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Request for Review

“Fuel oil to animal tallow switching at Companhia de Fiação e Tecidos Santo Antônio" (1117)

Dear Sir/Madam,

Please find below the response of the project participant and the TÜV NORD JI/CDM Certification Program to the request for review for the above mentioned project no. 1117. 

If you have any questions do not hesitate to contact us.

Yours sincerely,

TÜV NORD JI/CDM Certification Program
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Dipl.-Ing, R. Wilkes " Dipl.-Ing. R. Winter




Rainer Winter

	Request for Review 1-4

	Issue raised by EB Member(s) / DNA
	1) Further substantiation is required regarding why the substitution to tallow cannot be implemented without the benefits of the CDM.

	Response of project participant
	The barriers to the implementation of the proposed project activity are the price of the fuel and the increasing demand for it. Animal tallow is more expensive than the fuel oil type A1 when they are compared in terms of energy.  The Net Calorific Value (NCV) of animal tallow is about 10% lower than fuel oil’s NCV. In addition, because of the legal obligation to add 2% of biodiesel in diesel, the demand for this source of fuel is high in the region.

For example, fuel oil cost as per October, 2007, R$1.1379/kg. In terms of energy this price would be as estimated in the below table.

Table 1 – Fuel oil’s price in terms of energy.

[image: image2.wmf]A1 Fuel oil 

Price

1.1379

R$/kg

NCV

9,600

kcal/kg

28,310.70

R$/TJ


Cia. Santo Antônio’s supplier of animal tallow (Indústria de Rações Patense Ltda.) offered two payment conditions:

· 1st proposal: Consider a fixed price for the animal tallow equal to R$1.05/kg;

· 2nd proposal: The animal tallow’s price would be equal to fuel oil’s. In this situation the animal tallow would cost to Cia Santo Antônio as of today, R$1.1379/kg.

The price of the animal tallow for the 1st proposal would be R$29,369.74/TJ and for the second R$31,828.40/kg. These prices are higher than the price of the fuel oil and CDM incentives would be important for the maintenance of the project activity. In fact, only the first proposal is economic feasible when CERs are considered.

Table 2 – Comparison between fuel prices proposed to Cia Santo Antônio by the supplier.
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Without CERs

With CERs

Price 

1.0500

R$/kg

Price 

0.9360

R$/kg

NCV

8,539

kcal/kg

NCV

8,539

kcal/kg

29,369.74

R$/TJ

26,179.97

R$/TJ

2nd Proposal 

Without CERs

With CERs

Price 

1.1379

R$/kg

Price 

1.0239

R$/kg

NCV

8,539

kcal/kg

NCV

8,539

kcal/kg

31,828.40

R$/TJ

28,638.64

R$/TJ


Analyzing the current scenario in the country related to this source of fuel it can be said that the animal tallow supplier is motivated to increase the price of the animal tallow because the demand for it has increased in the past few months. This increase is related - as mentioned in the PDD - to the implementation of the obligation to mixture 2% of biofuel to diesel oil.

Additionally the Federal Government has launched the National Biodiesel Production & Use Program (from the Portuguese Programa Nacional de Produção e Uso de Biodiesel). This program formally authorizes the blending of alternatives sources of oil (e.g. animal tallow) with diesel oil. More information about the program can be assessed in the web-page http://www.biodiesel.gov.br/.



	Response of DOE
	The provided calculation and data have been checked and assessed to be correct. 


	Request for Review 1-4

	Issue raised by EB Member(s) / DNA
	2) As the applied methodology relates to “renewable energy technologies that supply individual households or users with thermal energy that displaces fossil fuels…..”, the applicability of the methodology should be further justified.

	Response of project participant
	Companhia de Fiação e Tecidos Santo Antônio is a textile company that uses the steam produced in the boilers in the process of manufacturing the fabrics. Before the implementation of the project activity, the boilers were fueled with fuel oil. During the crediting period the major fuel used will be bovine tallow.

	Response of DOE
	The project activity consists of the displacement of fossil fuel (fuel oil) by animal tallow to produce thermal energy (steam). The total capacity of the boilers is 31.7 MWthermal. Thus all applicability criteria of AMS I.C. are met.


	Request for Review 1-4

	Issue raised by EB Member(s) / DNA
	3) As the applied methodology also refers to “…energy derived from renewable biomass….”, further clarification is required if the animal tallow fulfils the definition of renewable biomass as per the guidelines from EB 20, paragraph 2a.

	Response of project participant
	The document “Clarifications on definition of biomass and consideration of changes in carbon pools due to a CDM Project Activity” presents in its 2nd paragraph the following definition for biomass:

“2. …

(a) Biomass means non-fossilized and biodegradable organic material originating from plants, animals and micro-organisms. This shall also include products, by-products, residues and waste from agriculture, forestry and related industries as well as the non-fossilized and biodegradable organic fractions of industrial and municipal wastes. Biomass also includes gases and liquids recovered from the decomposition of non-fossilized and biodegradable organic material.

