Mr. José Domingos Miguez
Chair, CDM Executive Board
UNFCCC Secretariat
CDMinfo@unfccc.int

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.

SGS United Kingdom Ltd , SGS House, 217-221 London Road, Camberley, Surrey GU15 3EY Tel +44 (0)1276 697877 Fax +44 (0)1276
691155
| Registered in England No. 1193985 Rossmore Business Park, Ellesmere Port, Cheshire CH65 3EN  www.sgs.com
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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. |
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 NOXx 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
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( Feasibility for 10 MW cogen Plant S hs. 1

-
Subject: Feasibility for 10 MW cogen Plant
Date: Tue, 4 Feb 2003 15:46:12 +0500
From: kjilkar@ THERMAXINDIA.COM
To: vkalele@apollotyres.com
CC: vkalele@apollotyres.com

Dear Mr Kalele,

AL the outset let me thank you and your team for the kind Ccourtesy you
extended to us during sur wvisit to your plant last week. Az dizcussed
Wwith you we are enclesing a prelimnary feasibility for your evaluation for
the 10 MW cogeneration plant.

The feaszibility ceonsiders the following options

1. Grid + Stead-alone boiler

2. DG alongwith an EGB and Firsd boilar

3. BTG based on petcoke and imported coal

4. S5TG based on indian coal

5. S8TG pased on Furnace oil

E. Gas Turbine bassd system with Heat recovery steam generater and a fired
= boiler,

You will observe that the STG based opticn on Petcoke 15 the most
attractive as it offers the earliest payback for the project,

Keeping in mind the shortage of raw water we have also considered an aiz
cooled condensor. This has brought down the overall make up water
regquirement to less than 20 M3/Hr. This is of course based on a specific
raw water analysis.

As far as delivery is concerned we may be in a position te offer the boiler
for this option within 11 months which will meet your procass steam
requirement and power can Be drawn from the grid. The STG and 1ts BOP
will fallow in 4-6 months, Thieg is subjact te the avallability ef
pressure parts while placement of ordsr.

A5 far as the leads form the banberies is concerned we propose that you run
the Cogeneration plant parallel with the grid to absorb the fluctuations
from the sudden load throw off and load cn conditions. Tou may also like
invetsigate the banking arrangement with GE® {I have explained to Mr
Moses)which will bring down your energy bill further.

Please let us know your views on the aboveand feel free to call me in case
you have any doubts,

With the above background we would like te make a presentation to Mr
Erabhakaran as well as your entire plant personnel on Thermax Capability to
design engineer procure and construct a codeneration plant on turnkoy
basis. Please let me know a convenient Hate when I can arrangs this
Drsentation,

(See attached file: FEASB KALELE 4-02-03.xls)

Feards

Kirtiraj Jilkar

Loz 11.02.2006-2:41 PM
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STG on GTG
Grid Based |DG Based |Petcoke+ Imp |STG on Indian|STG on BASED ON
E.Ma Particulars Units Systam  {on FO Coal Coal Fumnace Oil {GAS
| n 1 v v Vi Wl Wil 1%
For Expansion

A Power Data WA (2x18V32) [1 = 10 Mw 1 x 10 MW 1z210MW 11 X910 MW

Gross Powear Ganerated for

DGISO(Zxd )
1 STG (T % 100 GTG {1 X 10 MW KW 12000.00 840000 10004 10003 1000000 10650.00
3 Plant knading ke 1005 B0%, 100% 100% 100% 100%
4 Generation at Site KW 1200020 T560.00 10000.09 1000000 10090.00 224400
5 Auxilliary Consumption KW 0.00 378 12500 12500 12500 534.5
g Met Powear Genarated W 1200000 Tig2.00 ET50.00 B750.00 B750.00 7759.50
7 Cperating hours per annum Hours 2780 7500 200 B200 2200 24040
3 Units exporied par annum Lac KWh 1061.20 538.65 Ti7.50 ¥17.50 T17.50 647 60
9 limpon fram the grid Lag KWh g.00 E12 65 33370 333,70 333,70 #0360
B |Steam Data
1 Steam generation from system TEH .00 350 29 00 2900 29.00 20.00
2 |Deficlt Stearm quantity TFH 29,00 2550 o [+] i) 900
<! Additional Boiler required Yes Yes Mg Mo Mo Yas
4 |Capacity of Addilonal boslar TFPH 33.00 28.00 o 4] [¥] 10.00
c Fuel _D_ata

