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AGENDA ITEM NO. 13: Propasal for grant
GEF/UNDF Projects

The Commitice discussed the Agendn lem in detail. It was pointed out that
the Project initiated by UNDP was very much cssentinl as the primary
objective of this project is to intnshice energy efficient technology packages
for the stoel festollitg sevtor of Tndia and therehy Tacilitate removal of

Barricrs t cnerpy ey v cnietpy conservation i B seclon

s appersved, an prneiple, the Proposal of Project Management

P Project for a Girant from Steel evelopment Fund to the

R "I 0 Crores over o perivd of five yenrs against the activities

e Proposal, sithjeot o fmal approval an the tolal Project by
lJ‘JDP-'fIlI

1 was nlso docidesd that Progeei Mosuggeament ©ell, CTFEA NI Posject shall
intiinate froi tine o time the ool @nction, say change in the Project cast
and By subsesgectit Changes i the linencial .:ihn.1=||m of different activities
as proqinsed new

Fumd will be released every quanter in mivance on the hasis of the mmeal
budgat approved by the project stoeriy, commiitee
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Hr 6. Rejendrs Kumar,
Joint Secretary, DCIRS and NPD,
UNDP GEF Projec,
Hinistry of Steal,
Udyeg Bhavan,
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Sh. K 5 Rajendra Kumar
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Sub: UNDP Project on Energy Efficient Improvement in the Steel Rerolling Secior

This has reference o D.O. letier addresscd w Secretary, subjrci
Iﬂﬂﬂd“ﬂhﬁ.ﬂﬁlﬂlﬁ#ﬂjhﬂbmm Dﬂlnﬁit_lqh“
“Mh“hlﬂnﬁhﬁﬂhmahrﬂhd“
-*qp;ih_--tﬂgi_- hﬁﬁnm“dﬂ

-u;?@'ﬂ"

subject to 1 tesms ared conditions applicable 2t Iluiuﬂ-#m:fu

Thnit_gpu.

Yours fisithRslly,
Ii,—\_l.l.'i ‘4‘5_,.

(D Hareesha Iddys)
e, "V /| Director

113



T e /Tasmgraph SCIEHCTESH

drenfid frera ad T Sam Sy
fmry T i R

o — W 7 Dheset TR (RS0

Fwdadl e wm mpfe == 3y e soe : m::m

GOV, OF o o) o1 ansande
TECHNOLOGY DEVELDPMENT BOARD b g, -y
RN TR T O RESRECE § THCHNOLOGT

- 1

F Mo TDREZ-51/02.03 &1 Seplampar 2000

shn K 8 Rajerdrm fumesr

dunnl Secretary

DCIAS & NPD

LNDP / GEF Projeci

Promasi ni Caill

ERL . JAC, 301 306 Avrobndo Place
gy Wihgs

E

Yours failbhah,

5.k GUPTA)
Ewcinlary

Pisass duote our Feleence Nombor i ALiTS Coreapo-ence

114







United Nations Development Programme
Global Environment Facility

21 October 2003
Lean
IIZI&ILTi Mr. Good,
Subject: CC/OP 3: IND/I3/G31“Removal of Barriers to Energy Efficiency
Im tint Re ill Sector in India” — PIMS No. 1515

I am pleased to attach herewith the above-mentioned project document | letters of commitment
from the Technology Bureau for Small Enterprise, SIDBI, Indian Renewable Energy Development
Agency Limited, Government of India Ministry of Science &Technology. Also attached is response to
comments from the Swiss, German and French Council Members, The brief was approved at the GEF
Executive Council Meeting in May 2003.

