Indonesia and Philippines Join Plan to Shut Coal Plants Early
by Bloomberg News, with Krystal Chia and Karoline Kan
Nov. 3, 2021 – The Asian Development Bank has launched a plan that aims to help Indonesia and the Philippines retire 50% of their coal fleet over the next 10 to 15 years. 
The plan, called the “Energy Transition Mechanism,” comprises 2 multi-billion-dollar funds.  One will be used for the early retirement or repurposing of coal-fired power plants, while the other will focus on clean-energy investments, ADB president Masatsugu Asakawa announced at the CoP26 Climate Summit in Glasgow. 
Multi-lateral banks, private institutional investors and others will provide capital for the mechanism.  The 1st seed financing for the mechanism will come from Japan, which is committing $25 million, according to an ADB press release.  The pilot phase will aim to raise enough money to accelerate the retirement of 5 to 7 coal plants in Indonesia and the Philippines.
Officials at the Manila-based development bank have previously described the plan as using the funds to buy and run the power plants at a lower cost of capital than is currently available to commercial operators.  That would allow them to generate enough returns over a shorter period to facilitate the early closures of the assets.
Still, the plan has come under criticism by non-governmental organizations.  Groups including the Center for Energy, Ecology and Development sent a letter to the ADB this month addressing their concerns over the plan’s lack of details.  They argued that the proposal, which first involves buying the coal plants, could actually extend the lifespan of these coal facilities.
National reliance on coal as a source of fuel has come under scrutiny in recent months, as countries globally deal with an energy crisis.  Indonesia is the world’s largest exporter of coal, with prices recently surging to a record high.  In the Philippines, coal contributes to more than half of the country’s power.
(Michael Bloomberg, the founder and majority owner of Bloomberg LP, the parent company of Bloomberg News, is funding efforts to close 1/4 of the world’s remaining coal plants and cancel all new proposed projects globally by 2025.)
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