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Dear Sir/Madam,

We thank the Executive Board for providing us with an opportunity to respond to the requests for

review raised by three EB members. The following are our replies to the requests for review:

'.

Point 1 (addresses point 1 of ReQuest 1 & ReQuest 3)

Demonstration of additionality: the project participant uses an barrier analysis which is not

convincing at all. The main argument is a technological barrier which outlines that the project

activity shows some specific characteristics which will entail some costs in order to be overcome.

This is not sufficient and should rather be part of an investment analysis showing that the total

cost of the project including these elements makes it not profitable. But this is not done. The same

applies for the managerial barrier. Besides that the common practice test is flawed. The PP states

that no other smelter is applying the project activity while an other smelting unit uses also a waste

heat recovery boiler. The statement of the PP is based on the fact that this last unit uses coal to

superheat the steam from the recovery boiler while the project activity uses heavy oil. This is not

acceptable as there is no direct link between the project activity and the fuel used to superheat the

steam

Demonstration of additionalitv

In proceeding with the project activity, we have had the option of going either by the barrier

analysis route or the investment analysis route as provided in the "Tool for the demonstration and

assessment of additionality - Version 02 (EB 22, November 28, 2005). The costs entailed by the

project activity were only those to overcome the technological barriers and they need to be

associated with the technological barriers faced by the project activity.
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The ISA smelter with Waste Heat Recovery Boiler, in Sterlite Industries India Limited (SIlL),

Tuticorin, was the first of its kind in India and needed technical expertise to function in a

sustainable manner without any bottlenecks during its operational period. SIlL's ISA smelter was

operational without a waste heat recovery system from 1997 till May 2005.

Installation of a Waste Heat Recovery Boiler (WHRB) in the ISA smelter has several associated

operational difficulties which would reduce the availability of the ISA smelter and lead to

production losses. The same fact has been indicated by it reputed international consultant as early

as 1998 (Annex A). Further, a paper (Annex B) published at the International Copper Conference

in 2003 had highlighted the plant stoppages (due to boiler leaks) and risks associated with the

recent ISA Smelt (with WHB) installation in China. Though there was not any permanent

solution available, we had gone ahead with the decision of taking up the project activity. The

WHRB involved in the project activity had developed several technical problems and is

evidenced by the data (Annexure-C) during the period July 2005 - December 2006, that lead to

production losses.

Also, we have had to send a batch of our employees (operation) abroad to China for training to

ensure smooth and sustainable operation of the ISA smelter with the WHRB. We also have

enough documentary proof to highlight the trips made by various employees of Sterlite to China

specifically to obtain training and hands on experience (Passport copies of the SIlL employees is

attached as Annex D). This we have termed as managerial barrier which had to be overcome. This

would not have been required if we were to resort to the alternatives that were readily available to

us namely;

. Import of electricity from grid

Electricity generation fr°Il! coal based captive power plant

Electricity generation from LSHS based captive power plant

.

.

There would be no barriers to the implementation of the above stated alternatives.
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While conducting the common practice analysis, we have presented the fact that the similar

technology i.e. ISA smelting technology along with WHRB was not available in India (which

appears to be interpreted otherwise by the reviewer as SIlL's smelter was the only smelter which

used a WHRB). The claim is that SIlL was the only company in the host country (India) with ISA

smelting technology at the time of project conceptualization and, a waste heat steam generator for

this ISA smelt technology was relatively an unique concept. The other two copper smelters in

India use a process known as Flash Smelting process. The technology of ISA smelting with

WHRB in the off-gas circuit was developed by MIs. MIM Process Technologies, Australia and

was transferred to SIlL against a license fee. As mentioned earlier, since this technology was not

available in India, SIlL had to send their employees to the only other nearby licensee, which is in

China. This clearly indicates that waste heat recovery boiler with ISA smelter is not available in

the host country, establishing thatthe same is not a common practice in India.

