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This G20 coal brief is part of Climate Transparency’s activities to enhance ambitious climate action
in G20 countries. The partnership convenes 14 climate research organisations and NGOs from the
majority of G20 countries. Its Brown to Green Report is the world's most comprehensive annual
review of G20 climate action (mitigation, vulnerability, finance). A series of papers on coal phase-
out in India, Indonesia and South Africa is available on Climate Transparency’s website:
www.climate-transparency.org
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EXECUTIVE SUMMARY

According to the Intergovernmental Panel on Climate Change’s
(IPCC’s) Special Report Global Warming of 1.5°C, a near-total
reduction in the use of coal and other fossil fuels for electricity
generation by 2050is necessary if the temperature goal of the Paris
Agreement is to be reached, with reductions of approximately
two-thirds by 2030. The G20 countries are the biggest users and
exporters of coal. Therefore, it is of particularimportance that they
embark on a process of phasing out coal.

Role of coal in G20 countries

- About 30% of the primary energy supply of the G20
countries is derived from coal. In many G20 countries
coal is the largest contributor to greenhouse gas emissions.
Within the G20, South Africa (68%), China (64%), India
(44%) and Australia (33%) have the highest coal share in
domestic primary energy supply. It is even higher in their
electricity mix.

- Absolute energy supply from coal in the G20 as a whole
has been more orless constant between2012and 2017,
with only a negligible decrease of 0.9%. \While the share
of renewables in the G20 energy mix increased, economic
development and rising energy demand have driven up coal
use simultaneously in nine G20 countries, particularly in Asia.
In the United Kingdom, Italy, the European Union, France, the
United States and Canada absolute coal supply decreased
rapidly between 2012 and 2017. Reasons for this decrease
vary from country to country: air quality and climate policies,
coal phase-out commitments, carbon pricing, reduced costs
of renewables and abundant supply of natural gas have
played a role.

- Declining global coal demand will hit the largest G20
coal exporters the hardest - i.e. Australia (37% of
global coal exports in 2017), Indonesia (16%), Russia
(12%), the United States (9%) and South Africa (5%).
Export revenues and related taxes are often used to subsidise
domestic coal power prices, establish infrastructure in coal
regions and employ workers. Coal exporters thus need to
anticipate the transition and plan to manage it.

< Most G20 countries are currently constructing
additional coal plants and/or are planning to do so,
thus running the risk of stranded assets. The biggest
additions in new coal capacity are planned (or are already
under construction) in China (199 GW), India (94 GW), Turkey
(37 GW) and Indonesia (27 GW). Turkey is to roughly triple its
existing coal capacity and Indonesia to is to double it.

- G20 governments continue to provide at least US$39
billion of government support per year for the
production of coal, including coal-fired power. This is
through fiscal support measures (tax breaks and budgetary
support), public finance and investment by state-owned
mining and utility companies. This is an underestimate as it
is not possible to capture or quantify many measures and
projects. The largest overseas financiers of coal are China,
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Japan and South Korea. China's public finance institutions
have financed at least 27 GW of coal plants overseas (and in
future will finance 24 GW), Japan’'s 20 GW (future finance: 4
GW) and South Korea's 10 GW (future finance: 3 GW).

G20 actions to phase out coal

- Canada, France, Italy and the United Kingdom lead the

G20 with Paris-compatible plans for phasing out coal
before or by 2030. In Germany, the Commission on Growth,
Structural Change and Employment recommended phasing
out coal by 2038 — a crucial achievement, but not aligned with
the Paris Agreement. The G20 countries with the highest use
of coal, highest coal exports or highest planned coal capacity
are lacking any action to reduce coal production and use
(Australia, Indonesia, Japan, South Korea, Turkey) and/or a
long-term vision to phase out coal (India, China and South
Africa).

In advancing renewable energies, several of the G20's
big coal consumers or exporters - Australia, China,
Indonesia, South Africa and Turkey - are rated low
according to a rating of Climate Transparency’s Brown
to Green Report 2018 based on the Allianz Climate &
Energy Monitor. The combined scoring looks at the level
of ambition of renewable energy targets against a pathway
towards full decarbonisation in 2050 and at whether there is
an adequate policy environment, including support policies
and factors ensuring that projects are realised. Germany and
India are the only G20 countries heavily reliant on coal that
receive a high rating.

In various G20 countries, the debate on just transition
has begun to involve workers, trade unions, operators
and the regions affected. There are national or regional
governmental initiatives to learn from in Australia, Canada,
China, the European Union, France, Germany, Indonesia, South
Africa and the United States.

