Industrie Service

Validation
Report

ACUCAR GUARANI S.A.

VALIDATION OF THE

Cruz Alta Bagasse Cogeneration Project
(CABCP)

REPORT NO. 438562 REV 2B

23/12/2005

TOV Industrie Service GmbH TUV SUD Group

Carbon Management Service
Westendstr. 199 - 80686 Munich - GERMANY



Validation of the Cruz Alta Bagasse Cogeneration Project (CABCP)

&)

Page 1 of 16 Industrie Service
Report No. Date of first issue Revision No. | Date of this revision | Certificate No.

438562 18 March 2004 2b 23 December 2005 -

Subject: Validation of a CDM Project

Executing Operational Unit: TUV Industrie Service GmbH TUV SUD Group

Carbon Management Service
Westendstr. 199 - 80686 Munich
Federal Republic of Germany

Client: Agucar Guarani S.A.
Rodovia Assis Chateubriand, km 155
Olimpia 15400-000

Brazil

Contract approved by: Bernhard Grimm

Report Title: Validation of the Cruz Alta Bagasse Cogeneration Project
(CABCP)

Number of pages 16 (excluding cover page and without annexes)

Summary:

The Certification Body "Climate and Energy” has been ordered by Agucar Guarani S.A. (Guarani) to
perform a validation of the above mentioned project.

Using a risk based approach the validation of this project has been performed by document reviews
and on-site inspection, audits at the locations of the project and interviews at the offices of the
project developer and the project owner.

In summary, it is TUV SUD’s opinion that the “Cruz Alta Bagasse Cogeneration Project (CABCP)”,
as described in the revised project design document of August 2005, meets all relevant UNFCCC
requirements for the CDM, set by the Kyoto Protocol, the Marrakech Accords and relevant guidance
by the CDM Executive Board and that the project furthermore meets all relevant host country
criteria and correctly applies the baseline and monitoring methodology AM0015

Hence TUV SUD will recommend the AMBCP for registration as CDM project activity by the CDM
Executive Board.

Prior to the submission of this validation report to the CDM Executive Board, TUV SUD will have to
receive the written approval of the DNA of involved parties, including confirmation by the DNA of
Brazil that the project assists in achieving sustainable development.

Additionally the assessment team reviewed the estimation of the projected emission reductions. We
can confirm that the indicated amount of emission reductions of 70 427 tonnes CO,. over a
crediting period of seven years, resulting in a calculated annual average of 10 061 tonnes COxe,
represent a reasonable estimation using the assumptions given by the project documents.

Work carried out by: | Werner Betzenbichler (project manager, ghg Internal Quality Control by:

lead auditor) Michael Rumberg

Wilson Tomao (ghg auditor, local expert)

Markus Knédlseder (ghg auditor)
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Abbreviations

AE
CABCP
CAR
CDM
CER

CR

DNA
DOE

EB

EIA /| EA
ER

GHG
Guarani
KP

MP

NGO
PDD
PPA
TOV sUD
UNFCCC
VVM

Applicant Operational Entity

Cruz Alta Bagasse Cogeneration Project

Corrective Action Request

Clean Development Mechanism

Certified Emission Reduction

Clarification Request

Designated National Authority

Designated Operational Entity

Executive Board

Environmental Impact Assessment / Environmental Assessment
Emission reduction

Greenhouse gas(es)

Acucar Guarani S.A.

Kyoto Protocol

Monitoring Plan

Non Governmental Organisation

Project Design Document

Power purchase agreement

TUV Industrie Service GmbH TUV SUD Group

United Nations Framework Convention on Climate Change

Validation and Verification Manual
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1 INTRODUCTION

1.1 Objective

Guarani commissioned TUV Industrie Service GmbH TUV SUD Group (TUV SUD) to validate the
Cruz Alta Bagasse Cogeneration Project (CABCP). The validation serves as design verification and
is a requirement of all CDM projects. The purpose of a validation is to have an independent third
party assess the project design. In particular, the project's baseline, the monitoring plan (MP), and
the project’'s compliance with relevant UNFCCC and host country criteria are validated in order to
confirm that the project design as documented is sound and reasonable and meets the stated
requirements and identified criteria. Validation is a requirement for all CDM projects and is seen as
necessary to provide assurance to stakeholders of the quality of the project and its intended
generation of certified emission reductions (CERSs).

UNFCCC criteria refer to the Kyoto Protocol criteria and the CDM rules and modalities as agreed in
the Bonn Agreement and the Marrakech Accords.

1.2 Scope

The validation scope is defined as an independent and objective review of the project design
document, the project’s baseline study and monitoring plan and other relevant documents. The
information in these documents is reviewed against Kyoto Protocol requirements, UNFCCC rules
and associated interpretations. TUV SUD has, based on the recommendations in the Validation and
Verification Manual employed a risk-based approach in the validation, focusing on the identification
of significant risks for project implementation and the generation of CERs.

The validation is not meant to provide any consulting towards the client. However, stated requests
for clarifications and/or corrective actions may provide input for improvement of the project design.

The audit team has been provided with a draft PDD in 2004. Based on this documentation a
document review and a fact finding mission in form of an on-site audit has taken place. Afterwards
the client decided to revise the PDD according to established regulations, an approved methodology
and the CARs / CRs indicated in the first audit process also has taken into account new
developments on the regulatory side (as for example the new PDD format). That revised PDD
version was submitted for publishing in the global stakeholder process in April 2005. It serves as the
basis for the assessment presented herewith. In August 2005 a revised final PDD has been
submitted in which the all open issues and clarification requests have been solved by the project
developer by submitting additional or corrected information. That changes are not considered to be
significant with respect to the qualification of the project as a CDM project based on the two main
objectives of the CDM to achieve a reduction of anthropogenic GHG emissions by sources and to
contribute to sustainable development. Hence no repetition of the public stakeholder process has
taken place.

Studying the existing documentation belonging to this project, it was obvious that the competence
and capability of the validation team has to cover at least the following aspects:

» Knowledge of Kyoto Protocol and the Marrakech Accords
» Environmental and Social Impact Assessment

» Skills in environmental auditing (ISO 14000, EMAS)

» Quality assurance

>

Technical aspects of cogeneration and the use of biomass
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» Monitoring concepts
» Political, economical and technical random conditions in host country

According to these requirements TUV SUD has composed a project team in accordance with the
appointment rules of the TUV certification body “climate and energy”:

The validation team was consisting of the following two experts:

Mr. Werner Betzenbichler  (project manager, GhG lead auditor) TUOV SUD
Mr. Markus Knédlseder (GHG auditor) TOV SUD
Mr. Wilson Tomao (GHG auditor, local expert)

Mr. Werner Betzenbichler is head of the “Certification Body for Climate and Energy” and expert for
conventional energy generation, renewable energy, energy expansion planning and familiar with the
recent version of CDM and JI criteria as necessary for the implementation of Art. 6 and Art. 12 of the
KP. Since 2000 he has been working in the international climate change and emission trading
business as a verifier. He was strong involved in the development of the Validation and Verification
Manuals (VVM).

Markus Knodiseder: After his professional training as chemical assistance Mr. Knodlseder studied
environmental engineer at the University of Applied Science in Bingen, Germany. Beside his main
focus in studies of environmental technologies, he dealt with environmental management and
environmental controlling issues. He has been a staff at the department “Carbon Management
Service” located in the head office of TUV Industrie Service GmbH, TUV SUD Group in Munich
since Oct. 2001. He has been involved in the topic of environmental auditing, baselining, monitoring
and verification due to the requirements of the Kyoto Protocol with special focus on renewable
energies. Mr. Knodlseder is also an auditor for environmental management systems (ISO 14.000).
He interviewed the national Brazilian dispatcher Operacdo Nacioanl do Sistema (ONS) about the
Brazilian grid.

