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Indocement’s Sustainable Cement Production Project will partly 
substitute fossil fuels currently used at the pyro-processing step 
of the production process with biomass and other alternative fuel 
types such as rice husks, saw dust, plastics, paper, textiles, used 
tyres, waste oil, industrial liquid, and solid waste. The project is 
therefore eligible to utilize the new methodology proposed in 
Annex 3B.
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Using a mix of fossil fuels is common practice for heat generation 
in the cement sector in Indonesia. According to the Indonesia 
Cement Association, currently 100% of the heat required for 
clinker production is produced by burning fossil fuels. No cement 
kiln in Indonesia uses any form for alternative fuels.
Cement facilities are not likely to change to alternative fuel for 
clinker production because it will only add to the cost of 
production. Thus, investment in alternative fuel is not attractive 
for cement companies in Indonesia. Since there are no legal 
obligations for cement companies to burn such fuels, companies 
are not likely to shift to alternative fuel use but will instead
continue using fossil fuels as the only source for heat generation 
for clinker production.
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Also, based on analysis of those cement companies in Europe 
that are significant users of alternative fuel, it is evident that 
considerable use of alternative fuels coincides with a well 
developed public and private infrastructure for waste 
management. Internationally, there are strict environmental 
regulations when burning wastes in cement kilns, such as the 
recently adopted European Union directive for waste incineration
(EU directive 2000/76/EU). In the case of Indonesia, there is neither 
an adequate waste management infrastructure nor stringent, 
enforceable waste management regulations that could increase 
the supply of waste materials. Therefore, the assumption 
underlying the baseline scenario for alternative fuel use in 
Indonesia’s cement plants is that the share of alternative fuel use 
will remain zero during the project period.
(Methodology Steps II.2 and II.3 are not applicable to Indocement’s
Sustainable Cement Production Project).
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The total value of the investment in the alternative fuel project 
component is around US$13 million, as given in the Table.
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As shown in the following Table the IRR for the alternative fuel
use project component is only 4%. Clearly, this IRR is not 
attractive for Indocement to undertake this project component. 
Therefore, the alternative fuel use in Indocement is additional, and 
it would not occur in the absence of this CDM activity. Carbon 
financing will provide adequate financial resources to make the 
project financially viable for Indocement.
Based on discussions with the Indonesia Cement Association, it 
is evident that due to the financial barrier in place at present there 
is no initiative to use alternative fuels in the cement sector. 
Additionally, the poorly developed infrastructure for waste 
management means serious supply risks. Therefore, the proposed 
CDM activity is not a common practice in the cement sector of 
Indonesia, in fact no similar projects are currently being 
implemented in Indonesia.
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Baseline assumptions:

Assumptions a), b), d) and f) already noted under Project Component 1 
are also valid for Project
Component 2, and the following additional assumptions are valid for 
Project Component 2 when carried out separately:

a) It is assumed that the total clinker to cement ratio for baseline and 
project activity is identical

b) The heat consumption in the CDM project activity is higher than in the 
baseline because additional heat is required to dry and introduce 
alternative fuels into the kiln system.

Based on the conservatively selected baseline scenario (and using the 
formulae and steps detailed in Part III of the methodology proposed in Annex 
3B for the alternative fuel component), the baseline and project emission rates 
for the project period of Project Component 2 are shown in the following tables 
(either all alternative fuels considered CO2 neutral or only biomass-derived 
alternative fuels are regarded as CO2 neutral).
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