What is Adani?

Adani Group is an industrial conglomerate with many interests. The three
subsidiaries involved in Carmichael mine are Adani Enterprises, which intends
to develop the mine and rail line; Adani Ports, which leases and operates Abbot
Point terminal; and Adani Power, which is supposed to be the principal
customer for Carmichael coal, and the original raison d’être for the project.
Adani Power
owns & operates five coal power plants in
India, with total capacity of 10.4 GW.
Since 2012, they have been losing money,
with another US$900 million loss this
year. Expansion plans have been halted.
Mundra, the biggest plant, is currently
not economically viable, burning the
company’s own Indonesian coal. They
applied to access domestic Indian coal.

Since the Carmichael mine was conceived as a way to get coal for
Adani’s very ambitious expansion - to 20 GW in less than a decade the electricity scene in India has been utterly transformed. $15 billion
worth of coal generation assets are for sale, with no buyers.
Renewable installed capacity is 57.5 GW (June 2017. Australia has about
10 GW) & hydro 44.4 GW. Hydro is cheap in India (less than half
current coal) and plentiful. The country is on target to have 175GW of
wind & solar by 2022, and 275GW, (56% of capacity zero-carbon) by
2027. Stranded coal assets are already a reality in India.

Why is Carmichael mine commercially impossible?
(despite the company’s claims)
Adani Enterprises acquired Carmichael lease in 2010, when thermal coal
was worth around US$140/tonne. Right now, it is $50-60/t; forward market
price is below $68/t to 2020. This is a big problem for Adani.
• On current conservative estimates, a tonne of Carmichael coal on-board at
Abbot Point would cost US$61. By first delivery in 2020-22, this would
amount to a loss of $2-3/t before debt financing costs.
• The coal is high in ash and would be discounted up to 30%.
• The company’s ‘pit-to-plug’ strategy, with off-take by its own expanded
fleet of generators is no longer viable. It would need to find customers in
SE Asia for expensive coal in a shrinking global market.
The large amounts of loan capital required (US$5.3 billion for a 25Mt/y
mine with no port expansion; about US$15 billion for the full project) would
need two to three decades to amortise and return the investment, and a
price of $100-110/t at an Indian port. Neither stipulation is ever going to
happen because the international coal market is in permanent decline.
Coal is no longer the cheapest source of electricity in India. Mean grid
tariff in India is currently US$57.75/MWh. Adani Green Power’s first wind
power reverse auction brought a contract at US$52/MWh. India’s biggest
solar project to date at Rewa, in Madhya Pradesh, is going ahead with a
contract for US$44/MWh. Utility soar costs declined 30% last year, and are
expected to drop another 20% this year.
Adani Group is not in a good position to finance even a scaled-down
project. IEEFA estimates group net debt at US$15.893 billion (May 2017). To
date, none of the usual lenders to greenfield coal mines has expressed
confidence in the project. All competent analysts, most financial institutions,
and many businesses now see thermal coal as a stranded asset waiting to
happen. In view of growing international commitment to decarbonisation, it is
inconceivable that a big mine, starting now, would still be producing in 20 or
30 years - the time it would take to be profitable.

India: coal’s great hope? … not any more
At the end of 2016, the Indian government published a draft

National Electricity Plan
The 5yr plan updates its 2012 predecessor, considered at the time to
be extremely ambitious. Now, however, it doesn’t look so bold at all.
• The 2022 target of 175GW of renewable power included in India’s
Paris INDC is expected to be achieved, plus an additional target of
275GW by 2027.
• No new coal generation will be required until at least 2027.
• Non-fossil fuel power is predicted to make up 46.8% of installed
capacity by 2021-2, and 56.5% by 2027.
• The share of coal generation is expected to be flat to 2027.
• Average coal plant load factor (fraction of capacity used) has
declined from 70% to 62% in four years.
• If renewable costs continue falling as they have done, the new
targets may easily be beaten within the decade.

No expansion of coal generation in India from 2022, according
to the new National Electricity Plan

Why any new coal mines, anywhere, are
impossible … if we are serious about Paris
In Paris in December 2015, 192 governments, on
behalf of their citizens solemnly committed to:
“holding the increase in the global average temperature to
well below 2 °C above pre- industrial levels and pursuing
efforts to limit the temperature increase to 1.5 °C above
pre- industrial levels.”

This promise, the first of its kind after 25 years of
failure, and the best hope of the world’s people for
avoiding climate disaster, has consequences.

• A “carbon budget” can be calculated - a range of estimates for
how much more CO2 & methane we can put into the air before
breaking the limits we set ourselves.
• A ‘middle of the range’ estimate for the carbon budget (600
billion tonnes of CO2) would be gone in 15 years at present
rates.
• More than 80% of all the world’s fossil fuel reserves cannot
be burned, but must stay where they are.
• Over 90% of all existing coal reserves in Australia must be
left where they are.
• No new coal mines, oil or gas fields can be exploited.

“policy makers’ instincts to exploit rapidly and completely
their territorial fossil fuels are, in aggregate, inconsistent
with their commitments to this temperature limit.”
McGlade & Ekins, Nature 2015; 517, 187

After Paris, there is no more ‘business as usual’
There is only responsibility … or neglect

Figueres, et al, Nature, 2017; 546, 594

The path to 2℃
By signing at Paris, governments undertook a new task:
guiding their societies through an economic transition to
a zero-carbon future.
Not at a time of their choosing, but as fast as the
situation requires.
This diagram shows what we need to do.
Total greenhouse gas emissions must peak by 2020, and
decline to nothing over the next 20 years.
Waiting, even a few years, makes this impossible.

In summary
1. The promise of Adani is false
• Adani power can’t use the coal
• 300 million Indians won’t get electricity from Galilee coal
• There are no South East Asian markets for the coal
• Coal will not be ‘a big part of the energy mix’ in 30 years
2. The Queensland economy doesn’t depend on coal
3. Unless our governments forget all about Paris, we can’t dig
up any new coal. No one can
4. The real work of governments after Paris is managing the
ordered exit of old energy and welcoming the new.
• This is where real prosperity lies
• Queensland has some of the best resources in the world
• We already know how to do it.
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