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CL Clarification request

CO, Carbon dioxide

COse Carbon dioxide equivalent

DNV Det Norske Veritas

DNA Designated National Authority

EIA Environmental Impact Assessment
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GWP Global Warming Potential
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ODA Official Development Assistance

PDD Project Design Document

SEIN Peruvian National Interconnection Grid System
UNFCCC United Nations Framework Convention on Climate @Ggan
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1. EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has perfed a validation of the “Electricity
Grid Interconnection San Gaban — Mazuko — Puertdddiaado” in Peru. The validation
was performed on the basis of UNFCCC criteria foe Clean Development Mechanism and
host country criteria, as well as criteria given poovide for consistent project operations,
monitoring and reporting.

The review of the project design documentationtaedsubsequent follow-up interviews have
provided DNV with sufficient evidence to deterntireefulfillment of stated criteria.

The project participant is Electro Sureste S.AMo. Annex | Party has been identified yet.
The host Party Peru meets all relevant participati@quirements and has provided written
approval of voluntary participation in the projecthe DNA of Peru confirmed that the
project assists in achieving sustainable develogmen

The project involves the construction of a transiois electric line between San Gaban
(Puno) and Puerto Maldonado (Madre de Dios). Tlamémission line will be built in such a
way that isolated systems located between San Galpan Puerto Maldonado will be

connected to the Peruvian National Interconnectid System (SEIN).

The project correctly applies AM0045 (Version 128fDecember 2006) - “Grid connection
of isolated electricity systems”.

By displacing fossil fuel generation and consumétectricity from SEIN in which 70% is
supplied from hydroelectric generation, the projeesults in reductions of CQOemissions
that are real, measurable and give long-term basédi the mitigation of climate change. It is
demonstrated that the project is not a likely beselscenario. Emission reductions
attributable to the project are hence additionalawy that would occur in the absence of the
project activity.

The total emission reductions from the projectesémated to be on the average 17 819 over
the selected 7 year crediting period. The emisstoluction forecast has been checked and is
deemed likely that the state amount is achieveengiliat the underlying assumptions do not
change.

The monitoring methodology has been correctly &gpliThe monitoring plan sufficiently
specifies the monitoring requirements. Adequate itmamg procedures have been
implemented.

Local stakeholders were invited through public d&sion.

In summary, it is DNV’s opinion that the “Electrigi Grid Interconnection San Gaban —
Mazuko — Puerto Maldonado”, as described in theiged and submitted project design
document version 2 of 10 April 2008, meets allvate UNFCCC requirements for the CDM
and all relevant host country criteria and corrgcthpplies the baseline and monitoring
methodology AMO0045 (Version 1 of 22 December 206&nce, DNV requests the
registration of the “Electricity Grid Interconnecth San Gaban — Mazuko — Puerto Maldonads”

a CDM project activity.

CDM Validation 2007-1784, rev. 01 1
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2. INTRODUCTION

Deuman SAC has commissioned Det Norske Veritasif€ation AS (DNV) to perform a
validation of the “Electricity Grid Interconnectiddan Gaban — Mazuko — Puektaldonado’
located in Puno and Madre de Dios regions in Phare@fter called “the project”). This
report summarises the findings of the validationtted project, performed on the basis of
UNFCCC criteria for the CDM, as well as criteriav@m to provide for consistent project
operations, monitoring and reporting. UNFCCC crgterefer to Article 12 of the Kyoto
Protocol, the CDM modalities and procedures andstgsequent decisions by the CDM
Executive Board.

2.1. Objective

The purpose of a validation is to have an indepentierd party assess the project design. In
particular, the project's baseline, monitoring pland the project’s compliance with relevant
UNFCCC and host Party criteria are validated ineortd confirm that the project design, as
documented, is sound and reasonable and meetsdémeified criteria. Validation is a
requirement for all CDM projects and is seen asessary to provide assurance to
stakeholders of the quality of the project andintended generation of certified emission
reductions (CERS).

2.2. Scope

The validation scope is defined as an independahtobjective review of the project design
document (PDD). The PDD is reviewed against theega stated in Article 12 of the Kyoto
Protocol, the CDM modalities and procedures aseabme the Marrakech Accords, and the
relevant decisions by the CDM Executive Board, udalg the approved baseline and
monitoring methodology AM 0045 version 1. The vatidn team has, based on the
recommendations in the Validation and VerificatManual employed a risk-based approach,
focusing on the identification of significant risker project implementation and the
generation of CERs.

The validation is not meant to provide any consglttowards the project participants.
However, stated requests for clarifications andfrective actions may have provided input
for improvement of the project design.

CDM Validation 2007-1784, rev. 01 2
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3. METHODOLOGY
The validation consisted of the following three pést

a desk review of the project design documents
follow-up interviews with project stakeholders
the resolution of outstanding issues and tlseidasce of the final validation report and

opinion.
The following sections outline each step in mortiile

3.1.

Desk Review of the Project Design Documentation

The following table lists the documentation thasweaviewed during the validation:

11/

12/

13/
14/

5/

16/
171
18/

19/
110/

11/

Deuman SAC: Project Design Document for the “Eleityr Grid Interconnection San
Gaban — Mazuko — Puerto Maldonado”. Version 013Mharch 2007.

Deuman SAC: Project Design Document for the “Eleityr Grid Interconnection San
Gabéan — Mazuko — Puerto Maldonado”. Version 0200April 2008.

Letter of Approval (LoA) issued by Peruvian DNA 8dune 2007.

Economical and Financial Ministry: letter approvimg project’s feasibility dated 31
March 2006.

Eng. Luis Torres: “CDM Study for the transmissiarel San Gaban — Puerto
Maldonado”, dated January 2006.

Deuman SAC: Spreadsheets for emission reductiaulegion
Deuman SAC: Spreadsheets for the grid emissionrfaeiculation

Economical and Financial Ministry: message from Fernando Valenzuela
confirming that the parameters considered for itnaest analysis were assessed for
project’s feasibility approval.

Deuman SAC: Spreadsheets for investment analykislation

Evidences of transmission line costs:

- Ministry of Mining and Energy: Transmission Progé€tortfolio dated
November 2006
(http://www.minem.gob.pe/archivos/dge/publicacioRestafolio%20LLTT.p
df);

- ELSE: Definitive Study of the 138 kV line San GabaMazuko and the 66 kV
line Mazuko — Puerto Maldonado and substationdy-2006

- GyM: Proposal for the construction of the Transimisd.ine San Gaban —
Mazuko — Puerto Maldonado dated 05 February 2007

Evidence of tariff costs: Ministry of Mining and &gy / OSINERG 04 February 2006
(http://www?2.0sinerg.gob.pe/Tarifas/ElectricidadégbsTarifariosUsuarioFinal.aspx?I

CDM Validation 2007-1784, rev. 01 3
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2 average costs of fuel D2 evidences: ELSE Purchase® to Petroperu from 01 July
2005 to 05 September 2005.

nsf Ministry of Mining and Energy: Resolution 106-20MEM/AEE approving the
Environmental Impact Assessment on 29 January 2007

n4f Ministry of Mining and Energy: Decree Law 25844 ledricity concessions law

/15" Ministry of Mining and Energy: Resolution 552-2008M/DM approving the
Transitory Transmission Plan on 23 November 2006

16/ ELSE: Definitive Study of the 138 kV line San GabaNazuko and the 66 kV line
Mazuko — Puerto Maldonado and substations — Jul 20

171" ELSE: Stakeholders consultation

18/ |nternational Emission Trading Association (IETA)Xt&e World Bank’s Prototype
Carbon Fund (PCF)/alidation and Verification Manual

197" cDM-EB: AM0045 — ‘Grid connection of isolated electricity systenfst Type | —
Renewable Energy Projectgersion 1 of 22 December 2006.

120/ cDM-EB: Approved Consolidated Baseline and MonitgrMethodology ACM0002 -
“Consolidated baseline methodology for grid-conadctlectricity generation from
renewable sources”, version 06 of 19 May 2006

121/ CDM Executive Board: Tool for the demonstration asdessment of additionality.
Version 3 of 16 February 2007.

122/ Ministry of Mining and Energy:
http://www.minem.gob.pe/archivos/dge/publicaciop&sianual2003/parteiv.pdf

123/ ELSE: Historical records of the electricity suppli® the isolated system and the
amount of fossil fuel consumed by each power plaRuerto Maldonado (2005-2007)

124/ Electricity Supply National Code, 2002

125/ CODESU, Sepia and Universidad Nacional de Ucaglidy: “Environmental services

from carbon storage as an assets for developmeim¢ iReruvian Amazon: Progress
and Challenges”, 22 August 2003.

Main changes between the version published foBthdays stakeholder commenting period
and the final version submitted for registration:

Project boundary was limited to Puerto Maldonadthafirst years of crediting
period;

Corrections in the grid emission factor calculagion

Changes in the crediting period starting date;

The IRR analysis was adjusted in order to condiddget data by the time of the
project decision.

CDM Validation 2007-1784, rev. 01 4
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3.2. Follow-up Communication with Project Stakeholders

DNV performed interviews with project stakeholdems 20 December 2007 to confirm
selected information and to resolve issues idewtiin the document review. Representatives
of the project owner, ELSE and the consultant DeuAC were interviewed /22/ - [25/.
Persons interviewed during the validation, or p&sevho contributed with other information
that are not included in the documents listed above

126 | uis Grajeda Puelles — Planning Manager - ELSE

1271 Michael Moleros — Consultant - Deuman SAC

128/ jaime Parada — Consultant - Deuman SAC

1291 |sabel Malaga - — Consultant - Deuman SAC

The main topics of the interviews were:
- Additionality and CDM considered in the decisiorgmahead with the project
- Feasibility study
- EIA
- Consultation of Local stakeholders
- Emissions reduction calculations
- Grid emission factor

3.3. Resolution of Outstanding Issues

The objective of this phase of the validation wasrdsolve any outstanding issues which
needed to be clarified prior to DNV’s positive cargion on the project design. In order to
ensure transparency a validation protocol was auised for the project. The protocol shows
in a transparent manner the criteria (requirementspns of verification and the results from
validating the identified criteria. The validatipnotocol serves the following purposes:

» It organises, details and clarifies the requirem@nCDM project is expected to meet;
* It ensures a transparent validation process whweeevalidator will document how a
particular requirement has been validated anddseltr of the validation.

The validation protocol consists of three tablebe Wifferent columns in these tables are
described in the figure below. The completed vaiita protocol for the “Electricity Grid
Interconnection San Gaban — Mazuko — Puerto Maldi@hia enclosed in Appendix A to this
report.

