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Carmichael Coal Is Not Reducing 
Poverty in South Asia 
High Cost of Coal Is Adding Pressure for Power 
Tariff Hikes in Bangladesh 

Executive Summary 
During the Carmichael coal mine’s protracted development phase, backers of the 
Queensland project often stated that the project was needed to help people out of 
poverty in South Asia. This was merely coal industry spin. If anything, it is doing the 
exact opposite. 

Adani’s Godda power plant in Jharkhand 
state, India, is about to start burning coal 
from the Carmichael mine and exporting 
power to Bangladesh. It has recently been 
reported that the tariff for power sold from 
the Godda plant to the Bangladesh Power 
Development Board (BPDB) will be almost 
double the initial expectation at around 
US$150/MWh. 

The first unit of the Godda coal plant will 
begin operating at the end of a year in 
which Bangladesh’s growing reliance on 
expensive fossil fuels has led to power 
blackouts and growing pressure to increase 
consumer power tariffs significantly. 
School and office hours have been cut 
during the year to curb rising fuel costs. 

Some commentators in Bangladesh have maintained that the addition of coal-fired 
power will improve the situation. But at a cost of US$150/MWh, power from the 
Godda plant — fuelled by Carmichael coal — will be two and a half times the price at 
which the BPDB sells power to distributors. 

The huge gap in price at which the BPDB buys and sells power has to be covered by 
government subsidies that are becoming increasingly unaffordable and which will 
lead to the need to increase power tariffs significantly to transfer the burden onto 
consumers. 

This process has already started. In November 2022, the tariff at which the BPDB 
sells power to distributors was increased 20% and the power distribution 
companies are now submitting proposals to increase retail tariffs by the same 
amount.  
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This was all very predictable. The growing burden of fossil fuel imports has been 
putting Bangladesh’s power system under growing financial strain for years and 
IEEFA has been warning that this will lead to the need for higher power tariffs. 

The cost of BPDB’s power purchases from independent power producers (IPPs) rose 
58% in FY2020-21. For the first time, the cost of power purchases from IPPs 
represented more than 50% of the BPDB’s total operating expenses. In FY2021-22, 
the IPP cost rose another 77% to reach US$4.8 billion. 

The Payra coal-fired power plant — the first new plant to be completed in 
Bangladesh to be fuelled by imported coal — was the largest single contributor to 
the increase in BPDB’s IPP costs across FY2020-21 and FY2021-22. The cost of 
power from the Payra plant was US$134/MWh in FY2021-22. 

In December 2022, it was reported that the Payra coal plant was struggling to find 
the U.S. dollar funds it needs to pay for coal imports and repay loans with some 
payments already missed. The plant reportedly has US$95 million in unpaid coal 
imports bills as at November 2022. 

It was also known years ago that power from the Godda plant would be expensive. 
Despite the fact that the power plant sits in India’s biggest coal mining state, coal is 
being imported from Carmichael and railed 700km from port to plant. The full cost 
of this is being passed onto Bangladesh. The plant will receive capacity payments 
reportedly up to US$30 million per month even if it is not utilised. 

The Adani Godda coal power plant will add to the growing cost of power purchases 
from IPPs, adding to the worsening financial pressure that the BPDB finds itself 
under. The BPDB has not paid IPPs since May 2022 and currently owes them five 
months of payments amounting to US$2.5 billion. 

The commencement of electricity exports by Adani will only add to the growing 
economic burden on the Bangladesh government and to rising pressure to shift that 
burden onto consumers via power tariff increases. 

The cost of fossil fuel imports has eroded Bangladesh’s foreign exchange reserves 
and contributed to rising inflation, a widening current account deficit and slowing 
growth. Credit rating agency Moody’s placed Bangladesh under review for a 
downgrade in early December 2022, citing its rapidly declining foreign exchange 
reserves driven by rising costs for energy imports. 
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With full access to electricity announced by 
the Prime Minister of Bangladesh in March 
2022, the key power issue for Bangladesh’s 
development is no longer access but quality 
and cost of generation and supply. 

Increasing power tariffs to unaffordable 
levels will clearly hinder, not help, 
Bangladesh’s development. 

Bangladesh will need to focus more on 
renewable energy going forward if it wants 
to limit the burden of fossil fuel imports 
and increase energy security. 

