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Comments on the Second Project Design Document aAgbplication for Validation after
Rejection of Registration by CDM Executive Board

GHG Emission Reductions through grid connected high efficiency power generation, Coastal
Gujarat Power Ltd., India

July 12, 2011

CDM Watch and the Sierra Club respectfully subrh# following comments on the
Project Design Document (PDOdr GHG Emission Reductions through grid connectedh hig
efficiency power generatiotWe thank the CDM Executive Board and Designatedr&ijpg
Entity (DOE), Bureau Veritas Certification Holdir®AS, for recognizing the integral role of
transparency in the CDM validation process, anddking this comment into consideration.

This project is not appropriate for validation fitree reasons. First, the project will
generate at least 22 million tons of carbon dioxpddution per year, and is likely to be the
largest single source of emissions in Indi@DM support for such a high-polluting project is
contrary to the overarching objectives of the CDMecond, it is plainly non-additional and
ineligible for support under CDM rules. Quite simpthis project will be completed using
supercritical technology regardless of whether@mM provides support. Third, the Executive
Board has previously rejected this project for seggtion, and the PDD presents no compelling
evidence for the validator to disregard the ExeeuBoard’s original conclusion and issue a
positive validation this time around.

If approved, this Project would lead to the isseamdé 41,486,710 excess Certified
Emissions Reductions (CERSs) that do not represdshtianal emissions reductions, and would
give the project participant an undeserved winddall the order of € 500 million (based on
current CER prices). Validation of such a high-é&imdft project that has already been rejected for
registration by the CDM Board, and that manife$dys to meet CDM additionality and other
eligibility requirements, would seriously undermitiee credibility of both the validator and
CDM process more generally.

We are confident that after a rigorous examinatodnthe PDD and other project
documents, you will agree with the Executive Boardriginal rejection and will decline to
validate this project. However, should you affotee tproject proponent the opportunity to
provide clarifications or corrective action, wepestfully request that stakeholders be given the

! CO, ScorecardTata Mundra: Potentially among the Top €Bmitters in India9 June 2011available at
http://www.co2scorecard.org/home/researchitem/20
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opportunity to comment on any further submissio@therwise, the project proponent would
benefit from filing an inadequate PDD by avoidingbpc scrutiny of key elements of its
proposal.

SUMMARY OF COMMENTS

The project activity, as presented in the PDD, @&d aligible for validation under
ACMO0013 ver.4, theAdditionality Too] and other CDM tools and guidelines, for the reaso
outlined below:

Additionality

1. CDM support will not catalyze additional emissiamesluctions because the Government
of India has required the project to use supecalitechnology.

2. The Executive Board has already refused to regis$tisr project because the project
proponent failed to evaluate alternative tarifustures that would allow the project to
achieve adequate returns without CDM support. Tve RDD does not fix this problem.

3. The Executive Board has previously refused to tegithis project because all of its
financing is already in place and does not depen@DM support.

4. The project proponent has demonstrated by neanyptziing the project after it was
rejected for registration that it does not need CBiypport to proceed, and has not
informed its shareholders that the failure to seaegistration would pose any material
financial risks to the project.

5. The PDD does not adequately demonstrate that thefusupercritical technology will
lead to additional C&reductions.

Baseline assessment

6. Supercritical technology has become the technotdgyoice for new large-scale
coal-fired power plants in India, and therefor@aisiore appropriate baseline than subcritical
coal technology.

7. The PDD fails to adequately assess other “realstet credible” baseline scenarios.

> CDM Validation and Verification Manual, Ver. 1.2BB5 report, Annex,lat 9, para. 42.
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Investment analysis

8. The investment analysis is incomplete and failptovide the data and assumptions
necessary for a reader to reproduce the results.

9. The sensitivity analysis improperly advantagesfiaeht subcritical technology by using
an unrealistically narrow range of fuel price vada.

CER calculation

10.The project proponent has artificially inflated thember of CERs it is seeking by
misapplying the formula prescribed by ACM0013. This corrected by the DOE in the
original submission and is now the second timeehisr has been made.

COMMENTS

Additionality

1. CDM support will not catalyze additional emissins reductions because the
Government of India has required the project to usesupercritical technology.

Applicable rules

A project cannot be additional if it is “the onlitexnative amongst the ones considered
by the project participants that is in compliandgthwnandatory regulations..””

Discussion of non-compliance

The Government of India has mandated that all tNMtema Power Projects (UMPPS) use
supercritical technology.This stipulation isnot contingent upon the receipt of CDM credits.

% Tool for the demonstration and assessment of antditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysist 5.
* Government of India, Ministry of Powed]tra Mega Power Projectsat 1. available at
http://www.powermin.nic.in/whats_new/pdf/ultra%20ua&620project.pdf see alspTUV Rheinland, 2011.
Validation Report for the CDM Project Activity: Gmehouse Gas Emission Reductions Through Supec#lriti
Technology - Jharkhand Integrated Power Ltd. (Vatiioh Report) at 41, 72 (“the project developer is required to
ismplement the project with super critical technglamly.”)

Id.
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The requirement that UMPPs use supercritical telcgyowas recognized in the original
Validation Reporf Under the terms of the Request for Proposal aadrtnsfer of the Special
Purpose Vehicle, then, the project proponent istractually obligated to use supercritical
technology. Given that the project proponent mss&t supercritical technology, the use of that
technology cannot be said to generate addition&éseams reductions.

Conclusion

Because supercritical technology is “the only aléwve..that is in compliance with
mandatory regulations..”, the project activity is not additional and not @ig for validation
under CDM rules.

2. The Executive Board has already refused to registdahis project because the project
proponent failed to evaluate alternative tariff stuctures that would allow the
project to achieve adequate returns without CDM suport. The new PDD does not
fix this problem.

Applicable rules

The Additionality Toolrequires the project sponsor to fully consider‘gh®ject without
CDM support” alternativé.Applying this rule, the CDM Executive Board prewity refused to
register this project, concluding that the projeppnsor had not demonstrated additionality
because it “had not considered a tariff that woandble it to achieve its ROE benchmark and
implement the project activity without consideri@®M revenues...*

Discussion of non-compliance

® Det Norske Veritas, 2008alidation Report: GHG Emission Reductions throggil connected high efficiency
power generation in Indiaat 14.

"Tool for the demonstration and assessment of amiditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysist 5.

8 Tool for the demonstration and assessment of amfditity, Ver. 5.2, Annex: Guidance on the AssessmEn
Investment Analysist 5.

®http://cdm.unfcce.int/Projects/DB/DNV-
CUK1254830678.73/Rejection/IWNNWJIIB1G6WAG6FIRWS5INBILOEXP , See alsoFinal Ruling Regarding
the Request for Registration of Rincon Verde LF®Tgect (3432)(“The DOE (TUEV Rheinland) has failed to
substantiate additionality of the project activity particular, the suitability of ... the electrigitariff assumed in the
PDD... The (insufficiently justified) tariff is a snificant component in determining the additionalifithe project
activity, and with a 10% increase in the electyi¢#riff, the IRR for the project activity crossée benchmark ....")

-4 -



\ SIERRA
| CDM ¥ 7# Watch
C LU B :'/ {: Scrutinizing Carbon Offsets

" FOUNDED 1892

The second PDD does not rectify the shortcominggheforiginal PDD. The project
proponent continues to decline to evaluate alteradariff structures, contending that its tariff
“was optimized by the PP so as to increase its@snf winning the project after factoring the
CDM.”*® Thus, the project proponent concedes that it bad the possibility of CDM support to
subsidize its proposed tariff rate so it could adiits competitors, and not to catalyze additional
emissions reductior’3. This is not an appropriate use of CDM support.r&élie no mandate for
CDM credits to be used for one project bidder tm gampetitive advantage over another, and
the CDM should be indifferent as to which qualifiedder wins any given project. Rather, the
relevant question from the CDM’s perspective is tuke another bidder could have come
forward with a bid that earned reasonable returittont CDM support. If so, the “project
without CDM support” alternative is viable, and fm®ject should not be registered.

Conclusion
By failing to consider alternative tariff structgréhat would improve the project’s returns
without the use of CDM revenue, the project spostiirfails to meet its obligation to evaluate

the “project without CDM support” alternative.

3. The Executive Board has previously refused to regir this project because all of its
financing is already in place and does not depenchdCDM support.