Mr. Wilson Tomao is lead auditor and former manager of TUV Bayern Brazil. He is familiar with
local laws and regulations and the assessment of technical installations. He assisted Mr.
Betzenbichler during the on-site inspections and by evaluating documents submitting in Portuguese
language. Meanwhile he can refer to the participation in the validation process of more than 15
CDM-projects in Brazil.

The audit team covers the above mentioned requirements as follows:
= Knowledge of Kyoto Protocol and the Marrakech Accords (Betzenbichler/Knodlseder)
= Environmental and Social Impact Assessment (Betzenbichler/ Tomao)
= Skills in environmental auditing (Betzenbichler/ Tomao)
= Quality assurance (Betzenbichler/ Tomao)
= Technical aspects (Betzenbichler/Knddlseder)
= Monitoring concepts (Betzenbichler/Knddiseder)
= Political, economical and technical random conditions in host country (Tomao)

In order to have an internal quality control of the project, a team of the following persons has been
composed by the certification body “climate and energy”:

= Michael Rumberg (deputy head of certification body “climate and energy”)
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1.3 GHG Project Description

This project activity consists of increasing efficiency in the bagasse (a renewable fuel source,
residue from sugarcane processing) cogeneration facility at Cruz Alta sugar mill (Cruz Alta), one of
the two sugar mills owned by Agucar Guarani S.A. (Guarani). With the implementation of this
project, the mill is able to sell electricity to the national grid, avoiding the dispatch of same amount of
energy produced by fossil-fuelled thermal plants to that grid. By that, the initiative avoids CO,
emissions. By investing to increase steam efficiency in the sugar and alcohol production and
increase in the efficiency of burning the bagasse (more efficient boilers), Cruz Alta generates
surplus steam and uses it exclusively for electricity production (through turbo-generators).

Using Steam-Ranking cycle as the basic technology of its cogeneration system, for achieving an
increasing amount of surplus electricity to be generated, Cruz Alta began its efforts in three phases.
Until 2002, Cruz Alta did not use to commercialize electricity. It had two 4 MW and one 2,4 MW
backpressure turbo-generators installed and active, totalling 10,4 MW installed capacity. To supply
steam, three 22 bar boilers were used.

Phase 1 (2003): In Phase 1, Guarani installed a 21,8 MW backpressure turbo-generator and a 63
bar boiler in Cruz Alta, while deactivating one 2,4 MW backpressure turbo-generator and putting a
22 bar boiler on stand-by, with total capacity in this phase reaching 29,8 MW.

Guarani has a PPA signed with CPFL (Companhia Paulista de Forgca e Luz, a leading electricity
distributor in Brazil), valid from 2003 to 2012, meaning it is contracted to supply electricity. According
to this contract, Guarani has to deliver at least 51.360 MWh per year. This is a minimum required for
CABCP Phase 1, but the mill can sell any extra-amount produced above of that threshold to CPFL,
following PPA’s clauses. For Phase 2, Guarani is negotiating an addendum for the extra amount of
electricity it will produce with the new facilities.

The project is located in the municipality of Olimpia is located in the northwest of the State of Sao
Paulo and in the southeast of Brazil.

Project participants are:
= Acucar Guarani S.A. |, a Brazilian private company
= Econergy Brasil Ltda., a Brazilian private company

= The International Bank for Reconstruction and Development as Trustee of The Prototype
Carbon Fund.

2 METHODOLOGY

The project assessment aims at being a risk based approach and is based on the methodology
developed in the Validation and Verification Manual (for further information see www.vvmanual.info),
an initiative of all Applicant Entities, which aims to harmonize the approach and quality of all such
assessments.

In order to ensure transparency, a validation protocol was customised for the project, according to
the Validation and Verification Manual. The protocol shows, in a transparent manner, criteria
(requirements), means of verification and the results from validating the identified criteria. The
validation protocol serves the following purposes:

e It organises, details and clarifies the requirements a CDM project is expected to meet;

e It ensures a transparent validation process where the validator will document how a particular
requirement has been validated and the result of the validation.
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The validation protocol consists of three tables. The different columns in these tables are described
in Figure 1. The completed validation protocol is enclosed in Annex 1 to this report.

Validation Protocol Table 1: Mandatory Requirements

Requirement Reference Conclusion Cross reference
The requirements the | Gives reference to | This is either acceptable | Used to refer to the
project must meet. the legislation or | based on evidence | relevant checklist
agreement where | provided (OK), or a | questions in Table 2 to
the requirement is | Corrective Action | show how the specific
found. Request (CAR) of risk or | requirement is validated.
non-compliance with stated | This is to ensure a
requirements. The | transparent Validation
corrective action requests | process.
are numbered and

presented to the client in
the Validation report.

Validation Protocol Table 2: Requirement checklist

Checklist Question Reference | Means of | Comment Draft and/or Final

verification Conclusion

(MoV)
The various | Gives Explains how | The section is | This is either acceptable
requirements in Table | reference conformance with | used to | based on evidence
1 are linked to|to the checklist | elaborate  and | provided (OK), or a
checkilist questions the | documents | question is | discuss the | Corrective Action
project should meet. | where the | investigated. checklist Request (CAR) due fto
The checklist is | answer to | Examples of | question and/or | non-compliance with the
organised in seven | the means of | the checklist question (See
different sections. | checklist verification are | conformance to | below). Clarification is
Each section is then | question or | document review | the question. It | used when the
further sub-divided. | item is | (DR) or interview | is further used | validation team has
The lowest level | found. (I). N/A means not | to explain the | identified a need for
constitutes a checklist applicable. conclusions further clarification.
question. reached.

Validation Protocol Table 3: Resolution of Corrective Action and Clarification Requests

Draft report | Ref. to checklist| Summary of project | Validation conclusion
clarifications and | question in table 2 owner response

corrective action

requests

If the conclusions from | Reference to the | The responses given | This section should
the draft Validation are | checklist question | by the Client or other | summarise the validation
either a  Corrective | number in Table 2 | project participants | team’s responses and final
Action Request or a | where the Corrective | during the | conclusions. The
Clarification = Request, | Action Request or | communications with | conclusions should also be
these should be listed in | Clarification Request | the validation team | included in Table 2, under
this section. is explained. should be summarised | “Final Conclusion”.

in this section.

Figure 1 Validation Protocol Tables



Validation of the Cruz Alta Bagasse Cogeneration Project (CABCP)

&)

Page 9 of 16 Industrie Service

2.1 Review of Documents

The project design document submitted by the client and additional background documents related
to the project design and baseline were reviewed. A complete list of all documents reviewed is
attached as annex 2 to this report.

2.2 Follow-up Interviews

In the period of March 14™ 2004 — May 30", 2005, TUV SUD performed interviews with project
stakeholders to confirm selected information and to resolve issues identified in the first document
review. Representatives of

= Acucar Guarani S.A., Brazil, on March 14" 2004

= Econergy International Corporation in Sao Paulo, State of Sao Paulo, Brazil, on March 12t
2004

= Forest Police Division in Olimpia, State of Sao Paulo, Brazil, on March 12th, 2004

= Operacao Nacional do Sistema (ONS), the national dispatcher of Brazilian grid in Brasilia,
State of Brasilia, Brazil, on 30" May 2005

were interviewed. The main topics of the interviews are summarised in Table 1.

