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Comments on the Project Design Document and Application for Validation
Energy Efficient Power Generation by DB Power (Magt Pradesh) Limited — Phase |

July 27, 2011

CDM Watch and the Sierra Club respectfully subrhi¢ following comments on the
Project Design Document (PDD9r Energy Efficient Power Generation by DB Power (Il
Pradesh) Limited — Phase We thank the CDM Executive Board and Designatedr@pe
Entity (DOE), Bureau Veritas Certification Holdirf§AS, for recognizing the integral role of
transparency in the CDM validation process, anddking this comment into consideration.

According to our research, this project should not receive a positive validation
becauseit isnot additional nor did it apply the correct baseline scenario. Quite simply, this
project will use supercritical technology regardless of whether the CDM provides support.

This is a very large and expensive project thapiproved, would generate almost 11
million CERs. Despite the large number of CERs D&ver is seeking, the impact of CDM
support on project costs is relatively small—onbpat 3.5 percent of the overall levelized cost
of electricity (LCOE). For this reason, the addiadity determination is highly sensitive to the
initial assumptions. With a large number of CERSsaue and a small margin of error, this
project activity demands close scrutiny. The DOEffectiveness in ensuring the accuracy,
credibility and completeness of claims by the prbgponsor using conservative assumptions,
and in testing those assumptions against objeetnaence from sources other than the sponsor,
is particularly important in this contekt.

We are confident that after a rigorous examinatibthe PDD, project documents, and
other relevant sources, you will agree that thgggmt should not be eligible for registration and
decline to validate it. However, should you affdiee project proponent the opportunity to
provide clarifications or corrective action, wepestfully request that stakeholders be given the
opportunity to comment on any further submissioefote a validation decision is mat&he
PDD, as submitted, omits assumptions and calculstibat are required to be disclosed under
CDM rules and that are integral to a rigorous revad the project. If the project is validated
without further opportunity for public comment, theoject proponent would improperly benefit
from filing an inadequate PDD by avoiding publicigty of key elements of its proposal.

! CDM, Validation and Verification Manual, Ver. 1.EB 55 report, Annex, ht 5, 7.
2 CDM Validation and Verification Manual, Ver. 1.2BB55 report, Annex,at 9.
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SUMMARY OF COMMENTS

According to our research, the project activitypessented in the PDD, is not eligible for
validation under ACMO0013, thadditionality Too) and other CDM rules, for the following
reasons, detailed explanations on all nine poiatsbe found below:

Additionality

1. CDM support will not lead to additional emissioresluctions because the Government of
Madhya Pradesh has required this project to usersucal technology.

2. The project sponsor failed to evaluate alternatewff structures that would enable the
project to achieve a better rate of return withG@M support. The CDM Executive Board
has already refused to register one Indian supieadrplant on these grounds, and requested
review of another.

Baseline assessment

3. Subcritical technology is not a plausible basefmenew large-scale, coal-fired projects in
Madhya Pradesh, because the State governmentduaseckthat all such plants use at least
supercritical technology.

4. Supercritical technology has become the technotdgshoice for new large-scale coal-fired
power plants in India, and therefore is a more empate baseline than subcritical coal
technology.

5. The PDD fails to adequately assess other “realstit credible” baseline scenarios.
6. The PDD fails to apply the E+ guidelines in deterimj the baseline scenario.

Investment analysis

7. The PDD significantly underestimates the progedt of the subcritical project alternative.

8. The investment analysis fails to provide the datd assumptions necessary for a reader to
reproduce the results.

9. The sensitivity analysis improperly advantagesfioieint subcritical technology by using an
unrealistically narrow range of fuel price variatio
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Additionality

1. CDM support will not lead to additional emissisireductions because the Government of
Madhya Pradesh has required this project to use sigitical technology.

Applicable rules
A project cannot be additional if it is “the onlitexnative amongst the ones considered
by the project participants that is in compliandghwnandatory regulations. 3”

Discussion of non-compliance

The Government of Madhya Pradesh has mandatedsthefisupercritical or ultra-super
critical technology for “any new project using ceal fuel, where the capacity proposed is above
660 MW.™ This stipulation isnot contingent upon the receipt of CDM credit¥he MoU
between DB Power and the Government of Madhya Bha@éso requires that supercritical
technology be employed on this projécthus, as a matter of both regulatory complianag an
contractual obligation, if BD Power wishes to baoal to generate electricity in a project of this
size, it must use supercritical technology on ggect. Accordingly, the use of that technology
cannot be said to generate additional emissionsctiguhs.

Conclusion

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

2. The project sponsor failed to evaluate alternatieeiff structures that would enable the
project to achieve a better rate of return withoGDM support. The Executive Board has
already refused to register one Indian supercritigalant on these grounds, and requested
review of another.

Applicable rules
The Additionality Toolrequires the project sponsor to fully consider‘g®ject without
CDM support” alternativ&.This includes consideration of alternative tastifuctures that would

% Tool for the demonstration and assessment of amiditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysist 5.
* Government of Madhya Pradesh, Energy DepartmémSéptember, 201@olicy, at 2,available at
?ttp://www.mpenerqv.nic.in/docs/PoIicv.pdf

Id.
°PDD, at 2.
"Tool for the demonstration and assessment of antditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysisit 5.
8 Tool for the demonstration and assessment of amiditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysisit 5.
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obviate the need for CDM support. Applying thiseruh its Review of the Project Activity
(3020): GHG Emission Reductions through grid comeagdigh efficiency power generatiche
Executive Board declined to register the propogahtiother Indian supercritical project on the
grounds the project proponent had not demonstadddionality because it “had not considered
a tariff that would enable it to achieve its ROEh&emark and implement the project activity
without considering CDM revenues. °."Moreover, in its recent Request for Review oftaep
Indian supercritical project, the Executive Boamhikrly challenged the failure to consider
alternative tariffs, and instructed the DOE to ‘pd® a sensitivity analysis of the tariff as thss i
a key parameter to the IRR calculatidfi.”