Applicable rules

In its rejection of this project’s previous requést registration, the Executive Board
concluded that Coastal Gujarat and the DOE hadddaib substantiate barriers to investment,
because the project had secured financing aftemptbgct’'s start date, but did not “clearly
indicate that the lenders have taken into accdumiDM registration of the project activity?”
This decision is in accordance with previous decisiby the Executive Board that have found
that the availability of CDM credits must actualhfluence the decision to proceed in order for a
project activity to be considered additional. Inrtmaular, the Executive Board has refused to

°PDD, at 34.

d.

12 Review of Project Activity: GHG Emission Reductitireugh grid connected high efficiency power gatien
(3020),available athttp://cdm.unfccc.int/Projects/DB/DNV-
CUK1254830678.73/Rejection/[WNNWJIB1G6WAG6FIRWSINBLQEXP
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register a project where the project proponenedatb substantiate that support from the CDM
was a “necessary element” of the decision to in¥est

Discussion of non-compliance

The new PDD offers no evidence to support a diffeecision this time around. The
project still has all the necessary financing am@roceeding apace without CDM support. The
Coastal Gujarat project achieved financial closimeApril 2008}* and Tata Power has
subsequently assured its investors that “[the Gamgphas completed all pre-disbursement
conditions in the financing agreements and has beeaiving loan disbursements from the
lenders as per the funding plait. The new PDD makes no claim that this financing hew
somehow been made contingent upon the registrafitte project after its initial rejectiof.

Moreover, given that Coastal Gujarat is a speai@ppse company and that its creditors
have limited recourse, the fact that the creditbdsnot condition disbursement upon the receipt
of CDM support, or add any contingencies in thenéwsich support was not forthcoming, is
compelling evidence that they did not believe G&tM credits were a “necessary element” of
the financial packag¥, or that the failure to gain credits would threatbe viability of the
project. Their understanding of the non-additiaiadif CDM support creates a high burden on
the part of Coastal Gujarat to demonstrate that Cididport really was essential. The PDD is
entirely devoid of such evidence.

Conclusion

13 Review of Project Activity: Hot air generation ugirenewable biomass fuel for spray drying applicatat H. &
R. Johnson (India) Ltd, Kunig§l 545),available athttp://cdm.unfccc.int/Projects/DB/TUEV-
SUED1200568517.44/Rejection/DYSTHYWLLIOHIBOELS1BBWMUZIEPE see also Review of Project
Activity: Optimization of steam consumption in fliecess by installation of free flow falling fifinisher
evaporator and retrofit to the chemical recoveryidoin Cachar Paper Mill of Hindustan Paper Corpadion
Limited (1475),available athttp://cdm.unfccc.int/Projects/DB/DNV-
UK1197870388.18/Rejection/MAXINKAXZBW732JI3W56124BEQE3 Review of Project Activity: Koppal
Green Power Limited Biomass Power Proj€i383),available athttp://cdm.unfccc.int/Projects/DB/TUEV-
RHEIN1192092174.11/Rejection/GTIP8G67K2EUKEQVRK61ARGXR0OU

1 Tata Power, 2008Annual Report 2007-200&t 30.

15 Tata Power, 200%3nnual Report 2008-2009t 18.

°PDD, at 34.

" See Review of Project Activity: Hot air generation ugirenewable biomass fuel for spray drying applicatat
H. & R. Johnson (India) Ltd, Kunig&l545),available athttp://cdm.unfccc.int/Projects/DB/TUEV-
SUED1200568517.44/Rejection/DYSTHYWLLIHIBIEL S1BBWMIEPE (project proponent must show that the
benefits of the CDM were a “necessary elementhefdecision to invest in order to prove additiotygli
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As with the first request for registration, thetféitat financing for the project does not
depend on CDM support should be fatal to the clafnadditionality. The Executive Board’s
original decision should stand.

4. The project proponent has demonstrated by nearly aopleting the project after it
was rejected for registration that it does not needDM support to proceed, and has
not informed its shareholders that the failure to scure registration would pose any
material financial risks to the project.

Applicable Rules

The Executive Board that found that the availapilif CDM credits must actually
influence the decision to proceed in order for ajgut activity to be considered additional. In
particular, it has refused to register projects nghbe project proponent did not substantiate that
support from the CDM was a “necessary elementhefdecision to invest.

Discussion on nhon-compliance

By nearly completing the project after it was rejected for registration, the project
sponsor has proven that it does not need CDM support to proceed. For most projects that seek
CDM registration, the assessment of additiona$itghallenging because it requires close
consideration of the counterfactual scenario. TRERNd Executive Board must determine
whether the emissions reductions would be reaiiz¢de absence of CDM support. Here,
however, that is not the case. We know exactly wiwatld happen to the project if CDM credits
were not available, because the Executive Boar@heady rejected the project proponent’s first
request for registration. If CDM support really wessential to the implementation of the project,
the rejection would have been a serious setbac&project, or would have derailed it entirely.

In fact, the project has moved forward without & No funding was cancelled, no
contracts were terminated, and no delays of ang Wware recorded. During the year in which
the proponent had no expectation of receiving CDObits, about a quarter of the project was
constructed? and it is now about 83 percent complet&@he first unit is slated to come online

18 Review of Project Activity: Hot air generation ugirenewable biomass fuel for spray drying applicatat H. &
R. Johnson (India) Ltd, Kunig§l 545),available athttp://cdm.unfccc.int/Projects/DB/TUEV-
SUED1200568517.44/Rejection/DYSTHYWLLOHIBOELS1BBWMRUZIEPE

19 Tata Power, 2010nnual Report 2009-201@t 22.
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in September, a year ahead of scheflkey tests of two other units have already been
completed, and all units are proceeding on schediibe entire facility is expected to be
operational in 201%% The fact that the project has come so close toptetion after registration
was rejected is irrefutable evidence that it widl bompleted using supercritical technology,
regardless of whether or not the project is elgibb receive CERs. Accordingly, it is not
additional and should not be eligible for registmat

The project sponsor has never informed its shareholders that the failure to earn CDM
credits would be a material financial risk to the project. Tata Power, the owner of Coastal
Gujarat, has consistently told its shareholdersdhdinancing for the project is in place, andsha
never warned them that the failure to have theegtojegistered would pose any material
financial risk to the projeé® Even after the original request for registratioaswdenied, the
sponsor did not inform shareholders of any advergmct on the projeét For example, in a
May 2011 statement, the Chairman of Tata Powetealeshareholders to issues that could affect
“the recoverability of the carrying amount of theoject,” but did not mention the Project’s
failure to gain CDM registration, and concludedtth@o provision for diminution in value is
considered necessary in respect of the Companytstierm investment in CGPL2> Surely, if
CDM support really were critical to the successhef project, Tata Power and its auditors would
have recognized that the failure to have the ptoggistered was a material risk and disclosed it
to their shareholders.

Conclusion

The project sponsor's demonstrated commitment dmpteting the project after its
request for registration was rejected, coupled w#hfailure to warn shareholders that CDM
support was integral to the project, make cleatr tta project does not depend on CDM support
and is non-additional.

2 Tata Power, 2011nvestor Presentation July 2014t 16,available athttp://www.tatapower.com/investor-
relations/pdf/investor-presentation-july-2011.pdf

2L1d.; Tata Power, 2008\nnual Report 2007-2008@t 18.

% Tata Power, 2011nvestor Presentation July 2014t 16,available athttp://www.tatapower.com/investor-
relations/pdf/investor-presentation-july-2011.pthta Power, 2008Annual Report 2007-200&t 18.

% gee Tata Power, 201@nnual Report 2009-201@t 22, 40; Tata Power, 2008nnual Report 2008-2004t 18.
% Tata Power, 201QAudited Financial Results for the Quarter/Half Yé&arded 30 September 2QHvailable at
http://www.tatapower.com/investor-relations/pdf/fy®2-financial-results-30th-sep-2010.p@&ata Power, 2010.
Audited Financial Results for the Quarter/Nine MumEnded 31 December 2QHvailable at
http://www.tatapower.com/investor-relations/pdf/fy®3-financial-results-31st-dec-2010.pdata Power, 2011.
Audited Financial Results for the Year Ended 31 #2011 available at http://www.tatapower.com/investor-
relations/pdf/annual-results-31-march-11.pdf

* Tata Power, 201JAudited Financial Results for the Year Ended 3112011 at 3,available at
http://www.tatapower.com/investor-relations/pdf/aahresults-31-march-11.pdf
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5. The PDD does not adequately demonstrate that these of supercritical technology
will lead to additional CO, reductions.