As per paragraph 29 and 30 of the GEF Project Cycle, we are submitting this project document
for circulation to the members of the GEF Executive Council and, subsequently, for your final
endorsement,

Thank you in advance for expediting the review and endorsement of this project,

Yours sincerely,

EY e fue_ja,ﬂﬂ.ﬁ - .E’?’/‘:_:—g

Frank Pinto
Executive Coordinaior

Mr. Leonard Good

Chief Executive Officer and Chairman
Global Environment Facility

Room G003

| 776 G Street

Washington D.C. 20433

c.ci  Richard Hosier, Principal Technical Adviser
C.c.  Usha Rao, Programme Officer, UNDP, India

One United Mations Plaza (FF-2), New Yori, NY 10017 Tei- (212) 906 5044 Faoe (217) 506 8958w undp orglgef



GEF

Global Environment Facility 1818 H Stroer, M
Washington, DO 30403 Usa
Tel: 202471 0508
Fax: 202 527 340-2345
Inraifmet: www g,Hmh.qr_._

February 11, 2004

Dear Couneil Member,

UNDP, as the Implementing Agency for the project, India: Removal of Barriers to
Energy Efficiency Improvement in the Steel Rerolling Mill Sector, has submitted the
attached proposed project document for CEQ endorsement prior to final approval of the
project document in accordance with UNDP procedures.

The Secretariat has reviewed the project document. It is consistent with the
proposal approved by the Council in May 2003, and the proposed project remaine
consistent with the Instrument and GEF policies and procedures. The attached
explanation prepared by UNDP satisfactorily details how Council's comments and those
of the STAP have been addressed. T am, therefore, endorsing the project document.

We have today posted the proposed project document on the GEF website at
www. gefweb.ore. If vou do not have access to the Web, you may request the local field
office of the World Bank or UNDP to download the document for vou. Alternatively,
¥ou may request a copy ol the document from the Secretariat. If vou make such a request,
please confirm for us your cumrent mailing address.

Sincerely,

1+ YLeonard Good
Chief Executive Officer and Chairman

ce: Altermate, Implementing Agencies, STAP




WORK PROGRAM: COMMENTS FROM COUNCIL MEMBERS
(Reference to GEF/C.21/Inf. 14 May 14-16, 2003)

RESFONSE TO GEF COUNCIL COMMENTS

UNDP: Remaoval of Barriers to Energy Efficiency Improvement in the Steel Rerolling Mill Sector

in India
_GEF Council Comments (France) Response
| The project aims at promoting and ot causing an evolution | No comments

hlhcmnfltemiﬂmilhgmiﬂnmlhewmﬂkwl.
| This sector counts spproximately 1200 wnits exploited
within the framework of SMEs. The total production is
Iwwm;mlﬁm?pamm;m-mrw
approximately  70% Indian consumption in long
| products. Energy represents the third of the production
costs, Technical improvements can bring to reduce by a
|d\hdmhmmnpum1h:mnmmhmtmgu
betwesn 2 and 4 vears! aceording to the selection of the
|redmnlug;ln:. About thirty units is targeted within the
ﬁ-mmrk.d::pmjmwhnmduiuiﬁnjpuhnfchm.
| The GEF would finance primarily the technical assistance
and variows operations pecessary for (3) the reinforcement

| of the organization of this seetor, (ii) the technical council |

and the training, (i) the support for new ESCOs, and with
| for the dissemination of information,

:E;iﬂiﬂﬂimpfﬂjmiipﬂnnfmnppmﬂrmmrg}'

- sector improvement. However answers should be brought to |

| the following aspects;

| It is bard to appreciale in the document the gemieral
competitiveness of these SME and their processes vis-d-vis
| with the large industrial rofling mills, which appear to be
the standird at the imernational level and to constinate the
| best solutions in snergy term.

| whereas sizel rerolling mill (SRRM) sector caters 1o almost 100
{ % long product (LP) steel producis. The SRRM secioe being
flexikle units is able to meet low volume requirement in variety

The competitiveness of the SME mills In Indin has been
assgssed vis-d-vis large intzgrated mills in terms of 11 major
detzrminants such as cost responsiveness to markes, product
diversification and quality, product design, fust-in Time (JIT)
delivery, after sales service, distribution network, training,
managerial initiative, R&D and inmovation, and information
echnology. In India, the overall competitive index is in favor of
SME steel mills, due to rensons as follows: |

- Integrated mills are situated at locations (in proximity to coal
and |ron ore mines), at distances far off from the major steel
consumption centers in the country. Given the relatively high in-
lnnd transportation cost, abolition of freight equalization fmd |
and unfavorable Jogistics, integrated mills are less responsive 1
local markets.

