to time). Use of ADB’s Client Portal for 
Disbursements (CPD)13 system is encouraged for submission of withdrawal applications to ADB. 

 
2. Disbursement Arrangements for Counterpart Fund 

43. There will be no counterpart funding under the Project.  
 

D. Accounting 

44. IIF will maintain, or cause to be maintained, separate books and records by funding source 
for all expenditures incurred on the project following accrual-based accounting in accordance with 
Indonesian Financial Accounting Standards (PSAK). IIF will prepare a statement of utilization of 
funds in accordance with PSAK . 
 

 
12 Estimate of Expenditure sheet is available in Appendix 8A of ADB’s Loan Disbursement Handbook (2017, as 

amended from time to time). 
13 The CPD facilitates online submission of WA to ADB, resulting in faster disbursement. The forms to be completed 

by the Borrower are available online at https://www.adb.org/documents/client-portal-disbursements-guide.     

https://www.adb.org/documents/client-portal-disbursements-guide
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E. Auditing and Public Disclosure 

45. For financial reporting purpose, IIF will submit an audited annual statement of utilization 
of funds.  In addition and as part of such audit, IIF will cause the auditor to issue (i) an opinion on 
the use of loan proceeds and (ii) a management letter which will set out the deficiencies in the 
internal control of the Project that were identified in the course of the audit, if any.   The audited 
reports together with the auditor’s opinion will be presented in the English language to ADB within 
6 months from the end of the fiscal year by the IIF for each fiscal year from the date of loan 
effectiveness until the loan closing date. 

46.  In addition, IIF will  submit its audited annual financial statements to ADB within one month 
from submission of the audit report to IIF’s shareholders . As part of the audit, IIF shall cause the 
auditor to prepare an opinion on whether or not IIF was in compliance with the financial covenants 
as described in paragraph 1 of the Schedule to the Project Agreement including a confirmation of 
the level of compliance and actual performance measurement for each financial covenant. In 
compliance with this requirement, the opinion may be included in the Notes to the Financial 
Statements to the Project Agreement including a confirmation of the level of compliance and 
actual performance measurement for each financial covenant. In compliance with this 
requirement, the opinion may be included in the Notes to the Financial Statements.   

47.  IIF will cause its account and financial statements to be audited annually in accordance 
with Indonesian Auditing Standards by an independent auditor whose qualifications and 
experience are acceptable to ADB. 

48. Compliance with financial reporting and auditing requirements will be monitored by review 
missions and during normal program supervision, and followed up regularly with all concerned, 
including the external auditor.  

49. The government, SMI and IIF have been made aware of ADB’s approach to delayed 
submission, and the requirements for satisfactory and acceptable quality of the audited financial 
statements.14 ADB reserves the right to require a change in the auditor (in a manner consistent 
with the constitution of the borrower), or for additional support to be provided to the auditor, if the 
audits required are not conducted in a manner satisfactory to ADB, or if the audits are substantially 
delayed. ADB reserves the right to verify the financial accounts to confirm that the share of ADB’s 
financing is used in accordance with ADB’s policies and procedures.  

50. Public disclosure of the annual audited statements of utilization of funds, including the 
auditor’s opinion, will be guided by ADB’s Access to Information Policy  2018.15 After the review, 
ADB will disclose the audited statements of utilization of funds and the opinion of the auditors on 
the statements no later than 14 days of ADB’s confirmation of their acceptability by posting them 
on ADB’s website.16 

 
14 ADB’s approach and procedures regarding delayed submission of audited financial statements:  

(i) When audited financial statements are not received by the due date, ADB will write to the executing agency 
advising that (a) the audit documents are overdue; and (b) if they are not received within the next 6 months, 
requests for processing of new reimbursement will not be processed. 

(ii) When audited financial statements are not received within 6 months after the due date, ADB will withhold 
processing of new reimbursement. ADB will (a) inform the executing agency of ADB’s actions; and (b) advise 
that the loan may be suspended if the audit documents are not received within the next 6 months. 