Discussion of non-compliance

The PDD contains no discussion of alternative ftagifuctures that could enable the
project to proceed without CDM support. BD Powes hat even attempted to make a showing
that it will not be able to compete in the markeéthaut CDM support® The relatively small
impact of the sale of CERs on the cost of energglypeced by the project and the fact that BD
Power has committed to develop the project witlODM support, suggest that the project will
proceed without CDM support. BD Power should bguieed to provide a market analysis
demonstrating that the project is infeasible withGDM support and certify that it will abandon
the project absent CDM support.

Conclusion

By failing to consider alternative tariff structsréhat would improve the project’s returns
without the use of CDM revenue, the project spors® failed to meet its obligation to fully
consider the “project without CDM support” as raedi by theAdditionality Tool*?

*http://cdm.unfccc.int/Projects/DB/DNV-
CUK1254830678.73/Rejection/IWNNWJIIB1G6WAG6FIRWS5INBILOEXP, See alsorinal Ruling Regarding
the Request for Registration of Rincon Verde LF@Tdject (3432)“The DOE has failed to substantiate
additionality of the project activity, in particulghe suitability of ... the electricity tariff assied in the PDD... The
(insufficiently justified) tariff is a significantomponent in determining the additionality of thiejpct activity, and
with a 10% increase in the electricity tariff, R for the project activity crosses the benchmark)

10 Registration Request for Review: Greenhouse Gasdion Reductions Through Super Critical Technology
Jharkhand Integrated Power Ltd. (4628)ailable athttp://cdm.unfccc.int/Projects/DB/TUEV-
RHEIN1301452084.68/Review/QHZKRHAKHWRXTR5711DV4J3HEBV/display

1 BD Power intends to sell most of its power in tharket, where there is currently a shortage oplupnd its
competitors do not receive CDM support.

2Tool for the demonstration and assessment of aufditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysisit 5.
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Basaline Assessment

3. Subcritical technology is not a plausible baselifer new large-scale, coal-fired projects in
Madhya Pradesh, because the State government hagsiired that all such plants use at
least supercritical technology.

Applicable rules

In order for an alternative baseline scenario tedesidered undekCM0013 it must be
“possible realistic and crediblé*Thus, the project participant must “exclude basecenarios
that are not in compliance with all applicable legand regulatory requirements!”

Discussion of non-compliance

The PDD erroneously asserts that “[n]either thaandElectricity Act of 2003 nor any
regulation promulgated by the relevant authoristnets the alternative” of subcritical coal as a
potential baselin& In fact, the Government of Madhya Pradesh hasimedjuthe use of
supercritical or ultra-super critical technology fany new project using coal as fuel, where the
capacity proposed is above 660 MV.”

In its assessment of subcritical coal as a potebéiseline, the PDD correctly assumes
that the project would be 1320MW, well above theeshold for application of the Madhya
Pradesh energy policy barring subcritical coal gatunder ACM0013, 660MW and above
projects should have been excluded from consiaerati the baseline assessment because they
would not be in compliance with all legal and regaty requirements.

Conclusion
In order to comply with the requirements of ACMGQz&ither the subcritical technology
alternative should be excluded from the baselisessnent entirely.

4. Supercritical technology has become the techmyl@f choice for new large-scale coal-fired
power plants in India, and therefore is a more apmriate baseline than subcritical
technology.

Applicable rules

In order to identify alternative baseline scenatinderACM0013 the PDD must analyze
“all possible realistic and credible alternativés¢luding “the proposed project activity without
CDM benefits.*” As part of this analysis, the PDD must “[e]nstirat all relevant power plant

13 ACM0013, Ver. 4.0at 3.

4.

15ppD, at 13.

' Government of Madhya Pradesh, Energy DepartmémSéptember, 201®0licy, at 2,available at
http://www.mpenergy.nic.in/docs/Policy.pdf

" ACM0013, Ver. 4.0at 3.
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technologies that have recently been constructeateunder construction or are being planned
(e.g. documented in official power expansion plaars) included as plausible alternativ&$it

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 erroneouslglgdes that the use of supercritical
technology without CDM benefits is not a “realistamd credible alternative.” Supercritical
combustion is a quite mature and well-establisleetiriology. Supercritical processes have been
in commercial use since the 1960s and have achiesaatl global penetration. There are now
over 500 supercritical units in operation worldwferepresenting more than 20 percent of
installed units?

More importantly, the Baseline Assessment fails ctmsider the extent to which
supercritical plants have “recently been constdiobe are under construction or are being
planned” in India. A proper review of the deployrmehsupercritical technology in India would
have shown that:

(1) India is already rapidly adopting supercrititethnology, with about 40 supercritical
projects that are operational or in various stagetevelopment (see Appendix I); and

(2) supercritical technology will continue to ralyidgain market share without CDM
support due to operational advantages, economisectdral drivers and government policies.

The Baseline Assessment makes no effort to distuesse trends, or to explain the
discrepancy between the proposed subcritical bes@ind the stream of supercritical projects
under development as required und&MO0013?*

India is turning away from subcritical technologyral is rapidly deploying supercritical
units. Since the partial deregulation of the power sertd@2003, private sector actors (like the
sponsor) have only invested in 1,120 MW of submalticoal generation in all of India, and have
not undertaken any such projects in the last 3sy@aBy contrast, as of 2010, India had 37

¥d.

Y1d., at 4.

2 Qingshan Zhu, 200%lean coal technology— Gasification vs. (pulvetizoal) combustigrat 4.available at
http://www.interacademycouncil.net/Object.File/Cifa6/338/0.pdf

L World Bank, 2008Clean Coal Power Technology Review: Worldwide Eigmee and Implications for Indjaat
2. available athttp://moef.nic.in/downloads/public-information/L Q@&liaCCTjune2008.pdf

2ppp, at 12.

