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Responseto request for review
Incomex Hydroelectric Project (0968)

Dear Members of the CDM Executive Board,

We refer to the requests for review raised by tiideard members concerning DNV’s request for
issuance for project activity 0968 “Incomex Hydetic Project” and would like to provide the
below initial response to these requests for review

The monitoring report is not in accordance with tinenitoring plan. The project participant is
required to provide data on the gross electricigngrated by the project and electricity consumed
by the project in accordance with the monitoringrmpl

DNV Response:

We acknowledge that the monitoring plan in theseged PDD suggests monitoring the “Gross
Electricity generated by the project” and the “Eleity consumed by the project (new plant)”.
However, the relevant parameter for determining éh@ssion reductions is the net electricity
supplied by the project to the grid. In the casehef project, the net electricity is measured with
calibrated meters for each hydropower plant inalustethe project. The meters are installed by
the electricity concessionaire CERON in a configjorato directly measure the net electricity that
is injected in the grid by Monte Belo, Rio BranawlaCabixi power plants. DNV has also verified
(by physical inspection in the related power plaamsg meters) that the meters installed are two
way meters that measure both the electricity sedpid the grid and the electricity consumed by
the hydropower plants when the hydropower planésret generating electricity (normally, all
electricity consumed by the plants is locally geted and supplied by power transformers that are
positioned before the CERON'’s electricity meteAs.a result of that, there is no need to monitor
gross electricity generated and electricity congdifmg the project (in order to calculate the net
exported electricity as the difference of thesepeaters).

Given that this parameter is also the basis fos#ies of electricity, the direct measurement ef th
net electricity is considered more accurate tham c¢hlculation of the net electricity as the
difference between the gross electricity and tleeteaktity consumed by the project. The use of the
net electricity generation is also in accordancéhwAMS-1.D which requires “metering the
electricity generated by the renewable technolagyd ACM0002, which can be considered best
practise for renewable energy projects, and reguienitoring the “Electricity supplied by the
project activity to the grid”.
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The project participant stated that the intendegamty of the Monte Belo plant has been
changed from 4 MW to 4.8MW due to the ANEEL (th&ziBan national electricity agency)
resolution. The monitoring report added that in 2ZaBe new capacity of 4.8 MW for this plant
was confirmed by ANEEL, while the ANEEL resolutrahicated that the intended capacity of the
Monte Belo plant is 4.0MW at the time of develognwnthe PDD. Further clarification is
required on which is the capacity specified bywakd ANEEL resolution and furthermore which
was the original capacity when “the plant startgokoating on 01 January 2001".

DNV Response:

We refer to the timeline provided in the projecttiggpant’s initial response to the requests for
review.

The plant started operating on January 2001, Wwithsdame equipment as today. The capacity
installed in January 2001 was 4.8 MW. This capaeig confirmed in 2006 by ANNEL (ANEEL
Resolution 589/2006) when the ANEEL for the finsté audited the actual installed capacity of
the Monte Belo hydropower plant.

The PDD and the validation report were based oncHyacity stated in ANEEL Resolution
047/2000 which granted permission for the instaltabf 4.0 MW capacity at Monte Belo.

The difference was a result of a different finahfoguration of the turbine-generator sets during
the installation phase of the project.

The nameplate capacity of the Monte Belo hydropoplant (turbine and generator nameplate
capacities) were only verified on-site in May 20@dring the verification of the emission
reductions reported for the period 1 February 20030 April 2007.

Further clarification is required on how the DOErifeed the change in the capacity of the project
activity and how it was verified that “The capaciy 4.0 MW for Monte Belo indicated in the

PDD is thus an error and the capacity of the hydmpr plant at Monte Belo has always been 4.8
MW" as stated in the Verification Report. In additi the DOE is requested to explain which is
the nature of the “correction of the total installelectricity generation capacity for the Monte

Belo plant”, as stated in the Verification Report.

DNV Response:

There was no change in the capacity of the Monte Bgdropower plant. The capacity installed
was from the beginning 4.8 MW. The capacity statethe PDD and the validation report was
derived from the capacity stated in ANEEL Resolut®7/2000 which granted permission for the
installation of 4.0 MW capacity at Monte Belo.

Based on interviews and analysis of other docuntientdi.e. analysis of conducted hydrological
study, communications between Grupo Cassol andutiéne & generator suppliers), DNV was
also able to verify that along the project impleta¢éion phase the project participants realized that
the installation of Francis turbine / generatos seith 2.4 MW each would be more suitable than
the previously considered specification (Francibine and generator sets with 2.0 MW each).
Thus, the decision of Grupo Cassol to install tuebjenerator sets with higher power generation
capacity was based on merely technical aspectsological conditions of the Saldanha river vis-
a-vis possible turbine and generator technicalipations.

The capacity of 4.8 MW was first confirmed in 2006 ANEEL (ANEEL Resolution 589/2006)
when the ANEEL for the first time audited the attusstalled capacity of the Monte Belo
hydropower plant, and the inconsistence in theciaffispecification of Monte Belo hydropower

Page 2



DET NORSKEVERITAS

plant in ANNEL was corrected. Complementary to tlésolution, DNV also received from the
project participants a copy of a letter more relgeissued by ANNEL (ANNEL communication
1090/07 dated 28 June 2007) where the issues ragatlle capacity of the Monte Belo
hydropower plant is described in more detail.