- Majority of the integrated mills are producing fine sseel

of steel grades and LP shapes and sizes o large number of
variety of customers-n charscteristic featere of the loca]l s=el
mackets in India. Integrated mills on the other hand are bulk |




producers and fail to meet instant low tonnage requirement of
majority of customers. Thus, over the years, SRRM sector has
graduated fo become an indispensable link in the overall supply
chain of steel in the country.

= The SERM seclor by and large now produces steel products
that meed mational BIS standards, Product quality i3 largely
driven by the market rather than by the scale of operations. The
SRRM's long products now occupy more than 70% of the
agtomobile component market (both OEM and replacement),
whereas SRRM construction steel also supplies nearly 85% of
the rural and semi-urban market. On quality font, the SRRM
sactor i3 comtinuously diversifying into higher end products such
a5 import substiation steels, production of special and
engineering steels for export, steels required for metre and other
infrastructure projects, TMT steels and coated rebar for
consmaction.

= Since quality has 2 premium in the market, product innowvation
is more visible in the sector than the energy innovation. The
present compozite mills are now using 70 to0 90% of sponge iran
in their charge mix to produce international quality of steel, The
project is further reinforcing the concept of quality and
peoductivity improvement through implementation of the
technology packages.

« Being next-door mills, instant ( just & time delivery is
generally the norm of supply of long product steel w variety of
local customers. After sales service 1% also superior in case of
- these SME steel mills, Taking advantage of the situation, many
integrated stesl mills have appoimted thess SME mills as their
BREMLS,

In its “soft” part *, the project appears expensive (5.75 MS)
tking into consideration its duration and its contenss and
should rhes be argued.

The project covers five major geographical clustars of SME |
mills in the county covering thinesn major states. GEF

contribution is limited to about 0% of the costs of program

component. The balance funds shared by the Government aff |
India and the mdustry. The investment component would be

{00% financed by the non-GEF sources, The bidget is based

on defailed costing of all the sctivities, both in the program

component and the nvestment component. The GEF funds

winld be canlviic and leverage additional resources, which is in

the ratio of about 5: 1.

The owerall project design is based on various cost optimization
models such' as linear programming, mulple wility eost
attribute nmalysis, and selection of least cost “win-win™ natire of
Iow GHG emitting technologies with an objective 1o expand EE
investments in the sector. The project is based on o barriers
removal framework and hos been designed on the premise that
investments In the suggested energy efficizncy improvements
are cost effective with low invesiment 1o saving ratios on
annualized basis (0.3 to 2 moximum} resulting in short pay back
periods (within one to two years), and thal ensures high
“willingness 10 pay” for the industry 1o propel investments

provided the barriers are removed.

I=d




The proposed Technical Assistance Progmmme (supported by
both the GEF and GOI) are linked to facilitating cost effective
invesiments across the whole SRRM sector im India. This
innovative instinional cost optimization model adopted is
expected o secure large-scale replication. Initially the model
will use GEF funds to leverage SDF, ECO and S&T funds, that
is, non-GEF funds to meet contingent liability and associated
wp-front costs with objectives to provide interest draw down
support and this, in turn, would leverage private sector funds for
implementation of 30 mode! units. Thereafter, the model will
focts on stresmiinmg credit review, development of *banksbje’
projects, appraisal and administrative functions within the TA
component and moving the model closer to commerctal terms
and reducing the level of concessional funds for large-scale
future replications.

The proposed model would be adapted o many small and
medium scale through establishing andior extending knowledger
business networks which bensfit all network partners, relies on
established institutions and reliable public funding sources as
well as commercial local debt and will be implemented in steel
mill clusters that effectively lowers mansaction cost. (Pls, Refer
to GEFSEC review).