(b) …”

The fuel used in the project activity is the bovine tallow, referred in the project activity as animal tallow. Once this fuel is non-fossilized and biodegradable originated from animals it shall be considered a renewable biomass based fuel.

In addition, the following provision of Annex18, EB 23 meeting which provides definitions related to renewable biomass, also applies to the fuel used in the project activity:

“Biomass is “renewable” if one of the following five conditions applies:

 …

5. The biomass is the non-fossil fraction of an industrial or municipal waste…”



	Response of DOE
	The response from the project participants is assessed to be satisfactory. TÜV NORD agrees to the opinion that the animal tallow fulfils the definition of renewable biomass. Animal tallow is the non-fossilized and biodegradable organic fraction of industrial waste and thus is in compliance with provision of Annex 18, EB 23 and Annex 8, EB 20.



	Request for Review 1-4

	Issue raised by EB Member(s) / DNA
	4) The monitoring plan should include the metering of thermal energy generated.

	Response of project participant
	As stated in the methodology “For renewable energy technologies that displace technologies using fossil fuels, the simplified baseline is the fuel consumption of the technologies that would have been used in the absence of the project activity times an emission coefficient for the fossil fuel displaced…”.
The emissions reductions were estimated considering the input of fuel in the boilers included in the project activity and the monitoring will principally consider the fuel consumption in the boilers during the crediting period.

The methodology states that monitoring shall consist in three possibilities which of them the first applies to the project activity.

“Monitoring shall consist of:

(a) Metering the energy produced by a sample of the systems where the simplified baseline is based on the energy produced multiplied by an emission coefficient;

(b) …”

Nevertheless, the thermal energy generated is indirectly monitored by the company. Regular measurements of feedwater and water consumption in the boilers in conjunction with the monitoring of operational conditions of the boilers (temperature and pressure) – in order to calculate the enthalpy of the steam – provide the thermal energy generated. 

When required, the necessary changes will be done in the PDD. In this case, the Letter of Approval of the Host Party shall be revised.  



	Response of DOE
	All parameters required to calculate emission reductions are included in the monitoring plan. However as stated correctly, according to the methodology the monitoring shall consist of the metering of the energy produced by a sample of the system where the simplified baseline is based on the energy produced multiplied by an emission coefficient. The client has to revise the monitoring plan accordingly.


	Request for Review 1-4

	Issue raised by EB Member(s) / DNA
	5) The monitoring plan should include the annual evaluation of whether there is a surplus of biomass in the region and any leakage that may need to be estimated and deducted from the emission reductions in accordance with the Board’s “General guidance on leakage in biomass project activities (Ver.2)

	Response of project participant
	The methodology version used in the project activity does not require the monitoring of the leakage. Nevertheless, considering the Board’s “General guidance on leakage in biomass project activities (Version 02, EB 28)” the relevant emission sources shall be identified. 

In the case of the proposed project activity the source the following category can be identified:
“4.…

C. Competing uses for the biomass. The biomass may in the absence of the project activity

be used elsewhere, for the same or a different purpose.”

The supplier of animal tallow consumed by the project activity is Indústria de Rações Patense Ltda.
 This industry produces meat and bone flour and bovine fat, which is the biomass used in the project activity. 

Patense has two factories installed in Minas Gerais - the same State in which Cia Santo Antonio is located - and these two plants have a production capacity of 120 thousand tons of sub product per year. Approximately 47% of the sub products correspond to bovine fat which means that both Patense’s factories can produce over 56.4 thousand tons of bovine fat per year.

The Project Activity is expected to consume 5,310 tons of bovine fat per year. This represents less than 10% of the production of Cia Santo Antonio’s supplier, or rather, the quantity of available biomass in the region is more than 25% larger than the quantity of biomass utilized in the project activity. Then accordingly to the mentioned tool, this source of leakage can be neglected.

An annual evaluation will be carried out if there is a surplus of biomass in the region of the project activity, which is not used. When required, the necessary changes will be done in the PDD. In this case, the Letter of Approval of the Host Party shall be revised.  

	Response of DOE
	TÜV NORD has verified the data provided by the PP. With regard to the requirements of the “General guidance on leakage in biomass project activities” TÜV NORD confirms that at time of validation leakage due to competing use for the biomass has not to be considered in the emission reduction calculations. However, as stated correctly, the mentioned tool requires the annual monitoring of the level of surplus of the biomass in the region of the project activity. The client has to revise the monitoring plan accordingly.
If this information is not sufficient to close the request for review, we appoint Mr. Rainer Winter as our contact person.

Mr. Rainer Winter
TÜV NORD JI / CDM Certification Program 

Langemarckstraße 20 
D-45141 Essen 
Fon: +49 (0) 201-825 3329 
Mob: +49 (0) 160-888 0000 
rwinter@tuev-nord.de

Email: rwinter@tuev-nord.de









� More information about the bovine tallow supplier can be obtained at � HYPERLINK "http://www.patense.com.br/ing/" ��http://www.patense.com.br/ing/� 
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