The commitments of public finance institutions in G20
countries to end or restrict public spending for coal
can be tracked via three categories: 1) Germany and the
United Kingdom (and formerly the United States) are the only
two G20 countries that announced that they would restrict
coal financing in their role as shareholders of multilateral
development banks (over and above the 2013 commitments
of the World Bank Group, European Investment Bank and
European Bank for Reconstruction and Development to
restrict coal-fired power finance); 2) national development
agencies and banks in Brazil, France, Germany, the United
States and the United Kingdom are divesting from coal; 3)
export credit agencies in all G20 OECD countries, except for
Mexico, follow the OECD restrictions on financing for coal-
fired power plants — Canada’s, France’s and the United States’
export credit agency have in addition developed their own
export policies.
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1. INTRODUCTION

Coal-fired electricity generation accounted for 30% of global
carbon dioxide (CO) emissions in 2018. In fact, coal-fired power
plants were the single largest contributor to the growth in
emissions in that year." Several G20 countries rely heavily on coal.

At the same time, a shift away from coal is attractive for countries
for several reasons: it combats climate change, increases health
benefits, reduces costs of electricity production through low
input prices for renewable energies, reduces risks of stranded
assets, offers energy independence and fiscal benefits, and
provides energy access through alternatives such as off-grid
renewables. While these and other factors have already triggered
action in some G20 countries to reduce coal use, and will
continue to do so, the ongoing transition is not happening fast
enough to safeguard the climate. Reaching the Paris Agreement
goals requires additional policy measures in G20 countries with
high coal use and/or export.

[tis in governments'interests to proactively shape this transition.
This would allow them to maintain energy security and to provide
alternatives for affected workers and regions.

Six incentives to phase out coal:

- Climate change: Reaching the Paris Agreement goals
of limiting global warming to well below 2°C with efforts
to keep it to 1.5°C requires a rapid coal phase-out in G20
countries. According to the IPCC's Special Report Global
Warming of 1.5°C, a near-total reduction in the use of coal
and other fossil fuels for electricity generation by 2050 is
necessary to limit global warming to 1.5°C, with reductions
of approximately two-thirds by 2030.?

- Health benefits: Coal is a major — and is often the leading
— contributor to air pollution. Although global and G20-level
data is limited, estimates have found that coal burning is
responsible for more than 800,000 premature deaths per
year globally and many millions of cases of serious and minor
illness.2 This also has economic implications, e.g. increased
healthcare costs and a higher number of lost working days.*

- Costs: Renewable energy has rapidly emerged as the
lowest cost option of new power generation (without even
taking into account the external costs of coal) in almost

- Introduction

This brief assesses the role of coal in G20 countries and reviews
existing actions.

Section 2 compares the role that coal plays in G20 countries.
It analyses the share of coal in primary energy supply and
electricity generation, coal imports/exports, planned coal
capacities and coal subsidies and financing overseas.

Section 3 compares the policies that G20 countries
have in place to phase out coal including: 1) a rating on
actions to reduce coal use or plans to phase out coal; 2) a
rating on advancing renewable energies; 3) an overview of
approaches for a socially and economically just transition; and
4) an overview of government commitments to end public
spending on coal.

all countries around the world, rendering coal increasingly
unattractive economically. By 2025, electricity generation
from new renewable energy infrastructure will be cheaper
than from new coal infrastructure.® Regarding the flexibility
of electricity systems, batteries are increasingly cost-effective
(with a 79% decrease in costs since 2010) and are starting to
compete with fossil fuel alternatives.®

- Stranded assets risk: Economic shifts and policy changes
may turn coal-fired power plants into stranded assets — i.e.
non-performing assets that rapidly lose value or become
liabilities. This process has already started in some G20
countries.

- Energyindependence and fiscal benefits: Reducing coal
imports fosters energy independence, improves balance of
payments and can reduce geopolitical tensions.

