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04 July 2006 

  

 
Re        Request for review of the request for registration for the CDM project activity "Waste heat recovery 

project based on technology up-gradation at Apollo Tyres, Vadodara, India” (Ref. no. 0389). 
 
 
 
Dear Mr. Miguez, 
 
SGS has been informed that the request for registration for the CDM project activity "Waste heat recovery 
project based on technology up-gradation at Apollo Tyres, Vadodara, India” (Ref. no. 0389) is under 
consideration for review. 
 
Through this letter we would like to comment on the reasons for review and provide additional information, 
Information has also been provided by Apollo Tyres Ltd., which has been sent to UNFCCC Secretariat and 
uploaded. 
 
 
1a) “The investment test has not been done properly by the developer and not been appraised properly by 
validator. The validator has not recognized that the alternative to the project “power and steam generation 
with boiler and steam turbine using Indian coal as fuel” is unrealistic due to the shortage of domestic coal 
which is thus not delivered to private industries but only to power plant and state industries. So the only 
alternative “Generation with boiler and steam turbine using petcoke and imported coal as a fuel” is realistic. 
The PDD does not give the assumption about the imported coal used to derive IRR for the alternative. 
Moreover, the PDD does not include the enclosures mentioned in page 13 so it is impossible for me to check 
IRR calculations.” 
 
The identification of the alternatives was based on a feasibility study of the project activity with all the 
options/alternatives available (including Indian coal as fuel). The study was conducted by a Thermax, a third 
party, and included the total costs of energy for all the alternatives. A copy of this study is attached as Annex 
01. This report was consequently used by the project to calculate the IRR. So although some of the 
alternatives can be considered as unrealistic, data were available and have been validated. 
 
The price of imported coal used to drive the IRR for the alternative was taken on the basis of a letter faxed 
by M/s Janardan Metal Industries stating prices for different kinds of coal to the project developer. The letters 
are attached as Annex 02. The recent letter from the supplier also states that there is no coal scarcity in the 
region and easily available at given price. 
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The enclosure to the PDD were available but were not uploaded as part of the request for registration. 
Please find attached all relevant enclosures (Annex 03) with this clarification for all the analysis in spread 
sheet. 
 
1b) The natural gas price assumption for the project case is unrealistically high. According to the Indian 
ministry of oil, the price per m3 was 2.85 Rs in 2004 (see petroleum.nic.in/petstat.pdf, table 30). Even if 
pipeline costs of 1.1 Rs/m3 are taken into account, the price is still just half of the price quoted in the PDD. I 
strongly suspect the project case to become the most attractive if realistic natural gas price is used.  
 
The natural gas price (Rs.8.19/SCM) has been taken on the basis of communication between the client and 
GAIL (Gas Authority of India Ltd.). The copy is attached as Annex 04 for your kind reference. The finalised 
actual price of gas is also nearly same. The actual invoice copy is also attached in Annex 04. 
 
1c) The sensitivity analysis is designed in a way (assumption about the price changes) that always make the 
project case less attractive than the alternative. The EB should require project developers using an 
investment analysis to state all the assumptions and to publish the excel sheets as annex to the PDD. In 
case of confidentiality issues, the sheets should at least be made available to the DOE and the RIT 
members to check the calculations. 
 
The enclosure were available but were not uploaded as part of the request for registration. Please find 
attached all relevant enclosures (Annex 03) with this clarification for all the analysis in spread sheet. 
 
2) The PDD does not contain any documentation on the sources of the electricity grid emission factor. It is 
just mentioned in table A.4 of the PDD as 760g CO2/kWh. While the validator states of page A-10 that 
supporting information was provided and therefore closed NIR 4, the supporting information has not been 
integrated in the PDD. 
 
The enclosure containing all the grid emission factor calculation is attached in spread sheet (Enclosure 8 in 
Annex 03) 
 
3) The validation findings overview (p.3) states that the investment barrier is used for additionality, then 
mentions a technology barrier but only gives an argument on the barriers according to prevailing practice. A 
letter from the producer of specific type of equipment that this equipment (produced by the same producer) 
has not been used in the host country is not sufficient evidence for the prevailing practice barrier, as similar 
equipment manufactured by other producer could be widespread in the host country.  
 
SGS decided on the additionality of the project based on the presented “investment barrier”. It is regarded as 
sufficient to prove one barrier. However, please find below explanation on how the relevant NIRs was closed 
out. 
 
The above mentioned letter does not fulfil the requirements specified by SGS to close NIR 4 stated on page 
A-9 of the validation report: “ Under common practice analysis, please provide other same kind of project’s 
name and distinctions between them and project activity.” 
The project activity is a small scale project activity and according to Attachment A to Appendix B project 
participant provided an explanation to show that the project activity would not have occurred anyway due to 
Investment barrier: a financially more viable alternative to the project activity would have led to higher 
emissions. This barrier was justification enough to prove the additionality of the project activity and was 
verified.  
 
Moreover, the common practice was analysed in the region to get more information why the Low NOx 
turbines were not commonly used at the time of project activity was started. Low NOx turbines were not 
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found common in manufacturing industries and a letter from Turbine supplier was taken as evidence. The 
other companies having gas turbines were also contacted to find out if they have such turbines. It was found 
that the use of Low NOx turbine was not common practice in the region. The company details are attached 
as Annex 05. This was additional information and was not directly going to affect project additionality of SSC 
project activity and hence NIR4 was closed out.  
 
Ad 4) The spreadsheet in annex 4 (Calculations) attached to the CDM-SSC-PDD (version 02) has columns 
missing which was not noted by the DOE. 
 
The information was available in MS Word file and reviewed. The corrected CDM-SSC-PDD is attached for 
reference (Annex 06). 
 
We apologize if the initial validation report has been unclear and hope that this letter and the attached 
information address the concerns of the members of the Board. 
 
Sanjeev Kumar (+91 124 2399990 – 98 ext 219) will be the contact person for the review process and is 
available to address questions from the Board during the consideration of the review in case the Executive 
Board wishes.  
 
 
Yours sincerely 
 
 
Robert Dornau Marco van der Linden Sanjeev Kumar 
Director, Director Climate Change Program CDM Product Coordinator Technical expert 
Robert.dornau@sgs.com Marco.vanderLinden@sgs.com Sanjeev.kumar@sgs.com 
T: +41 22 739 92 54 T: +31181 693293 T:  +91 124 2399990 - 98    
M: +41 79 689 22 42 
 

M: +31 651 345590 M: +91 987 1794628     

 
Annexes: 
 
Annex 01: Feasibility Study Report 
Annex 02: Coal supplier letters 
Annex 03: Enclosures to PDD  
Annex 04: Communication with GAIL and Actual Invoice 
Annex 05: Companies having gas turbines in the same region 
Annex 06: Apollo Tyres SSC_ PDD-220606 
 
 
 
 
 




















