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1.3

Fact Finding Mission on CDM Project Development in
Neighboring Countries (Peru, Mexico, Costa Rica)

Objectives

The National Council for Climate Change and Clean Devedmpriviechanism (CNCCMDL), in
cooperation with the Japan International Cooperatiom&géJICA), sent a fact-finding mission
on CDM project development to the neighboring countrieh@fDominican Republic, namely
Costa Rica, Peru, and Mexico.

The main purpose of this fact-finding mission for public @et to investigate the current CDM
project development in these countries and identify the kdéysuccess in utilizing CDM for
sustainable socio-economic development of the Dominican Repubdicthe private sector, on
the other hand, this mission aims at identifying the #&eea®rs of the new business and
investment opportunities that can be developed with the usDM (carbon credit) through
visiting the sites of CDM project and intensive discoissiwith the CDM project developers,
owners, and operators.

To meet the purposes mentioned above, the mission includessiiseotivarious CDM project
sites and opportunities of discussions with various key Eaye€DM projects including public
and private sector organizations in each of the ttweetries.

Outline of the Mission

The mission was carried out from tH&t® 17" of February 2010. The itinerary of the mission is
shown in the table below.

Table 1.1 Itinerary of the Fact Finding Mission

1. Peru

Period 7 -10 February 2010

Participants, Moisés Alvarez(Mission Leader, Director of ONMDL, CNCCMDL)
Victor Garcia (Director of ONCC, CNCCMDL)

Manuel Pefia(CNE)

Rafael Nufiez(Santiago City Hall)

Luis Pifia (Fundsacion Sur Futuro)

Carlos Romero(Induspalma)

David Abreu (SEMARENA)

Francisco R. SuazdEGEHID)

Juan Fabian (AES Dominicana)

Masaru Obara (Coordinator, JICA Study Team)

Itinerary 7 FEB Departure from Santo Domingo

8 FEB Morning

Meeting with DNA and FONAM (Carbon Fund)
(Peruvian Government)

Ms. Rosario Gomez(Undersecretary for Strategic Developmeny of
Natural Resources, CONAM)

Ms. Laura Reyes(CDM Expert, CONAM)
Ms. Julia Justo Soto (Executive Director, FONAM: Nationg




Carbon Fund)
Mr. Freddy Garro (Energy and Carbon Specialist, FONAM)

Afternoon

Visit to Fuel Switch CDM Project

Mr. Julio Zambrano

Engineer, Sudamericana de Fibras (Acrylic Fiber), El ©a
Province

9 FEB Morning
Visit to Santa Rosa Mini-hydro CDM Project, Sayantius, Huara

Province

Mr. Guillermo Alva (GCZ Ingenieros S.A.C.)

Afternoon

Visit to Landfill Methane Capture CDM Project, Ancon Did,
Lima Province

Mr. Cesar Navarro Lopez

Manager, CASREN E.I.R.L., Biogas Technology Limited.

10 FEB Return to Santo Domingo

2. Mexico

Period

10-13 February 2010

Participants

Moisés AIvarez(Mission Leader, Director of ONMDL, CNCCMDL)
Jake Kheel(Punta Cana Group)

Manuel Veloz Emilio (Fundacion Sur Futuro)

Juan Arthur (

Satoshi Sugimoto(Team Leader, JICA Study Team)

Federico Grullon (Coordinator, JICA Study Team)

Itinerary 10 FEB Departure from Santo Domingo
11 FEB Morning
Meeting with DNA (SEMARNAT, Mexico)
(Mexican Government)
Mr. Jose Antonio Urteaga Dufour
Deputy Director for Climate Change Projects, SEMARNAT
Cooridnator of the Mexican Committee for Emission Redug
Projects and Gas Capture, SEMARNAT
Ms. Lucrecia Martin
Sub-Director, Climate Change, SEMARNAT
Afternoon
Visit to the CDM project on methane capture from animahume
in pig farm
Mr. Edward Beltran
General Manager, AgCert (Project Owner)
12 FEB Visit to Vermi-compost Project (Metepec, Estdddviexico)
Dr. Mario Carrera
Presidente, Lombricultura 21 S. de C.V
(Meeting cancelled due to Dr. Mario’s trip to Equador.
13 FEB Return to Santo Domingo
3. Costa Rica
Period 14-17 February

Participants

Omar Ramirez (Mission Leader, Secretary, CNCCMDL)

Moisés Alvarez(Director of ONMDL, CNCCMDL)

lla



David Abreu (SEMARENA)

Juan Galvan (Fundacion Sur Futuro)

Ivonne Garcia (Junta Agroempresarial Dominicana)
Victor Ojeda (JICA Study Team)

