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Motivation

Emissions from existing coal plants, if run to the end of their technical

lives, would represent two-thirds of the world’s remaining 1.5°C budget
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of power emissions of coal plants
stem from coal

are shielded from competition due to
regulation orlong-term contracts that
and around 80 % of these power g g

.. . . guarantee their returns. As aresult,
emissions stem from rising fossil fuel . .
e e . many coal plants have no financial
utilisation in emerging markets. . . .
incentive to retire early.
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Just transition

Through collaboration with
coal plant workers and local
communities, the methodology
will require robust just
transition’ plans that help
mitigate against the socio-
economic risks associated
with this transition.



Subset of CFPPs

The methodology focuses on a subset of CFPPs globally
=

Coal transition
pathway

Market & ownership
structure

Applies to :

° grid connected CFPPs

CFPPs with a long-term
power purchase agreement
(PPAs)

Additionality: CFPPs that are not subject
todirect competition from cleaner and
cheaper energy, where carbon credits
likely to add greater value
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Plant & project proponent
requirements

Demonstrated utilization over 5 most
recent years at the time of validationand
prior to the accelerated retirement date

Positive free cash flow to equity (eachyr
over 3 yrs prior to validation and prior to
accelerated retirement date + positive
fair value at validation

Demonstrate the construction of the
CFPP began prior 31 December 2021

Proponent committed to no new coal

Moral hazard: Avoid incentivizing new
CFPPswith the expectation of carbon
revenues in future

Plants decommissioned

Plant equipment properly disposed
of (disposal, recycling, retooling for
low-carbon)

Permanence: Ensuring ultimate
retirement of the CFPP




Renewable Energy Pairing

CFPPs must be at least partially “paired” with replacement

renewable energy, demonstrated through:

On-site
pairing

5%

RE built on CFPP
site

Financial
pairing

it

RE inv. & CFPP ret.
linked under
financing mech.

Contractual
pairing

CFPP PPA
renegotiated to
RE PPA

Engie Energia +
AMSA

Komati CFPP

Engie Energia / IDB Invest

Regulatory
pairing

13

New reg.
approval for
replacement

PNWS%%WI%?G% on

Counterfactual
planning

Integrated
resource planning
shows RE brought
forward

» Does not require 100% replacement, but leakage emissions due to grid dispatch must be accounted for and the final

methodology may include minimum thresholds for RE replacement

» Does not allow for direct crediting of coal-to-gas replacement, but methodology may also require applicability
conditionsto ensure CFPP retirement does not incentivize investments in power generationincompatible with 1.52C
outside of the project boundary




Example - Baseline Scenario / Additionality determination
(for illustrative purposes only)
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Leakage

‘Leakage’ due to grid dispatch to replace the retired CFPP
generation is accounted for

Leakage:
e  Emissions resulting from the electricity that is sourced from the grid that is not generated from paired RE

e More RE pairing = less leakage = more emissions reduction= more carbonrevenue.

Leakage is addressed by:

2. Disincentivizing
.. . CFPP mothballing and
Wb [ pro;e.ct coal generation in
sponso.rs.to commit to reserve by requiring a
not building new coal high OM emissions

plants factor to be applied in
situations where this
is the case




Just Transition Provisions

All projects will be required to develop, implement, and finance
a just transition plan

Minimum requirements for a Earmarking carbon revenues to KPIs to be Monitored, Reported
just transition plan : finance the just transition plan : and Verified for compliance

Consultation: Advanced notice (6 : A minimum of 2% of the net § Determined based on local context,
months), advanced consultations with revenues expected from the sales but could include:

local communities and stakeholders, : of carbon credits mustbe :

mechanism for communication and : allocated to the implementation of # or % workers re-reskilled, #
grievances during implementation the JT Plan alternative jobs provided
Socio-economic and environmental § : S financial support, % total
impact assessments: Disaggregated § : financing allocated to JT

data across affected groups .
# consultations, #/%

Implementation plan: Including site attendees (public availability
remediation and reclamation and § § of consultation results)
addressing social impacts ' :

Governance mechanism: Including
clear communication of stakeholder
responsibilities
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