Findings established during the validation canegitbe seen as a non-fulfilment of CDM
criteria or where a risk to the fulfilment of projeobjectives is identified. Corrective action
requests (CAR) are issued, where:

i) mistakes have been made with a direct influenceroject results;

i) CDM and/or methodology specific requirements havebeen met; or

iii) there is a risk that the project would not be ate@pms a CDM project or that
emission reductions will not be certified.

CDM Validation 2007-1784, rev. 01 5
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A request for clarification (CL) may be used whadglitional information is needed to fully

clarify an issue.

Validation Protocol Table 1: Mandatory Requiremenfisr CDM Project Activities

Requirement

Reference

Conclusion

The requirements the
project must meet.

Gives reference to th

legislation or

agreement where the
requirement is found.

e This

is either acceptable based on evide
provided QOK), a Corrective Action Request
(CAR) of risk or non-compliance with state
requirements or a request f@arification (CL)
where further clarifications are needed.

nce

14

d

Validation Protocol Table 2: Requirement checklist

Checklist Question Reference Means of Comment Draft and/or Final
verification (MoV) Conclusion
The various Gives Explains how The section is This is either acceptable
requirements in Table 2| reference to | conformance with | used to elaborate| based on evidence
are linked to checklist | documents | the checklist and discuss the | provided QK), or a
guestions the project where the guestion is checklist question| corrective action request
should meet. The answer to investigated. and/or the (CAR) due to non-
checklist is organised in| the checklist | Examples of meang conformance to | compliance with the
different sections, guestion or | of verification are | the question. It is | checklist question (See
following the logic of the| item is document review | further used to below). A request for
large-scale PDD found. (DR) or interview | explain the clarification (CL) is used
template, version 03 - in (1). N/A means not | conclusions when the validation team
effect as of: 28 July applicable. reached. has identified a need for
2006. Each section is further clarification.
then further sub-divided.

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

Draft report clarifications
and corrective action
requests

Ref. to checklist
guestion in table 2

Summary of project
owner response

Validation conclusion

If the conclusions from th¢
draft Validation are either
a CAR or a CL, these
should be listed in this
section.

> Reference to the
checklist question
number in Table 2
where the CAR or CL i3
explained.

The responses given by
the project participants
during the
communications with the
validation team should
be summarised in this

section.

This section should summaris
the validation team’s
responses and final
conclusions. The conclusions
should also be included in
Table 2, under “Final

e

Conclusion”.

Figure 1 Validation protocol tables

CDM Validation 2007-1784, rev. 01
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3.4. Internal Quality Control

The draft validation report including the initiabhdation findings underwent a technical
review before being submitted to the project pgénts. The final validation report
underwent another technical review before requgstugistration of the project activity. The
technical review was performed by a technical ieeiequalified in accordance with DNV's
qualification scheme for CDM validation and ver#tmon.

3.5. Validation Team

Role/Qualification Last Name First Name Country
Team leader/ CDM Validator Antunes Felipe Brazil
Sector expert Lehmann Michael Norway
Technical reviewer Chaudhary Anu India

The qualification of each individual validation teanember is detailed in Appendix B to this
report.

CDM Validation 2007-1784, rev. 01 7
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4. Validation Findings

The preliminary findings of the validation are sthin the following sections. The validation
criteria (requirements), the means of verificator the results from validating the identified
criteria are documented in more detail in the \alwh protocol in Appendix A.

4.1. Participation Requirements

The project participant is Electro Sureste S.A.BLSE). The host Party Peru meets all
relevant participation requirements. No participgtAnnex | Party is yet identified.

The Peruvian DNA has issued the LoA on 8 June 286thorizing ELSE as project
participant and confirmed that the project is citwiing to sustainable development in Peru
131

4.2. Project Design

The “Electricity Grid Interconnection San Gaban -azdko — Puerto Maldonado” project
involves the construction of a transmission electime between San Gaban (Puno) and
Puerto Maldonado (Madre de Dios). The transmis$io will be built in such a way that
isolated systems located between San Gaban antbRdaidonado will be connected to the
Peruvian National Interconnection Grid System (SEINstalled capacity in 2005 in Madre
de Dios isolated system was as follows: 7.11 MWuerto Maldonado, 2.08 MW in Mazuko
and 5.24 MW in the mining companies. The growtlemergy demand in the project area is
expected and thus lack of capacity in the shom tisrvery likely to occur. Current installed
capacity is mainly fuelled by diesel generatorsegrafing with low energy efficiency
technologies and consequently intense carbon em&ssDNV could confirm all technical
specifications during the site visit /16/.

The contribution of the project to the sustainatdegelopment was confirmed by the DNA of
Peru /3/.

A renewable 7-years crediting period is selectadrting on 01 September 2008 or the
project’s registration date, whichever occurs laldre starting date of the project activity is
31 March 2006, corresponding to the feasibilitydgtuapproval /4/, with an expected
operational lifetime of 30 years.

The development of the project will reduce greersieogas emissions by implementing two
main actions: displacement of fossil fuels throsbhtting down each fossil fuel fired power
plant; and electricity consumption from SEIN in wi70% is supplied from hydroelectric
generation. Estimated GHG emission reductions ftbenproject are 124 736 tonnes £0
equivalent (tC@e) during the 7-years crediting period, which resul estimated average

annual emission reductions of 17 819 €0

The validation did not reveal any information tiadicates that the project can be seen as a
diversion of ODA funding towards Peru.

CDM Validation 2007-1784, rev. 01 8
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4.3. Baseline Determination

The project applies the approved baseline methggolaM 0045 - “Electric Energy
Transmission and Distribution”, Version 1 of 22 Bewer 2006 /19/. This category is
applicable as the project consists of : i) the espmmn of an interconnected electricity grid
(SEIN) to isolated systems (Puerto Maldonado, Mazaikd loads from mining in Huepetue
— Mazuko); ii) the displacement of power generaiionsolated systems by more efficient,
less carbon intensive power generation from theraoinnected grid. In addition, all the
applicable conditions are met by the project awtivi) baseline emission factors were
estimated considering increase of demand and nemgglife of the equipments; ii) there is
not any renewable energy based electricity germeratystem within the isolated systems;
and iii) all fuel fired power plants in the isoldtsystem will be displaced. A total of 114
existing generation equipments located in the fedlaystems (Puerto Maldonado, Mazuko
and loads from mining in Huepetue — Mazuko) willdisplaced after the connection to the
SEIN; according to the Feasibility Study, transimaisdosses will be 3.6%.

The project boundary includes all power plants emted to the Puerto Maldonado isolated
system: Puerto Maldonado, Iberia, Ifiapari, Mazukd small power plants from the mining
companies. However, the plants from Mazuko andrtireng companies do not have a three-
year historical record of electricity generationdafossil fuel consumption available.
Therefore, for the first years of crediting perimaly the power plants of Puerto Maldonado,
Iberia and Ifapari will be considered. The othemgd will be considered as long as they are
able to collect the required historical data atrttement of their connection to the grid.
According to AM0045, the baseline scenario is dateed through the following steps:

1) Identification of realistic and credible altetiva scenarios that are consistent with
applicable laws and regulations;

2) ldentification of barriers and assessment ara#tive scenarios that are not prevented by
these barriers;

3) Investment analysis.

These steps are presented in detail in the Addilign section. The baseline scenario
determined is the expansion of the actual instatbgohcity using diesel as fuel. The baseline
determination is transparent and deemed reasonable.

4.4. Additionality

In accordance with AM0045, the additionality of theoject is demonstrated through the
“Tool for the demonstration and assessment of aufdility’/21/, which includes the
following steps:

Step 1 - Identification of alternatives to the ] activity consistent with current laws and
regulations

Alternative 1: Grid connection with isolated elédty systems within the complementary
transmission system not undertaken as a CDM progtivity; the “complementary
transmission systeméonsists of projects promoted as individual itikies from one or more
agents with no public funding. This alternativeresponds to the proposed project activity
undertaken without being registered as a CDM pta@etivity.

CDM Validation 2007-1784, rev. 01 9
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Alternative 2: Expansion of the actual installepazity using diesel as fuel.

Alternative 3: Thermal generation using natural gasn CAMISEA. This alternative is
eliminated considering that the distance betweengas pipeline and the project area is
approximately 400 km.

Alternative 4: Rural electrification with renewabénergy. This alternative is eliminated
considering that only small scale renewable engrgjects have been developed in Peru due
to the risks associated with the nature of thegutagnd the high initial investment costs.

Alternative 5: Grid connection with isolated elédty systems within the guaranteed
transmission system not undertaken as a CDM praetvity. in comparison with the
“complementary transmission system” explained abowe the guaranteed transmission
system the project would have incentives and sigssiffom the government because has
certain mandatory nature. It was confirmed by th@nSitory Transmission Plan /15/ that the
project was not classified as an energy prioritgrefore, it is considered to be part of the
complementary transmission system, and this altieme not considered.

DNV could confirm that both alternatives 1 and 2 @ compliance with all regulatory
national requirements.

Step 2 - Investment analysiShe feseability report approved on 31 March 2006ig the
basis for the investment analysis. DNV could confinith the Ministry of Economy /8/ that
all parameters used in the investment analysis wesessed for project’s feasibility approval
/4/. Besides that, the values considered for thdf tand fuel oil costs /11/ /12/ were
crosschecked and found reasonable. The real cotistricosts of the transmission line /10/
were higher than the budget considered for investra@alysis, which makes the budget
values conservative,

The Net Present Value (NPV) was selected as thet swtable financial indicator for
investment comparison of alternative 1 and 2. Adalisit rate of 12% was used, according to
that established by the Ministry of energy and mgnin the Decree Law 25844 /14/. The
results of the analysis were:

For alternative 1: NPV of US$ -4,451;
For alternative 2: NPV of US$ -2,974.

It has been also demonstrated /9/ that the pr@etivity has an IRR of 7.54% without
considering CDM revenues, which does not attairdiieount rate of 12% established by the
government within the Electric Concession Law /id/determine electricity tariff and
evaluate investments.

A sensitivity analysis considering at which valale parameter touches the benchmark was
carried out, and the results were -10.22% in imaest, +12.25% in the tariff and +86% in
the electricity demand. Considering that: (i) evides related to project costs were provided,
and the values are compatible to other similargmtsj in Peru; and (ii) COES projections
show that it is expected that the tariff will demse in the future, DNV could confirm that the
probability for any of the parameters reach thadees is very low, and this confirms that the
project is not financially attractive for privatevestors /9/.

