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Secretariat of the UNFCCC
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D-53153 Bonn

Germany

BK/energia

ltacoatiara, March 29, 2007

Response to the Request for Review - 0168 BK Energia Itacoatiara Project

Dear Members of the CDM Executive Board

We refer to the requests for review raised by three Board members concerning DNV’s request for
issuance of CERSs for our “BK Energia Itacoatiara Project” (0168) for the period 01 May 2006 to
31 December 2006 and would like to provide the following response to the three issues raised:

Comment 1.
Since the claim for CERs from methane avoidance component based on very controversial
assumption in that there is no market available for fuel wood and hence entire fuel wood coming
out of the sawmill would be left for decaying. The DOE is expected to independentlyverify this
assumption.

Our response:
The PDD and its baseline assumptions are valid throughout the crediting period and cannot be

subject to retroactive revision in the course of later verifications.

Comment 2.

According to the monitoring plan (please see monitoring data items D.3-2 and D.3-3 in Page 21 in
the PDD), the project should have been used fuel wood from the existing stockpiles. But instead
of doing so, the project used fresh biomass and is still claiming for CERs through methane
avoidance. The monitoring report shows (Page 13, Monitoring Report) that fresh wood logs
supplied by PWA (9,667 metric tons) are also used in the power plant. The fresh wood logs are
not bi-products of the sawmill operations, these are rather collected from the forest during
logging. Logging can not be considered as component of sawmill operation as it occurs beyond
the project boundary (or outside sawmill compound).

Our response:
Fresh biomass from the sawmill not disposed due to the project can explicitly be taken into

account. In fact the CDM EB decided in meeting 23 that fuel wood recovered from the landfill
could not be accounted for methane avoidance because it was considered that it would not be
possible to estimate how much of their methane generation potential had already been released
to the atmosphere at the time of collecting and burning the material. So the CDM EB explicitly
allowed only the fresh biomass to be accounted for.
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The logs supplied from PWA are logs that had been harvested and brought to the log yard of
PWA with the purpose of processing them in the saw mill. However, after revising its roundwood
inventory PWA for different reasons (insect and fungus attacks, holes in the center of the logs;
change of production concept focusing on fewer species ) came to the conclusion that these logs
could not be processed to commercially viable products. They were written off and sold to BKE as
fuel wood. This process is documented in the financial reporting of PWA and the nature of the
logs is specified in the invoices from PWA/Mil Madereira to BKE (“residuo proveniente de toras
refugadas”; annex 1). Moreover a report from an independent assessor made for the purpose of
revaluating PWA/Mil Madereira’s inventories is very specific in documenting the fact that the logs
originate from the log yard of the saw mill (annex 2, confidential). Photos illustrate the condition
of these logs (annex 3).

These documents evidence that the logs must be considered as byproducts of the saw mill
operations and fall within the project boundaries. In the absence of the project the logs would
have been deposited in the landfill together with the processing residues of the saw mill and
would have produced methane.

Comment 3.

3) The monitoring report shows (Page 13, Monitoring Report) that fresh wood logs supplied by
PWA (9,667 metric tons) are also used in the power plant. The fresh wood logs are not bi-
products of the sawmill operations, these are rather collected from the forest during logging.
Logging can not be considered as component of sawmill operation as it occurs beyond the
project boundary (or outside sawmill compound). The DOE is expected to ask clarifications to the
project participant on this issue, but has not done so.

Qur response:
As described above the logs in question are a residual product of the sawmill operations and

have not been harvested and brought from the forest to the power plant with the intention to
convert them to electricity.

The logs should also not be confounded with indicator D.3-4 Clearing roads fuel (PDD p.21).
Logs from roads clearing are also an approved components for the CO2 reduction component but
according to the PDD they are not included in the methane avoidance component. No
corresponding inclusion in the methane avoidance component has been made. Moreover during
the monitoring period the practice of collecting logs from roads clearing has been discontinued
because it could not be conducted cost-effectively.

We hope to have clarified all questions related the request for review. We would like to advise
you that annex 2 is confidential and should not be published on the UNFCCC website.

Yours faithfully,
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|
Dieter M. Burki Chrisftoph Buholzer
Director Focal Point BK Energia Itacoatiara Project
BK Energia ltacoatiara Ltda. Precious Woods Holding Ltd.

Annexes

1: Invoices PWA/MIL Madereira to BKE

2: Excerpt from report on devaluation of inventories at PWA/MIL Madereira
3: Annex 3: Fotos of logs from sawmill log yard



Annex 1: Invoices PWA/MIL Madereira to BKE
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Annex 2:
Excerpt from Ecoflorestal Report on devaluation of inventories at PWA/MIL Madereira

(confidential — not to be published on the UNFCCC website)












Annex 3: Fotos of Logs from sawmill logyard






