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Development of PIN or PDD by companies participating in the ONUDI
project
October 2007, Mexico City

Third Progress Report

This Third Progress Report refers to the draft submission of five (5) Project idea Notes
(PINs) and one Project Design Document (PDD) for review by UNIDO with full text of
project proposal in the PIN/PDD format.

During this period of PIN/PDD preparation, CESPEDES has provided information and
supported companies in the development of the documentation, application of CDM
methodologies and advice of additional CMD items required.

1. Participating companies in the preparation of PIN/PDD
From the 11 companies participating in the CDM workshop on April, only 5 companies
undertook the preparation of the PIN or PDD.

The rest of the companies have reported that they do not have enough information for
the development of the PIN/PDD, additionaily that top management do not allow to
deviate priorities from personnel responsibilities and do not give time for the preparation
of the PIN/PDD. Some other companies, do not identify potential project as CDM.

The companies participating in the preparation of PIN/PDD:

Name of company Sector
1, Colgate Palmolive Chemical
2. Envases Universales Chemical
3. Gas del Atlantico Transportation of natural gas
4. Grupo Modelo Brewery
5. Sicartsa Iron and steel

There was another company interested in preparing their own document to receive
feedback from international experts, and thus it is submitted in the present report.

2. Preparation of the PIN/PDD documents

The development of the PIN/PDD started May and during this process it was identified
some steps:

To define in a detail manner the project identified.
Look for technical aspect to fulfill PIN/PDD format
Identify any approved methodology to be applied
Application of the additicnality tool

PN~

During each step, companies face some difficulties and in some cases it was turninto a
barrier to fulfil ail the format of the PIN or PDD.
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The difficulties expressed by companies were the follow:

After the evaluation of the additionality, it was identified that the project idea identified
was not additional.

Companies that undertook the preparation of a PIN founded that the ONUD! PIN
format was in more detail that the conventional PIN format, for more detail see Annex
1, and it result in time consuming learning about the additional aspects and lack of
information.

Most of the companies have difficulties in the cost analysis because of the lack of
information regarding cost of the project. To have it, it is necessary a previous
contact with technology provider.

Some companies did not allow including specific information in the PIN or the PDD
because of confidential aspects.

A contract of confidentiality was asked to be part of the ONUDI project. Grupo
Modelo asked for it and all the information of the PIN is confidential.

For two project were not identified approved methodology to be applied.
Understanding and application of the methodologies and the additionality tool.

For the cost analysis using the COMFAR system, it was necessary a detailed cost
analysis. And companies decided to not provide of it.

For some projects there were no approval methodologies. However because of the
interest of the company on getting a PIN of the project, one company decided finish
the PIN.

3. PIN/PDD Prepared

Company Pin/PDD | Type of Project Name of Project

Colgate Palmolive | PDD Energy efficiency Emission reduction through a

cogeneration system

Gas del Atlantico PIN Energy efficiency in Reducing GHG by increasing the Power

vehicles train Efficiency from a Suburban
Delivery Fleet operating on LP Gas, in
Veracruz, Mexico

Grupo Modelo PIN - Energy efficiency Vapar and Electricity Generation from
Bagasse Used as Fusl

SICARTSA Lazaro | PIN Energy efficiency Generation of electricity through the

Cérdenas combustion of waste gases from the

Blast Furnace (BF) and Basic Oxygen
Furnace (BOF) at steel mill.

SICARTSA Lazaro | PIN Energy efficiency GHG emissicns reductions by the
Cérdenas installation of a Coke Dry Quenching

System at Steel iacility.

Envases PIN Energy efficiency GHG emission by energy efficiency
Universales improvement through the replacement of

a Drying Oven in metal sheet lacquering
operations
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14. Company assessment in the experience of the own preparation of a PIN/PDD
document

The experience of the own preparation of the PID/PDD was evaluated by companies,
finding the follow: )

A) Companies identify the main barriers on the own preparation of the PIN/PDD
document. And most of the companies undertook the preparation of it with a broad lack
of information.

4 Jd - R - ) A o

Steps were 3
Barriers are 5 |

Bigger ;] /
0 .

Understanding CDM Technical design Lack of info. High difficulty preparing
PIN PDD

B) Main Barriers identified

Technological barriers

40% New technology and not proved at large scale

20% There was not founded the new technology searched
20% Lack of local suppliers

20% Lack of technical know-how

Financial barriers

30% It is difficult to asses intangible benefits for the
approval of the project

27% Difficult access to financial for projects

18% Very high inversions

18% Energy saving benefits sub estimated

Human resources barriers

29% Technical capacity for Management of CDM projects

21% Lack of a climate change strategy to detonate
mitigation actions

21% Men-hours required for the project

14% Top manage commitment

14% Institutional barriers to change
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5. Lessons learned

1. Capacity building for companies for preparing their own PIN/PDD it is the bigger
output, it has allow more understanding for companies in the topic and even
more, in the development of technical, cost and environmental analysis.

2. Getting experience on the identification of a CDM project, in the identification of
the correct methodology and its application and the additionality assessment, id
the other important output of the project.

3. The application of the methodology was an excelient opportunity for project
evaluation.

4. The assistance for application of the methodology was necessary in some cases.

5. A bigger commitment from top management wilt decrease some barriers to get
specific technical aspects and cost analysis.

6. In order to have better results, it is necessary to require time for the development
of the PIN or PDD, additional to get more detailed information (technical data)
regarding the actual situation, the activity or situation that would happened
otherwise the project activity.

Name of Project Lessons learned by individual projects
Emission reduction through a Even it is a small project, energy efficiency is fundamental for
cogeneration system companies to increase compastitiveness and energy savings.

Cogeneration system is a potential activity for CDM.

Reducing GHG by increasing the Transport project has many barriers due to the lack of

Power train Efficiency from a approved methodology.

Suburban Delivery Fleet operating

on LP Gas, in Veracruz, Mexico Due to the high global emission related to transport, should be

promoted more methodologies to encourage the registration of
this kind of activities.

Vapor and Electricity Generation Renewable energy project will have great potential for CDM.
from Bagasse Used as Fugl )

Generation of electricity through the | Even though the cost of the project is lack, it is known that the
combustion of waste gases from the | cost is very high and would not have happened in the absence
Blast Furnace (BF) and Basic " | ofthe CDM.

Oxygen Furnace (BOF) at steel miil.

GHG emissions reductions by the Even though the cost of the project is lack, it is known that the
installation of a Coke Dry Quenching | cost is very high and would not have happened in the absence
System at Steel facility. of the CDM.

GHG emission by energy efficiency It could be a potential project for COM, but the lack of
improvement through the information limits the additionality analysis.
repiacement of a Drying Oven in
metal sheet lacquering operations
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Annex 1

Main difference between Conventional PIN and ONUDI Format

Topic

Conventional PIN

ONUDI Format

D. General
project
Information:
D3)
Technical
aspects

The deseription for the technology to be
employed is asked in general terms.

Comment: based on a general
description of the technology it allows to
technicat experts identify whether the
project activity reduce GHG emissions
additional to business as usual without
specific information regarding the
equipment capacity. It can be use of
thumb rules for the calculation of the
emissions. Also a general description of
the technology proposal may aliow
identifying leakages, baseline scenario
and the identification of a specific
approved methodology.

ltis asked for detail technical description including associated
risk, contract and permits, operational risks, etc.

Comment: A general description of the technology means a
previous contact with technology provider, for technical aspecis
such as capacity of the equipment, energy input and output; it
could be time consuming until a technology proposal is
presented to company.

E. Financial
aspects

- Ask for general cost of the project,
implementation cost, operational cost,
revenues, for a simple finance analysis.
And ask for a general planning lifetime of
the project.

Comment: for a PIN a simple const
analysis of the cost of the projects and
the revenues could give idea to identify
whether the project is additional or not.

- Ask for figures and explanation of calculation of cost of
project, implementation cost, operation al cast, revenues of the
project.

- The section E2 asks for detailed information about the
scheduie of the project, periods of preparation, construction and
other important milestones.

Comment: Some times companies have not contact the
technology provider because the project it is still an idea, the
technology provider is foreigner or it is still in early evaluation
belore top management have asked for evaluation,

F. Emission
reduction
estimations

As for the baseling scenario identified
and an estimation of the emissions
reductions.

Comment: foraPINitisnota
requirement for the estimation of the
emission using an approved
methodology.

Ask for specific information and briefly explanations of:
F2 Project boundary
F3 Project emissions
F4 Baseline emissions and scenarios using a methodology
F5 Leakage emissions

Comment: The application of an approved methodotogy is time
consuming and require of expertise, thus reguiring additional
support for it. Even more, it is necessary the technical output
description of the project to do it.

H. Additional
and
sustainable
aspects

There is not a section for addicionality
aspects it is focused only an the
environmental, social and economic
bensfits.

Ask for the demonstration of the addicionality, it needs a briefly
explanation of how and why the project is additional and
theredore not considered as Baseling scenario.

Comment: it is an interesting analysis of the project to confirm
that it would not have happened with out the CDM mechanism,
but the application of the additionality tool to define the
additionality of the project is time consuming and reguire of
expertise.
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CLEAN DEVELOPMENT MECHANISM'
PROJECT DESIGN DOCUMENT FORM (CDM-PDD)
Version 03 - in effect as of: 28 July 2006

CONTENTS
A General description of project_activity
B Application of a baseline and monitoring methodology
C Duration of the project activity / crediting period
D. Environmental impacts
E. Stakeholders’ comments
Annexes

Annex 3: Maonitoring plan
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Emission reduction through a cogeneration system
Version 1
October, 2007

Cotgate-Palmolive is a health care company. The company offers a wide range of products for bucal and personal care like
toothpaste and shampoo and preducts focused on facilitate the house and cioth cleaning. The plant is focated in meiropelitan DF
and purchases electricity from the grid.

Colgate Palmolive has been operating in Mexico for more than 80 years having the Jeadership in the figfld. The proposed project
 activity consists of the installation of a cogeneration system that would consume natural gas and generate heat and electricity for
own consumption and to supply heat demand of their plant.

The project activity will avoid the consumption of fossil fuel for heat generation; instead it will be produce in site the entire power
requirement of the facility by a cogeneration system and the heat demand required by the plant. To support the power demand

during maintenance period, it is considered to contract with CFE for supporting service - that is, to consume elactricity from the
grid.

Energy efficiency and cogeneration lead to environment, economic and the social benefits, The project will encourage energy
efficiency in the industrial sector and as consequence improve the air of the city.

r A.3.  Project participants:

Colgate Palmolive México
Manufacturing organization
Presa La Angostura 225

Col. Irrigacion

C.P. 11500

México D.F.

Tel: 5626-7443

Joaquin Cardoso@colpal.com

|:A.4. Technical description of the project activity:

To Stack

The project invoives the installation of a
cogeneration system which includes a

& Topsthe

compressor and a turbine produced by |

Caterpillar Company. The system use s Fum 12 ptamErts. copae oruimesion
natural gas as a fuel o produce power for THOM se 19 Yemerm s o
on-site use and steam generalion. I Sl 'Y::.‘.’::;.

Additionally, it includes a boiler to add the
characteristics of the steam required by the
process. I consumes additional natural gas

M kglan

2
Filar ¢
Separstns

(1) TAURUS S0.73015

) AT WoRagm
FEenerator

EN

Gross Dupue [At Tite
SPetiied Contitions)

150 Rating - 5500 kw

Fuel Flowfs) beied an LOWer Heating

Note FotEstumating Purposss anly
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for it. The follow figure illustrates the design of the gystem:

The cogeneration system will be located in the COLGATE’s plant, located in the western side of the metropalitan area, the
following picture shows the area in Mexico City.

B

J

ETRITG FEDERAL 5, | 20 -

I Adll Host Party(ies): I
Mexico '

| Ad.1.2. Region/State/Province etc.: |
Federal District

| A4.13. City/Town/Community etc: J

Miguel Hidalgo Zone

A4d.1.4. Detail of physical location, including information allowing the ’

The plant is located in the capital of the country; Mexico City has been described as the "biggest” city in the world. In reality, with
over 20 million population and an area covering approximalely 800 square miles it is probably one of the most densely
populated.

The city is the most important economic, industrial and cultural center in the country, the metiopolitan zone incorporates 58
adjacent surrounding municipalities and its economic importance is reflected since in 2005 was ranked as the eighth richest
urban agglomeration GDP in the world.

Because of the industrial activity the poliution indicators has raised to a dangerously level. Thus, by introducing the cogeneration
" system, the total amount of fossil fugls and the electricity displaced resulting in a reduction in CO2 emissions will contributes to
sustainable development objectives focused on air benefits.

r A.4.2. Category (ies) of project activity: J

Sectoral Scope 4. Manufacturing industries
Demand side energy efficiency improvement through cogeneration
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‘ A.4.3. Technology to be employed by the project activity: I

tnc. Solar and Taurus Turbines. It is a cogeneration system based on a set of combined-cycle gas turbine generators that
generates electricity using a gas engine while recovering waste heat for reuse.

| A.44 Estimated amount of emission reductions over the chosen crediting period: I

The ex-ante emissions reductions are estimated to be 178, 000 tonnes CO2-equivalent over 10 years. Note that actual
emissions reductions will be based on monitored data and may differ from this estimate.