Step 3 - Barrier analysidNot selected

Step 4 - Common practice analysiswas verified by the Transitory TransmissionrPla5/
that government’s priorities are focused on thasgepts with higher transmission capacity.

CDM Validation 2007-1784, rev. 01 10
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Other isolated systems are also analyzed. DNV cowohdirm that there is one more project of
interconnection of an isolated system (Jaen — Bagbawever, this project may be
considered different as it has a considerably shéransmission line (140 km versus 225 km
form the project activity) for a system with higrdgmand. DNV could confirne2/ that the
demand in Jaen — Bagua isolated system is alma=t tvigher than the demand in the project
activity (45 GWh in 2007 versus 26.57 GWh). Consatly, the project activity is not
considered to be a common practice in Peru.

DNV was able to verify that CDM benefits were taketo account before the starting date of
the project. The starting date of the project agti's 31 March 2006, corresponding to the
feasibility study approval /4/. On January 2006¢mal study was carried out to verify the
eligibility of the project as a CDM project actiyit5/. The long time from the date of decision
making and the start of the validation has beetifigid as the consultant Deuman was hired
to start the validation process by developing a meethodology during the year of 2006,
considering that no approved methodology was availat that time. Finally, after the
approval of AM0045 in December 2006, a new PDD pr@pared based on the methodology
AMO0045. During July to October 2007, Deuman startlked negotiation with DNV, and
finally in October 2007 the validation process tetdr

In conclusion, the assessment of the argumentemes$ above is deemed to sufficiently
demonstrate that the project is not a likely bagsekcenario, and that emission reductions
resulting from the project are additional.

4.5. Monitoring
The project applies the approved monitoring methagio AM 0045 - “Electric Energy
Transmission and Distribution”, Version 1 of 22 Bater 2006 /19/.

Details of the data to be collected, the frequenicgiata recording and its format are clearly
described in the monitoring plan and deemed todegj@ate. The authority and responsibility
for project management, monitoring, measuremeainitrg, review and reporting have been
clearly described in the PDD.

4.5.1.Parameters determined ex-ante

The parameters used in the emission reduction ledilcns that are availablex anteare as
given below:

* COFi,j : Fuel emission factor [tCO2e/ m3] — 200€® default values have been used
since local country specific values are not avéglab

* GENi,j : Electricity dispatched to the isolateddyreach year by the source j [MWHh] in
Puerto Maldonado — Confirmed with ELSE’s historieadords from 2005 to 2007.

e Fi,j,bl : Fuel consumption i of the Power plant[m3] in Puerto Maldonado —
Confirmed with ELSE’s historical records from 20052007.

» LTavg : Average lifetime of the power plants in igelated system. According to the
feasibility study a maximum 12 years of lifetimesa@onsidered. DNV considers this
assumption reasonable.

CDM Validation 2007-1784, rev. 01 11
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* ERgar: Baseline emission factor (in tCO2e/MWh) for thesb available kind of
technology in the isolated system; with the low€XD, emission factor at the
beginning of the project activity. According to thistorical records this value is equal
to 0.74 tCO2e/MWh

« EFbl,ini: Baseline scenario emission factor, estadausing historical data from the
last 3 years. [MWh/ tCO2e]

* Area of land deforested in the construction ofititerconnection lines: The value of
0.4518 ha corresponds to the multiplication of léregth of the transmission line and
the width trail of 20 m for the transmission linaging established in the Electricity
Supply National Code4.

» Lc: Carbon stock per area, determined as 405.3@4@0n a scientific study carried
on in Peru2s,.

* EFp,y: National grid emission factor, calculatextanteas demonstrated in section
4.6.

4.5.2 Parameters monitored ex-post

According to AM0045, the following data is to be mitored:

- EGy: Electricity generation from the project aity;

- Msgs SFs leaks in the new equipment (directly measured);

- Dyp: Power demand in the project activity scemari

- Syp: Power supply of the displaced power plamthe isolated area in the baseline scenario;
- Number of years since the isolated area is cdaddo the grid;

- Financial and/or institutional arrangements twaild help the project to overcome identified
barriers during the crediting period;

- TL: Additional transmission losses.

Considering that the plants from Mazuko and theimgirompanies do not have a three-year
historical record of electricity generation andsib$uel consumption available, the required
historical data will be monitored and at the momehttheir connection to the grid the
baseline scenario emission factor will be updated.

In conclusion, it is DNV’s opinion that the monitog plan correctly addresses the
requirements of the methodology AM0045.

4.5.3.Management system and quality assurance

The electrical meters used will be tested withegaipment of reference once a year, and
calibrated every three years. The operation otrdaesmission line will be with the SCADA
system. The values could be double checked bypgiectpayments.

For the plants from Mazuko and the mining compaiesnot have a three-year historical
record of electricity generation and fossil fuehsomption available, all the historical data
will be confirmed through a sit visit carried on by project proponent to corroborate the
information of the equipments. Besides that, foe tharameters historical electricity
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generation and fossil fuel consumption, defauladatd literature statistics will be used to
checking, and for the units that report to offi@atities the data shall be corroborated with its
annual statistics.

The project developer's Head Office will have fimabponsibility for all aspects related to
data measurements, monitoring of data recordingesnidsions. Data will be collected and
consolidated by the on-site technician and chiedpdration area. The last one will also draw
up the monthly and annual emission reduction manioreports. Data will be recorded at
regular intervals.

4.6. Estimate of GHG Emissions

The baseline emissions include emissions from theep plants connected to the isolated
system. The emission is estimated taking into aucthe increase of the demand over the
time and the remaining lifetime of the existing mowlants.

The following formula is used to estimate the bageémission factor:

> F,wxCOF,
iJ

EF, =t
" S GEN,,

j

The life time and power production of each powemplmay influence the emission factor.

The influence is determined using the followingioa:

Lng = ES‘F -

Syp, is calculated comparing yp y LTavg,:

S = 8o = Sy
- 2= LT

mg

if: yp< 2T,

or Syp =0ifyp 2 LTavg.
Syp is contrasted with the demang, [nd the final baseline emission factor is cal@dat
with the following formula:

EFy = EFy 0 1f Sy = 0and Sy > Dy

rr s %Sy + EFpur (D = S,,)
- D,

EF, = EF;AI." E if S-,? =0

bi.wp

LAf Sp = 0and S, <Dy

Baseline emissions are the product of the baselmission factor and electricity supplied to
the isolated area by the grid in the project atstivi

Considering that in the beginning of the proje@ power plants located in Mazuko and the
ones from the mining company will not be considefed emission reduction calculation

because of the unavailable historical data, basedimission factor will be calculated only

based on the generators from Puerto Maldonadoijallzard Ifapari. In future, when the

remaining plants will connect to the grid, the biaseemissions will be updated accordingly.
DNV considers this approach reasonable and cornsezva
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The emissions from the project activity are: thdge to the electricity generated by the
interconnected national grid and the; 8fissions due to possible losses in the new
installations (switches, cells and encapsulategtatibns) PE - (EGy- ERy) - (TL +1 ) + PErs, y
Where:

PEsrs ¥: CO, emissions in year y, due to &#missions from new equipment [tedD

The combined margin emission coefficient for thi&l gs determinedex-antein accordance
with ACMO0002 version 06 /20/. The calculations #&@sed on electricity generation data
provided by the spot market administrator (Comraitté Economic Operation of the National
Interconnected System) for the electricity generaethe grid in the years 2004-2006.

According to ACM0002, the dispatch data analysishoé should be the first methodological
choice. However, this method is based on the engemerated by the project, so it is not
applicable to electric energy transmission andribistion projects. Considering that the
national grid is more than 50% low cost/must runegation the operating margin (OM) is
calculated using the “simple adjusted OM”. Locafadét values for net calorific values
(NCV) of each type of fossil fuel, the IPCC’s oxiia factor of each type of fossil fuel and
the total electricity delivered to the SEIN selectege deemed reasonable. Vintage data for the
years 2004, 2005 and 2006 are used for operatimgimealculation. The OM is evaluated to
be 0.6855 tC&MWh.

The local values of net calorific value, carbonteon of the coal and the IPCC default value
of carbon oxidisation factor of 100% are used ticudate the BM. The BM is calculated as
0.2879 tCG/MWh.

The weightsoOM and ®BM are selected as 0.50 and 0.50 respectively anddimdined
margin of 0.4867 tCO2/MWh is calculated /7/.

The new equipment could be a source of &fissions. Those emission will be calculated
using the followingPEsrs, y= Msrs, y- GWRsrs

Where:
GWPsgs SF6 Global warming potential (23900)

Finally, leakage emissions are calculated by tloelyct of the area of land deforested and the
carbon stock per unit area. Considering that itesponds to less than 1% from the total
emission reduction, leakage emissions are not deresil as per AM0045.

The estimated amount of GHG emission reductions fitee project is 124 736 tCO2e during
the first renewable 7-years crediting period, risglin estimated average annual emission
reductions of 17 819 tCO2e /6/.

4.7. Environmental Impacts

The environmental impact assessment (EIA) was approby Resolution 106-2007-
MEM/AAE /13/. The PDD presents a summary of theiemmental impacts. No significant
adverse environmental impacts have been identfigohg this assessment.
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4.8. Comments by Local Stakeholders

ELSE invited stakeholders for two informative wdrkps that were carried out in Puerto
Maldonado and Mazuko. Institutions, organizatiomsl gublic in general were invited
through letters, press notes and public informatiDiNV could assess all stakeholders
consultation evidences /17/.

In Mazuko all comments were positive. In Puerto ddalado stakeholders commented that
the profits through selling CERs should be reineesin social projects in the region. ELSE’s
director in Puerto Maldonado replied that any ineofrom CER’s commercialization has
been included for budget purposes.