Petcoke+limp

1 |Fuel for the plant Furnace Qil | Furnace Ol Coal Indian Coal | Furnace Oil Gas
2 |Fusl Requined annually

Fuel for Powar TPH ar M3/Hr .00 168 6.56 15.98 449 F36%. 63

Fual far steam TFH 1.71 1.78 0,00 0040 oog 063
o 'I:uhe Oil Data
1 Lt OHl réquired per day Kos! Day 5.00 17237 10 10 a 2
3 |Costof Lube all par Annum Rz Lacs 0.8 377 238 238 1.91 045
E | Qperating Data
1 Interesi on Capial (Assuming 100% Dent) % 3% B B3 B% 8% B3
2 |O&EM Cost on Gross generation Fis KWh .05 0325 0z 0.2 0.2 U025
3 |Eslimated Plant Life Years 25 10 25 25 25 25
4  |Depreciation rate expected o 4% 10% 4% A% 4% 4%

Estimated Project Cost{Not Plant and
H Machinery cost) As.Crores 1.00 2B.00 38.00 AT.00 35.00 40,00
1 Cost of Power
1 Fuet Cost for Pawer Rs Crs Q.0 13.72 1156 A2.78 4550 1861
2 Grid Power Bs Crs 6L.97 29.73 15.35 1838 18.35 23.41

Confract Demand Charges-130perkVaper
3 Month # Ra/Cra 324 1.08 .81 0.81 Q081 0.81
4 |Lube CHl Cost Rs Crs 018 0.38 0.02 .02 002 000
5 D&M Caost Rs.Crs 0.53 142 1.684 164 1 64 2.ed
B Interesi Cost for 65% debt R5.Crs 0,05 1.48 1.88 1.82 182 208
7___|Steam generation Cost fis Crs 15.05 16.47 0.00 0.00 0.00 5 BG
8 |Depreciation Cost per annum Rz Crs 0.04 280 1.52 148 140 1.60
3 |Costof Limasiones Rs Crs 0.00 000 &.08 026 0.00 000
10 |Cost of water Rs Crs 0.00 0.04 .00 0.00 0.09 0.00
Jd  |Delivery in mo nths Manths 5 8 15 15 14 12

Total Cost of Energy for Power, Steam
¥ |IFixed Plus Variable) Rs Grs BO.5E £7.04 Tar 59.00 65.64 52.64
L [Analysis

Crearall Savings over Grid Operation per
1 |Year Ris.Crs 13.92 43.08 21.96 1542 28.32
2 |Payback with respect to Grid Years FRg ] .58 1.69 227 1.41
3 |Overall Savings over DG Operalion per Year |Rs.Crs 29.18 B.04 1.50 14.40

Payback with respect 1o DG Taking
4 |Differential Cost Years 0.34 1.12 467 0.833
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SUBJECT TO VADODARA JURISDICTION

JANARDAN METAL INDUSTRIES

Engineers, Manufacturers, Steel Fabricators & PipeLine Contractors
And Approved Boiler Repairers

Behind Atladara Rly. Stn. Padra Road,
ATLADARA, VADODARA - 380 012.

Telephone: Factory & Office: 2680032
Telefax: 2681335 Residence: 2340936

Email: jmi@icenel.nat, imi@icenet.co.in

Date: 16. 06. 2006

To,

Apollo Tyres Limited
Village: Limda,

Tal. Waghaodia,

Dist. Baroda

Dear Mr.Vikram Kalele,
This has reference to our telephonic discussion regarding availability of Indian coal.