Year Annual estimation of emission
reductions (tonnes of CO;,,

2009 17,800

2010 17,800

20110 17,800

2012 17,800

2013 17,800

2014 17,800

2015 17,800

2018 17,800

2016 17,800

2018 17,800

Total estimated reductions 178,000
(tonnes of CO;, |
Total number of crediting 10 ,
years |

Annual avetage qver the 17,800

crediting period of estimated

|
|
reductions {tonnes of CO,,, |

| A.4.5. Public funding of the project activity: |
No funds from public national or international sources are involved in any aspect of the proposed project.

e ' e T

J—
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SECTION B. Application of a baseline and moniforing methodelogy

o e ko B o

AMOO014 Natural gas-based package cogeneration --- Version 4 is applied in order fo construct the baseline scenario, to
demonstrate project addicionality and to estimate the corresponding emission reductions.

B.2 Justification of the choice of the methodology and why it is applicable to the project

The methodology applicable is AM0OO14 “Naturaf gas-based package cogeneration”. This methodology was selecled since the

project activity meets the required conditions:

» The electricity and heat in the baseline cannot be generated in ancther cogeneration facilitate in the absence of the

project activity

* The cogeneration system is owned by the industrial user that consumes the heat and electricity from project

cogeneration systems

* The cogeneration system provides all or a part of the electricity and or heat demand of the consuming facility and no

excess electricity is supplied to the power grid

[ B.3.  Description of the sources and gases included in the project boundary

The project emissions depend entirely on gas input to the cogeneration system, while emissions avoided can be determined from
heat and electricity produced by the factory and the power stations respectively. Thus we need only fo estimate emissions
associated with natural gas consumption of the cogeneration system, and the emissions avoided at the industrial plant.

Additional electricity used at the industrial piant is irrelevant.

production, transport and distribution

not fuel change.

Source Gas Included Justification/Explanation
co2
Natural gas combustion in boilers CH4 Yes As in AM0O14
N20
Leakage emissions from the natural gas These is no leakage since there is
. o CH4 No
@ | production, transport and distribution not fuel change.
§ The electricity generated by the
& | Grid Electricity generation coz2 Yes project activity will replace the
' electricity generated by the grid.
Natural gas combustion in the cogeneration ggi Yes As in AM0014, due te the project
__:g- system N2O activity
E
E. Leakage emissions from the natural gas CH4 No There is no leakage since there is
[=)
a
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B.4.  Description of how the baseline scenario is identified and description of the identified
baseline scenario:

According to the AM0014 methodology, the procedure to estimate basefine emissions needs the heat and electricity output rates
of the cogeneration system in order to multiply them by an estimate of annuat operating hours. These emissicns estimates also
require the efficiency of the specific boiler whose heat output is to be substituted by the cogeneration system.

Estimation of baseline emissions:

According to the methodology used, baseline emissions include the following components:
a) €02, CH4 and N20 from combustion of fuel which provides the heat to the plant
b) CH4 leaks during production, transport and distribution of natural gas
¢} CO2from slectricity generation that is purchased from the power grid

The emissions corresponding to items (a) and (b) are proportional to the amount of fuel used.

The cogeneration system is sized to meet all the electricity requirements of the plant and pan of the heat demand, thus it is
implied a continugus operation of the cogeneration system over most of the hours in the year, corresponding to plant operation
(8000 hr).

The methodology applicable is AMO014 “Natural gas-based package cogeneration”, This methodology was selacted since the
project activity is a system which provides afl the electricity of the consuming facility and part of the heat demand and no excess
is supplied to the power grid.

The consumption of the fuel avoided in the baseline for supply of heat is determined as follow:

Annual energy consumption for heat supply at baseline plant, ABECEBF
ABECBF= CHOR * AOH - 5,5E+01 8.000,0 = 4904880 Gdiyear
eb 0,9
CHOR cogeneration system heat cutput rate (GJ/h}
AQH Annual operating hours (h/year)
eb industrial boiler efficiency (fraction, lower heating value)

In order to be conservative, a high value is chosen.
The methodology proposes a default value of-.80

Emissions from combustion of baseline fuel for heat supply are determined as follows:

CO2 emissions - RS

BEth= ABECBF * EFBF = 490488,88¢ * 0,05608 = 27.496,81 ton CO2

Where:
ABECSBF annual energy consumption for heat supply GJ/vear
EFBF CO2 emission factor of the fuel used to generate heat (56.06 kgCOZ/GJ)
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CH4 emissions.. . N T

BEeq- ABECEr _* MEF = _ 4904888° 1 - 5E-01 = 10!tonCOZe

1,E+06 1,E+06 Te st

Where: e .
ABECBF annual energy consumption for heat supply GJ/year oo -
MEF methane emission factor { 1kg CH4/TJ, Source IPCC,2008.) {.
GWP({CH4) global warming potencial = 2t

N20 emissions - - 1
BEeg= ABECBF * NEF = 4904889 * 0,1 = 5E-02 = 15[tonCQO2e,
1,E+06 1,E+06 -
Where:
ABECBF annual energy consumption for heat supply GJ/year .
NEF nitruos oxide emission factor (0.1 kg CN20/TJ, Source: IPCC,2006.) - .
GWP(N20Q) global warming potencial = 310 @

According to the procedures prescribed in the approved methodology ACMO0C2, to calculate the CO, from electricity generation
that is purchased from the power grid, the Simple OM procedure was chosen. This methed could be used because the condition
regarding low cost resources is met. The methodology requires that “Low cost resources constitute less than 50% of total grid
generation”. In Mexico the percenlage of low cost (hydro electric + wind + geothermal + nuclear) is 39.89% of the total
generation, The Combined Margin calculated for the project is

CM emission factor
(tCO./MWh)

For more information of the emission factor cajculation, see Annex 1.

05010

BEelec= CEO * BEFelec = 31.192.000 * 0501 = 15627 tonCO02
1,E+03

Where:
CEOQO= cogeneration electricity cutput (KWh/year)
BEFelec= baseline CO2 emission factor for electricity from public supply (0.5010 ton CO2/MWh}

Total Baseline emissions

#

BEtotal= 274968+ 10 + 15+ 156272 = 43.149,30 ton¢02

B.5. Description of how the anthropogenic emissions of GHG by sources are reduced below
those that would have occurred in the absence of the registered CDM project activity (assessment
and demonstration of additionality): >>
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The project boundary covers CO. emissions associated with the production of heat and electricity that are offset by the output of
the cogeneration system. This package is additional and the installation would not happen in the absence of CDM since the
baseline scenario would be as following:

®  Electricity: The industry will continue to purchase the electricity from the grid to meet the power demand of
the plant independently of which of options of baseline scenaric applies.

s Heat. The heat demand of the industry will also be provided by boilers at the industrial plant. If the industry
were 1o undertake improvements in boiter efficiency, either through retrofit or through replacement, the
natural gas consumption needed to provide the heat output

The proposed project is additional respect the results from the application of the addicionality test.

There are two options for determination of addicionality. Option 2 was chosen and since the project is a case which includes a
self owned cogeneration package, a technological and institutional barriers analysis was applied.

1. Tschnelogical barriers

There is a low marke! of cogeneration and deficient infrastructure to suppert installation and maintenance of such systems. The
proposed cogeneration technology will provide heat and electricity to Colgate industrial facility is and advanced altemative of
energy generation in comparison with the current practices of purchasing electricity from the grid, and use fuel to generate the
steam demand for the processes. Therefore the project activity faces a technological barrier.

Cogeneration systems don’t have a significant presence in the industrial sector at most of the developing countries like Mexico.
Although Mexico has analysed its cogeneration potential it has not been realized. With data from the National Commission for
Energy Savings, (CONAEA), in the National Strategy for Climate Change i is reported that the industrial sector has a potential of
cogeneration of 8,600 MW each year equivalents to 84,000 GWh . At the moment only 7,253 GWh are operating at the made of
cogeneration (Prospeclive of electric seclor, 2006-2013). This amount of MW generated, represent 7.5% of the national potential
analyzed.

e Dangrarida Givh
Permisos Hhagabdad Pe N . &
Vigettes Cperanda Poiencizt Praducics

Toral 434 463 337,369¢ 75.390°
Antericres  Usos pregizs S50 54 1.688 1,292
@ 1382 cantinuas
Poscariores  Peocuzcidn - - an =
218952 indepencignse 21 17 a7.77a 35781

Auprbastecimientn 242 3z2 24 853 14,588

Esportacon 5 4 TZ.L81 L
Begararaciin as as 10768 @
mpostanién 3z ot A0 e

Etectricity generation. Saurce: Power sector prospective 2006-2015

As a conclusion of this test, the new technological afternative implies additional risk with respect to costs, operation and
performances, compared to the existing and common practices of buy/generate heat and electricity separately.

2. Institutional barriers

In Mexico, the Power Regulatory Commission (CRE), is the institution that approves the power generation in the private sector. It
is stated, that the cogeneration plants can ask for normal and support services and energy transmission depending on the
benefits in terms of energy efficient that can give to each project (CRE, 2007},
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There is a tariffs applicable to the project known as “Supporting service” infended to support when the power cogeneration are
not enough for the facility.

Penalties exist and are seen in terms of inflexibility of the contracts, because it is necessary to establish a support demand in
advance, and even if it is not consumed will be necessary to pay a default value plus the specific costs per KW consumed,

Therefore, purchasing the electricity from the power grid under this scheme involves additional high costs to the project that
increases the risks based on economic and financial terms, therefore the project taces instiiutionat barriers.

3. Skill barriers:

Colgate-Palmolive company does not have experience in projects of this type. To support the information a list of cogeneration
projects in Mexico was revised and the information found demonstrate that there is no related company which has perrmits or

knowledge in this specific area.

The above addicionality tests determine that the package cogeneration system proposed is additional respeciing the substantial
analysis made.

B.6. Emission reductions:
| B.6.1. Explanation of methodological choices: |

The industrial plant, where the proposed cogenerafion system is to be installed purchases electricily from the power grid and also
purchases natural gas to meet the plant's heat requirements. The project involves the installation of a “package” cogeneration
system which consumes natural gas and generates electricity and heat 1o the industrial plant. at the industrial facility because of
the heat and electricity supplied by the cogeneration system. Thus, the project involves the use of natural gas and the
methodology selected is specifically designed for package cogeneration system using natural gas.

|_ B.6.2. Data and parameters that are available at validation: ]
Data / Parameter: Natural gas
Data unit: M3
Description: Volume consumed
Source of data to be Paper and electronic record based on a spreadsheet.
used:

Value of data applied | The value is taken from the engineering study regarding the energy demand of the industrial plant.
for the purpose of
“calculating expected
emission reductions
in section B.5

Description of Will be manthly monitored and the 100% of the volume consumed will be measured from the
measurement records of the natural gas distribution company and the records registered by the company.
methods and -
procedures to be
- applied:
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QA/QC: procedures to

"-.a:

be apphed

Because of the low uncertainty these data will be used as supporting information to calculate
emission reductions for the project activity and the data will be verified by the results of the
emission calculafion.

Any_commen't:- :

Da'ta l Parameter: Electricity
Data umtm | MWh
Descriptions 1 Cogeneration energy supplied to industrial plant

-Source of data to be
—used:

Paper and electronic record based on a spreadsheet.

' Value of data applied
~for the purpose of
;icalculatmg expected

emission reductions in
-section B.5

The value is taken from the specifications of the cogeneration equipment, and expected variations
in power demand from the industrial plant, obtained in the engineering study.

Description of

- measurement methods

[ and procedures to be
-applied:

Will be monthly monitored and 100% of power consumed will be measured, also will be measured
the additional energy bought from the grid for an atypical situation if it is necessary.

-QA/QC procedures to
-be applied: ’

'| Because of the low uncertainly these data will be used as supporiing information to calculate

emission reductions for the project activity and the data will be verified by the resulis of the
emission calculation.

Any comment:

»

Cogeneration heat supplied to industrial ptant

"Data / Parameter:
Data unit: GJ
Description: Cogeneration system maximum heat cutput rale

Source of data to be
‘used:

Paper and electronic record based on a spreadsheet.

Value of data applied

for the purpose of
calculating expected
emission reductions in
section B.S

The value is taken from the specifications of the cogeneration equipment. Totaf heat output is in
MBTU and the conversion factor used is 1 Btu = 1055 J.

Description of
measurement methods
and procedures {o be
applied:

Will be monthly monitored from the heat cutput.

QA/QC procedures to
be applied:

Because of the low uncertainty these data will be used as supporiing information to calculate
emission reductions for the project activity and the data will be verified by the rasulis of the
emission calculation.

