Dear Sirs,

We are obliged to submit our replies for the review request; we thank the opportunity provided by the CDM-EB to explain on the project baseline condition.
 

Query no: 1 Further evidence is required to determine whether or not a captive coal and char fired power plant is a more likely baseline scenario that the importation of electricity from the grid.
The most likely baseline scenario of VMPL is electricity import from the grid and the following are the six decision-making issues, which made our management to opt for, gird power over a captive power plant.

1. Initial investment requirement for setting up of captive power plant

2. Common practice in the region 

3. Non-availability of water for power plant operations

4. Fuel supply hindrances 

5. Existing power condition in the VMPL facility

6. VMPL additional power requirement.

Initial investment: The initial investment on setting up of a power plant is more than 40% in terms of a coal based power unit and more than 55% for a Waste heat recovery in comparison to that of the total sponge iron unit cost, and being a small player in the industry it is quiet difficult for us to mobilize any funds in terms of equity and debt unless there are any additional advantages available for us to set up a power plant. So by default importing power from the grid is most plausible baseline condition. Our initial board discussions and the board proceedings would very well reckon the fact that the most likely option of our management is to import from the grid not setting up any captive power plant. The board resolutions and the communication with the CER buyer are submitted for your kind perusal as Annex- I

Common Practice region: 

By the time when we have decided to set up the sponge iron unit, historically more than 93% of the sponge iron manufacturers in the region are procuring power from the grid to meet their own power demands except a few who are the big players in the industry. Even now the situation prevails in the region is same, the latest study report published by the Joint plant Committee report (A Govt of India Institution) has concluded that the CPP available in the state is not as much of. Being a small player in the industry this is the second reason, which made us to be skeptical on deciding up on setting a captive power unit. The latest report published by the JPC is annexed as Annex – II.

Non-availability of water in the region.  

Historically the place (poraidha) where the unit is located is scarce of water supply and the water table in the region is very low which is again a serious issue creep in the minds of the management not to opt for setting up of a any captive power plant unless there are any promotional grants available for developing such technologies. The consultants has very well appraised us that setting up of a captive power unit with fossils fuel sources would be not eco-friendly and projects like the waste heat recovery source based CPP are environmentally benign and would be capable of generating CDM revenues. As a result of the CDM benefits involved the unit has made concerted efforts to entangle the DVC for water supply. Again an serious issues that needs to be considered here is that even now the plant has set up only 10 MW power unit and it is expected to generate all the power from the WHR boilers, however as a precautionary measure the AFBC has been installed as a stand by/supporting unit. In a situation where the cross boundary water sharing issues are at high political issues, only with the confidence of the CDM revenue the management got various approvals from various organizations (including state and central government) to bring water from another state and to generate a green power. With all these uncertainties power generation from a captive power plant is really not in the minds of the management ever. The communications between the water supply agencies, various approvals agencies are attached as Annex- III.  

Fuel supply:
Since being a small player getting necessary approvals and sanction for uninterrupted coal linkage is very cumbersome process and for this small magnitude of power generation capacities it would be economically not feasible for us to opt for captive coal based power units, more over the environmental program of our unit and our dedication to the environmental well being, we intent to use more than 50% of the char generated (with a Fixed carbon content of less than 23%) and would be burning the same in 70:30 ratio with coal in the AFBC boiler and the rest would be land filled in the closed mines. Because the PP is new in setting up of coal based captive power plant, Government statutory approvals are cumbersome because of coal linkage sanctions, air pollution hazards and ash handling problems. Delay in obtaining approvals and regular permissions from the concerned authority will lead to cost overrun. This option is unattractive when compared to the import of power from the grid, wherein the PP is already having power supply contracts for import.
Existing power conditions in the VMPL unit 

Historically VMPL used to import power from the Eastern regional grid system, for its existing sponge iron production (200 TPD) facility of to meet their captive power demand. The confirmed power contract letter is submitted as proof and the same is annexed as Annex- IV for your kind perusal.
VMPL power requirement:

The following letter attached, as Annex- V will very well establish a fact that the PP has requested for additional power supply (18 MVA) from the regional grid operators in month of march 2004 itself to cater the needs of the plant power requirement. This would express the views of the management that at no time it is in the minds of the promoters/board to set up captive power plant until the CDM benefits are explained by the outside world/consultants 

So the project proponent would like to conclude, though on an economic perspective for a genuine plant the coal based power plant and grid import may be possible baseline scenario, where as for the relative and the peculiar characteristics of this project would very well express that the import of power from the grid is eventual the most likely scenario for us (the project proponent). 
Further keeping in view of logic while two credible baselines exists the lowest emission factor among them needs to be considered and hence PP has chosen grid import as the most conservative baseline. From the below stated figures of baseline emission factor from grid replacement and coal based CPP (refer Annex VI), the import of power from the grid is the conservative option for the CPP. Hence in absence of this project activity the equivalent power would have been imported from the grid.

