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Alta Mogiana Bagasse Cogeneration Project (AMBCP).

[$ ' HAUSWRQR WHSLRMANEAMW

This project activity consists of increasing the efficiency in the bagasse (a renewable fuel source, residue
from sugarcane processing) cogeneration facility at 8MCD$ OO0 RIIDPD6 $  $o~-FOUHEBRRO(Alta
Mogiana), a Brazilian sugar mill. With the implementation of this project, the mill is able to sl
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 and contributes to the regional
and national sustai nable development.

By investing to increase in steam efficiency in the sugar and acohol production and increase in the
efficiency of burning the bagasse (more efficient boilers), Alta Mogiana generates surplus steam and uses
it exclusively for electricity production (through turbo-generators).

The sponsors of the AMBCP are convinced that bagasse cogeneration is a sustainable source of energy
that brings not only advantages for mitigating global warming, but also creates a sustainable competitive
advantage for the agricultural production in the sugarcane industry in Brazil. Using the available natural
resources in a more efficient way, the Alta Mogiana project activity helps to enhance the consumption of
renewable energy. Besides that, it is used to demonstrate the viability of electricity generation as a side-
business source of revenue for the sugar industry. It is worthy to highlight that out of approximately 320
sugar mills in Brazil, the great majority produces energy for on-site use only, and not for grid supply,
which is mainly due to the low-efficiency of the cogeneration equipment installed on those sugar mills.

Furthermore, bagasse cogeneration also plays an important role on the country’ s economic devel opment,
as Brazil’s sugarcane-based industry provides for approximately 1 million jobs and represents one of the
major agribusiness products within the trade balance of the country. The Brazilian heavy industry has
developed the technology to supply the sugarcane industry with equipments to provide expansion for the
cogeneration, therefore such heavy industry development also helps the country to create jobs and
achieve sustainable devel opment.

Bagasse cogeneration is important for the energy strategy of the country. Cogeneration is an alternative
that allows postponing the installation and/or dispatch of thermal energy generation utilities. The sale of
the CER generated by the project will boost the attractiveness of bagasse cogeneration projects, helping
to increase the production of this energy and decrease dependency on fossil fuel.

Alta Mogiana adso believes that sustainable development will be achieved not only by the

implementation of a renewable energy production facility, but also by carrying out activities which
corresponds to the company social and environmental responsibilities, as described bel ow:
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Alta Mogianais listed among the fifty major sugarcane enterprises in Southern Brazil. In the 2002/2003
harvest season, it crushed 1,8 million tones of sugarcane, producing 50,8 thousand m® of ethanol and
187,1 thousand tones of sugar. For the 2003/2004 harvest season, the estimates are an enhancement to
2,2 million tones of sugarcane, 57,1 thousand m® of ethanol and 210,2 thousand tones of sugar.

Searching continuous improvements in its productive performance, Alta Mogiana gives specia attention
to its human resources. To encourage its employees to be deeply engaged with the results of the
company, Alta Mogiana has always developed human resources socia services. The company believes
that the employees contribution to increasing the quality of the products is heavily dependent on their
quality of life. In order to achieve top quality human resource management, the company focuses special
attention on the work safety and health care in its managerial statements. The total number of employees
at Alta Mogiana were 2.155 directly and 7.453 indirectly during the 2001/2002 crop season. Considering
the great number of farmers who benefit from the company, such farmers in turn employing many other
people to maintain their cane plantations, one can say that Alta Mogianaisthe most important job creator
in the city of 45.000 people where the company is located.

Furthermore, Alta Mogiana supports an IT laboratory for 200 students at the local community college,
which isapartnership called “ Educando para o Futuro”.

Increasing the firm's annual revenues due to CERs commercialization adds substantial value to the direct
employees of the firm, its sugarcane providers, their families and the local community.

Alta Mogiana s industrial processes are also a matter of care for the company, and quality is on top of
that care. The company has defined programs for eventual certification of all its processesin compliance
with 1SO norms as a way to incorporate technology and quality practices. The result was the company's
certification with the SO 9002 in November 1999 by Lloyd's Register Quality Assurance.

8MQD$ W0 RIIDPD6 $ $o~-FOUHEBRRDa Brazilian private company.

( FRQHU\ %DM WD, a Brazilian private company.

;. RUBYDOON 3LRRAVSHE&DLERY) XQG 3&)  International Bank for Reconstruction and Devel opment
is the Trustee of the PCF and purchases certified emissions reductions on behalf of and for the PCF
Participants.
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S&o Joaquim da Barra.

$ ' HIIOR  SK\ IFDO GFDARY  LOFOAQ) LQRP DARQ DABZIQ) WH

Séo Joaguim da Barra is located northeast in the State of Sdo Paulo, about 380 km away from the state
capital, Sdo Paulo, in the agricultural region of Orlandia, as can be seenin Figure 1.

Source: Elaborated from Coordenadoria de Assisténcia Técnica Integral (CATI)
) UXWH  * HRIWDSKIFDOSRMRQR WHP XQHSDDW R 6nRR- ROTXIP GDYUD

! http:/fwww.cati.sp.gov.br/
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The predominant technology in al parts of the world today for generating megawatt (MW) levels of
electricity from biomass is the steam-Rankine cycle, which consists of direct combustion of biomassin a
boiler to raise steam, which is then expanded through a turbine. Most steam cycle plants are located at
industrial sites, where the waste heat from the steam turbine is recovered and used for meeting industrial
process heat needs. Such combined heat and power (CHP), or cogeneration, systems provide greater
levels of energy services per unit of biomass consumed than systems that generate power only.

The steam-Rankine cycle involves boiling pressurized water, with the resulting steam expanding to drive
a turbo-generator, and then condensing back to water for partial or full recycling to the boiler. A heat
exchanger is used in some cases to recover heat from flue gases to preheat combustion air, and a de-
aerator must be used to remove dissolved oxygen from water before it enters the boiler.

Steam turbines are designed as either "backpressure” or "condensing” turbines. CHP applications
typically employ backpressure turbines, wherein steam expands to a pressure that is still substantially
above ambient pressure. It leaves the turbine till as a vapour and is sent to satisfy industrial heating
needs, where it condenses back to water. It is then partially or fully returned to the boiler. Alternatively,
if process steam demands can be met using only a portion of the available steam, a condensing-extraction
steam turbine (CEST) might be used. This design includes the capability for some steam to be extracted
at one or more points along the expansion path for meeting process needs (see Figure 2). Steam that is
not extracted continues to expand to sub-atmospheric pressures, thereby increasing the amount of
electricity generated per unit of steam compared to the backpressure turbine. The non-extracted steam is
convert;ad back to liquid water in a condenser that utilizes ambient air and/or a cold-water source as the
coolant®.

ZWilliams & Larson, 1993 and Kartha & Larson, 2000, p.101
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The steam-Rankine cycle uses different boiler designs, depending on the scale of the facility and the
characteristics of the fuel being used. The initial pressure and temperature of the steam, together with the
pressure to which it is expanded, determine the amount of electricity that can be generated per kilogram
of steam. In general, the higher the peak pressure and temperature of the steam are, the more efficient,
sophisticated, and costly, the cycleis.

