A
{ ) Climateworks

v CENTRE

Energy Building blocks for
tranSitions successful Just Energy

. . Transition Partnerships
in Vietnam

and

Indonesia:


https://www.climateworkscentre.org/

We acknowledge and pay respect to the Traditional Owners and Elders — past and present —

of the lands and waters of the people of the Kulin nation on which the Climateworks Centre office
is located, and all of the Elders of lands across which Climateworks operates nationally.

We acknowledge that sovereignty was never ceded. More information.



https://www.climateworkscentre.org/
https://www.climateworksaustralia.org/acknowledgement-of-country/

ENERGY TRANSITIONS IN VIETNAM AND INDONESIA

MAY 2023

ACKNOWLEDGEMENT OF SUPPORT

Climateworks Centre gratefully acknowledges the valuable
contributions made by the following individuals in their
personal capacity during the peer review process, as well
as the anonymous reviewers whose insightful feedback
helped improve the quality of the policy brief.

+  Dr. Beni Suryadi, Manager of Power, Fossil Fuel,
Alternative Energy and Storage, ASEAN Centre for
Energy

+  Fikri Muhammad, Senior Analyst, Climateworks
Centre

+  Dr. Glen Currie, Program Impact Manager,
Climateworks Centre

+  Muhammad Shidig, Senior Researcher, ASEAN
Centre for Energy

+ Ronald Bohlander, former Climate Counsellor,
British Embassy Hanoi

CLIMATEWORKS CENTRE

ABOUT US

Climateworks Centre bridges the gap between research
and climate action. We are climate transition specialists,
working in Australia, Southeast Asia and the Pacific with
decision-makers who have the power to reduce emissions
at scale. Climateworks develops evidence-based solutions
to accelerate emissions reduction in line with the global
1.5°C temperature goal and shared climate safety.

Co-founded by philanthropy and Monash University,
Climateworks is an independent not-for-profit working
within the Monash Sustainable Development Institute. To
learn more about this work, visit
www.climateworkscentre.org.



https://www.climateworkscentre.org/
http://www.climateworkscentre.org/

ENERGY TRANSITIONS IN VIETNAM AND INDONESIA MAY 2023

Contents

1) goTo I8 o1 1o 1o FAUUU TP PRI 5
L@ Y= T YRR 6
Why is @ just transition @SSENLIAIT .......c.ei i e 7
What do the just energy transition commitments of Indonesia and Vietnam mean?..........cccccceccveveenneee. 7
Building blocks for a successful just energy transition mechanism ...........cccoeviiiiienie e 9
Assessing the potential of Just Energy Transition Partnerships.........ccceoeviiiiie e, 12
(@70 o] 1T o] o T PP 16
RETEIEINCES ...ttt h e Rt et e R e e nn e 17
CLIMATEWORKS CENTRE


https://www.climateworkscentre.org/

ENERGY TRANSITIONS IN VIETNAM AND INDONESIA MAY 2023

Introduction

CLIMATEWORKS CENTRE

Southeast Asia is a fast-growing region with significant opportunities
to accelerate decarbonisation.

The recently announced Just Energy Transition Partnerships (JETP)
in Indonesia and Vietnam demonstrate strengthened commitment to
accelerate the low-carbon transition in the region by developing a
country-led model that aims to phase out/down unabated coal-fired
power generation and cease issuance of coal-fired power plants,
while ensuring equitable and inclusive outcomes for vulnerable
workers, and communities in coal-dependent regions, consumers
and incumbent companies.

While JETP is not designed to facilitate the wholesale transition, the
initial success of JETP implementation is important to accelerate the
momentum for the energy transition, while enabling further financial
flows into these two countries and strengthen the governance of
climate action.

Against this backdrop, Climateworks Centre has been working on
designing a holistic framework to demonstrate what good looks like
for a JETP implementation plan, informed by academic and grey
literature on the policy implications from global North and global
South. We aim to initiate a discussion on the enablers and barriers
to their successful implementation. This policy discussion paper is
the first among our key series of thought leadership publications on
just energy transition in Southeast Asia.

I hope the policy discussion brief will provide an interdisciplinary
perspective for policy makers, financial institutions and societal
actors who are aiming to contribute the successful implementation
of these game-changing initiatives in Indonesia and Vietnam.