Masaru Obara (JICA Study Team)

Itinerary 14 FEB Departure from Santo Domingo

15 FEB (Morning)
Meeting with DNA

(Costa Rica Government)
Jorge Rodriguez
Minister, Ministry of Environment, Energy & Telecommunications
William Alpizar

Director, DNA, Ministry of Environment, Energy & Telecom.
Oscar Sanchez Chavez Director of Environmental Service
FONAFIFO (National Fund for Forestry Financing)

Jose Alberto Cubero Moya

Chief of Proposal Development Dept. FONAFIFO

Alex Calvo

Head of Regional Office San Jose I, FONAFIFO

(Afternoon)

Visit to FONAFIFO Project site

16 FEB Visit to INOLASA Palm Oil Factory CDM ProjecDistrict of
Barranca, Puntarenas Province

Ricardo Bernadas(Plant Manager)

Domingo VazquezProduction Manager)

17 FEB Return to Santo Domingo

)

1.4 Detail of the Mission

141 Peru
(1) Meeting with DNA in Peru

Following the salutations by the Peruvian Government and tesidhi Team, the Peruvian side
explained the overview of CDM development in Peru as illtestiran the table below.

Table 1.2 Overview of CDM Project Development in Peru
ltem Contents

Maximum days required for45 days
issuance of national approval
of CDM Project
Fee for Issuance of NationaD (no fee payment required)
Approval
Principal Requirement The Project must contribute to swdtée development of the
country.
CDM Projects with national 39 projects (as of August 2009)




approval obtained Sector No. of Project
Hydropower 23
Solid Waste Management 5
Fuel Switch 5
Biomass 3
Afforestation/Reforestation L
Wastewater Treatment (Lagoon 1
Stabilization)
Improvement of Power Transmission 1

Registered CDM Projects 21 projects

CDM projects with CER 6 projects

acquisition Poechos Hydropower plant

Espino Methane Capture and Use from Industrial Effluent
Santa Rosa Hydropower Plant

Huaycoloro Landfill Methane Capture and Flare
Sudamericana de Fibras Energy Substitution
Ancon Landfill Methane Capture and Flare

CDM Project Portfolio 150 projects are listed with:
57 hydropower projects
27 afforestation/reforestation projects

Total Investment Potential faruS$ 6,271 million
Portfolio Projects

GHG Emission Reduction15,995 tCQe/year
Potential

Subsequently, Peruvian side explained the roles of FONAMigiNd Environment Fund) in
promoting CDM development in Peru. FONAM was created lopragress Law, but is ruled
under the private regimen. It is a non-profit institutiorpablic and social interest. FONAM
aims to promote public and private investment in environrh@ntgects. Among their working
areas, FONAM has focused on promotion of the Clean DewmalnpMechanism.

The role of FONAM in promoting CDM projects include:

Identify the projects that are eligible for CDM in parstep works with private sector;
Provide training and advise for development of CDM prgjeditthrough their project cycle,
ie..

Preparation of initial document (PIN: Project Idea Néve project eligibility analysis,
Elaboration of PDD (Project Design Document),

Dissemination of the proposed CDM projects to CDM comiguinélevant stakeholders,
potential investors, CER traders and buyers),

Provide advice in the process of validation and registrafitine proposed CDM projects

Promote and disseminate the national CDM project portfolio

Intermediate the CDM project proponents with national atetmational financial institutes,
investors and other relevant stakeholders.

However, FONAM itself does not have the facility designefinmnce CDM project in the form
of carbon fund. It is also mentioned that no significemntribution has ever been made by
FONAM in CDM project development as of now.



Meeting at DNA (Peru) Meeting at DNA (Peru)



(2) Visit to Fuel Switch CDM Project (Sudamericana de FSpra

Sudamericana de Fibras S.A. (SdF) is the only company ird/alvethe production and
commercialization of dry-spun acrylic fibers in Amexidt owns three plants, in Peru, Brazil, and
Mexico. SdF exports about 65% of its production.

The plant uses liquid petroleum fuels (Residual 500 amdg€@e) to generate steam and process
heat.
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Sudamericana de Fibras S.A leads this fuel-switching prtjat involves the conversion of its
plant located in the El Callao Constitutional Provinoghie Republic of Peru.
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Thus, the project brings social, environmental, and economigfitee contributing to sustainable
development objectives of Peruvian Government (in accordaiticehe National Environmental
Policy).