Using steam-Rankine cycle as the basic technology of its cogeneration system, for achieving an

increasing amount of surplus electricity to be generated, Alta Mogiana began its efforts in three phases,
which are:
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This phase includes the refurbishment of two 21 bar boilers to 42 bar each, which increased the energy
efficiency significantly; and the acquisition of a backpressure turbo-generator of 25 MW capacity.
Moreover, the energy consumption in the sugar process was reduced by 19% from 530 Kg of steam per
ton of sugarcane crushed to 430 Kg.

In 2002, Alta Mogiana supplied the grid with 28.948 MWh of renewable electricity. CPFL is the utility
that has signed a ten-year contract with Alta Mogiana. The guaranteed capacity of energy sales, which is
under the PPA*, is the basis for calculating the total amount of expected carbon offsets (CERs) from
2002 through 2004. However, as described ahead, AMBCP will likely generate much more energy,
therefore more CERs, than what is expected by the PPA. This has actually happened in 2002, when
around 21.600 MWh of electricity were to be produced, and the real value surpassed that.

Even though AMBCEP, in this first phase, reached a total installed capacity of 37,5 MW, the two turbo-
generators of 5 MW and 7,5 MW were on stand-by, as this was the first year Alta Mogiana operated the
new turbo-generator. Although in the PPA a surplus capacity of 6 MW is guaranteed to operate in order
to generate electricity for commercialization, Alta Mogiana might be capable to deliver more(as shownin
Table 1) since it may use spare capacity as needed or wanted, and this electricity commercialization not
forecasted will also be verified and certified by the Operational Entity to account for the total carbon
offset, based at the “Total Capacity for Surplus Electricity”. It is worth noticing that small energy
projects, like AMBCP, are not dispatched by the National Operator of the Electricity System (ONS),
meaning that AltaMogiana is allowed to supply the grid as much as it can. And in the end Alta Mogiana
can commercialize any extraamount of electricity in the Wholesale Electricity Market (MAE) in Brazil.

3KD\H

In the year 2003, during the harvest season, Alta Mogiana continued the investments from 2002 to reach
a higher efficiency for exploiting the biomass through a number of measures in its process and aso
installing a new 42 bar boiler originally scheduled for Phase 3. The mill was therefore able to generate
41.700 MWh of clean energy to supply the grid. The contracted capacity to supply the grid was 12 MW.

In this phase, the already installed capacity is to be better exploited by investing in efficiency increasein
the sugar production, therefore saving steam consumption internally. Moreover, bagasse production is
also projected to increase. Nevertheless, even though the two stand-by turbo-generators are predicted not
to be in use according to the PPA, they can generate electricity if there is afinancial advantage for doing
it.

3KD\H

In this phase, Alta Mogiana will construct a new 42 bar boiler to increase the steam supply for electricity
generation purposes.

Table 1 shows how AltaMogiana s infrastructure will be updated according to AMBCP.

3 &RP SDXKID3DXAMm GH) RWDH/ X, aleading electricity distributor in Brazil.

* Power Purchase Agreement
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Figure 3 provides an energy diagram for Alta Mogianain order to provide a picture of how the energy is

distributed through the mill and the path from biomass energy to electric power.
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By dispatching renewable electricity to a grid, electricity that would otherwise be produced using fossil
fuel is displaced. This electricity displacement will occur at the system's margin, i.e. this CDM project
will displace electricity that is produced by marginal sources (mainly fossil fueled thermal plants) which
have higher electricity dispatching costs and are solicited only over the hours that baseload sources (low-
cost or must-run sources) cannot supply the grid (due to higher marginal dispatching costs or fuel storage
—in case of hydro sources — constraints).

Bagasse is a fibrous biomass by-product from sugarcane processing, which accounts for about 25 percent
on weight of fresh cane and approximately one third of the cane's energy content. In atypical Brazilian
sugarcane mill, burning bagasse for generation of process heat and power production is a practice already
established. It is estimated that over 700 MW of bagasse-based power capacity is currently installed in
the state of S o Paulo only®. The energy produced from these facilities is almost all consumed for their
own purposes. Because of constraints that limit the access of independent power producers to the electric
utilities market, there is no incentive for sugarcane mills to operate in a more efficient way. L ow-pressure
boilers, very little concern with optimal use and control of steam, crushers mechanicaly activated by
steam, energy intensive distillation methods, are a few examples of inefficient methods applied to the
sugar industry as normal routine.®

The Brazilian eectric sector legislation currently recognizes the role of independent power producers,
which has triggered interest in improving boiler efficiency and increasing electricity generation at mills,
allowing the production of enough electricity not only to satisfy sugar mills' needs but also a surplus
amount for selling to the eectricity market. Furthermore, the ever increasing electricity demand opens an
opportunity for some bagasse cogeneration power plantsin Brazil. Additionaly, the feature of electricity
generation from sugarcane coinciding with dry months of the year, when hydroel ectric generation system
- the most important electricity source in the country - is under stress, should provide considerable
complementary energy and make bagasse cogeneration electricity attractive for any potential purchasers.

Nevertheless, some barriers pose a challenge for implementation of this kind of projects. In most cases,
the sponsors culture in the sugar industry is very much influenced by the commodities — sugar and
ethanol — market. Therefore, they need an extra incentive to invest in electricity production due to the
fact that it is a product that can never be stored in order to speculate with price. The Power Purchase
Agreement requires different negotiation skills, which is not the core of the sugar industry. For instance,
when signing a long-term electricity contract, the PPA, a given sugar mill has to be confident that it will
produce sufficient biomass to supply its cogeneration project. Although it seems easy to predict, the
volatility of sugarcane productivity may range from 75 to 95 ton of sugarcane per hectare annually
depending on the rainfall. So, the revenue from GHG emission reductions and other benefits associated
with CDM certification offer a worthy financial comfort for the sugar mills, like Alta Mogiana, which is
investing to expand its electric power generation capacity and to operate in a more rationale way under
the above mentioned new electric sector circumstances.

®> S o Paulo. Secretary of Energy, 2001.
® Nastari, 2000.
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This project activity is to reduce &2 Hover 7 years.
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CER's produced until 2004. Data for 2005 and on are estimates.

| $  3XEQFIXQAQ R WHSLRMPADRAMW

Thereisno Annex | public funding involved in AMBCP project activity.

|6(&7,21 % $SSTFDARQR DEDVHICHP HNRGRR)\ |

‘ % 7 MBIDQG UIHHHFHR WHESSLRYHS EDHIXHP HMRERRI\  CESOHE VR WH SURMBNDEAYIW ‘

AMO015: Bagasse-based cogeneration connected to an electricity grid.

This methodology is applicable to AMBCP due to the fact that (i) the bagasse is produced and consumed
in the same facility £ Alta Mogiana -; (ii) the project would never be implemented by the public sector,
as well as it would not be implemented in the absence of CDM, as shown in the additionality chapter
below; (iii) there is no increase on the bagasse production due to the project activity itself/ and (iv) there
will be no bagasse storage for more than one year.

This template shall not be altered. It shall be completed without modifying/adding headings or logo, format or font.