Anna Skarbek
CEOQO, Climateworks Centre
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Overview

This policy brief proposes an analytical framework to assess the potential success of innovative
finance models in tackling carbon lock-in and accelerating climate-resilient development in a just and
fair manner. It has been prepared in light of recent high-level partnership agreements in Indonesia
(November 2022) and Vietnam (December 2022).

What is happening in Indonesia and Vietham?

Two major economies of Southeast Asia, Indonesia and Vietnam, stepped up their announcement of
net zero pledges and signed a Just Energy Transition Partnership (JETP) with International Partners
Group (IPG) members! to articulate a social justice component into climate action, against the
backdrop of intensification of the energy trilemma. The political declaration to JETP in Indonesia and
Vietnam will mobilise US$20 billion for Indonesia and US$15.5 billion for Vietnam in the next three to
five years to decommission and repurpose coal-fired power stations, increase investment in
renewable energy and energy storage, improve the power generation technology, expansion and
modernisation of the transmission and distribution grids, and increase energy efficiency.

What does a Just Energy Transition Partnership entail?

JETPs aim to accelerate the energy transition in Indonesia and Vietnam by promoting a partner
country-led model that aims to phase out/down unabated coal-fired power generation and cease
issuance of new permits and construction of new unabated coal-fired power plants. In doing so,
JETPs aim to ensure just, equitable and inclusive outcomes for consumers, workers, vulnerable
communities in coal-dependent regions and companies by achieving the following outcomes. The first
aspect is related to the diversification of the local economy. It aims to create quality jobs and regional
value chains while providing educational and vocational training and re-skilling and upskilling
programmes for the workforce. In addition to the social protection schemes for vulnerable
constituencies, JETPs aim to mitigate the vulnerabilities of carbon-intensive industries. These vital
economic sectors include thermal electricity generation, coal mining, heavy industry and transport.
The second aspect concerns energy justice and aims to ensure affordable electricity for low-income
groups. The final aspect is to attract large-scale domestic and international private investments to
increase the capacity to deliver the pillars above.

How does the JETP mechanism work?

The financial mechanism aims to catalyse private capital using grants and loans with below-market
interest rates. Half the funding will be secured through private finance, facilitated by the Glasgow
Financial Alliance for Net Zero (GFANZ) Working Group.2 Private finance is subject to the catalytic
public sector finance mobilisation by the IPG members.

What do JETPs mean for achieving net-zero emissions?

JETPs build on the mainstream discussions regarding achieving net zero targets by ensuring local
market maturity, allocation of fiscal capacity, and affordable financing to expand the deployment of

' The political declaration is signed with the International Partners Group (IPG) comprising of the European Union, the United
Kingdom, United States of America, Japan, Germany, France, Italy, Canada, Denmark and Norway. The UK and the EU lead
the IPG members in the Vietnamese JETP, whereas the USA and Japan lead the IPG members in the Indonesian JETP.

2 GFANZ comprises 550 member firms from across the financial sector, including banks, insurers, asset owners, asset
managers, financial service providers and investment consultants, including the Bank of America, Citi, Deutsche Bank, HSBC,
Macquarie, Mizuho Financial Group, MUFG, Prudential Plc, Shinhan Financial Group, SMBC Group, and Standard Chartered.
(GFANZ Establishes Working Group to Support Capital Mobilization for the Viet Nam Just Energy Transition Partnership |
Glasgow Financial Alliance for Net Zero (gfanzero.com)
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renewable energy technologies and phase down coal production. Hence, the high-level partnerships
in Indonesia and Vietnam are not only innovative finance models but also core delivery mechanisms
for achieving NZE while reducing social inequalities.

Why is a just transition essential?

Just transition rhetoric increasingly plays a central role in the interface between curbing emissions
and the socio-economic disruptions of climate action. A just transition is commonly defined as a fair
and equitable process of moving toward a post-carbon society for workers in extractive industries and
people who live adjacent to high-emitting sectors and are often economically dependent on them
(Cock 2011, Newell and Mulvaney 2013, White, Rudy et al. 2015, Evans and Phelan 2016, Stevis and
Felli 2016, Healy and Barry 2017, Goddard and Farrelly 2018, Jenkins 2018, Jenkins, Sovacool et al.
2018, Ciplet and Harrison 2019). In the JETP context in Indonesia and Vietnam, just transition refers
to incentivising key transition stakeholders in order to accelerate a transition away from coal.