Table 1 Interview topics

Interviewed Interview topics
organisation

Guarani = Project design

= Technical equipment

= Sustainable development issues
= Additionality

= Crediting period

= Monitoring plan

= Management system

= Environmental impacts

= Stakeholder process

= Approval by the host country

Forest Police Division = Environmental impacts

= Stakeholder process

Econergy = Project design
International

Corporation = Technical equipment

= Sustainable development issues
= Baseline determination

= Additionality

= Crediting period
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Monitoring plan
Environmental impacts

Stakeholder process

Operacéao Nacional
do Sistema (ONS)

Operation of Brazilian grid
Objectives and responsibility of ONS
Availability of data and their reliability

2.3 Resolution of Clarification and Corrective Action Requests

The objective of this phase of the validation was to resolve the requests for corrective actions and
clarification and any other outstanding issues which needed to be clarified for TUV SUD's positive
conclusion on the project design. The Corrective Action Requests and Clarification Requests raised
by TUV SUD were resolved during communication between the client and TUV SUD. To guarantee
the transparency of the validation process, the concerns raised and responses that have been given
are summarised in chapter 3 below and documented in more detail in the validation protocol in

annex 1.
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3 VALIDATION FINDINGS

In the following sections the findings of the validation are stated. The validation findings for each
validation subject are presented as follows:

1)  The findings from the desk review of the final project design document and the findings from
interviews during the follow up visit are summarised. A more detailed record of these findings
can be found in the Validation Protocol in annex 1.

2)  Where TUV SUD had identified issues that needed clarification or that represented a risk to
the fulfilment of the project objectives, a Clarification or Corrective Action Request,
respectively, have been issued. The Clarification and Corrective Action Requests are stated,
where applicable, in the following sections and are further documented in the Validation
Protocol in annex 1. The initial validation of the project resulted in three Corrective Action
Requests and one Clarification Request.

3)  Where Clarification or Corrective Action Requests have been issued, the exchanges between
the Client and TUV SUD to resolve these Clarification or Corrective Action Requests are
summarised.

4)  The final conclusions for validation subject are presented.

The validation findings relate to the project design as documented and described in the final project
design documentation.

3.1 Project Design

3.1.1 Discussion

As mentioned above the purpose of the project is to avoid CO2 emissions from fossil power plants
by increasing the efficiency of the existing renewable energy generation. The surplus of electricity
being generated by an installed CHP plant is fed into the grid. The whole energy generation is based
on renewable biomass, here bagasse from the sugar cane process. Hence, the project contributes
to the sustainable development in Brazil, reducing GHG emissions, substituting electricity generated
by grid plants through electricity generated from biomass (renewable energy). The project also
contributes to the sustainable development by generating new jobs.

The design engineering does reflect current good practices. The design has been professionally
developed. Subsequently the project got approval by the relevant authorities. The project itself does
apply state of the art equipment. Regarding the employed technology, there is no requirement to
change the existing technology as a result of running out of life-time of the existing technical
equipment. There are no significant indications that the technology used to implement the project
could be substituted during the envisaged operational lifetime of the project activity (25 years) and in
particular in the first crediting period. The first crediting period is 10/05/2003 — 09/05/2010, with the
intention for renewal.

The project is in line with relevant legislation of the Brazil. According to the publicly available
document renewable energy projects belong to the favoured options under the CDM. Hence, the
project can currently be seen as being in line with the host country specific requirements for CDM.

The funding for the project does not lead to a diversion of official development assistance as
according to the information obtained by the audit team ODA does not contribute to the financing of
the project.
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The starting date as well as the operational lifetime are clearly defined and also handled in a
reasonable manner. The first crediting period is with 7 years clearly defined.

Moreover its is assured that as the start of the crediting period is before the registration of the
project that the project activities starting date falls in the period between 1 January 2000 and the
registration of the first clean development mechanism project. The start of project activities has been
before the registration date of the first clean development mechanism project.

3.1.2 Findings
Outstanding issue:

The project has not obtained a Letter of Approval/ Letter of Authorization from the Brazilian
government and a similar Approval given by relevant members of teh PCF so far. No documentation
has been submitted to the validation team. The issuance of these documents will also demonstrate
whether the project is in line with sustainable development policies of the host country

Response:

The response will be given by the issuance of the Letter of Approval. This has not happened so far
as the approval of the project depends on the review of the validation report which has to be
submitted in advance.

3.1.3 Conclusion

Prior to the submission of this validation report to the CDM Executive Board, TUV SUD will have to
receive the written approval of the DNA of involved parties, including confirmation by the DNA of
Brazil that the project assists in achieving sustainable development.

3.2 Baseline and Additionality

3.2.1 Discussion

By dispatching renewable electricity to a grid, electricity that would otherwise be produced using
fossil fuel is displaced. This electricity displacement will occur in the system’s margin, i.e. this CDM
project will displace electricity that is produced by marginal sources - fossil fueled thermal plants - ,
which have higher electricity dispatching costs and are solicited only over the hours that base load
sources (low-cost or must-run sources) cannot supply the grid.

According to the applied and approved methodology AM0015 the project activity follows the steps
provided by the methodology taking into account the (b) Simple Adjusted OM calculation for the
STEP 1, since there would be no available data for applying to the preferred option — (¢) Dispatch
Data Analysis OM. For STEP 2, the option 1 was chosen.

The physical boundary is the Brazilian grid south-southeast-midwest, controlled by ONS.

The application of the Additionality Tool the project can be confirmed as additional. The economic
unattractiveness of enhancing the already existing cogeneration process is indicating the
additionality of this project, because the improved operation of the energy processes is not
considered as necessary for the operation of Cruz Alta. The project baseline is clearly, retractably
and plausibly displayed in the project BLS. Possible project alternatives are discussed,

3.2.2 Findings
Corrective Action Request No 1:

The application of the methodology and the discussion and determination of the chosen baseline is
transparent, but not correct. Used data for calculating the emission factors from the OECD study are
not are not eligible, as they are too old. Updated data should be applied. If data from ONS will be
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used for calculation of new emission factor, the special circumstances and weakness of that
approach shall be pointed out.

Response:
Revised PDD and revised baseline calculations were submitted.
Clarification Request No 1:

In case that an increase of bagasse production was envisaged, the project owner shall demonstrate
that the old baseline plant had been able to supply the increased energy demand. Additional if the
expansion of bagasse production was envisaged the project owner shall demonstrate reasonable
that it was not due to energy production.

Response:
Reliable and plausible statement of the facility manager confirms that there an increase

bagasse production is not envisaged.
3.2.3 Conclusion

The revised baseline calculation is based on latest available data and in line with calculation method
of applied and approved Methodology AM0015. Delivered information can be confirmed. However
the baseline calculations have according to available data some weaknesses:

i. The ONS grid includes only 76% of installed capacity and 20% of installed power plants,
ii. ONS dispatch only power plant bigger than 30 MWel,
iii. ONS has no control over sub grids below 138 kV.

In spite of those weaknesses the validation team confirms that the chosen baseline determination is
transparent and according to approved methodology against the background of available data.
Those special circumstances of the project boundary are also described in the final PDD version,
which is the base for that conclusion.

The projects baseline and additionality is in line with appropriate requirements.

3.3 Monitoring Plan

3.3.1 Discussion

The monitoring plan is appropriate, traceable and transparent. The generated electricity that is fed
into the grid in order to estimate emissions within the project boundary can be measured simply and
with an appropriate accuracy. According to the interview with ONS needed data for calculating the
combined margin will be made available to the project developer.

As the project is already in operation it can be confirmed that monthly and annual reporting of the
collected data at the several monitoring points is working, the responsibilities for registration,
monitoring, measurement and reporting are established.

Uncertainty and possibility of monitoring errors are addressed and discussed plausible in the project
documents.

3.3.2 Findings
Corrective Action Request No 2:

The stated crediting period (7y-Om) and the prospected emission reductions (table chapter E.6.) do
not coincided. The PDD has been adjusted.

Response: Submission of revised PDD 30/08/2005.



Validation of the Cruz Alta Bagasse Cogeneration Project (CABCP)

&)

Page 14 of 16 Industrie Service

Corrective Action Request No 3

According to the 20" EB meeting, the board decided that emission factors have to be adjusted ex-
post each year. That is not considered in the Monitoring Plan and tables in chapter D.2.1.3. of the
PDD. It has to be adjusted.

Response: Submission of revised PDD 30/08/2005.

3.3.3 Conclusion

The validation team confirms the monitoring plan; the projects monitoring plan is in line with
approved methodology AM0015.