- Energy access: Off-grid renewables allow increased energy
access in developing and emerging markets.

i Including the costs of air and water pollution, ecosystem degradation, damage to infrastructure, human injuries and loss of life etc.
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2. ROLE OF COAL IN G20 COUNTRIES

i. South Africa, China, India and Australia have
the highest share of coal in their energy supply;
the United Kingdom, Italy, France, the European
Union, the United States and Canada show a strong
decrease in energy supply from coal

About 30% of the primary energy supply of the G20 countries
is derived from coal. In 2017, South Africa (68%), China (64%),
India (44%) and Australia (32%) had the highest share of coal in
the energy mix, above the G20 average.” The share is even higher
in terms of their electricity generation: in South Africa, 89% of
electricity is generated from coal, in India 74%, in China 68% and
in Australia 62%. Decarbonising the power sector is especially
important as there is an increasing use of electricity in lighting,
cooling, transport and production.

In absolute terms, China has the biggest energy supply from
coal. The country accounts for nearly half of the world’s coal
consumption and developments in the coal sector in China have
the potential to influence coal, gas and electricity prices around
the world®

Absolute energy supply from coal in the G20 as a whole has
been more or less constant between 2012 and 2017, with
only a negligible decrease of 0.9%. In nine G20 countries,
the absolute energy supply from coal increased between 2012
and 2017, mostly mirroring rising economic development in
these countries and an overall increase in energy consumption:
Indonesia (+61%), India (+26%), Turkey (+28%), Brazil (+8%),
Mexico (+7%), South Korea (+6%), Japan (+6%), Argentina (+3%)
and Russia (+3%).

Eleven G20 members including the European Union (EU)
reduced absolute energy supply from coal. The highest
reductions between 2012 and 2017 are observed in the United
Kingdom (-76%), Italy (-41%), France (-23%), the EU (-22%), the
United States (-18%) and Canada (-13%). This partly reflects
a declining local energy demand, but also more stringent
regulation and market mechanisms in places where coal is no
longer competitive.

= Pollution laws, carbon taxes and a commitment in 2015
to phase out coal by 2025 led to the closure of ageing coal
plants in the United Kingdom, with three major plants shut
down in 2016 alone. Energy efficiency reduced demand and
the gap left by the coal plants is now met by nuclear, gas and
renewables. The government incentivised the growth of wind,
solar and biomass, which now generate a quarter of the United
Kingdom'’s power.? In 2017, the United Kingdom, together with
the Canadian government, established the Powering Past Coal
Alliance (PPCA) - a global alliance of national and sub-national
governments, businesses and organisations working together
to end unabated coal use and financing for it.

- Role of coal in G20 countries

= Italy has always had a comparatively low level of coal in its
energy supply (current installed capacity: 9 GW) and has never
been a major producer of coal. It mostly relies on imports. Coal
imports, however, decreased between 2005 and 2016 due to
energy efficiency measures, the expansion of renewables and
the 2008 economic and financial crisis, which heavily affected
electricity demand and steel production. Italy was struggling
with a dramatic overcapacity of electricity generation, putting
pressure on electricity prices and the profitability of fossil
fuel power stations. In 2015, the energy market leader ENEL
announced its intention to become carbon neutral by 2050
and to accelerate investments in renewable energy. In 2017,
the Italian governmentannounced a coal phase-out by 2025.1°

- In France, EU legislation on air pollution regulations led to the
closure of seven coal-fired units in 2015 totalling 1,758 MW of
capacity. The country invested early in nuclear power."

- In the United States, despite the support from the federal
government, the coal industry is declining in the face of lower-
cost and abundant natural gas and renewable energy, as well
as regulations designed to reduce emissions and protect
public health (e.g. requirements to install pollution controls).
This has led several coal companies to declare bankruptcy,
including four industry giants between 2015 and 2018."

- In Canada, a planned phase-out of coal-fired power plants,
particularly in the state of Ontario, has led to decreasing coal
consumption. Ontario committed in 2003 to phase out coal by
2014. Civil society campaigns on the negative health impacts
of coal made it a key issue in the 2003 provincial elections.
The new government absorbed the cost of the phase-out and
combined it with an overall reform of the electricity sector
and with promoting renewable energy. In 2018, the federal
government of Canada amended its regulations to accelerate
a coal phase-out by 2030 for the whole country. This followed
the Canadian government’s leadership in establishing the
Powering Past Coal Alliance in November 2017, together with
the UK government.