Just transition accelerates the scale and pace of energy transitions by distributing the benefits and
burdens in an equitable way and increasing the endorsement of key transition stakeholders.
Policymakers increasingly recognise the importance of simultaneously addressing social injustices in
tandem with the decarbonisation goal. The Paris Agreement, signed by 196 countries, requires the
international community to consider ‘a just transition of the workforce and the creation of decent work
and quality jobs in accordance with nationally defined development priorities’ when transitioning to a
low-carbon economy (UNFCCC 2015, p.2).

What do the just energy transition
commitments of Indonesia and Vietham
mean?

Indonesia

Indonesia became the second JETP-pledged country after South Africa in November 2022. The
Indonesian US$20 billion JETP brings forward the country's net zero power sector and phase-out of
unabated coal a decade faster from 2060 to 2050, making the power sector emissions peak in 2030
(from the initial target in 2037) with a GHG emissions cap of 290 MtCO: (from the initial baseline of
363 MtCOz2). In addition, the partnership commitment underlines halting the existing pipeline of coal-
fired power plants (CFPPs) planned under Indonesia’s state-owned electricity generation company,
PT Perusahaan Listrik Negara’'s (PLN) Electricity Supply Business Plan 2021-2030, reemphasising
the Presidential Regulation 112/2022’s moratorium on new grid-connected CFPPs, accelerated
retirement of CFPPs, and accelerated deployment of renewables to generate at least 34 per cent of
the total generation by 2030.

The JETP has significant implications for the largest economy in Southeast Asia, in which 60 per cent
of electricity is supplied by a young fleet of coal-fired power plants with a total installed capacity of 40
GW. To exemplify, a recent analysis by TransitionZero (2022) suggests more than half of Indonesia’s
operational on-grid CFPPs (14.7 GW to 21.7 GW) can be retired ten years earlier than anticipated,
provided there is efficient mobilisation of JETP financing.

While noting the significance of the moratorium on new coal plants in Indonesia, it is important to note
that the JETP fails to include the growing capacity of captive coal power and overseas coal sales. It is
projected that the operation of off-grid power plants run by industrial producers for their own

consumption will continue to grow in the next decade. In addition to the need to address the operation
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of off-grid power plants run by industrial producers for their own consumption, the more challenging
systemic barrier — that is, coal exports — remains. In the last decade, more than half of Indonesia's
coal production has been exported, mainly to China, India and other nations in Asia. Hence, limiting
the captive coal power plants and addressing coal exports in the JETP will be pivotal.

Vietham

Vietnam became the third JETP-pledged country in December 2022. Vietnam committed to achieving
net zero emissions by 2050, joined the Global Methane Pledge supporting a goal of reducing
methane emissions by 30 per cent in 2030 compared to 2020 levels, and committed to ceasing
issuance of new permits and construction of new unabated coal-fired power generation projects
through its support of the Global Coal to Clean Power Transition Statement. Under JETP, Vietnam
also committed to increasing the renewable capacity to 47 per cent by 2030. This will require
significant investment in new technologies, including expanding and modernising the transmission
and distribution grids.

To achieve this ambitious goal, Vietham needs to retire most of the 39 coal plants (24.6 GW) in
operation that generate around half the total electricity by 2040. Compared to the level of detail of
early retirement of CFPP provided in the JETP for Indonesia, Vietnam’s Partnership announcement
only highlights, ‘the intent to negotiate the decommissioning of coal-fired power stations’. Thus, the
focus is on ceasing the issuance of new permits and construction of new unabated coal plants in
Vietnam instead of early closure in Indonesia. The 8th Power Development Plan (PDP VIII), still
foresees coal plant development until 2030 even though a total-phase out of coal in the power system
is foreseen by 2050.