Since the project involves SMEs and private capital, it is
considered ring gue men to ensure cost effectiveness ol every
stage of the project. For every component or cutput of the
project, cost-1e-outpul relationships have been analyzed and the
one that gives least cost to cutput ratic has been adopted in
developing the project design, Various stiakeholders have been
consulted including cost and project management experts in the
process.  The cost effectiveness of the project was nssessed
primarily at three stages:

1} Al the conceptual level, altermative strutegies to address
the problems were assessed,

2} Various activities and ouwtputs and outcomes of the
proposed strategy were assessed for various finding
options — This led 1o cost effectiveness of each output.

3) Time series distribution of various costs and work in a
manner those results i least present value of the
project.

| In the first phase, various alternate strutegies were considered

nemely, Policy Enforcement of Enérgy Standards, Domestic
Equipment Manufacturers’ Route, Energy Service Company
Route and Femoval of Bamiers Approach. [n the last case,
which is the proposed project case, though cost index js 10% o
19% higher, but oufput index increases from 20% to 38% thus
givimg least cost o ourput rato for the proposed project design
under consideration,

Toking into account that these mills are in clusters, it reduces
the transaction costs of replication. The assessment shows that
ewery dollar of GEF spent results in mearly 10 times the EE
investments in the SREM sector in the first five vears of the




project.  The same reaches nearly 13 times in the next five
years, |8 times in the next five years and again 10 1imes in the
20t year of project cycle, thus, reaching an overall level of 51

times. This is shown in the table beiow:
Cost in Million US §
Praject Cyche s
Year == S*_ 1 10" | 15" | 20 | Towl |
CEF (Program | 6.73 . : . 675
| component)
H43 | - . - 2545
icati 4100 | 800 | 121,04 | 6800 J18.00
Tutal 7330 | 8800 | 12100 [ 6800 | 3%0.20 |

Imitially the project covers the invesiment component of LS 5
0.54 million per working mill {Rs.25.4 million). Subsequently
with the reduction in the transaction costs and build up of EE
market, the same reduces to US 3 0.44 million (Rs. 20.60
million) per working mill- 3 factor considered responsible for
accelerating investments in the SRRM sector.

In the third stage, distribution of GEF costs and workload has
been done in a manner that it results i fowest of the costs in
terms of its pressnt value. For example, mking 12% discount
rafz {as applicable to India), the MPY of GEF conrribuzion (U5 5
6.73 million), in effective terms, works out o LS § 4.79 million.

Germany

Cruring the project implementation the anention should be
laid on measures that can be easily disseminated within the
SECIOr.

The Bureau of Energy Efficiency (BEE), the project
partner of the Indian-Cierman Energy Efficiency Project s
already pam of the steering commiités, An exchange of

| experiences with the Indian-German project should be

| included imto the project planning.

|

It is recommended to take the above commeénss oo
{ seccount during further project planning and

| I :
i implemettation,

Accepted.

Key functions of the Sieering commitee include facilitating |
inter-Ministerial Department  coordination and  exchange of
experience.

Suggestions Accepted. The project would ke into sceount the
experiences of the past while planning and implemeniation.




Switzerland

Ceneral Commeniaries

This project sesks to reduce greenhouse gas (GHG)
emissions by providing technical assistance to the small and
medism sized steel-rerolling mills (SRRM) in India to
enable them to adapt more energy fficient and
environmentally frendly technologies. To date, these
cleaner znd more afficient practices have not been widely
adopred in [ndia and in particular not in the small-scale
sector for a number of reasons. The project was conceived
i 1998 based on extensive consultations with stakeholders
initiated by the Ministry of Steel, The steel rerolling mill
(3SRM) sector is unique to India, especially due to i

| widesprend applicaticn, and a large number of small mills

{1200). The capability of small-scale enterprises to invest in
cleaner EcoTech aptions is Hemited, last bt not lease dee 1o
comparatively high interest rates prevailing in [ndia. Singe
the launch of economic reforms, the market share of
medium and small mills has been increasing from 65% in
991 1o 70 at present with a perspective of reaching $5%
in 20 years, This trend made the STAP review suggesting
improvements in project design taking into consideration
the economic robustness of this rend, the development of a
maore plausithe forecast for the long term development
within the sector (strengthening the case why small mills
gain market shares in India, whila rends in South Korea,
China and Japan or the EU are towards larger more efficient
units) and the impact on programme desipn. Compared to
Europe and Japan, India’s SERM are a factor 2-3 less
energy efficient.