Any comment:

v )
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B.6.3 Ex-ante calculation of emission reductions:

Emission reductions are the difference between baseline and project emissions taking into account any adjustments
for leakage. Project emissions (including C02, CH4, N20) are those a priori estimations associated with natural was
consumption for the cogeneration system and the emissions of CH4 related to leakages from the production, transport
and distribution ok natural gas through the pipeline. As defined in the methodology and explained above, fugitive

emissions from natural gas production, fransport and distribution are not included since there is not fuel change.

The emission reductions are calculated as follow:

CO2 emissions
Ecs= AECNG * EFNG = 450,720 * 56.06 = 25,267.4 tonCO2
1.E+03 1.E+03
Where:

AECHNG system GJ/fyear
EFNG CO2 emission factor of natural gas (56.06 kgCO2/GJ)

annual energy consumption of natural gas in cogeneration

CH4 emissions U L
Eeg= AECNG _* MEF = 450720* 1 = 0.4507 = 9}ton COZ26"
1.E+06 1.E+08 o v

Where:

AECNG  annual energy consumption of natural gas in cogeneration syst. Gleear
MEF methane emission factor { 1kg CH4/TJ, Source IPCC,2006.) craal
GWP global warming potencial {CH4)= 21 Lo st

N2Q emissions R ]

BEeg= AECNG * NEF = 450720 * 04 = 0.04507 = 14£6ncoze_’;

Where:
AECNG  annual energy consumption of NG in the cogeneration syst, GJ/year
NEF nitruos oxide emission factor (0.1 kg CN20/TJ, Source: IPCC, 2006 )
GwWP global warming potencial (N20Q)= 310

1.E+06 1.E+06

Leakages  CO2 emissions from the waste heat boiler
1,881,927 BTu/hr
1985432985 J/hr
1.99 Giihr
0.11 ton CO2

Total project emissions

BEtotal=

252674 + 9+ 14- 011 = 2529025 {tonCO2 :
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Total project emissions= Total Baseline emissions - Total project emissions
Total Baseline emissions Total project emissions _
43.149,30 [tonC0O2 | i . 2529025 jtonCO2 -

| Emission Reduction

BEtotal= 43.149,30 - 25.290,25 = 17.859,056 [tonCOZ

B.6.4 Summary of the ex-ante estimation of emission reductions:

Emission Reduction

BEtotal= 43.149,30 - 25.290,25 = 17.859,05 [tonCOZ

l B.7 Application of the monitoring methodology and description of the monitoring plan:

The monitering methodology is based on the approved monitoring methodology AM0G14, applicable to natural gas-based |
cogeneration projects.

The monitoring methodology involves monitoring of the following:
* The natural gas consumption at the cogeneration system;
* Heat production at the cogeneration system;
* Electricity production at the cogeneration system

Following project implementation, Colgate Palmolive will add the cogeneration system to the engineer department to be in
charge of the project, and support the implementation and follow it with the maintenance necessary.

B.7.1 Data and parameters monitored:
(Copy this table for each data and parameter)

. Data / Parameter: Natural gas

' Data unit: | M3

- Description: -| Volume consumed

' Source of data to be 1 Paper and electronic record based on a spreadsheet.
- used:

Value of data apptied The value is taken from the engineering study regarding the energy demand of the industrial plant.
for the purpose of
calculating expected
. emission reductions in
" section B.5

Description of Will be monthly monitored and the 100% of the velume consumed will be measured from the
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Lmeasuremem methods:

| records of the natural gas distribution company and the records registered by the company.
and procedures tobe

_applied: s
QA]QC proccdureg to Because of the low uncertainty these data will be used as supporting information to calculate
be applied: | emission reductions for the project activity and the data will be verified by the results of the

emission calculation.

Any comment: 3

B.7.1 Data and parameters monitored:

“(Copy this table for each data and parameter) . s L
fﬁa’ta / Parameter: Eléctricity *

- Data unii: MWh

.Description: Cogeneration energy supplied to industriai pfant

Source of data to be
- uged: )

Paper and electronic record based on a spreadshest.

- Value of data applled

 for the purpose of

 calculating expected
emission reductions in
section B.5

The value is taken from the specifications of the cogeneration equipment, and expected variations
in power demand from the industrial plant, obtained in the engineering study.

- Description of ~
- measurement methods
- and procedures to be

Will be monthly monitored and 100% of power consumed will be measured, also will be measured
the additional energy bought from the grid for an atypical situation if it is necessary.

apphied:
QA/QC procedures to | Because of the low uncertainty these data will be used as supperting information to calculate
[ be applied: emission reductions for the project activity and the data will be verified by the results of the

emission calculation.

Any comment:

The employees in charge of the monitoring will receive prior training.

B.7.1

Data and parameters monitored:

(Copy this table for each data and parameter) N N

Data/ Para"meter:

Cogeneration heat supplied to industrial plant

- Data unit:

GJ

Description:

Cogeneration system maximum heat oulput rate

Source of data to be
used:

Paper and electronic record based on a spreadsheet.

Value of data applied
for the purpose of
calculating expected

" emission reductions in
section B.5

The value is taken from the specifications of the cogeneration equipment. Total heat output is in
MBTU and the conversion factor used is 1 Bfu = 1055 J.

Description of

Will be monthly monitored from the heat cuiput.
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“measurement methods®
-and procedures o be-
applied:” ~ .- - ”
QA/QC procedures to_ | Because of the low uncertainty these data will be used as supporting information to calculate

: :be*'applicd:-- g | emission reductions for the project activity and the data will be verified by the results of the
e L emission calculation.

e , Natural gas consumption will be measured at an appropriate measuring station. This station shall
“.. . -] have gas flow meters, and each shall have calibration certificate.

ﬁ"'Any comment: ;

| B.7.2 Description of the monitoring plan: I
>

B.8 Date of completion of the application of the baseline study and monitoring methodology
and the name of the responsible person(s)/entity(ies)

September 2007
Joaguin Cardoso

’ C.1 Duration of the project activity:

I C.1.1. Starting date of the project activity:
Not defined

| C.1.2. Expected operational lifetime of the project activity:
+-20 years

I C.2 Choice of the crediting period and related information:
10 years

| C.2.1. Renewable crediting period
No

2009

| C.2.1.2. Length of the first crediting period:
10 years
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[ C.2.2. Fixed crediting period: |
[ C.2.2.1. Starting date: |
I C.2.22. Length: |

| SECTION D. Environmental impacts L |

Project’s contribution to the sustainable development of the country is due to the reduction of greenhcuse gases and other
pollutants, use of less intensive carben fuel, avoidance of fossil fuel usage, abatement of environmental impact of process at
local and regional level, adding economical value for energy efficiency improvement and improvement of the IRR by the
generation of CER’s. Other benefits will be the following:

- Global and local benefits in the control of global climate change, by reducing CO, emissions.

- Improvement of the efficiency of power generation.

- Promotion of the sustainable development of the country by reducing energy consumption and using lower carbon fugl,
- Regional and local environmental benefits through the reduction of emissions and other poliutants like NOx,

- Contribution to cleaner air at the metropolitan zone of Mexico City.

D.1. DPocumentation on the analysis of the environmental impacts, including transboundary
impacts:
Not available

D.2. If environmental impacts are considered significant by the project participants or the host
Party, please provide conclusions and all references to support documentation of an environmental

SECTION E. Stakeholders’ comments ] ' ] - |

| E.1.  Brief description how comments by local stakeholders have been invited and compiled: |
NA

l E.2. Summary of the comments received: I
NA

| E.3.  Report on how due account was taken of any comments received: I
NA
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Organization:

Colgate Palmolive

Street/P.0.Box: Presa La Angostura 225
Building: Col. Inigacion

City: México
State/Region: México D.F
Postfix/ZIP: 11500

Country: Mexico

Telephone: 5626-7443

FAX: :

E-Mail: Joaquin_Cardoso@colpal.com
URL:

Represented by:

Title: ' Mr.

Salutation:

Last Name: Cardoso

Middle Name;

First Name: Joaquin

Department: Environmental
Mobile:

Direct FAX:

Direct tel: 5626-7443

Personal E-Mail:
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Calculation of the Combined Margin according to the process proposed at the consolidated

methodology ACM002

a} Mexican power generation profile

Power generation in Mexico (GWh)

Low cost or

Type must run 2002 2003 2004 2005 2006
Residual fuel oit and/or gas no 79.300 73.743 66.334 65.077 52.058
Dual no 13.879 13.859 7.815 14.275 13.875
Combined cycle ne 44,765 55.047 72.267 73.381 52.058
Gas turbine no 6.394 6.933 2.772 1.358 1.589
Intemal combustion no 555 751 810 780 853
Coal no 16.152 16.681 17.883 18.380 17.931
Hydroglectric yes 24.862 19.753 25.076 27 611 30.085
Nuctear yes 9,747 10.502 9.194 10.805 10.866
Geothermal yes 5.398 6.282 6.577 7.299 8.685
Wind yes 7 5 8 5 44 197

Source! Electricity Sector Prospective 2006-2015, Page 65, Table 16. and stalics from www.sie.energia.gob.mx

2002 2003 2004 2005 2006

Total generaticn (GWh) 201.059 203.556 208.634 218.971 230.197
Low cost/must run generation (GWh) 40.014 36.542 40.853 45720 91 833
Low cost/must run generation (%) ~19,90% 17,95% 19,58%] _© 20,88%;  -3989%}  <50%

Simole method wil Ibe used due to low cost
resources conslitute less than 50% of total grid
generation. The information is based on long
term for electricity production.
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Fossil fuel consurnption for power generation

2004 2005 2006
Conversions Energy % TJ/day % TJiday % [1] TJicay

Diesel 5,426 Mdi/bl 34,15] T.y/Mm3 0,48% 20 0.72% 31 6,73% 3

Coal - 19,405[MJftor T 19405, 000 TJ/MML 16,81% 712,403 18,64% 792,149 18,54% 781516

Naturat gas 38,116]KJm3 38,12/ TJMMm3 45.43% 1.925 44 03% 1871 51.00% 2.150

Residual fuel oil 5018[MJb) 37.87[TJMm3 37,27% 1.579 36,62% 1.556 29,74% 1.253

Total consumption (TJ / dia) [ ] [ 4.237 | 4,251 ] 4.915 ]

Sourve: Efectricity Seclor Prospective 2006-2015. Page 90, Graphic 32 Electricity Sector Prospective 2005-2014, Page 82, Graphic 30. National Balance 2005. Calorific Values Page 84

CO, emission coefficient of each fuel
Oxidation cO, emission factor [2]
factor [1] (kgCO./TJ)

0,99 74,10
0,98 94,60
0,995 56,10
0,29 77,40

Source: IPCC Guidelines for National Greenhouse Gas
Inventories, Reference Manual