MANAGING THE PHASE-OUT OF COAL A COMPARISON OF ACTIONS IN G20 COUNTRIES
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- Role of coal in G20 countries

Share of coal in total primary energy supply (2017)
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Share of coal in electricity generation (2017)
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ii. Declining global coal demand will hit the largest
G20 coal exporters hardest - Australia, Indonesia,
Russia, the United States and South Africa

In 2017, the G20 countries accounted for 85% of global coal
exports and 72% of global coal imports. The biggest coal
exporters in the G20 were Australia (37% of global coal exports),
Indonesia (16%), Russia (12%), the United States (9%) and
South Africa (5%). They supply, among others, the biggest coal
importers in the G20 - Japan which accounts for 18% of global
coal imports, China (14%), India (12%) and South Korea (12%)."
Russia’'s main coal market continues to be Europe but might
soon be surpassed by the Asian economies.™

However, these major exporters face a declining global coal
demand. The International Energy Agency (IEA) World Energy
Outlook stated in 2018 that global coal use peaked in 2014. It
is likely to remain stable until 2023' and the IEA forecasts that
it will start declining afterwards.''” Indeed, there are signs of
reduced demand from the G20 biggest coal importers. Coal
demand in China is forecasted to decline from the early 2020s,
as result of saturated heavy industry growth, the country’s clean
air measures and commitment to investments in renewables.’
The IEA also forecasted that India’s thermal coal import" will

- Role of coal in G20 countries

decrease, as the government of India released several policies
to reduce the dependence on imports.'”” Both China and India,
despite still having large planned coal pipelines, have both
seen a reduction in coal fleet load factors™ in recent years. At
the beginning of 2019, Japanese banks and trading houses
were backing away from plans to build power plants and were
divesting from Australian mines (Japan is Australia’s largest
export customer). Meanwhile major Japanese investors are
seeking to back large-scale renewables projects across Asia.?
If countries are continuously increasing the ambition of their
nationally determined contributions (NDCs) under the Paris
Agreement, coal demand will fall even faster.”’

Decreasing demand and the likely decreasing trade will affect
exporting economies. Export revenues and related taxes -
often used currently to subsidise domestic coal power prices,
establish infrastructure in coal regions and employ workers —
will fall. Coal exporters thus need to anticipate and manage the
transition away from coal.

Coal imports and exports as percentage of world total (2017)
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i Also known as steam coal which is burnt to generate electricity via steam

Source: WTEx, 2019

i If the load factor is 100%, a coal plant operates at its maximum capacity for every hour of the year. Due to routine maintenance, fuel availability problems and variations

in demand, actual load factors are lower than 100%.
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iii. China, India, Turkey and Indonesia have highest
planned coal capacities

Most G20 countries are currently building more coal power plants
or are planning to do so. The exceptions are: Canada, France, the
United Kingdom and Italy, which have all decided to abandon
coal before 2030; Australia and the United States, where coal is
not competitive in their markets; and Saudi Arabia, which has
not used coal and is also not planning to build any coal plants.
According to the Global Coal Plant Tracker, Mexico also belongs
to this group of countries. However, its National Electricity Plan
2018-2032 includes 129 MW of additional capacity planned until
2020,% despite the fact that Mexico joined the Powering Past
Coal Alliance at COP23. Mexico's newly elected president also
announced the purchase of 400,000 tons of coal from producers
in the Carbonifera Carboniferous Region in early 2019.23

The biggest additions in coal capacity are planned (including
announced, pre-permitted and permitted capacities) or are already
under construction in China (199 GW), India (94 GW), Turkey (37
GW) and Indonesia (27 GW). Turkey is due to roughly triple its
existing coal capacity and Indonesia to double its capacity.*

Due to the long lifetime of coal plants, decisions taken today will
lock countries into a high-carbon energy pathway. It is critical that

Capacities of coal plants (January 2019)

Capacities (GW) of coal plants, January 2019
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- Role of coal in G20 countries

the G20 countries instead align their infrastructure planning and
their long-term strategies with 1.5°C pathways.

Many of the plants have been planned based on old regulations
and outdated energy demand projections. This creates a risk of
stranded assets," especially if countries tighten climate policies.
For example, in India, 40 GW of coal-fired power capacity that has
been commissioned or is under construction is already “stressed”
with potential systemic financial risks for the government and the
financial system.?> Similarly, China is struggling with overcapacity
in electricity generation and low utilisation rates of coal-fired
plants. If China implements its national climate targets (NDCs),
there could be stranded assets of US$90.4 billion from coal
power plants by 2030.% Finally, particularly in exporting countries,
continued investment in export-related infrastructure risks
creating costly stranded assets, for example Australia’s Carmichael
mine, or plans in South Africa to expand rail capacity for exports.

