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We thank the Executive Board for providing us an opportunity to respond to request for 
review raised by the three EB members. The request for review has been on three main 
points. Our reply all the three points is as follows: 

1. Demonstration of additionality  

Additionality of the proposed project activity has been projected on basis of latest 
version of the ‘Tool for demonstration and assessment of additionality’. As per 
this tool, the project proponent has been given an option to chose step 2, 
(Investment Analysis) or step 3 (Barrier Analysis) before moving to step 4 
(Common Practice Analysis). Thus, the choice of barrier analysis (step 3) is well 
within the means provided by EB to prove additionality. In the present case, the 
DOE has been presented the following arguments to indicate that the proposed 
project activity faced barriers: 

a. SIIL has been operating copper smelter plant based on ISA smelting technology 
since 1997. However, there was no provision for recovery of waste heat from 
smelter till the year 2005 when proposed project activity was implemented. Prior 
to the project activity, waste gas was treated with a system of sonic spray, gas 
cooler, and other associated equipments, which were rather than producing 
electricity were net consumers of electricity.  

The project proponent had sought an expert view on possibility of establishing 
waste heat recovery unit for the plant prior to conceptualization of the project 
activity. The expert view (The Winter Company, April 22, 1998, Sterlite Copper 
Smelter Expansion, Project Number 175 - 01 Annexe I) was against any such 
unit and the proposed project activity was potential hindrance to the core 
business activity of copper production. The view of the expert was (Page 4 of the 
letter):  

• WHB would be expected to reduce ISA availability 
• On the surface, WHB is not an advantage and could be detriment  

Further to above, even the technology supplier has not been able to give any 
affirmative disclosure on production stoppages associated with introduction of 
waste heat recovery boiler. The main reason for non-availability of the ISAsmelter  
has been sighted as problems associated with the waste heat recovery boiler 
(Please see Page 7 of the article, Philip Arthur, November 2003, Xstra 
technology, Not Just a flash in the pan, Annexe II 
http://www.isasmelt.com/downloads/XT_ISASMELT_Paper_ArthurCu2003.pdf). It 
is note worthy that the article was published November 2003, much later than the 
date of starting of the proposed CDM project activity on April 10, 2003. 

It may be noted that any difficulty in the waste heat recovery boiler would 
ultimately lead to stoppage of the production process itself. This can shake the 
very business on which the project activity is resting. Especially when it has an 
option of going to a less risky option. 

The project proponent had an option of using existing three sources of electricity 
i.e, captive power generation from FO fired engine generator set, import from 



 
MALCO or import from southern region grid of India. None of these plausible 
alternatives posed any problem to the core activity of copper production for the 
project proponent.  

In spite of this easy way, the project proponent chose to select a route that could 
hamper core business of production of Copper. In effect, loss of one hour of 
production stoppage would result in loss of about 35 tonnes of copper production 
as per installed capacity of the ISAsmelter. Thus, against a potential advantage 
of 11.2 MWh of electricity generation by the project proponent, which would give 
an advantage of INR 34,284 (By considering cost of supply of electricity as INR 
3.07), SIIL was expected to loose production loss worth 5,32,000/-per hour (By 
considering a conservative gross margin at INR 14000/T).  

Above statistics are not considered to show the barrier but are in effect presented 
the financial implication of the technical barrier faced by the proposed project 
activity. Thus, by facing barrier due to technology the project proponent has also 
taken great financial risk.  

b. The validation team considered, common practice analysis presented by the 
project proponent in step 4 of the ‘Tool for demonstration and assessment of the 
additionality’. It was noted that copper smelting was at only three places in hsot 
country, India Birla Copper, Hindustan Copper and Sterlite Industries India 
Limited in the host country of India. Out of these three, SIIL is the only smelter, 
which is applying ISASmelt technology. The other two smelters are applying flash 
smelting and other technologies. Thus, going by the guidance of the additionality 
tools, the technology measures are not comparable. In addition to above, the 
population of copper smeters is too low to give a meaningful conclusion on the 
issue.  

Here, the views of the technology supplier with respect to the project activity are 
quite interesting. They have stated that the proposed project activity is unique in 
nature and a technological challenge on account of the following factors (Please 
refer to page 10 of Annex II): 

1. Will have largest capacity of any ISA furnace built to date 
2. With two major changes in the process design being installation of waste heat 

boiler and installation of second settling furnace  

These publicly available documents suggest that the project activity is not a 
common practice for not only the host country but also for the ISAsmelter 
technology itself. TWith two major changes in the process design being 
installation of waste heat boiler and installation of second settling furnace

c. Further more, the validation team has taken into account the fact that in spite of 
SIIL operating the ISAsmelter since 1997, they had to send their personnel to 
China for training WHRB Operations. The need for training on ISA smelt 
technology with arrangement for waste heat recovery unit is also reiterated by the 
technology suppliers (Please see Annexe II, page 12).  

The training for the YCC plant in China is a point to be considered here. The 
plant had similar situation as SIIL. It was an existing copper smelting unit. 
However, while shifting to ISAsmelt furnace with provision of waste heat 
recovery, it needed very extensive training for its employees. The report has 
stated that ‘The total tuition time was 430 hours where 200 employees were 



 
involved.’ In addition to this training in China, selected employees were also 
trained in Australia. (Please refer to 
http://www.isasmelt.com/downloads/XT_ISASMELT_Paper_YCCTMS2003.pdf, 
Annex III). Thus, the process is complex and requires extensive training on 
operation including the operation of waste heat boiler.  