2004 2005 2006
Total CO; emissions (tCO,/year) -1 107.934.794| 114.449.149| 108.039.714
Total generation (GWh) 208.634 218.971 230,197
Low cost/must run generation (GWh) 40.853 45.720 91.833
Electricity generation for OM
(GWh/year) 167.828 173.338 138.364
OM emission factor (tCO,/MWh) 0,6431 0,6603 0,7808
Average OM emission factor T ‘
(tCO,MWh) 06947 -
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¢} Building Margin
New power plants installed
Power Accumulate
Year Central [1)] Ca‘:::v":;’ 0 Technology [2] gent;:]atlon g:ni?:t?;n
. (MWh/year) | (MWh/year)
El Cajén 754,00 HYD 6.605.040 6.605.040
Carboeléctiica 678,00 C 5.939.280 | 12.544.320
Altamira V 1.153,00 cC 10.100.280 | 22.644.6800
2006 Valladotid 11 540,00 CC 4.730.400 | 27.375.000
Tuxpan V 509,00 CC 4,458,840 | 31.833.840
La Venta Il 83,00 EQ 727.080 32.560.920
Tamazunchle 1.163,00 CcC 10.187.880 | 42.748.800
Haolbox [3] 0,80 IC 1.230 42.750.030
l.a Laguna Il (PIE) 498,00 CcC 2,754.000 | 45.504.030
Rio Bravo |V (PIE} 500,00 CcC 1.885.000 | 47.389.030
2005 Botello [3] 9,00 HYD 39.999
Baja California Surl 42,90 IC 121.000
Yecora [3) 0,70 \C 404
Ixtaczoquitlan [3] 1,60 HYD 3.269
Hermosillo 93,30 cC 68_.4_20
Chicoasén (Manuel Moreno Torres) 500,00 HYD 2.078.625
Rio Bravo [Il {PIE} 495,00 CC 1.717.000
2004 San Lorenzo Potencia [3] [4] 266,00 GT
Tuxpan (Pdte. Adolfo Lépez Mateos) 163,00 GT 906.764
El Sauz 128,00 cC 680.040
Guerrero Negro 11 [3] (4] 10,80 IC
Altarmira |l y IV (PIE) 1.036,00 cC 5.932.000
Tuxpan lll y IV (PIE} 983,00 cC 5.464.000
Mexicali (PIE} 489,00 cC 2.191.000
2003 Transalta Chihuahua {il {PIE) 259,00 cC 1.100.000
Naco Nogaies (PIE) 258,00 CC 1.818.000
Transalta Campeche {PIE) 252,40 CC 1.782.000
Los Azufres 79,80 GEQ 608.580
Los Azufres 26,80 GEO 204.385
Rio Bravo Il {PIE}) 495,00 ccC 2.279.000
Monterrey Ill (FIE) 449,00 cC 3.147.000
Bajio {(FIE) 591,70 cC 4.698.000
2002 Altamira |l (PIE) 495,00 cC 3.083.000
Valle de Mexico 249,30 cC 1.091.691
El Encino 130,80 CcC 720.817
El Sauz 129,00 CcC 685.353
{1} Source: Efectricity Sector Prospective 2006-2015, Table 13 and 26 Electricity Sector Prospective 2005-2014, Page 51, Table 14. Electriciry Sector Prospecrive
2004-2013, Page 44, Table 9. Eleciricity Sector Prospeciive 20032012, Page 41, Table 8.
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CO, emissions of the sample group of power plants
Efficiency Fuel (:.:O% co, Accumuiate
{t] _ | emission o dco,
(MWhgjeceic / con:;mptlo coefficient emlcs:sc;ons emissions
MWh,) | "0 ) oco,myl 1992 | qcoivean)
0 0 0
0,3784 56.505 94,60 5.345.352 5.345.352
0,5244 69.338 56,10 3.889.879 | 9.235231
0,5244 32.474 56,10 1.821.798 | 11.057.030
0,5244 30.610 56,10 1.717.215 | 12.774.245
0 12.774.245
0,5244 69.940 0 12.774.245
0,4761 g 74,10 689 12.774.934
(,5244 18.906 56,10 1.060.637 13.835.571
0,5244 ©12.941 56,10 725.962 14.561.533
0 0
0,4761 915 74,10 67.797
0,4761 3 74,10 226
0 Q
0,5244 470 56,10 26.350
0 0
0,5244 11.787 56,10 661.261
0,3840 0 58,10 0
0,3840 8.501 56,10 476.901
0,5244 4,668 56,10 261.901
0,4761 0 74,10 0
0,5244 40.723 56,10 2.284.567
0,5244 37.510 56,10 2.104.328
0,5244 15.041 56,00 842.307
0,5244 7.551 56,10 423.638
0,5244 12.487 56,10 700.544
0,5244 12.233 56,10 686.294
0 0
1] 0
0,5244 15.645 56,10 877.702
0,5244 21.604 56,10 1.211.991
0,5244 32,252 56,10 1.809.321
0.5244 21.165 56,10 1.187.343
0,5244 7.494 56,10 420.438
0,5244 4.948 56,10 277.605
0,5244 4.705 56,10 263.947
Source: Electriciry Sector Prospective 2006-2015, Page 102, Table 39.
[Total power generated in 2006 (MWh/year) 230.197
20% of the total power generated in 2005 (MWh/year) 46.039
Electricity generation for BM (MWh) 47.389.030
Total CO, emissions (tCO,)

[BM emission factor {tCO,/MWh)

14.561.533
" 0,3073
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d) Building Margin

OM emissicn factor

(tCO/MWh) 0,6947

BM emission factor

(tCO/MWh} 0,3073

CM emission tactor

(tCO,/MWh) 0,5010
Annex 3

Monitoring information e
£ . =

The Monitering and Verification Plan is based on recerding natural gas used by the cogeneration plant,
and electricity and heat supplied by cogeneration plant to the factory. Data will be collected on a monthly
basis for the duration of the project lifetime and crediting period.

GHG emissions following project implementation are determined from the parameters monitored, as
described above. Project emissions basically comprise CO2 , CH4 and N20 emissions from natural gas
combustion in the cogeneration system. These GHG emissions are estimated from natural gas
consumption data using standard estimates of emissions faclors.

The emissions avoided in the power grid because of power generation.of the cogeneration system are
defined in terms of the emissions factors for the grid. No project specific monitoring is required to
determine the emissions factor.

The data collection required for the project, in order to determine and verify emissions reductions
achieved by the project. This project will require only straightforward coliection of data, described below.
Considering the project boundary, the following data need to be monitored in order to estimate project and
baseline emissions, and emissions reductions.

D Natural gas used by the cogeneration plant, m3.
0 Net electricity supplied by cogeneration plant to factory, MWh.
O Net heat supplied by cogeneration plant to factory, GJ

These parameters should be monitored continucusly and recorded monthly.

The staff responsible for Project monitoring will complete the electronic worksheets on a monthly basis.
Given that some of these data may be collected more frequently, data will be aggregated to allow monthly
inputs into the spreadsheet. Also, the person in charge of the project will conduct annual internal audits,
checking the above mentioned procedures for collecting data.

Data entry sheets:
o Natural gas consumption,
o Cogeneration slectricity supply to plant, and
o Cogeneration heat supply to plant
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Project Idea Note {PIN)

Reducing GHG by increasing the Power train Efficiency from a Suburban Delivery Fleet
operating on LP Gas, in Veracruz, Mexico

1. Project Description

Project Name

Reducing GHG by increasing the Power train Efficiency from a Suburban Delivery Fleet
operating on LP Gas, in Veracruz, Mexico.

Project Briefing

Project Objective

Mitigating GHG emissions from a 254-vehicle-fleet (used in urban and suburban LP Gas
delivery), through increasing the mechanical efficiency level of an internal combustion
engine by inducing @ denser intake air richer in oxygen in a LPG (Liquefied Petroleum Gas)
burning engine, aiming at a 6.5% increase from the current operating level; which
approximately translates into:

e Utilizing 5 to 6.5% less fuel, while keeping the same routes and number of operating
vehicles

« Mitigating around 3,500 tCO2e during the project first phase period

Project
Description

The Project will be developed by applying a physical principle aiming at increasing the
mechanical efficiency of the engines by means of

« Reducing in arocund 159C the temperature of the intake air
« Introducing clean air to the intake manifold, isolated from the under hood area

s Testing each vehicle type for fuel performance versus intake routing as to generate a
RAM effect at average operating speeds

« Installing pressure differential balancing lines in the LP gas regulators, to compensate
for the extra pressure fluctuations

Project Life Cycle

The Project life period will be from 30 December 2006 to 31 December 2012,

Project Participants

Project Name Cosmo Consulﬁng, S.C.
Developer Industry Energy and Environment
Functions Project design and co implementation; MDL proceedings
Address Avenida Circunvalacion Poniente No 1 Desp 202
Contact Ing César Antonio Rodriguez Belmar
Telephone + 52 (55) 5364-7076
Web site/e-mail www.cosmomexico,com / gesar.rodiguez@cosmaomexico.com
Other Name None
Participants Industry
Functions
Address |
Contact
Telephone
Web sitefe-mail |
Project City Veracruz, Veracruz
Location - 1

Traveling Directions

Coordinates

190 10’ latitude north; 96° 11’ longitude west

PRC-05C2 PIN Gas del Atlantico 111

3/8 ©2007, Casmo Consulting, S.C., México
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Reducing GHG by increasing the Power train Efficiency from a Suburban Delivery Fleet

operating on LP Gas, in Veracruz, Mexico

Project City Cordoba / Qrizaba, Veracruz

Location - 2 Traveling Directions | 330 kilormeters south-east of Mexico City through federal highway 150
Coordinates 180 51’ latitude north; 979 06’ longitude west

Proiect City Coatepec / Xalapa, Veracruz

Location - 3

Traveling Directions

187 kilometers south-east of Mexico City through federal highway 150,
then 145 kilometers east through state highway 140

Ceoordinates

18% 54’ longitude north; 990 43’ latitude west

PRO-O5C2 PIN Gas del Atlantice 111

4/8 @2007, Cosmo Consulting, 5.C., México
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Reducing GHG by increasing the Power train Efficiency from a Suburban Delivery Fleet
operating on LP Gas, in Veracruz, Mexico

2. Emissions Analysis

Mitigating GHG Co (X)) CH; () N,O{( )

Gases

HFC ( ) PFC{ ) SFe ()

Activity Type Cogeneration { ) Process { ) Transport ( X )

Solid Waste () Leaking Emissions () Biomass( )

i
i
i

Emissions Methodological Explanation Calculation Tools
Assurance
Base Line The base line emissions will be determined through the IPCC 2006 GHG Inventory

Guidelines

IPCC Carbon equivalent
conversion factors for Mobile
Fuels

amount of fuel burned by the fleet vehicles in spinning their
wheels during the first six months of 2007; generating
measures per vehicle, per location and for the total fleet. The
fuel volume figure in liters, will be checked against the
computerized LP Gas inventory control operated by the
company, and once the total volume is crossed out, the
volume in liters will be converted to TON CO,e

The Monitoring Plan will cover the infermation path of all the
key operating parameters, with emphasis on daily, weekly
and monthly figures for distances cavered, volume of fuel
assigned to the vehicles, and system calculations for fuel
rates. The plan will provide a quality assurance manual,
including: Questionnaires, flow charts for the fuel utilization
process, designated spot checks and Critical Variable
Identification. All of these to facilitate validation, and
monitoring activities

Monitoring Plan

Indirect
Emtissions

There are no indirect emissions in the project

None

Selected Base-
Period

From January 1%t 2007 to June 30 2007

]
Project Yearly 2006 2007 2008 { 2009 2010
Calenda
a r 2011 2012 Project Total = | (2006 to 2012)
BAU Total 8,716 8,975 9,245 9,523 9,808
Yearly CO5e _
Emissions in 10,105 10,405 BAU Total = 66,777 TON CO,e
Tons
Project Total 8,716 8,,680 8,644 8,904 9,171
Yearly CO.e .
Emissions in 9,449 9,729 Project Total = 63,293 tCO2e
Tons
|
Project Yearly 0] 295 601 619 | 637
Mitigated COse .
Emnissions in 656 676 Project Total = 3,484 TON COse
Tons |
Total Number 254 262 269 278 286
of Vehicles in - —
Fleet 294 303
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Reducing GHG by increasing the Power train Efficiency from a Suburban Delivery Fleet
operating on LP Gas, in Veracruz, Mexico

3. Project Contributions to Sustainable Development

Emissions without the
Project

66,777 TON of COze

Mitigated Emissions from
the Project

3,484 TON of COze

Project Direct Benefits

» Cleaner air in the biosphere of the three/five cities involved in the project

¢ Increase in the technological level of the fleet administration labor market in the
area

» Change of focus for the LPG carburetion equipment suppliers, committing them
not only to operational savings, but also to market greening objectives

* Better training level for the fleet operators, creating among them an awareness
of the ecological impacts in driving excesses

» Speed reduction on the climate change effects in the gulf and eastern areas of
the state of Veracruz

¢« The creation of a success story for other fleets to follow, and in doing so
launching a GHG mitigating wave across the country among the fleet operating
companies

Project Indirect Benefits

» Introduction of more advanced conversion techniques for fleet shops

+ Better understanding of the fuel combustion process for the fleet maintenance
personnel

« Less pressure on the Mexican authorities to increase the price of the domaestic
fuel

« Through this success history, make the LPG carburetion market segment, more
competitive, thus being abie to refrain the fleet market penetration of fuels
much less amicable to the Kycto Protecol abjectives

Project Barriers

Traditionally the technical level of the LP Gas delivery fleets has been at the low end
of the Mexican ranking, which is led by the bread and pastries delivery fleets. There
is little motivation from the fuel price alone, as the LP gas dealer gets it much
cheaper than any other fleet. In this scenario, the possibility of cbtaining CER's
through the CDM scheme of the Kyoto Protocol, makes appealing to the LP Gas
dealers top management the sponsoring of such a project, due to the relevance of
the direct and indirect benefits, and the greening message sent by the industry.

Regulations

» Federal - The sponsoring fleet operates under the Mexican laws, stated in the
Act of Regulations for Storage and Distribution of Liquid Propane Gas

= State - All vehicles in the sponsoring fleet should meet the ecclogicai
requirements issued by the Veracruz State Secretary of Social Development and
Envirenment

« Local - All vehicles should comply with the local traffic regulations

Technology Transfer

The main activity on the technology transfer issue is going to be through the
international manufacturers of LP Gas carburetion equipment, and the transferring
frame will be through their technical support departments, and no cost or royalties
are going to be involved.

PRO-05C2 PIN Gas detf Atlantico 111

©2007, Cosmo Consulting, 5.C., Mexico
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operating on LP Gas, in Veracruz, Mexico

4. Project Financing

Total Estimated Project Cost
Development Costs € 83,000
Material Costs € 30,000 ]
Labor Costs €
Sundry Costs € 20,000
Total Project Cost € 133,000
Financing Sources
Internai Financing € 133,000
£ebt € {entity) T
Other Sources € {entity}
Income through CER's trading
CER estimated cost € 8.00
Income 2" year CER’s 896 € 7,168.00
Savings 2™ year 117,000 liters of LPG @ € 0.2210/L € 25,848.00
Income BEP Payback 3.25 years € 133.000.00
Income 2007 - 2012 CER’s 3,434 € 27,852.00
Prgject Financial Evaluation
IRR w/o CER's % 4.81
IRR with CER’s % 11.62

PRO-05C2 PIN Gas del Atlantice 111 7/8 €2007, Casmo Cangulting, 5.C., México
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@?&@%ﬁﬂ@@ Reducing GHG by increasing the Power train Efficiency from a Suburban Delivery Fleet
operating on LP Gas, in Veracruz, Mexico

5. Sponsoring Organization

Name Gas del Atlantico S.A de C.V.