Back in Australia, it is even clearer now that the Godda power plant deal with 
Bangladesh was aimed primarily at propping up the development of the Carmichael 
coal mine.  

The original plan for Godda was to use local coal mined in Jharkhand state. The plan 
was later changed to use Carmichael coal and lock the BPDB into a power purchase 
agreement that allows Adani to import coal into an Indian coal mining state from 
Australia and pass the full cost onto Bangladesh. 

In a recent interview with the Financial Times, Adani Group Chairman Gautam Adani 
admitted that with hindsight he would not have developed the Carmichael coal mine 
given the intense opposition to the project. 

If consumer power tariffs are forced up due to growing dependence on imported 
fossil fuel projects like the Godda coal power plant, the people of Bangladesh are 
likely to regret it too.  
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Introduction 
The first unit of Adani’s Godda coal-fired power plant in Jharkhand state, India, will 
begin exporting power to Bangladesh from 16 December 2022.1 The plant is to be 
fuelled by coal from the Carmichael mine in Queensland, Australia. 

It has recently been reported in Bangladesh that the tariff for power sold from the 
Godda plant to the Bangladesh Power Development Board (BPDB) will be almost 
double the initial expectation, now at around US$150/MWh.2 

During the Carmichael coal mine’s protracted development phase, backers of the 
Queensland project often stated that it was needed to aid development and help 
people out of poverty in South Asia.3, 4, 5 

The very high price for power from the Adani Godda plant strongly suggests 
otherwise and comes at the end of a year in which the growing financial pressure  
on Bangladesh’s power system, caused by the nation’s growing dependence on 
expensive fossil fuel imports, came to a head. 

Context: Rising Financial Pressure on Bangladesh’s 
Power System 
In March 2022, Prime Minister Sheikh Hasina announced that Bangladesh had 
reached full electricity access in the country with every home now connected to 
power.6 This follows significant progress on increasing electricity access in 
Bangladesh over the last few decades. Access had reached 96% by 2020 according 
to the World Bank.7 The key power issue for Bangladesh’s development is no longer 
access but quality and cost of generation and supply. 

With domestic gas supplies dwindling, the growing burden of fossil fuel imports has 
been putting Bangladesh’s power system under growing financial strain for years 
and IEEFA has been warning that this will lead to the need for higher power tariffs.8 

The burden of capacity over-expansion based on imported fossil fuels threatens to 
overwhelm the financial status of the Bangladesh Power Development Board 
(BPDB). BPDB’s operating loss doubled in FY2020-21, driven by a very significant 
rise in the cost of electricity purchases from independent power plants (IPPs), 

 
1 The Daily Star. 800MW to come from Adani Godda plant from Dec 16. 21 November 2022. 
2 The Business Standard. PDB gets 1,400MW coal power from Dec at double the cost. 
24 November 2022. 
3 Australian Financial Review. Against Adani? You’re against lifting the world’s poorest out of 
poverty. 27 February 2018. 
4 The Courier Mail. Adani wants CQ’s coal to lift millions out of poverty. 27 March 2018. 
5 Rockhampton Regional Council. Carmichael Mine will bring millions of India’s people out of 
poverty. 17 March 2017. 
6 The Daily Star. Full electricity coverage a landmark achievement: PM. 22 March 2022. 
7 World Bank. Access to electricity (% of population) – Bangladesh. 
8 IEEFA. Rising cost of IPPs and further dependence on imported fossil fuels threatens the need 
for increasing power tariffs. 11 February 2022. 