4.9. Comments by Parties, Stakeholders and NGOs

The PDD version 1 of 13 March 2007 was made puybaehilable on DNV’s climate change
website Wwww.dnv.com/certification/climatechangeand Parties, stakeholders and NGOs
were through the CDM website invited to provide coemts during a 30 days period from 11
October 2007 to 9 November 2007. No comments wareived to the date.
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Table 1

Mandatory Requirements for Clean DevelopmenMechanism (CDM) Project Activities

Requirement

Reference

Conclusion

About Parties

1. The project shall assist Parties included in Annexachieving compliance | Kyoto Protocol Art.12.2 | OK
with part of their emission reduction commitmendanArt. 3. No participating Annex | Party is
yet identified.
2. The project shall assist non-Annex | Parties inticouting to the ultimate | Kyoto Protocol Art.12.2.| OK
objective of the UNFCCC.
3. The project shall have the written approval of wéuy participation from | Kyoto Protocol Letter of Approval issued by
the designated national authority of each Partglired. Art. 12.5a, Peruvian DNA on 8 June 2007.
CDM Modalities and
Procedures 840a
4. The project shall assist non-Annex | Parties ineghg sustainable Kyoto Protocol Art. 12.2 Letter of Approval issued by
development and shall have obtained confirmatiothbyhost country CDM Modalities and Peruvian DNA on 8 June 2007.
thereof. Procedures 840a
5. In case public funding from Parties included in Arn is used for the Decision 17/CP.7, OK. The project has no public
project activity, these Parties shall provide dirragtion that such funding | CDM Modalities and funding.
does not result in a diversion of official develaamhassistance and is Procedures Appendix B,
separate from and is not counted towards the finhabligations of these | § 2
Parties.
6. Parties participating in the CDM shall designatetional authority for the | CDM Modalities and The DNA of Peru is the
CDM. Procedures 8§29 Environmental National Council.
7. The host Party and the participating Annex | Pahgill be a Party to the | CDM Modalities §30/31a Peru ratified the Kyoto Protocol gn
Kyoto Protocol. 12 September 2002.
8. The participating Annex | Party’s assigned amoiatishave been CDM Modalities and No participathmnex | Party is
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Requirement

Reference

Conclusion

calculated and recorded.

Procedures 831b

yet identified.

9. The participating Annex | Party shall have in placeational system for
estimating GHG emissions and a national regist@gcicordance with Kyoto
Protocol Article 5 and 7.

CDM Modalities and
Procedures 831b

No participating Annex | Party is
yet identified.

About additionality

10.Reduction in GHG emissions shall be additionalry that would occur in
the absence of the project activity, i.e. a CDMgxbactivity is additional if
anthropogenic emissions of greenhouse gases byesoare reduced below
those that would have occurred in the absenceeafethistered CDM projec
activity.

Kyoto Protocol Art.
12.5c¢,

CDM Modalities and
Procedures 843

OK. Table 2, Section B.3.1

About forecast emission reductions and environmentampacts

11.The emission reductions shall be real, measuratdegae long-term
benefits related to the mitigation of climate chang

Kyoto Protocol Art.
12.5b

OK. Table 2, Section B.4 to B.7

About stakeholder involvement

12.Comments by local stakeholders shall be invitexjramary of these
provided and how due account was taken of any cartsweceived.

CDM Modalities and
Procedures 837b

OK. Table 2, Section E.

Parties, stakeholders and UNFCCC accredited NG@alkisive been CDM Modalities and OK. The PDD version 1 of 13
invited to comment on the validation requiremepotsminimum 30 days, Procedures 840 March 2007 was made publicly
and the project design document and comments e tmade publicly, available on DNV’s climate
available. change website
(www.dnv.com/certification/climal
techangeand Parties, stakeholders
and NGOs were through the CDM
website invited to provide
comments during a 30 days period
from 11 October 2007 to (9
CDM Validation 2007-1784, rev. 01 A-2
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Requirement

Reference

Conclusion

November 2007. No commen
were received to the date.

Other

13.The baseline and monitoring methodology shall lewipusly approved by
the CDM Executive Board.

CDM Modalities and
Procedures 837e

OK - Table 2, Section B.1.1

14. A baseline shall be established on a project-sigdudfsis, in a transparent | CDM Modalities and OK.
manner and taking into account relevant nationdi@rsectoral policies and Procedures 845c,d
circumstances.

15.The baseline methodology shall exclude to earn JBRdecreases in CDM Modalities and OK.

activity levels outside the project activity or dioeforce majeure.

Procedures 847

16. The project design document shall be in conformavittethe UNFCCC
CDM-PDD format.

CDM Modalities and
Procedures Appendix B,
EB Decision

OK. The PDD is in accordand
with CDM-PDD (version 3 of 2§
July 2006).

17.Provisions for monitoring, verification and repagishall be in accordance
with the modalities described in the Marrakech Adsacand relevant
decisions of the COP/MOP.

CDM Modalities and
Procedures 837f

OK.

CDM Validation 2007-1784, rev. 01
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Table 2 Requirements Checkilist

CHECKLIST QUESTION Ref. MoV* COMMENTS Direiit gL
Concl. | Concl.
A. General Description of Project Activity
The project design is assessed.
A.l. Project Boundaries
Project Boundaries are the limits and borders wiefj the
GHG emission reduction project.
A.1.1. Are the project’s spatial boundaries /1/ DR | The boundary of the project includes: Power OK
(geographical) clearly defined? plants connected to the Puerto Maldonado
isolated system: Puerto Maldonado, Iberia,
IRapari, Mazuko and small power plants from
the mining companies
A.1.2. Are the project’'s system boundaries (componenty1/ DR @ Yes. OK
and facilities used to mitigate GHGS) clearly
defined?
A.2. Participation Requirements
Referring to Part A, Annex 1 and 2 of the PDD a¥B we
as the CDM glossary with respect to the terms Rarty
Letter of Approval, Authorization and Project
Participant.
A.2.1. Which Parties and project participants are /1/ DR | The project participant is Electro Sur Este OK
participating in the project? S.AA. (ELSE). The host Party Peru meets all
relevant participation requirements. No
participating Annex | Party is yet identified.
A.2.2. Have all involved Parties provided avalidand . /1/ DR | The Letter of Approval from the DNA ofGAR2 OK
complete letter of approval and have all Peru has not been provided.
private/public project participants been authorized
* MoV = Means of Verification, DR= Document Reviewr Interview
A-4
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CHECKLIST QUESTION Ref. MoV* COMMENTS Dratt | Final
by an involved Party?
A.2.3. Do all participating Parties fulfil the participati /1) DR | Yes, Peru fulfils all requirements OK
requirements as follows:
- Ratification of the Kyoto Protocol
- Voluntary participation
- Designated a National Authority
A.2.4. Potential public funding for the project from /1/ DR | The project has no public funding. OK
Parties in Annex | shall not be a diversion of
official development assistance.
A.3. Technology to be employed
Validation of project technology focuses on thggub
engineering, choice of technology and competence/
maintenance needs. The validator should ensure that
environmentally safe and sound technology and Kmow-is
used.
A.3.1. Does the project design engineering reflect /1/ DR | Yes. The project design engineering is bas€l-21  OK
current good practices? on established technology suitable for electric
energy transmission and distribution.
DNV requests an explanation abobbw
transmission losses were taken into account
for the project activity.
A.3.2. Does the project use state of the art technology of1/ DR | Yes. The project components are power OK
would the technology result in a significantly transformers and substation cells at San
better performance than any commonly used Gaban, Mazuko and Puerto Maldonado
technologies in the host country? substations, as well as transmission lines 138
* MoV = Means of Verification, DR= Document Reviewr Interview
CDM Validation 2007-1784, rev. 01 A-5
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CHECKLIST QUESTION Ref. MoV* COMMENTS CDorﬁg gc')f(‘:'l
/ 66 kV.
A.3.3. Does the project make provisions for meeting  /1/ DR  The PDD does not make any reference abdbk16  OK
training and maintenance needs? training and maintenance needs.
A.4. Contribution to Sustainable Development
The project’s contribution to sustainable develophig
assessed.
A.4.1. Has the host country confirmed that the project /1/ DR | The Letter of Approval from the DNA ofGAR2 OK
assists it in achieving sustainable development? Peru has not been provided.
A.4.2. Will the project create other environmentalor /1 DR Yes. The project supplies cleaner energy OK
social benefits than GHG emission reductions? from the grid to meet the energy demand, and
in particular meets the foreseen growing
energy demand. Besides that, end users will
benefit from a tariff reduction.
B. Project Baseline
The validation of the project baseline establisivesther the
selected baseline methodology is appropriate anetiér the
selected baseline represents a likely baselineasen
B.1. Baseline Methodology
It is assessed whether the project applies an gpate
baseline methodology.
B.1.1. Does the project apply an approved methodolagy/1/ DR  Yes - The project applies the approve@tl = OK
and the correct version thereof? baseline methodology AM 0045 - “Electtic

Energy Transmission and Distribution”.

he

The “Tool for the demonstration and
assessment of additionality and f
methodology ACM 0002 should k&

e

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION Ref. Mov* COMMENTS Dratt | Final
oncl. ; Concl.
referenced in the PDD. The applied version
of the methodology AM 0045 should be
referenced also.
B.1.2. Are the applicability criteria in the baseline /1/ DR | Yes. The project consists of : i) the expansion OK
methodology all fulfilled? of an interconnected electricity grid (SEIN)
to isolated systems (Puerto Maldonado,
Mazuko and loads from mining in Huepetue
— Mazuko); ii) the displacement of power
generation in isolated systems by more
efficient, less carbon intensive power
generation from the interconnected grid. All
the applicable conditions are met by the
project activity: i) baseline emission factors
were estimated considering increase of
demand and remaining life of the
equipments; ii) there is not any renewable
energy based electricity generation system
within the isolated systems; and iii) all fuel
fired power plants in the isolated system will
be displaced.
B.2. Baseline Scenario Determination
The choice of the baseline scenario will be vakdawith
focus on whether the baseline is a likely scenaial,
whether the methodology to define the baselineasien
has been followed in a complete and transparentrean
B.2.1. What is the baseline scenario? /1/ DR | The baseline scenario is the expansion of the OK
actual installed capacity using Diesel as fuel.
* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS CDorgg gc')f(‘:'l
The baseline determination is transparent and
deemed reasonable.

B.2.2. What other alternative scenarios have been /1/ DR  SeeB.3.3 OK
considered and why is the selected scenario the
most likely one?

B.2.3. Has the baseline scenario been determined /1/ DR | Yes.SeeB.3.3 OK
according to the methodology?

B.2.4. Has the baseline scenario been determined using1/ DR ' See B.3.3 OK
conservative assumptions where possible?

B.2.5. Does the baseline scenario sufficiently take into /1/ DR  Yes. All relevant national and sectoral OK
account relevant national and/or sectoral policies, p0|icies, regu|ations and department rules
macro-economic trends and political aspirations? and disciplines are considered.

B.2.6. Is the baseline scenario determination compatiblg1/ DR @ Yes. OK
with the available data and are all literature and
sources clearly referenced?

B.2.7. Have the major risks to the baseline been /1/ DR | No major risks are identified for the baseline. OK

identified?

B.3. Additionality Determination

The assessment of additionality will be validatéith w
focus on whether the project itself is not a likehseline
scenario.