DNV verified the nameplate capacity of the MontddBleydropower plant (turbine and generator
nameplate capacities) during the site visit in N2&)7. DNV was also able to verify (based on
available documentation, interviews and visual @tsjons) that since 01 January 2001 (date when
the plant started operating) the Monte Belo powantphas installed two turbine/generator sets
with 2.4 MW capacity each. Moreover, there is iedirevidence that the capacity has always been
4.8 MW as the electricity generation reported aedfied by DNV for the period 1 February 2001
to 30 April 2007 can only be explained with a capacf 4.8 MW (if capacity had been 4.0 MW
reported electricity generation would for many nintbe above the theoretical generation
capacity, even in months were this could not bdaged with high water levels).

The capacity indicated in ANEEL Resolution 047/20@8ich was the basis for the PDD and the
validation report, was not based on an actual aafdite capacity, but represents the capacity that
ANEEL initially granted for the Monte Belo hydropewplant prior to project implementation.

The DOE shall further clarify and substantiate gtatement that “PDD states that the generation
capacity of the Monte Belo small hydro power ugi#i0 MW, while it was verified that at this
plant each of the two turbine-generator set ha<tealgty generation capacity of 2.4 MW as
confirmed by ANEEL’s Resolution 589/2006 and alsthle letter 1090/07 /11/ issued by ANEEL
on 28 June 2007”. The increase in capacity is 20%@ dhe statement only refers to the
verification of the installed capacity when stagioperation, but not to the discrepancy with the
PDD, which is merely considered an error by the D@Ethe case of the Monte Belo plant the
registered project activity as per the PDD has paeity of 4.0 MW and the DOE shall further
explain their acceptance of the validity of thisrease when verification was performed.

DNV Response:

As stated above, there was no change in the cgpaicthe Monte Belo hydropower plant. The
capacity installed was from the beginning 4.8 MWheTcapacity stated in the PDD and the
validation report was derived from the capacitytestain ANEEL Resolution 047/2000 which

granted permission for the installation of 4.0 M¥#pacity at Monte Belo.

The PDD thus incorrectly states 4.0 MW as the llestacapacity for Monte Belo hydropower
plant although at the time the PDD was written khente Belo hydropower plant was already
implemented with a capacity of 4.8 MW. We acknowjedthat the project is thus not
implemented in accordance with the PDD in termsl@tlared installed capacity for electricity
generation at the Monte Belo hydropower stationweleer, this deviation does not significantly
affect any project design aspect of the projecividigtas described in the PDD, including the
additionality of the project. Moreover, even with iastalled capacity of 4.8 MW at Monte Belo,
the “Incomex Hydroelectric Project” still meets #ille applicability conditions of the small-scale
methodology AMS-1.D. (as discussed in Annex A o thonitoring report, version 2 dated of 10
December 2007).

The DOE states in the Verification Report that first version of the monitoring report, the
amount of electricity exported to the grid by InextCassol - Rio Branco wrongly included 7 443
MWh of electricity generated by the Saldanha simgdlro power plant, which is another power
plant operated by Grupo Cassol and it is locatedrn@io Branco power plant and along the
Saldanha River. During its operational test phasen) August 2005 to March 2006), all
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electricity generated by the Saldanha small hydowver plant was temporarily injected to the
Rondonia-Acre grid via the transmission lines ob Branco power plant. This procedure was
authorized by ANEEL's Resolution 727/2002 and de@&/DT/200/2005 of CERON. As the
Saldanha small hydro power unit is not part of tlegistered CDM project activity, the net
electricity generation for the Rio Branco powerlavas recalculated by deducting the amount of
net electricity generated by the Saldanha smallreyydower plant (which was temporarily
injected in the transmission lines of Rio Brancevpo plant).” The DOE is required to clarify if
there is no substantive change in the applicatibrihe methodology and monitoring plan by
performing the said deduction and how the issuelde®n addressed in a systematic manner to
avoid further recurrence.

DNV Response:

The electricity generated by the Saldanha hydropgMant was only during a test phase from
August 2005 to March 2006 supplied to the grid tigito the transmission lines of the Rio Branco
hydropower plant. As a result, the electricity gawed by the Saldanha hydropower plant also
passed the meter measuring the electricity suppbethe grid at the Rio Branco hydropower
plant. However, also the net electricity generditedhe Saldanha hydropower plant was measures
at the Saldanha hydropower plant, and DNV crosskadtethe reported values of net electricity
supplied by the Saldanha hydropower plant withtalgty sales receipts issued by Saldanha.
Therefore, the electricity generation by the Ri@afro hydropower plant during August 2005 to
March 2006 could be calculated as the differenctheftotal net electricity supplied to the grid
measured at the Rio Branco hydropower plant anchéteslectricity generated by the Saldanha
hydropower plant.

Since both the total electricity supplied to thelgind the electricity generation by the Saldanha
hydropower plant were measured, calculating théemihce of these two measurements to
determine the net electricity generation of the Branco hydropower plant does in our opinion
not represent a substantive change in the apmicati AMS-I1.D and the monitoring plan in the
PDD.

We sincerely hope that the Board accepts our afenéoned explanations.

Yours faithfully
for DET NORSKEVERITAS CERTIFICATION AS

Nychae! (phse- -

Michael Lehmann
Technical Director
Iternational Climate Change Services

Page 4