https://www.thedailystar.net/business/economy/news/800mw-come-adani-godda-plant-dec-16-3175001
https://www.tbsnews.net/bangladesh/energy/pdb-gets-1400mw-coal-power-dec-double-cost-538570
https://www.afr.com/opinion/against-adani-youre-against-lifting-the-worlds-poorest-out-of-poverty-20180226-h0wof8
https://www.afr.com/opinion/against-adani-youre-against-lifting-the-worlds-poorest-out-of-poverty-20180226-h0wof8
https://www.couriermail.com.au/news/queensland/rockhampton/business/adani-wants-cqs-coal-to-lift-millions-out-of-poverty/news-story/75197a317c69161e18c1f557375f0751
https://www.rockhamptonregion.qld.gov.au/AboutCouncil/News-and-announcements/Latest-News/Carmichael-Mine-will-bring-millions-of-India%E2%80%99s-people-out-of-poverty
https://www.rockhamptonregion.qld.gov.au/AboutCouncil/News-and-announcements/Latest-News/Carmichael-Mine-will-bring-millions-of-India%E2%80%99s-people-out-of-poverty
https://www.thedailystar.net/news/bangladesh/news/full-electricity-coverage-landmark-achievement-pm-2988011
https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?locations=BD
https://ieefa.org/articles/ieefa-bangladesh-rising-cost-ipps-and-further-dependence-imported-fossil-fuels-threatens
https://ieefa.org/articles/ieefa-bangladesh-rising-cost-ipps-and-further-dependence-imported-fossil-fuels-threatens
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which rose 58% over the prior year. The 
result of BPDB’s very large operating loss 
was that the necessary government 
subsidy to bail out BPDB’s losses reached a 
record Tk117.8 billion (US$1.1 billion) in 
FY2020-21, up from Tk74.4 billion in the 
prior year. 

In FY2021-22 the situation worsened again 
significantly. The cost of electricity 
purchase from IPPs rose a further 77% to 
reach US$4.8 billion. The government 
subsidy required to ensure the BPDB didn’t 
make very large losses increased 152% to 
almost US$3 billion (Table 1). 

Table 1: Bangladesh Power Development Board Operating Expenses  

 
Source: Bangladesh Power Development Board, IEEFA calculations. 

The cost of electricity purchased from IPPs represented more than 50% of BPDB’s 
total operating expenses for the first time in FY2020-21. The following year this 
burden rose again and IPP costs now represent 68% of total operating costs 
(Figure 1). The single largest contributor to the increased IPP burden over the 
previous two fiscal years was the new Payra coal-fired power plant.  

 

  

In FY2021-22 the cost of 
electricity purchase from 
IPPs rose a further 77%  
to reach US$4.8 billion. 
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Figure 1: Rising Cost of Power Purchase from Independent Power 

Producers (US$ million) 

 
Source: Bangladesh Power Development Board, IEEFA calculations 

Bangladesh Power Sector Crisis in 2022 
The first unit of the Godda coal plant will 
begin operating at the end of a year in 
which Bangladesh’s growing reliance on 
expensive fossil fuels has led to power 
blackouts9 and growing pressure to 
increase consumer power tariffs 
significantly.10 

The impact of the invasion of Ukraine and 
subsequent spike in fossil fuel prices — as 
well as the strengthening U.S. dollar — has 
had a major impact on Bangladesh, which 
has become increasingly reliant on 
imported LNG in recent years and is now 
about to become more dependent on 
imported coal. Record high prices for LNG 
and coal have been unaffordable; school 
and office hours have been cut during the 
year to curb rising fuel costs.11 

 
9 Reuters. Fuel crisis cuts electricity in Bangladesh, sparking energy debate. 1 August 2022. 
10 The Business Standard. Prices of gas, electricity to go up in Feb before IMF releases fund. 
10 November 2022. 
11 Aljazeera. Bangladesh cuts school, office hours to save power amid crisis. 24 August 2022. 

Record high prices for  
LNG and coal have been 
unaffordable; school and 

office hours have been cut 
during the year to curb 

rising fuel costs.  

https://www.reuters.com/article/bangladesh-energy-politics-idUSL8N2YZ1A2
https://www.tbsnews.net/economy/prices-gas-electricity-go-feb-imf-releases-fund-529570
https://www.aljazeera.com/news/2022/8/24/bangladesh-cuts-school-office-hours-to-save-power-amid-crisis
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The cost of fossil fuel imports has eroded Bangladesh’s foreign exchange reserves 
and contributed to rising inflation, a widening current account deficit and slowing 
growth. Credit rating agency Moody’s placed Bangladesh under review for a 
downgrade in early December 2022, citing its rapidly declining foreign exchange 
reserves driven by rising costs for energy imports.12 Bangladesh approached the 
International Monetary Fund (IMF) for a US$4.5 billion loan in July 2022 to help it 
cope with the mounting economic pressure.13 The IMF reached a staff-level 
agreement on the loan in November 2022.14 Reducing power subsidies through 
tariff increases is likely to be a condition for obtaining the loan.15 

LNG and coal prices will eventually moderate somewhat from the record highs seen 
in 2022, but Bangladesh is becoming increasingly exposed to these commodities 
that will remain volatile and will continue to place a high economic burden on the 
nation as prices fluctuate going forward. 