% Det Norske Veritas, 201®esponse to request for review*GHG Emission Rednstthrough grid connected
high efficiency power generatiopat 12-13, available at
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supercritical units between 660 MW and 800 MW undenstruction, with a combined
generating capacity of 26 G¥/(see Appendix I). At least two other units haveneoonline in
the last 6 months, and at least 8 more with a taglacity of 5280 MW are slated to begin
operations in the next ye&t.As discussed above, the Government of Madhya Bhatias
required the use of supercritical or ultra-supetical technology for all large units, and the
Government of India has also mandated supercriteahnology for the “ultra-mega power
projects” (UMPPSs), a series of 14 projects thabhdave a minimum capacity of 4 GW. So far,
four of the planned UMPPs are in various stagedesielopment® Going forward, about 60
percent of the 75 GW of thermal power contemplatethe 12" Five-Year Plan (2012-2017) is
expected to be supercritical. Thé™Bive-Year Plan (2017-2022) states that 100 peranew
coal-fired plants in shall be supercritiéalSupercritical units are likely to contribute up 36
GW by 2020%®

Other power plant operators in India such as CPd toe National Thermal Power
Corporation (NTPC) are rapidly embracing supealtitechnology. 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®

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 totdl As early as 2008, it had already adopted sup&ariechnology for
units over 500 MW, and was moving towards even driglhleam parameters (ultra-supercritical)

http://cdm.unfccc.int/filestorage/5/L/8/5L.8JTCSFONHYZ4KG2DPU3BEG6Q0A7/3020%20RfR%20response%?2
ODNV.pdf?t=NkVBMTMxMTE4ODIXNS430Q==|Aat17nr3_GfKZWZhGv-2M_yMjQ=.
# International Energy Agency, 201Technology Development Prospects for the Indiand?@ector at 46.
available athttp://www.iea.org/papers/2011/technology developimiedia.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 commissioned3zovernmentFebruary 24, 201 hyvailable at
http://www.igovernment.in/site/ntpc%E2%80%98s-fissipercritical-tech-unit-commissioned-39347
% |nternational Energy Agency, 201Technology Development Prospects for the IndiandP@&ectoy at 47.
available athttp://www.iea.org/papers/2011/technology developmiadia.pdf
" International Energy Agency, 201Technology Development Prospects for the IndiandP@&ectoy at 47.
available athttp://www.iea.org/papers/2011/technology_developmiedia.pdf Central Electricity Authority,
Letter of 2 February 201 @vailable at
?gtp://www.cea.nic.in/more upload/advisory_mop_sig_domestic_mfrs.pdf

Id.
29« arge utilities to get priority on coal supplied,ivemint.comDec. 23, 200%uvailable at
http://www.livemint.com/2009/12/23234919/L arge-itigis-to-get-priorit.htmquote from a CLP managing
director).
30 http://www.ntpc.co.in/index.php?option=com_contevigdv=article&id=96&Itemid=175&lang=en
31 Ministry of Power, Government of Indiavailable athttp://www.powermin.nic.in/
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for upcoming project?? At that time, NTPC already had six 660 MW units spipercritical
technology in advanced stages of construction, aeérs placed for two mof&.lt also had
seven other 660 MW units and sixteen 800 MW unifscbming.®*

Supercritical technology will continue to rapidly agn market share without CDM
support due to operational advantages, market far@nd government policiesSupercritical
technology offers considerable advantages overrgigat. According to NTPC’s Chief Design
Engineer, NTPC switched to supercritical technoltmyits larger boilers due to improved plant
efficiency and fuel tolerance; reduced coal congionpash production and pollutant emissions;
and superior operational performariceAt the same time, NTPC has concluded that the
downsides are minimal or non-existent. Superctitlmailers are a “mature and established”
technology that use materials that are “proven a@nehdy in use” and equally as available as
sub-critical®® Moreover, it also has concluded that project imp@atation and operations and
maintenance are “essentially [the] same as suizalrit’

In addition to the operational benefits of supéical boilers identified by NTPC, other
non-CDM related factors are driving this technobadji shift. Rising coal prices and severe
domestic coal shortages have provided a strongiiveefor operators to install more efficient
generating technology. Over the last five years, persistent coal shosdgeve lead to reduced
electricity productiori, and have forced both plant operatfrgnd the country’s main coal

32 Superecritical Technology in NTPC India-A Brief Oviem, presentation by Pankaj Gupta, Chief Design Eragine
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/procagdiCleanerCoal/Hal ong_2008/Day%202%20Session%203A
%20%20Pankaj%20Gupta%20Supercritical%20Technolo@88220.pdf

3 Sipat-1 (3x660MW) and Barh-I (3x660MW) were in amced stages of construction, while orders had been
placed for Barh-Il (2x660MW)Supercritical Technology in NTPC India-A Brief @yiew, presentation by Pankaj
Gupta, Chief Design Engineer, NTPC to APEC Energykivig Group’s Cleaner Coal Workshop, Ha Long City,
Vietnam August 19-21, 2008, at 16, 24ailable at
http://www.egcfe.ewqg.apec.org/publications/procegdiCleanerCoal/HalLong_2008/Day%202%20Session%203A
%20%20Pankaj%20Gupta%20Supercritical%20Technolo@®ea20.pdf

3 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 ErggindTPC 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/procagdiCleanerCoal/Hal ong_2008/Day%202%20Session%203A
%20%20Pankaj%20Gupta%20Supercritical%20Technolo@88220.pdf

*1d., at 10.

*®1d., at 13.

¥1d.