(iii) When audited financial statements are not received within 12 months after the due date, ADB may suspend 
the loan. 

15 Access to Information Policy :  - https://www.adb.org/documents/access-information-policy 
16 This type of information would generally fall under public communications policy exceptions to disclosure. ADB. 2018. 

Access to Information Policy. Paragraph 17(iv) and/or 17(v).  

http://www.adb.org/documents/pcp-2011?ref=site/disclosure/publications
https://www.adb.org/documents/access-information-policy
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VI. PROCUREMENT AND CONSULTING SERVICES 

A. Advance Contracting and Retroactive Financing 

51. Advance contracting and retroactive financing. No advance contracting and 
retroactive financing will be undertaken for a sub-project.  
 
B. Procurement of Goods, Works, and Consulting Services 

52. All goods and works to be financed under ADB loan will be procured in accordance with 
ADB’s Procurement Guidelines (2015, as amended from time to time)17 as applicable to a financial 
intermediary loan and detailed arrangement agreed between the government and ADB. ADB 
Procurement Guidelines relating to financial intermediary states that where the financing provides 
funds to an intermediary institution, such as this project, to be re-lent to beneficiaries such as 
private sectors enterprises, small and medium enterprises, or autonomous commercial 
enterprises in the public sector for the partial financing of subprojects, the procurement is usually 
undertaken by the respective beneficiaries in accordance with established private sector or 
commercial practices, which are acceptable to ADB.  

53. IIF will follow its Operations Manual and Procurement Manual (2011) on the procurement 
of goods, works and services to be financed under the loan which ADB assessed in September 
2018 as acceptable private sector practices. In addition, IIF will cause subborrower to ensure that 
the goods, works, and services to be financed under the loan should be produced in, and supplied 
from ADB member countries with due attention to eligibility requirements for all project 
contractors, suppliers, consultants, and other service providers. Any conditions for participation 
to bid shall be limited to those that are essential to ensure the bidder’s capability to fulfill the 
contract in question. As exceptions to the foregoing: 

(a) Firms of a country or goods manufactured in a country may be excluded if, by an act 
of compliance with a decision of the United Nations Security Council taken under 
Chapter VII of the Charter of the United Nations, the borrower’s country prohibits any 
import of goods from, or payments to, a particular country, person, or entity. Where 
the borrower’s country prohibits payments to a particular firm or for particular goods 
by such an act of compliance, that firm may be excluded. 

(b)   A firm or individual sanctioned by ADB in accordance with subparagraph (d) of 
paragraph 1.14 of the Procurement Guidelines or ADB’s Anticorruption Policy (2015, 
as amended from time to time), shall be ineligible to be awarded an ADB-financed or 
ADB-administered contract or to benefit from an ADB-financed or ADB-administered 
contract, financially or otherwise, during the period of time determined by ADB. 

54. IIF will cause the subborrower to undertake procurement for the subproject in accordance 
with the terms of its subloan agreement, and IIF will report  on the compliance of such 
procurement with ADB’s Procurement Guidelines (2015, as amended from time to time) as part 
of periodic reporting requirements to ADB.  
 

 
17 ADB’s Procurement Guidelines are accessible at https://www.adb.org/documents/procurement-guidelines   
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C. IIF Operations and Procurement Manual (2011) 

55. Without limiting to the provisions of Section B above, IIF will be responsible for 
procurement of qualified subproject to be funded under ADB loan in accordance with IIF 
Operations Manuals and Procurement Manual (2011). In the case where IIF procures its 
subproject in a consortium, the procurement process evaluation shall still be adhered to in the 
same way an investment appraisal is being done independently. Nonetheless any information 
already submitted by the subproject developer in terms of the suitability and technical veracity of 
the supplier as well as the price discovery mechanism and independent checks undertaken by 
any of the other consortium lenders can be adopted as long as these comply with the 
requirements of the IIF Operation Manual. IIF will notify ADB if there are any changes to IIF’s 
Procurement policy, as guided by the Operation Manual, which are relevant to the ADB loan. IIF 
and ADB will conduct a gap analysis and agree to an action plan. 