The project implementation 5 governmeni-driven,

| mnvolving a wide range of stakeholders targeting to promote

showease energy efficiency innovations in the small-scale
sector. The TIRFAC (Technology Information Research
Frcilitation Center) shall play a pivotal rols berween the
SMIEs project developing consulanteESCOs, and the
project managementisieering commities. The axient to

{ which the T-output implementation strategy is capabie

| really remove the barriers prevailing in India’s SME sector
| 15 nod convineingly answered, Institutions such as [REDA,

SIDBI, [CICE have in the past faced considerable
constraints in reaching out o India's small-scale secior,

Following are a few points that highlight the inter and wilra cost
itiveness of the SREM sector in India, and low priority
accorded for EE improvements when compared to the mills in
Japan, Korea, or US:
&  Low Capital and operating costs - SME mills and furmaces
are locally made by domestic equipment manufacturers
(DEMSs) and have exceedingly low capital costs. Design
and local consultants and service providers provide
enginieering, again at costs nearly one-fifth of that by
bigiinternational  consultams/firms  (not  burdened  with
technology & know-how as well as equipment impores,
which are 4 to 5 times the unit costs). Of lote India has been
exporting large number of such SME mills o various
developing countries; Low labor costs; Low works and
administrative overhead costs; Almost “zerc” inventory
levels
Exceedingly low gestation periods
These mills fulfills the market niche, that is meeting low
wohume tonnage (from 500 kg to 500 tonne) requirement of
largs variety of customers in different steel specifications,
sizes and shapes (nearfy 2500 in India)
Being amall, the mills are flexible with quick switch over
opticns from one grade to another, from one size to another,
inchuding special sections nesded by the customers (even
bulk steel producers off-load their raw maserials 1o thess
SMEs for conversion 1o get a foothold in the steel market)
# Major cost element is raw material, that is mpotbillet and
these mills have access to variety of sources including low
cost ship breaking rerofling scrap meeting Llowd's
specifications, surpluses blooms'billets from big sieel plants
Much more market mnovative in characier than the larger
TRES
#  More than 935 % of the mills exist in 5 geographical chusters
in Indiz having local associations

Like in many other counmes, EE market 15 sirongly biased
apainst SME sectors. This fogether with low and ssymmerric
informmion base, low availability of advanced design and
engineering 2 local costs, absence of marke? based mechanisms,
poor pstitutionnl infrastructure, low capacity building, bounded
rationality and poor access W capital constimted the main
barciers to EE improvement in the sector. The project design
factors all these barriers at miceo level and snergy efficiency is
maingtreamed at the nodal ministry. which would be
implementing the project. Finoncial instiutions by and large
heve limited capacity to address these bamers. The project
design has considered large number of EE options (13 in
furmace and 19 in slectrics and mills) with mismational expanis
and organizations and  developed them  into 5 different
technology packages. Willing 1o pay (WTP) have been assessed
based on paybacks ranging between | and less than 2 years.
SMEs in the sector have shown wede acceptance of the options
and some of them have gone ahead, albeit, in picce-meal

e v tha BOE ornaa, Thoyars Fikaly raaa shood oo
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Mutn Cameerns
The mam concemns refaie to 2 key dsues with regard 1o this
Project progeal:

a} The project document outlines thag the sinoation of the
small and medium scale industry sector in India, the
SREREMsn the steel sector, are unigue. Mational
circumstances do differ considerably from other threshold

countries, The propessd approach however s designed as
classical “top down™ barrier removal project and

manner aven af the POF siage, They are likely (o go ahead in g
fill-Miedged manner once the project starts. It may be pointed
out that in the steel industry, the lasger are nol mecessary more
effictent. There are many small and Mid-sized plants in the
world that are front-runners in enesgy and cost efficiency and
flso please give us 5 years of time, we will prove this paint in
India as well.