3.4 Calculation of GHG Emissions

3.4.1 Discussion

The calculation follows the approach of the approved methodology AMO0015, using the simple
adjusted operational margin in order to calculate the combined margin as a fifty-fifty mix of
operational and build margin.

The amount of prospective generated electricity is multiplied with this combined margin in order to
calculate the emission reduction in the grid.

The data sources are reliable and the approach of calculating the operational and the build margin is
traceable and correct against the background of available data and chosen project boundary.

3.4.2 Findings

None

3.4.3 Conclusion

The project will result in a reduction of GHGs. The calculated estimation of prospective emission
reductions, stated with 70 427 tonnes CO2 totally within the crediting period of seven years seems
to be realistic.

3.5 Environmental Impacts

3.5.1 Discussion
An Environmental Impact assessment has to be submitted to the responsible national authorities.

A RAP (“Preliminary Environmental Report”) was submitted to the relevant authority (SMA - State
Secretary of Environment and CETESB). The RAP was approved by CETESB and an Installation.
Guarani has complied with all these requirements, as was confirmed by a technical inspection made
by a CETESB agent in July 2003. The Working License has already been granted by CETESB.

3.5.2 Findings

None

3.5.3 Conclusion

The project is in line with national and regional law. No negative environmental effects are to be
expected, environmental impacts are sufficiently documented. The project fulfils the requirements of
the UNFCCC.
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3.6 Comments by Local Stakeholders

3.6.1 Discussion

A local stakeholder process was performed in order to inform about project activity. According to the
requirements of the Brazilian DNA the stakeholders were invited to comment the project.

3.6.2 Findings

None

3.6.3 Conclusion

The project developer did not receive any adverse comments on the project. Hence, the project
fulfils appropriate requirements.

4 COMMENTS BY PARTIES, STAKEHOLDERS AND NGOS

TUV SUD published the project documents on UNFCCC website and on its own website
(http://www.netinform.de/KE/Wegweiser/Guide2.aspx?ID=1000&Ebene1_ID=26&Ebene2_|D=234).
The PDD was open for commenting from April 11, 2005 to the May 11, 2005.

No comment was received.
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Table 1 Mandatory Requirements for Clean Development Mechanism (CDM) Project Activities
REQUIREMENT REFERENCE | CONCLUSION Cross Reference / Comment
The project shall assist Parties included in Annex | in achieving | Kyoto Protocol Outstanding | The PCF is nominated as purchaser

compliance with part of their emission reduction commitment

long-term benefits related to the mitigation of climate change

Art. 12.5b

Art.12.2 issue of the CERs. Only Annex-I-Parties
under Art. 3 and not the PCF itself are able to
issue a letter of approval.
Outstanding issue:
The Letter of Approval issued by all
parties involved should be submitted
to the audit team.
. The project shall assist non-Annex | Parties in achieving sus- Kyoto Protocol | Table 2, Section A.3
tainable development and shall have obtained confirmation by | Art. 12.2,
the host country thereof Marrakesh Ac-
cords, CDM
Modalities §40a
. The project shall assist non-Annex | Parties in contributing to Kyoto Protocol | Table 2, Section E.4.1
the ultimate objective of the UNFCCC Art.12.2.
The project shall have the written approval of voluntary partici- | Kyoto Protocol Outstanding | A final written approval is not yet
pation from the designated national authorities of each party in- | Art. 12.5a, issue available, but Brazilian Government
volved Marrakesh Ac- has indicated to accept Bagasse co-
cords, CDM generation projects to be eligible un-
Modalities §40a der CDM.
The emission reductions shall be real, measurable and give Kyoto Protocol | Table 2, Section E
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REQUIREMENT REFERENCE | CONCLUSION Cross Reference / Comment
6. Reduction in GHG emissions shall be additional to any that Kyoto Protocol | Table 2, Section B.2
would occur in absence of the project activity, i.e. a CDM pro- Art. 12.5c,
ject activity is additional if anthropogenic emissions of green- Marrakesh Ac-
house gases by sources are reduced below those that would cords, CDM
have occurred in the absence of the registered CDM project ac- | Modalities §43
tivity
7. Potential public funding for the project from Parties in Annex | Marrakech Ac- | According to the information ob-
shall not be a diversion of official development assistance cords tained by the audit team ODA does
not contribute to the financing of the
project.
8. Parties participating in the CDM shall designate a national au- Marrakech Ac- | Both Parties involved have desig-
thority for the CDM cords, CDM nated national authorities for the
Modalities §29 CDM
9. The host country shall be a Party to the KyOtO Protocol Marrakech Ac- M Brazil has approved the Kyoto Pro-
cords, CDM tocol.
Modalities §30
10. Comments by local stakeholders shall be invited, a summary of | Marrakech Ac- | Table 2, Section G
these provided and how due account was taken of any com- cords, CDM
ments received Modalities §37b
11. Documentation on the analysis of the environmental impacts of | Marrakech Ac- | Table 2, Section F
the project activity, including transboundary impacts, shall be cords, CDM
submitted, and, if those impacts are considered significant by Modalities §37¢
the project participants or the Host Party, an environmental im-
pact assessment in accordance with procedures as required by
the Host Party shall be carried out.
12. Baseline and monitoring methodology shall be previously ap- Marrakech Ac- |

Table 2, Section B.1.1 and D.1.1
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proved by the CDM Methodology Panel cords, CDM
Modalities §37e
13. Provisions for monitoring, verification and reporting shall be in Marrakech Ac- | Table 2, Section D
accordance with the modalities described in the Marrakech Ac- | cords, CDM
cords and relevant decisions of the COP/MOP Modalities §37f
14. Parties, stakeholders and UNFCCC accredited NGOs shall Marrakech Ac- | A global public stakeholder process
have been invited to comment on the validation requirements cords, CDM on the UNFCCC website has taken
for minimum 30 days, and the project design document and Modalities, §40 place from November 12, 2004 for
comments have been made publicly available 30 days. Until the end of the stake-
holder process, December 12, 2004,
no comments have been received.
15. A baseline shall be established on a project-specific basis, ina | Marrakech Ac- | Table 2, Section B.2
transparent manner and taking into account relevant national cords, CDM
and/or sectoral policies and circumstances Modalities,
§45c,d
16. The baseline methodology shall exclude to earn CERSs for de- Marrakech Ac- | Table 2, Section B.2
creases in activity levels outside the project activity or due to cords, CDM
force majeure Modalities, §47
17. The project design document shall be in conformance with the Marrakech Ac- | The PDD is in conformance with the
UNFCCC CDM-PDD format cords, CDM CDM Project Design Document (ver-
Modalities, Ap- sion 02) which is in effect as of July

pendix B, EB
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1, 2004.
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CHECKLIST QUESTION COMMENTS Draft - Final
Concl | Concl
A. General Description of Project Activity
The project design is assessed.
A.1.Project Boundaries
Project Boundaries are the limits and borders defining
the GHG emission reduction project.
A.1.1. Are the project’s spatial (geographical) bounda- The baseline study considers the energy M ]
ries clearly defined? generation in the independent south-
southeast and mid-west subsystem of the
Brazilian electricity grid.
So the project boundaries are defined as
the sphere of influence of the south-south-
eastern and mid-west grid (including the
project site and all electrification equip-
ment).
A.1.2. Are the project’s system (components and facili- Yes, see above. %} |

ties used to mitigate GHGs) boundaries clearly
defined?