	Baseline emission factor per GWh (Grid as baseline) 
	927.19
	tCO2e/GWh

	Grid emission factor based on Combined margin (as per baseline data base of Central Electricity Authority of India) 
	1058.2
	tCO2e/GWh

	Baseline emission factor per GWh (Coal based CPP as baseline) 
	1091.87
	tCO2e/GWh


Query No: 2 As the AFBC boiler will only be installed as a result of the project activity it should be confirmed how any net increase in emissions resulting from the operation of this boiler will be accounted for.
 
There will not be any net increase in emissions from this operation of the AFBC boiler over and above the baseline situation. To confirm the same a control philosophy of the CPP operations are attached as Annex- VII. The emission factors of both the char based AFBC and electricity from grid are compared and concluded that the net emissions would be less than that of the baseline situation; secondly the fuel used is again a waste source from the manufacturing facility.

The capacity of the turbine is 10 MW and for all practical purposes after accounting the over all losses, the net power generated from would be 9.399 MW. The specific steam consumption per unit of electricity generated will be is 4kg of steam. The proposed project activity would be running entirely based on the WHR sources. On rare occasions the AFBC would be running mostly with dolochar (the waste material generated from the sponge iron industry). AFBC installed is a result of the project activity to facilitate the use of waste (Dolochar from the sponge iron process) which otherwise would have dumped in closed mines. Secondly by keeping in view of the recent built margin of this regional grid the addition of thermal power plants are getting increased (100% coal), where as in our project we are using 70% char which is a waste material. Hence we have considered that in the absence of this stand by unit the equivalent amount of power would have been generated else where in a coal based system. As per the CEA CO2 baseline database grid emission factor obtainable in their website, the Build Margin is 900tCO2/GWh from which it is quite evident that the likely future fossil fuel additions to the grid are very high and significant. 
	Baseline emission factor per GWh (Grid as baseline) 
	927.19
	tCO2e/GWh

	Build margin (as per baseline data base of Central Electricity Authority of India)
	900
	tCO2e/GWh

	Baseline emission factor per GWh (Coal based CPP as baseline) 
	1091.87
	tCO2e/GWh


The emissions are insignificant and the project boundary encompasses both the WHR & FBC sources.

The proposed project activity would be running entirely on the WHR sources i.e., The steam generated from the four WHR boilers (i.e., 40TPH, each boiler of 10TPH) would be sufficient to generate the power to partially cater the needs of the plant power requirement. The plant is still importing power from grid. PP had set up 10 MW power unit and it is expected to generate all the power from the WHR boilers, however as a precautionary measure the AFBC of 15TPH has been installed as a stand by unit. Further if one WHRB is not in operation it means that DRI kiln is not running. Ultimately this will result in variation of power generated in the CPP,  but with FBC Boiler in operation (on rare occasions the AFBC would be running.) that variation will be accommodated and maintain in constant power generation. Hence it is to be understood that the FBC is not installed to run all the time to operate 10MW CPP it is just to compensate the fluctuations of the steam supply from WHRB. The proposed project activity would be running entirely on the WHR sources.
Though now the FBC boiler of capacity 15TPH which uses coal/dolochar is within the project boundary, it is used as standby. If any such usage of fossil fuel usage in FBC boiler the emissions from the same is accounted, monitored and is used for calculating emission reductions. There will not be any net increase in emissions from this operation of the AFBC boiler over and above the baseline situation. However the project emissions are given as: 
PEy = ∑ Qi x NCVi x EFi x 44/12 x OXIDi
Where:

PEy 
Project emissions in year y (tCO2)

Qi 
Mass or volume unit of fuel i consumed (t or m3)

NCVi 
Net calorific value per mass or volume unit of fuel i (TJ/t or m3)

EFi 
Carbon emissions factor per unit of energy of the fuel i (tC/TJ)

OXIDi Oxidation factor of the fuel i (%)
The emissions reductions from the project activity as AFBC boiler is included within the project boundary is given as: 

BEy - PEy -Ly

Baseline emissions (BEy) from the net electricity generation from total installed capacity of CPP i.e., 10MW

Project emissions (PEy) from the combustion of coal/dolochar if used in AFBC boiler 
Leakage Effects(Ly) No leakage is considered as per the methodology.
The project is expected not to increase the generation of emission levels. However coal/dolochar will be monitored and emissions from them will be considered as project emissions and will be deducted from baseline emissions for calculating the emission reductions accordingly. Revised PDD is also submitted as Annex VIII.
Query no: 3 The PDD states that the project is requesting a seven year renewable crediting period, the validation report states a 10 year fixed period, while the request for registration states a 6 year renewable period.
We have requested the 7 year renewable crediting period and the DOE has been briefed about it and they will submit the corrected validation report.