¥ 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 Academic)

% See, e.g “Thermal plants’ coal shortage worseniBgsiness Ling Apr. 4, 2005available at ; “Thermal plants
face acute coal shortage (coal stock at 8,689anitibnnes against normal replacement of 22 millilomes),"India
Business InsightApr. 2, 2008 (LexisNexis Academic); “Coal situatiworsens at thermal stations (several stations
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producef’-- Coal India -- to increase coal imports. As aitedndian coal imports grew by 36
percent between 2007 and 2009, reaching 16.5 pevtéstal consumption in 2008.

Imported coal is considerably more expensive thameastic coal, since state-r@oal
India subsidizes domestic coal by as much as 50 peredmivtglobal priced® As of 2008, coal
prices were 633 percent higher in Germany and 496ept higher in Chinese Taipei than in
India (see charts below). This situation is unsnatde, and Coal India has expressed its intent
to more closely align its prices with world mark&t€oal India raised prices by 12 percent in
February, 2011. While this price hike excluded fsmwver sectof? future price hikes are
expected to cover all sectdfs.

Indian Steam Coal Prices 2001-2008

]
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Source: ELA hitn: i eis o v mswlint eerist ion slist miors sc him

super critical with stocks for less than 4 dayi)dia Business InsighMay 9, 2008available at
http://www.thehindubusinessline.com/2008/05/09is&2008050952240100.htiCorporate power crisis looms
large as key thermal stations starve for cdaysiness LingAug. 9, 2008available at
http://www.thehindubusinessline.com/2008/08/09is&2008080950460300.htiilnadequate coal linkages hit
power stations,The Press Trust of Indidan. 26, 20Q%vailable athttp://www.highbeam.com/doc/1G1-
192610842.htmj “Govt revises coal import target upwards to 35 M FY'10,” The Press Trust of IndiaMar. 20,
2009 (LexisNexis Academic); “Thermal stations couné to battle coal shortage8usiness LingApr. 16, 2009,
available athttp://www.thehindubusinessline.com/2009/04/16ie&12009041651511500.htrtShortage of coal,
gas to hit power sectorfFinancial ExpressNov. 2, 2009 (LexisNexis Academic); “Indian markeady for plants,
but needs steady supply of codbfatts Coal OutlookNov. 16, 2009 (LexisNexis Academic); “India’s NCRhuts
two coal plants on coal shortageBJatts International Coal ReparNov. 23, 2009 (LexisNexis Academic).
“0“Adani to invest $1.6 billion in Indonesian projgcReutersavailable at
http://in.reuters.com/article/2010/08/25/idINInd54045420100825
“L“CIL readies war chest for acquiring overseas sih€he Asian Ageavailable at
http://www.asianage.com/business/cil-readies-wastlacquiring-overseas-mines-082
“2|EA Coal Statistics, 2010.
“3“CIL to hike coal prices by 15 pc from tonighfimes of IndiaFebruary 26, 201hvailable at
nttp://articles.timesofindia.indiatimes.com/2011—2H/india—business/28636394 1_coking-coal-coal-petidn-cil
Id.
;‘z http://articles.economictimes.indiatimes.com/20Bt16/news/28697785_1 price-hike-salary-hike-cil
Id.
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In addition, sector analysts have warned that Aseal markets, including India, are
increasingly subject to greater price volatilityedw surging demand and a high correlation with
oil prices?’ Rising and volatile coal prices will squeeze plapérator profit margins. The cost of
fuel inputs can account for 40-60 percent of thaltoost of generatioff.

When the costs of coal are considered, superdrhimiders are now cost-competitive or
cheaper than subcritical ones. Modern supercrigitaalts 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 shlolbe possible to get gross efficiency
of 38-40%at an economically attractive coftr all new coal-based plant3:(emphasis added).
Other studies have similarly found that superailtiechnologies 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” expected to produce

*"UBS, 2011Global Utilities Outlook 2011at 10.

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

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

*0|d.; “Fire without smoke making the switch (supercatitechnology considerably lowers the costs of baaed
power generation),lndia Business InsighAug. 29, 2007.

>1 Planning Commission, 200Bitegrated Energy Policy: Report of the Expert Cdtteg at 49.

*2 Center for Science and Environment, 201ide Challenge of the New Balaneg 35.

3 MIT, 2007.The Future of Coalat 19.
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power at tariff rates well below those that areneenically feasible from subcritical plants, due
to their operational efficiency and economies @i’

Given persistent coal shortages, rising prices hwiedneed to address massive power
supply deficits, the Government of India (“Govermtighas placed a “very high priority [on]...
developing or obtaining the technology for coaldghplants of high efficiency’® Towards this
end, it is adopting policies to encourage poweregaiors to move to supercritical or even ultra-
supercritical technology. The Government has maddbat all of the “Ultra-Mega Power
Plants” use supercritical technologyln 2009, the Power Ministry and the Coal Ministry
decided to use only supercritical technology fowngapacity additions wherever possibie.
Finally, the Government is considering new policibat would give supercritical generators
priority access to scarce coal suppfitand may even ban subcritical plants altogether.

Conclusion

To address both market and policy risks, powertpdgerators now have a strong, non-
CDM-related incentive to install supercritical teckogy, which is wholly unrelated to CDM
status. Given these trends, and the large set éreutical units already in operation or in
planning, it is clear that supercritical technoldgythe coal technology of choice in India. DB
Power seeks to register a project in the CDM fangis technology that is already heavily
promoted by Government of India policies, widelyugse, and cost effective. The project is
therefore clearly non-additional.

5. The PDD fails to adequately assess all “reatisind 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 activRYACM0013makes clear that (1) “[t]hese
alternatives need not consist solely of power glant the same capacity, load factor and

> See, e.g“Rs 1.19 per unit tariff feasible: Shahihe Press Trust of Indi@ec. 19, 2006 (“Government today
said the Rs 1.19 per unit tariff proposed by Laimfmatech for the 4,000 MW Sasan Ultra mega powejegt is
feasible . . . "Super critical system gives yowaduaantage of fuel input and cost of power which lelped
lowering the tariff," he said.”) (LexisNexis Acadamn

%5 http://planningcommission.nic.in/reports/genrep/iepengy.pdf

%% International Energy Agency, 201llechnology Development Prospects for the Indiand?@ectoy at 47.
available athttp://www.iea.org/papers/2011/technology developmiedia.pdf

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

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

*943ub-660 MW plants face deniaFinancial ExpressJan. 5, 2010.