 
D. Procurement Plan 

56. Not applicable for the Project. 
 
E. Consultant's Terms of Reference  

57. Not applicable for the Project. 

58. ADB will notify IIF of any amendments to ADB’s Procurement Guidelines (2015, as 
amended from time to time) and Disbursement Handbook (2017, as amended from time to time). 
IIF will conduct a gap analysis and agree with ADB, an action plan, should any such amendments 
affect the Project. 
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VII. SAFEGUARDS 

59. The project is classified as financial intermediary (FI) for safeguards. The ADB loan for the 
project will be limited to the subprojects with category B and C for Environmental18, Involuntary 
Resettlement19, and Indigenous People safeguards20. An Environmental and Social Management 
System (ESMS) for the project has been prepared following the ADB’s Safeguard Policy 
statement (SPS 2009) and IIF Social and Environmental Management System/Operational 
Manual (SEMS/OM). The ESMS describes the safeguards principles, assessment on IIF’s 
SEMS/OM and implementation practices, identification on the gaps and mitigation measures to 
be implemented for the subprojects. In addition, the ESMS includes procedure for screening and 
categorization of the subprojects, capacity building to strengthening IIF and its clients to manage 
the safeguards, monitoring and reporting. The IIF will be responsible for implementing and 
requiring its clients using ADB’s loan to implement the IIF Operations Manual and the ESMS.  
 
60. Safeguards Plans. Category B projects for environment will require the preparation of 
Initial Environmental Examination (IEE) or supplementary IEE which follow IIF’s environmental 
impact assessment with an environmental mitigation and monitoring programs required to obtain 
environmental clearance. Each subproject with category B for involuntary resettlement will require 
the preparation a Short Resettlement Action Plan. Where land acquisition and resettlement are 
the responsibility of the host government, the IIF’s client will collaborate with the responsible 
government agency, to the extent permitted by the agency, to achieve outcomes that are 
consistent with the objectives of the IIF’s Land Acquisition and Involuntary resettlement  principles 
and additional measurements set forth in the project ESMS. The subprojects with category B will 
require IIF’s clients to prepare a specific favorable action to indigenous people in project design 
or in related plans (e.g a Resettlement Action Plan).   
 
61. 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 subloan 
agreement. 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 Operations Manual 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 persons. The 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 

 
18 The project is categorized as FI-B as the impacts are site-specific, few if any them are irreversible, and most cases 
mitigation measures can be designed more readily than for project with significant impact. A proposed project is 
classified as category B if it is likely to have minimal or no adverse environmental impacts. No environmental 
assessment is required although environmental implication need to be reviewed.  
19 The project is classified as category FI with B for involuntary resettlement as the impacts of the project are deemed 
not significant. The proposed project is classified C if No involuntary resettlement impacts are 
foreseen. No action is required.  
20 A proposed project is classified as category B if it is likely to have limited impacts on IP. A proposed project is 
classified as category C if it is not expected to have impacts on IP. No further action is required.  
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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.    

 
62. All sub projects will be screened and categorized.  For subprojects financed by ADB loan, 
IIF will provide a separate categorization of impacts and risk to allow ADB to assess each 
safeguard adequately. The subproject triggering category A for environment21, involuntary 
resettlement22, and indigenous people safeguard23 defined by ADB SPS and IIF Operations 
Manual will not be selected. The steps for screening and preliminary review will be per IIF 
Operations Manual, para 19, and IIF Operations Manual II Annex F, and Annex L. Subprojects 
involving business activities included in the prohibited investment activities list (Annex II of the 
project’s ESMS) do not qualify for FI support using ADB funds and applications involving such 
activities will be rejected. IIF will advise and provide guidance to the client or developer on the 
types of social and environmental management plans that need to be prepared and consultations 
and disclosure requirements prior to project appraisal.  
 
63.  At the sub-project client level, IIF will ensure areas which need 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 various  assessment scope 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)24 in case  
involuntary resettlement triggered.25 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.26   
 
64. IIF will conduct meaningful consultations with all stakeholders (including non-land rights 
holders) for involuntary 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.  
 