Significant systemic bottlenecks remain before the successful implementation of the JETP in Vietnam,
which ascended to middle-income country status only in the last decade. For example, the age of the
operational fleet (82 per cent of the coal plants are less than ten years old, the highest rate among
Southeast Asia), fiscal constraints, and capacity limitations in transmission that have surfaced through

the country’s significant solar PV uptake in recent years, all suggest implementation of the JETP will
not be plain sailing. In addition, the mobilisation of private finance, facilitated by the GFANZ Working
Group, is contingent on various factors, including the availability of ‘a robust pipeline of competitively
tendered projects’, which has long been identified as a gap for scaling energy transition in Vietnam.

TABLE 1: IN ANUTSHELL: THE JUST ENERGY TRANSITION PARTNERSHIP IN INDONESIA AND VIETNAM

INDONESIA

VIETNAM

The scale of the
financial tool

US$20 bn over the next three to five years, of
which US$10 bn will be mobilised by the IPG
members. The remaining US$10 bn will be
mobilised from private finance, primarily by the
GFANZ working group.

$US15.5 bn over the next three to five years, of
which the IPG members will mobilize
US$7.75bn. The remaining US$7.75 bn will be
mobilised from private finance, primarily by the
GFANZ working group.

The peak year for
power sector
emissions

2030 at an absolute value of no more than 290
MtCO, compared to the 2030 baseline value of
363 MtCO-

2030 at no more than 170 MtCO, compared to
the 2035 baseline value of 250 MtCO,

The peak of coal-
fired capacity

Unspecified

30.2 GW (from 37 GW)

Economy-wide net
zero emissions

By 2060 or sooner, conditional on climate
finance

By 2050

Methane Pledge

Joined the Global Methane Pledge in which the
signatories committed to reducing methane
emissions by 30% in 2030, compared to 2020
levels

Joined the Global Methane Pledge in which the
signatories committed to reducing methane
emissions by 30% in 2030, compared to 2020
levels

Deployment of
Renewable Energy

At least 34% of all power generation by 2030
(from the existing 23% target)

At least 47% of electricity generation by 2030
(from the existing 36% target)
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INDONESIA

VIETNAM

Retirement of coal-
fired power plants

JETP notes a commitment to restricting the
development of captive coal-fired power plants
and phasing out coal plants by the 2040s;
quantitative information will be specified in JETP
Investment and Policy Plan

Unspecified

New coal-fired
power plants

Full moratorium on any new on-grid coal power
generation capacity and freezing the existing
pipeline of planned on-grid CFPP®

Ceasing issuance of new permits and
construction of new unabated coal-fired power
generation projects (14 GW)

The consultation
process for JETP

Workers and all societal groups with a particular
focus on women, youth, and vulnerable
populations that earn a living in the coal industry
or jobs connected with the coal industry

Unspecified. The need to regularly consult
stakeholders such as the media and NGOs is
specified.

Financial
instruments for
catalysing private
finance

Grants, concessional loans, market-rate loans,
guarantees, and technical assistance

Unspecified

Milestones (2023
and 2024)

+  Establishment of the Secretariat (16
February 2023)

+  Channel the fund under Indonesia’s
Energy Transition Mechanism (ETM)
Country Platform Manager, PT Sarana
Multi Infrastructure (PT SMI), a Special
Mission Vehicle (SMV) of the Ministry of
Finance (date unspecified)

+  Development of a JETP Investment and
Policy Plan that includes a competitively
tendered pipeline of projects, including
continued progress in improving the
country’s policy and enabling
environment, in line with budgetary
procedures and terms by May 2023.

+  Development of a roadmap for 2030 in the
power sector in line with the NZE target
by May 2023.

+  Setting up a coordination platform with
development finance institutions by March
2023.

+  Biannual review in 2024

+  Establishment of Secretariat by April 2023

+  Adoption of JETP Resource Mobilisation
Plan (JETP — RMP) in which the use and
terms of funds will be decided by
November 2023

+  Biannual review process in 2024

Building blocks for a successful just
energy transition mechanism

Climateworks Centre proposes an analytical framework to assess how the JETP will serve to achieve
a just energy transition in Indonesia and Vietnam.