% ACM0013, Ver. 4.0at 3.
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operational characteristics™ (2) the alternatives “may not be available to ecojparticipants,
but could be available to other stakeholders withie 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 decuiation.®*

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 discrepafficy

Discussion of non-compliance

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

Energy efficiency and demand side managemeriEnergy 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, transmrisaial distribution losse§® 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, “efficienower plants’—i.e.,
bundled sets of energy efficiency programs thatd=iver the energy and capacity equivalent of
a large conventional power plant—should have bemrsidered on the same basis as supply
alternatives in the baseline scenario anaR’siBhe Government of India has recognized the

®ld.

®2|d., at 4.

®d.

*1d.

®1d., at 4.

% planning Commission, 200ftegrated Energy Policy: Report of the Expert Catteg, at xx.

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

% See, e.g., the World Bank’s recent support forswlistribution of compact flourescent light bulbsBangladesh.
http://siteresources.worldbank.org/EXTENERGY2/Reses/ELIB_Presentation.pdleg Gottstein, Planning,
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critical importance of energy efficiency in closihgdia’s chronic 8-10 percent supply deficit.
Recent studies have found that end-use efficiengyravements could eliminate the supply
deficit by 2013° reduce effective demand by over 20 peréatd approximately $500 billion
to India’s economy by 201%,and reduce the India’s cumulative £€nissions by 65 Mt

Reduction of transmission and distribution losselhe PDD entirely omits any analysis
of the potential for improvements in transmissiod distribution efficiency, despite the fact that
Madhya Pradesh suffers from loss rates of 34 pefé@ecause these loss rates are so high, a
recent evaluation by the Asian Development Bankckamed that “the most critical issue facing
the power sector in Madhya Pradesh is the higtribligion losses” Nationally, reducing
transmission and distribution losses is alreadypagovernment priority” as the extraordinarily
high national loss rates place a huge strain oretomomy and threaten the viability of energy
sector’® Simply raising Indian transmission and distribotiefficiencies to international best
practices (less than 10 percent losSesjuld eliminate the need for as much as 30 GWiwoit
additional capacity®

Natural gas: The PDD discusses natural gas as a credible ditegndut dismisses it
after concluding that a natural gas plant wouldegate much more expensive electricityThe
basis of this assertion is that the capital costasfstruction of a new gas-fired plant would be
about 33 percent greater than a subcritical coahtp! However, most published figures
estimate the cost of a new combined cycle natwaslfgcility at around 35 percent of the cost of

Financing and Building Efficiency Power Plants: Riedory Practices in California and Other Statdse T
Regulatory Assistance Project (2008), availablewvatv.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
% Jayant Sathaye and Arjun P. Gupta, 2@l6ctricity Deficit through Energy Efficiency india: An Evaluation of
Aggregate Economic and Carbon Beng(fitawrence Berkeley National Laboratory).
0 Greenpeace India. 2009till 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.
2 Jayant Sathaye and Arjun P. Gupta, 2@l8ctricity Deficit through Energy Efficiency india: An Evaluation of
Aggregate Economic and Carbon Bengffitawrence Berkeley National Laboratory).
3 Asian Development Bank, 201Bvaluation Study: India: Madhya Pradesh Power SeBevelopment Program
%t iv; available at http://www.adb.org/documents/ppers/ind/29473/29¥NDB-PPER. pdf

Id.
> International Energy Agencfechnology 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(#009/11/stillwaiting.pdf
8 Shankar Sharma, 201lhdian Power Scenario: Huge scope for low carboergg pathway
PDD, at 25.
8 pDD, at 24, 25.
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a new coal plafit. If more reasonable construction costs are assuthed. COE of natural gas
would likely be lower than the subcritical or sugprdical alternatives, and would have
substantially lower C&:missions

Solar thermal: The PDD discusses only photovoltaic sources, anahsarily dismisses
them as variable and incapable of producing baad fwowef? 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 powas India’s coal reservé&s.The Government
of India has identified capturing the “low hangiogtions” in solar thermal as a national priority
in the first phase of the national solar mis<ibAs both the fuel and construction costs of coal-
fired power plants have rapidly escalated, theepdiferential between coal and solar thermal
power has been dramatically narroWédFurthermore, India already has a solar power
manufacturing sector to rely on for increased ghointthis are&®

Strengthened grid connectiong:he PDD references the use of connected grids porim
electricity, but dismisses this alternative becaafsine transmission deficit. However, this quick
dismissal ignores the fact that the deficit is @ity a result of the focus on building new power
plants, rather than investing in grid improvemeartd end-use efficiency.

Wind and Biomass:The PDD dismisses power from wind and biomass awith
meaningful analysis. However, India has an enornpmtisntial of 46 GW of winf and 27 GW
for biomas<€® While windpower does not, by itself, serve as lmk generation, it can be
integrated with demand-side management, transmissistem upgrades, hydropower and
existing fossil-fired generation to reduce or ehate the need for additional coal-fired plants.

8. See, National Energy Technology Laboratory, U.&p@tment of Energy;ost and Performance Baseline for
Fossil Energy Plants; Volume 1. Bituminous Coal &fadural Gas to ElectiricityRev. 2, November , 2010, ES-5,
ES-7 http://www.netl.doe.gov/energy-analyses/puttBase_FinRep_Rev2.pdf

%2 ppp, at 17.

