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@ United Nations Development Programme
- GLOBAL ENVIRONMENT FACILITY (GEF)

To: Mr. Kenneth King Date: 22 September 1998
Assistant Chief Executive Officer
GEF Secretariat

Mr. Lars Vidaeus, Chief
Global Environment Div.
World Bank

Mr. Ahmed Djoghlaf
GEF Executive Coordinator
UNEP, Nairobi, Kenya

Fax: 202-522-3240 Pages: (6 including this shezt)
202-522-3256
2542-52¢3825
From: ael Asenjo
Executive Coordinator
Subject: \PDE A Funding - Integrated Approach to Wood Waste Combustion
fi roduction i lan

Please find attached for your review a PDF Block A request for funding entitled
Integrated Approach to Wood Waste Combustion for Heat Production in Poland.

We would appreciate receiving your comments no later than c.o.b. Tuesday 29
September 1998.

Thank you.

PM

Street Address: 304 East 45th Street, 10th Floor '
Mail Address: One United Nations Plaza, Room No. 1094, New York, N.Y. 10017
Telephone: (212) 906 5044
Fax: (212) 906 6998
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PDF BLOCK A - POLAND

1. Project name: Integrated Approach to Wood- 2. GEF Implementing Agency: UNDP.

Waste Combustion for Heat Production in Poland.

3. Country in which the project is being 4. Country eligibility: Ratified the UNFCCC on 28 July
implemented: Poland. 1994.

5. GEF focal area(s): Climate Change. 6. Operational programme: OP 6: Promoting the H

adoption of renewable energy by removing barriers and

reducing implementation costs.

7. Project linkage to national priorities, action plans, and programmes: Poland'’s National Environmental

Policy puts emphasis on promoting energy efficiency and non-conventional energy sources in order to reduce the

total gas emissions and particularly to reduce greenhouse gases (GHG). This is also the Polish obligation under

the ratified UNFCCC and more recently the Kyoto Protocol where Poland has indicated to reduce GHG emissions
with 6% compared to 1990 emissions (8% for the whole of Europe). The proposed GEF project needs to be seen
separately from the environmental obligations that need to be met as a result of Poland's candidacy to join the

European Union. Potential GEF funding will exclusively be used to meet obligations under the UNFCCC and

Kyoto Protocol.

8. GEF national operational focal point and date of country endorsement: Ministry of Environmental

Protection, Natural Resources and Forestry, department of Environmental Policy - 12.11.1997, and the Ministry

of Foreign Affairs, Department of the United Nations - 19.01.1998.

9. Project rationale and objectives: The objective of this project is to put in place the necessary conditions and

to prepare the outlines of a medium size project (project brief) that will remove barriers to and promote a more

efficient use of sustainably produced wood-waste for production of heat, and thereby help Poland reduce its
greenhouse gas emissions. Currently wood-waste is sustainably produced and offers a good possibility for
substituting coal and lignite in applications varying from industrial process heat, space heating and hot water
production. However a number of barriers obstruct this substitution process as indicated by the following
observations; i) allocation of available wood-waste is far from optimal; ii) technologies used for burning wood-
waste, as well as the end-use technologies are not efficient, and iii) even though the objective is producing heat to
satisfy the demand side needs, efficiency often is a secondary issue as the primary concern is predominantly wood-
waste disposal and avoidance of the related costs. Other existing barriers will be addressed in this proposal and
activities will be designed for reduction and/or removal. The main objectives of the proposed medium size project
are to:

e Demonstrate the commercial and technical feasibility of the integrated substitution concept - i.e. also involving;
energy efficiency improvements both on the heat supply and demand-side and identification of optimum use.
and technologies - through business demonstration projects in areas selected with a large potential for
replicability;

o Identify and design - through market organisation - the most efficient GHG abatement strategy for substituting
Jossil fuels with sustainably grown wooud and wood waste.

The proposed UNDP/GEF activities originate and build upon a study entitled 'Potential of wood waste combustion
technologies in_selected representative regions in Poland' carried out under the EU-THERMIE Programme
(1994). The study focused on identifying the physical and economical potentials of wood waste combustion fcr
energy production and concluded that the amount of energy obtained from wood could be substantially increased
in Poland.