Applicable rules

In order to demonstrate that the project activityt deliver real, additional emissions
reductions, the PDD must show that it “uses a nedfieient power generation technology than
what would otherwise be used with the given fossél category.®® If the PDD cannot
demonstrate that the project activity will have emission rate below the selected baseline
scenario, the project activity should not be coeid to produce emission reductighs.

Discussion of non-compliance

The amount of C@emissions that will be released from a given dwall unit can vary
widely depending on a number of site-specific fextdhese include coal quality, heating value,
site conditions, condenser pressure, plant deaighthe addition of pollution control equipment
such as FGD or SCR. Of these factors, variability in the coal usedema particular challenge
in predicting the C@emissions factor of an individual coal plant. Ccan vary in quality and
characteristics even for coal of the same cateffoFpis makes it impossible to predict an exact
amount of CQ emissions for supercritical technology unless phgiect was mine mouth or
pithead utilizing coal from the exact same sourearyafter yeat® For example, an individual
unit can fluctuate anywhere between 0.86 tons/M@/h to 1.01 tons C&IMWh depending
upon a variety of factors including coal quafity.

%6 ACMO0013, Ver. 4.0at 2.
21d., at 4.
2 US EPA Available and Emerging Technologies for ReducinggBhouse Gas Emissions from Coal Fired
Electric Generating Unitsavailable at http://www.epa.gov/nsr/ghgdocs/electricgeneratidfy.@hikkatur and
Sagar, 2007Cleaner Power in India: Towards a Clean-Coal-Teclogy Roadmapat 192.
2 Jahar Roy et al., 200&redictive equations for CQemission factors for coal combustion, their apgtiitity in a
gr(')]ermal power plant and subsequent assessmenteftaimty in CQ estimation

Id.
31 CO, ScorecardThe World Bank’s Coal Electricity Headaclevailable at
http://www.co2scorecard.org/home/researchitem/1i®2 f
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Other site-specific factors are also important wcheteants of unit efficiency. For
instance, higher water temperatures used for cgpgurposes in countries like India can reduce
efficiencies by as much as 3 perc&nfThis efficiency reduction can make a significant
difference in overall efficiency and therefore Sgitput®

Taken together, these factors can cause supeacttitnits to operate far below predicted
levels, and can even eliminate the operationalcieficy advantages of supercritical over
subcritical technologies. For instance, Sipat,fits¢ supercritical unit in operation in India, gnl
delivered an efficiency of 33.8 percent-- margipddiwer than the best sub-critical plants. More
importantly, it had ahigher CO, output (96kg/kwh) than the best subcritical pfanSimilar
findings have emerged from the longer track reagdrsupercritical plants in the United Stafes.
Despite using far higher quality coals, many USesagtical plants operate at efficiencies far
worse than the PDD’s stated benchmark of .944 e6&02/GWH®.

Conclusion

While supercritical combustion is, on average, aeavefficient technology, it does not
always outperform subcritical alternatives. Whetlernot the project activity will actually
deliver reduced emissions will depend on a varmtysite-specific factors. Accordingly, the
PDD’s claim that the project activity will achiewpiantifiable emissions reductions over sub
critical technology cannot be substantiated withig-grained, site-specific data, which the
PDD is decidedly lacking.

Baseline Assessment

6. Supercritical technology has become the techn@yp of choice for new large-scale
coal-fired power plants in India, and therefore isa more appropriate baseline than
subcritical technology.

Applicable rules

%2 Chikkatur and Sagar, 200Cleaner Power in India: Towards a Clean-Coal-Tedogy Roadmap.
33

Id.
34 Center for Science and Environment, 2000e Challenge of the New Balaneg 35.
%5 CO, ScorecardThe World Bank’s Coal Electricity Headaclevailable at
http://co2scorecard.org/home/researchitem/19
% http://www.alstom.com/power/resources/brochurefiata-920mw-advanced-supercritical-boiler/
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In order to identify alternative baseline scenatinderACM0013 the PDD must analyze
“all possible realistic and credible alternativeéstluding “the proposed project activity without
CDM benefits.®” As part of this analysis, the PDD must “[e]nstivat all relevant power plant
technologies that have recently been constructeateunder construction or are being planned
(e.g. documented in official power expansion plaars) included as plausible alternativé$if
the PDD proposes a baseline scenario that is difteirom the power plant technologies that
have recently been constructed or are under catistnuor are being planned, it must justify this
apparent discrepancy.

Discussion of non-compliance

The Baseline Assessment in the PDD does not atiyuassess whether the use of
supercritical technology without CDM benefits is‘raalistic and credible alternative.” As a
threshold matter, while the PDD implies that suptcal combustion is risky and unprovéhit
is actually a quite mature and well-establishedhtetogy. Supercritical processes have been in
commercial use since the 1960s and have achiewed land deep global penetration. There are
now over 500 supercritical units in operation wuaiide ** representing more than 20 percent of
installed units?

More importantly, the Baseline Assessment fails cimsider the extent to which
supercritical plants have “recently been constdiade are under construction or are being
planned” in India. A proper review of the deployrhehsupercritical technology in India would
have shown that (1) India is already rapidly aduptsupercritical technology, with about 40
supercritical projects that are operational or iarious stages of development; and (2)
supercritical technology will continue to rapidlgig market share without CDM support due to
operational advantages, economic and sectoral rdriamed government policies. The Baseline
Assessment makes no effort to discuss these trends, explain the discrepancy between the
proposed subcritical baseline and the stream oérstufical projects under development as
required undeACM0013*

¥ ACMO0013, Ver. 4.0at 3.
38
Id.
¥1d., at 4.
“°PDD, at 5.
1 Qingshan Zhu, 200%lean coal technology— Gasification vs. (pulvetizoal) combustigrat 4.available at
http://www.interacademycouncil.net/Object.File/Dr46/338/0.pdf
“2World Bank, 2008Clean Coal Power Technology Review: Worldwide Eigmee and Implications for Indjat
2. available athttp://moef.nic.in/downloads/public-information/L @&liaCCTjune2008.pdf
“PDD, at 17.

-11 -
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India is turning away from subcritical technology and is already rapidly deploying
supercritical units. As the original DOE noted, since the partial defatjon of the power sector
in 2003, the private sector has only invested iBOLMW of subcritical coal generation in all of
India.** By contrast, as of 2010, India had 37 superciiticéts between 660 MW and 800 MW
under construction, with a combined generating ciapaf 26 GW?* (see Appendix I). At least
two units have come online in the last 6 monthd, @rleast 8 more with a capacity of 5280 MW
are slated to begin operations in the next §2ahe Government of India has also mandated
supercritical technology for the “ultra-mega powpeojects” (UMPPSs), a series of 14 projects
(including Coastal Gujarat) that each have a mimmeapacity of 4 GW. So far, four of the
planned UMPPs are in various stages of developMeding forward, about 60 percent of the
75 GW of thermal power contemplated in the™1Pive-Year Plan is expected to be
supercritical’® as well as 100 percent of new coal-fired plantghie 13" Five-Year Plarf®
Supercritical units are likely to contribute up5@ GW by 2020°

Other power plant operators in India such as thBoNal Thermal Power Corporation
(NTPC) and CPL are rapidly embracing supercrititedhnology. CPL entirely renounced
subcritical technology in 2009. At that time, itaNaging Director stated that “We will not build
subcritical coal-fired power plants, and believe or@ else should. We should move towards
supercritical and, in due course, ultra-superaiti@JSC) technology, to reduce the carbon
intensity of generation®®

“4 Det Norske Veritas, 201®esponse to request for review
“GHG Emission Reductions through grid connectechtefficiency power generationat 12-13.
* International Energy Agency, 201Technology Development Prospects for the Indiand?@ector at 46.
available athttp://www.iea.org/papers/2011/technology developmiedia.pdf
“°“Media Release: Adani Power Synchronizes Counffirst supercritical 660 MW unit at Mundra”, Deceent23,
2010,available athttp://www.adanipower.com/Data/APLMediaReleasefigtUnit.pdf “ Barh 1 and I, 3,300MW
Coal-Powered Plant Barh, Indidyttp://www.power-technology.com/projects/barh-cQdNTPC's first
supercritical tech unit commissionedzovernmentFebruary 24, 201 hyvailable at
http://www.igovernment.in/site/ntpc%E2%80%98s-fissipercritical-tech-unit-commissioned-39347
“" International Energy Agency, 201Technology Development Prospects for the IndiandP@&ectoy at 47.
available athttp://www.iea.org/papers/2011/technology developmiadia.pdf
“8 Planning Commission, 201thterim Report of the Expert Group on Low Carborat&gies for Inclusive Growth
at 37.available at http://moef.nic.in/downloads/public-
information/Interim%20Report%200f%20the%20Expert%28up. pdf
9 International Energy Agency, 201Technology Development Prospects for the Indiand?@ectoy at 47.
available athttp://www.iea.org/papers/2011/technology_developmiedia.pdf Central Electricity Authority,
Letter of 2 February 201 @vailable at
?Ottp://www.cea.nic.in/more upload/advisory_mop_sig_domestic_mfrs.pdf

