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Members of the CDM Executive Board 
UNFCCC Secretariat 
Martin-Luther-King-Strasse 8 
D-53153 Bonn 
Germany 
 
 
07 November 2008 

Dear Members of the CDM Executive Board, 
 
Request for review – 1903 "Electrotherm 30 MW combined waste heat recovery and 
coal based captive power plant at Kutch" Project 
 
Please find below our responses to the issues raised as part of the request for review for this 
project. 
 

1. The DOE is requested to further explain how it has validated the barrier 
analysis and how the CDM would help to overcome the barriers. 
 

Project participant answer:  
 
Although this question is addressed to the DoE, we would like to provide the following further 
clarifications: 
 
Technological and other barriers: 
The DOE has evaluated the following aspects related to technological and other barriers that 
increase the risk of the project activity: (a) impact of waste heat availability on the power 
generation potential of the project activity, (b) raw material (ore, coal) quality and prices on 
the project performance and operational levels of the underlying industry and (c) impact from 
lack of qualified labour to operate the project plant. (Section B.5. has been updated in 
version 4 of the PDD in order to clarify the approach used to evaluate technological 
barriers).1 
 
For each barrier, the DOE checked how/if it actually affected the viability of the project and 
why it would not affect the baseline option “generation of electricity in an existing/new fossil 
fuel based captive power” (the other baseline option, import of electricity from the grid, does 
not face any technological barrier as it would only require purchasing more electricity from 
the grid).  
 
 
 

                                                 
1 Project participants have also added a few additional supporting facts and sources (highlighted in red in the table) in 
response to the specific concerns raised in the request for review. 
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Table 1: Technological and other barriers (attachment 14)  
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 Barrier due to prevailing practice 

In order to assess whether the ‘common practice’ barrier is strong enough to discourage 
investment in waste heat recovery power generation without availability of CDM funding, all 
similar industries to which similar economic conditions apply were identified in the PDD.  As 
most suitable ‘reference industries’, all sponge iron plants located in the state of Gujarat 
(‘reference region’) have been chosen since (a) those plants are from the same sector as the 
industry in which the project activity takes place, (b) are exposed to the same regulatory 
framework and economic as well as market conditions as the industry in which the project 
activity takes place and (c) because the total number of all ‘reference industries’ (14 
companies, 11 existing plants with 15 existing sponge iron units, 3 plants under construction) 
is large enough to arrive at a representative result of such an investigation. Note that all 
sponge iron industries of the state of Gujarat are located within the District of Kutch due to its 
favourite strategic location and infrastructural support for the particular industry. 
 
After a careful investigation of publicly available information, published by credible institutions 
(Table 22 3, a similar table has been included in section B.5. in the updated version 4 of the 
PDD in order to illustrate the findings of the review of different evidence and to provide a 
simple overview of the common practice situation), it was observed that all 14 existing 
sponge iron plants in Gujarat State are using electricity supplied either from the grid or by a 
thermal captive power plant – although 3 plants have started to also install a waste heat 
recovery system under CDM. Excluding those CDM-funded projects, there is no other similar 
activity occurring in the region and sector of the project and therefore the proposed project 
activity can be considered as the first of its kind in the region.  
 
The common practice analysis supports the finding of the investigation of technological 
barriers, i.e. that there is a high risk perception for waste heat recovery power generation 
prevalent within the sponge iron industry, resulting in very few projects being developed and 
almost all using CDM to overcome these barriers. 
 
 
 
 

                                                 
2 Note: the numbers relating to existing and planned plants differs between the Kutch Iron and Steel Association survey and 
the Honourable Secretary’s letter due to a different classification of ‘sponge iron plants’ into ‘units’ by the survey and 
‘plants’ in the Honourable Secretary’s letter. Another difference is the time in which both statements were given. The survey 
is dated October 2007 and the letter is dated May 2008. Over this time, projects that were under construction in October 2007 
might have become operational by May 2008. 
3 The Joint Plant Committee is the only institution in India which is officially empowered to collect data on the Indian iron 
and steel industry, resulting in the creation and maintenance of the only basic databank on this industry.  
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Table 2: Common practice (attachment 14) 
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Conclusion 
 
The DOE carried out a thorough investigation of technological barriers to waste heat 
recovery projects and found that there are several barriers applying to waste heat recovery 
projects but none of those barriers applies to the same extent to the baseline alternatives. 
The DOE has validated that those technological barriers result in a higher risk to waste heat 
recovery as compared to the potential baseline alternatives, which dis-incentivises 
investment in, and lowers the attractiveness of power generation from, waste heat recovery. 
 
A further investigation of the common practice situation of power supply to sponge iron plants 
in the region in which the project is located was undertaken. It was found that waste heat 
recovery power generation is not existent in the sponge iron industry in the region and it was 
also demonstrated that the proposed project activity is the first of its kind (if we exclude 
projects developed under CDM), posing serious barriers to its implementation without carbon 
funding. 
 
As well as enhancing the visibility of this flagship pioneer project in its region, CDM helps 
overcome the barriers faced by the project by providing an additional source of funding to 
compensate for the low and uncertain project output, the higher maintenance and training 
costs and the risk of underperformance due to the lack of experience of the plant and of the 
sector in general. In the absence of CDM, the plant would continue to draw power from the 
grid and from its coal-fired captive power plant, which corresponds both to the historical 
practice of the plant and to the common practice in the industry. 
 
(Section B.5. has been updated in version 4 of the PDD in order to clarify the additional risks 
involved in waste heat recovery projects as compared to the grid electricity import or coal 
based captive power generation.) 
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2. The DOE is requested to further explain how it has validated the baseline 
scenario for the different components of the project activity, including how the 
alternative scenarios were eliminated. 
 