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

B.3.1. Is the project additionality assessed according
the methodology?

to/1/

DR

Yes. In accordance with AM0045, the
additionality of the project is demonstrated
through the Tool for the demonstration and
assessment of additionality

OK

B.3.2. Are all assumptions stated in a transparent anc
conservative manner?

)

11/

DR

Yes

OK

B.3.3. Is sufficient evidence provided to support the
relevance of the arguments made?

11/

DR

Step 1 - Identification of alternatives to t
project activity consistent with current lav
and regulations Three alternatives to tk
project activity are considered:

Alternative 1: Grid connection with isolate

electricity systems within the guarante
transmission system not undertaken a
CDM project activity; the guarantee
transmission system consists of prior
projects with public funding.

Alternative 2: Grid connection with isolate
electricity systems within the complements:
transmission system not undertaken a
CDM project activity; the complementa
transmission system consists of proje
promoted as individual initiatives from or
or more agents with no public funding.

Alternative 3: Expansion of the actu
installed capacity using Diesel as fuel.

The project was not classified as an ene

2d
ity

2d
ary
5 a
ry
cts
e

al

rgy

OK

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

priority; therefore, alternative 1 is eliminate

Step 2 - Investment analysiblet Present

Value (NPV) and internal rate of return (IR
were selected as the most suitable finan

indicators. The results of the analysis were:

For alternative 2: NPV of US$ -16,537.
and IRR -4.47%:;

For alternative 3: NPV of US$ 38.17 and IF
9.89%;

The investment analysis should be carriec
considering the budget values of the proj
at the time of project decision, and r
considering the real costs during proj
implementation. The related spreadsh
must be totally in English.

A sensitivity analysis has been carried
with regards to revenue increase by 25%
reduction in investment costs by 25%. T

d.

R)
cial

41
R

on
ect
10t
act
eet

out
and
'he

sensitivity analysis shows that without the

income from CERs sales the NPV of t
proposed project is still negative.

DNV requests an explanation about how
value of 25% in the sensitive analysis w
established.

Step 3 - Barrier analysisThe following
barriers are presented:

he

the
/as

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

a) High investment costs;

b) Insufficient demand which does n
justifies investments;

Please provide evidence that confirm t
barrier.

c) It is not mandatory for companies to inv
in electricity supply to meet demand wh
this is not financially feasible.
Please explain this barrier a little more &
provide related evidence.
None of these barriers would affe
alternative 3.

The PDD does not present a barrier anal
for the scenario presented as alternative 2

Step 4 - Common practice analysls:was

verified that government’s priorities are

focused on those projects with higk
transmission capacity. Other isolated syste
are also analyzed.

According to the Electricity Reference PI

ot
his

est
en

aind
ct

ysis

er
>MsS

an

2005 — 2014, the isolated system Bagua —

Jaén will be connected to SEIN. Ple:
consider this in the discussion of simi
options that are occurring.

1Se
ar

B.3.4. If the starting date of the project activity is bef
the date of validation, has sufficient evidence

been provided that the incentive from the CDM

11/

DR

DNV requires evidence of the project start
date and that CDM was considered

ngL210

for

OK

* MoV = Means of Verification, DR= Document Reviewr Interview
CDM Validation 2007-1784, rev. 01
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Draft Final

CHECKLIST QUESTION Ref. MoV* COMMENTS
Concl. | Concl.

was seriously considered in the decision to project’s approval.
proceed with the project activity?

B.4. Calculation of GHG Emission Reductions — Project
emissions
It is assessed whether the project emissions atedst
according to the methodology and whether the
argumentation for the choice of default factors aatlies
— where applicable — is justified.

B.4.1. Are the calculations docume_nted accordingto thg1/ DR  Yes. The emissions from the project activitgARE  OK
approved methodology and in a complete and are: those due to the electricity generatec 2—:5
transparent manner? the interconnected national grid and the; S

emissions due to possible losses in the new
installations (switches, cells and encapsulated
substations).

The combined margin emission coefficient
for the grid is determined in accordance with
ACMO0002 version 06.

The operating margin (OM) is calculated
using the “simple adjusted OM”. Local
default values for net calorific values (NCV)
of each type of fossil fuel, the IPCC'’s
oxidation factor of each type of fossil fuel
and the total electricity delivered to the SEIN

selected are deemed reasonable. The OM is
evaluated to be 0.6910 tG®IWh.

The data used for emission factor calculation

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

were obtained from the period 2003 — 20
However, according to methodology AC

05.
M

0002, version 6, for ex-ante emission factors

calculation it is required to use the f
generation-weighted average of the m
recent 3 years for which data are availabl
the time of PDD submission. It we

il
ost
o at
1S

confirmed that data of 2006 is already

available.

The local values of net calorific value, carb
content of the coal and the IPCC defe
value of carbon oxidisation factor of 10C

are used to calculate the BM. The BM i

calculated as 0.3765 tGMMWh.
It is requested to be explained in the P

how was calculated the build margi

emission factor.

The weightssOM and ®BM are selected a
0.50 and 0.50 respectively and the combi
margin of 0.5338 tCO2/MWh is calculated.

It is requested that the PDD specify whet
the Operating Margin, the Build Margin a
the Emission Factor will be calculatesk-
anteor ex-post.

on
wlt
%

her
nd

B.4.2. Have conservative assumptions been used wh
calculating the project emissions?

en/i/

DR

See B.4.1.
The data presented in section B.6.2 is the

same of the data presented in section B.7.1.

OK

* MoV = Means of Verification, DR= Document Reviewr Interview
CDM Validation 2007-1784, rev. 01
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CHECKLIST QUESTION Ref. MoV* COMMENTS Dratt | Final
oncl. ; Concl.
Section B.6.2 should provide all parameters
that are available at validation for ex-ante
calculation of emission reductions (not
estimatives) and will not be monitored.
B.4.3. Are uncertainties in the project emission estimateg/ DR @ See B.4.1 OK
properly addressed?
B.5. Calculation of GHG Emission Reductions — Baseline
emissions
It is assessed whether the baseline emissiondatess
according to the methodology and whether the
argumentation for the choice of default factors aatles
— where applicable — is justified.
B.5.1. Are the calculations documented accordingto thg1/ DR  The baseline emissions include emissions OK
approved methodology and in a complete and from the power plants connected to the
transparent manner? isolated system. The emission is estimated
taking into account the increase of the
demand over the time and the remaining
lifetime of the existing power plants.
Baseline emissions are the product of the
baseline emission factor and electricity
supplied to the isolated area by the grid in the
project activity.
B.5.2. Have conservative assumptions been used whenj1y DR @AM 0045 requires the electricity supplied to thearR3 = OK
calculating the baseline emissions? isolated system in the baseline scenario by power
generation during the last three years before the
beginning of the project activity to be basedion
historic records based on electricity meters

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS Direii gL
Concl. : Concl.
recording. This value should also be double
checked by receipt of sales / payment. Similarly,
the amount of fossil fuel consumed by each
power plant of the isolated system in the baseline
scenario during the last three years before the
beginning of the project activity must be based on
historic records.
However, it was informed that there is no
registered historical data for the electricity
generation and fossil fuel consumption used far
the generators from Mazuko and from the mines.
B.5.3. Are uncertainties in the baseline emission /1/ DR  No.SeeB.5.2 CAR3 OK
estimates properly addressed?
B.6. Calculation of GHG Emission Reductions —
Leakage
It is assessed whether leakage emissions are stated
according to the methodology and whether the
argumentation for the choice of default factors aatlies
— where applicable — is justified.
B.6.1. Are the leakage calculations documented ~ /1/ DR  Leakage emissions are calculated by the OK
according to the approved methodology and in a product of the area of land deforested and the
complete and transparent manner? carbon stock per unit area.
B.6.2. Have conservative assumptions been used whenj1;/ DR | SeeB.6.1 OK
calculating the leakage emissions?
B.6.3. Are uncertainties in the leakage emission /1/ DR i SeeB.6.1
estimates properly addressed?

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS CDorﬁg gc')f(‘:'l
B.7. Emission Reductions
The emission reductions shall be real, measurable
and give long-term benefits related to the mitigadti
of climate change.
B.7.1. Are the emission reductions real, measurable and1/ DR | The project is expected to reduce CO2 cL17  OK
give long-term benefits related to the mitigation emissions to the extent of 124 736 tCO2e
of climate change. during the first renewable 7-years crediting
period (17 819 tCO2e/year on average).
The calculation of estimated average annual
emission reductions is not correct.
B.8. Monitoring Methodology
It is assessed whether the project applies an gpiate
monitoring methodology.
B.8.1. Is the monitoring plan documented accordingto /1/ DR | According to AM0045, the following data is OK
the approved methodology and in a complete and to be monitored:
2 . . .
transparent manner: - Electricity generation from the project
activity;
- Data needed to recalculate the operating and
build margin emission factors;
- Financial and/or institutional arrangements
that could help the project to overcome
identified barriers during the crediting period.
Official information from the government
will be collected to calculate OM and BM
emission factors.
* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS CDorﬁg g(')f(‘:'l
B.8.2. Will all monitored data required for verification . /1/ DR @ Some data variables have to be archived forG19 @ OK

and issuance be kept for two years after the end of period of 2 years from the end of the

the crediting period or the last issuance of CERs, crediting period (21 years) and the PDD

for this project activity, whichever occurs later? doesn’t make any reference to that.

B.9. Monitoring of Project Emissions
It is established whether the monitoring plan pda& for
reliable and complete project emission data oveeti
B.9.1. Does the monitoring plan provide for the /1/ DR | SeeB.8.1. cL8 OK

collection and archiving of all relevant data It is not specified which option will be used

necessary for estimation or measuring the regarding the QA/QC procedures to ’be

greenhouse gas emission; within_the project applied to monitor the SF6 leakage from the

boundary during the crediting period? new equipment installed during the project
activity (direct measurements or using
technology provider information).
The monitoring frequency established for
monitoring EGy is annual; AM0045 requires
it to be hourly measured and monthly
recorded.
The monitoring frequency established for
monitoring public policies is once before the
implementation of the project; AMO0045

requires it to be at every verification.