Address Km. 34 Carretera Veracruz- Cdrdoba Tramo Manlio Fabio Altamirano
Manlio Fabio Altamirano, Veracruz

Project Liason Ing. Jheny Chablé

Telephone 52422+ 9989-8420

Mobile 524+045-22+9915-0322

e-mail jchable@gasdelatlantico.com.mx

Parent Company Promotora de Gas LP S.A. de C.V.

Representative Jorge Garza Rodriguez

Telephone 52+81+8363-3888

e-mail igarza@proglp.com.mx

PRO-05C2 PIN Gas del Atlantico 111 8/8 ©2007, Cosmo Consuiting, 5.C., Meéxice
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- Project 1dea Note

PROJECT IDEA NOTE (PIN)

Name of Project: Vapor and Electricity Generation from Bagasse Used as Fuel

Date submitted: June 20™, 2007

Description of size and quality expected of a PIN

Basically a PIN will consist of approximately 5-10 pages providing indicative information on:

¢ the type and size of the project

* its location

+ the anticipated total amount of greenhouse gas (GHG) reduction compared to the “husiness-as-
usual”’ scenario (which will be elaborated in the baseline later on at Project Design Document (PDD)
level)
the suggested crediting life time
the suggested Certified Emission Reductions {CERs)/Ernission Reduction Units (ERUs)/Verified
Emission Reduction (VERs) price in US$ or € /ton CO,e reduced

+ the financial structuring (indicating which parties are expected to provide the project’s financing)

» the project’s other socic-economic or environmental effects/benefits

While every effort should be made to provide as complete and extensive information as possible, it is
recognised that full information on every item listed in the template will not be available at all times for |
every project.

NOTE: For forestry projects, please use the PIN Template for LULUCF projects available at ‘
www.carbonfinance.org. |
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A. PROJECT DESCRIPTION, TYPE, LOCATION AND SCHEDULE

OBJECTIVE OF THE PROJECT
Describe in not more than 5 lines

Reduction of Greenhouse Gases emissions, estimated at 100,987 tCO2/year,
through partial substitution of fossil fuel (Heavy Fuel Oil) used to heat vapor and
co-generate electricity at a brewery, by bagasse residues, which is a by-product
of the brewing process.

PROJECT DESCRIPTION AND
PROPOSED ACTIVITIES

The brewing process used at the Compafiia Cervecera de Zacatecas, S.A. de
C.V., as well as the support installations require the supply of vapor and electric

About 12 page energy. '
At present, the vapor is produced in boilers using Heavy Fuel Oil. Part of the
vapor is sent to the brewing process for indirect heating, and the rest of the
vapor is sent to turbogenerators for the production of electricity.
Moreover, a by-product of the brewing process is malt bagasse, a biomass
residue with high humidity content. At present, the bagasse is commercialized
as animal feed.
The project activity relies on the use of calorific value of the bagasse to use it
as an alternative fuel in the main boiler of the brewery, boiler n°5 “Radiant Box
Type”. To such purpose, the following steps must be undertaken:
1 — Reduction of the bagasse humidity content:
The bagasse humidity will be reduced through physical and mechanical
processing, in order to bring it down to acceptable levels for the combustion of
the bagasse.
2 — Combustion of the bagasse in the boiler:
The bagasse is fed as suspension to the boiler's hearth, in order use its calorific
power. '
TECHNOLOGY TO BE The following equipment will be acquired to fulfill the Project activity:
EMPLOYED'

Describe in not more than 5 lines

- Four tangential Burners for bagasse

- Three electric dry-off oven (press type)
- One fluid bed dryer, fuel: vapor

- One Bagasse silo, 80m°

- Helicoidal transporters (endless screw)
- One ash collection silo

- One electrostatic precipitator

- Ventilator

Alter the various modifications are brought to Boiler n°5, it will have the
following characteristics:

- Vapor generation capacity: 119,000 kg/h

- Operating pressure: 30.90 kg/em®

- Temperature of water supply: 143°C

- Temperature of vapor: 400°C

TYPE OF PROJECT

! Please note that support can only be provided to projects that employ commersially avaitable technology. It would be useful to provide a few
examples of where the proposed technology has been employed.

Page 2 of 11




Greenhouse gases targeted
CO»/CHN-O/MFCs/PFCs/SFg

Field of activities

Project Idea Note

1. Renewables

(mention what is applicable) 1c. Bagasse

See annex 1 for examples

LOCATION OF THE PROJECT

Country .|l MO0
City Calera de Victor Rosales, Zacatecas i ) i

Brief description of the location of
the project
No more than 3-5 lines

The brewery is located in a mainly industrial zone, although the directly
neighboring lots are dedicated to agricultural activities. The closest residential
area is Calera de Victor Rosales, located approximately 2.5km away from the
ptant.

Latitude North 22° 58' 22"
Longitude West 102° 42" 27"

PROJECT PARTICIPANT

Name of the Project Participant

Grupo Modelo, S.A. de C.V.

Role of the Project Participant

a. Project Operator

b. Owner of the site or project

¢. Owner of the emission reductions
d. Seller of the emission reductions

f. Project investor

Main activities

Describe in not more than 5 fines |
Summary of the financials
Summarize the financials (total
assets, revenues, profit, eic.) in
notmorethanslines |
Summary of the relevant
experience of the Project
Participant

Describe in not more than 5 lines

Qbregon. C.P. 01210, México, D.F.

55 22660000 Ext. 4432 y 6454

fernande.aquirre @ gmodelo.com.mx

juan.deleon @ gmodelo.com.mx

Grupo Modelo, founded in 1925, is a leader in the elaboration, distribution and
sale of beer in Mexico, with a total market share (national sales and
exportation) of 62.8%, as of December 31* 2005. The company owns seven
breweries in the Mexican Repubiic, with an installed annual capacity of 56
million hectoliters of beer. Grupo Modelo owns 12 brands of beer, among which
stand out Corona Extra, the world’s best selling Mexican beer, Modeio
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The Group exports 5 brands of beer, selling in over 150 countries, and is the
exclusive importer in Mexico of beers produced by Anheuser-Busch, which
includes Budweiser and Bud Light. Since 1994, Grupo Modelo is quoted at the
Mexican Stock Exchange.

Please insert

information for additional Project Participants as necessary.

EXPECTED SCHEDULE

Earliest project start date
Year in which the plant/project
activity will be operational

Estimate of time required before
becoming operational after
approval of the PIN

For CDM projects:

Expected Crediting Period

7 yvears twice renewable or 10
years fixed

Current status or phase of the
project

Identification and pre-selection
phase/opportunity study
finished/pre-feasibility study
finished/feasibility study
finished/negotiations
phase/contracting phase elc.
(mention what is applicable and
indicate the documentation)
Current status of acceptance of
the Host Country

Letter of No
Objection/Endorsement is
available; Letter of No
Objection/Endorsement is under
discussion or avaifable; Letter of
Approval is under discussion or
available

{mention what is applicable)

The projected stari-up sequence is as follows:
- March 2008: 25% capacity
- June 2008: 50% capacity
July 2008: 100% capacity

Time required for financial commitments: ___ months
Time required for legal matters: __ months
Time required for construction: __ months

To be defined.
Option 1: 10 years fixed.
Option 2: 7 years twice renewable

Pre-feasibility study has been completed.
Financing plan is secured.

The letter of no objection has not been requested yet.

The position of the Host Country
with regard to the Kyoto Protocol

Has the Host Country ratified/acceded to the Kyoto Protocol?

YES: Mexico ratified the UN Framework Convention on Climate Change
(UNFCCC) on March 11, 1993, and presented the First National
Communication in 1997 at the Kyoto COP mesting. Mexico’s congress
approved the Kyoto Protocol (April. 2000} by unanimous consent.

Has the Host Country established a CDM Designated National Authority / JI
Designated Focal Point?
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Development Mechanism, through the creation of a Climate Change Office in
SEMARNAT (the Ministry of Environment). More specifically, one of the working
groups of the Climate Change Office is responsible for acting as DNA: the
“Comité Mexicano para Proyectos de Reduccion de Emisiones y de Captura de
Gases de Efecto invernadero” {COMEGEI).

B. METHODOLOGY AND ADDITIONALITY

ESTIMATE OF GREENHOUSE
GASES ABATED/

CO, SEQUESTERED

in metric tons of CO~equivalent,
please attach calculations

Annual (if varies annually, provide schedule):

2008: 61,006 tCO;z-equivalent

2009 and subsequent years: 100,987 tCO;-equivalent
Up to and including 2012: 464,954 tCOz-equivalent
Lip to a period of 10 years: 963,889 tCO,-equivalent
Up to a period of 7 years: 666,928 tCO,-equivalent

See annex Il for calculation hypothesis.

BASELINE SCENARIO

CDM/JI projects must result in
GHG emissions being lower than
“business-as-usual” in the Host
Country. At the PIN stage
questions to be answered are at
least:

+ Which emissions are
being reduced by the
proposed COM/AJI
project?

» What would the future
look like without the
proposed CDMAJI
project?

About 14 - 12 page

The brewery mainly consumes Heavy Fuel Gil to produce vapor and electricity,
both used for on-site energy needs. About 20%, or 1,306,436 GJ/year of this
fossil fuel will be replaced by feeding bagasse to the boiler. The emissions
heing reduced by the CDM project are those resulting from the fraction of fossil
fuel to be burned in the boiler that will be replaced by the bagasse biomass
residues.

No GHG emissions reductions will be claimed for the biogas resulting from the
waste water treatment plant burned in the boilers, only the substitution of Heavy
fuel oil for bagasse is considered within the scope of the project activity.

Without the proposed CDM project, the main fuel used for the generation of
vapor and electricity at the brewery would continue to be Heavy Fuet Gil. The
bagasse would continue to be sold as animal feed.

The following table presents the fuel mix used at the brewery for the baseline

scenario and the project activity:
Fuel Baseline Project
Heavy Fug! Gil 97.76% 77.67%
Biogas 2.23% 2.77%
Bagasse 0% 19.55%

ADDITIONALITY

Please explain which additionality
arguments apply to the project:
(i) there is no regulation or
incentive scheme in place
covering the project

(i) the project is financially weak
ot not the least cost option

{fii) country risk, new technology
for country, other barriers

(iv}) other

(i} There is no regulation or incentive in Mexico to use Bagasse as fuel. Also,
there is no dis-incentive for Heavy Fuel Gil use. The project activity does not
respond to any regulatory obligation or external incentive other than the COM.

{iily There are strong barriers to the implementation of the project without the
CDM incentive:
* Difficult to obtain debt funding, considering the very innovative nature of
the project,
* High interest rates and cost of capital in Mexico,
¢ Exira cosis and resources needed for the disposal of a new kind of
waste al the brewery: bagasse combustion ashes,
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SECTOR BACKGROUND
Please describe the laws,
regulations, policies and
strategies of the Host Country
that are of central relevance to
the proposed project, as well as
any other major trends in the
relevant sector.

Please in particular explain if the
project is running under a public
incentive scheme (e.g.
preferential tariffs, grants, Official
Development Assistance) oris
required by law. If the project is
aiready in operation, please
describe if CDM/JI revenues
were considered in project
planning.

in human and financial resources for the company.

Furthermore, a common practice analysis reveals that the kind of technology
needed for this project (boiler accepting gaseous, liquid and solid fuels) is not
only unique in Mexico, but pilot in the brewing industry at global level.

There are no public incentives for the use of bagasse as fuel. There are no
sector specific regulations regarding the project activities.

Under Mexican Environmental Regulations, Bagasse is considered as a non-
hazardous waste.

METHODOLOGY
Please choose from the following
options:

For CDM projects:

(1) project is covered by an
existing Approved CDM
Methodology or Approved CDM
Small-Scale Methodology

(i) project needs a new
methodology

(i} projects needs modification of
existing Approved CDM
Methodology

Project needs medification of existing methodology (AM0036 or ACMOCO6) or a
new methodology.
See annex Il for detailed analysis of the applicability of AM0036 and ACMO0006

C. FINANCE

TOTAL CAPITAL COST ESTIMATE (PRE-OPERATIONAL)

Development costs

Other costs (please specify)

0 US$ million {Feasibility studies, resource studies, etc.)

There are other annual operating costs to be taken into account:
Canceled income from selling the Bagasse as animal feed
Maintenance and manpower,

Electricity consumption for the dryers

Disposal of bagasse ash waste

Extra waste water treatment from the drying of the Bagasse
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The total annual cost is estimated at 3.3 US$ million.