The energy conservation programmes in the past had limited or
marginal effect primarily because none of the programmes
addressed "barriers" in a comprehensive manner. The proposed
project has taken note of various schemes operated by IREDA,
SIDBI, ICICI {(USAID ECO Fund), Govt sponsored S&T Funds
and varjous other bilateral’multilateral agencies like Swiss
Technical Co-operation for Energy Efficiency in Small Scale
Secter, ete. Lessons learnt from past, engoing projects and the
Ministry's own 30 years of experience bave beéen incorporaied
in designing the project activities, Since, the emergy saving
potential by imelf is not large due w larger impact of prices of
input stocks of steel, the project lavs emphasis on following
poines:
I. EE programme incorporates combined effect of fossil fusls
used for re-heating sieel, power for miling and material
conservalion arising from savings in buming loss and vield
improvenvent, which is quite significant.
Multiplicity of foctors affecting burning loss and yisld were
identified and relative impacts on cost was disseminated o
industry.
3. The power consumption in rolling is affected by parameters
like hot start and hot finish temperatures, roll pass design,
rolling cycle tima, mill delays, s,

The industry is, therefore; keen to invest for model units from its
own resources and throegh commercial borrowings. There is ho
provision for contingent grant from GEF funds to the model

anits.

Regarding the poinl on interest rates, thess have come down in
India to a level of 53-8 %5 bul access 1o capital remains a key
barrier. Further there i o provision of interast draw down
suppert to font rank umits {minimem 5 % depending upon the

| type of technology package) to incentivize the EE program,

The technical assistance (TA) component coversd by 7 output |

activities has besn developed with reference to the identified
barrizrs in consuliation with all kev stakeholders

The STAP reviewer's commenis have besn  addressed
saticfactorily in the revised document. The barmier removal
approach  proposed in  the project is  based on




apparently (STAP review) does not sufficiently address
the specific suu;mlan:l regional basriers to technolopy
transfer in small scale SRRM in Indin, The mmnner in
which the project developers deal with the STAP
reviewer cominents regarding

(1) Embedding the programme into existing organizational
structures of the SRRM-industry through regional or local
management organizations and

' {ii) The need for a cradle-to-grave technology transfer
approach including extensive technical training at SME

level in particular is not appropriate.

The experience gained under Swiss technical cooperation
for energy efficiency with the small scale sector in India
endorse the STAP review's comments and suggest that the
lewel of effort required in service institution bailding 1o
miake 30 show case demonsieniion projects 4 success seem
rather undersstimated. Given the level of prevailing

“participatory/mdustry driven™ approaches evolved during the
PDF phase.

Embedding the programme into existing organizational
structures of the SERM-industry through regional or local
mpmmturgmmumwudrlhemnem&mnme
sustainability point of view. Industry associations/various
forums at Jocal, regional and national levels have been seeking
fiscal concessions in the form of customs/excise duties, sales
tax, octroi, #g. A provision to develop a network of all
siakeholders. associated with SRREM sector, such as technology
providers, domestic equipment manufacturers, Fla'Banks, Gowvt
agencies ( departments, etc. at localiregional level in each
closter would lead to institutional capacity building. These
would be later integrated at national level through TIRFAC and
will deal with issues concerning technology management,
technology transfer, and development of low cost solutions to
problems of industry of common interest. Efforts will also be
made to associate professional instinstions‘technical experts
from both India and abroad ond develop leadership @
lncaliregional level through the leading demanstration units.