The project activity has been officially registered un@&M on July 2007 and 54.468 tons of
CGO; is officially certified as CER between 2005 and 2007. iftmtion is currently under way
for the verified 14,715 tons of G@etween January and December of 2008.
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Briefing at the Factory (Fuel Switch Project) Natural Gas Combined Cycle Facility
(Waste Heat Recovery)
Another View of NG Combined Facility Another View of NG Combined Facility

(3) Visit to Mini-Hydropower CDM Project (Santa Rosa)

The Santa Rosa Project is a bundle of 3 small run-of-hydropower plants located in Lima-
Peru in the Santa Rosa Irrigation in the Sayan Distridte purpose of the project is renewable
energy generation to be supplied to the National Interconn&desdric Grid (“SEIN”). The
project’s installed capacity and projected yearly avegayeeration of are totally 4.1 MW and
30.1 GWh, respectively.

The project takes advantage of 3 canal rapids in the 30kar wlaannel derived from the Huara



River by means of the Santa Rosa irrigation water intaixethe irrigation site. The three
hydropower plants, Santa Rosa I, Il and Ill are inscade, located | three slope of 29.05 meters,
50 meters, and 50 meters net head; with a nominal waterofi 5.25m3/s, 4.5m3/s, and 4.5m3/s,
respectively. The project will supply electricity to tlEIN b connecting to the 22.0KV
transmission line that belongs to the privately-owned energyilditor for the north of Lima,
EDELNOR. Each small plant will use its own 22.9/2.3KV satish and transmission line for
this purpose.

They have already received about 23,000 tonGfCCER and sold it to the carbon market at the
price of US$ 5.0 per ton of GO
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Mini-hydropower Facility Water Turbine Generator



Community Service Facilities Technology Learning Center
in the Community Facility

Cropland near the Mini-Hydro Facility Cropland near the Mini-Hydro Facility

(4) Visit to Landfill Gas Collection and Destruction (Ftay) CDM Project (Ancon Eco-
Methane Landfill Gas Project)

The Ancon-EcoMethane Landfill Gas Project is a lahdfs (LFG) collection and destruction
project in the Ancon landfill in the Lima Province. Theadfill is currently receiving 1,000 tons
of municipal waste daily from seven districts in thetn@f Lima and one district of the Province
of Callao. It includes a simple drainage system lierleachate and a simple venting system to
partially collect and flare the generated LFG.

The objective of the project is to replace the existingfeotve passive venting system by an
active gas collection system in order to utilize the L&fGhis landfill, thus minimizing gaseous
emissions and improving the overall landfill operation. Tloggat involves the investments in a
highly efficient gas collection system and flaring equiptnelt also considers, in the future,
installation of a modular electricity generation planb&connected to the grid. The project has
already received the CER of 20,512 ton CO2, issued in 4 Sept @00&ified 398 days from 30
Nov 2007 to 1 Jan 2009.
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Mexico
(1) Meeting with DNA in Mexico

The Inter-Ministerial Commission for Climate Change @QCI - Comision Intersecretarial de
Cambio Climatico) acts as the DNA in Mexico. The Cossiun convenes twice a year and is
made up of senior representatives of the environment, energyylage, transport, economics,
social and foreign affairs ministries. The lead agentythe CICC is the Ministry of the
Environment and Natural , where the Director General fom&k Change Projects acts as
central coordinator.

A Consultative Council for Climatic Change is answerabl€KCC, grouping representatives of
various social sectors, prominent private individuals a$ aghcademics and researchers, each
appointed for a four-year term. The Council prepares expedies for CICC and frames
proposals for strategies and plans of action.

The Mexican DNA is esteemed for efficient and speepgrations. Working meetings of the
responsible committee, COMEGEI, a working group of Ci@&e place each month. After
submission of the requisite documents, a decision can betegpeithin 30 days. The committee
appraises the documents and projects and submits them tBréselent of CICC with a
recommendation.

So far, there are 120 projects that have already béeraldy registered under CDM. Their total
GHGs emission reduction potential reaches about 9.3 mibios of CQ per year. There are 20
projects that have already received CERs with the accteduiatal amount of 5.8 million tons of
CO; as of October 2009. The table below illustrates the CDiIdpment in Mexico.

Table 1.3 Overview of CDM Project Development in Mexico

Item Contents

Maximum days required for30 days
issuance of national approval
of CDM Project

Fee for Issuance of NationaD (no fee payment required)

Approval

CDM  Project with no| 108 projects (as of February 2010)

objection letter, but not Sector No. of GHGs

national approval issued Project Reduction

(tonCO,ly)

Wind 9 2,375,086
Hydropower 15 2,866,898
Geothermal 3 240,767
Solar 1 103,381
Energy Efficiency/Co-gen. 41 10,840,780
Fuel Switch 2 157,197
Fugitive Methane Emission 3 865,423
Transport 1 170,000
Industrial Process GHGs 4 800,773
Pig Farm Manure Mgmt. ? 28,500
Cattle Farm Manure Mgmt. 1 32,000