352-(&7'(6,1'2&80(17)250 & 03" 9HMRQ
&' 0 = ([ H-XWYH YeRDUG page 12
‘ % " HRUSWRQR KRZ WHP HMRGR®RI\ LVOSSCHS LQWHRRQM WR WH SLRWRADPAMW

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 = F ' DNSDAK' DB$Q@OMY20 For STEP 2, the option 1 was chosen. The following
table presents the key information and data used to determine the baseline scenario.

.. QXPEHJ ' DBWSH 9 DOH 8 QW ' DR6RXUH
1 EG, Electricity |Obtained MWh AltaMogiana
supplied to |throughout
the grid by |project
the Project. |activity
lifetime.
2.ER CO2 0,453 tCO.e/MWh Calculated
emission
factor of the
Grid.
3. EF,,, Co2 0,338 tCO.e/MWh This value uses data
Operating obtained in the International
Margin Energy Agency (IEA),
emission Report from October 2002
factor of the called: 3 5ROG 7HMY
grid. YOHDH 1RJ * UHKRXAH
* DV 0 MIDIRQ 3URWRV 1Q
\WH( GRNF 3RZ HUBHRRU
4. EF,,, CO2 Build|0,5690 tCO.e/MWh Thisvalueis obtained in the
Margin International Energy
emission Agency (IEA)  Report
factor of the (Report) from October 2002
Grid. caled: 35RDG 7HXNY
YOHIH IRJ * ULHHRXA\H
* DV 0 MJDIRQ 3URWRV 1O
\WH( GRNEF 3RZ HUBHRRU
10. Ay Fraction of|e,, =0,457 |- These values were
timeduring |+, ,=0,550 calculated using data from
which  low- e, =0,582 the  ONS (Operador
cost/ Nacional do  Sistema,
must-run 1 DMRDOB\ WP 2 SHDR)
sources are
on the
margin.
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(a) The starting date of this project activity occurred in year 2002, which is evidenced by the request for
enlargement of Usina Alta Mogiana S/A to CETESB, environmental agency of the state of S o Paulo, in
18™ January 2002.

(b) Alta Mogiana would not initiate the project in the absence of CDM. The mill was informed about the
CDM through Informag o UNICA, the newsletter from UNICA + 8 QiR @D $JURG\WID & DPMHID GH
6nR3DX@®R + state of S 0 Paulo sugarcane association. Moreover, Mr. Alceu Luiz Gongalves Junior from
Alta Mogiana Sugar Mill was in the first seminar about CDM as source of funding for renewable energy
in the sugar industry, which was held on 7 April 2000 at the S o Paulo School of Business (Escola de
Administrag o de Empresas de S o Paulo + EAESP/FGV). The seminar was sponsored by United States
Agency for International Development, Winrock International, UNICA, Suzano Papel e Celulose and
Copersucar. Moreover the contract between Alta Mogiana Sugar Mill and Econergy Interenational
Corporation for service of analysing the emission reduction in this project activity was signed 27 June
2001.

6W5 ,GHONLIFDARQ R DOMDAYHY VR WH SURWRVDRPAYIW  FRQUMMRNZ W FEXULHRN@Y V DG
UHIXDARY/
6XEVWS D ' HLCHDOMLDAYH/ VR WHSLRMPADRAYIW

There were only two possibilities to implement this project activity: one was to continue the current
situation of the sugar mill, focusing only on the production of sugar and acohol and thus investing to
enhance the efficiency and increasing the scale of its core business. The other option was the project
activity undertaken, which is the investment made to increase steam efficiency and production for
electricity sales purposes by acquiring high-efficiency boilers and turbo-generators.
6XE W5 E ( QRAP HW\R DSSTUERIQY VDG UHIXDARY/

The alternative, which is to continue with the BAU situation before the decision of implementing this
CDM project activity is consistence with the applicable laws and regulations.

Non applicable.

Both the project activity and the alternative scenario are in compliance with all regulations.
6WE DUUIHJDCDOMY

6XE WS D ,GHOA\ EDULHY WDAZ RXGS SURYHIAMKH LP SGP HUBARQ R WSH R WH SURSRHG
SURWANDRRYIW
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DQG  According to COELHO (1999)’, “large scale cogeneration program in sugar-alcohol sector has
not yet occurred, due to several barriers, mainly economic, political and institutional”, such as:

, 7 HKQRBIIDo/DUIHY

Technological barriers represent a very important issue for increasing bagasse cogeneration in Brazil, as
+ despite the fact that Rankine-cycle is a well known technology + the cogeneration units operate with
low-efficiency and are not competitive comparing to other generation options. In this way there is a
tricky issue about technology and economic value for such technology. Although this technology is well
developed, the economic value for its application is not present for projects on the scale similar to the
sugar millsin Brazil. COELHO (1999) justifies that by highlighting that the unit costs ($/installed MW)
are significantly influenced by the scale-effect. As the bagasse cogeneration unit should have a small
scale due to the high cost for transportation of the fuel (bagasse), investments are high. Therefore, as a
lower cost of capital iswanted, the result is asimplified installation and lower efficiency.

COELHO (1999) also states that the great majority of the sugar mills still rely on inefficient technology,
such as on 22 bar pressure boilers, even in the state of S o Paulo, the most industrialized in Brazil.
Moreover, when there is a necessity to change equipments it is usua not to consider purchasing high-
efficiency boilers due to conservativeness, lack of knowledge or even lack of interest to generate surplus
steam for electricity sales purposes.

Finally, SWISHER (1997)® considers it difficult to convince the local distributor that the energy to be
acquired, generally generated during the harvest season, is sufficiently reliable to be accounted in the
distributor' s planning.

v QUARMRCDCDOG 3 RDAFDC/CULH Y

From the electric sector point of view, according to COELHO (1999), acquiring electricity other than
hydroelectric would not be a priority, arguing that since bagasse based electricity is generated only
during the harvest season, no firm energy could be offered. However, the biggest advantage of bagasse
based electricity isthat it is produced during the period where hydroel ectric plants face difficulties due to
the low level of rainfal. As aresult, COELHO (1999) suggests that there is a significant prejudice and
conservativeness of the distributors when deciding whether to purchase bagasse based energy or not.

From the sugar mill point of view, save rare exceptions, COELHO (1999) says that the great majority of
sugar mills do not consider investments in cogeneration (for electricity sale) as a priority. The sector
“even in the new political context, does not seem to have motivation to invest in a process that it sees
with mistrust and no guarantees that the product will have a safe market in the future. Moreover, it is a
fact that “the sugar mills are essentially managed by families, which hurdles the association with external
financial agents’ that would allow the sector to be more competitive and diversifying its investment.

" COELHO, Suani T. 0 HDQW RV SO P SBP HRmbnR G ARIHDonR GH HAWAGDAH D SDUNJ GH HRP DD um
modelo para o Estado de S o Paulo. S o Paulo: Programa interunidades de pés-gradua o em energia, 1999.