Id.
L« arge utilities to get priority on coal supplig,ivemint.comDec. 23, 200%vailable at
http://www.livemint.com/2009/12/23234919/L arge-itigds-to-get-priorit.htmquote from a CLP
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NTPC’s experience may be even more illustrative PBTis the largest state-owned
power generating company in India. It operates Ipe2# GW of coal-fired capacit—almost
29 percent of India’s totdf As early as 2008, it had already adopted sup&ariechnology for
units over 500 MW, and was moving towards even driglhteam parameters (ultra-supercritical)
for upcoming projectd? At that time, NTPC already had six 660 MW units spfpercritical
technology in advanced stages of construction, Geérs placed for two moré.lt also had
seven other 660 MW units and sixteen 800 MW unifgcbming.®®

Supercritical technology will continue to rapidly gain market share without CDM
support due to operational advantages, market forces and government policies. Supercritical
technology offers considerable advantages overrgigat. According to NTPC’s Chief Design
Engineer, NTPC switched to supercritical technol@myits larger boilers due to improved plant
efficiency and fuel tolerance; reduced coal congionpash production and pollutant emissions;
and better operational performance than subcriteetinology’’ At the same time, NTPC has
concluded that the downsides are minimal or nostert. Supercritical boilers are a “mature
and established” technology that use materialsdhat'proven and already in use” and equally
as available as sub-criticdl.Moreover, it also has concluded that project impatation and
operations and maintenance are “essentially [taelesas sub-criticaP®

managing director).

*2 http://www.ntpc.co.in/index.php?option=com_contevigdv=article&id=96&Itemid=175&lang=en

>3 Ministry of Power, Government of Indiavailable athttp://www.powermin.nic.in/

** Supercritical Technology in NTPC India-A Brief Oviemw, presentation by Pankaj Gupta, Chief Design Eraine
NTPC to APEC Energy Working Group’s Cleaner Coalrkgbop, Ha Long City, Vietnam August 19-21, 2008, a
16, 24 available at
http://www.egcfe.ewqg.apec.org/publications/procegdiCleanerCoal/HalLong_2008/Day%202%20Session%203A
%20%20Pankaj%20Gupta%20Supercritical%20Technolo@®#8220.pdf

%5 Sipat-1 (3x660MW) and Barh-I (3x660MW) were in amced stages of construction, while orders had been
placed for Barh-11 (2x660MW)Supercritical Technology in NTPC India-A Brief @xiew, presentation by Pankaj
Gupta, Chief Design Engineer, NTPC to APEC Energykivg Group’s Cleaner Coal Workshop, Ha Long City,
Vietnam August 19-21, 2008, at 16, 24ailable at
http://www.egcfe.ewqg.apec.org/publications/procagdiCleanerCoal/Hal ong_2008/Day%202%20Session%203A
%20%20Pankaj%20Gupta%20Supercritical%20Technolo@88220.pdf

% North Karanpura (3x660MW), Tanda-Il (2x660MW), MdRx660MW), Darlipali,(4x800MW), Lara

(5x800MW), Cheyyur (3x800MW), Marakanam (4x800M\VBupercritical Technology in NTPC India-A Brief
Overview presentation by Pankaj Gupta, Chief Design ErgginfdTPC to APEC Energy Working Group’s Cleaner
Coal Workshop, Ha Long City, Vietnam August 19-2Q008, at 16available at
http://www.egcfe.ewqg.apec.org/publications/procegdiCleanerCoal/HalLong_2008/Day%202%20Session%203A
%20%20Pankaj%20Gupta%20Supercritical%20Technolo@y®#8220.pdf

°"1d., at 10.

d., at 13.

*|d.
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In addition to the operational benefits of supéical boilers identified by NTPC, other
non-CDM related factors are driving this technotadjishift. Rising coal prices and severe
domestic shortages have provided a strong impetusoperators to install more efficient
generating technolod. Over the last five years, persistent coal shogdugve inhibited the
ability of generators to produce and sell eledyito the grid®* and have forced both plant
operator$? and the country’s main coal produter Coal India -- to look abroad for supplies.
As a result, Indian coal imports grew by 36 perceatween 2007 and 2009, reaching 16.5
percent of total consumption in 208/9.

This imported coal is considerably more expenshantdomestic coal, since state-run
Coal India subsidizes domestic consumers by didomgiits output by as much as 50 percent
below global price§> As of 2008, coal prices were 633 percent higheGarmany and 490
percent higher in Chinese Taipei than in India (de@ts below). This situation is unsustainable,
and Coal India has expressed its intent to morgetyaalign its prices with world markeétsCoal

0 See, e.g.David Victor, “He protests too much; India isesldy going greenNewsweekAug. 17, 2009
(“Shortages in coal, which supplies about threetgus of India's electricity, are forcing Indiadocelerate
this trend to higher efficiency.”) (LexisNexis Acauic)
¢l See, e.g“Thermal plants’ coal shortage worseniBgisiness Ling Apr. 4, 2005 available at
http://www.thehindubusinessline.com/2005/04/04is&d2005040401750500.htyiThermal plants face
acute coal shortage (coal stock at 8,689 milliomas against normal replacement of 22 million tejfie
India Business Insighfpr. 2, 2008 (LexisNexis Academic); “Coal situatiworsens at thermal stations
(several stations super critical with stocks fasléhan 4 days)Jhdia Business InsighMay 9, 2008,
available athttp://www.thehindubusinessline.com/2008/05/09ie&12008050952240100.htyfiCorporate
power crisis looms large as key thermal statioassstfor coal,”Business LingAug. 9, 2008available at
http://www.thehindubusinessline.com/2008/08/09is&2008080950460300.htimiInadequate coal
linkages hit power stationsThe Press Trust of Indidan. 26, 200%vailable at
http://www.highbeam.com/doc/1G1-192610842.hifttbovt revises coal import target upwards to 35 M
FY’10,” The Press Trust of IndiaMar. 20, 2009 (LexisNexis Academic); “Thermalt&tas continue to battle
coal shortagesBusiness LingApr. 16, 2009available at
http://www.thehindubusinessline.com/2009/04/16is82009041651511500.htrftShortage of coal, gas to
hit power sector,Financial ExpressNov. 2, 2009 (LexisNexis Academic); “Indian markeady for plants,
but needs steady supply of codbfatts Coal OutlookNov. 16, 2009 (LexisNexis Academic); “India’s NTP
shuts two coal plants on coal shortag@ddtts International Coal ReparlNov. 23, 2009 (LexisNexis
Academic).
82«Adani to invest $1.6 billion in Indonesian projgcReutersavailable at
http://in.reuters.com/article/2010/08/25/idINInd54045420100825
83“CIL readies war chest for acquiring overseas sih€he Asian Ageavailable at
http://www.asianage.com/business/cil-readies-wastlacquiring-overseas-mines-082
% |EA Coal Statistics, 2010.
85«CIL to hike coal prices by 15 pc from tonighfimes of IndiaFebruary 26, 201hvailable at
Qgtp://articles.timesofindia.indiatimes.com/2011—21?/india-business/28636394 1_coking-coal-coal-petidn-cil
Id.
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India raised prices by 12 percent in February, 20¥tile it excluded the power secfBrfuture
price hikes are expected to cover all sectors.

Indian Steam Coal Prices 2001-2008
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Selected Steam Coal Prices 2001-2008 ‘
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Sector analysts have warned that Asian coal markethiding India, are increasingly
subject to greater price volatility due to surgifgmand and a high correlation with oil pri€&s.
Rising and volatile coal prices will squeeze plapérator profit margins. The cost of fuel inputs
can account for 40-60 percent of the total cogjevferatior/® Variable costs in Maharashtra, for
example, are as high as 2.2 cents/Kwh.