New Coal Plants to Add to the Growing Burden 
Bangladesh cancelled 10 coal-fired power 
projects in 2021 as it became increasingly 
difficult to secure funding for such 
emissions-intensive projects amid the 
declining cost of renewable energy.16 
Despite this, a few coal plants that were 
already under construction have either 
recently started operations or are due to do 
so shortly, in addition to the Adani Godda 
plant. A key role for these plants was to 
replace reliance on very expensive oil-fired 
power and diminishing domestic gas while 
meeting growing power demand. However, 
the expense of these projects will 
contribute to the worsening financial strain 
the Bangladesh power system is under 
while locking in further reliance on 
imported fossil fuels. 

As the International Energy Agency (IEA) noted in November 2022, such projects 
are backed by power purchase agreements that include capacity payments to the 
plant, which apply even if it is not used.17 This ensures IPPs can secure debt funding 
for the project by transferring risk onto a state-backed power utility and, ultimately, 

 
12 Moody’s. Moody’s places Bangladesh’s Ba3 ratings under review for downgrade. 9 December 
2022. 
13 Reuters. Bangladesh seeks $4.5 bln IMF loan as deficit widens, newspaper says. 27 July 2022. 
14 IMF. IMF Staff Reaches Staff-Level Agreement with Bangladesh on the Extended Credit 
Facility/Extended Fund Facility and the Resilience and Sustainability Facility. 9 November 2022. 
15 The Business Standard. Subsidy pressure triples to Tk1.6 lakh crore as imports remain costly. 
11 December 2022 
16 Reuters. Bangladesh scraps plans to build 10 coal-fired power plants. 28 June 2021. 
17 IEA. Coal in Net Zero Transitions: Strategies for rapid, secure and people-centred change. 
November 2022. 

New coal projects are 
backed by power 
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that include capacity 
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which apply even if  

it is not used.  

https://www.moodys.com/research/Moodys-places-Bangladeshs-Ba3-ratings-under-review-for-downgrade--PR_471286#:~:text=Singapore%2C%20December%2009%2C%202022%20%2D%2D,before%20being%20placed%20under%20review
https://www.reuters.com/world/asia-pacific/bangladesh-seeks-45-bln-imf-loan-deficit-widens-newspaper-says-2022-07-26/
https://www.imf.org/en/News/Articles/2022/11/08/pr22375-bangladesh
https://www.imf.org/en/News/Articles/2022/11/08/pr22375-bangladesh
https://www.tbsnews.net/economy/subsidy-pressure-triples-tk16-lakh-crore-imports-remain-costly-549838
https://www.reuters.com/article/us-bangladesh-energy-climate-change-coal-idUSKCN2E410H
https://iea.blob.core.windows.net/assets/08119e54-73ce-4207-b6ce-fbe75c241191/CoalinNetZeroTransitions.pdf
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power consumers. Bangladesh’s capacity payment liability has already come under 
the scrutiny of the IMF.18 

In addition to the Adani Godda plant, other recent and upcoming coal power 
projects in Bangladesh include: 

• The 1,320 megawatt (MW) Payra coal-fired power plant came online in 2020 
but half its capacity sat unused until March 2022 as the necessary transmission 
capacity was not in place. This resulted in significant capacity payments of 
US$12 million/month while half the capacity sat idle,19 adding significantly to 
the cost of power from the plant. The Payra plant was the largest contributor to 
the very significant increase in the BPDB’s cost of power purchases from IPPs 
across FY2020-2120 and FY2021-22. The cost of power from the Payra plant 
increased to US$134/MWh in FY2021-22. 