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

8 Jawaharlal Nehru National Solar Mission: Towardsidng SOLAR INDIA, at 3,available at
http://india.gov.in/allimpfrms/alldocs/15657.pdf

% David Wheeler, 2008Tata Ultra Mega Mistake: The IFC Should Not Getad by Coalavailable at
http://blogs.cgdev.org/globaldevelopment/2008/Q8/tdtra-mega-mistake-the-if.php

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

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

8 An Overview of Renewable Energy in Indial4.available at
http://www.geni.org/globalenergy/library/energytdsicurrentusage/renewable/Renewable%20Energy%o2itRdte
%20for%20India%5B2%5D_%5B1%5D-1 .pdf

8 «“powering India with Rice Husks? An Interview wiatnesh Yadav from Husk Power Systenasdilable at
http://sierraclub.typepad.com/compass/2011/01/pmgendia-with-rice-husks-an-interview-with-ratneghdav-
from-husk-power-systems.html
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These options should have been more rigorouslyuated both alone and in combination with
other options.

Conclusion

Each of these potential alternatives is alreadydeemnplemented in India, and some,
such as end use efficiency, reducing transmissigsels, and solar thermal, are a matter of
national priority. Yet contrary to the requiremeiSACMO0013 the PDD makes no effort to
explain the discrepancy between such actions antidkeline scenario. The PDD also makes no
effort to assess how these alternatives can be ioeshbn 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 exchusibe supported by “appropriate
explanations and documentation”, the PDD offerewidence other than conclusive statements
about the various risks associated with each atme UnderACMO0013 the PDD must clearly
justify the conclusion that these and other altévea are not plausible options. It has not met
this test.

6. The PDD fails to apply the E+ guidelines in dataning the baseline scenario.

Applicable Rules

E+ guidelines require that national or sectoraigies that give comparative advantage to
more emissions intensive technologies or fuels @aly be accounted for in establishing the
baseline scenario to the extent that they existeat po the adoption of the Kyoto Protocol.
Where such policies are in place, the baselineasteishould refer to a hypothetical situation
without the national and/or sectoral policies gulations>

Discussion of non-compliance

The Government of India has a longstanding politgubsidizing the consumption of
coal for power production by having its state-ownedl! enterprises sell coal to power producers
at prices that are well below market ratesVhile this subsidy was in place before 1997, & ha
dramatically increased since then. In 1997 coalgsrion international markets were 350 percent
above domestic prices; by 2008 (the most recent fpgavhich data was available), they were
700 percent above domestic pri¢éghe difference between the prices charged by thege-
owned enterprises and prevailing international magtices represents a subsidy that gives a

% EB 22, Annex 3, paragraph 7(a)

91 http://www.coal.nic.in/chap10102.pdf

%2 Data gathered from ElAtttp://www.eia.gov/emeu/international/coalprice.htrindian Coal Ministry Annual
Reportshttp://www.coal.nic.in/welcome.htmIBP 2011 statistical review:
http://www.bp.com/sectionbodycopy.do?categoryld=0&fbntentld=7068481 and IEA Coal Statistics 2010
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comparative advantage to coal-fired power plantr aleaner modes of energy production, and
to inefficient coal-fired power over more efficieobes. Accordingly, under the E+ guidelines,
alternative baseline scenarios should have beeluaged as if the level of coal subsidy that
existed on December 11, 1997 were still in place.

Conclusion

Under the E+ guidelines, the baseline scenarialldhbave been assessed under the
hypothetical situation in which subsidies as the&isted on December 11, 1997 were still in
place. By conducting the analyses using the mudgeéni current subsidy rates, the PDD
improperly privileges less efficient subcriticalato

| nvestment Analysis

The PDD significantly underestimates the project cost of the subcritical project
alternative.

Applicable Rules

Data and assumptions presented in the investmetysas of baseline alternatives must
be accurate, conservative, credible, reliable, aamhplete” It must stand up to objective
analysis when compared with other sources of inétion >

Discussion of hon-compliance

The PDD estimates that the subcritical alternatinelld have a project cost of 40,170
million INR (€ 629 million) for a 1320 MW equivaléfecility.® This estimate is incredibly low.
It works out to approximately € 461/MW, about halfthe usual cost of around € 827/MW for
such plant€® This assumption is the key factoin generating an estimate that claims that the
subcritical alternative enables generation of elgty at substantially lower cost than the base
project. The PDD estimates that the natural g&sreltive would have a project cost of 53,657

zj CDM, Validation and Verification Manual, Ver. 1.2B 55 report, Annex,hat 5, 7.

Id., at 7.
“PDD, at 23. In support of this estimate, the PD2mefices a tariff proceeding. However, from thenaice
provided it is impossible to determine the scopthefproject to which the costs are applied.
% See, U.S. Environmental Protection Agentyailable and Emerging Technologies for ReducingegBhouse Gas
Emissions from Coal Fired Power Plants, Exhibit 322tober , 2010,
http://www.epa.gov/nsr/ghgdocs/electricgeneratidf).pee also
http://www.deqg.state.mi.us/aps/downloads/permitshRatice/341-07/AlternativesAnalysis.pdf
" There are a number of other questionable assunspéimployed that require additional documentatibhese
include the debt to equity ratio, and the debt fexmong others.
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million INR (€ 840 million). This figure (€ 637/M\\is far higher than provided in the public
literature’®.

Conclusion

The PDD used an unreasonably low estimate of progests for the subcritical
alternative, one that is a substantial outlier witempared to credible estimates of similar
projects by parties that do not have a stake inotiteome of the analysis. The PDD also
employs an unreasonably high estimate of projestscior the natural gas alternative. Had more
reasonable assumptions been used the subcritteshative would not have emerged as the
lowest cost option.

