RECOMMENDATIONS
FOR THE CDM REFORM:
END CLIMATE FINANCE FOR COAL POWER




EXECUTIVE SUMMARY

The Clean Development Mechanism (CDM) was designed
to bring clean and sustainable development to poor coun-
tries while enabling rich countries to achieve their emis-
sions reductions cost effectively.

Yet, the CDM allows new coal plants to earn tradable emis-
sions credits for claimed improvements in power plant ef-
ficiency. This is unacceptable because:

« New coal power plants, no matter how efficient,
undermine climate mitigation goals by locking in
millions of tons of CO2 emissions over decades to
come.

« Coal’s overall human and ecological toll is
staggering.

« These projects are not additional because new
coal power plants are built to be efficient to
minimize fuel costs, regardless of CDM support.
Such offsets therefore lead to a net increase in
global GHG emissions

COAL AND CLIMATE CHANGE

New coal power plants undermine climate mitigation
goals by locking in millions of tons of CO2 emissions for
decades to come. Coal power plants generate about 40%
of all electricity worldwide and are responsible for over 8
giga tons of CO2 emissions. Without additional measures
and with electricity demand worldwide projected to be
double, emissions from coal will grow to over 18 Giga
tonnes of CO2 by 2030 . Yet, if we want to prevent severe,
potentially catastrophic effects from climate change we
need to act quickly and dramatically reduce greenhouse
gas (GHG) emissions. We can only achieve such drastic
emissions reductions by rapidly phasing out the use of
coal.

To put things in perspective: Annual emissions from the
coal plants currently in the CDM pipeline are likely to
exceed the current annual CO2 emissions of Australia (399
mio t), France (376 mio t) or Brazil (390 mio t).

New coal power plants compromise the ability of countries
to follow a low carbon development path. Developing
countries urgently need new energy infrastructure to
support livelihoods and economic growth. Low or zero-
carbon alternatives are readily available, including
renewable power, and energy efficiency.

> Carbon Market Watch calls on Parties to exclude
coal power plants from the CDM with immediate
effect.

COAL FACTS

o 1 kWh electricity from coal produces about 1kg
of CO2.

« Over 40% of world electricity is generated from
coal.

« Total coal combustion causes over 12 Giga tons
of CO2 emissions per year, two thirds of that
comes from to electricity production.

« Coal accounts for about 25% of all global
greenhouse gas emissions.

(Source: IEA 2010)




COAL'S TRUE ECOLOGICAL AND HUMAN HEALTH COSTS

were fully accounted for, the price of electricity from coal
would double or triple.

Coal projects hardly represent a ‘clean technology’ and
have no place in a mechanism that aims to protect the
climate and help the poor develop in a safe and sustainable
way.

Coal’s overall human and ecological toll is staggering.
In 2012 pollution from coal - fired power plants caused
100,000 premature deaths in India. In China, more
than 31,000 coal miners died from accidents from
2000 - 2006. In addition, the total cost of coal use on
Chinese society has been estimated at more than 7%
of GDP (1.7 trillion yuan per year) when the costs of air
and water pollution, ecosystem degradation, damage to
infrastructure, humaninjuries and loss of life are included.
Similarly, a recent study of coal impacts in the US
estimated that if the environmental and health damages

COAL PROJECTS IN THE CDM

The coal projects in the CDM pipeline have a truly a
staggering climate impact. To date, six coal power projects
located in India and China have been registered by the
CDM Executive Board. These projects could generate more
than 7 million offset credits annually and will emit almost
10 times the amount of CO2 they claim to save.

But this is only the beginning. More than 40 other coal
projects are trying to get registered. These coal plants
are expected to emit well over 4 billion tonnes of CO2 by
2020. In addition, if registered, these coal power projects
could generate more than 500 million CDM offset credits
from now until 2020.
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CDM COAL PROJECTS INCREASE GLOBAL EMISSIONS

CDM project developers apply to receive offset credits by
claiming that they would build a less efficient new coal
plant if they did not receive CDM offset.

However, studies show that new coal power plants are
built to be efficient to minimize fuel costs, regardless of
CDM support. Research commissioned by the CDM Policy
Dialogue furthermore showed that all large-scale power

RECOMMENDATION

Coal is the world’s most carbon intensive fossil fuel and
its negative environmental and human health impacts are
staggering. Ongoing CDM support for coal could lavish bil-
lions of Euros on an already grossly profitable fossil fuel
industry at a time when the world desperately needs to
dedicate scarce climate finance towards renewable energy
and energy efficiency.

But coal power is just the tip of the iceberg of a much lar-
ger integrity problem in the CDM. Research estimates that
the CDM has likely delivered only 40% of the emission re-
ductions it sold as offsets. This is primarily because the
CDM hosts so many large scale power projects which are
highly unlikely to be additional.

projects, including coal projects, are unlikely to be addi-
tional.

Offset credits from such projects therefore do not repre-
sent real emissions reductions and result in an increase in
global emissions if used against climate commitments. Ne-
vertheless all large power projects, except nuclear remain
eligible in the CDM.

Major investment banks, including the World Bank, have
started to eliminate or limit funding of new coal power
plants. Following the recent announcements of the Norwe-
gian and the British government to stop endorsing invest-
ments in CDM coal projects, eyes are now set on the COP-
19 in Warsaw to see whether the UNFCCC will follow this

trend and kick coal power out of the CDM.

> Policy makers need to act now and excluded coal
power from the CDM.

> Moreover, all large-scale power projects must be
removed from the CDM
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Our planet is not for sale
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