The framework is informed by Global Commission on People-Centred Clean Energy Transitions (IEA
2021), Supporting Energy Transition in Coal Regions (World Bank 2021), the OECD’s ‘do no more
harm principle’ (OECD 2020), the National Green Taxonomy Guide (World Bank, 2020), the
guidelines for a just transition towards environmentally sustainable economies and societies for all

3 The installed capacity of Indonesia’s CFPPs are projected to increase to 45 GW by 2030 from its existing 35 GW capacity (as
of 2021), including a total of 14 GW of currently under construction which will come online within this period. Without the
planned 5 GW to be retired early, the country’s total coal capacity would reach to 50 GW by 2030.

CLIMATEWORKS CENTRE
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(ILO 2015), and Social Protection for a Just Transition: A Global Strategy for Increasing Ambition in
Climate Action (International Labour Organization and AFD 2020).

Building on mainstream criteria to measure the success of JETPs on the basis of systemic and socio-
economic benchmarks (such as, the scale of phase-out in terms of installed capacity or the number of
employees who are employed in alternative industries), Climateworks proposes introducing a more
comprehensive approach to evaluate what success looks like in a JETP by articulating how it will be
governed and how it can be most effectively financed. As such, this analytical framework provides a
holistic set of benchmarks in policy making, implementation and resource mobilisation.

The systemic benchmark aims to assess JETPs based on enabling the systemic requirements to
deliver on NZE commitments. It comprises the enabling environment for enhancing energy security,
accessibility, affordability, sustainability and interconnection through deploying low-emission
technologies, electrification, efficiency and a shift away from energy-intensive products and services.

The financing benchmark aims to assess the ability of JETPs to secure a regular flow of private
investments that de-risk renewable energy and efficiency investments and enable financing to
increase grid flexibility and integration while diversifying the local economy of coal-dependent regions.
As such, this building block goes beyond ensuring financing mechanisms for climate mitigation but
also involves those related to accelerating alternative income generation schemes in coal-dependent
regions. It comprises the capacity of concessional and grant funding to leverage bankable projects.

The governance benchmark aims to assess the institutional capability to implement regulations that
align energy policy targets with climate action commitments through enhancing market maturity for
deploying decarbonised technologies, decommissioning high-carbon commodities, increasing
interconnection, implementing social policies, and energy governance reform. As such, this
benchmark assesses how resource flows (money, people, knowledge, information and other assets
such as infrastructure) are developed, allocated and distributed for ambitious and effective
institutional frameworks, regulations and systems to enforce just transition policies and practices,
considering the decision-making power, authority and influence (formal and informal) at federal, state
and local levels.

The socio-economic benchmark aims to assess JETPs on alleviating poverty and unemployment,
providing social protection schemes for the most vulnerable, and delivering climate-aligned outcomes
from the potential disruption of an energy transition. It comprises affordability, social acceptance, job
creation potential, diversification of the local economy and compensation. Social acceptance consists
of two criteria: inclusive consultation with key transition stakeholders and recognition of marginalised
communities. The second aspect (job creation potential) includes skill support and access to green
jobs. The third aspect (diversification of the local economy) comprises the adoption of decarbonised
technologies and alternative income generation schemes in coal-dependent regions. The fourth
aspect (resource allocation for compensation) constitutes workers’ financial compensation, such as
introducing early retirement schemes.

CLIMATEWORKS CENTRE
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TABLE 2: BUILDING BLOCKS OF A SUCCESSFUL JUST ENERGY TRANSITION: SYSTEMIC, FINANCING,
GOVERNANCE AND SOCIO-ECONOMIC BENCHMARKS

MAY 2023

SYSTEMIC

FINANCING

GOVERNANCE

SOCIO-ECONOMIC

Energy security

Energy access

Affordability

Sustainability

Interconnection

Resource allocation
to leverage
sustainable
investments

Fiscal capacity

Institutional capacity

Regulatory
framework

Social acceptance

Job creation

Diversification of the
local economy
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Assessing the potential of Just Energy
Transition Partnerships

JETP represents only a fraction of what Indonesia and Vietnam needs, in order to deliver meaningful
energy transition and social justice outcomes, while strengthening the governance of climate action.
However, the relative nascency of international partnerships on just energy transitions means there
are currently few examples to illustrate how they can simultaneously achieve net zero emissions
targets and alleviate poverty and unemployment, provide social protection schemes for the most
vulnerable, and climate-aligned outcomes from the potential disruption from an energy transition.