65. Capacity Building and Training. IIF has been implementing capacity building training on 
environmental and social safeguards and this will continue during ADB financed project 
implementation. The capacity building and training will strengthen the IIF staff and clients in 
implementing the ESMS. The specific issues in the capacity building include legal framework on 

 
21 A proposed project is classified as category A if it 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.  

22 200 or more persons experience major impacts, which are defined as (i) being physically displaced from housing, or 
(ii) losing 10% or more of their productive (income generating) assets. 

23 A proposed project is classified as category A if it is likely to have significant impacts on IP. 
24 RAP is the name of the resettlement document that is developed in accordance with IFC PSs. 
25 The 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, (vi) income restoration program for vulnerable groups. 

26 IIF will not require IPDP but Favorable Action to IP in the project design or in related plans (e.g a Resettlement Action 
Plan) for Category B. 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. 
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environmental and social safeguards, screening and categorization, attention to the vulnerable 
groups and non-land rights holders in the negotiated land acquisition, safeguards plan, and 
monitoring.   

  
VII. GENDER AND SOCIAL DIMENSIONS 

66. IIF will adopt the following gender-related design features such as: (i) assess internal 
mechanisms and capacities to promote greater visibility of gender and social inclusion 
considerations in the design of its subprojects; (ii) ensure that all recipient subprojects will identify 
and maximize opportunities for women’s participation in all employment opportunities during 
construction, operation and maintenance of infrastructure, with potential adoption of evidence-
based gender-related targets; (iii) promote adherence to national core labor standards and 
commitments to gender equality and women’s empowerment stated in the government’s 
legislation and regulations; and (iv) assess the social and gender impact of the Project and the 
potential use of other identified women friendly technologies for greater social and gender-related 
elements. 

67. The project will contribute to improving gender equity in Indonesia through mainstreaming 
of gender responsiveness in the preparation and implementation of public investment projects in 
accordance with the country’s legislation and international best practice, including ADB gender 
guidelines.27 The Project is expected to positively affect the consumers, employees, and the poor 
in general, as they suffer the most from lack of economic infrastructure. The Project is pro-poor 
as it will directly support the government to achieve the RPJMN infrastructure development goals. 
Improved infrastructure will help reduce the vulnerability of the poor or the likelihood that the near-
poor will fall into poverty as a result of shocks, which remains an issue in Indonesia. 
  

 
27 For example, the Philippine experience of mainstreaming gender responsiveness in ODA-funded projects will be 

considered for appropriate adoption under the project. 
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IX. PERFORMANCE MONITORING, EVALUATION, REPORTING, AND 

COMMUNICATION 

A. Project Design and Monitoring Framework  

Impact the Project is Aligned with 

Availability of quality infrastructure increased (RPJMN 2015 – 2019).  
 

Results Chain 
Performance Indicators 

with Targets and Baselines 
Data Sources and 

Reporting Mechanism Risks  

Outcome By 2023 end: 
 

  

Private investment in 
infrastructure 
catalyzed  

Infrastructure investments 
leveraged by IIF increased to 
Rp 170 trillion (2017 baseline: 
Rp 114 trillion) 

IIF’s annual, quarterly 
risk management and 
audit reports; IIF bond 
underwriters’ report  

Dilution of government 
commitment to 
acceleration of 
infrastructure delivery 

Economic or financial 
sector crisis adversely 
affecting investor and 
lender interest in 
infrastructure projects  

Output By 2023: 
 

  

1. Availability of 
long-term financing 
and facilitation 
services for 
infrastructure 
projects increased 

 

 

 

 

 

1a. Average tenor of IIF’s debt 
increased to 12 years 
(2017 baseline: 9 years) 

 
1b. At least one social 

infrastructure sub project 
financed (2017 baseline: 
0) 

 
1c.IIF’s income from 

transaction advisory 
increased to Rp 21billion 
annually (2017 baseline: 
Rp 17.9 billion) 