See Annex IV for annual cash flows and IRR analysis.

Total project costs 14.95 US$ million.

SOURCES OF FINANCE TO BE SOUGHT OR ALREADY IDENTIFIED

Project financing will be supponrted through the organization's own resources.

Equity N/A
Name of the organizations, status
of financing agreements and

Debt — Long-term N/A

Name of the organizations, status
of financing agreements and

Debt - Short term N/A

Name of the organizations, status
of financing agreements and
Carbon finance advance N/A

payment.':‘.2 sought from the World
Bank carbon funds.

{US$ million and a brief
ciarification, not more than 5
lines)

SOURCES OF CARBON N/A
FINANCE

Name of carbon financiers other
than any of the World Bank
carbon funds that your are
contacting (if any)

INDICATIVE CER/ERU/VER
PRICE PER tCO,e®

Price is subject to negotiation.
Please indicate VER or CER
preference if known.*

TOTAL EMISSION REDUCTION PURCHASE AGREEMENT (ERPA) VALUE

A period until 2012 (end of the _ Us§ /€
fist commitment period) | e eelll_.
Aperiodof 10years | VS /€ il
A period of 7 years US$ /€

? Advance payment subject to appropriate guarantees may be considered.

’ Please also use this figure as the carbon price in the PIN Financial Analysis Model (cell C94).

* The World Bank Carbon Finance Unit encourages the seller to make an informed decision based on sufficient
understanding of the relative risks and price trade-offs of selliing VERs vs. CERs. In VER contracts, buyers
assume all carbon-specific risks described above, and payment is made once the ERs are verified by the UN-
accredited verifier. In CER/ERU contracts, the seller usually assumes a larger component - if not all - of the
carbon risks. In such contracts, payment is typically being made upon delivery of the CER/ERU. For more

information about Pricing and Risk, see “Risk and Pricing in CDM/JI Market, and Implications on Bank Pricing
Guidelines for Emission Reductions”.
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Please provide a financial analysis

for the proposed CDM/JI activity, including the forecast financial internal rate of

return for the project with and without the Emission Reduction revenues. Provide the financial rate of return at the
Emission Reduction price indicated in section “Indicative CER/ERU/VER Price”. DO NOT assume any up-front

payment from the Carbon Finance
revenue stream.

Unit at the World Bank in the financial analysis that includes World Bank carbon

Provide a spreadsheet to support these calculations. The PIN Financial Analysis Mode| available at
www.carbonfinance.org is recommended,

D. EXPECTED ENVIRONMENTAL AND SOCIAL BENEFITS

LOCAL BENEFITS
E.g. impacts on local air, water
and other pollution.

Reduction ot air emissions due to fossil fuel combustion.
Reduction of risks related to the land transportation of inflammabie fuel.

GLOBAL BENEFITS

Describe if other global benefits
than greenhouse gas emission
reductions can be attributed to
the project.

Mitigation of climate change.

SOCIO-ECONOMIC ASPECTS

What social and economic effects
can be aitributed to the project
and which would not have
occurred in a comparable
situation without that project?
Indicate the communities and the
number ot people that will benefit
from this project.

What are the possible direct
effects (e.g. ermployment
creation, provision of capital
required, foreign exchange
effects)?

What are the possible other
effects (e.g. training/education
associated with the introduction
of new processes, technologies
and products and/or

the effects of a project on cther
industries)?

About 4 page

Local economy support through the acquisition of products and services.

Pilot installation of new technology for the brewing industry will incentive other
brewing companies to implement similar technology.

ENVIRONMENTAL STRATEGY/
PRIORITIES OF THE HOST
COUNTRY

A brief description of the project’s
consistency with the
environmental strategy and
priorities of the Host Country
About Y% page

Mexico has proven to bring emphasis to the climate change issue since the
early days of the global concern, as proves its early ratification of the Kyoto
Protocol and its early efforts to establish a national inventory and National
communications on the country’s specific mitigation opportunities. Furthermore,
the Mexican Ministry of Environment (SEMARNAT) has recently published the
2007 National Strategy for Climate Change, which includes a detailed
assessment of mitigation opportunities. Among these opportunities figure the
implementation of cogeneration and the use of renewable sources of energy as
some of the most promising for the industriaf sector.

Furthermore, the hew Mexican Environmental legislation emphasizes the re-
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use and the valorization of wastes as the priority strategies for waste
managemerit.

Given the described project activities and impacts, it can be considered that the
project is consistent with the Mexican environmental strategy.
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ANNEX | - Technologies

1.

Renewables
1a Biomass
1b. Biogas
1c. Bagasse
1d. Wind
1e. Hydro
1f. Geothermal
1g. Photovoltaic
1h. Solar Thermal
. Fossil Fuel Switch
. Energy Efficiency
3a. Cement Efficiency Improvement
3b. Construction material
3c. District heating
3d. Steel Gas Recovery
3e. Other Energy Efficiency
. Waste Management
4a. Landfili Gas recovery/utilization
4b. Composting
4¢, Recycling
4d. Biodigestor
4e. Wastewater Management

5. Coalmine/Coalbed Methane
6. Qil and Gas Sector

— © 00 -]

1

6a. Flared Gas Reduction
6b. Reduction of technical losses in distribution system
. N2O removal
. HFC23 Destruction
. SF6 Recovery
0. Transportation
9a. Fuel switch
9b. Modal switch
1. Others

Project idea Note
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ANNEX Il - Calculation hypothesis for the emission reduction

According to laboratory tests, the bagasse produced in the brewery has a calorific value of 0.01626 GJ/kg.
According to the factory projections, based on historical activity data, the bagasse generation is estimated at an
average of 80,346,666 kg/year.

The energy therefore available is of 1,306,436 GJ/year.

The Heavy Fuel Oil fo be substituted will therefore be for the equivalent energy supply of 1,306,436 GJ/year.
According 1o the “Guide fo calculation worksheets “Caicuiating COZ2 emissions from the combustion of standard
fuels and from electricily/steam purchase” v 2.1 (World Business Council for Sustainable Development)”, the
emission factor for Heavy Fuel Qil is of 77.3 kg CO,/GJ. '
The emission reduction thus calculated is of 100,987 ton CO./year.

Note: this primary estimation takes into account neither the increase in electricity consumption for the drying of
the bagasse prior to its combustion, nor the increase in Biogas available for burning, generated from the extra
waste water extracted from the humid bagasse.
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|. Introduction

The Project Idea Note (PIN) is the first general information on the project and enables the
Programme Management to assess the basic eligibility of a potential JI or CDM project.
It comprises details on the following subjects:
¢ Project identification;
Project participants;
Host Country;
General project information;
Project organisation;
Greenhouse gas emission reductions;
(Additional) ecological, socio-economic and/or development effects; and
Additionality and sustainability effects.

L B B B 2

Chapter II contains the PIN template.l

! It focuses on “directly” emission-reducing projects. In the case of sink projects the template has to be adapted and used
accordingly.
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IIl. Tempiate for the

A PROJECT IDENTIFICATION

Project Idea Note (PIN)

A 1 Project summary

Title of project activity

GHG emissions reductions by the installation of a Coke Dry Quenching
System at Steel facility.

Applicant

Sicartsa Lazaro Cardenas Las Truchas, S.A. de C.V

Host Country

Mexico

Project type

O Joirt Implementation
¥  Clean Development Mechanism

Category of project activity

b) Improvement of energy efficiency of existing production equipment

Generation of emission
reductions

Crediting period of seven years
From: 2009 {0 2015

Estimated emission reductions
{int COz, up to 2012}

Annual (average): 46,700 ton CO2e

Up to and including 2012: 186,800tCO2-equivalent

Crediting Period

Seven years

Offered amount of emission
reductions

O Joint Implementation:

ERUs:

AAUs (“early credits"}:

3¢  Clean Development Mechanism:

CERs: None

Proposed ERW/CER price
{EUR)

USA$ 13

Date of submission of

Expression of Interest
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B PROJECT PARTICIPANTS

B 1 Applicant

Name

Sicartsa Lazaro Cardenas Las Truchas, S.A. de C.V

Type of organisation
Please also describe the
ownership structure.

Private company (Steel Manufacturing)

Other functions of the
Applicant within the project

¢ Sponsor

| intermediary
f Technical consultant

| Other:

Main activities, knowledge
and experience

Sicartsa l.azaro Cardenas is the third iargest iron and steel integrated
company in Mexico. The technology of Sicartsa Lazaro Cardenas is
conformed by an integrated plant, that includes advanced secondary
metalturgy and vacuum degassing facilities, enables it to produce a broad
variety of grades of slabs {intermediary products used to manufacture flat
rolfed steel products) with wide-ranging applications.

Encompass all aspects of steelmaking, combining both integrated and mini-
mill facilities and producing much of the iron ore and coking coal used in aur
furnaces.

Name of contact person

Ing. Mariano Montejano Vega

Address

Sicartsa Lazaro Cardenas Las Truchas, S.A. de G.V.
Fco. J. Mijica No. 1,

Col. Centro.
C.P. 60950
Lazarp Cérdenas
Michoacan
Méaxico
Phone/fax 017535331000 ext. 1742
E . Mariano.montejano @ arcelormittal.com
-nail
B 2 Project developer
Narme Sicartsa Lazaro Cardenas Las Truchas, S.A. de G.V.

Type of organisation

Steel Manufacturing Company

Other functions of the project
developer within the project

Spansor
Intermediary

Technical consuliant

O
O
O
x Other: _Operator
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Main activities, knowledge
and experience

Same as above

Name of contact person

Address

Phone/fax

E-mail

‘B 3 Other project
participants

Name of project participant

Type of organisation

Govemmental body:
Private enterprise
NGO

Cther:

Function within the project

c o O o | O C O

Sponsor
Intermediary
Technical consultant

COther:

Name of contact person

Address

Phone/fax

E-mail
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C HosT COUNTRY

C 1 Location of project
activity

Host Country Party(ies)

Mexico

Region/State/Province etc.

Cd. Lazaro Cardenas, Michoacan.

City/Town/Community etc.

Michoacan State

Brief description of the project
location

Sicartsa is located in Lazaro Gardenas City which is located in the south west
of Mexico, within the Michoacan State.

C 2 Status of Host"
Country

Host Country?

Signed and ratified, accepted, approved or acceded to the Kyolo Profocol

O  Signed the Kyolo Protocol and has demonstrated a clear interest in becoming
a Party in due time )

(O  Has alrgady started or is on the verge of starting the national accession

process

Existing Memorandum of
Understanding (Mol)
(if Yes, please list the

counltries)

o Yes Signed and ratified with existing Memorandum of Understanding
(MoU} with Spain, italy, Germany, Netherlands, Austria and Canada.

O No

2 The list of countries which have ratified the Kyoto Protocol is available at
htip./funfcec.int/files/essential backgroundfkyoto_protocol/application/pdi/kpstats.pdf.
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D GENERAL PROJECT INFORMATION

"D 1 General
Information _ _ _
. GHG emissions reductions by the installation of a Coke Dry Quenching
Project name System at Steel facility.
Project objective The project activity aims to reduce GHG emissions through installation of a

heat recovery system known as coke dry quenching (CDQ) equipment 1o
coke ovens in a steef facility.

The process happens when the red-hot coke is quenching by circulating inert
gas within a closed environment, preventing discharge of coke particles,
while the sensible heat of the red-hot coke is recovery into the waste heat
boiter for use as process steam and power generation to grid. The project
will contribute to mitigation of global warming by reducing the amount of
fossit fuel consumption.

Description of project
background Currently the company uses wet quenching system by spraying water to
quench coke discharged from the oven, the large amount of heat by the
system is dissipated into the atmosphere as unused waste heat. Thus, the
coke dry quenching equipment (CDQ ) will be introduced o recover the heat
possessed by the run-of oven coke. ‘

Coke dry quenching equipment (CDQ) is a technology that recover the |
sensible heat of the WDQ system since the CDQ equipment will be ‘
| infroduced to recover the heat pessessed by the run-of oven coke and
thereby generate power for in-house consumption and it wili displace
electricity purchased from the Mexican grid.
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D 2 Category(ies) of -

project activity e N ,

Project calegory O  Construction (or retrofitting) of combined heat and power installations;
Fuel-switch projects in energy conversion installations and production plants to

Please mark accordingly. © Prol o P onp

renewable energy sources or from energy sources with high carbon content to
energy sources with lower carbon content, especially in existing district heating
systems;

O  Construction {or retrofifiing) of generating plants operated with renewable
energy sources (especially wind power plants, biogas or biomass combined
heat and power plants as well as hydroelectric power plants);

O  Projects whose purpose is the avoidance or (energy) recovery of landfill gas;

O  Waste management measures which contribute to the avoidance of
greenhouse gas emissions, especially through energy recovery from waste, if
possible with waste heat utilisation;

¢ Energy efficiency projects: projects serving the reduction of end-user energy
consumption in residential buildings, public and private office buildings as well
as industrial applications and pracesses {including waste heat potentials);

-O Other:
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-1 3 Technical aspects

Technical description

The essential technical aspects
should be briefly presented,

A detailed description (max. 3 A4
pages} should be enclosed with
the PIN including the following
aspects:

Project purpose

Applicant’s facilities to generale
Emission Reductions

Description of technology
employed and associated risks

Milestones, time schedule and
current status of implementation

Key permits and expected date of
approval

Key contracts and expected date
of signing

Risks during project
implementation and operation

Coke dry quenching: is a type of technology that cools coke by inert gases
instead of conventional water and recovers heat energy which can be used to
generate steam and electricity.