In the best-case scenario, some plants may never be built if
governments tighten regulation and revise energy demand
projections. Indeed, the pipeline of new projects globally has
fallen substantially in recent years. India's pipeline has fallen
the most, with 490 GW of planned coal capacity having been
cancelled between 2010 and 2018 (while currently around 94 GW
is planned or under construction).
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iv. The loss of value, revenue or return on investment in coal production assets.

Source: CoalSwarm, Global Coal Plant Tracker, 2019

v Stressed assets result from overdue principal/interest payments (whether in part or whole) of between 1 and 90 days (Reserve Bank of India, 2018).
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iv.G20 governments continue to provide at least
US$39 billion of government support per year for
the production of coal, including coal-fired power

G20 governments subsidise the production of coal and coal-
fired power through fiscal support measures (via governments’
budgetary contributions and tax breaks), public finance and
investments of state-owned enterprises, to the value of at
least USS$39 billion per year (2013/14 average)."” However, it is
important to note that this is an underestimate, due to the lack of
transparency. Many support measures are unable to be identified
or even when they are identified, the resulting support cannot be
quantified. Similarly, there is limited transparency around public
finance institutions’ projects and investments by SOEs.

The fiscal support measures captured include tax breaks for coal
mining (including for use of equipment and resources), tax breaks
for use of coal-fired power in industry and budgetary support for
coal-fired power production including for capacity mechanisms"
and research and development (R&D) in coal-fired power
production. Measures also include support for the transition away
from coal mining, such as for the rehabilitation of mining sites or
support of workers and communities.

- Role of coal in G20 countries

In addition to subsidies through fiscal support measures,
G20 countries also support coal mining and coal-fired power
projects, both at home and abroad, through their public finance
institutions. Some of these institutions continue to finance coal
abroad, in spite of pledges to end coal domestically.

The biggest former (up to 2018) and future G20 overseas financiers
are China, Japan and South Korea" China's public finance
institutions have financed 27 GW of coal plants overseas (and in
future will finance 24 GW), Japan’s have financed 20 GW (future
finance: 3 GW) and South Korea's 10 GW (future finance: 4 GW).#

Finally, numerous G20 countries have majority state-owned coal
mining and utility companies. Even though many of these are
run commercially, where these companies invest will inevitably
influence the future and direction of policy on coal in their
countries (and vice versa). Therefore, it is crucial to the phase-
out of coal to challenge the activities of these companies, and
the role they could play in a just transition.

Financing the capacity of coal-fired power plants overseas

Financing coal plants’ capacity (GW) overseas, 2018
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Source: Global Coal Finance Tracker, 2018

This data will be updated in Overseas Development Institute (ODI) et al. (forthcoming), ‘G20 government subsidies to coal'to be published in June 2019.

Capacity mechanism: A mechanism that rewards market participants for available capacity, on top of revenues generated by selling electricity in the wholesale

market. These payments are meant to ensure security of supply by incentivising sufficient investment in new capacity or preventing the retirement of existing
capacity. But in their current design, many of these risk undermining parallel energy and climate objectives by locking in dependence on high-carbon power

generation assets (van der Burg and Whitley, 2016).

viii The data includes only foreign flows of financing for coal that come from public finance institutions such as export credit agencies and development banks.
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- Role of coal in G20 countries

Summary: Role of coal in main G20 coal users and exporters

m Coal capacity installed: 24 GW; coal capacity planned and under construction: 0 GW

m 4% largest coal share in energy supply, above G20 average, with decreasing trend in absolute

energy supply from coal (-11%, 2012-2017)

Biggest global coal exporter (37% of global coal exports)

m Coal capacity installed: 973 GW; coal capacity planned and under construction: 199 GW

m 2" largest coal share in energy supply, above G20 average, with decreasing trend in absolute

energy supply from coal (-19%, 2012-2017)

m 2" biggest coal importer in G20 (14% of global coal imports)

m Biggest international funder: China’s public finance institutions have financed at least 27 GW of

coal plants overseas, and may finance at least 24 GW in the future

[ Germany

m Coal capacity installed: 47 GW; coal capacity planned and under construction: 3 GW

m Share of coal in electricity generation (39%), slightly below G20 average, with a decreasing trend in

absolute numbers (-12%, 2012-2017)

Biggest producer of lignite coal and biggest importer of hard coal in EU (5% of global coal imports)

- .
©_ India

m Coal capacity installed: 221 GW; coal capacity planned and under construction: 94 GW

m 2" largest coal share in electricity generation (74%), above G20 average, with increasing trend in

absolute electricity supply from coal (+44%, 2012-2017), although the share has decreased due to
expansion of renewable energies