When the costs of coal are considered, superdrhigiders are now cost-competitive or
cheaper than subcritical ones. Modern supercrifitaaits cost only 2 percent more to install than
subcritical plant$? and the small incremental difference in capitats@an be offset by greatly
reduced variable fuel costs over the life of thejgut/® Thus, in its 2008ntegrated Energy
Policy, the Planning Commission concluded that “[i]t dldolobe possible to get gross efficiency

®UBS, 2011.Global Utilities Outlook 2011at 10.

0 Chikkatur and Sagar, 200Cleaner Power in India: Towards a Clean-Coal-Tedogy Roadmapat 50.

" http://www.prayaspune.org/peg/publications/item/trMsition-from-mou-to-competitive-bidding-goodsteoff-
but-turbulence-ahead-review-of-thermal-capacityiéatttthrough-competitive-bidding-in-india.htmi

2 Boben Anto, M.M. Hasan, undate&halysis of Supercritical technology in Indian Eneviment and Utilizing
Indian coal at 113.

31d.; “Fire without smoke making the switch (supercatitechnology considerably lowers the costs of baaed
power generation),India Business InsighfAug. 29, 2007.
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of 38-40%at an economically attractive cofsir all new coal-based plant§*{emphasis added).
Other studies have similarly found that superaltiechnologies entail no additional costs over
subcritical’® and that supercritical units can actually deligelower cost of energy over their
operating lifetime€’® Indeed, the planned “Ultra-Mega Power Plants"g(liRoastal Gujarat) are
expected to produce power at tariff rates well wetbose that are economically feasible from
subcritical plants, due to their operational effieiy and economies of scéle.

Caught between persistent coal shortages, risilmggand the need to address massive
power supply deficits, the Government of India (Mmment”) has placed a “very high priority
[on]... developing or obtaining the technology foratbased plants of high efficienc{?”
Towards this end, it is adopting policies to eneger power generators to move to supercritical
or even ultra-supercritical technology. The Goveentrhas mandated that all of the “Ultra-Mega
Power Plants”, including Coastal Guijarat, use sujteral technology? It has adopted a “mega
power project policy” that waives import duties equipment purchases and provides income
tax incentives for new coal-fired power plants @@ MW and larger. It is also considering
whether to explicitly restrict “mega power projetnefits to supercritical plaritsin 2009, the
Power Ministry and the Coal Ministry decided to usmdy supercritical technology for new
capacity additions wherever possibtésinally, the Government is considering new pokdileat
would give supercritical generators priority accesscarce coal suppli€sand may even ban
subcritical plants altogethé&f.

" Planning Commission, 200ftegrated Energy Policy: Report of the Expert Catteg, at 49.

> Center for Science and Environment, 200e Challenge of the New Balaneg 35.

®MIT, 2007.The Future of Coalat 19.

"See, e.g“Rs 1.19 per unit tariff feasible: Shahihe Press Trust of Indid@ec. 19, 2006 (“Government
today said the Rs 1.19 per unit tariff proposed.égco Infratech for the 4,000 MW Sasan Ultra mega
power project is feasible . . . "Super criticalteys gives you an advantage of fuel input and cbgbwer
which has helped lowering the tariff," he saidlexisNexis Academic).

'8 http://planningcommission. nic.in/reports/genrep/iepengy. pdf

" International Energy Agency, 201Tlechnology Development Prospects for the IndiandP@ector at 47.
available athttp://www.iea.org/papers/2011/technology developmiedia.pdf

8 “India: Power firms likely to be told to tread grepath, Daily the Pak BankerJan. 4, 2010 (LexisNexis
Academic).

8 International Coal Report, March 23, 200%atts at 10.available at
http://china.platts.com/IM.Platts.Content/Produets&es/Products/inticoalreport. pdf

824 arge utilities to get priority on coal supplied,ivemint.comDec. 23, 200%uvailable at
http://www.livemint.com/2009/12/23234919/L arge-itiéds-to-get-priorit.html (quote from a CLP
managing director).

83 43ub-660 MW plants face deniaFinancial ExpressJan. 5, 2010.
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Conclusion

To address both market and policy risks, generatowshave a strong, non-CDM-related
incentive to install supercritical technology. Qivéhese trends, and the large set of supercritical
units already in operation or in the project pipeliit is clear that supercritical technology is th
coal technology of choice in India going forwarcdaStal Gujarat seeks to be compensated for
using a technology that the Government of Indiaregsired on this project and is encouraging
throughout the sector, and that other market ppatnts have concluded is a mature and widely
available technology.

7. The PDD fails to adequately assess other “realistend credible” baseline scenarios.

Applicable rules

In addition to assessing the project activity with€DM benefits, the PDD must also
analyze all other “possible realistic and credibleernatives that provide outputs or services
comparable with the proposed CDM project activRfyACM0013makes clear that (1) “[t]hese
alternatives need not consist solely of power glant the same capacity, load factor and
operational characteristics® (2) the alternatives “may not be available to ecojparticipants,
but could be available to other stakeholders witthie@ grid boundary....”; and (3) “realistic
combinations of [facilities, technologies, outpotsservices] should be considered as possible
alternative scenarios to the proposed project iagti® The decision to exclude scenarios must
be supported by “appropriate explanations and decwation.®’

The PDD must include “all relevant power plant tealogies that have recently been
constructed or are under construction or are bplagned (e.g. documented in official power
expansion plans)” as plausible alternatives, amsllshinclude a “clear description of each
baseline scenario alternative, including informatim the technology, such as the efficiency and
technical lifetime.®® If the type of power plant identified as the baselscenario differs from
those that have recently been constructed or agderuconstruction or are being planned, the
project participants shall explain this discrepaficy

8 ACM0013, Ver. 4.0at 3.
8.

8 d., at 4.

8.

8q.

81d., at 4.
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Discussion of non-compliance

The PDD fails to adequately consider all realisticd credible alternatives to the
proposed baseline, or to fully assess all optidrad &re currently being implemented. It also
entirely fails to explore ways that plausible aitegives can be realistically combined to produce
an alternative baseline scenario. Alternatives tmainot receive the kind of analysis required
underACMO0013 alone or in combination, include low- or zerokmam alternatives such as:

Energy efficiency and demand side management: Energy efficiency and demand side
management should be considered on par with expaswmly in delivering energy services. As
the Government's Commissionistegrated Energy Policyhotes, “lowering energy intensity
through higher efficiency is equivalent to creatiagvirtual source of untapped domestic
energy....[a] unit of energy saved by a user is gretttan a unit produced, as it saves on
production losses as well as transport, transnrisaial distribution losseS® Accordingly, the
Planning Commission found that “[s]everal [enerdfyjcency] options are less expensive than
coal or gas-based generation, and therefsh@uld be the “first resource” considered for
fulfilling demand’®* (emphasis added). Towards this end, “efficienoyvgr plants™- i.e.,
bundled sets of energy efficiency programs thatd=liver the energy and capacity equivalent of
a large conventional power plant-- should have besmmsidered on the same basis as supply
alternatives in the baseline scenario anaffsisThe Government of India has recognized the
critical importance of energy efficiency in closihgdia’s chronic 8-10 percent supply deficit.
Recent studies have found that end-use efficiempravements could reduce effective demand
by more _;Qan 20 percefitand add approximately $500 billion to India’s eaoty between 2009
and 2017

Reduction of transmission and distribution losses: The PDD entirely omits any analysis
of the potential for improvements in transmissiod distribution efficiency, despite the fact that
loss rates in the states that will purchase powemfCoastal Gujarat range from 26 to 46

% planning Commission, 200Bitegrated Energy Policy: Report of the Expert Cdtteg at Xx.

1 Planning Commission, 201thterim Report of the Expert Group on Low-Carboragies for Inclusive Growth
at 31.

92 See, e.g., the World Bank’s recent support forsnstribution of compact flourescent light bulbsBangladesh.
http://siteresources.worldbank.org/EXTENERGY2/Reses/ELIB_Presentation.pdfleg Gottstein, Planning,
Financing and Building Efficiency Power Plants: Blgory Practices in California and Other Statdse T
Regulatory Assistance Project (2008), availablewaiv.raponline.orgDavid Moskovits, Meeting China’s Energy
Efficiency Goals Means China Needs to Start Bugdiificiency Power Plants (EPP), The Regulatoryigtasce
Project (2005), available atww.raponline.org

% Greenpeace India. 2008till Waiting at 14. available at
http://www.greenpeace.org/india/Global/india/re(®#009/11/stillwaiting. pdf

% Shakti Foundation, 201The Hundred Billion Dollar Bonus: Global Energy iEféncy Lessons from India.
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percent” Reducing transmission and distribution losses ispagovernment priority® as the
extraordinarily high current loss rates place aehstrain on the economy and threaten the
viability of energy sectot’ Simply raising Indian transmission and distribatiefficiencies to
international best practices (less than 10 petosses) could eliminate the need for as much as
30 GW worth of additional capacity.