B.10.Monitoring of Baseline Emissions
It is established whether the monitoring plan pda& for

reliable and complete baseline emission data avee.t

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS Dratt | Final
oncl. ; Concl.
B.10.1Does the monitoring plan provide for the /1/ DR | Yes.SeeB.8.1 OK
collection and archiving of all relevant data
necessary for determining baseline emissions
during the crediting period?
B.10.2Are the choices of baseline GHG indicators /1/ DR | Yes. SeeB.8.1 OK
reasonable and conservative?
B.10.3Is the measurement method clearly stated for eagly DR | Yes. OK
baseline indicator to be monitored and also
deemed appropriate?
B.10.41s the measuremertjuipmentescribed and /1/ DR | No. The methodology AM 0045 requires thegL 7 OK
deemed appropriate? following information to be provided in the
PDD:
- the inventory, the identification and the
description of the measurement equipments
used,;
- the organization implemented and the
responsibilities;
- the calibration and verification of the
measurement equipments;
- the connection of the standard equipments
to equipments of reference;
- the recording.
This information is not provided in the PDD.
B.10.5ls the measuremerntcuracyaddressed and /1/ DR | Yes. See B.10.3 OK
deemed appropriate? Are procedures in place on
* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

how to deal with erroneous measurements?

B.10.61s the measuremeittterval for baseline data
identified and deemed appropriate?

11/

DR

Yes.

OK

B.10.7ls the registrationmonitoring, measuremeand
reporting procedure defined?

11/

DR

No. See B.10.4

OK

B.10.8 Are procedures identified fanaintenancef
monitoring equipment and installations? Are th
calibration intervals being observed?

11/

DR

No. See B.10.4

OK

B.10.9Are procedures identified for day-to-day records /1/
handling (including what records to keep, storage

area of records and how to process performan
documentation)

ce

DR

No. See B.10.4

OK

B.11.Monitoring of Leakage

It is assessed whether the monitoring plan provides
reliable and complete leakage data over time.

B.11.1Does the monitoring plan provide for the
collection and archiving of all relevant data
necessary for determining leakage?

11/

DR

AMO0045 does not require the monitoring
leakage.

of

OK

B.11.2 Are the choices of project leakage indicators
reasonable and conservative?

11/

DR

See B.11.1

OK

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS Dratt | Final
oncl. ; Concl.
B.11.3ls the measurement method clearly stated for eagly DR @ SeeB.11.1 OK
leakage value to be monitored and deemed
appropriate?
B.12.Monitoring of Sustainable Development Indicators/
Environmental Impacts
It is assessed whether choices of indicators aasgrable
and complete to monitor sustainable performance ove
time.
B.12.1Is the monitoring of sustainable development = /1/ DR @ Neither AM 0045 nor the Peruvian DNA OK
indicators/ environmental impacts warranted by require the monitoring of social or
legislation in the host country? environmental indicators.
B.13.Project Management Planning
It is checked that project implementation is praper
prepared for and that critical arrangements are
addressed.
B.13.1Is the authority and responsibility of overall /2/ DR  No. The methodology AM 0045 requires thegL 7 OK
project management clearly described? following information to be provided in the
PDD:
- the inventory, the identification and the
description of the measurement equipments
used,;
- the organization implemented and the
responsibilities;
- the calibration and verification of the
measurement equipments;
- the connection of the standard equipments
* MoV = Means of Verification, DR= Document Revigw~ Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS CDorgg gc')f(‘:'l
to equipments of reference;
- the recording.
This information is not provided in the PDD.
B.13.2Are procedures identified for training of /1/ DR  The PDD does not make any reference abdgk16  OK
monitoring personnel? training and maintenance needs.
B.13.3Are procedures identified for emergency /1/ DR | Not applicable. OK
preparedness for cases where emergencies can
cause unintended emissions?
B.13.4Are procedures identified for review of reported /1 DR @ Procedures for review of reported results | gL 20 0K
results/data? have not been identified.
Procedures for corrective actions have not
been identified.
B.13.5Are procedures identified for corrective actions inj1/ DR | SeeB.135 CcL 20 OK
order to provide for more accurate future
monitoring and reporting?
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundariéisegproject are
clearly defined.
C.1.1. Are the project’s starting date and operational /1/ DR  The project starting date is 31 March 2006
lifetime clearly defined and evidenced? with an expected lifetime of 30 years.
C.1.2.1s the start of the crediting period clearly deine /1/ DR = A renewable 7-years crediting period was  Ck1i OK
and reasonable? selected, starting on 01 September 2008.
It is requested to provide a starting date of the
* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS CDorﬁg gc')f(‘:'l
crediting period that is later than a realistic
date of CDM registration. Please specify in
Table 8 on Section B.6.4 the correspondent
years.
D. Environmental Impacts
Documentation on the analysis of the environmentphcts will
be assessed, and if deemed significant, an ElAlGheuprovided
to the validator.
D.1.1. Has an analysis of the environmental impacts of /1/ DR ' DNV requires evidence of the Environmentaft12  OK
the project activity been sufficiently described? Impact Assessment.
D.1.2. Are there any Host Party requirements foran ~~ /1/ DR  The environmental impact assessment (EIA) OK
Environmental Impact Assessment (EIA), and if was approved by Resolution 106-2007-
yes, is an EIA approved? MEM/AAE.
D.1.3. Will the project create any adverse environmentaj1/ DR  No significant adverse environmenta€kd2  OK
effects? impacts have been identified during the EIA.
DNV requires evidence of the Environmental
Impact Assessment.
D.1.4. Are transboundary environmental impacts /1/ DR SeeD.13 cL12 OK
considered in the analysis?
D.1.5. Have identified environmental impacts been /1/ DR  SeeD.1.3 CL12 OK
addressed in the project design?
D.1.6. Does the project comply with environmental /1/ DR | SeeD.1.2 OK

legislation in the host country?

* MoV = Means of Verification, DR= Document Reviewr Interview
CDM Validation 2007-1784, rev. 01

A-22




DET NORSKE VERITAS

CHECKLIST QUESTION Ref. MoV* COMMENTS Dratt | Final
E. Stakeholder Comments
The validator should ensure that stakeholder contsnesive beer
invited with appropriate media and that due accduext been
taken of any comments received.
E.1.1. Have relevant stakeholders been consulted? /2/ DR | ELSE invited stakeholders for two cL13 OK
informative workshops that were carried out
in Puerto Maldonado and Mazuko.
Institutions, organizations and public in
general were invited through letters, press
notes and public information.
DNV requires evidence of the stakeholders
process consultation.
E.1.2. Have appropriate media been used to invite /1/ DR | SeeE.1.1 OK
comments by local stakeholders?
E.1.3. If a stakeholder consultation process is required /1/ DR @ SeeE.1.1 OK
by regulations/laws in the host country, has the
stakeholder consultation process been carried out
in accordance with such regulations/laws?
E.1.4. Is a summary of the stakeholder comments /1/ = DR | In Mazuko all comments were positive. In OK
received provided? Puerto Maldonado stakeholders commented
that the profits through selling CERs should
be reinvested on social projects in the region.
E.1.5. Has due account been taken of any stakeholder /1 DR = ELSE’s director in Puerto Maldonado replied OK
comments received? that any income from CER’s

* MoV = Means of Verification, DR= Document Reviewr Interview
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CHECKLIST QUESTION Ref. MoV* COMMENTS Duzii - PRI
Concl. | Concl.
commercialization has been included for
budget purposes.
* MoV = Means of Verification, DR= Document Reviewr Interview
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Table 3 Resolution of Corrective Action and Clarifcation Requests
Draft report clarifications and corrective Ref. to Summary of project owner response Validation team conclusion
action requests by validation team checklist

guestion in

table 2
CAR1 B.4.1 Calculation of the emission factor has bgen 1) The values of thermal and hydfo
The data used for emission factor calculation were done with years 2006, 2005 and 2004. The generation in 2006 are differept
obtained from the period 2003 — 2005. However, new version of the spreadsheet is attached. than the ones presented in COES
according to methodology ACM 0002, version 6, See file: EF Peru 2004-2006 (xIs). website;
for ex-ante emission factors calculation it is 2) The generation of Yuncan power
required to use the full generation-weighted plant  considered for  BM
average of the most recent 3 years for which data calculation is not correct.

are available at the time of PDD submission. It
was confirmed that data of 2006 is already
available.

Fuel consumption data has been actual
(prior data from COES did not included o
company consumption). BM input data 4
2006 generation information has be
revised. Now values of thermal and hyg
generation in 2006 are the same than
ones presented in COES website. 2). ]
generation of Yuncan power plant has b
modified.

See file: EF_Peru-2004 2006 (2) (xIs) g
since, the EF grid is part of ER calculatio

Therefore this CAR remains opened.

2&Re corrections were made accordingly.

né&herefore this CAR is closed.
nd

en

ro

the

The

ben

ns,

see file: ELSE - ER (2)
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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
guestion in
table 2
CAR 2 A2.2 The documents were sent to the audit teafthe Letter of Approval was provided.
The Letter of Approval from the DNA of Peruhas A.4.1 See file: LoA ELSE (doc) Therefore this CAR is closed.
not been provided.
CAR 3 B.5.2 Else has developed an interconnectiddnly the units with available records

AM 0045 requires the electricity supplied to the g4
isolated system in the baseline scenario by pawer

generation during the last three years before
beginning of the project activity to be based
historic records based on electricity met
recording. This value should also be dou

the
on
ers
ble

checked by receipt of sales / payment. Similgrly,

the amount of fossil fuel consumed by each po
plant of the isolated system in the base
scenario during the last three years before
beginning of the project activity must be based
historic records.

However, it was informed that there is no
registered historical data for the electricity
generation and fossil fuel consumption used fo
the generators from Mazuko and from the mine

wer

ine
the
on

project activity for isolated powerenergy generation and fuel consumpt
generators in Puerto Maldonado (propertyere considered for ER calculation.
of Else), Mazuco and Mines, but taking intgherefore this CAR is closed.

account 1) the present difficulty to collgct
complete records of historic data for all the
very small mines (ninety six - 96) and
Mazuco (very small town in the middle pf

the forest) and 2) that every one of them
will be connected to the transmission line
independently of each other, their
contribution to the emission reductions
attributable to the project activity will
taken into account (in a future and pertingnt
verification process) when the

interconnection is done (calculation uses
data at the moment of interconnection,| as
stated in the AM0045, v1). Else will haye

direct communications with every gener
willing to connect to the grid.

The generation units to be considered in|the
CDM project activity will only be the ones
with complete data for generation andjor
fuel consumption.
Demand and fuel consumption projectians
are still in the ER spreadsheet presented,
but their contribution is not considered |at

on
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

the moment of presenting this PDD

to

Validation in order to be conservative in the
estimations and consider only units wijth
complete and checked data at this stage.

When the mines and Mazu
interconnection is done, their informati

O
DN

will be used and the emission reductions

will be considered and verified.