The project activity aims to reduce GHG emissions through installation of a
heat recovery system known as coke dry quenching {CDQ) equipment in the
oven.

The set of CDQ equipment will generate electricity using currently wasted
heat that comes out of the coke ovens, and it wili displace electricity
purchased from the grid.

" Coke Dry-quenching Process Flow ‘ B

§ Coke vven }-—- - — A
: “Coka Stean B
; P ) - :
: ”m” ; Power genecition 'mﬂ ’ Q,M“ ’ m :
. P I ] steaishaki hiiry
_ . " i
! e vrater

i o e s e mms et e o n i e s s m o bt oS oo e e

The project activity consists of the following units:

B Waste heat recovery boiler

Steam turbines

Power generator

Appropriate power evacuation system and the related instrumentation
and controls.

A dust collecting station wilt be built to calch a great lot of dust and
powder from CDQ production and coke conveyance (this is an
outstanding envirenmentally protective technolcgy)
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E PROJECT ORGANISATION

E 1 Project team

¥

Project-specific qualifications and
experiences

The essential qualifications and
experiences should be briefly
presenled, details should be
enclosed with the FIN3.

Sicartsa Lazaro Cardenas is one of the largest iron and steel integrated
company in Mexico. It has experience in the implementation on energy
efficiency measures and thus reducing their energy indicators. The
technology of Sicartsa Lazare Cardenas is form an integrated plant, it
includes advanced secondary metallurgy and vacuum degassing facilities,
enables it to produce a broad variety of grades of slabs (intermediary
products used to manufacture flat rofled steel products) with wide-ranging
applications,

E 2 Schedule

Current project status

O Projectidea

% Planning Evaluation by top management

©  Implementation

Status of financing

In financing evaluation

Status of negotiations with the
Host Country

As soon as the project will be approved by top management, it will be
submitied to DNA to ask for non objection and recommendation letter .

Status of permission precedures
of authorities

Not started

Project preparation

From: 2007 to; 2008

Construction/assembly

From: 2007 to: 2008

Project lifetime

20 Years

Generation of ERUs/CERs

From: 2009 to: 2015

Other milestones

Effact of PIN acceptance on the
time schedule of the project

Acceleration of the process

3 |n this context please refer to Appendices 4 and 5 of the Call for Expression of Interest.
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E 3 Financial aspects

Costs of project development

(EUR) The cost of the project is already in analysis by top management. The figures
will describe the operational cost, implementaticn cost; benefits of the

Pi ive figures and briefl o . . L .
Gase give figure netly certified emissions reduction and the depreciation cost are included.

explain (background of)
calculations.

Costs of project implementation
(EUR)

Please give figures and briefly
explain {background of)
calculations.

Estimated annual operating costs
{EUR)

Please give figures and briefly
explain (background of}

calculations.

Estimated annual revenues

(EUR) Year | tCO2-equivalent | ERPA VALUE

Please give figures and briefly USA §

axplain {background of) 2009 46,700 607,100

calculations. 2010 46,700 607,100
2011 46,700 607,100
2012 46,700 607,100
2013 46,700 607,100
2015 46,700 607,100
2016 46,700 607,100
Total 326,900 $ 4,249,700

Up to and including 2012: USA §$ 4,249,700
Up to 7 years: USA$ 8,499,400
Up to 14 years; USA § 12,749,100

Financing sources (equity/debt
capital, financing institutions)

Proposed ERU/CER price
(EUR) USAS 13

Please explain calculation.
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F GREENHOUSE GAS EMISSION REDUCTIONS

Only projects resulting in emission reductions of greenhouse gases listed in table F1 can be
accepted as JI or CDM projects. All emissions and/or emission reductions must be stated in
metric tonnes of CO; equivalent.

F 1 Greenhouse gases

Greenhouse gases to be %

reduced by the project COe

CH,

O NO
O HFCs
O PFCs
O 8K

The Project Boundary shall encompass all anthropogenic emissions by sources of greenhouse
gases under the control of the project participants that are significant and reasonably
attributable to the project activity.

F 2 Project Boundary

Description of Project Boundary | The boundary will be the industrial facility where waste heat, steam and
electricity are generated

~F 3 Project emissions

Description and estimation of
project-specific greenhouse The methodology applied for the projects is the ACMO0012:

gas emissions within the *Consolidated baseline methodology for GHG emission reductions for waste
Project Boundary heat based energy system”

The selected approach from paragraph 48 of the CDM modalities and
procedures is: “Existing actual or hislorical emissions”,

The consalidated methodology is for project activities that utilize waste gas
and/or waste heat as an energy sourca for.
» Generation of electricity.

The energy generated in the project activity will be used within the industrial
facHity.
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A Baseline is the scenario that reasonably represents the anthropogenic emissions by sources
of greenhouse gases that would occur in the absence of the project (“business-as-usual-
scenario”’). By comparing the Baseline with the project emissions the emission reductions

generated can be calculated.’

F 4 Baseline

Outline of considerad Bassline
methodology/scenaric and
estimation of Baseline emissicns
within the Project Boundary

® The conventional CWQ (Coke Wet Quenching) facilities in the cooling
process of iron and steel factories, and the waste heat realized to
atmosphere directly, is identified as the common practice in Mexico.

& In the absence of the project activity, the electricity provided would have
been procured from the National Commission of Power. This would
result in higher GHG emissions than those emitted in the project activity.

@ Because investment in a Coke Dry Quenching project is more expensive
compared to CWQ project, thus, without the income from sales of
CER?'s, the proposed CDM project activity would not happen and without
the project activity, the conventional CWG (coke wet guenching)
facilities in the cooling process of iron and steel factory would continue.
And the waste heat will realized to atmosphere directly.

® The proposed project will lead to the reduction of GHG emissions
corresponding io 46,700 tonnes of CO2 equivalent per year and
326,900 fonnes of CO2 equivalent during 7 years. The emission
reduction will come through waste heat recovery.

® The electricity generated by the recovery of waste heat from the wet
quenching system will be 85 GWh/year, that will results in a reduction of
46,700 tCO2/year that otherwise will be emitted in absence of the
project activity.

@ The waste heat utilization is not mandate under regulation of Mexica, The
generation of power with waste heat from wet quenching system is not
mandate by the applicable regulation and for promoted by the sectoral
policies. The cost of the Dry quenching system is very high, thus the
project would not have occurred without CDM benefits.

® The project is reducing GHG emissions and such emissions reductions
would not occur in the absence of the COM project activity.

Leakage is defined as the net change of anthropogenic emissions by sources of greenhouse gases which oceurs
outside the Project Boundary, and which is measurable and aftributabie to the project activity.

4 Additionally, Leakage has to be taken into account.
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F5 Leakage

Description and estimation of
Leakage

No leakage was identified in the project activity.

F 6 Emission reductions

Crediting period

Estimated annual and total
abatement of greenhouse gas
emissions in tonnes of CO;
equivalent in comparison 1o the
Baseline scenario (taking into
account Leakage)

7 years
Year tCO2-eguivalent
2009 46,700
2010 46,700
2011 46,700
2012 48,700
2013 48,700
2014 45,700
2015 46,700
Total 326,900

Up to and including 2012: 186,800 ton CO2e.

Up to 7 years: 326,900 ton CO2e.
Up to 14 years: 653,800 ton CQ2e.

Up to a period of 21 years: 980,700 ton CO2e.
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G (AppiTIONAL) EcoLOGICAL, SOCIO-ECONOMIC AND/OR DEVELOPMENT EFFECTS

G 1 Expected
environmental effects

Expected global/local
environmental effects
(positive and negative) of the
project’

Waste heat recovery has a posifive impact at nalional tevei toward the
adoption of sustainable pathways, saving carbon intensive fuels and
environmental improvement.

The project will bring national benefits because of the increasing of the
compelitiveness of the steel companies in the country.

Local benefits expected are from the reduction of environmental pollution,
recovery of waste heat realized. Interms of GHG emissions abatement, the
reductions will come from de recovery of waste heat realized for power
preduction for own consumption and the abatement of the CO2 emissions at
the National Power Comrnission, additional to the savings of coal due to the
waste heat recovery of the CDQ system. The system includes a dust
collecting system, thus the air pollution will be controlled and the impact to
the atmosphere can be encrmously reduced.

By avoiding the generation of greenhouse gases it would also result in
avoidance of thermal pollution in the vicinity that would have occurred due to
waste gas emissions at high temperature.

Also, the CDQ technology will contribute to water conservation. The project
will reduce water usage comparing to the wet quenching system.

G 2 Socio-economic and
development aspects

Expecled social and economic
effects of the project

Transfer of technology from a developed country to a developing country.

Project-related employment
structure

Employees under 14 years

Employees over 14 years

Do any of the listed effects
occur due to the project? NA

Resettlement

Restriction of access to essential resources

oo o |Xo

Compulsory purchase of land

5 Abstraction of ground water or surface water may in no event be larger as the natural water influx.
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H ADDITIONALITY AND SUSTAINABILITY EFFECTS

H 1 Additionality

Presentation of the
Additionality of the project
Please explain briefly how and
why the project is additional
and therefore not the
(considered) Baseline
scenario. Please describe why
the emission reductions would
not accur in the absence of the
proposed project activity,
taking into account rational
and/or sectoral policies and
circumstances.

According with the stages presented in the addicionality tool, the investment
barrier was identified for the imptementation of the project activity

Investment barriers:

Changing to a2 DQC technology is a bigger change in the steel plant. A strong
inversion on this kind of change is a very important decision. It will require a
financing sponsor. The expected annual revenues from the CER are a strong
incentive in order to reduce the IRR. In the absence of the revenues from the
CER's the project activity would not have happened.

The project activity contributes to the sustainable development to the country
due to the energy savings, the increasing of environmental improvement and
the increasing of the steef competitiveness.

Technical barriers:

Since installation of CDQ is a first experience for Sicarta Lazaro Cardenas
Mexico, and those eguipment have advanced technology and compificated
system. This results in requirements for facility design and construction than
that of wet quenching system. As a consequence, CDQ will require additional
engineers to operate and maintain the equipment

H 2 Sustainability
Effects

Summarising description of
the project’s contribution to
the sustainable development
of the Host Country

Waste heat recovery has a positive impact at national level toward the
adoption of sustainable pathways, saving carbon intensive fuels and
environmental improvement.

The project will bring national benefits because of the increasing of the
competitiveness of the steef companies in the country.

Transfer of technology from a developed country to a developing country.

=0
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A PROJECT IDENTIFICATION

' A 1 Project summary -

Title of project activity

GHG emission reduction by energy efficiency improvement in metal sheet
lacquering operations.

Applicant

Envases Universales México

Host Country

Mexico City

Project type

I Joint Implementation

X Clean Development Mechanism

Category of project activity

Energy efficiency project

Generation of emission
reductions

1,840 tCO fyear
From: 2008 to: 2018

Up to and including 2012; 7,360 tC02-equivalent
Up to a period of 10 years; 18,400 tCO2-equivalent

Estimated emission reductions
(int CO,, up to 2012)

Up to 2012 estimated emission reductions: 7,360 ton CO2e

Crediting Period

Ten years
Offered amount of emission
reductjons ¢ Joint Implementation:
ERUs:
AAUs (“early credits”):

X Clean Development Mechanism:

Expression of Interest

CERs:
Year Emissions {tons CO))
2008 1,840
2010 1,840
2011 1,840 -{
2012 1,840
2013 1,840
2014 1,840
2015 1,840
2016 1,840
2017 1,840
2018 1,840
Total 18,400
Proposed ERU/CER price
(EUR) 13 ERW/CER
Date of submission of
To be defined




Project Participants
Preparation of the Project Idea Note

3/14

B PROJECT PARTICIPANTS

B 1 Project Developer

Name

Envases Universales México

Type of organisation
Please also describe the
ownership structure.

Manufacturing organization. The main activily is the production of steel, PET
and aluminum containers.

Cther functions of the Applicant
within the project

Sponsor
Intermediary

Technical consultant

>0 0O O

Cther; Operator

Main activities, knowledge and
experience

Envases Universales México it is conformed by a group of business units
whose aims is the production of containers for several kind of industries.

It was founded in 1994 to produce steel containers for the food industry and
polyethylene container for the chemical industry. En 1998 it was included
PET production for the soft drink industry.