On the cradle-to-grave technology transfer approach, it may be |
emphasized that the project aims av promoting “life cycle
costing™ in the SRRM industry, where effons are required to
undertake  regular  wechnology/processienergy  sudiis  and
continue the procsss of replacing/improving equipment and
operating practices through TIRFAC for k2eping pace with the
changes in technology in the Industry. The TIRFAC will
| provide a continuous research, technology development, and
design ond demonstration pluforn for new technologies,
equipment, and devices, to facilitate technology tramsfer to |
SHEM units 8s an ongoing process, |t will ser up benchmarks |

| end standards and alse validate them Fom time fo tme basis, ]
| Operating performance. will be regularly monitored and |

|:-.rujnatcd through process and technology audits, There i3 |
provision to develop standard operaning practices (SOPs) and

-s:u.mlu.rd maintenance practices (SMPs) along with regular |
training of operating personanel in operation and maintenance of

| the system. Further, sach technology will be continuously

| evaluated, implemented in the industry. Monitoring and |
evaluation system will ensure continuous collection of data,

evaluation and the resulwbenefit derived by the industry on

consistence basis.

There mre six main technology variants of the SREM sector amd
number of operating SRRM units are over 1200 and the sector




unceriainties with respeet to longsr-term market trends, a
smaller 1-2M USD GEF project demonstrating the
proposed approach with 3-5 mills and submitting the full-
scale implementation in a second step would be a clearly
preferred option.

b) [Implementing the project in two phases is
recommended as a preferred option also from a general
climate change policy perspective:

Mare than $0 developing countries have by now submitted
their first national communication fo UNFOCC, These
National Communications contain information on climate
change mitigation progrommes reflecting the sectoral
priorities of the Government with regard to GHG emission
abaternent {and the use of facilities such as the CDM).
Many countries who already have submitted their national
communications report difficulties in funding their national
mitigation plans. As a general strategy, the GEF, in its
climate change operational programme, is encouraged to
give priority to funding of such projects which are
prioritized in the respective national GHG mitigation plans.

¢} This project document does not explicitly address the
links between the priocity of the project within India’s
industrial sector and the general GHG abatement strategy
of GOL. India"s project for the preparation of the first
nationgl communication has been approved in 1000,
submitted by U'NDP as implementing agency. UNDP
should estzblish a link between the appraisals of
mitigation options under India"s NATCOM process and
integrate the conclusions into this project document.

Canclusions and Recommendations
The project is recommended for approval of 2 phase | a3
specified in @ revised project document. Phase | should

STAP review, Phase 2 should be submitted bosed on the
expenience gained by the implementation of 3-5 show cases
and imegrated into the mitigation plan of India‘s inivial
national commenication.

‘strategy and plans o implement the demonstration wnits in o

| the indusery, it is influenced by the market forges, The project
fully take into consideration the comments made by the | has been endorsed by the GOI with fundig support from the

covers 5 peographical clusters in the India Based on |
stakeholder consultations and feasibility studies, 30 unijis
constituted & critical mass (or nucleus of the industry) for
demonstration, replicability and interoperabiliry.

Thhmhmuumammmmwdﬁdwﬂi:&rhg
PDF phase. The project in-principle adopts the recommended

phased manner. In the Tst year only 3 units are proposed with
low risk technology packages, Based on success, the number of
units will be enhanced to four (4) in the second year. The stage
wise implementation will ensure adequate saferuards and lead
to confidence building in the indus:ry.

India’s initial Mational Communication is under prepartion. The
necestary links have already been proposed and would be
reflected at the time of submission of the National
Communication report to the UNFCCC. Since the sector falls
under small scale, the COM prospects have not been estabished
as yel.

The document mentions the proiriones of the industrial sector
from the energy effeicncy perspective. Since the deregulation of

Ministry of Steel

The GEF grant i primarily for the TA sctivity, which needs to
be carried out right at the beginning of the project and is




essential for capacity building of all stakeholders covering
SRRM  industry, domestic equipment manufacturers,
consultants, designers, Fls/Banks, ESCOs, cfc. for the success of
the project. The TA activities proposed are however not
exclusively linked to the implementation of modal units since a
majority of the units are operating befow the best baselines
proposed for the project. DBesides, the investments for
development of model units are coming from the industry's own
contribution and commercial borrowing with contingent /
imterest  draw  down support from Government of India
contributicn

Comements of the STAP reviewer have been 3ddressed in the
revised project document The project will follow a phased
implementation sirategy a8 proposed in the revised document
but would not be compartmentalized due to integrated nature of
the project design based on the outeome of the PDF phase.
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