o B
Lomgw

* MoV = Means of Verification, DR= Document Review, I= Interview
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A.2.Technology to be employed
Validation of project technology focuses on the project
engineering, choice of technology and competence/
maintenance needs. The validator should ensure that
environmentally safe and sound technology and know-
how is used.
A.2.1. Does the project design engineering reflect cur- | 3,4, | DR, | Yes, the project design engineering does %} |
rent good practices? 5, 6, | | reflect current good practices. Sugar Mill
18, and the affiliated companies responsible for
19, the supply and the installation of the techni-
20, cal equipment have wide experiences in this
24 field of technology, management and main-
tenance. The project is professionally man-
aged and the applied technology represents
state of the art technique.
A.2.2. Does the project use state of the art technology | 1,5, | DR, | Yes, see above. ™ [}
or would the technology result in a significantly 6, |
better performance than any commonly used 20,
technologies in the host country? 24
A.2.3. Is the project technology likely to be substituted | 1,5, | DR, | No. %} |
by other or more efficient technologies within 6, ! There are no significant indications that the
the project period? 20, technolo d to imol t th ect
Y gy used to implement the projec

could be substituted during the envisaged
first crediting period until 2007.The technol-
ogy used is state-of-the-art in the branch in
Brazil. It seems less probable especially

* MoV = Means of Verification, DR= Document Review, I= Interview
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CHECKLIST QUESTION Ref. | MoV* COMMENTS gngctl g(')':ﬂl
under the aspect of financing that another,
even more efficient one, could substitute the
envisaged technology in the project period.
A.2.4. Does the project require extensive initial training | 5, 6 I No. 4] |
and maintenance efforts in order to work as Th . .
. . L e measures do not provide technologies
presumed during the project period* ; I, L g
that require a specific training and mainte
nance additional to the usual procedures.
The measures will be integrated in the ge-
neric training and maintenance plan of
Guarani.
A.2.5. Does the project make provisions for meeting 5, 6, | No, see also above. ] %}
training and maintenance needs?
A.3. Contribution to Sustainable Development
The project’s contribution to sustainable development is
assessed.
A.3.1. Is the project in line with relevant legislation and | 1,5, | DR, | Yes. | |
lans in the host country?
P y 260’ I The new government under President Lula
24’ (president since 2003) intends to create a
stricter environmental legislation in the
forthcoming years.
But it is not to expect that this change in the
political direction will have an influence on
the project.
A.3.2. Is the project in line with host-country specific 1,5, | DR, | Yes. | ™M
CDM requirements? 6, I

* MoV = Means of Verification, DR= Document Review, I= Interview

Page A-7

CDM Validation Protocol - Report No.438562




&)

Industrie Service

CHECKLIST QUESTION Ref. | MoV* COMMENTS gngctl <I::<I>I:1ac||
20,
24
A.3.3. Is the project in line with sustainable develop- 1,5, | DR, | Yes. 4] ]
o "
ment policies of the host country? 266 ! The project contributes to the sustainable
24’ development of Brazil by using biomass as
a renewable energy source (substituting a
share of fossil fuels).
A.3.4. Will the project create other environmental or 1,5, | DR, | Yes. %} 4}
social benefits than GHG emission reductions? 6, | Other positive environmental effects are the
2291 reduction of emissions (methane emissions
of deployed bagasse) and the possibility to
create new jobs.
B. Project Baseline
The validation of the project baseline establishes whether
the selected baseline methodology is appropriate and
whether the selected baseline represents a likely baseline
scenario.
B.1.Baseline Methodology
It is assessed whether the project applies an appropri-
ate baseline methodology.
B.1.1. Is the baseline methodology previously ap- 5,6, | I, | The (revised) Baseline Methodology of % ]
proved by the CDM Methodology Panel? 24 DR | Guarani bagasse cogeneration project was

approved as an New Methodology by the
CDM Methodology Panel in November 2003
(NMO0O0O01-rev) and has been published in

* MoV = Means of Verification, DR= Document Review, I= Interview
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CHECKLIST QUESTION Ref. | MoV* COMMENTS graft Al
oncl | Concl
September 2004 as AM0015.
B.1.2. Is the baseline methodology the one deemed 1,5, I, The baseline methodology of Guarani ba- CR 1 ™M
most applicable for this project and is the ap- 6, DR | gasse cogeneration project uses the com-
propriateness justified? 18, bined margin approach to quantify the ba-
20, gasse cogeneration project’s displacement
24 of emissions from the grid.

This is the most appropriate methodology
for this kind of projects.

Clarification Request No. 1:

One application criteria of the methodology
is that the project will not result in an in-
crease of bagasse production reasoned by
the project. When the project owner came to
the decision to start the project that was
reasoned by an envisaged increase of ba-
gasse production? In case that an increase
of bagasse production was envisaged, the
project owner shall demonstrate that the old
baseline plant had been able to supply the
increased energy demand. Additional if the
expansion of bagasse production was en-
visaged the project owner shall demonstrate
reasonable that it was not due to energy
production.

* MoV = Means of Verification, DR= Document Review, I= Interview Page A-9
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Concl | Concl
B.2.Baseline Determination
The choice of baseline will be validated with focus on
whether the baseline is a likely scenario, whether the
project itself is not a likely baseline scenario, and
whether the baseline is complete and transparent.
B.2.1. Is the application of the methodology and the 18, | DR | Yes, application of the methodology and the | CAR 1 ™
discussion and determination of the chosen 20, discussion and determination of the chosen
baseline transparent? 24 baseline is transparent, but not performed in
a conform manner.
Corrective Action Request No 1:
Used data for calculating the emission fac-
tors from the OECD study are not eligible,
as they are too old. Updated data should be
applied.
B.2.2. Has the baseline been determined using con- 18, DR | No, see. B.2.1 See ]
servative assumptions where possible? 20, CAR 1
24
B.2.3. Has the baseline been established on a project- 1, DR | Yes. ™M ™
specific basis? 18, The baseline was determined due to the
20, project-specific situation (region, relevant
24 grid etc.).
B.2.4. Does the baseline scenario sufficiently take into | 5, 6, I, | Yes., seealsoA.3.1 ] 4}
account relevant national and/or sectoral poli- 18, | DR
cies, macro-economic trends and political aspi- 20,
rations? 24

* MoV = Means of Verification, DR= Document Review, I= Interview
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oncl | Concl
B.2.5. Is the baseline determination compatible with 6, I, No as long as OECD data are in use. Inter- See M
the available data? 18, | DR | views with the national dispatch centre CAR 1
20, (ONS) by the validation team demonstrate
24 that necessary data are available.
B.2.6. Does the selected baseline represent the most 18, DR | Can not assessed, see B.2.1 See |
likely scenario among other possible and/or dis- | 20, CAR 1
cussed scenarios? 24
B.2.7. Is it demonstrated/justified that the project activ- | 18, | DR | Yes, through (c) by demonstrating invest- 4] 4]
ity itself is not a likely baseline scenario (e.g. 20, ment barriers and (d) showing that the pro-
through (a) a flow-chart or series of questions 24 ject activity is not “business-as-usual’.

that lead to a narrowing of potential baseline op-
tions, (b) a qualitative or quantitative assess-
ment of different potential options and an indica-
tion of why the non-project option is more likely,
(c) a qualitative or quantitative assessment of
one or more barriers facing the proposed project
activity or (d) an indication that the project type
is not common practice in the proposed area of
implementation, and not required by a Party’s
legislation/regulations)?

Annotation:

The use of cogeneration is part of the en-
ergy extension plan of the Brazil govern-
ment. But there is only a small amount of
facilities in Brazil having the capacity to sell
energy from its cogeneration activities.
There is no sustainable financial incentive to
extend this type of energy production be-
sides possible revenue stream from the
sales of CERs.

Guarani has already used cogeneration
without governmental incentives. The addi-
tional improvement of the system including
an extension of the generation capacity is
even more in the upfront of the sugar mill
business. In particular it should be recog-

* MoV = Means of Verification, DR= Document Review, I= Interview
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Concl | Concl
nized that any further addition beyond the
existing system requires a higher invest-
ment per additional capacity than it was re-
quired for the first installation.
B.2.8. Have the major risks to the baseline been identi- | 6, I, Can not validated, see B.2.1 See %}
fied? 18, DR CAR 1
20,2
4
B.2.9. Is all literature and sources clearly referenced? 18, | DR | Yes. M M
20,
24
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundaries of the pro-
jJect are clearly defined.
C.1.1. Are the project’s starting date and operational 1, 5, I, | Yes. %} 4}
lifetime clearly defined and reasonable? 6, DR
18,
20,
24,
24
C.1.2. Is the assumed crediting time clearly defined 1, DR | Yes, the crediting period is 7 years (2001 — CAR 2
and reasonable (renewable crediting period of 18, 2007) with the intention for renewal.
max. two x 7 years or fixed crediting period of 20, But that the stated crediting period (7y-0m)
max. 10 years)? 24 . X
24’ and the prospected emission reductions

(table chapter E.6.) do not coincided.