 
Project participant answer:  
 
Although this question is addressed to the DoE, we would like to provide the following further 
clarifications: 
 
During validation, the DOE has reviewed all credible and realistic alternatives to the project 
activity that would provide the same output. It reviewed alternatives for (a) waste heat use 
and (b) power generation in the absence of the project activities. Alternatives for (c) 
steam/heat generation are not applicable within the project context since the project activity 
does not co-generate steam. It has found that the most likely scenarios would be the (a) 
release of waste heat into the atmosphere without any productive use and (b) import of 
electricity from the grid or the installation of a coal based captive power plant to meet the 
internal energy demands. (Table 3) 
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Table 3: Baseline selection (attachment 14) 
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Conclusion 
 
The discussion above demonstrates that the only remaining credible and realistic baseline 
alternatives (potential baseline alternatives) are (a) the continuation of release of waste heat 
into the atmosphere without incineration and (b) the generation of electricity in power plants 
connected to the grid or the generation of electricity in a thermal power plant using coal. This 
result is in accordance with the observed actual power supply arrangement on site as well as 
the observed actual energy supply practice within the industry and region. All other 
alternatives have been eliminated based on economic, technological or common practice 
barriers after careful investigation of credible and relevant information. The DOE has 
therefore validated that the most likely potential baseline scenario for the use of waste heat is 
the continuation of releasing waste heat into the atmosphere without incineration and the 
generation of electricity in power plants connected to the grid, or the generation of electricity 
in a thermal power plant using coal. To be conservative (lower emission factor of grid 
electricity as compared to coal; attachment 12, 13), and as the plant has been importing 
power from the grid in the past, the import of electricity from the grid (continuation of current 
practice, (attachment 15) was selected as the most reasonable baseline scenario. 
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3. Further clarification is required on how the DOE has validated the emission 
factor calculation. A spreadsheet needs to be provided for all calculations 
related to the baseline analysis. 
 

 
Project participant answer:  
 
Although this question is addressed to the DoE, we would like to provide the following further 
clarifications: 
 
The grid emission factor used was the one published by the Central Electricity Authority 
(CEA) (attachment 12) for the project region. This emission factor is calculated according to 
ACM0002, version 7 and is widely used for other CDM project activities in the host country. 
The DOE validated an applicable emission factor for electricity generated in the western 
regional electricity grid in 2006/07 of 0.79 tCO2/MWh.4  
 
Please note that in order to validate expected emission reductions from the proposed project 
activity as stated in the PDD, the DOE has reviewed an emission reduction spreadsheet 
provided by the project developer (attachment 13) that follows the applied methodology 
ACM0012, version 01. It was found that all calculations are correct and the estimated volume 
of emission reductions likely to be achieved by the project activity. 
 
(Section B.4 and B. 6.2. have been updated in version 4 of the PDD in order to demonstrate 
conservativeness of the baseline emission factor.) 

                                                 
4 It was evidenced that the selected baseline is conservative as compared to a coal based captive power plant with an emission 
factor of about 1 tCO2/MWh (attachment 13) (assuming a fuel emission factor of 25.8 tC/TJ and a plant efficiency of 33%) 
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We hope that the information provided adequately addresses the concerns raised.  

 
 
 
Yours sincerely 
 
 

 
Belinda Kinkead 
 
Head of Implementation 
 
belinda.kinkead@ecosecurities.com 
Direct line +44 (0) 1865 297 132 
Direct fax +44 (0) 1865 251 438 
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Annexes: 

 

Attachment 1: Kutch Iron & Steel Association survey: ‘Sponge iron plants in Kutch District’  

Attachment 2: published CDM documentation related to 3 waste heat recovery power plants implemented as 

CDM projects in sponge iron plants in the state of Gujarat 

Attachment 3: Letter from Mr. Dhote, Honourable Secretary of Kutch Iron & Steel Association: Status of waste 

heat recovery power plants in the sponge iron sector 

Attachment 4: Stanford University study: ‘Captive Power Plants: A case study of Gujarat’ 

Attachment 5: Ministry of Industry, Gujarat; Database of industrial installations 

Attachment 6: Joint Plant Committee study: ‘Survey on the Indian sponge iron industry’ 

Attachment 7: Central Electricity Authority report: ‘Details of captive power plants and status of supply of surplus 

power to the grid’ 

Attachment 8.1: Steelworld report: ‘Coal – the most critical raw material for sponge iron making’ 

Attachment 8.2: Ministry of coal India report: ‘The expert committee on Road Map for Coal Sector Reforms’ 

Attachment 8.3: Steelworld report: ‘Sponge iron industry – an overview of problems and solutions’ 

Attachment 8.4: Steelworld report: ‘Ban on ore exports gaining momentum’ 

Attachment 8.5: Project developer plant records: ‘Sponge iron kiln I production data – September 06 – August 07’ 

Attachment 8.6: Patel M.R., Navin Nath: ‘Improve Steam Turbine Efficiency’ 

Attachment 8.7: Project developer records: ‘Power plant staff list’ 

Attachment 9: International Energy Agency: ‘Gas fired power generation in India – Challenges and opportunities’ 

Attachment 10.1: Ministry of Non-conventional energy sources India: ‘Wind energy’ 

Attachment 10.2: UNDP report: ‘Removal of Barriers to Biomass Power Generation in India’  

Attachment 11: Ministry of Power India: ‘Annual Report 2006’ 

Attachment 12: Central Electricity Authority: ‘CO2 Emission Database – version 3.0’ 

Attachment 13: Project participant: ‘Baseline emission calculation’ 

 

 
 