8 SWISHER, J. 8 IQJ DUHD \SHALLF FRUWDQDOMY R [GHQIA (BZ LQRUHP HQIBOFRWHHZ DEBIHHI\ ROWRQY a case
study of co-generation using bagasse in the State of S o Paulo. Washington DC: Prepared for Globa Environment
Facility (GEF) Secretariat, 1997.
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From the point of view of the economic agents, the excessive level of guarantees required to finance the
projects is a common barrier to achieving a financial feasibility stage, deeply discussed in SWISHER
(1997).

Other barriers have more to do with the lack of adequate commercia contractual agreements from the
energy buyers (i.e. bankable long-term contracts and payment guarantee mechanisms for non-
creditworthy local public-sector and private customers) making it much more difficult to obtain long-
term financing from a commercia bank and/or a development bank. Some other financing barriers occur
simply due to prohibitively high transaction costs, which include the bureaucracy to secure the
environmental license.

Since 1997, according to SWISHER (1997), the announcement of a Cogeneration Decree has been
awaited, and that was supposed to have a positive influence on corporate decision-making with respect to
biomass project implementation. The origina Cogeneration Decree proposal, which was never approved,
called for mandatory purchase by the regional utilities - *FRAHMRQ UDV  from cogenerating and self-
generating facilities’. Instead of renewable energy, the government expansion plan for electric energy,
approved in February 2000 is based on fossil fuel + Natural Gas. This expansion plan called
Thermoelectricity Priority Plan (PPT) became a redity right before the energy crisis. The
Thermoelectricity Priority Plan beneficiaries, which were mainly natural gas thermal plants, through the
Ministry of Mines and Energy (MME) Decree 3.371 from February 2000, counted on guaranteed, long
term and attractive price conditions on Natural Gas supply and Energy sales, together with financing
from the national development bank BNDES. And though the PPT plan is not likely to be fully
implemented, the public-sector policies for renewable energy are not considered reliable enough by the
executives of the private sector to support cogeneration expansion in the sugar mills. This assumption is
clearly shown in the following list of rules and/or regulations in the energy sector that have been set in
thelast 10 years:

0 DK . Law 8.631 sets atariff regulation for electric energy;

) HEUXDU : Law 8.987 establish public concession for energy;
- X0 : Law 9.074 regulates concession for electric energy sector;

" HAHP EHY . Law 9.427 creates National Energy Agency (ANEEL);
SXIXWV  : Law 9.478 sets the National Council for Energy Planning (CNPE);
2 AfREHY : Decree 2.335 regulates the ANEEL task;

" HHP EHY : Implements ANEEL;

0D : Law 9.648 establishes the Spot Market for Electric Energy (MAE) and the Operator
Nationa System (ONS);

- X0 : Decree 2.655 regulates MAE and ONS tasks;

) HELKDU : Decree 3.371 regulates the Thermoel ectricity Priority Plan (PPT);

° Presidential Decree on the co-generation of electric energy, draft of 5 August 1997.
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$SUO : Law 10.438 sets the Program for Incentive Alternative Energy (PROINFA), stating
that contracts shall be signed within 24 months from its date and that there will be different
economic values for the acquisition of 3.300MW of electricity capacity from renewable sources
by the state owned Eletrobras, for plants starting operations before December 30, 2006;

$XIXW  : MP64isapresidentia act to change the constitution in order to permit the energy
sector regulation including the PROINFA;

" HAHP EHY : Resolution 4.541 from ANEEL regulates the implementation of PROINFA,
stating that economic values would be defined within 90 days,

0 DK . Decree 4.644 postponed for 180 days, from its date, the economic value and
operational guidelines announcement;

- XCH . Decree 4.758 indefinitely postponed the date for the economic value and operational
guidelines announcement and revoked the above mentioned Decree 4.644.

1RYHP EHJ . Law 10.762 of 11 November/03 revised Law 10.438 of 26 April 2002
institutes PROINFA.

0 DK Decree 5.025 regulates the Law 10.438 as of 26 April 2002.

For this CDM project analysis purposes, at the time the project started there were no institutional
incentives like PROINFA to be considered. Therefore, the company's decision to sign a long-term PPA
with the local distributor undoubtedly represented a significant risk that the mill was willing to take,
partially thanks to the expected CDM revenue.

v (FRQRP IF DQG, QvHWR HOW/OUUHY

aThere are severa reasons for the Brazilian utilitiesCreluctance to offer higher prices for co-generated
power. One important reason stems from their assumption that their costs are geographically uniform +
i.e, that there is essentially a single value for their avoided cost in the industrial sector. If this cost value
does not indicate that sufficient savings are available from buying co-generated power, and then there is
little economic motivation, under either a public monopoly or a privatized competitive structure, for a
utility to pay enough for co-generation to satisfy potential investors financial criteria® *° as stated by
SWISHER (1997). In fact, the economic cost is the reason that Brazilian utilities do not buy cogeneration
electricity energy, at least, while the energy sector regulation does not guarantee them the right to pass
such cost through to the end user tariff. The cost of cogeneration electricity ranges from US$ 35 to US$
105 per MWh, according to the Expansion Plan 2001-2010 from Brazil Government, which is described
as higher than the marginal cost for electricity expansion in the system + US$ 33/MWh'.

10 . RHOBZ IMKHUSHIRQDORRP P XQFDWRQ Z L\K 5 ROY5 R FH3 RZ HJ9 HQMUHV SLRVIPWP DQDJH Mark Croke, August 26,
1997. Swisher J. 1997 pg. 76.

" aps can be seen, the unit costs of the alternative sources of energy are still high compared to the marginal cost of
expanding the system, nowadays calculed as US$33/MWHh°. Trandation by Econergy Brasil. IN: BRAZIL, Ministry
of Mines and Energy, 2001, pg. 80.
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COELHO (1999) also highlights as one of the major problems of selling surplus energy to the grid the
economic value paid to the sugar mills which not enough to remunerate the capital invested in the
expansion of a cogeneration project. Furthermore, 2the fee for accessing the grid does not contribute to
making feasible the sale of the surplus energy to the distributors®.

Summarizing, SWISHER (1997) considers that the main difficulties are found in: (a) WP DOM]H/ R
SLRWRW DG LOWRMWRY FRYNV, despite the high cost for installation, the fixed cost component is high
and cannot be absorbed by the global economic project. (b) DYDIMEION R &RQYJ WP | LCDQAQ)

traditionally, infrastructure projects have had wide access to long-term financing, situation that has
changed after the electric sector privatization. (¢) @AN R JXDLDQMY besides technical guarantees,
investors require commercial guarantees establishing a paradox: the objective of privatization is to foster
amarket based economy but banks still require governmental guarantees to ensure long-term investments
in the private sector, (d) @AN R GO XQAQ: lack of familiarity with project finance tools and due to
the high interest ratesin Brazil.

9 &XAaMUDo/uUIH)

Due to the nature of the business in the sugar industry the marketing approach is narrowly focused on
commodity type of transaction. Therefore, the electricity transaction based on long-term contract (Power
Purchase Agreement) represents a significant breakthrough in their business model. In this case, the
electricity transaction has to represent a safe investment opportunity from both economical and social-
environmental perspective for convincing the sugar millsto invest in.