Considering the development of a novel approach to tackle climate and social justice outcomes,
Climateworks suggests applying the following criteria to assess the potential for JETPs to deliver
positive outcomes for the aforementioned dual challenges in Indonesia and Vietnam:

Systemic benchmark

A successful JETP implementation requires a significant increase in the deployment of low-carbon
technologies in addition to introducing, implementing or upgrading the following: energy storage
systems (such as batteries or pumped hydro storage), demand response programmes to manage
peak demand, innovative grid technologies and transmission and distribution infrastructure to reduce
systemic bottlenecks* while advancing on the affordability of the final product and minimising the
socio-environmental harm of generation.

These strategies can assist in overcoming the systemic barriers regarding network capacity and the
early retirement of coal plants. The challenge of long-term Power Purchase Agreements (PPAs) with
the state-owned power utilities also poses challenges to early retirement decisions since a
guaranteed revenue stream for the power plant operators are in place and they have little incentive to
phase-out or down their operations.

Financing benchmark

A successful JETP implementation requires the strategic use of concessional and public capital to
catalyse additional private capital that would not otherwise be available for climate investments. The
success of JETPs in leveraging additional and scalable financing can be assessed by using public
money in de-risking credit, facilitating equity and bank finance, auctioning permits, speeding up
licensing, and enhancing competition. The performance of JETPs can also be assessed based on an
increase in developing finance institutions’ financial flows in Indonesia and Vietnam.

However, various systemic barriers remain for catalysing private capital to accelerate a transition
away from coal while delivering positive social justice outcomes. As such, the most significant
bottlenecks for the financing benchmark are the cost of currency and liquidity risk premiums in
economies with less mature capital markets where PPAs and debt are issued, the over-reliance on
sovereign debt where domestic corporate debt and equity raising capacity is limited, the relatively
higher capital costs of low-carbon technologies, the scale of the project size for international private
investors, and the unproven nature of existing public-private financial vehicles such as blended
finance, at scale, in the least developed countries and low- and middle-income country contexts. In
addition to these barriers, some relational bottlenecks regarding the financing benchmark are also

4 Climateworks Centre recognizes that a transition away from natural gas, a fossil fuel that its extraction, production,
and transport result a potent greenhouse gas, methane, must be part of decarbonisation efforts. Energy transition
strategies that are built on greater use of natural gas entail several risks beyond aligning with NZE targets. First, a
prolonged fossil-based electricity generation in the absence of a viable off-ramp route or a built-up of stranded assets
can potentially raise the cost of the energy transition. Second, it can jeopardise energy security. As such, the depleting
gas reserves would translate as higher energy import bills, and with it, a heightened risk of import inflation, increasing
the need for tariff increases for the projected increases in gas-fired power capacity.

CLIMATEWORKS CENTRE
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present. To exemplify, these include misalignment between disclosure standards, international
investor requirements, and institutional challenges to align timelines for differentiated coal retirement
and renewable financing mechanisms persist in both the Vietnamese and Indonesian contexts.

Governance benchmark

Alignment of national development plans, international commitments, power supply strategies and
master plans, policies regarding the financing of the energy transition, and industry-related policies
with mobilising and operationalising capital via the JETPs will define whether these JETPs bring
added value to the governance of climate action.

Systemic bottlenecks which can impact governance for the successful delivery of the JETPs include
the strong influence of state-owned enterprises and private sector interests in coal mining and
generation. Relatedly, subsidies — provided to extractive industries and hard-to-abate sectors to
ensure their business-as-usual operations — remain controversial. It would also be naive to assume
government income tax and revenue impacts from the early retirement of coal plants on fiscal
capacity are minimal. Other challenges regarding the successful governance of JETPs include gaps
in decision-making processes, the disconnect between central and local governments in policy-
making and implementation and limited freedoms regarding the right to information and expression in
a tightened civil society space.

Socio-economic benchmark

The added value of the JETPs is contingent on tailor-made solutions developed for transition
experiences in Vietnam and Indonesia, which consider economic growth, the need to create (in
addition to recuperate) jobs and workforce capacity regarding technical and technological re-skilling.