The generation and fuel consumpti
considered at this moment are the ones

on
that

are property of ELSE (Puerto Maldonado)
which has complete and validated records

of generation and fuel consumption for

he

past 3 years at the moment of validatjon
Taking into account that the project expects
to be implemented by September 2008 |the

data used

is correct, but in case the

interconnection is done in 2009 data for

Puerto Maldonado will be updated.
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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
guestion in
table 2

CL1 B.1.1 The “Tool for the demonstration apnA&CMO0002 should be referenced in sect
The “Tool for the demonstration and assessment assessment of additionality” and th8.1.
of additionality and the methodology ACM 0002 methodology ACMO0002, and the applieflatest version 4 of the additionality to
should be referenced in the PDD. The applied version of the methodology AM 0045 arghould be used.
version of the methodology AM 0045 should |be referenced in the new version of the PDD. 11 orefore this CL remains opened.
referenced also.

ACMO0002 is referenced in section B.1. |i ; ;

the new version of the PDD. ThlabK’ this CL s closed.

additionality tool used and referenced is the

version 4.
CL2 Changes are provided in the new version ©his CL is closed.
According to the Guidelines for completing the the PDD.
Project Design Document:
a) section B.6.1 should describe how the
procedures are applied to the project activity and
also the equations that will be used in calculating
emission reductions.
b) section B.6.3 should provide a transparent|ex-
ante calculation of all relevant equations provided
documenting how each equation is applied.
CL3 B.3.3 A barrier analysis is presented in the negk, this CL is closed.
The PDD does not present a barrier analysis fqr version of the PDD
the scenario presented as alternative 2 — “Grid
connection of isolated electricity systems with the
complementary transmission system not
undertaken as a CDM project”.
CL4 B.3.3 The interconnection of the isolated systeiscussion was presented accordingly.
According to the Electricity Reference Plan 2005 Bagua — Jaén is considered in theherefore this CL is closed.
- 2014, the isolated SyStem Bagua — Jaén will be discussion of similar options that re
connected to SEIN. Please consider this in|the 61
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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
guestion in
table 2

discussion of similar options that are occurring. ccuwring in the new version of the PDD.

Also see: Jaen bagua (doc)
CL5 B.4.2 Changes are provided in the new version™ie monitoring frequency of each variable
The data presented in section B.6.2 is the same of the PDD. must be clearly stated in section B.7.1.
the data prgsented in section B.7.1. Sectlc_)n B.6.2 Therefore this CL remains opened.
should provide all parameters that are available at - — -
validation for ex-ante calculation of emissibn EG, - Data will be measured every 19he  monitoring  frequencies  wefe
reductions (not estimatives) and will not be minutes and aggregated hourly, monthistablished as required.
monitored. and yearly. Therefore this CL is closed.

MSF6,y > There will be a constant contrpl

of the pressure gauges that monitor [the

variations of SF6, in case of leaks (evident

when there is a change in the pressure

levels above the limits established).

Public policies> Will be monitored af

every verification

Dy,~> Directly measured every 15 minutes.

Every month these values are used for|the

monthly invoices.

S,» = Calculated as stated in methodolggy

AMO0045 version 1.1 every year (or for|a

monitoring period).

TL -> Wil be measured through the

balance of energy and a power flow. The

balance of energy is done monthly and the

model, once a year.
CL6 B.4.1 Changes are provided in the new version™ie new version of the PDD clearly
It is requested that the PDD specify whetherthe the PDD. determines that the emission factor will be
Operating Margin, the Build Margin and the calculatedex ante
Emission Factor will be calculatezk-anteor ex-
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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
guestion in
table 2

post Therefore this CL is closed.
CL7 B.10.4 | Measurement equipments used in thgformation were provided as required.
The methodology AM 0045 requires the following g 19 7o | Project activity is listed in Annex 5 of therparefore this CL is closed.
information to be provided in the PDD: B.10.9 new version of the PDD. Also see: “Ob-
- the inventory, the identification and the B.131 Electromecénicas-San  Gaban”,  “Qb-
description of the measurement equipments used; ~ %" Electromecénicas-SE. Puerto” and “Ob-
- the organization implemented and the Electromecanicas-SE.Mazuko” (xIs) to see
responsibilities; the original list of equiptmets and “Paite
- the calibration and verification of the 01 Suministro” (doc) for description of
measurement equipments; equipment.
- the connection of the standard equipments to The orgt?lr)tl_zatlon mplen:egt_edA and hef
equipments of reference; the now version of the PDD. |
' the_ recordl_ng._ . . Calibration and verification of th
This information is not provided in the PDD. measurement equipments, and the necessity

to connect to equipments of reference will

be contemplated in the procedures

described in the new version of the POD,

and is stated in the description of the

variable it monitors.

The recording is contemplated in the

monitoring plan in the new version of t
PDD.

ne

CL8

It is not specified which option will be use
regarding the QA/QC procedures to be applie
monitor the SF6 leakage from the new equipn
installed during the project activity (dire
measurements or using technology provi
information).

B.9.1
2d

1 to

ent

ct

der

Changes are provided in the new versio
the PDD. In order to monitor the Sk
leakage from the new equipment instal

during the project activity the PP colleg
the information through direg
measurements.

Changes are provided in the new versior

n@brrections were considered accordingly
-G herefore this CL is closed.

ed

ts

t

of
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Draft report clarifications and corrective Ref. to

action requests by validation team checklist
guestion in
table 2

Summary of project owner response Validation team conclusion

The monitoring
monitoring EG is annual; AM0045 requires it 1o
be hourly measured and monthly recorded.
The monitoring

to be at every verification.

frequency established for

frequency established for
monitoring public policies is once before the
implementation of the project; AM0045 requires it

the PDD. Data will be measured every |15
minutes and aggregated hourly, monthly
and yearly.

Changes are provided in the new version of
the PDD. The monitoring frequency
established for monitoring public policies|is
at every verification.

CL9

It is requested to specify the date of completibn o
the application of the methodology to the project

activity in Section B.8.

Changes are provided in the new version 0K, this CL is closed.
the PDD.

CL 10

DNV requires evidence of the project starting date
and that CDM was considered for projegt's

approval.

B.3.4

Electro Sur Este S.A.A. (ELSE), as statddhe project starting date must be update
in the PDD, is a distribution company witlihe PDD, section C.1.

capital majority from FONAFE (FondpTherefore this CL remains opened.
Nacional de Financiamiento de la Actividad

Empresarial del Estado - National Fund| of

Financing Government Activities) in whigh

Peru’s government has a capital majority

share. This is why ELSE has to have the

approval of the Economy and Finance

Ministry trough the National System
Public Investment (SNIP, by the Acronyms
in Spanish) even when ELSE is ruled by a
private regime and its expenses,
investments and projects are to be covered
only by profits from its own activitie
(assessed at private prices).

After the pre investment studies (feasibiljty
study in this case), where the project
activity is assesses, one requirement tg go

din
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

forward with the project activity is the

approval of the Economy and Finan
Ministry (assessed by law at social price

This approval is officially communicated {o
the Energy and Mines Ministry. Only after

ce
S).

this approval a company can really decide

to implement or not the project activity,

taking into account the economic indicators

and its internal policy. If it is decided
implement the project activity, they pass

(0]
to

the investment phase, where is developed

the final study, which is used to determ
the final technical data and costs of

project activity (in this study, differences
from the feasibility study may occur, when

these are too big, the project may not
developed). Finally the project passes to
construction stage.

ne
he

be
the

With the entire law requirements approved,
and taking into account social benefits and

the sensitivity analysis which includes

CERs incomes, ELSE decides to
forward with the project activity an
ordered the develop of the Final Stu
(investment phase) which is the s
previous to the construction stage.

go
d
dy
ep

For the present project activity, the
feasibility approval is considered the start
date of the project activity in order to be
conservative, since the final study started

soon after this approval).
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

The approval of the project was Mar,
31st, 2006.

See file: Start Date Else (doc)

The CDM factor was considered at the

moment of evaluation of the project activ
before the start date. At the moment
developing the feasibility study, CERs we
taken into account.

See original file: “Formatos-MEBk v2
Evaluacion economica — From Feasibil
Study” (xIs), specially spreadsheet F
and F-09.

There was a CDM study of th
interconnection project activity before t
start date with the title: “Estudio sob
bonos de carbono para la Linea

Transmision San Gaban Pue
Maldonado” (Study on carbon bonds f
Transmission Line St. Gaban Pue
Maldonado). The final version wa
presented on January 2006.

See file: Informe_Final ELSE-Lucho
(doc)

The project starting date has been upd:
in the PDD, section C.1. The start date
the CDM project activity is March 315
2006 and the project activity will sta
operations on 01/09/2008 approximately.

ty
of
re

ity
07

re
de
rto
or
rto
1S

Ated

dhe project starting date was upda
taccordingly.

rtTherefore this CL is closed.

ted
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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

guestion in

table 2
CL11 _ _ C.1.2 Changes are provided in the new version®K, this CL is closed.
It is requested to provide a starting date of |the the PDD. The crediting period is considered
crediting period that is later than a realisticedat since 2008, even when the project activity
CDM registration. Please specify in Table 8 |on will not operate the entire year. The
Section B.6.4 the correspondent years. crediting period, will only start as soon as it

is officially registered as a CDM activity

CL12 D.1.1 The official approval document for theEvidences were provided to DNV

DNV requires evidence of the Environmental 54 5,

Impact Assessment.

D.1.5

Environmental Impact Assessment
attached. See file: EIA (doc).

The complete EIA presented to the au
team is also attached. See original files:

“EIA O Introduccién”

“EIA 1 Descripcion del Proyecto”
“EIA 2 Marco Legal e Instituciona”
“ElA 3 Linea Base Ambiental”

“EIA 4 Identificacion de
Ambientales”

“EIA 5 Plan de Manejo Ambiental”

“EIA 6 Conclusiones y Recomendaciones
“EIA Anexo A San Gaban”

“EIA Anexo B San Gaban”

“EIA Anexo C San Gaban”

“EIA Anexo D Inf. Eval. Arqueologica”
“EIA Bibliografia”

“ElA caratula”

“EIA Indice”

Impacto

isatisfaction.

Therefore this CL is closed.
dit

Uy

]

“EIA Panel Fotografico”
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Draft report clarifications and corrective Ref. to Summary of project owner response
action requests by validation team checklist

guestion in

table 2

Validation team conclusion

“EIA Resumen Ejecutivo”
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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
guestion in
table 2

CL13 E.1.1 The DNA has assessed and approved Ewidences were provided to DNV[s
DNV requires evidence of the stakeholders stakeholder process consultation developsatisfaction.
process consultation. by ELSE. Physical documentation has begmerefore this CL is closed.

checked at the visit of the audit team.