There are aso questions regarding the managerial capacity of the companies that comprise the Brazilian
sugarcane industry. According to WALTER (1994)", they have in many cases demonstrated the will to
undertake investments in new technologies, but without sufficient financial and entrepreneurial capacity
to compl ete such projects.

6XE W5 E 6KRZ WDMKH LGHOMNIHE EDUIHY Z RX@ CRASLHYHQAMH LP SGP HQMWRQ R DAGDWN
RHR WHDWMLDAYH/ H A-BVWIKHSURSRHSE SLRWRACRAW

The dternative to this project activity was to keep the current situation and focus strictly in its core
business which is the production of sugar and alcohol. Therefore, as the barriers mentioned above are

directly related to entering into a new business (electricity sale), there is no impediment for sugar millsto
maintain (or even invest in) its core business.

BWB  &RP P RQSUDPWAHDQDOMY
6XE WS D $ QO] HRMHJDPAYWH P LOUVRWHSURSRHS SURWRADRRYIW

The sugar sector, historically, always exploited its biomass (bagasse) in an inefficient manner by making
use of low-pressure boilers. Although they consume almost al of their bagasse for self-energy generation

2 WALTER, A.C.S. 9IDHIEH H SHASHRAIYDY G FR JHDonR H JHDonR \WP HPWIFD QR HRU\KALR DBRRBILR
1994. Thesis (Doctorate). UNICAMP, Campinas.
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purposes, it is done in such a manner that no surplus electric energy is available for sale, and no sugar
company has ventured in the electricity market until the recent years.

Similar project activities have been implemented by leading companies in thisindustry, mainly after Vae
do Rosario started to implement its project that clearly served as a sector benchmark. However, these are
few examples in a universe of about 320 sugar mills. Currently, other similar project activities under
implementation are, for example, Cia Energética Santa Elisa, Moema, Equipav, Nova América. All
together similar projects in the sugar industry in Brazil are restricted to approximately 10% of the sugar
industry, since the other 90% are still burning their bagasse for on-site use only in the old-fashioned
inefficient way. That clearly shows that just a small part of this sector iswilling to invest in cogeneration
projects. Moreover, majority of similar projects currently being implemented are carried out as CDM
project activities. So far, Econergy Brasil has reported at |east 26 CDM bagasse cogeneration projects in
Brazil.

6XEVWS E ' DMXWDQ VP IOURSWRQVWDADLHRARXULQ]

This project activity type is not considered as awidely spread activity in Brazil as only a small portion of
the existing sugar mills in the country actually produce electricity for sale purposes. Also, most of the
existing similar activities are being developed as CDM project activities.

6W5 ,PSCAR &' 0 WHIMADARY

The impact of registration of this CDM project activity will contribute to overcoming al the barriers
described in this Tool: technological, institutional and political, economic and investment and cultural
barriers by bringing more solidity to the investment itself and, therefore, fostering and supporting the
project owners' breakthrough decision to expand their business model. In this way, the project activity is
already engaged in aded to sell its expected CERSs.

Notwithstanding, the benefits and incentives mentioned in the text of the Tool for demonstration and
assessment of additionality, published by the CDM-EB, will be experienced by the project activities such
as. the project will achieve the aim of anthropogenic GHG reductions; financia benefit of the revenue
obtained by selling CERs will bring more robustness to the project' s financial situation; and its likely to
attract new players and new technology (there are companies currently developing new type of boilers +
extra-efficient + and the purchase of such equipment is to be fostered by the CER sales revenue) and
reducing the investor' s risk.

The definition of the project boundary related to the baseline methodology is applied to the project
activity in the following way:

YOHDXHHHI\ JUG for AMBCP, the South-Southeast and Midwest subsystem of the Brazilian grid is

considered as a boundary, since it is the system to which Alta Mogiana is connected and therefore
receives all the bagasse-based produced electricity.
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YDIDWH FRIHHDIRQ SQW the bagasse cogeneration plant considered as boundary comprises the
whole site where the cogeneration facility is located.

% ' HEGYR EDHICHLQRP DARY LQFOGQ) WHCEDMR FRP SBWRQ R WH EDHIGH WG
DQGWHP HR SHIRD V HOAV LHV GHMP LQQ) WHEDHICH

1. Dateof completing the final draft of this baseline section

20/01/2005.

2. Name of person/entity determining the baseline

ECONERGY BRASIL (Contact Information in Annex 1), which is participant in this project, is
responsible for the technical services related to GHG emission reductions, and is therefore, in behalf
of AltaMogiana, the devel oper of this document, and all its contents.

& ' XUDARQR WHSLRWANDPAYIW

06/05/2002.

| & ([ SHAWGRSH.DARCDON HAP HR. WHSURWRNDRANW

25y-0m. "

‘ & &KRAHR WHRHIWY) SHIRG DOG UHDWMG LI RP DARQ

| &  5HHZ CEGIFHAWQ) SHIRG

‘ & 6WWUAMY CDMR WHI LUMNAHAWD] SHIRG

06/05/2002.

| & [ HIW R WHILUWMARHAIWQ) SHIRG

7y-Om

3 Specialists from the Brazilian National Agency of Electric Power (ANEEL - $JrGAD 1 DARQ@DOGH ( GHIID
( WD) suggest using 25 years of lifetime for steam turbines, combustion turbines, combined cycle turbines and
nuclear power plants, according to Bosi, 2000, p. 29.
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&  )UHSAHIWQ) SHIRG |

& 6\RUAQ) DM |

NA

& /| HIW |

NA

The monitoring methodology was designed to be applied to the Vae do Rosario CDM Project. Due to
the great similarity of the project, the same methodology was chosen in order to monitor the emissions
reduction due to AMBCP.

The methodology considers monitoring emissions reductions generated from cogeneration projects with
sugarcane bagasse. The energy produced by the project could be electricity exported to a grid-connected
system and/or energy used to substitute fossil fuel off-grid connected. And that is exactly the case with
AMBCP: the project exploits a by-product from the sugarcane milling process (bagasse) to produce and
commercialize renewable electricity connected to aregional Brazilian grid. The methodology is therefore
fully applicableto AMBCP, and justification for choosing it.

Therefore, besides being a methodology to be used in conjunction with the approved baseline

methodology AMO0015 (“Bagasse-based cogeneration connected to an electricity grid”), the
same applicability conditions are described and justified in item B1.1 of this document.
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2S5WR) 0 RRMAUQ) R WHHP DAMRQVIQ WHSURMAAAHDU R DOG WHEDHICHVAHDUR

There is ho project emission to be considered in this project activity.