Solar thermal: The PDD discusses only photovoltaic sources, anahsarily dismisses
them as variable and incapable of producing baad fower® It entirely overlooks solar
thermal power (or “concentrated solar power”), wh@an provide baseload power and has the
potential to deliver 3 to 4 times the amount of poas India’s coal reservé®. As both the fuel
and construction costs of coal-fired power plarasenrapidly escalated, the price differential
between coal and solar thermal power has been traia narrowed"®? Furthermore, India
already has a solar power manufacturing sectaglyoon for increased growth in this arga.

Strengthened grid connections. The PDD does reference the use of connected grids t
import electricity, but dismisses this alternativecause of the transmission deficit. However,
this quick dismissal ignores the fact that the adefs primarily a result of the focus on building
new power plants, rather than investing in gridriovements and end-use efficient.

Wind and Biomass. The PDD dismisses power from wind and biomass awith
meaningful analysis. However, India has an enornpatisntial of 46 GW of wind” and 27 GW

% Asian Development Bank, 2008roposed Loan: India: Mundra Ultra Mega Power Projeat 16.

% International Energy Agenc¥echnology Development Prospects for the Indiand?@ector at 69. available

at http://www.iea.org/papers/2011/technology developimiadia.pdf

% Planning Commission, 200ftegrated Energy Policy: Report of the Expert Cdtteg at 4.

% Greenpeace India. 2009till Waiting at 14.available at
http://www.greenpeace.org/india/Global/india/re(®#09/11/stillwaiting.pdf

% Shankar Sharma, 201lhdian Power Scenario: Huge scope for low carboergg pathway

10ppp, at 25.

%1 Ummel, Kevin. Center for Global Development WorkiRaperConcentrating Solar Power in China and India:
A Spatial Analysis of Technical Potential and thestbf Deployment

192 bavid Wheeler, 2008Tata Ultra Mega Mistake: The IFC Should Not Get iied by Coalavailable at
http://blogs.cgdev.org/globaldevelopment/2008/G&#dtra-mega-mistake-the-if.php

193 An Overview of Renewable Energy in Indiall.available at
http://www.geni.org/globalenergy/library/energytdsicurrentusage/renewable/Renewable%20Energy%2tiRdte
%20for%20India%5B2%5D_%5B1%5D-1 .pdf

194 http://blog.cleantech.com/sector-insights/enerdigiency/india-loses-45-of-the-electricity-it-prodes-expect-
surge-in-energy-efficiency-investment/

195 An Overview of Renewable Energy in India14.available at
http://www.geni.org/globalenergy/library/energytdsicurrentusage/renewable/Renewable%20Energy%o2itRdte
%20for%20India%5B2%5D %5B1%5D-1_.pdf
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for biomass™®® These options should have been more rigorousljuatesd both alone and in
combination with other options.

Conclusion

Each of these potential alternatives is alreadydénplemented in India, and some,
such as end use efficiency, reducing transmississels, and solar thermal, are a matter of
national priority. Yet contrary to the requiremeiSACM0013 the PDD makes no effort to
explain the discrepancy between such actions antdkeline scenario. The PDD also makes no
effort to assess how these alternatives can be ioechbn ways that would produce a more
attractive baseline than subcritical technologypéaticular, given the Planning Commission’s
determination that energy efficiency should be tfest resource” in meeting demand, it is
difficult to see how the PDD could not considelag a potential baseline, either alone or in
combination with other alternative scenarios.

Despite the methodology’s requirement that exchsibe supported by “appropriate
explanations and documentation”, the PDD offerewidence other than conclusive statements
about the various risks associated with each atse UnderACM0013 the PDD must clearly
justify the conclusion that these and other altéwea are not plausible options. It has not met
this test.

Investment Analysis

8. The investment analysis is incomplete and fails tprovide the data and assumptions
necessary for a reader to reproduce the results.

Applicable Rules

ACMO0013and theAdditionality Toolboth require a comprehensive investment analysis
to determine the baseline scenario and whethergtbgct activity would be financially viable
without the incentive of the CDM®’ The investment analysis must be “presented in a
transparent manner and all the relevant assumpsbasld be provided in the PDD, so that a
reader can reproduce the analysis and obtain the sesults.**® All investment analysis should

1% «powering India with Rice Husks? An Interview withtResh Yadav from Husk Power Systenasilable at
http://sierraclub.typepad.com/compass/2011/01/pmgendia-with-rice-husks-an-interview-with-ratneghdav-
from-husk-power-systems.html

197 Tool for the demonstration and assessment of aufditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysigt 12.

198 ACM0013, Ver. 4.0at 4;Tool for the demonstration and assessment of axtditity, Ver. 5.2at 7.
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be provided in spreadsheet format, with all forrsulaadable and relevant cells viewable and
unprotected® The analysis must clearly present all “[c]rititathno-economic parameters and
assumptions (such as ... fuel price projectionstitifes, the load factor of the power plant and
discount rate or cost of capital)...,” and must jiystihose assumptions “in a manner that can be
validated by the DOE.* It should “[ijnclude all relevant costs (includinfpr example, the
investment cost, fuel costs and operation and maamtce costs), and revenues (including
subsidiesf/fiscal incentives, ODA, etc. where agtlle), and, as appropriate, non-market cost
and benefits in the case of public investdrs.The analysis must present a clear comparison of
the financial indicators for all scenario altermas!*?> Assumptions and input data should be
consistent across the project activity and its ra#tBves, unless differences can be well
substantiated>

Discussion of non-compliance

The investment analysis is deficient with respecvittually all of the requirements set
forth in ACM0013and theAdditionality Tool It barely resembles the kind of rigorous and
comprehensive analysis that would actually be reguto determine if the project activity
requires CDM support to be the preferred altereatiVhe investment analysis relies on a
comparison of the levelized cost of energy (LCOd&)dach alternative to justify its claim that
subcritical technology would be the preferred aptidgthout CDM support* but fails to:

e Show the calculations it used to generate the LCOEpresent them in spreadsheet
form so they could be replicated;

e Show any of the calculations it used to generateegafor other key variables or to
reach its conclusions, or present them in spreat$biem so they could be replicated;

19 Tool for the demonstration and assessment of amhditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysigt 13. The Guidance is clear that this requirdrnannot be avoided on grounds of business
confidentiality:

“In cases where the project participant does nehwd make such a spreadsheet available to thée@ubl
exact read-only or PDF copy shall be provided femegal publication. In case the PP wishes to btadk-
certain elements of the publicly available versimigjear justification for this shall be providexdthe
UNFCCC secretariat by the DOE when requesting tiedisn.”

10 ACM0013, Ver. 4.0at 4;Tool for the demonstration and assessment of axtditity, Ver. 5.2at 7.
111

Id.
112 ACM0013, Ver. 4.0at 4.
13 Tool for the demonstration and assessment of antditity, Ver. 5.2at 7;ACM0013, Ver. 4.0at 4.
Y pppD, at 24, 31.
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e Demonstrate how revenue from the CDM would afféet financial viability of the
project activity, and cause supercritical techngltmbecome the preferred option;

e Offer credible fuel price projections and explale tmethodology and assumptions
used to generate them,;

e Assess how the risk of regulatory changes, suchna®ased pollution control
requirements or a carbon tax or cap and trade egimght affect the LCOE of each
alternative;

e Consider the costs of other resource inputs sudakas and water, and how they
might differentially affect the LCOE for each opiio

Conclusion

The investment analysis fails to assess the impoetaof the CDM to the project’s
financial viability. It asserts that subcriticatteology would have the lowest LCOE, but fails to
demonstrate how it reached that conclusion. By iding its data only in chart form, without
showing the relevant calculations and assumptittesPDD makes it impossible for the reader
to “reproduce the analysis and achieve the samdts€sThe Executive Board has rejected
previous proposals based on these same deficighitiasd they provide a sufficient basis for
the DOE to refuse to validate this project activity

The failure to include this required material idransparent attempt to evade public
scrutiny. The proper response to such manipuladiothe process is to refuse to validate the
project. However, if Bureau Veritas allows Coagtaljarat to amend the PDD to include this
material, the public must also be afforded an ojymity to comment.