10. Expected outcomes: The output of the project will be the medium size project brief that will at minimum

include the following items:

e Identified stakeholders in the project and their committed involvement in project implementation, such as
municipal partners, wood processing industries, representatives of financial sources, representatives of end-
user groups (residential, public and commercial), NGOs and environmental protection administration (local

September, 1998
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and national);

o Description of legal, information, technical, organizational (including wood waste logistics) and Sfinancial
barriers to more efficient use of wood waste for heat production and description of activities needed to
overcome those barriers from the perspective of pilot project implementation and dissemination;’

Required human and institutional capacity strengthening activities have been determined;

® Preliminary rough estimate of the potential for project replication and the CO3 reduction impact of The project
in Poland and possibly neighboring countries witch a similar historical background like Ukraine and
Lithuania;

o A small (70-150 kW) wood waste fired boiler has been installed in a school to test the technical, logistical,
contractual (wood fuel supply contract) and institutional barriers. This unit will be used as a local operational
demonstration of the concept and is expected to have a much larger impact on creating awareness and
understanding with local, municipal decision-makers. It will be installed in a school where end-use efficiency
measures (insulation of windows, roof and reflective insulation - radiators) have already been undertaken
(funded by USAID) resulting in a lower energy demand. It is anticipated that the wood-fired boiler will - after
having demonstrated its operational usefuiness - substitute a coal fired boiler;

e Description of pre-selected 8-12 project sites from among which ultimately 2-4 sites will be selected as a pilot
project. This will include in particular:

Description of the legal and organizational set-up of project participants;

Letters of intent expressing readiness to participate in the project;

Identification and evaluation of available technical options;

Evaluation of wood waste supply potential and the (alternative) end-use demands;

Draft outline for a basic contract between wood-waste suppliers and end-users;

Costs of project implementation including calculations of pay back times on investments;

Projected project budget including non-GEF co-financing sources;

Description of and future potential for replicability of the pilot projects;

Calculations of amount and costs of CO» emission reduction.

11. Planned activities to achieve outcomes: To achieve the above outcomes the Foundation will carry out the

Jollowing activities:

e Contact the Ministry of Environmental Protection and other interested national agencies, wood processing
industrial associations, state forest administration units, NGOs (notably the Polish Ecological Club) anc!
interested municipal associations (notably the Polish Network ,, Energy Cities" - PNEC) in order to identify
the general nation-wide stakeholders;

e Using the above contacts, a broad survey of potential project partners will be carried out. The potential
partners will be informed, about the project using direct information channels as well as local and
professional press and bulletins,

In particular, letters will be sent out 1o u large number of municipalities where wood processing industries are
located, in particular using the PNEC contacts to help identify the potential integrated projects (supply
potential related 10 energy efficiency improvement potential);

Questionnaires will be subsequently sent out to potential project participants (ca 40—80) containing
organizational, technical and financial issues;

e Based on the questionnaires a sample of about 8-12 potential project participants will be contacted and visited
on site by FEWE and PNEC experts. Subsequently the 4-6 most suitable candidates will be selected for further
investigation and negotiations that will lead to signing letters of intent to participate in the project. The
procedure will involve in each case the wood waste supplier and end-users:

e Preliminary energy audits, on both supply and demand side, will be performed to match the supply ard
demand (afier efficiency improvements on both sides);

Subsequently, technical options will be considered and prioritized including project costs and pay-back times;
Installation of a small wood-fired boiler in a school (see rationale under item 10);

o The possibilities of co-financing will be investigated for each of the selected 2-4 pilot pro_/ects The potential
sources that will be contacted include: The National Fund for Environmental Protection and its local
counterparts, ECOFUND, municipalities and housing associations (the end-use side) and members of woo-
waste boilers and related equipment;

o The data acquired in course of the above work will be used to estimate by extrapolation the total CQ>
emission reduction potential that could be achieved by nation-wide dissemination of the Project and unit coxts

2
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for CO2 emission reduction.
12. Stakeholders involved in the project: Stakcholders will include i) the General Directorate of State Forests,
ii) Environmental Protection Organisations (state, local and NGO's), iii) Polish Network Energy Cities (PNEC)
(i.e. municipal governments), iv) schools and other local public institutions, v) ECO and/or Environmental
Investment type of Funds, vi) local population served and gmployed by the demonstration projects and vii) the :
private sector. The following private sector entities are to be distinguished: investors in the commercially operated
systems, hardware (boilers) suppliers and wood processing industry.
13. Total budget and information on how costs will be met: The PDF A Budget is outlined in the table below.
The contribution to PDF A from sources other than GEF (FEWE, PNEC, municipality of Krapkowice and a wood
processing industry) will include staff time, hardwarel, travel and communications and are estimated at
US$13,000. The total estimated budget for the GEF Medium Size Grant is in the range of US$500,000-750,000
and will be detailed as part of PDF A activities. It is anticipated that PDF A activities will commence no later than
1 November 1998 and will be finished before | May 1999; i.e. a duration of 6 full months.