* MoV = Means of Verification, DR= Document Review, I= Interview
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Corrective Action Request No 2:
The PDD has to be adjusted.
C.1.3. Is it assured that in case the start of the credit- 1, 5, I, Yes. | ™
ing period is before the registration of the pro- 6, DR
ject that the project activities starting date falls 18,
in the period between 1 January 2000 and the 20,
registration of the first clean development 24,
mechanism project? 24
D. Monitoring Plan
The monitoring plan review aims to establish whether all
relevant project aspects deemed necessary to monitor and
report reliable emission reductions are properly addressed.
D.1.Monitoring Methodology
It is assessed whether the project applies an appro-
priate baseline methodology.
D.1.1. Is the monitoring methodology previously ap- 2,19, | DR | Yes. %} 4|
?
proved by the CDM Methodology Panel’ 32 The (revised) Monitoring Methodology of
24’ Guarani bagasse cogeneration project was
5 8, approved as a New Methodology by the
CDM Methodology Panel in November 2003
(NMO0O001-rev) and has been published in
September 2004 as AM0015.
D.1.2. Is the monitoring methodology applicable for 2, DR | Yes. %} 4|
this project and is the appropriateness justified? | 19,
20,

* MoV = Means of Verification, DR= Document Review, I= Interview
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Concl | Concl
24
D.1.3. Does the monitoring methodology reflect good 2, DR | Yes. %} |
monitoring and reporting practices? 19,
20,
24
D.1.4. Is the discussion and selection of the monitoring | 19, DR | Yes. M %}
methodology transparent? 20
D.2. Monitoring of Project Emissions
It is established whether the monitoring plan provides
for reliable and complete project emission data over
time.
D.2.1. Does the monitoring plan provide for the collec- | 5 6, | DR, | Yes, as there are no such emissions. The 4] 4]
tion and archiving of all relevant data necessary | 19, | use of fossil fuels is excluded for the exist-
for estimation or measuring the greenhouse gas | 20, ing equipment.
emissions within the project boundary during the | 24
crediting period?
D.2.2. Are the choices of project GHG indicators rea- 5,6, | DR, | Not applicable. %} 4}
sonable? 19, I
20,
24
D.2.3. Will it be possible to monitor / measure the 5,6, | DR, | See comment above. %} 4|
specified project GHG indicators? 19, |
20,
24
D.2.4. Will the indicators give opportunity for real 5,6, | DR, | See comment above. | |

* MoV = Means of Verification, DR= Document Review, I= Interview
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measurements of achieved emission reduc- 19, I
tions? 20,
24
D.2.5. Will the indicators enable comparison of project | 5,6, | DR, | See comment above. %} 4]
data and performance over time? 19, |
20,
24
D.3.Monitoring of Leakage
It is assessed whether the monitoring plan provides
for reliable and complete leakage data over time.
D.3.1. Does the monitoring plan provide for the collec- | 5,6, | DR, | Yes, but is shown that no such activities are ] 4}
tion and archiving of all relevant data necessary | 19, | necessary.
for determining leakage? 20,
24
D.3.2. Have relevant indicators for GHG leakage been | 5 6, | DR, | Not applicable. See also comment above. M |
included? 19, I
20,
24
D.3.3. Does the monitoring plan provide for the collec- | 5,6, | Dr,| | See comment above. ™M |
tion and archiving of all relevant data necessary | 19,
for determining leakage? 20,
24
D.3.4. Will it be possible to monitor the specified GHG | 5,6, | Dr,| | See comment above. ] |

* MoV = Means of Verification, DR= Document Review, I= Interview
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Concl | Concl
leakage indicators? 19,
20,
24
D.4.Monitoring of Baseline Emissions
It is established whether the monitoring plan provides
for reliable and complete project emission data over
time.
D.4.1. Does the monitoring plan provide for the collec- | 5,6, | DR, | The project itself generates no GHG emis- | CAR3
tion and archiving of all relevant data necessary | 18, | sions. The use of fossil fuel is excluded for
for determining baseline emissions during the 19, the existing equipment. Due to the inspec-
crediting period? 20, tion the combustion furnace of the boiler
24 could be used for bagasse and wood only.
To calculate the emissions reductions it is
necessary to measure the generated elec-
tricity fed in the grid: Then the emission re-
ductions can be calculated on base of exist-
ing data for specific emissions of the grid or
electricity generated by a gas-fired plant.
Corrective Action Request No 3
According to the 20th EB meeting, the
board decided that emission factors have to
be adjusted ex-post each year. That is not
considered in the Monitoring Plan and ta-
bles in chapter D.2.1.3. of the PDD. It has to
be adjusted.
D.4.2. Is the choice of baseline indicators, in particular | 5,6, | DR, | Yes, see above. %} |
* MoV = Means of Verification, DR= Document Review, I= Interview Page A-16
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for baseline emissions, reasonable? 18, I
19,
20,
24
D.4.3. Will it be possible to monitor the specified base- | 5, 6, | DR, | Yes, see above. %} 4|
line indicators? 18, I
19,
20,
24
D.5. Monitoring of Sustainable Development Indicators/
Environmental Impacts
It is checked that choices of indicators are reason-
able and complete to monitor sustainable perform-
ance over time.
D.5.1. Does the monitoring plan provide the collection 5,6, | DR, | Yes. | |
and archiving of relevant data concerning envi- 20, I ,
ronmental, social and economic impacts? 24 Environmental Impacts:
It is indicated in the PDD that negative envi-
ronmental impacts are to be expected. In
fact the project contributes to an improve-
ment of the environmental situation by re-
ducing GHG emissions.
Social and Economic Impacts:
The project does create employment oppor-
tunities during the realisation phase of the
project (installation of the new equipment)

* MoV = Means of Verification, DR= Document Review, I= Interview Page A-17
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Concl | Concl
and in addition during the maintenance and
operating phase of the project. So the pro-
ject generates income for the local popula-
tion.
D.5.2. Is the choice of indicators for sustainability de- 5, 6, I, Yes, see above. %} |
velopment (social, environmental, economic) 20, DR
reasonable? 24
D.5.3. Will it be possible to monitor the specified sus- 5, 6, I, | The positive effects have been discussed M 4]
tainable development indicators? 20, | DR | with the project owner and the project de-
24 veloper and are demonstrated plausibly in
the project documents.
It is not necessary to install a project-
specific monitoring system to collect data to
demonstrate these positive effects.
D.5.4. Are the sustainable development indicators in 5,6, |, | Seeabove. M M
line with stated national priorities in the Host 20, DR
Country? 24
D.6.Project Management Planning
It is checked that project implementation is properly
prepared for and that critical arrangements are ad-
dressed.
D.6.1. Is the authority and responsibility of project 56, I, |Yes. M M
management clearly described? 20, DR
24
D.6.2. Is the authority and responsibility for registra- 5,6, | DR, | Yes, the management of Guarani is respon- ™M M

tion, monitoring, measurement and reporting

* MoV = Means of Verification, DR= Document Review, I= Interview
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clearly described? 20, I sible for the reporting. The data necessary
24 to calculate the emissions reductions are
measured and registered electronically,
quality control and assurance is addressed
and plausibly guaranteed.
D.6.3. Are procedures identified for training of monitor- | 5 6, | DR, | This is not necessary. The monitoring of | %]
ing personnel? 20, I data is included in the routinely data moni-
24 toring.
D.6.4. Are procedures identified for emergency pre- 5,6, | DR, | Not applicant. Unintended emissions are not ™ ™
paredness for cases where emergencies can 20, I to be expected.
cause unintended emissions? 24
D.6.5. Are procedures identified for calibration of moni- | 3,4, | DR, | Yes, the meter equipment of the regional | ™M
toring equipment? 5, 6, | | electricity provider can be used as a safety
20, procedure to “measure” the carbon emis-
24 sion reductions. This equipment and also
the metering equipment at Guarani Sugar
Mill were calibrated and will be calibrated in
the forthcoming years in accordance with
the national calibration and technical regula-
tions.
D.6.6. Are procedures identified for maintenance of 5,6, | DR, | Yes, see also above. ™M ™
monitoring equipment and installations? 20, |
24
D.6.7. Are procedures identified for monitoring, meas- | 3,4, | Dr, | | Yes. The monitoring is done via the meters | |
urements and reporting? 5,6, installed at the regional electricity provider
20, and at the site of Guarani sugar mill.
24