15gee e.g., Review of Project Activljichuan Liangtan Hydropower Station Second PhasgeBr (2410),
available at
http://cdm.unfccc.int/Projects/DB/DNVCUK1197870388/Rejection/MAXINKAXZBW732JI3W561249GFEQE3
Review of Project Activity: 10 MW Somasila HydroMeo Project for a grid system by Balaji Energy Rud.
(1201), available athttp://cdm.unfccc.int/Projects/DB/DNV-
CUK1182338073.37/Rejection/O02TQOVFWPHDSIUDDMFE7KXEN81MN Review of Project Activity: BHL
Palia Kalan Project (1184), available at
http://cdm.unfccc.int/Projects/DB/DNVCUK1182235592/Rejection/ED7ZTMB2J3G28EMMVW1C3A0S9Z6E
BP
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9. The sensitivity analysis improperly advantages inétient subcritical technology by
using an unrealistically narrow range of fuel pricevariation.

Applicable rules

ACMO0013and theAdditionality Toolrequire the PDD to include a “sensitivity analysis
for all alternatives, to ensure that conclusiorgarding the financial attractiveness of the project
are robust with regard to reasonable variatiorghéncritical assumptions (e.g. fuel prices, load
factor, etc.). Guidance for the Additionality To@quires DOEs to closely assess whether the
range of variations is reasonable in the contexhefproject. Past trends should be a guide for
determining a reasonable range, but generally N@nis “should at least cover a range of +10%
and —10%, unless this is not appropriate in theearof the specific project circumstanceé®”
Moreover, “where a scenario will result in the aj activity passing the benchmark or
becoming the most financially attractive alternattte DOE shall provide an assessment of the
probability of the occurrence of this scenario amparison to the likelihood of the assumptions
in the presented investment analysis*’.”

The sensitivity analysis can provide a valid bdsisselecting the baseline scenario or
alternative “only if it consistently supports (farrealistic range of assumptions) the conclusion
that the pre-selected baseline scenario [or alieajds likely to remain the most economically
and/or financially attractive'*® Where the sensitivity analysis clearly reaffirme tresult, the
most economically attractive alternative should dmnsidered the most plausible baseline
scenario. However, where the sensitivity analysisat fully conclusive, the alternative with the
lowest emission rate among those that are the fir@sicially and/or economically attractive

should be selected as the baseline scehHrio.

Discussion of non-compliance

The PDD'’s sensitivity analysis is not robust tosm@able variations in critical in the
price of coal, because it only varies coal pricgs+- 10 percent?® In fact, prices have
fluctuated by as much as 100 percent in recensyieahe Indian market, and much more in the
international markets. (see previous price grapBeastal Gujarat will use imported coal, most

18 Tool for the demonstration and assessment of amhditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysist 15.

117 Id.

18 ACM0013, Ver. 4.0at 4;Tool for the demonstration and assessment of axtditity, Ver. 5.2at 7.

19 ACM0013 Ver. 4.0, at 4.

120ppp, at 33.
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of which will come from Indonesi&! The Government of Indonesia recently issued aerord
harmonizing the price of exported coal with inté¢imeal rates?* This order will apply
retroactively to all contracts, and will likely irease the price of imported coal for Coastal
Gujarat and other coastal Indian coal plants byt$83%° This change alone would represent a
60 percent rise over the base case assumed inDBe'® Moreover, Asian coal markets
generally are increasingly subject to greater pvicktility due to surging demand and a high
correlation with oil price$?’ In the face of these trends, it is fanciful touase that coal prices
will only fluctuate 10 percent from the base cagerdhe ten year project period.

While modern supercritical plants cost about 2 @eranore to install than subcritical
plants'?® they can deliver energy at the same or lower amsts their operating life due to their
reduced fuel cost€’ That being the case, a rigorous sensitivity amslsisould have shown that
at a certain coal price, supercritical technologly surpass subcritical as the most financially or
economically attractive alternative. The AdditiahallTool requires that the sensitivity analysis
determine if the “switching price” will occur withia “realistic range of assumption$® It
further requires the DOE to independently assele firobability of the occurrence of this
scenario in comparison to the likelihood of theuasggtions in the presented investment

analysis....*?
Conclusion

By narrowly limiting the range of price variatiomrsidered in the sensitivity analysis,
the PDD implies that there is no “switching pridegtween the technologies. This suggestion is
plainly unsupportable, and it is incumbent upon D@E to independently determine this
inflection point and the likelihood that it will oar, and to reassess financial attractivenesseof th
options on that basis.

12l Tata Power, 2011nvestor Presentation July 2014t 16 available athttp://www.tatapower.com/investor-
relations/pdf/investor-presentation-july-2011.pdf
E; http://www.dnaindia.com/money/report_indonesianhimgare-for-tata-adani-jsw-lanco_1554313

Id.
' pDD, at 33.
2> yBS, 2011.Global Utilities Outlook 201at 10.
126 Boben Anto, M.M. Hasarfnalysis of Supercritical Technology in Indian Eowiment and Utilizing Indian
Coal, at 113.
12T MIT, 2007.The Future of Coalat 19; Center for Science and Environment, 20h@. Challenge of the New
Balance at 35.
128 ACM0013, Ver. 4.0, at 4fool for the demonstration and assessment of aufditity, Ver. 5.2, at 7.
129Tool for the demonstration and assessment of aufditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysigt 15.
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CER calculation

11.The project proponent has artificially inflated the number of CERs it is seeking by
misapplying the formula prescribed by ACM0013. Thiswas corrected by the DOE
in the original submission and is now the secondrie this error has been made.

Applicable rules

According to the ACM0013, the project proponent trf{ensure thaEGp; y is the net
electricity generation (the gross generation bypitigect plant minuall auxiliary electricity
consumption of the playit(emphasis added). Failing to exclude auxilidlectricity
consumption can artificially inflate emissions retions calculations.

Discussion of non-compliance

In its original PDD supporting its first registrati request, the project proponent failed to
follow this rule, including the auxiliary consumgti in its calculations. The original DOE
corrected this error and reduced the CER calculatiom 4,267,604 tCf annually to 2
2,651,753 tCee.**.

However, in the current proposal, the project tgerafailed to deduct auxiliary
consumption, as it uses the exact same electpoitguction figure — 29,784 GWh — that the first
validator found erroneous. As a result, the propoponent now seeks credits for emissions
reductions of 4,148,671 tGe.

Applicable rules

According to ACM0013,“[T]his methodology allows ¢taim emission reductions from
using fossil fuels more efficiently for power geatton,but does not account for any emission
reductions from using less carbon intensive fuBlisen that the C@emission factor and
amount of any start-up/auxiliary fuetsay differ between the project and the baseline

139 y/alidation REPORT NO. 2008-0362, Revision No 5.
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crediting of emission reductions is limited to tlectricity generated from the main fossil fuel
only**™ (emphasis added).

Discussion of non-compliance

The project assumes that sub-bituminous coal witlglaer emissions factor will be used in the
baseline scenario whereas bituminous coal, witwet emissions factor, will be used in the
project activity'*? However, the ACMO0013 clearly prohibits using lessbon intensive fuels to
secure emissions reductions. Therefore, the usgfcarbon intensive fuels in the project
activity compared to the baseline is inadmissiblee project must therefore recalculate
emissions reductions using the same category df@oboth the baseline and project activity.

In addition, the PDD contains other errors in thkeglation of the baseline and project
emissions. The PDD improperly:

1) Uses a lower plant efficiency factor for the da® in the current PDD - 35.0683-
than was used in the previous version - 35f4ithout explanation.

2) Uses a smaller subset of plants in the new Rbdetermine the top 15% performers,
which results in a higher baseline emissions fac@#4)>° than the government
calculation of (.941y° that was used in the previously rejected PDD.

3) Uses the lower bouhtl of emissions factors for the coal category “othienminous”

in place of the default emissions factor, whiclutessin a difference between the baseline
factor and the project factor that is twice aséaf®28, .895) as the difference that results
from using the default factors (.961, .946).

