ANNEX Vil

26th October 2006 — Jornal do Comércio

Ceran negotiates RS 200 million more to build three power plants
Civil works in the Antas River have received RS 435.8 million already from the BNDES

The conclusion of the Antas River Energy Complex (CERAN) depends on a new intake from the
National Bank for the Economic and Social Development (BNDES), in the amount of RS 200
million. Initially planned to cost RS 658 million, the construction of the three hydropower
plants that are part of the complex — Monte Claro, Castro Alves e 14 de Julho — is now
estimated to be at RS 800 million. According to CERAN Executives, an unexpected increase in
the environmental costs impacted the civil works and caused the company to seek new loans
from the bank, which had already conceded RS 435.8 millions in loans in 2003. The new intake
is still under negotiation. In the initial planning, the shareholders invested RS 223 million. The
CERAN holding is formed by the companies CPFL (65%), CEEE (30%) e Engevix (5%).

To reduce costs, the company executives have asked the governor Germano Rigotto
permission to use ICMS credits for the acquisition of materials as steel and concrete. The
question will be evaluated by the Rio Grande do Sul State’s Competitiveness Council (Compet-
RS).

The complex may count on another revenue stream in the future: carbon credits. Ceran’s
chief-Superintendent, Vendolino Fischer, reveals that the Ceran complex had one of its plants
approved by the Inter-ministerial Committee on Global Climate Change as a project that can
obtain carbon credits. The next step to obtain this benefit is registering the project in the
Executive Board of the United Nations.

Fischer announced that the Monte Claro Hydro Power Plant will double its energy generation
capacity in the next month. The capacity increase will be of 65 MW, totalling a production
capacity of 130 MW. In total, the three plants will produce 360 MW, equivalent to 10% of the
Rio Grande do Sul’s electricity average demand. Ceran is located in the northeast of the State,
among the cities of Anténio Prado, Bento Gongalves, Cotipord, Flores da Cunha, Nova Padua,
Nova Roma do Sul e Veranépolis.

The Hydro Power Plant Castro Alves should start its operations in 1°* December, 2007 and 14
de Julho’s Power Plant should generate energy starting in July of 2008. The civil works
generated 2.2 thousand jobs. After the plants’ operational start, the Rio Grande do Sul state
and the seven cities will receive RS 3 million annually in royalties. Of these resources, 50% will
belong to the state and 50% for the cities.
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