3 biggest coal importer in G20 (12% of global coal imports)

M |donesia

m Coal capacity installed: 29 GW; coal capacity planned and under construction: 27 GW

m 5hlargest share of coal in electricity generation, above G20 average, with strong increase of 45% of

total electricity supply from coal (2012-2017)

2" biggest global coal exporter (16% of global coal exports)

@® Japan

m Coal capacity installed: 46 GW; coal capacity planned and under construction: 15 GW

m 6" largest share of coal in energy supply, below G20 average, but with increasing trend in absolute

numbers (+6%, 2012-2017)

m Biggest global coal importer (18% of global coal imports)

m 2" biggest international funder: Japan’s public financial institutions have financed at least 20 GW

of coal plants overseas, and may finance at least 3 GW in the future

L Russia

m Coal capacity installed: 48 GW; coal capacity planned and under construction: 5 GW

m Share of coal in energy supply and electricity generation below G20 average, slight increase in

absolute energy supply from coal (+3%, 2012-2017) and increase in electricity generation (2%,
2012-2017)

319 biggest coal exporter in G20 (12% of global coal exports)

N .
>>l- South Africa

m Coal capacity installed: 42 GW; coal capacity planned and under construction: 14 GW

m Largest share of coal in both energy supply and electricity generation (89%) in the G20, although

with slightly decreasing trend (-6%, 2012-2017)
5" biggest coal exporter in the G20 (5% of global coal exports)
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- Role of coal in G20 countries

{®; South Korea

m Coal capacity installed: 37 GW; coal capacity planned and under construction: 8 GW

m 6" largest share of coal in electricity generation (46%), above G20 average, with increasing trend

(+10%, 2012-2017)

319 biggest international funder: South Korea’s public finance institutions have financed at least 10
GW of coal plants overseas, and may finance at least 4 GW more in the future

@ Turkey

Coal capacity installed: 19 GW; coal capacity planned and under construction: 37 GW (highest
increase: Turkey triples its capacity)

5% largest share of coal in energy supply (30%), slightly below G20 average, but with increasing
trend in absolute numbers (+28%, 2012-2017)

Coal importer (3% of global coal imports)

A
04

= United
Kingdom

A
v,

m Coal capacity installed: 12 GW; coal capacity planned and under construction: 0 GW

m First country to mainly use fossil fuels, large decline in absolute energy supply from coal (-76%,

2012-2017) due to pollution laws, carbon taxes and a commitment to phase out coal by 2025

Neither a significant coal exporter nor importer

% United States

m Coal capacity installed: 259 GW; coal capacity planned and under construction: 0 GW

m large decline in absolute energy supply from coal (-18%, 2012-2017) due to lower-cost and

abundant natural gas and renewable energy as well as regulations designed to reduce emissions
and protect public health

4" biggest coal exporter in G20 (9% of global coal exports)
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3. POLICIES: CANADA, FRANCE, ITALY AND THE UNITED KINGDOM LEAD THE
G20 COAL PHASE-OUT PLANS. BIGGEST COAL USERS AND EXPORTERS LACK
SUFFICIENT ACTION.

This section compares G20 climate action to phase out coal. It
draws on the policy ratings from the Brown to Green Report on:
1) decisions to reduce coal use or plans to phase out coal; and 2)
advancing renewable energies. It looks further at 3) approaches
for a socially and economically just transition and 4) governments’
commitments to end public spending for coal (for 15 categories
see detailed information per country in table on page 15).

are lacking either any action to reduce coal (Australia, Indonesia,
Japan, South Korea, Turkey) and/or a long-term vision to phase
out coal (India, China and South Africa).*

ii. Advancing renewable energies

The speed of the transition away from coal to a low-carbon,
environmentally friendly alternative in the power sector depends
on the speed, costs and scale for advancing renewable energies.
According to the rating of the Brown to Green Report 2018, based
on the Allianz Climate & Energy Monitor®!, governments can do
the following to promote renewable energies:

i. Decision to reduce or phase out coal use

A government’s decision to phase out coal sends strong signals
to investors and thus prevents the lock-in of fossil fuel-based
infrastructure. According to the IPCC Special Report, a near-total
reduction in the use of coal and other fossil fuels for electricity
generation by 2050 is necessary to limit global warming to
1.5°C, with reductions of approximately two-thirds by 2030.
The Powering Past Coal Alliance recognises that the EU and
OECD countries must phase out unabated coal-fired electricity
generation no later than 2030, with the rest of the world no later
than 2050.”