In December 2022, it was reported that the Payra coal plant was struggling to 
find the U.S. dollar funds it needs to pay for coal imports and repay loans with 
some payments already missed. The plant reportedly has US$95 million in 
unpaid coal imports bills as at November 2022.21 

• Like Godda, the first unit of the 1,320MW Rampal coal-fired power plant is due 
to come online in December 2022. Another similarity with Godda is that the cost 
of power from Rampal has also almost doubled and will now be close to 
US$140/MWh. Capacity charges paid to the Rampal plant will be US$25 
million/month at full capacity, regardless of whether it is utilised or not.22 The 
high cost of Rampal coal-fired power means it will be contributing to the 
worsening financial situation the Bangladesh power system finds itself in, not 
alleviating it.23 

• The over-schedule and over-budget 1,200MW Matarbari coal-fired power plant 
is now expected to begin operating in 2024. A series of cost hikes could make 
Matarbari one of the most expensive coal-fired power plants in Asia.24 The plant 
has been financed by public funding from the Japan International Cooperation 
Agency and is being constructed by Sumitomo Corporation. In March 2022, 
Sumitomo pulled out of a planned second 1,200MW plant at Matarbari.25 In June 
2022, Japan decided not to fund the second project.26 

 
18 The Financial Express. IMF queries hefty capacity payments, power subsidy. 3 November 2022. 
19 The Business Standard. Second unit of Payra 1,320MW power plant resumes production. 
26 April 2022. 
20 IEEFA. Rising cost of IPPs and further dependence on imported fossil fuels threatens the need 
for increasing power tariffs. 11 February 2022. 
21 The Business Standard. Payra Power Plant’s coal import bills, loan payment stuck over dollar 
crisis. 10 December 2022 
22 The Business Standard. PDB gets 1,400MW coal power from Dec at double the cost. 
24 November 2022. 
23 IEEFA. Rampal coal plant inauguration won’t solve Bangladesh’s power woes. 7 September 
2022. 
24 IEEFA. Japan-funded Matarbari coal plant in Bangladesh costs 8 to 10 times more than 
comparable plants in China. 1 June 2022. 
25 Argus Media. Sumitomo exits Bangladesh coal plant expansion plan. 3 March 2022. 
26 The Business Standard. Japan cancels financing Matarbari coal project phase 2. 22 June 2022. 

https://thefinancialexpress.com.bd/trade/imf-queries-hefty-capacity-payments-power-subsidy-1667443688
https://www.tbsnews.net/bangladesh/second-unit-payra-coal-plant-starts-production-409590
https://ieefa.org/articles/ieefa-bangladesh-rising-cost-ipps-and-further-dependence-imported-fossil-fuels-threatens
https://ieefa.org/articles/ieefa-bangladesh-rising-cost-ipps-and-further-dependence-imported-fossil-fuels-threatens
https://www.tbsnews.net/bangladesh/energy/payra-power-plants-coal-import-bills-loan-payment-stuck-over-dollar-crisis-548730
https://www.tbsnews.net/bangladesh/energy/payra-power-plants-coal-import-bills-loan-payment-stuck-over-dollar-crisis-548730
https://www.tbsnews.net/bangladesh/energy/pdb-gets-1400mw-coal-power-dec-double-cost-538570
https://ieefa.org/resources/rampal-coal-plant-inauguration-wont-solve-bangladeshs-power-woes
https://ieefa.org/resources/japan-funded-matarbari-coal-plant-bangladesh-costs-8-10-times-more-comparable-plants
https://ieefa.org/resources/japan-funded-matarbari-coal-plant-bangladesh-costs-8-10-times-more-comparable-plants
https://www.argusmedia.com/en/news/2307693-sumitomo-exits-bangladesh-coal-plant-expansion-plan
https://www.tbsnews.net/bangladesh/japan-cancels-financing-matarbari-coal-project-phase-2-445162
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High Cost of Adani Godda Power Is Unaffordable for 
Bangladesh 
Some commentators in Bangladesh have 
maintained that the addition of coal-fired 
power will improve the power system’s 
financial situation by replacing expensive 
oil-fired power. But at a cost of almost 
US$150/MWh, power from the Godda plant 
— fuelled by Carmichael coal — will be 
well above the average cost of other IPPs in 
Bangladesh and the current cost of power 
imports from India (Table 2).  