In 2003 Envases Universales de Mexico S.A. De C.V. Joining the group as a
division of aluminum containers. '

In 2008, the expansion continued reaching a total of 15 plants distributed
strategically in Mexico, with a total production of : 7,000,000,000 containers
and 8,000,000,000 close containers.

Name of contact person

Dr. Aturo Zapata

Address Calzada de Guadalupe No. 504 Col. Centro. Cuautittan,
Estado de México C. P. 54806 México.
Phone/fax 58-70-22-22 Fax: 5870-2020
. arturo.zapata@euniversales.com
E-mail
B 2 Other project
participants

Name of project participant

Type of organisation

O Govemnmental body:

O  Private enterprise

O NGO
Other:
Function within the project O  Sponsor
O  Intermediary
Technical consultant
0O Other:

Name of contact person

Address

Phone/fax

E-mail
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C HosT COUNTRY

C 1 Location of project
activity

1 Host Coumr'j-' i')arty(ies) Wexico
Region/State/Province elc. Sinaloa
City/Town/Community etc. Mazatlan

Brief description of the project
location

Mexican Guif

Mazatlan

Pacific Ocean

C 2 Status of Host
Country '

b

Host Country?

X Signed and ratified, accepted, approved or acceded to the Kyolo Protocol

O Signed the Kyoto Protocol and has demonstrated a clear interest in becoming
a Party in due time

O  Has already started or is on the verge of starting the national accession
process

Existing Memorandum of
Understanding (MoU)
(if Yes, please list the

countries)

X Yes SPAIN, ITALY, GERMANY, NETHERLANDS, AUSTRIA. CANADA, ETC
O No

1 The fist of countries which have ratified the Kyoto Protocol is avaifable at
http:/unfecc.intffileg/essential background/kycte_protocolapplication/ndf/kpstats.paf.
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D GENERAL PROJECT INFORMATION

D1 General
Information

Project name

GHG emission reduction by energy efficiency improvement in metal sheet
lacquering operations.

Project objective

Reduction of GHG emissions based on the reduction of fossil fuel
consumption {natural gas) due 1o the energy efficiency improvement by the
installation of a new technology {drying oven} in a lacquering metal paint
process.

Description of project
background

Current situation:

The coating process involves the application of coating with varnish, extemal
painting, internal health protection and drying.

The drying process is done in an serial oven in which hot air is applied to the
freshly painted sheet . Every sheet The sheet. The temperature and drying
time will depend on the type of coating used (190 © C-210 ° C). At the exit
there is a cooling zone and after this the sheet is received in a stacker.

The drying process for the coating applied is done in a serfal oven where hot
air is applied to the freshly painted sheet. The temperature and drying time
will depend on the type of coating used (190 ° C-210 ° C). At the exit there is
a cooling zone and after this the sheet is received in a stacker.

In order to fulfill environmental requirements for air emissicns, there is
instafled an incinerator to burns the air gases coming from the drying
process.

Project Purpose:

With the growing concern of climate change, the company has focused on
energy conservation strategies in the existing operations. The basic cbjective
of the project is to reduce GHG emissions through the energy efficiency
improvements by the replacement of the current equipment which in turn
reduces the fossil fuel gas consumption in the plant and subsequently
reduces the Greenhouse Gas (GHG) emissions.

The ECO-TNV German technology represents the most economical form of
air purification system for use in metal sheet lacquering operation. It has
integrated an air pollution control equipment fitted. The technology in Mexico
is new and only one plant in Mexico uses by the facquering process.

The drying process occurs in only one chamber, reducing the consumption of
fuel used.

Additionally, the thermal energy of the process is recovery and recycled, thus
if reduces energy consumption,

The system includes a vapor absorpiion chiller thereby reducing power
consumption for the refrigeration system.
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D 2 Category(ies) of
project activity
Project category ¢ Construction (or retrofitting) of combined heat and power installations;
Please mark accordingly. O  Fuel-switch projects in energy conversion installations and production planis to

renewable energy sources or from energy sources with high carben content to
energy sources with lower catbon content, especially in existing district heating
systems;

¢ Construction (or retrcfitling) of generating plants operated with renewable
energy sources {especially wind power planis, biogas or biomass combined

heat and power plants as well as hydroelectric power plants},

O Projects whose purpose is the avoidance or (snergy) recovery of landfill gas;

O Waste management measures which contribute to the avoidance of

greenhouse gas emissions, especially through energy recovery from waste, if
possible with waste heat utilisation;

X Energy efficiency profects: projects serving the reduction of end-user energy
consumption in residenttal buildings, public and private office buildings as well
as industrial applications and processes (including waste heat potentials);

O  Other: J
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D 3 Technical aspects

Technical description

The essential technical aspects
should be briefly presented.

A defailed description (max. 3 A4
pages) should be enclosed with
the PIN including the following
aspecls:

Project purpose

Applicant’s facilities to generate
Emission Reductions

Description of technology
employed and associated risks

Milestones, time schedule and
current status of implementation

Key permits and expecled date of
approval

Key contracts and expected dale
of signing

Risks during project
implementation and operation

® 5000 sparatisn haprysyear
o 20 % satup thre
& 2 % prodietian
E Y 10000 meh

v hpsed 7O shestifh -
2 aa2 sekent 19ad €5 ki'h
1réih aichzat axghanger
TRA &489-mn*th -

LA LA

L1, dtying dvin with
AT 1R AN 1
_h__ l“%?virrqmn.mthuut :

1o diying oven with’
TRA:, -

=] di:ying ovenwith
Integrated TNY
B drying oven with

“add on TR¥ ~




Project Organisation
Preparation of the Project Idea Note

8/14

E PROJECT ORGANISATION

E 1 Project team .

Project-specific qualifications and
experiences
The gssential qualifications and

experiences should be briefly
presented, details should be

enclosed with the PIN2,
"E 2 Schedule
Current project status X  Project idea
O  Planning
O  Implementation
{n process
Status of financing
. None
Status of negotiations with the
Host Country
None

Status of permission procedures
of authorities

. . From: 2007 to: 2008
Project preparation

From: 12
Construction/assembly fom: 2007 to: 2008

20 years
Project lifetime y

: 12
Generation of ERUS/CERs From: 2008 to: 2018

Other milestones

Effect of PIN acceptance on the

- Implementation of the project
time schedule of the project

2|n this context please refer to Appendices 4 and 5 of the Call for Expression of Interest.
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E 3 Financial aspects

Costs of project development
(EUR}

Please give figures and briefly
explain (background of)
calculations.

Confidential information

Costs of project implementation
(EUR)

Please give figures and briefly
expiain (background of)
calculations.

Estimated annual operating costs
(EUR)

Please give figures and brigfly
explain (background of)
calcuiations.

Estimated annual revenues

{EUR) Year Emissions Revenues for
o . {tons CQ,) CER’s

Please give figures and briefly 2000 1,840 23,920

explain (background of) 2010 1,840 23,920

calcuiations. 2011 1,840 23,920
2012 1,840 23,920
2013 1,840 23,920
2014 1,840 23,820
2015 1,840 23,920
2016 1,840 23,920
2017 1,840 23,920
2018 1,840 23,920
Total 18,400 239,200

Financing sources (equity/debt

capital, financing institutions)

Proposed ERU/CER price 13 EUR/CER

{EUR)

Please explain calculation.

The international price is around of the 22 EUR, for CDM projects, the price

is around of 15 EUR. In order to be conservative the price chosen was 13

EUR.
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F GREENHOUSE GAS EMISSION REDUCTIONS

Only projects resulting in emission reductions of greenhouse gases listed in table Fl can be
accepted as JI or CDM projects. All emissions and/or emission reductions must be stated in
metric tonnes of CO; equivalent.

¥ 1 Greenhouse gases

Greenhouse gases to be X CO

reduced by the project O CHe
O N
O HFCs
O PFCs
O 5K

The Project Boundary shall encompass all anthropogenic emissions by sources of greenhouse
gases under the control of the project participants that are significant and reasonably
attributable to the project activity.

F-2 Project Boundary

Description of Project Boundary | The boundary will be the industrial facility where metal sheet
lacquering operations occurs.

F 3 Project emissions

Description and estimation of

project-specific greenhouse The emissions of the projects are those related with the consumption of the fuel
gas emissions within the used. Itis a small scale project, ant the methodology used for the emission
Project Boundary estimation it the small scale type -D.

The methodology says that in the absence of the project the existing facility would
continue to consume energy at historical average levels, until the time at which the
industry facility would be likely to be replaced. From that point of time onwards, the
baseline scenario is assumad fo correspond to the project activity, and

baseline energy consumption is assumed to equal project energy consumption, and
no emission reductions are assumed to occur.

The application of the methodology and the estimations are in the follow sheet.
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A Baseline is the scenario that reasonably represents the anthropogenic emissions by sources
of greenhonse gases that would occur in the absence of the project (“business-as-usual-
scenario”). By comparing the Baseline with the project emissions the emission reductions
genetated can be calculated .’

F 4 Baseline

The selected approach for the baseline emissions is according to
the “Existing actual or historical emissions”.

Qutline of considered Baseline
methodology/scenario and
estimation of Baseline emissions
within the Project Boundary

It was identify three options as a the baseling scenario:

1) in the absence of the project activity, the drying of the metal
sheet lacquering operations will continues the same process.
The financing inversion of this kind of technology is very high,
and the replacement of the metal sheet equipment would not
have occurred without CDM benefits.

2) Inthe absence of the project activity, the drying of the metai
sheet lacquering operations will continues at least 5 years
and after will be replaced by a similar technology already
implemented.

3} The third scenario is the implementation of the ECO-TNV
technology which will be a technology transfer from Germany
whaere its experience has been implementad successfully,

The project will reduce GHG emissions and the emissions reductions
would not oceur in the two first cases, it results in higher GHG
emissions than those emitted in the project activity.

As the project is a replacement measure, the baseline identified
consists of the energy baseline of a new identical facility that will be
replaced in medium term.

The approved methodology for this project is the AMS-IID, and the
baseline emissions are the historical emissions.

Baseline emissions taking into a count the efficiency of the
equipment:

Annual consumption of natural gas: 1,320,000 m3
Annual consumpticn of Propane gas: 1,010,000 m3

From natural gas: 1890 ton CO2
From propane gas: 1538 ton CO2
Total emissions: 3,428 tonCQ2

Leakage is defined as the net change of anthropogenic emissions by sources of greenhouse gases which occurs
outside the Project Boundary, and which is measurable and attributable to the project activity,

F 5 Leakage

% Additionally, Leakage has to be taken into account.
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Description and estimation of The identified leakages are those related with the emissions resulting
Leakage because of the dismantling of the current equipment and the

installation of the new equipment.

F 6 Emission reductions

Crediting period 2008-2018

EStImated annual and total Project emissions:

abatement of greenhouse gas Annual consumption of natural gas: 880 m3
emissions in fonnes of GOz Annual consumption of Propane gas: 708 m3

equivalent in comparison to the Total emissions: 880 ton CO2

Baseline scenario {taking into Emission reductions = 3,428 - 890 = 1,840 ton CO2
account Leakage)
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G (AoDiTioNAL) ECOLOGICAL, SOCIO-ECONOMIC AND/OR DEVELOPMENT EFFECTS

G 1 Expected
environmental effects .| : , _ N
Expected global/locai The use of the technology not only produces clean air, it also reduces the level of
environmental effects €02 emissions, save fuel consumption.
{positive and negative) of the
project’
G 2 Socio-economic and
‘development aspects
Expecled social and economic - Contribution to imprave air qualily, life and focal health by reducing emissions to
effacts of the project _ the atmosphere.
- Positive effects in the sociaf aspect due to the implementation of measures
toward sustainability of the energy resources.
Improve security of energy supply.
- Additional economic value in the business scenario due to the generation of
CERs as economic incentive or revenues in order to reduce the IRR.
- Redugtion of fossil fuel consumption.
Project-related employment O  Employees under 14 years
structure
(O Employees over 14 years
Do any of the listed effects
occur due to the project? O Resetllement........... NO
{  Restriction of access to essential resources NO
O  Compulsory purchase of fand.................. NO

4 Abstraction of ground water or surface water may in no event be larger as the natural water influx,
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H ADDITIONALITY AND SUSTAINABILITY EFFECTS

H 1 Additionality

Presentation of the
Additionality of the project
Please explain briefly how and
why the project is additional
and therefore not the
(considered) Baseline
scenario. Please describe why
the emission reductions would
not occur in the absence of the
proposed project activity,
taking into account national
and/or sectoral policies and
circumstances.

In Mexico, there is some facility that the typical average technical iifetime is bigger
than 30 years, such is the case of the sugarcane industry, some ovens or kilns, and it
is the same case for metal sheet lacquering industry.

The additionality of the project activity can be demonstrated by the amortization time
of the investment of the project.

H 2 Sustainability
"Effects ‘

Summarising description of
the project’s contribution to
the sustainable development
of the Host Country

Project contributes to the sustainable development of the cbuntry by the conservaﬁdn
of natural resources, saving fossil fuet and reduction of poliution.