 
1d. IIF operationalized two 

credit enhancement 
products (2016 baseline: 
0) 

1a-1d. IIF’s annual, 
quarterly risk 
management 
reports 

IIF’s portfolio quality 
deteriorates leading to 
shortening of loan 
tenors  

Higher cost of IIF 
financing due to 
changes in regulatory 
requirements or 
tightened liquidity 
conditions 

Small project pipeline 
due to inadequate 
preparation or delayed 
bidding of 
infrastructure projects 
by government 
contracting agencies  
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Key Activities with Milestones 

1. Availability of long-term debt financing in infrastructure projects increased 

1.1 Finalize indicative project pipeline to be financed by ADB funds (Q4 2019). 

1.2 Conclude subsidiary loan agreement between the government through MOF and SMI, and 
subordinated loan agreement between SMI and IIF (Q4 2019). 

1.3 Conduct risk assessment and financial and safeguards due diligence on projects to be financed by ADB 
loan (Q1 2020 – Q4 2022). 

1.4 IIF management obtains IIF board approval for projects eligible to be financed by ADB loan per IIF’s 
Operations Manual (Q1 2020 – Q4 2022). 

1.5 Develop enhancements to corporate, business development and funding strategies to strengthen IIF 
capabilities and institutional set-up given the expansion of products and services (Q1 2020 – Q4 2022).  

1.6 Conduct monitoring of approved projects financed by ADB loan (Q1 2021 – Q4 2023). 

1.7 Disseminate knowledge on best practices in infrastructure finance, including on environment and social 
safeguards in infrastructure projects delivered by the private sector (Q1 2020 – Q4 2022). 

Inputs 

ADB: $100,000,000 (loan) 

Assumptions for Partner Financing 

Not applicable 

ADB = Asian Development Bank; MOF = Ministry of Finance; IIF = PT. Indonesia Infrastructure Finance; SMI = PT. 
Sarana Multi Infrastruktur (Persero); Q = Quarter; RPJMN = National Medium Term Development Plan.  
Source: Asian Development Bank. 
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B. Monitoring  

68. Project performance monitoring will be done via quarterly and annual progress reports 
as detailed in paragraph 74.  

69. Compliance monitoring. ADB, the government, the EA and the IA will conduct quarterly 
reviews throughout the implementation of the Project through BAPPENAS’ existing quarterly 
monitoring meeting mechanism which is chaired by BAPPENAS in coordination with the Ministry 
of Finance pursuant to Article 53-56 of the Ministry of Development Planning (Bappenas) 
Regulation no. 4/2011 on Planning, Submission, Assessment, Monitoring, and Evaluation 
Mechanism of Activities Financed from Foreign Loans and Grants. The monitoring may also 
include site visits. Discussion between the related parties will be held based on quarterly projects 
reports sent by the EA and IA to BAPPENAS and MOF.  

70. In addition to the standard assurances, compliance with the specific assurances will be 
monitored. Compliance monitoring will be based on the loan agreement and project agreement. 
The review will monitor the (i) project output quality, (ii) implementation arrangements, (iii) 
implementation progress, and (iv) disbursements. Performance will be monitored based on 
indicators and targets stipulated in the design and monitoring framework.  

 
71. Safeguards monitoring and reporting. IIF will undertake safeguard monitoring through 
periodic review of the corrective action plan and quarterly risk management report. At the project 
level, the IIF’s client shall submit monitoring reports with regard to implementation progress on 
social and environmental safeguards and compliance with loan covenant on a regular basis as 
per IIF Operations Manual 1 para 25 and IIF Operations Manual 2 Annex P Table 18.1 . 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 to SMI, which will in turn submit 
the document to ADB for review. The report will not be publicly disclosed. In the event third party 
- request for these ESMS monitoring reports, ADB will refer the request to IIF and IIF will respond 
in accordance with internal policies and subloan agreement.  
 