1

ID number | Data Source of | Data Measured (m), | Recording | Proportion | How will the | Comment
3GDWH X\H| variable | data unit caculated (c) | frequency | of data to | data be
QPEHY W or estimated (e) be archived?
HH RRW monitored | (electronic/
WHHHHQ paper)
W
' " HAUSWROR 1RP XCHXVHE VR RMAP DM SLRMPAHP DRV | RUHDRK JDV VRXUAH TRIP XCHDARUWP  HP IWIRQVXQWR &2
H'X
NA

1

5 HBYDQAGD® QHHWOU |RJGHMP L[QQ) WH EDVHICHR DQMURSRIHIF HP IMRQVEL \RXUAHVR * +* V/Z LWILQ WH SLRWFW

ERXQEDU DQGKRZ \XFK GO\ Z LOEH FRAMS DQG DURKLYHS

ID number | Datavariable Source of data Data Meas | Recording | Proportion | How will the data | Comment
3GDH X\H unit ured | frequency | of data to | be archived?
QPELY W (m), be (electronic/ paper)
HOH RRW calcu monitored
WHHHHQ lated
R \BE® (o),
' estim
ated
(€),
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1. EGy Electricity Readings of the|MWh |0 Monthly Electronic and Double check by receipt of sales.
supplied to the | energy metering paper
grid by the | connected to the
Project. grid and Receipt of
Sales.
2.ER CO, emission Calculated tCOe | & At the Electronic and These values are to be recalculated at
factor of the MWh validation paper the time of each baseline renovation
Grid. and
baseline
renewal
3. EF,,, CO, Operating | This value uses data | tCO&/ | & At the Electronic and These values are to be recalculated at
Margin obtained in the | MWh validation paper thetime of each baseline renovation
emission factor | International Energy and
of the grid. Agency (IEA), Report baseline
from October 2002 renewal
called: 35RDG7HMQ)
YOHIXH/ IRJ
*

UHKRAH * DV
0 LJDIRY 3URWRV 1Q
WH (ORNF 3RZHJ

6HARU
4. EF,,, 6{0)] Build | This value is obtained | tCO,e/ | & At the Electronic and These values are to be recalculated at

Margin in the International | MWh validation paper the time of each baseline renovation
emission factor | Energy Agency (IEA) and
of the Grid. Report  (Report) from baseline

October 2002 called: renewal

3 5ROG7HAY

YDHIH/ IRU

* UHKRAH * DV
0 LJDIRY 3URWRV 1Q
WH (GRNF 3RZHJ
6HAR
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10. Ay Fraction of time | These values were | index & At the Electronic and These values are to be recalculated at
during calculated using data validation paper thetime of each baseline renovation
which low-cost/ | from the ONS and
must-run (Operador Naciona do baseline
sources are on | Sistema, 1 DIRPO renewal
the margin. 6\ WP 2 SHDR)

' " RAUSWRQ R |RP XOHXVHE VR BAP DM EDVHIXH HP IWRQY TRUHDK JDV \RXUAH TRIP XQHDORIWP  HP DMRQV XQWR

&2 HIX

o . _ =@/

o

a). . &2

a*a

0 =

BEeIectricity,y: EFeIectricity . EGy

0 +0
2

o

o

a). &2 a) .  &20
i *(1 a*a
(tCO,e/GWh)

(tCO,e/GWh)

(tCO,e/GWh)

F. i@ my|S the amount of fuel i (in a mass or volume unit) consumed by relevant

power sources j in year(s) y

j,m Refers to the power sources delivering electricity to the grid, not including
low-operating cost and must-run power plants, and including imports4 from the
grid

COEF,, ., |'s the CO2 emission coefficient of fuel i (tCO2/mass or volume unit
of the fuel), taking intoaccount the carbon content of the fuels used by relevant
power sources j (or m) and the percent oxidation of the fuel in year(s) y, a

GEN Isthe electricity (MWh) delivered to the grid by sourcej (or m)

j(or m)y

Are the baseline emissions due to displacement of electricity during the year y in tons of CO,

Is the net quantity of electricity generated in the bagasse-based cogeneration plant due to the project
activity during the year y in MWh, and

Isthe CO, baseline emission factor for the electricity.
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Comment

Data Measured (m), | Recording | Proportion | How will the data

ID number Data Source of
calculated (c), | frequency | of datato be archived?

3GDHX\H | variable data unit
QP B estimated (e), be (electronic/
HDHRRW monitored paper)
WHHHHAQ

\R\DEG®H

" HAUSWRQ R IRP X@H XVHE VR FDBXOWM SLRMAAVHP DRV TRUHDK JDV VRXUAH |RP XGHDORUMWP  HP DMRQV XQAWR

&2 HIX

NA
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SLRHANCARW
ID number | Data Source  of Data Measured (m), | Recording | Proportion | How will the data | Comment
3GDHXH | variable | data unit calculated (c) | frequency | of data to | be archived?
QPEHYV W or estimated (€) be (electronic/
HDH RRW monitored | paper)
WHHHHQ
W \BED
' " HAUSWROR IRP XCHXVHE VR AP DMGONDIH | RUHORK JDV \RXUAH IRLP XOHDORUWEP  HP DMRQVXQWR &2 HIX
NA

' " HAUSWRY R IRLP X@H XVHG R FUAP DM HP WRQ UHGXPARYY | RU \WH SLRWAAWDPAYW |RU HDRK JDV \RXUAH |RLP X@H DORUWP
HP DMRQVXQWR &2 HTX

ER, = BEierma, y + BEaecrricity, y = PEy - Ly ER,: are the emissions reductions of the project activity during the year y in
tons of CO,
A
BEaecicityy: Are the baseline emissions due to displacement of electricity during
3( theyear y in tons of CO,
/ BEwemay: Are the baseline emissions due to displacement of thermal energy

during the year y in tons of CO,
A 0) (*

PE,: Arethe project emissions during the year y in tons of CO,.

L,: Aretheleskage emissions during the year y in tons of CO..
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' 4 XDDW FROAMRO 4 & DQGTXDDW DIXDQRH 4 $  SURFHEXURVDUHEHQ) XQGHUANHD I RUGDBP RUVRUHG

Data Uncertainty level of data | Explain QA/QC procedures planned for these data, or why such procedures are not necessary.
,QAFDM \BE® DG | (High/Medium/Low)
' QPEHUHJ
IRz These data will be directly used for calculation of emission reductions. Sales record and other
records are used to ensure the consistency.
IRZ Data does not need to be monitored
I RZ Data does not need to be monitored
I RZ Data does not need to be monitored
IRz Data does not need to be monitored

' 3 ®DVHGHFUEHWHRSH.DARGDCDQG P DQDIHP HQWXMXRMUHWDWKH SURMRNRSH.DRUZ LQ@IP SBP HOANQ RIGHWR P RQRUHP LWIRQ UHGXPARQYY

The structure for monitoring this project activity will basically consist of registering the amount of energy sold to the grid (EG,). There are two operations
that the project operators must perform in order to ensure data consistency, despite the fact that this will actually consist of the monitoring of one single
variable.

1. The monthly readings of the calibrated meter equipment must be recorded in an electronic spreadsheet
2. Salesreceipt must be archived for double checking the data. In case of inconsistency, these are the data to be used.

Moreover, according to the law, the metering equipment shall be periodically calibrated to comply with the regulations for independent power producers
connected to the regional grid.

' 1 0P HR SHARQ HMV GAMLP 1QQJ WHP RQVRIQ) P FIMRERBI\

ECONERGY BRASIL (Contact information in Annex 1), which isa participant in this project, is responsible for the technical servicesrelated to GHG
emission reductions, and is therefore, on behalf of Alta Mogiana, the developer of this document, and all its contents.
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16(&7,21 ( (VAPDARQR * +* HP DWRQVE) \RXLAH

| ( (VAP DMR * +* HP DMMRQVE\ \RXUAHY

This project activity does not burn any additional quantity of fossil fuel due to the project
implementation. Therefore, the variable PE, presented in the methodology, does not need to be
monitored.