This is not a surprise — it was known years 
ago that power from the Godda plant 
would be expensive. Despite the fact that 
the power plant sits in India’s biggest coal 
mining state, coal is being imported from 
Carmichael and railed 700km from port to 
plant. The full cost of this is being passed 
onto Bangladesh. It was also known that 
the Godda plant would receive capacity 
payments which are reportedly up to 
US$30 million per month even if it is not 
utilised.27 

Table 2: Cost of Bangladesh Power Development Board Power Sources 

 
Source: Bangladesh Power Development Board, IEEFA calculations. 

The Adani Godda coal power plant will add to the growing cost of power purchases 
from IPPs, adding to the worsening financial pressure that the BPDB finds itself 

 
27 The Business Standard. PDB gets 1,400MW coal power from Dec at double the cost. 
24 November 2022. 

The Godda power plant 
sits in India’s biggest coal 
mining state, yet coal is 

being imported from 
Carmichael and railed 

700km from port to plant. 

https://www.tbsnews.net/bangladesh/energy/pdb-gets-1400mw-coal-power-dec-double-cost-538570


   
Carmichael Coal Is Not Reducing Poverty in South Asia 
 
 

10 

under. The BPDB has not paid IPPs since May 2022 and currently owes them five 
months of payments amounting to US$2.5 billion.28 

The commencement of electricity exports by Adani will only add to the growing 
economic burden on the Bangladesh government and to rising pressure to shift that 
burden onto consumers via power tariff increases. 

Carmichael Coal Is Hindering, Not Helping, 
Bangladesh’s Development 
Power from the Adani Godda plant — fuelled by Carmichael coal — will be two and 
a half times the price at which the BPDB sells power to distributors. The huge gap in 
price at which the BPDB buys and sells power has to be covered by government 
subsidies that are becoming increasingly unaffordable and will lead to the need to 
increase power tariffs significantly to transfer the burden onto consumers. 

This process has already started. In 
November 2022, the tariff at which the 
BPDB sells power to distributors was 
increased 20% and the power distribution 
companies are now submitting proposals 
to increase retail tariffs by the same 
amount.29 

Increasing power tariffs to unaffordable 
levels will clearly hinder, not help, 
Bangladesh’s development.  

Backers of the Carmichael coal project 
claimed that it was needed to help millions 
in South Asia out of poverty. This was 
merely coal industry spin. If anything, it is 
doing the exact opposite. 
Bangladesh will need to focus more on 
renewable energy going forward if it wants 
to limit the burden of fossil fuel imports 
and increase energy security.30 

Back in Australia, it is even clearer now that the Godda power plant deal was aimed 
primarily at propping up the development of the Carmichael coal mine. The original 
plan for Godda was to use local coal mined in Jharkhand state. The plan was later 
changed to use Carmichael coal and lock the BPDB into a power purchase agreement 

 
28 Prothom Alo. Private power plant operators cry for unpaid bill worth $2.5b. 7 November 2022. 
29 The Business Standard. Retail power price hike looms after 19.92% rise in bulk tariff. 
21 November 2022. 
30 IEEFA. For security and affordability, Bangladesh must shore up renewable energy. 
18 November 2022. 
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amount. 

https://en.prothomalo.com/business/local/si1afeik6n
https://www.tbsnews.net/bangladesh/energy/retail-power-price-hike-looms-after-1992-rise-bulk-tariff-536354
https://ieefa.org/resources/security-and-affordability-bangladesh-must-shore-renewable-energy
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that allows Adani to import coal into an Indian coal mining state from Australia and 
pass the full cost onto Bangladesh. 

In a recent interview with the Financial Times, Adani Group Chairman Gautam Adani 
admitted that with hindsight he would not have developed the Carmichael coal mine 
given the intense opposition to the project.31 

If consumer power tariffs are forced up due to growing dependence on imported 
fossil fuel projects like the Godda coal power plant, the people of Bangladesh are 
likely to regret it too.  

 
31 Financial Times. Asia’s richest man Gautam Adani reveals global media ambitions. 
25 November 2022. 

https://www.ft.com/content/d6c5ffa0-0b9b-436f-8c8b-ef4170bedfe3
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About IEEFA 
The Institute for Energy Economics and Financial Analysis examines issues 
related to energy markets, trends and policies. The Institute’s mission is to 
accelerate the transition to a diverse, sustainable and profitable energy 
economy. www.ieefa.org 
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