* MoV = Means of Verification, DR= Document Review, I= Interview
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CHECKLIST QUESTION Ref. | MoV COMMENTS Concl | Concl
D.6.8. Are procedures identified for day-to-day records | 3,4, | DR, | Yes, but a (project-specific) day-to-day re- %} |
handling (including what records to keep, stor- 5, 6, | cord handling is not necessary in this pro-
age area of records and how to process per- 20, ject, because the data are doubly assured
formance documentation) 24 and Guarani sugar mill)
D.6.9. Are procedures identified for dealing with possi- | 3,4, | DR, | Yes, but no project-specific necessity to ] %}
ble monitoring data adjustments and uncertain- | 5, 6, I deal with monitoring data adjustments and
ties? 20, uncertainties is given.
D.6.10. Are procedures identified for review of reported | 3,4, | DR, | Yes. %} |
results/data? 5, 6, I
20,
24
D.6.11. Are procedures identified for internal audits of 3,4, | DR, | No, this is not necessary. 4} 4}
GHG project compliance with operational re- 5,6, |
quirements where applicable? 20,
24
D.6.12. Are procedures identified for project perform- 3,4, | Dr, | | Yes. | |
ance reviews before data is submitted for verifi- | 5, 6,
cation, internally or externally? 20,
24
D.6.13. Are procedures identified for corrective actions 5,6, | Dr, | | This is not necessary in this project. ] ]
in order to provide for more accurate future 20,
monitoring and reporting? 24
* MoV = Means of Verification, DR= Document Review, I= Interview Page A-20
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E. Calculation of GHG Emissions by Source
It is assessed whether all material GHG emission sources
are addressed and how sensitivities and data uncertainties
have been addressed to arrive at conservative estimates of
projected emission reductions.
E.1. Predicted Project GHG Emissions
The validation of predicted project GHG emissions fo-
cuses on transparency and completeness of calcula-
tions.
E.1.1. Are all aspects related to direct and indirect 5,6, | DR, | Yes. 4] ]
GHG emissions captured in the project design? 18, |
19,
20,
24
E.1.2. Are the GHG calculations documented in a 1,2, | DR | Yes. ™ 4}
complete and transparent manner? 18,
19,
20,
24
E.1.3. Have conservative assumptions been used to 18, DR | Yes. 4} %}
calculate project GHG emissions? 19,
20,
24
E.1.4. Are uncertainties in the GHG emissions esti- 1,2, | DR, | Yes. | |
mates properly addressed in the documenta- 5, 6, I

* MoV = Means of Verification, DR= Document Review, I= Interview
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tion? 18,
19,
20,
24

E.1.5. Have all relevant greenhouse gases and source | 1,2, | DR, | Yes. %} |
categories listed in Kyoto Protocol Annex A 5, 6, |

been evaluated? 18,
19,
20,
24

E.2. Leakage

It is assessed whether there leakage effects, i.e.
change of emissions which occurs outside the pro-
Ject boundary and which are measurable and attrib-
utable to the project, have been properly assessed.

E.2.1. Are potential leakage effects beyond the chosen | 5 6, | Dr, | | Potential leakage effects are discussed, but %} |
project boundaries properly identified? 18, it is show in the project documents that
19, there are no such effects
20,
24
E.2.2. Have these leakage effects been properly ac- 5,6, | DR, | See above. | |
counted for in calculations? 18, |
19,
20,
24
E.2.3. Does the methodology for calculating leakage 5,6, | DR, | See above. 4] %}
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CHECKLIST QUESTION Ref. | MoV* COMMENTS Bk SFinal
Concl | Concl
comply with existing good practice? 18, I
19,
20,
24
E.2.4. Are the calculations documented in a complete | 5 6, | DR, | See above. 4} M
and transparent manner? 18, |
19,
20,
24
E.2.5. Have conservative assumptions been used 5,6, | DR, | See above. | |
when calculating leakage? 18, I
19,
20,
24
E.2.6. Are uncertainties in the leakage estimates prop- | 5,6, | DR, | See above. ] 4}
erly addressed? 18, I
19,
20,
24
E.3. Baseline Emissions
The validation of predicted baseline GHG emissions
focuses on transparency and completeness of calcu-
lations.
E.3.1. Have the most relevant and likely operational 5,6, | DR, | No, see CAR 2 above B.2.1. see %}
characteristics and baseline indicators been 18 |
. o ' CAR 1
chosen as reference for baseline emissions? 20,

* MoV = Means of Verification, DR= Document Review, I= Interview
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CHECKLIST QUESTION Ref. | MoV* COMMENTS ngctl g(',';ac',
24
E.3.2. Are the baseline boundaries clearly defined and | 18, DR | No, as old data from the OECD does not see |
do they sufficiently cover sources and sinks for 20, reflect the imports and exports. CAR 1
baseline emissions? 24

Corrective Action Request No 1:

Used data for calculating the emission fac-
tors from the OECD study are not are not
eligible, as they are too old. Updated data
should be applied.

E.3.3. Are the GHG calculations documented in a 18, | DR | Can not be validated, additional information see ™
complete and transparent manner? 19, needed, see E.3.2 and B.2.1. CAR 1
20,
24
E.3.4. Have conservative assumptions been used 18, | DR | Can not be validated, additional information see [}
when calculating baseline emissions? 19, needed, see E.3.2 and B.2.1. CAR1
20,
24
E.3.5. Are uncertainties in the GHG emission esti- 18, Dr | No, see comment on E.3.2 and B.2.1. see M
mates properly addressed in the documenta- 19, CAR 1
tion? 20,
24
E.3.6. Have the project baseline(s) and the project 18, Dr | Yes. 4| |
emissions been determined using the same ap- 19,
propriate methodology and conservative as- 20,
sumptions? 24
* MoV = Means of Verification, DR= Document Review, I= Interview Page A-24
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CHECKLIST QUESTION Ref. | MoV* COMMENTS ST
E.4. Emission Reductions
Validation of baseline GHG emissions will focus on
methodology transparency and completeness in emis-
sion estimations.
E.4.1. Will the project result in fewer GHG emissions 5,6, | DR, | Yes. | ™M
than the baseline scenario? 18, |
20,
24
F. Environmental Impacts
Documentation on the analysis of the environmental im-
pacts will be assessed, and if deemed significant, an EIA
should be provided to the validator.
F.1.1. Has an analysis of the environmental impacts of | 5,6, | DR, | Yes. %} 4}
the project activity been sufficiently described? 11, |
18,
20,
24
F.1.2. Are there any Host Party requirements for an 5,6, | DR, | Yes. An Environmental Impact assessment 4 ™
Environmental Impact Assessment (EIA), and if | 11, | | has to be submitted to the responsible na-
yes, is an EIA approved? 12, tional authorities.
18’ A RAP (“Preliminary Environmental Report”)
28’ was submitted to the relevant authority
24’ (SMA — State Secretary of Environment and