Evidence of the communications, assistance

and accords presented to the audit team are

attached. See file: Stakeholder consultatipn
CL14 Changes are provided in the new version Bhis CL is closed.
According to the Guidelines for completing the the PDD.
Project Design Document the title of Annex 3
should be “Baseline Information”.
CL15 Changes are provided in the new version Bhis CL is closed.
The PDD has to be presented in English. The the PDD.
Spanish parts of the PDD are requested to be
removed/translated.
CL 16 A.3.3 Is establish in the new version of the PDDraining and maintenance needs g@re
The PDD does not make any reference aboutg 13, | the training and maintenance requiremenhtsidressed in the new version of the PDD|.

training and maintenance needs.

that is why is stipulated procedures

maintenance of equipment a
identification of training needs to enal
operational staff to meet the needs of
project and the monitoring plan.

Else has experience in distribution
electricity but do not have experience in
project like the present one (size 4
localization of the transmission line, ne
modern equipment, etc.) nor CD
procedures.

At the moment of presentation of the PD

0Jherefore this CL is closed.
h

le
the

Dl

personnel have received training for the
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

implementation of the project activit
(which is in construction) and operation g
maintenance staff will receive trainin
during the month of experiment
operation.

See file: Training — Contract
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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
guestion in
table 2

CL 17 B.7.1 Changes are provided in the new versiop@K, this CL is closed.
The calculation of estimated average annual the PDD.
emission reductions is not correct.
CL 18 B.4.1 The explanation of how the BM wa€K, this CL is closed.
It is requested to be explained in the PDD how calculated is in the new version of the PDD.
was calculated the build margin emission factof.
CL19 B.8.2 Changes are provided in the new version@K, this CL is closed,
Some data variables have to be archived for a the PDD.
period of 2 years from the end of the creditjng
period (21 years) and the PDD doesn’'t make fany
reference to that.
CL 20 B.13.4 | Is establish in the new version of the PDBPhe PDD establishes procedures for project
Procedures for review of reported results have not g 13 g that before the start of the crediting periogview and corrective actions.
been identified. of the project activity, different procedure§arefore this CL is closed
Procedures for corrective actions have not been will be implemented / adapted, included the '
identified. ones related to review of reported results

and corrective actions since ELSE |is

implementing the ISO9001 management

system.
CL21 A3.1 According to the feasibility studyEvidences were provided to DNVl|s
DNV requests an explanation about how transmission losses are estimated at | thatisfaction.
transmission Iqs;es were taken into account foy moment of evaluation of the project. Lossesherefore this CL is closed.
the project activity. are estimated to be around 3.6% which is

considered acceptable. See doc: Losses|Else

(doc)
CL 22 B.3.3 Isolated systems, that are not in [tAde economic  assessment clearly
One of the barriers presented states that eveptuall guaranteed transmission system where| ttlemonstrate that the project activity is not
the demand for electricity could not be big enotyigh government helps the implementation |dinancially atractive.

to justify the investments. DNV considers this
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

very unlikely to happen. Please provide eviden
that confirm this barrier.

ce

projects, do not interconnect to the g
because the costs (transmission line) are
covered by the incomes (from the dema

of electricity) and savings (fee, tolls form

energy distribution and baseline cos
making the projects economica
unfeasible.

This is a barrier for many rural electrici
projects which have small energy dema
and are far away from the grid.

An example is the present project activ
which even counting the baseline saving
not economically attractive.

The proposed project activity wi
interconnect an isolated system located

km form the grid and considers the demand

grow in the assessment of the project.
these conditions the economic assessr
shows that the demand for electricity w
not be big enough to justify th
investments.

riiherefore this CL is closed.
not
and

S),
ly

ty
nds

ity
is

|
P25

In
nent
ill

e

CL 23
The barrier that states that it is not mandatory fj
companies to invest in electricity supply to mee
the demand when this is not financially feasible
does not seem very clear. Please explain this
barrier a little more and provide related evideng

B.3.3

—~ O

e.

The Electricity Concessions Law states

the company has to supply electricity fon the PDD.

the people into their concession, this
currently done by ELSE (representi
economic losses in Puerto Maldonad
This is the reason why the Base Line
site generation) would not disappeatr.

According to Article 79°, the profitability g

HaNV requests this discussion to be inser

iPherefore this CL remains opened.
19
0).

on

—

the project should be evaluated at a 1

2%
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

discount rate (in private prices), but the |

do not order in any article the
implementation of projects below a 12%
profitability margin inside the concessign.
This is why a private company may or may

not develop a project if this has an indic

AW

tor

below 12%, i.e., the company may chogse
to invest the money in the energy project or
in other investment alternative. ELSE
decides to go forward with the project
activity_because they take into account the

social benefits and the sensitivity anal
which includes CERs incomes

is

See file: “Ley de concesiones eléctricas y
reglamento” (Electricity concessions law

(pdf).

This discussion has been inserted in |th§< this CL is closed.

new version of the PDD.
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Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

CL24
DNV requests an explanation about how the v3
of 25% in the sensitive analysis was establishe

B.3.3
lue

d.

In order to develop a more stand
sensitive analysis, it has been done
analysis with + 10% range as recommen

by the approval system guidelines. See filachieved.

“Investment analysis” (xIs) and “Sensitivi
analysis” (doc).

The required sensitivity analysis has bé
incorporated in the new version of f
PDD. Also see file: Investment analysis
(xIs), Operacion y Mantenimiento (doc) a
Sensitivity analysis (2) (doc).

ahowing at what deviation the benchmarl
dedbssed and the likelihood of that bei

YTherefore this CL remains opened.

P sensitive analysis was
NGccordingly.
" herefore this CL is closed.

attlis required to develop a sensitive analysis

conducted

CL 25

The investment analysis should be carried on
considering the budget values of the project at
time of project decision, and not considering th
real costs during project implementation. The
related spreadsheet must be totally in English.

B.3.3

the

11

The investment analysis has been carrie
considering the budget values of the proj
at the time of the star of the project activi
which is 13.4 million USD (feasibility
study).

The related spreadsheets are totally
English.

See file: “Investment analysis” (xIs) and t
source of information: “Anex- E
Formatos-MEF-ok  v2 Evaluacid
economica — From Feasibility Study” (xIs

The Peruvian
Ministry (MEF) have sent a communicati
regarding the evaluation requirements
the projects in the National Publ

Economy and Financ'g‘

doNV requires the following evidence th
econfirms the values used in the investm
hanalysis:

- Electric tariffs;

- Direct costs of LT-66kV Mazuko
Puerto Maldonado Tramo I

- Energy purchase costs;

- Combustibles costs
scenario);

- Demand analysis.
Therefore this CL remains opened.

(baseli

)ﬁll parameters considered in the investm

i @pproved.

Investment System (SNIP). They inforln:f herefore this CL is closed.

that the national legislation demands

an
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DET NORSKE VERITAS

Draft report clarifications and corrective
action requests by validation team

Ref. to
checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

evaluation of technical and methodologi
aspects and parameters used in the prg
They also had to take into account legal

institutional aspects related to t

formulation and implementation. The ME

only approves the projects that have pas
all the technical and legal requireme
established by law.

This approval is officially communicated

the Energy and Mines Ministry, which emit

another official communication to th
project developer (document previou
attached).

cal
ject.
and
he

F
sed
nts

[0

e
5ly
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APPENDIX B
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CERTIFICATE OFCOMPETENCE

Felipe Antunes

Qualification in accordance with DNV’s Qualificaticcheme for CDM/JI (ICP-9-8-i1-CDMJI-i1

GHG Auditor: Yes
CDM Validator: Yes JI Validator: --
CDM Verifier: -- JI Verifier: --

Industry Sector Expert for Sectoral Scope(s): -

Havik, 30 October 2007

Nchae!  lohws--

Michael Lehmann
Technical Director, International Climate Changer8ee

Anu Chaudhary

Qualification in accordance with DNV’s Qualificaticcheme for CDM/JI (ICP-9-8-i1-CDMJI-il

GHG Auditor: Yes
CDM Validator: Yes JI Validator: Yes
CDM Verifier: -- JI Verifier: --

Industry Sector Expert for Sectoral Scope(s): -
Technical Reviewer for (group of) methodologies:

ACMO002, AMS-1.A-D, AM0019, AM0026, Yes
AMO0029, AM0045

Hoavik, 26 September 2007

o Hihael  lhne--

Einar Telnes Michael Lehmann
Director, International Climate Change Servicer Technical Director
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CERTIFICATE OFCOMPETENCE

Michael Lehmann

Qualification in accordance with DNV’s Qualificaticcheme for CDM/JI (ICP-9-8-i1-CDMJI-i1

GHG Auditor: Yes

CDM Validator: Yes JI Validator: -
CDM Verifier: Yes JI Verifier: -
Industry Sector Expert for Sectoral Scope(s): Sectoral scope 1, 2, 3

Technical Reviewer for (group of) methodologies:

ACMO0001, AM0002, AM0003, AM0010, Yes AMO0023 Yes
AMO0011, AM0012, AMS-III.G

ACMO002, AMS-I.A-D, AM0019, AM0026, Yes AMO0024 Yes
AMO0029, AM0045

ACMO003, ACM0005, AM0033, AM0040 Yes AMO0027 Yes
ACMO0004, ACM0012 Yes AMO0030 Yes
ACMO0006, AM0007, AM0015, AM0036, AM0042 Yes AMO0031 Yes
ACMO0007 Yes AMO0032 Yes
ACMO0008 Yes AMO0035 Yes
ACMO0009, AM0008, AMS-III.B Yes AMO0038 Yes
AMO0006, AM0016, AMS-I1II.D, ACM0010 Yes AMO0041 Yes
AMO0009, AM0037 Yes AMO0034 Yes
AMO0013, AM0022, AM0025, AM0039, AMS- Yes AMO0043

lI.LH, AMS-IIL.I

AMO0014 Yes AMO0046

AMO0017 Yes AMO0047

AMO0018 Yes AMS-II.A-F, AM0044 Yes
AMO0020 Yes AMS-IILLA Yes
AMO0021, AM0028, AM0034, AM0051 Yes AMS-IILE, AMS-III.LF Yes

Hoavik, 5 February 2007

Z 2= il (hne-

Einar Telnes Michael Lehmann
Director, International Climate Change Services Aeical Director
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