Thus, PE, =0

K ( AP DG GDNDIH

This project activity did not sell bagasse prior toitsimplementation.

Thus, /

| ( 7KHWP R ( DQG(  UBUHHIAQ) WHSLRWANDPRMW HP MRV

I 3(

| ( ( AP DIMS DOMURSRIHILF HP IWMRQVE\ \RXURHVR JUHHKRAHIDWHR WHEDHICH

The baseline methodology considers the determination of the emissions factor for the grid to which the
project activity is connected as the core data to be determined in the baseline scenario. In Brazil, there
are two main grids (South-Southeast-Midwest and North-Northeast), therefore the South-Southeast and
Midwest Grid is the relevant one for this project.

The method that will be chosen to calculate the Operating Margin (OM) for the electricity baseline
emission factor is the option (b) 6LP SBI$AAMM5 20 since the preferable choice (c) ' VDK ' DI
$Q@OMY20 would face the barrier of data availability in Brazil.

The International Energy Agency (IEA), in a report (Report) from October 2002*, published the results
from a study carried out in Brazil by Prof. Roberto Schaeffer and Andr Felipe Simdes, of the Energy
Planning Program, COPPE, at the Federal University of Rio de Janeiro. The experts compiled data on
1.479 plants, in operation (1.174) or under construction (305) as of July 3, 2002. The results presented
the emissions factor for the entire Brazilian grid (both subsystems North-Northeast and South-Southeast),
based on the research on the plants mentioned above. The summary of the results obtained for the South-
Southeast and Mid-West grid (relevant for the project activity) are shown in Table 2.

The study being the most recent data available, the data available from the IEA study is used herein.

1 Bos & Laurence, 2002.
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6LP SEGI$ QUM 2 SHDAQ) 0 DUILQ( P MWRQ) DARUSE DEXDARY

According to the methodology, the project is to determine the Simple Adjusted OM Emission Factor
(EFom, smple adjusted, y)- Therefore, the following equation is to be solved:

o] o]

a), &2 a), &2
0o . ,=(1-/)’é*(1 | +/ ’é_*(l (tCO.e/GWh)

The Report supplies then the emission factor for the non-low-cost/must-run power plants, and it is
assumed in this document that all the low-cost/must-run plants produce zero net emissions, therefore:

a) &0 a) &20
- =719 (tCO,&/GWh) and —— =0 (tCO,e/GWh)
a*a a*e

As this is the most recent data available, the average emission factor for the non-low-cost/must-run
power plantsis considered as equal to 719 tCO,.e/GWh.

) RIBZ Q) \WWHP HKRERBRI\  B0G GAUDARQ FXYHY P XWAEH G QLQREHMR IHA,. With the most recent
data gathered from ONS (Operador Nacional do Sistema + 1 DR SHDRUR WH6\ WP , curves from
2001 to 2003 were drawn and are shown in the BASELINE DATA section.

7 KHYDOHI RUMP BEAVDHA 001 = 0,457; Aooz DG hooez = 0,582. Therefore:
: + + } + +
EF,, P gl_ (0,457 0,250 0,582) Er?lg N (0,457 0,250 0,582) 0=3382

XG0 DUILQ( P IWRYQ) DARUE& DBXDAR)

The Projects Participants opt for 2 SNRQ  presented in the AM0015, to calculate the EFgy inan H DQM
basis, and this value will be taken from the Report. Thus, the emission factor can be calculated, as the
combined margin (CM), considering the build marginin Table 2.

_0  +0 _ 338,2+569
2

2 = 453 tCOe/GWh

0

The baseline emission would be then proportiona to the electricity delivered to the grid throughout the
project's lifetime. Baseline emissions due to displacement of electricity are calculated by
multiplying the electricity baseline emissions factor (EFeetictyy) With the electricity generation
of the project activity.

BEdectricity,y: EFeleCtriCity . EGy
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Therefore, for the first crediting period, the Emissions Reduction (or the baseline emissions)
will be calculated as follows:

% B2 0: K (* (intCO.6)
( "UIHHH EHEHD ( DQG ( UBLHFOMY WH HP DMRQ UHGXPARYY R WH SLRWRW

The emissions reduction of this project activity is

o +/ 3( =0453tCO/MWh.EG,+0— % B2 0: K (*

| ( 7 DEGISLRYLALQ) YDOH/REVILGHS Z KHQ DSSOLQ) | RIP X@HDERYH

$ 0D 0 RILDQD Y] DWH & R HOHIDARQ 3 LRNAFW

37,5 37,5 37,5 37,5 37,5 37,5 37,5

28.948 41.708 40.907 48.960 48.960 48.960 48.960

0,453 0,453 0,453 0,453 0,453 0,453 0,453

13.113 18.894 18.531 57.283 57.283 57.283 57.283

( GFWIFIW SLIRGXFHG XQWO ' DWIRU DQG RQ DUIH HWWP DV

16(&7,21) ( QALRQPP HQRAP SIFV |

) " RRXP HOMAWRQ RQ WH DDOMY R WH HOYILRCGP HORIOLP SCRW  LOFXXAQ] WDQVERXQEDU
LP SDRW

The possible environmental impacts are to be analyzed by the State Secretary of Environment (Secretaria
de Estado do Meilo Ambiente) through the CETESB (Companhia de Tecnologia de Saneamento
Ambienta) department.

DAIA is the department within the secretary of environment responsible for analyzing environmental
impacts arising from a project. After receiving and analyzing the documentation on the project, DAIA
forwarded it to CETESB, who a so analyzed the project, for issuing the working license | ater.

There will be no transboundary impacts resulting from AMBCP. All the relevant impacts occur within

Brazilian borders and have been mitigated to comply with the environmental requirements for project's
implementation.
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) , | HOYLLRQP HOROLIP SDAV DLUH FRMGHHG MJIQULFDOQAEL WH SURMRASCUAA SDON RUWH KRWY

The impacts from AMBCP are not considered significant. They arise from activities (cane crushing and
bagasse burning) that were already in place before the project.

The secretary of environment and CETESB already analysed the most relevant impacts from the project
activity through the RAP (Preliminar Environmental Report), and the issuance of the working license
attests Alta Mogiana s compliance with the environmental legislation and environmental responsibility.

|6(&7,21*  BUNKREHMFRP P HONV |

E %UH CHAUSWRQKRZ FRP P HOVE\ GFDOWEN-KRTEH W KDYHEHHD LOYIWG DQG FRP SLOG |

Invitations for comments by local stakeholders are required by the Brazilian Designated National
Authority as part of the procedures for anaysing CDM projects and issuing letters of approval. This
procedure has been followed by Alta Mogiana to take its GHG mitigation initiative to the public.