CETESB). The RAP was approved by
CETESB and an Installation License has

* MoV = Means of Verification, DR= Document Review, I= Interview
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CHECKLIST QUESTION Ref. | MoV* COMMENTS Bk SFinal
Concl | Concl
been awarded to Guarani.
F.1.3. Will the project create any adverse environ- 5,6, | DR, | No, itis not expected that the project will 4] %}
mental effects? 18, I cause negative environmental effects.
20,
24
F.1.4. Are transboundary environmental impacts con- 18, DR, | Yes. | |
X . o
sidered in the analysis® 2291 ! The nature of the project allows to exclude
transboundary impacts, possible negative
impacts on local air quality should not be
considered to have any detectable resul-
tants on an transnational scale
F.1.5. Have identified environmental impacts beenad- | 18, | DR | Yes. ™ 4}
dressed in the project design? 20,
24
F.1.6. Does the project comply with environmental leg- | 18, DR | Yes. 4] 4]
islation in the host country? 19,
20,
24
G. Stakeholder Comments
The validator should ensure that a stakeholder com-
ments have been invited and that due account has been
taken of any comments received.
G.1.1. Have relevant stakeholders been consulted? 5, 6, There was a local stakeholder process. Lo- ™ ]
8,9, cal stakeholders have been invited via
10, newspaper.

* MoV = Means of Verification, DR= Document Review, I= Interview
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CHECKLIST QUESTION Ref. | MoV* COMMENTS Tk By Final
Concl | Concl
18, The global stakeholder process still has to
20, be started.
24
G.1.2. Have appropriate media been used to invite 8,9, | DR | Yes. %} 4}
comments by local stakeholders? 10,
20,
24
G.1.3. If a stakeholder consultation process is required | 5,6, | DR, | Yes. | |
by regulations/laws in the host country, has the 8,9, [
stakeholder consultation process been carried 10,
out in accordance with such regulations/laws? 20,
24
G.1.4. Is a summary of the stakeholder comments re- 18, | DR | The project developer did not receive any oA 7}
ceived provided? 20, adverse comments on the project. Hence,
24 the project fulfils appropriate requirements..
G.1.5. Has due account been taken of any stakeholder | 18, DR | See above. %} |
comments received? 20,
24

* MoV = Means of Verification, DR= Document Review, I= Interview
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Table 3 Resolution of Corrective Action and Clarification Requests

Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist

question in

table 1 and 2
The baseline methodology of Guarani ba- Table 2, Reliable and plausible statement of the That statement seems reliable.
gasse cogeneration project uses the com- B.1.2 facility manager confirms that there an o
bined margin approach to quantify the ba- increase bagasse production is not en-
gasse cogeneration project’s displacement of visaged.

emissions from the grid.

This is the most appropriate methodology for
this kind of projects.

Clarification Request No. 1:

One application criteria of the methodology is
that the project will not result in an increase
of bagasse production reasoned by the pro-
ject. When the project owner came to the de-
cision to start the project that was reasoned
by an envisaged increase of bagasse produc-
tion? In case that an increase of bagasse
production was envisaged, the project owner
shall demonstrate that the old baseline plant
had been able to supply the increased energy
demand. Additional if the expansion of ba-
gasse production was envisaged the project
owner shall demonstrate reasonable that it
was not due to energy production.

* MoV = Means of Verification, DR= Document Review, I= Interview Page A-28
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Draft report clarifications and corrective Ref. to Summary of project owner response | Validation team conclusion
action requests by validation team checklist

question in

table 1 and 2
Yes, application of the methodology and the Table 2, Submission of revised calculation The validation team confirms the data
discussion and determination of the chosen B.2.1 basis and calculation approach.
baseline is transparent, but not correct. M
Corrective Action Request No 1:
Used data for calculating the emission factors
from the OECD study are not are not eligible,
as they are too old. Updated data should be
applied.
Corrective Action Request No 2: Table 2, Submission of revised PDD The validation team confirms the con-
Yes, the crediting period is 7 years with the B.1.2 30/08/2005. sistency.
intention for renewal. %}
But that the stated crediting period (7y-0m)
and the prospected emission reductions (ta-
ble chapter E.6.) do not coincided.
The PDD has been adjusted.
Corrective Action Request No 3 Table 2, Submission of revised PDD The validation team confirms the
According to the 20 th EB meeting, the board D.4.1 30/08/2005. monitoring plan.
decided that emission factors have to be %}
adjusted ex-post each year. That is not
considered in the Monitoring Plan and tables
in chapter D.2.1.3. of the PDD. It has to be
adjusted.

- 000 -

* MoV = Means of Verification, DR= Document Review, I= Interview
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Reference No. Document or Type of Information
1. “Monitoring and Verification Procedures for GHG Emissions Reductions from Biomass Cogeneration Projects”, ECONERGY
International Corporation, Washington D.C., USA, October 2001
2. “Emission Baselines, Estimating the unknown”, OECD / EIA (2000), Paris, France, www.iea.org/public/studies/baselines.htm
“Options for project emission baselines”, OECD / EIA, Oct. 1999, www.oecd.org
4. On-site interviews and inspection at Cruz Alta Sugar Mill in Olimpia, State of Sao Paulo, Brazil, by auditing team of TUV
Suddeutschland performed on March 12th, 2004
Interviewed persons: Mr.Edson Luis de Carvalho
Mr. Fabio Pelegrini
Mr. Nivaldo Carlos Ferreira
Mr. Antonio Alberto Stuchi
Mrs. Gisele Picolli Traina
Mr. Gérard Vesschemoet
5. On-site interview at office of Econergy International Corporation in Sao Paulo, State of Sao Paulo, Brazil, by auditing team of
TUV Siiddeutschland performed on March 13th, 2004
Interviewed person: Mr. Helvecio Borges Guimaraes
Mr. Carlos Grieco
6. www.unfcce.int - web-page of UNFCCC
"CRUZ ALTA - A GHG EMISSION REDUCTIONS PROJECT ACTIVITY IN BRAZIL” -
CDM PROJECT DESIGN DOCUMENT, ECONERGY Brasil, Sao Paulo, Brazil, March 2004
8. Announcement concerning stakeholder comments, media: a local newspaper “Folha da Regido” ( 24" of August 2002 edition)
and in the official newspaper of the state of Sao Paulo in 24™ August 2002
9. Installation License for Cruz Alta Bagasse Cogeneration Project

TUV SUD GROUP
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Reference No. Document or Type of Information
10. New Baseline Methodology, Annex 3; “Carbon Credits for “Vale do Rosario, Bagasse Cogeneration Project, Brazil” —
CDM PROJECT DESIGN DOCUMENT, ECONERGY Brasil, Sao Paulo, Brazil, Revised June, 2003
11. "CRUZ ALTA - A GHG EMISSION REDUCTIONS PROJECT ACTIVITY IN BRAZIL” —
CDM PROJECT DESIGN DOCUMENT, ECONERGY Brasil, Sao Paulo, Brazil, Rev. 1, 24. June 2004
12. Homepage: http://unfccc.int/cdm/dnabra.htm
13. On-site interview at Forest Police Division in Olimpia, State of Sao Paulo, Brazil, by auditing team of TUV Siiddeutschland
performed on March 12th, 2004
Interviewed person: Capitao Rogério de Oliveira Xavier
14. Cruz Alta Bagasse Cogeneration Project (CABCP) -, Econergy International Corporation, Sao Paulo, SP, Brazil, Final PDD-
30™ August, 2005
15. Interview with National Dispatch Center on May 30, 2005. Following people were interviewed:
Delfim Maduro Zaroni Head for department Opercdo em Tempo Real
(Operador Nacional do Sistema Elétrico - ONS)
Wilkens Geraldes Filho Engineer at the Departamento de Operagdo em Tempo Real
(Operador Nacional do Sistema Elétrico - ONS)

TUV SUD GROUP