Without such solutions, the extent of the JETPs’ capability to overcome a range of systemic barriers
remains uncertain. Barriers include significant public debt, limited fiscal capacity, and social protection
measures from risks related to decarbonisation and climate-related disasters, low GDP per capita,
geographical redistribution of employment opportunities based on the location of power generation
and underdeveloped technical and vocational training. In addition to the equitable redistribution of
burdens, the redistribution of benefits of the energy transition needs careful consideration, to ensure
that regions in transition experience positive outcomes.

Overall, JETP Investment and Policy Plans must fulfil the ambitious criteria provided above, in order
for JETPs to deliver sustainable, additional and transformative outcomes in Indonesia and Vietnam.
Table 3 summarises the four-tiered criteria to assess JETPs, whereas Table 4 indicates systemic
barriers that may potentially impact successful delivery of the JETPs in these jurisdictions. The first
column identifies benchmarks for a successful just energy transition. The second column
demonstrates the factors that make JETPs additional, scalable and transformative based on those
benchmarks. These criteria aim to inform the government authorities, financial institutions, societal
stakeholders and the private sector on the interrelations and complexity of multiple factors in
achieving success in systemic, financial, governance and socio-economic realms rather than
presenting a checklist for successful delivery. Table 4 builds on the benchmarks and demonstrates
contingent elements which are challenging successful delivery.

CLIMATEWORKS CENTRE
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TABLE 3: CRITERIA TO ASSESS INDONESIA AND VIETNAM JETPS BASED ON SYSTEMIC, FINANCING,
GOVERNANCE AND SOCIO-ECONOMIC BENCHMARKS

MAY 2023

BENCHMARK

WHAT SUCCESS LOOKS LIKE

Systemic

Early retirement of on-grid and captive coal-fired power plants

Increase in the deployment of low-carbon technologies, grid flexibility, interconnection,
storage

Metrics for early retirement, site selection and prioritisation (e.g. reserve margin, PPA buyout
cost, geographical, economic lifetime)

Financing

Clarity from international JETP partners relating to public capital commitments, including
conditions and concessionality.

Deployment of credit enhancement instruments (e.g. partial risk guarantee, guarantor / first-
loss provisions) and other interventions by international partners to ameliorate risk
perceptions and reduce capital costs

Targeted use of sovereign guarantees by the national government to provide investment
assurance to IPPs

Alignment of renewables projects with national green taxonomies that are interoperable with
best practice frameworks

Progressive reduction and removal of producer and consumer-facing subsidies that distort
price signals and investment trajectories

Government facilitation of a national clean energy project pipeline to coordinate
development finance inflows and provide transparency around opportunities to international
partners and the private sector

Implementation of mandatory climate-related financial disclosures to enhance transparency
around transition risks and opportunities

Financial institutions embed just transition financing in banking and investment activities

Government-facilitated pilot to scale approach for nascent coal retirement financing
instruments and managed transition vehicles

Governance

The processes and mechanisms through which sources of capital are mobilised and
operationalised are aligned with:

O national development plans and socio-economic policies (such as socio-economic
development strategies)

o international commitments (such as nationally determined contributions (NDCs)
long-term strategies (LTS)

O  power supply strategies and master plans (such as renewable energy master plan,
electricity supply plan, power producer procurement programme, electricity
regulation bill, and power development plan)

o policies regarding the financing of the energy transition (such as carbon tax, green
taxonomy, feed-in-tariff schemes, Islamic bonds (Green Sukuk), green bonds, green
credit policies, tax incentives),

O industry-related policies (such as national industry development master plans,
economic master plans, national industrialisation programmes, and foreign direct
investment policy)

Cross-ministerial coordination body to ensure coherence between public entities overseeing
the legal, financial, policy-making and regulatory aspects of renewables development, coal
phase-out, and fiscal allocation

Recognition of and participation from marginalised and disenfranchised communities, such
as women, Indigenous communities, ethnic and religious minorities

CLIMATEWORKS CENTRE
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BENCHMARK

WHAT SUCCESS LOOKS LIKE

Socio-economic

Regional economic diversification and job creation in coal-dependent regions (East
Kalimantan, South Kalimantan, Central Kalimantan, South Sumatra in Indonesia and Quang
Ninh, Thai Nguyen, Quang Nam and Hai Phong in Vietnam)