1) Define ambitious renewable energy targets: In order to
provide planning stability for investors, countries require long-
term renewable energy targets compatible with the Paris
Agreement goals. The Allianz Monitor 2018 rates countries’
existing renewable energy generation targets against a path
towards full decarbonisation by 2050 (Allianz Monitor 2018,
Category 1.2) In order to achieve a large-scale decarbonisation
by 2050 to limit global warming below 1.5°C, countries need
to become 100% renewable — low-carbon alternatives such
as nuclear, hydro and carbon capture and storage (CCS) have
negative social and environmental impacts.

Canada, France, Italy and the United Kingdom lead the G20 with
Paris-compatible plans for phasing out coal for power by or even
before 2030. Germany is currently discussing phasing out coal by
2038, which would be a crucial achievement, but is not aligned
with a 1.5°C pathway. The G20 countries with the highest use of
coal, highest coal exports or most coal capacity in the pipeline

2) Support renewable energy targets through effective
policy environments: To advance renewable energies
and create enabling conditions for investors, an adequate

G20 RATING: COAL PHASE-OUT

Low

Medium

High

Frontrunner

COAL
PHASE-OUT

No consideration or
policy in place for
phasing out coal

Significant action

to reduce coal use
implemented or coal
phase-out under
consideration

Coal phase-out
decided and under
implementation

Coal phase-out date
compatible with 1.5°C

B8 Australia =3 Brazil I+l Canada

[— Indonesia [- China [l B France

[ Japan I European EE taly

[ Mexi‘co Union (28) [EE United

== Russia == Germany Kingdom
“ l »  South Korea i; India

{; UGG l)E South Africa

United States

Source: update of Climate Transparency, 2018
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policy environment is required. The Allianz Monitor 2018
rates countries based on: a) their level of direct support
policies and financial incentives to promote renewable
energy deployment, for example, feed-in tariffs, auctions
and renewable energy portfolio standards; as well as b) the
factors ensuring renewable energy projects are realised,
such as mid-term certainty of policy signals, streamlined
administrative procedures for permitting, factors ensuring
renewable energy plants are set up on time (e.g. pre-
defined realization period, pre-qualification requirements
and effective penalties if timelines are not met) and factors
ensuring that electricity produced is used (e.g. presence of
priority dispatch for renewables and compensation in case
of curtailment) (Allianz Monitor 2018, Category 2).

Several of the G20's big coal consumers or exporters — Australia,
China, Indonesia, South Africa and Turkey — are rated only low
or medium in terms of advancing renewable energies. They lack
ambitious renewable energy targets and an adequate policy
environment. Germany and India are the only G20 countries that
rely heavily on coal whose renewable energy targets are rated
ambitious and policy environments adequate. However, both
still face challenges to integrate renewables into their power
systems and need to extend the grid and increase storage
capacities. No G20 country is aiming for 100% renewables in the
power sector by 2050.

620 RATING: ADVANCING RENEWABLE ENERGIES

- Policies

iii. Developing just transition approaches

Often, a coal phase-out requires broad political and societal
support. It is important that it is considered just for those
potentially adversely affected by it workers, communities,
enterprises, and lower-income households. What is therefore
needed is ajust transition of the workforce through compensation
and retraining for those people who lose their jobs, and national
policies to support the development of green and decent jobs.*?
Moreover, phasing out subsidies to coal and coal-fired power and
establishing carbon pricing can lead to higher energy prices. To
prevent social repercussions, subsidy reforms and carbon pricing
can be complemented by compensation for lower-income
households. Revenues generated from carbon pricing and from
phasing out fossil fuel subsidies can support public goods such as
energy access, health, education and sustainable infrastructure.®

In various G20 countries, the debate on just transition has
started with the engagement of trade unions and the regions
affected. There are national or regional government initiatives to
learn from in Australia, Canada, China, the EU, France, Germany,
Indonesia, South Africa and the United States. For example,
Germany’s multi-stakeholder Commission on Growth, Structural
Change and Employment recommended in January 2019 that
€40 billion be provided to coal-intensive states until 2038, to
compensate and retrain coal workers and reduce the financial
burden on electricity consumers, industry and utility companies.
Similarly, Canada’s Just Transition Task Force published its report
in March 2019 with recommendations for a just transition plan
for coal workers and communities.