We had indicated to you earlier vide our fax dated 18-02-2003 regarding availability and rate of

Indian Coal and once again we confirm that there is no problem regarding availability of this
coal,

To give you more confidence, this time we have arranged quotation of all grades of Indian Coal

from M/S Shah Coal Pvt. Ltd. directly on your name (A copy of which is attached with this
letter).

Please confirm your firm requirement at the earliest for further action.

Regards

For Janardan Metals Industries

Partner
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SHAH COAL PVT. LTD.

COAL & COKE MERCHANTS & COMMISSION HGEE'I:

' Mumbai-400 055
fi-8. 3rd Floor. Moiz Aportments, 19th TPS Road. Shuja Boug, Santacruz (€).
Fno(02) - 2610 1955/ 2612 4811 / 3009 2353 *Fox : 2618 2957 = E-mail : shuh:odpvtltﬂﬂwnl.ﬁﬂ

S

Dt~ 16/6/2006

in,

Mr. Vikram Kalele,
Group Manager - Project,
Apollo Tyres Lid,

Limda Plany

Baroda

Sub: Supply of Steam cosl ta Vour plant at Barnda

Dear Sy

With reference 1o Your enquiry for procurement of Steam coal to your plant 3t Baroda, we
hereby give our offer for supply of coal by roay -

Tvpe of Coal Grade _Rate / Ton

Steam Coal ~A" Rs, 4.00¢/-
e B" Rs.3.800/-
— -C--r R:siarﬁm!r‘
e BD'.- Rﬁ'.sjm"

The above rateton is only the cost of coal, Transportation charges and 49 V.AT. shall
be charged on above mentioned cost of cnal,

earfiest

Thanking vou.
Yours truly,
For Shah Coal Pvt, i,

V'R ast,

Mhrector,




W AVAILABILITY OF NATURAL / LNG

ul 3

Subject: FW: AVAILABILITY OF NATURAL / LNG
Date: Thu, 3 Apr 2003 11:19:33 40530
From: Pankaj Bhagat <p.bhagat@gail.co.in>
To: "vkalele/@apollotyres.com™ <vkalele@apollotyres.com>
CC: "vikramvk{@satyam.net.in" <vikramvk@satyam.net.in>

Kind Attn. - Shri VIKRAM KALELE

This has reference to our telecom, Our point-wise reply to the queries are addressed at follows

1 The indicative price of RLNG from Dahej would be in range of Rs 7100 - 9500 / 1000 SCM (exclusive of tpt,
laxes, levies) The price 1s under finalization and any benefit would be passed on to the customer.

2 The agreement from supplier of LNG is already in place PLL is joint venture of major 'navratnas’ viz GAIL,
I0CL, BPCL and ONGCL. GAIL is investing about Rs 3000 Crores for pipeline infrastructure and similar amount is

being invested by M/s PLL at Dahej terminal The expected schedule of supply of RLNG from Dahej Is from 18t
Cuarter 2004

3. The price of RLNG would compnise of LNG FOB. Shipping, Regasification. transportation, levies, dulies and
laxes.

4 The Indicative composition would be as follow

Components Iiol%

0 | nol less than 25
c2 not more than 9.2
.3 not more than 3
4 not more than 2
C5+ not more than 025
M2 not more than 1 25
Total 5 ulphur 10 ppra () max

5,6,7 The pressure wouid be o suit the customer requirement and GAIL would supply RLNG to the customer's
plant.

Best reqards

Pankaj Bhagat

Manager (Mktg |

24,02 2006 4:07 1*M
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Gas Turbine Installation Details For Near By
“Industries.

Contact Person

| Mr. AK Verma,

| Plant Operution
| in charge

Ltd., 8] D'huﬂu'n.,_'

| Baroda Plant : : | Pﬁw:::rl_’li&'nt

WS Bell " [ Mir. Manoj Sheth
CeramicLtd. |4 -

Plant e - |