Staff 14,000 4,000 18,000
Hardware (wood boilers) 4,000 6,000 10,000 ;
Travel 4,000 2,000 6,000 | '
Communications 2,000 1,000 3,000
Miscellaneous 250 250
Subtotal 24,250 13,000 37,250
Executing Agency Support Costs (3%) 750 750
TOTAL 25,000 13,000 38,000

ol ATES CETT [y

14. Name: Polish Foundation for Ene Eciency

1

15. Date of establishment, mmbeip, and

(FEWE) - Center in Krakow. leadership: FEWE was established in 1990, the Center
30 - 814 Krakdw, ul. Florianska 55, POLAND in Krakéw was opened in 1992 and is directed by Prof.
tel/fax +48 12 421 30 70,+48 12 421-39-89 Dr Adam Gula

16. Mandate/terms of reference: FEWE is a non- 17. Sources of revenue: Main sources of founding are
profit organization established to support activities project activities (demonstration projects, training

that promote rational use of energy and protect the seminars and research). Financed e.g. by GEF/IFC
natural environment. FEWE operates with educational | (PELP ), EU (TEMPUS), USAID (SME support and
and scientific means in different sectors of the Polish thermal renovation of buildings, training for Ukrainian
economy e.g. fuel and energy consumers (industry, specialists). Last year's total budget was approximately

trade and service, households) and energy subsystems | US8450,000.
in particular power and heai engineering.
18. Recent activities/programmes, in particular those relevant to the GEF: Polish Efficient Lighting Project
(PELP) - DSM part (financed by GEF) 1996-1998; Promotion of Energy Efficiency and Thermal Renovation
SME's (USAID) 1997-2000. Training Seminars in Energy Efficiency for Municipal Decision-Makers (TEMPUS -
EU) 1995-1996; Training Seminars and Practical Placements for Ukrainians (USAID) 1997-1998.

{ -
[

19 Project identification number:

20. Implementing agency contact person: David Vousden UNDP/RBEC (+1 212 906 6402) and Vesa Rutanen
UNDP/Bratislava (+421 7434 7437)

21. Project linkage to implementing agency programme: A proposal on energy efficient motors in the Polish

1 The hardware contribution from other sources than GEF relates to a US$2,000 contribution from the Municipality of
Krapkowice for co-financing a wood fired boiler in one of its schools. An investment for an energy efficient wood-fired boiler -
amounting to US$4,000 - is anticipated from the envisaged wood waste supplier for the school's wood-fired boiler, thereby
freeing more wood waste and as such it is regarded as co-financing in the context of this project's integrated approach to using
wood wastc for heat production in Poland.
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industrial and district heating sectors is currently being discussed and developed further into a potentially
UNDP/GEF supported project.
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MINISTRY OF ENVIRONMwNTAL PROTECTION, NATURAL REMRCES and FORESTRY

DEPARTMENT OF ENWRONMENTAL POLICY
ul. Wawaelska 52/54, 00-922 WARSZAWA, POLAND
phona No.: 0+48+22+25.47.84.

fax No.: 0+48+22+25.87.6).

Warszawa. 12th Navember 1997
PEcW/GEFmMQ/3729/97

flers. C),gdt \e)'rl/"

His Excellancy
Mr. Mathew Kahane
RESIDENT REPRESENTATIVE
of the
UNITED NATIONS
DEVELOPMENT PROGRAMME |22
IN POLAND

Refercnca: The GEF medium-4j ant et on intagratad Approach to
Wood-Waste Combustian for Heat Production tn Poland.

Rear Sir,

As you na doubt know one of 1ha major prarities of Poland’s Nallanal Environmental Policy is 1o
promola non-conventional anérgy sources and fuels in ordar ta raduce the tolal gas emlssion and
panicularly 1o raduce greenhouse gases amisslon. This Is also aur obligation arising frorm
the UN Framework Convantion on Climat Changas to which Poland has bean a Party since 1994

The biomass, panticularly woad-wasto, balongs to tha fuels of considarabla high palantial for heat
ang anargy production in small plants and boilors in Poland alang with small hydrogawer plants
and goolhanmal heoating systoms, Othar non-convontional anargy sowcas in spocific country
climalic condilions ara of rathar low potantiat. Thus aach well dotarminoad projoct doaling with tha
pilot plants using tha hiomass for hoat and onorgy production soems to ba vory usoful far us

Tha projoct undos considaration, namoly intograted Approach to Waoad-Wasto Comhustion (or
Ho Production”. as originally proposed by tho Polish Foundation for Enorgy Efficioncy (FEWE) -
Cantro in Krakow, sooms to bo vory usalul as tho pilot ono, and, If succassiul, for iha promoi.on

of using urganic wasto for hoat production al much [argor scalo in Poland as wall as m othor
countrios of conditions similar to those in Poland.

Taking into account all referrad 1o abovo | wish 10 support tho original FEWE project far graniing
from Iha GEF madium-size grant programme. Transmitling the FEWE proposal | wish futher 10
oflor the constructive co-operation aof the General Directorale of Slate Foresls in preject
implamentalion. General Diractarato. together with the Dannish bailar praducer, has insialled a

[ow bollers using woad-waste fuals reaching cartain axperiences which wouid be usaful n FEVWE-
GEF projecl.

Enclosing my baest paersonal ragards, | remain.

Yours sincerely ..
clc - = ; L
Prof. dr hab. Adam Guta . e
DIRECTOR Czastaw Wigckows/i
FEWE - CENTRE IN KRAKQW

DIRECTOR

Atl~". (ot Hate—p