 72. Gender and social dimensions monitoring. As part of its overall performance 
monitoring, PT SMI shall cause IIF to include, in the progress report an update on the status of 
implementation of all social- and gender-related elements included in the gender action 
framework.53 
 
C. Evaluation 

73. ADB will field regular review missions to review status of the loan, disbursements made 
for the PPI projects, physical progress at subproject level, and compliance with the environmental 
and social safeguards. Within 12 months from the effective date, ADB, SMI and IIF shall jointly 
undertake a comprehensive review of the Project. The review shall assess the Project’s 
achievements and progress in implementing the Project against the performance targets and the 
project implementation schedule in order to identify any difficulties or constraints encountered in 
implementing the Project and to make adjustments, if necessary, for the remaining project 

 
53 ADB's Handbook on Social Analysis: A Working Document, is available at: 

http://www.adb.org/Documents/Handbooks/social-analysis/default.asp, Staff Guide to Consultation and 
Participation: http://www.adb.org/participation/toolkit-staff-guide.asp, and, CSO Sourcebook: A Staff Guide to 
Cooperation with Civil Society Organizations: http://www.adb.org/Documents/Books/CSO-Staff-Guide/default.asp  

http://www.adb.org/Documents/Books/CSO-Staff-Guide/default.asp
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implementation period. In particular, the review shall, among others, evaluate the rate of utilization 
of ADB loan for the financing of the PPI projects, compliance with the loan covenants generally 
and compliance with the environmental and social safeguards requirements.  

 
D. Reporting  

74. Based on the reports submitted by IIF as the IA, SMI as the project EA will provide ADB 
(in a format to be agreed between SMI, IIF and ADB) with: 

(i) quarterly progress reports within 4 weeks after the end of the quarter, which will 
include, but not limited to: (a) utilization of funds; and (b) description of sub projects.  

(ii) consolidated annual reports within 1 month after the end of the year, which will include 
(a) progress achieved by output as measured through the indicator's performance 
targets, (b) key implementation issues and solutions, (c) updated implementation plan 
for the next 12 months; (d) ESMS implementation; and (e) an update on the status of 
implementation of all social- and gender-related elements included in the gender 
action framework (as required in the gender and social dimensions monitoring). The 
progress report will be structured following the Project’s Design and Monitoring 
Frameworks (DMF) and will also provide actual versus planned status of activities in 
the project implementation plan. Project progress reports will indicate the status of 
compliance with legal, financial, economic, environmental, social and other covenants, 
highlighting projects that (may) face significant social or environmental issues during 
implementation. The reports shall have a special section on issues and proposed 
solutions. 

(iii) a project completion report54 within 6 months of physical completion of the project  
 
E. Stakeholder Communication Strategy  

75. Stakeholder consultations and communication are critical aspects of the project design. 
Key immediate stakeholders include SMI, and IIF. On a wider basis, beneficiaries will include the 
development partners, consultants, contractors and suppliers under the PPI projects, and 
infrastructure-related CSOs. Regular stakeholder consultations will be held during project 
implementation. Participation of stakeholders during project implementation will be facilitated 
through interaction during administration missions and LPIIP-associated events. All policy, legal, 
regulatory, and institutional changes resulting from the project will be communicated to the 
stakeholders. In addition, regular awareness and dissemination activities are built into the design 
of the Project. IIF will disclose all key project-related information of the ADB financed subprojects, 
including detailed description of the design and structure of LPIIP. Periodical meetings of all the 
stakeholders will be organized to discuss about the project design, progress and disseminate 
implementation relation issues. 
 

X. ANTICORRUPTION POLICY 

76. ADB reserves the right to investigate, directly or through its agents, any violations of the 
Anticorruption Policy relating to the project.55 All contracts financed by ADB shall include 

 
54 Project completion report format is available at: http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-  

Sector-Landscape.rar 
55 Anticorruption Policy: https://www.adb.org/sites/default/files/institutional-document/32026/anticorruption.pdf 
 

http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-%20%20Sector-Landscape.rar
http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-%20%20Sector-Landscape.rar
https://www.adb.org/sites/default/files/institutional-document/32026/anticorruption.pdf
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provisions specifying the right of ADB and the government to audit and examine the records and 
accounts of the executing and implementing agencies and all project contractors, suppliers, 
consultants, and other service providers. Individuals and/or entities on ADB’s anticorruption 
debarment list are ineligible to participate in ADB-financed, -administered, or -supported activity 
and may not benefit from an ADB-financed, -administered, or -supported contract, financially or 
otherwise.56  