Above consideration and the fact that training had to be imparted on the SIIL 
employees in China indicates helped the validation team to arrive at an opinion 
that the proposed project activity indeed faced managerial barrier. 

As DOE, we have considered the reasons and explanations given in the 
preceding paragraphs rather than accepting the one reason of PDD that Furnace 
oil is used as fuel for superheating the steam against coal.  

2. Baseline Scenario 

The baseline scenario is identified as per guidance of ACM0004/Version 02. The 
methodology has suggested the following: 

‘Among the alternatives that do not face any prohibitive barriers, the most 
economically attractive alternative should be considered as baseline scenario. In 
the present case, all the alternatives were compared for their cost of production 
of 1 kWh electricity as determined in the internal calculations of SIIL. The 
analysis has suggested that power generation from CPP is economically most 
attractive option compared to all the other plausible alternatives. This is clearly 
indicated on page 14 of the Revised Draft CDM PDD (September 2006). The 
same comparison table is reproduced herewith for information of the EB. The 
values in the table are variefied by the validation team.  

Alternative Cost / kWh 
(In INR)  

Significant 
Aspects 

Other 
Considerations 

1) Import of Electricity 
from the state grid 

19.60 Less capital 
intensive, 
purchase cost is 
high 

No clearances / 
Approvals are 
required 

2) Import form MALCO 2.90 No capital 
investment is 
required, 
purchase cost is 
high 

No clearances / 
Approvals are 
required 

3) Power generation 
from captive power 
plant of Sterlite 
Industries India 
Limited 

2.89 Higher capital 
investment, 
capital cost is low 

Clearances / 
Approvals are 
required 

In-house expertise 
is available to 
implement this 
alternative 

Combination of 1, 2 & 
3 

3.07 Capital intensive / 
Cost is high 

Clearances / 
Approvals are 
required 



 
Column 2, is the economic analysis which is used as guiding tool for 
determination the baseline of the methodology. The lowest cost or most attractive 
economic parameter for the project activity is INR 2.89/ kWh. While, it is evident 
that this is the lowest cost alternative the additional points to consider power 
generation from captive power plant are 

• More than 85 per cent of power is obtained from this source and 

• This is also the lowest emitting source as already mentioned on page 26 
of the validation report. 

Above analysis suggests that selection of the baseline is in line with the guidance 
of ACM0004/Version 02. 

The project proponent would have opted to select the baseline as per guidance 
of the methodology where no distinction is made on type of Captive Power Plant. 
Selection of baseline purely on basis of the electricity generated without 
attributing any emission to steam generation would have in that case would have 
certainly not violated the letter of the methodology. However, it would have been 
at the expense of cardinal principle of CDM, which is based on conservative 
estimate of emission reduction. The baseline selected is LSHS fired generator 
set with additional provision to recover heat from the waste heat of the exhaust 
gas. This plant could have operated without any waste heat recovery and would 
have still generated the necessary electricity with the same fuel consumption and 
hence, same power generation.  

However, in order to have an estimate that is more conservative than the 
guidance by ACM0004/Version 02, the project proponent has chosen to deduct 
the emission that would have occurred due to steam generation. The fuel is 
considered as LSHS for this purpose. Thus, the project proponent has been 
conservative in using these formulas and has estimated lower amount emission 
reduction. In effect, this measure has lowered the emission reduction by about 18 
per cent. 

Furthermore, we would like to indicate that the project proponent has followed the 
guidelines of additionality tool. The tool has asked for ‘plausible, realistic’ 
alternatives to the project activity. There is no need to have actual spare 
capacity. The fact that prior to the project activity as well as expansion, FO fired 
engine generator met major proportion of the electricity needs of SIIL, indicates 
that it is indeed a ‘plausible, realistic’ scenario.  

3. Calculation of Baseline Emissions 

ACM0004/Version 02 has indicated that the methodology is applicable to: 

Electricity generation project activities  

- That displace electricity generation in the fossil fuels in the electricity grid 
OR 

- Displace captive electricity generation from fossil fuels 

The present power-generating unit comprises of a waste heat recovery boiler, a 
turbogenerator set of 11.2 MW and a condenser. All the steam generated in the 
boiler pass through the turbine and is going to a condenser. Thus, the steam is 
not used in the process at all. This is very much a part of the ACM0004/Version 



 
02 applicability criteria. A schematic diagram of the system is shown below for 
greater clarity. 

The methodology has stated that the baseline electricity generation should be 
from fossil fuels. It has never stated that a combined heat and power generation 
cannot apply the methodology. The project proponent could have applied 
formulae given in the methodology. However, in order to be ‘realistic and 
conservative’ the project proponent has applied additional formulae to determine 
the baseline.   





 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Annexe I: 
 

Opinion By Experts of The Winter Company 















 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

Annexe II 
 

ISASMELT – Not Just Flash in the Pan 
 









































 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Annexe III 
 

YUNAN Copper Corporation’s new smelter 
China’s first ISASMELT 

 


