Implement robust, fit-for-purpose, and participatory environmental impact assessment
processes

Access for workforce traditionally employed in the coal industry, to compensation
mechanisms

Effective programmes for reskilling and up-skilling the labour force

TABLE 4: SYSTEMIC BARRIERS FOR SUCCESSFUL DELIVERY OF JETPS

BENCHMARK PLACE-SPECIFIC CONTINGENCIES
. +  Early retirement of the relatively young coal fleet and contractual lock-in considering the
Systemic long-term PPAs
+  Network capacity and its reliance on baseload
+  Institutional challenges to harmonise timelines for differentiated coal retirement and
renewable financing mechanisms
+  Costs of currency and liquidity risk premiums in economies with less mature capital markets
where PPAs and debt are issued
+  High capital costs attached to low-carbon projects in emerging economies
Financing +  Misalignment between disclosure standards and international investor requirements
+ Insufficient project sizes and unclear project pipelines for international private investors
+  Over-reliance on fiscal support and sovereign debt where domestic corporate debt and
equity-raising capacity is limited
+  Existing public-private financial vehicles (e.g. blended finance) remain unproven at scale in
LDC and low- and middle-income country contexts
+  Nascent coal retirement financing approaches largely untested at current JETP sites
+  The strong influence of SOEs and private sector interests in coal mining and generation
+  Subsidies to ensure business-as-usual operations of extractive industries and hard-to-abate
sectors
Governance +  Government income tax and revenue impacts of CFPP retirement on fiscal capacity
+  Gaps in decision-making processes between ministries responsible for a holistic, inclusive
and just decarbonisation
+  Disconnect between central and local government in policy-making and implementation
+  Limited freedom of information and expression
+  Public debt and fiscal capacity
+  Limited social protection measures
Soci . +  Geographical redistribution of employment and livelihood opportunities depending on
ocio-economic generation and infrastructure site selection
+  Lower levels of GDP per capita
+  High risk for climate-related disasters with limited public spending
+  Under-developed Technical and Vocational Training and Education (TVET)
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Conclusion

Just Energy Transition Partnerships offer multiple and significant benefits.

They can potentially accelerate the energy transition in Indonesia and Vietnam while incorporating
favourable social outcomes for impacted constituencies. Even though JETPs are not binding
international agreements and do not give rise to rights and obligations under international law, they
represent a financially sizable step towards accelerating the low-carbon transition efforts of ASEAN’s
significant economies while addressing socio-economic impacts, strengthening governance and
catalysing finance.

JETPs bring game-changing opportunities.

JETPs can assist Indonesia and Vietham to enhance their energy transition potential, by ensuring the
benefits and burdens are distributed fairly. JETP is an innovative tool to enhance energy security,
accessibility, affordability, and sustainability in Indonesia and Vietnam through facilitating sector
development, market building, and a regular flow of private investment. Moreover, the critical element
in decarbonisation efforts — centring equity and justice for key transition stakeholders — offers the
potential to avoid exacerbating existing injustices embedded in a coal-reliant socio-technical regime.

An accelerated, equitable transition is achievable.

The success of JETPs is contingent on how they deliver on the systemic, financing, governance and
socio-economic benchmarks we propose in this policy brief. Vitally, we already have momentum - The
Indonesian and Vietnamese governments’ political will to NZE, coupled with fast-track finance from
industrialised countries, can potentially accelerate the energy transition and deliver positive socio-
economic outcomes. The key question is how to build on this momentum and integrate the proposed
benchmarks into concrete policy and implementation plans. This requires a multi-stakeholder
approach and a strong commitment to transparency and accountability throughout planning and
implementation processes.

This will not be plain sailing.

Various barriers have the potential to slow down or block progress for JETP implementation. These
include systemic challenges (such as network capacity), financing challenges (such as over-reliance
on sovereign debt and limited equity raising capacity), governance challenges (such as strong
influence of incumbent industries) and socio-economic challenges (such as limited fiscal capacity and
social protection measures). The JETP Investment and Policy Plan and Resource Mobilisation Plan
can enhance the enabling environment needed to deliver progress on the building blocks of a just
transition offered in this policy brief, addressing the bottlenecks regarding systemic, financing,
governance and socio-economic aspects.
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