Alta Mogiana took to the public the initiative of expanding its cogeneration facilities in order to supply
electricity to the grid. The company published an announcement in a regional newspaper, called ) RBD@
$AW 0 RIIDD In the announcement, Alta Mogiana declared it had required the installation license for
AMBCP and advised the public that the process was open to receive comments within a month from the
25" of May 2002, when the message was published. No comments were received. One can assume then
that local stakeholders do not disagree with the implementation of the project, once it follows regulatory
measures to protect the environment and mitigate any impacts from the activity.

Also, as a requirement of the Brazilian Interministral Commission on Globa Climate Change, the

Brazilian DNA, Alta Mogiana invited several organizations and institutions to comment the CDM project
being developed. L etters™ were sent to the following recipients:

- Prefeitura do Municipio de S o Joaquim da Barra £ SP / 0 XQHSDO$ G IQVIDARQ R 6niR
-ROTAP A@9UD 63

- Cémarados Vereadores de S 0 Joaguim da Barra = SP / 0 XQHSDO' HIMDWRQ&KEP EHJR 6nRR
-ROTXP DYDUD63

- Minist rio Pablico / 3XETFO0 LQWM
- Secretariado Meio Ambiente / ( QMUREP HYBHAHIY

- LionsClubede S oJoaguimdaBarra+ SP// IRV&OER 6nR- ROTXP @D%UD 63

%> The copies of these invitations are available from the Project participants.
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- Forum Brasileiro de ONGs e Movimentos Sociais para o Desenvolvimento do Meio Ambiente /

WO LADQ1* 2 ) yWKP DQG6RADA RYHP HOVIRUWH' HYHBRSP HONDQG (| QMURQP HQV

These letters have aready been sent, and no replies were received from any of the stakeholders
considered.

| * 6XP P DU R WHFRP P HQVUHHYHG

Alta Mogiana received no stakeholder comments.

E 5 HBRIANRQKRZ GXHDFFRXQWZ DVWENHDQR DQ. FRP P HQNVUHHYHS

Since no comments were received, Alta Mogiana proceeded with the project asinitialy planned.
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Organi zation: Econergy Brasil Ltda.
Street/P.O.Box: RuaParg, 76 ¢j 41

Building: Higiendpolis Office Center
City: S o Paulo

State/Region: SP

Postfix/ZIP: 01243-020

Country: Brazil

Telephone: + 55 (11) 3219-0068

FAX: +55 (11) 3219-0693

E-Mail: -

URL: http://www.econergy.com.br
Represented by:

Title: Mr.

Salutation:

Last Name: Diniz Junqueira

Middle Name: Schunn

First Name: Marcelo

Department: -

Mobile: +55 (11) 8263-3017

Direct FAX: Same above

Direct tel: + 55 (11) 3219-0068 ext 25 and/or maobile
Personal E-Mail: junqueira@econergy.com.br
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3LRHWANS PAMW + R RP SDQ
Organi zation: Usina AltaMogiana S/A + A Ucar e Alcool
Street/P.O.Box:
Building: Fazenda Santana
City: S o Joaquim daBarra
State/Region: SP
Postfix/ZIP: 14600-000
Country: Brazil
Telephone: +55 (16) 3810 1000
FAX: +55 (16) 3810 1044
E-Mail:
URL:
Represented by: Represented by:
Title: Mr.
Salutation:
Last Name: Figueiredo
Middle Name: Junqueira
First Name: Luiz Eduardo
Department: Administration
Mobile:
Direct FAX: +55 (16) 3810 1044
Direct tel: +55 (16) 3810 1000
Personal E-Mail: diretoradm@al tamogiana.com.br
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Organi zation: Prototype Carbon Fund
Street/P.O.Box: 1818 H St., NW
Building: IBRD Main Complex
City: Washington
State/Region: Digtrict of Colombia
Postfix/ZIP: 20433
Country: United States
Telephone: +1-202-473 6010
FAX: +1-202-522 7432
E-Mail: Knewcombe@worldbank.org
URL: www.carbonfinance.org
Represented by:
Title: Senior Manager
Salutation: Mr.
Last Name: Newcombe
Middle Name: J.
First Name: Kenneth
Department: Carbon Finance Business
Mobile: -
Direct FAX: +1-202-522 7432
Direct tel: +1-202-473 6010
Personal E-Mail: knewcombe@worldbank.org
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$QH
,1)250$7,215(*$5' ,1* 38% ,&)81" ,1*

Thereisno Annex | public funding involved in AMBCP project activity.

$QH
v$6(/,1(,1)250$7,21

The International Energy Agency (IEA) Report from October 2002', published the results from a study
carried out in Brazil by Prof. Roberto Schaeffer and Andr Felipe Simdes, of the Energy Planning
Program, COPPE, at the Federal University of Rio de Janeiro. The experts compiled data on 1.479 plants,
in operation (1.174) or under construction (305) as of July 3, 2002. The results presented the emissions
factor for the entire Brazilian grid (both subsystems North-Northeast and South-Southeast), based on the
research on the plants mentioned above. The summary of the results obtained for the South-Southeast
and Mid-West grid (relevant for this project activity) are shown in Table 2 below:

70EGT (P MRQIDARYYIRJWHYO LADQ6RX\W 6 RXAWHDWY  JUG

Basdline Level Number of Tota Capacity Total  Electricity
(tCO./GWh Plants/Units (MW) Output (GWh)
weighted average)

Totd weighted
average*
Operating margin
(2 calculations):

(i) OM = (system
average minus low
cost/must run
resources)

(i) OM = (system
average minus a 550 527 39.462 223.541
share of hydro)

Build margin 569 116 28.521 169.750
Combined margin

(OM-i) 644
Combined margin
(OM-ii)

275 582 85.031 447.081

719 121 28.421 167.808

560

Note: calculation includes plants under construction

*Total generation mix of the South-Southeastern grid: 61,5% hydro; 27,4% gas, 5,9% coal; 2,9%
nuclear; 1,7% oil; 0,6% biomass; 0,1% wind.

** Actually, it considers South-Southeast and Mid-West Subsystem.

6RAUAH YRL  / DAHFH

% Bos & Laurence, 2002.
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Below the Load Duration Curves obtained with data from ONS (www.ons.org.br) used to calculate the
lambda factor.
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$QH
021,725,1* 3/ %1

According to the section D of this document, the only variable that will be monitored in this project
activity is the quantity of energy exported to the grid, from year 2002 up to the end of the last crediting
period. Since no leakage nor any off-grid emissions change were identified in this project activity, there
will be no need to monitor the variables for these cases. The monitoring will occur as follows:

$UKIMQI (for two

Energy Invoice years after the end of the
emitted by Alta crediting period or the
Mogiana to CPFL. last issuance of CERs for

this  project  activity,

whatever occurs later)

5 HIMMIQ] of the

amount of energy in
the spreadsheet
"AMBCP.xIs"

A 4

)LIXUH 0 RMRUQI SUIRFHEXUVIRUS 0 %83

The quantity of energy exported to the grid will be monitored through the energy invoice emitted by Alta
Mogiana to CPFL, the energy distributor. The archiving will occur up to two years after the end of the
crediting period or the last issuance of CERSs for this project activity, whatever occurs later. The amount
of energy will be registered in the spreadsheet "AMBCP.xIS", which shall be the instrument for the
further Verification.
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