It is also stated that "there is no direct link between the project activity and the fuel used to

superheat the steam". The fuel fired to superheat the steam is related to the project activity due to

the following reasons:

The waste heat recovery boiler extracts the heat content (sensible heat) from the waste gases and

uses it to generate electricity. To raise the sensible heat content of the steam, it is superheated by

firing fuel oils. Hence by firing these fossil fuels, we are contributing to GHG emissions and

should very much be a part of the project activity since the emission reductions realized is

directly proportional to the amount of fuel oils fired to raise the sensible heat content of the waste

gases. The more the sensible heat content of the waste gases, higher the amount of electricity

generated which would realize emission reductions.
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Point 2 (addresses ooint 2 of ReQuest 1& ReQuest land ooint 1 of ReQuest 2)

Identification of the baseline scenario: the identification of the baseline scenario is not clearly

outlined. It seems finally to be the use of an existing captive power plant (CPP) but as the project

activity coincides with the increase of the capacity of the smelter the PDD should at least

demonstrate that the CPP has enough spare capacity to supply this increase of demand.

Selection of Baseline Scenario

As indicated in the "Tool for Demonstration of Additionality - Version 2", the baseline scenario

has to be the most economically attractive while also being conservative. Of all the 3 alternatives,

it is apparent that LSHS based captive power plant is the most conservative in terms of the

Baseline Emission Factor in comparison to coal based captive power generation and import of

electricity from grid as per the tabulation shown below as Table 1:

Table 1 Baseline emission factors of project alternatives/ options

The power demand of SIlL was met by State Electricity Board (TNEB), Coal based Captive

Power plant (Maleo) and LSHS based Captive Power Plant. Table 2 below clearly indicates

SIlL's progressive movement towards increased use of LSHS based Captive Power generation in

their total power consumption structure. Over the last 3 years, SIlL has reduced its dependence on

grid and coal based power generation and used predominantly LSHS based power from its

captive power plants. This clearly indicates that in the absence of the project activity, SIlL would

have opted for a LSHS based captive power plant of equivalent capacity (as that of WHRB) and

is therefore the most likely baseline scenario.
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Alternative Baseline Emission Factor (tC02IMU)

Import of electricity from the grid 0.85

Import of electricity from MALCO (coal based
0.97

power generation)

LSHS based captive power generation at
0.60

Sterlite
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Therefore, it can be concluded that because of additional power requirement (due to expansion),

SIlL had attractive options other than the project activity. This fact would have remained the

same even if there is some additional capacity available with the existing plant. Had the project

activity not been implemented, SIlL would have opted for LSHS based captive power plant ofthe

capacity similar to that of the project activity.

Point 3( addresses point 3 of Request 1 & Request 3 and voint 1 of Request 2)

Calculation of baseline emissions: the PDD uses formulae which are not part of the methodology.

It seems (although this is not clear ...) that the CPP is operated in a CHP mode which is beyond

the applicability conditions of the methodology.

The methodology applicability criteria clearly states that the electricity generation project

activities:

. Displace electricity generation from fossil fuels in the electricity grid orland

. Displace captive electricity generation from fossil fuel fired power plants

are eligible for this methodology. Nowhere does the methodology states that the Combined Heat

& Power Generation modes within the boilers are not applicable. In fact, this was taken into

account with the sole intention of being conservative in arriving at the baseline emission factor.
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Source of Power 2001-02 2002-03 2003-04

TNEB 0.40 1.72 0.31

CPP Coal - (Malco) 10.13 8.77 3.64

CPP - LSHS 89.47 89.51 96.06

100 100 100
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If the efficiency of the captive power plant reduces, the baseline emission factor would increase

from 0.60 to 0.67. In which case, the revised CERs would read as 27,310 tC02 (an additional

4800 CERs i.e. 18% increase). The above case is tabulated in Table 3 below for better

understanding: Table 3 Comparison of Baseline emission factor due to incorporation of

steam generation

(Operations& Commercial)
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Scenario Baseline Emission Factor Net CERs

(tCOYMID (tCOze)

Considering Emission

Reduction due to Steam 0.60 27,310

generation

Considering Emission

Reduction without steam 0.67 22,473

generation



 
 
 
 
 
 
 

Annex A 




































