4) Inexplicably drops the years 2011 and 2012 ftencurrent proposal despite
including them in the previously rejected PDD. Téneso years had lower emissions

131
132

Approved consolidated baseline and monitoring makagy ACM0013, Version 4, available at 5.
PDD Version 03 available at, 39-40

PROJECT DESIGN DOCUMENT FORM (CDM PDD) - Version 03 13, June, 2011 available at, 37

3* PROJECT DESIGN DOCUMENT FORM (CDM PDD) - Version.03, January, 2010 available at 3
135 PROJECT DESIGN DOCUMENT FORM (CDM PDD) - Version 03 13, June, 2011 available at, 39

PROJECT DESIGN DOCUMENT FORM (CDM PDD) - Version 03.1 4, January, 2010 available at 54

Table 1.4 of Chapterl of Vol. 2 (Energy) of the 2006 IPCC Guidelines on National GHG Inventories

133

136
137

=27 -



 SIERRA
@ C LU B C M ‘:'/ f' \S/}I{JiEngﬁarbon Offsets

FOUNDED 1892

reductions than the remaining 8 years of the dreglfteriod and were replaced with
years 2021 and 2022 which had higher calculatedegal

At a bare minimum these errors/ unexplained catimria must be addressed prior to requesting
formal registration. Failing to do so will alteretlappropriate calculations of emissions for the
project activity as well as baseline.
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CONCLUSION

The role of the CDM within the Kyoto framework ig &ssist developing countries in
achieving sustainable development and allow deweslopountries to meet their emission
reduction obligations, with the ultimate objectie¢ reducing overall global emissions and
averting dangerous interference with the climatsteay. Unless a project is additional and
contributes to sustainable development—not onlytenrms of technical compliance with
methodologies, but in fact—it cannot contribute éoals these fundamental goals.

This PDD is riddled with fundamental flaws, andidaio demonstrate that the project
activity will produce additional emissions reducisoas a result of CDM support. On a purely
technical basis, the PDD fails to comply with sev@mportant provisions of thaCMO0013 the
Additionality Too) and other CDM tools and guidelines. But evemé project proponents were
to correct the PDD’s technical deficiencies, thejget activity would not be additional. India is
already rapidly adopting supercritical technologyedo a variety of operational, market, and
regulatory factors. Moreover, the PDD provides sandence that this project needs CDM
support to be financially viable. Indeed, the pcojeroponent has already secured the necessary
financing and is nearing completion of the congtaucof the project.

Thus, approving CDM benefits for new supercritipabjects in India would lead to
excess issuance of CERs, beyond any actual emsssdnctions, and undermine the objectives
of both the Kyoto Protocol and the UNFCCC.

Based on these concerns, we call on Bureau Ve@atfication Holding SAS not to
validate the proposed Project. Should the DOE dftbe project proponent the opportunity to
provide clarifications or corrective action, wepestfully request that stakeholders be given the
opportunity to comment on any further submissions.

Respectfully submitted,

Steven Herz Eva Filzmoser
Sierra Club CDM Watch
steve.herz@sierraclub.org eva.filzmoser@cdm-watch.org
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APPENDIX 1: SUPERCRITICAL PROJECTS IN INDIA 38

Ultra Mega Power Projects

No Name/Location of Thermal| No. of Unit capacity Utility
' Power Station Units (in MW)
1 UMPP, Mundra 5 800 M/s. Tata Power Ltd.
2 UMPP, Sasan 6 660 M/s. Reliance Power Ltd.
3 UMPP, Krishnapatnam 5 800 M/s. Reliance Power Ltd.
4 UMPP, Tilaiya 5 800 M/s. Reliance Power Ltd.
5 Orissa, UMPP 5 800 -
6 Chhatisgarh, UMPP 5 800 -
7 UMPP, Tamil Nadu 5 800 -
Supercritical Thermal Power Stations Completed or Wider Construction
No Name/Location of Thermal| No. of Unit capacity Utility
' Power Station units (in MW)
1 Hissar 2 660 M/s. HPGCL
2 Jhajjar 2 660 M/s. HPGCL
3 Talwandi Sabo 2 660 M/s. PSEB
4 Mundra, Kutch 2 660 M/s. Adani Power Ltd.
5 Meja IV, Uttar Pradesh 2 660 M/s. NTPC Joint Venture
6 Sipat-I, Bilaspur 3 660 M/s. NTPC Limited
7 New Nabinagar, Bihar 3 660 M/s. NTPC Joint venture
8 Krishnapatnam 3 800 M/s. APGENCO
9 Sholapur Thermal Power 2 660 M/s. NTPC
plant, Maharashtra
10 | Barh Super Thermal Power 3 660 M/s. NTPC Ltd.
Station
11 | Raghunathpur-Il, West 2 660 M/s. DVC
Bengal
12 | Gidderbaha Station-I, Punjal 2 660 M/s. PSEB
13 | Sahapur Thermal Power 2 660 M/s. STPCL
Company Limited
14 | Jewargi Power Company of 2 660 M/s. Power Company of
Karnataka Limited Karnataka Company Ltd.

138 Boben Anto, M.M. Hasan, undate&halysis of Supercritical technology in Indian Eaviment and Utilizing
Indian coal at 113.
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No Name/Location of Thermal No. of Unit capacity Utility
' Power Station Units (in MW)
1 Dhenknal, Orissa 2 660 M/s. Lanco Infratech Ltd.
2 Pussurar Region, Raigarh, 3 660 M/s. Infrastructure Leasing
Chhatisgarh & Financial Services Ltd.
3 Chutru region of Jharkhand 3 660 M/s. Infrastructure Leasing
& financial Services Ltd.
4 Chandil region of Jharkhand 3 660 M/s. Infrastructure Leasing
& financial Services Ltd.
5 Bade Dumarpali, Raigarh, 2 660 M/s. Athena Chattisgarh
Chhatisgarh Power Private Ltd.
6 Gondia, Maharashtra 3 660 M/s. Adani Power
Maharashtra Private Ltd.
7 East Godavari, Kakinda 2 660 M/s. Spectrum Power
Generation Ltd.
8 Sinnar, Nasik, Maharashtra 2 660 M/s. Fama Power Co. Ltd.
9 Nagapattinam, Tamil Nadu 2 660 M/s. PEL Power Ltd.
10 | Nandgaon pet, Amravati, 4 660 M/s. Sophia Power Co. Ltd.
Maharashtra
11 | Tamnar Raigarh, Chhatisgar 2 660 M/s. Opelina Finance and
Investment Ltd.
12 | Tamnar Raigarh, Chhatisgar 2 660 M/s. Jindal Power Ltd.
13 | Lathur, Maharashtra 2 660 M/s. Amravati Thermal
Power Ltd.
14 | Machillipatnam, Andhra 2 660 M/s. Thermal Powertech
Pradesh Corporation (I) Ltd.
15 | Gopuvanipalem, Krishna, 3 660 M/s. Nagarjuna Constructio
Andhra Pradesh Company Ltd.
16 | Simar Thermal Power Plant, 2 800 M/s. JSW Energy Ltd.
Junagarh, Gujarat
17 | Salaboni Thermal Power 2 800 M/s. JSW Energy Ltd.
Plant, Paschim Midnapore.
18 Manappad, Tuticorin, Tamil 2 660 M/s. Ind-Bharat Power
Nadu (Madras) Ltd.
19 | Mundra, Kutch, Gujarat 3 660 M/s. Adani Power Ltd.
20 | Sompeta, Drikakulam, 3 660 M/s. Nagarjuna Constructio
Andhra Pradesh Company Ltd.
21 | Central India Power, Phase- 1 668 M/s. Central India Power
Il, Maharashtra Company Private Ltd.
22 | Tanda Expansion, Uttar 2 660 M/s. NTPC Ltd.
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No Name/Location of Thermal No. of Unit capacity Utility
' Power Station Units (in MW)
Pradesh
23 | Katwa, West Bengal 2 660 M/s. WBPDCL
24 | Bakreshwar, Extension 1 660 M/s. WBPDCL
Project
25 | Koradi Extension Project, 2 660 M/s. Mahagenco
Maharashtra
26 | East Coast, Andhra Pradesh 2 660 M/s. East Coast Energy
27 NSL Power, Tamil Nadu 2 660 M/s. NSL Power Private
Limited
28 | Marakanam, Tamil Nadu 4 800 M/s. NTPC Ltd.
29 | Darlipali, Orissa 4 800 M/s. NTPC Ltd.
30 | Lara, Chhatisgarh 5 800 M/s. NTPC Ltd.
31 Kudgi, Karnataka 3 660 M/s. NTPC Ltd. JV with
M/s. PCKL
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