77. To support these efforts, relevant provisions are included in the loan agreement, 
subsidiary loan agreement, and subordinated loan agreement for the project. The ADB's 
Anticorruption Policy (1998, as amended to date) was explained to and discussed with the 
government, SMI and IIF. ADB will require the Borrower to institute, maintain, and comply with 
internal procedures and controls following international best practice standards for the purpose of 
preventing corruption or money laundering activities or the financing of terrorism and covenant 
with ADB to refrain from engaging in such activities. During review missions, the financial 
management, governance, and anticorruption risk assessments will be updated to ensure their 
provisions remain valid and are helping to realize the Project’s objectives. 

78. IIF shall comply with ADB’s Anticorruption Policy (1998, as amended to date) and will 
address integrity issues in accordance with IIF Guidelines for Fraud Prevention and Anti-
Corruption (IIF Guidelines). IIF Guidelines is generally consistent with ADB’s Anticorruption Policy 
as it contains detailed instructions on dealing with fraud and corruption, and includes 
whistleblower provisions. In the event of any conflict between the IIF Guidelines and ADB’s 
Anticorruption Policy, the latter shall prevail. 

79.  IIF Guidelines for Fraud Prevention and Anti-Corruption is generally consistent with ADB’s 
Anticorruption Policy as it contains detailed instructions on dealing with fraud and corruption, and 
includes whistleblower provisions.  

80. IIF shall comply with ADB’s Anticorruption Policy (1998, as amended to date) and Integrity 
Principles and Guidelines (2015, as amended from time to time) and will address integrity issues 
in accordance with IIF Guidelines for Fraud Prevention and Anti-Corruption. In the event of any 
conflict between such policies and guidelines, ADB’s Anticorruption Policy and Integrity Principles 
and Guidelines shall prevail. ADB will notify IIF with any update to ADB’s Integrity Principles and 
Guidelines.  

81. In the event of any violations to the Anticorruption Policy under the Project, ADB will 
coordinate with the government, PT SMI and IIF prior to conducting an inspection of Goods and 
Works, the Qualified Enterprise, the Qualified Subproject as well as any audit and examination of 
records and accounts of PT SMI, IIF, Qualified Enterprises and all project contractors, suppliers, 
consultants, and other service providers for all contracts financed by ADB. 
 

XI. ACCOUNTABILITY MECHANISM 

82. People who are, or may in the future be, adversely affected by the project may submit 
complaints to ADB’s Accountability Mechanism. The Accountability Mechanism provides an 
independent forum and process whereby people adversely affected by ADB-assisted projects can 
voice, and seek a resolution of their problems, as well as report alleged violations of ADB’s 
operational policies and procedures. Before submitting a complaint to the Accountability 
Mechanism, affected people should make an effort in good faith to solve their problems by working 

 
56  ADB's Office of Anticorruption and Integrity web site: https://www.adb.org/site/integrity/main 

 

https://www.adb.org/site/integrity/main
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with the concerned ADB operations department.  Only after doing that, and if they are still 
dissatisfied, should they approach the Accountability Mechanism.57 
 

XII. RECORD OF CHANGES TO THE PROJECT ADMINISTRATION MANUAL 

83. All revisions and/or updates during the course of implementation should be retained in this 
section to provide a chronological history of changes to implemented arrangements recorded in 
the PAM, including revision to contract awards and disbursement s-curves. Any subsequent 
change to the PAM shall become effective only after approval of such change by the government, 
IIF and ADB.  

 
57 Accountability Mechanism. http://www.adb.org/Accountability-Mechanism/default.asp.  

http://www.adb.org/Accountability-Mechanism/default.asp