8. The investment analysis fails to provide the @aind 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
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

% See, National Energy Technology Laboratory, U.&p@tment of Energyost and Performance Baseline for
Fossil Energy Plants; Volume 1. Bituminous Coal &ladural Gas to ElectiricityRev. 2, November , 2010, ES-5,
ES-7
http://www.netl.doe.gov/energy-analyses/pubs/BitBasnRep_Rev2.pdf
% Tool for the demonstration and assessment of amiditity, Ver. 5.2, Annex: Guidance on the Assestofen
Investment Analysigt 12.
190 ACM0013, Ver. 4.0at 4;Tool for the demonstration and assessment of axtditity, Ver. 5.2at 7.
191 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 thecarbl
exact read-only or PDF copy shall be provided femagyal publication. In case the PP wishes to btadk-
certain elements of the publicly available versmigjear justification for this shall be providedthe
UNFCCC secretariat by the DOE when requesting tegisn.”
102 ACM0013, Ver. 4.0at 4;Tool for the demonstration and assessment of axtditity, Ver. 5.2at 7.
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and benefits in the case of public investdfs.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 regquto 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 aptigthout 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;

e Demonstrate how revenue from the CDM would afféet financial viability of the
project activity, and cause supercritical techngltmbecome the preferred option;

o 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 eegimght 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 deficiefitiand the proper response to such a

103 |d

194 ACM0013, Ver. 4.0at 4.

1%5Tool for the demonstration and assessment of amhditity, Ver. 5.2at 7;ACM0013, Ver. 4.0at 4.

%°ppp, at 30.

7see e.g., Review of Project Activljichuan Liangtan Hydropower Station Second PhasgeBr (2410),
available at
http://cdm.unfccc.int/Projects/DB/DNVCUK1197870388/Rejection/MAXINKAXZBW732JI3W56I1249GFEQE3
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-
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woefully deficient PDD is for the DOE to refuse validate this project activity. However, if

Bureau Veritas allows the project sponsor to anteedPDD to include this material, it must also
afford the public an opportunity to comment on thgplementary material. Otherwise, the
project sponsor would evade public scrutiny of ingestment analysis by submitting an
inadequate PDD.

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

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 v@ns “should at least cover a range of +10%
and —10%, unless this is not appropriate in theearof the specific project circumstancé®”
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.

CUK1182338073.37/Rejection/O02TQOVFWPHDSIUDDMFE7KXEN81MN Review of Project Activity: BHL
Palia Kalan Project (1184), available at
http://cdm.unfccc.int/Projects/DB/DNVCUK1182235542/Rejection/ED7ZTMB2J3G28EMMVW1C3A0S9Z6E
BP

1% Tool for the demonstration and assessment of amhditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysigt 15.

109 Id.

1O ACM0013, Ver. 4.0at 4;Tool for the demonstration and assessment of atditity, Ver. 5.2at 7.

1 ACMO0013 Ver. 4.0, at 4.
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Discussion of non-compliance

The PDD’s sensitivity analysis does not accountréasonable variations in the price of
coal. It limits its analysis to the minimum randeaoalysis of +/- 10 percent, despite the fact that
recent fluctuations have been much higher, and enarknds suggest that prices are likely to rise

significantly*2

The PDD seeks to justify an unrealistically narrelv 10% range of analysis by arguing
that because Coal India last raised prices in FeprB011, and previously had not raised prices
since October 2009, “the coal prices had remaihedsame for more than a year which implies
its stability and hence, any variation in theseesibeyond 10%, if at all, is unlikely*® This is
an almost comically inadequate treatment of theeis#t relies upon a single data point to the
exclusion of observed market trends, coal sectalyats’ forecasts, and other data sets and risk
assessments. It falls far short of the kind of mags market analysis that a reasonable company
would undertake to ensure that its decisions aracitordance with fiduciary obligations to
shareholders. Just as such a cursory and conclasatysis would not meet fiduciary standards
in the corporate context, neither should it satmefpimal standards of care in the CDM context.
In short, this is a wholly inadequate determinatbthe appropriate range of analysis.

In fact, contrary to the PDD’s assertion that quates have remained stable over time,
they have actually fluctuated by as much as 100gmiin recent years in the Indian market, and
much more in the international markets (see presvmice graphs). Asian coal markets generally
are increasingly subject to greater price volgtitiie to surging demand and a high correlation
with oil prices™** As discussed in section 5, India is currently eigmeing severe coal shortages
and there is strong upwards pressure on coal preea result, coal prices in India have risen 25
percent in the last quarter aloft8. These shortages have constrained electricity jtamhy°

Y2ppp, at 25.

3 pPDD at 26

14 UBS, 2011.Global Utilities Outlook 201at 10.

15 Moneycontrol, Rise in power tariffs may furtheefinflation, says RBlavailable at
http://www.moneycontrol.com/news/economy/risepovegiffs-may-further-fuel-inflation-says-rbi- 5688%56ml
H15ee, e.g“Thermal plants’ coal shortage worseniBaisiness Ling Apr. 4, 2005 available
athttp://www.thehindubusinessline.com/2005/04/04is&i?2005040401750500.hgMThermal plants face acute
coal shortage (coal stock at 8,689 million tonrgairast normal replacement of 22 million tonne#)dia Business
Insight Apr. 2, 2008 (LexisNexis Academic); “Coal situatiworsens at thermal stations (several statiopsrsu
critical with stocks for less than 4 daysipytlia Business InsighMay 9, 2008,