Low Medium

Frontrunner

High (1.5°C compatible)

Ambition of targets
and adequacy of policy
environment (Allianz
Monitor 2018, Category
1.2and 2)

Ambition of targets

RENEWABLE
ENERGY

environment (Allianz

1.2and 2)

Score: average 0-25 Score: average 26-60

and adequacy of policy

Monitor 2018, Category

Ambition of targets
and adequacy of policy
environment (Allianz
Monitor 2018, Category
1.2and 2)

Ambition of targets
and adequacy of policy
environment (Allianz
Monitor 2018, Category
1.2 and 2)

Score: 61-100
plus 100% renewables
in the power sector by
2050 in place

Score: average 61-100

Argentina
Brazil
France

Germany

B8 Australia® [ China
I+l Canada EE taly
, \ [== Indonesia [ e Japan
== saudi Arabia BB Mexico
-- Et= Upited == Russia*
‘ Ringcci B=  south Africa
= United States [EI Turkey

*These countries are among others rated low because they do not have a renewable energy target beyond 2020.

Source: Climate Transparency, 2018; based on Allianz Monitor, 2018

India

T
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iv. Committing to restrict public spending for coal

Phasing out coal also requires public finance institutions in G20
countries to end finance for coal mining and coal-fired power.
A shift from fossil fuel-based to low-carbon, climate-resilient
spending by these institutions is also an important signal for
private financiers to align their investments.

An encouraging development in recent years has been the
commitments from some multilateral development banks and
nationally owned development banks to mainstream climate
considerations into their operations and lending decisions.**
Pressure from civil society organisations, including the Big Shift
campaign which targets public finance institutions and builds
on wider campaigns such as End Coal which aims to end coal in
Europe, has played a big role in this development.®

The commitments of public finance institutions in G20 countries
to end or restrict public spending for coal can be tracked
through three categories:®*

1. Multilateral development banks (MDBs): MDBs have a
development mandate and are backed by large sums of
public money from member governments. This allows them
to provide finance to governments and the private sector at
lower interest rates and better terms than commercial lenders.

Germany and the United Kingdom (and formerly the United
States) are the only two G20 countries that announced
restrictions on coal financing in their role as shareholders of
MDBs (over and above the 2013 commitments of the World
Bank Group, European Investment Bank and European Bank
for Reconstruction and Development to restrict coal-fired
power finance).”’

2. National development agencies (NDAs) and development
banks (NDBs): These development finance institutions (DFIs)
have development in their mandate, often providing support
to the private sector to encourage investment. They can
finance coal domestically and abroad.

In 2013, the United States developed a policy to end public
financing by DFls for new coal-fired power plants overseas,
except in rare circumstances; the United Kingdom and
some non-G20 European countries joined in this. Germany’s
Development Bank (KfW), the Brazilian Development Bank
(BNDES) and France's Development Agency (AFD) have
guidelines restricting coal finance with the most ambitious
being the AFD which aligned its entire lending with the Paris
Agreement in 20173

ix Very efficient technologies

MANAGING THE PHASE-OUT OF COAL A COMPARISON OF ACTIONS IN G20 COUNTRIES
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3. National/domestic export credit agencies (ECAs): ECAs,
usually an official or quasi-official branch of government,
provide government-backed loans, credits and guarantees
for the international operations of corporations from their
home country. They back public finance for risky projects,
including coal mines and power plants.

In a policy in 2015 covering 35 export credit agencies in
OECD countries, the OECD determined categories of coal
plants ineligible for export credits. As of January 2019, these
guidelines were extended to allow only financing for large
coal-fired power plants with “ultra-supercritical technology”
or with an emissions intensity of below 750g of carbon
dioxide per kilowatt hour (CO,/kWh), which excludes for
example every operating coal-fired power plant in Australia
and India. The G20 OECD countries whose export credit
agencies are currently participants in this arrangement are
Australia, Canada, certain European Union countries (France,
Germany, Italy and the United Kingdom), Japan, Korea,
Turkey and the United States. Mexico is the only G20 OECD
country that is not involved.*

ECAs in Canada, France and the United States have their
own export policies that go beyond the OECD regulations.
For example, Export Development Canada stated in its new
climate change policy: “No new financing for coal-fired power
plants, thermal coal mines or dedicated thermal coal-related
infrastructure — regardless of geographic location”*

Despite these restrictions the highest levels of ECA coal
financing comes from Japan, China, South Korea, Germany,
France and India.
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