available athttp://www.thehindubusinessline.com/2008/05/09ie&12008050952240100.htimCorporate power
crisis looms large as key thermal stations staovedal,”Business LingAug. 9, 2008available at
http://www.thehindubusinessline.com/2008/08/09is&2008080950460300.htimilnadequate coal linkages hit
power stations,The Press Trust of Indidan. 26, 20Q0%vailable athttp://www.highbeam.com/doc/1G1-
192610842.htmj “Govt revises coal import target upwards to 35 M FY'10,” The Press Trust of IndidMar. 20,
2009 (LexisNexis Academic); “Thermal stations couné to battle coal shortage8usiness LingApr. 16, 2009,
available athttp://www.thehindubusinessline.com/2009/04/16ie&1R2009041651511500.hfrtShortage of coal,
gas to hit power sectorfFinancial ExpressNov. 2, 2009 (LexisNexis Academic); “Indian markeady for plants,
but needs steady supply of codbfatts Coal OutlookNov. 16, 2009 (LexisNexis Academic); “India’s NCRhuts
two coal plants on coal shortageBJatts International Coal ReparNov. 23, 2009 (LexisNexis Academic).
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and have forced plant operatdfsand Coal Indi&® to increasingly source coal from more
expensive international markéts. Analysts expect this situation to worsen, as thertage is
likely to grow to 250 to 350 million tons over thext 3-4 yeard? The Indian Power ministry
predicts that the shortage will leave up to 42,000 of new generation capacity unable to
generate electricity?* Moreover, while Coal India has historically sutiséti domestic
consumers by selling its coal at well below intéioaal rates, these subsidies are proving to be
unsustainable, and Coal India has stated thatliglow its prices to rise to better reflect gldba
markets'?? That is why Coal India raised prices by 12 perdanEebruary, 2011, and further
price hikes are anticipatét®

The Indian Government is also considering a Minad Minerals bill that would
significantly raise the costs for coal mining comies™** New mines would be required to
provide 26 percent of their profits to local resitse while royalty dues to the government would
likely double’®® With domestic coal prices heavily discounted imparison with international
prices, market analysts believe Coal India carerprices without adversely affecting profits—a
likely move considering the affect the bill is @dy having on Coal India’s stock prit@.

In the face of all these trends, it is fancifulstmblithely assume that coal prices will only
fluctuate 10 percent from the base case over thedar project period. A sensitivity analysis
that more accurately reflected the current votgtiln the Indian coal market would almost
certainly show that supercritical coal is the mfinancially or economically attractive baseline
under certain reasonably likely market conditionthile modern supercritical plants typically
cost about 2 percent more to install than subatifitants?’ they can deliver energy at the same
or lower costs over their operating life due toitmeduced fuel cost&? That being the case, a

17 «Adani to invest $1.6 billion in Indonesian projgcReutersavailable at
http://in.reuters.com/article/2010/08/25/idINIndia945420100825

H8«C|L readies war chest for acquiring overseas miEhe Asian Ageavailable at
http://www.asianage.com/business/cil-readies-wastlacquiring-overseas-mines-082

H19|EA Coal Statistics, 2010.

120 Sharma, Ravi. Coal shortage to rise between 25@rBB0 mn tonne in next 3-4 yrs: Adani Power.
http://articles.economictimes.indiatimes.com/207120/news/29795017 1 growmore-trade-coal-shortayeep
rates

2L sasi, Anil. Coal shortage may trip 42,000 MW of nenwjects.

http://www.thehindubusinessline.com/industry-andreamy/article1991364.ece?homepage=true
122
Id.

123 hitp://articles.economictimes.indiatimes.com/20 Bt1G/news/28697785_1_price-hike-salary-hike-cil
124 Share your profits mining bill will raise costs alfoundhttp://www.firstpost.com/politics/share-your-prafit
Er;éninq—bilI-wiII-raise-costs-aII-around-38372.htmI

Id.
126 Coal India slips over 12 pc since June; miningWw#ighs
http://articles.economictimes.indiatimes.com/207110/news/29761308_1_mining-bill-nc-jha-mmdr-bill
127 Boben Anto, M.M. Hasarnalysis of Supercritical Technology in Indian Eowiment and Utilizing Indian
Coal, at 113.
128 MIT, 2007.The Future of Coalat 19; Center for Science and Environment, 20h@. Challenge of the New
Balance at 35.
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rigorous sensitivity analysis would have shown tlaata certain coal price, supercritical
technology will surpass subcritical as the mosafiicially or economically attractive alternative.
The Additionality Tool requires that the sensityvanalysis determine if this “switching price”
will occur within a “realistic range of assumptioHd® It further requires the DOE to
independently assess “the probability of the o@nwe of this scenario in comparison to the
likelihood of the assumptions in the presentedsovent 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.

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 éo8ls 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@émportant 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. The
project is required by regulation and contractge gupercritical technology. Moreover, India is
already rapidly adopting supercritical technologyedo a variety of operational, market, and
regulatory factors. Thus, approving CDM benefitstfas project would lead to excess issuance
of CERs, beyond any actual emissions reductiond, tardermine the objectives of both the
Kyoto Protocol and the UNFCCC.

Based on these concerns, we call on Bureau Ve@iastfication Holding SAS not to
validate the proposed Project. However, should 8urderitas afford the project proponent the

129 ACM0013, Ver. 4.0, at 4fool for the demonstration and assessment of auiditity, Ver. 5.2, at 7.
130 Tool for the demonstration and assessment of aufditity, Ver. 5.2, Annex: Guidance on the Assessofen
Investment Analysist 15.
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opportunity to provide clarifications or correctivaction, we respectfully request that
stakeholders be given the opportunity to commerdronfurther 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 PROJECTSIN INDIA®!

Ultra M ega 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 Under 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.

131 Boben Anto, M.M. Hasan, undate&halysis of Supercritical technology in Indian Eraviment and Utilizing
Indian coal at 113.
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Proposed Supercritical Power Stations

Name/Location of Thermal

No. of

Unit capacity

Mo Power Station Units (in MW) Sl
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 | Machillipatham, 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.
Pradesh
23 Katwa, West Bengal 2 660 M/s. WBPDCL
24 | Bakreshwar, Extension 1 660 M/s. WBPDCL
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No Name/Location of Thermal No. of Unit capacity Utility
) Power Station Units (in MW)
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

-26 -