Item Contents

Landfills 17 3,132,965
Wastewater Treatment 3 916,906
Afforestation/Reforestation o) 971,491
Total 23,768,702
CDM Projects with national 196 projects (as of February 2010)
approval obtained, but nof Sector No. of GHGs
registered. Project Reduction
(tonCO,ly)
Wind 3 315,441
Hydropower 7 214,396
Energy Efficiency/Co-gen. 12 746,810
Fuel Switch 3 221,839
Fugitive Methane Emission 2 664,233
Transport 1 25,887
Industrial Process GHGs 2 1,454,053
Pig Farm Manure Mgmt. 20 583,547
Cattle Farm Manure Mgmt. 8 331,017
Landfills 15 1,685,025
Wastewater Treatment 3 102,453
Total 76 6,344,700
Registered CDM Projects 120 projects (as of February 2010)
Sector No. of GHGs
Project Reduction
(tonCO,ly)
Wind 8 2,434,730
Hydropower 3 118,844
Energy Efficiency/Co-gen. 3 265,678
Industrial Process GHGs 2 2,540,280
Pig Farm Manure Mgmt. 74 2,253,434
Cattle Farm Manure Mgmt, 17 160,441
Landfills 11 1,544,907
Wastewater Treatment 1 15,153
Programmatic CDM 1 24,283
Total 120 9,357,750
CDM projects with CER 20 projects (as of February 2010)
acquisition Sector No. of CER issued
Project (tonCOy)
Hydropower 2 141,271
Industrial Process GHGs 1 4,789,363
Pig farm Manure Mgmt. 16 786,433
Landfill 1 125,591
Total 20 5,842,658

To advance CDM in the country, the foreign trade devetopnbank, Bancomext, and the
development bank, Nafin, both state-run, along with the non-goestainorganization, Centro
Mario Molina and the Ministry of the Environment, SEMARNA®unded the Mexican Carbon
Fund (Fondo Mexicano de Carbono — FOMECAR, www.fomecar.commi)ovember 2006.
The remit of the fund includes supporting national enterprésgd public institutions in



identifying and defining project ideas and providing techréeal financial assistance in drafting
Project Idea Notes (PINs) and Project Design Docum@i®s). Bancomext also offers advice
on selling CERs.

However, according to the coordinator of COMEGEI, these been no practical contribution
made by FOMECAR for CDM project development.

(2) Visit to Pig Manure Management CDM Project (Queretdexico)

The purpose of this project is to mitigate and recover drefflaent related GHGs by improving
animal waste management system (AWMS) practices.

In 2003, the swine population in Mexico was 14,625,199, of which ajppately 1.9 million
heads are in Guanajuato, Michoacan, and Queretarcsideoimg that a typical hog produces 5.8
kg of effluent daily, some 1.4 million tons of hog wast@lioduced annually in these areas alone.

The project activity will capture and combust methane gas peddférom the decomposing
manure of swine. The project applies covered lagoon methodendtbsed flaring combustion
of captured gas.

AgCert International Limited, headquartered in Dublnejdnd, is a leader in the production and
sale of GHG emission reductions through application ottjm@ changes in animal manure
management in livestock farms. It has a number of texrgid CDM projects in operation with
CER issuances in relation to animal manure managenfetypical CDM project developed by
AgCert is the anaerobic digestion of animal manure watvered lagoon to capture and destroy
(flare) or use methane, as shown the figure below.



Source: AgCert HP (http://www.agcert.com)

In the case of the project in Queretaro, we installe@dm@aerobic bio-digester, which produces
about 4,000 tonCOof CER per year. This anaerobic digestion systemahesvered lagoon of
7,000 ni with a depth of 7m. It is designed to treat animal unarirom the pig farm with 7,000
to 8,000 heads. The initial cost of the system is aqmedely US$150,000. The key of success
in animal manure management CDM project is the monitorilige monitoring plan must be
properly planned and strictly implemented in accordantike the methodology approved by the
Executive Board of CDM. All of the monitoring data hasbh® well documented with proper
monitoring equipment and data processing system. Inpbisfee project, flow meter and data
logger are replaced every year and checked of their cadibsadt certified laboratories.
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Methane Flaring Monitoring Device

Hearing Explanation by Project Leader




1.4.3

Costa Rica
(1) Meeting with DNA

Costa Rica was the first developing country that reathpbraced market mechanisms in climate
policy. Already in 1994, it pushed strongly for project-basedssions crediting and was
instrumental in getting the pilot phase for Activitiesplemented Jointly approved at COP 1 in
1995. Costa Rica developed 9 AlJ projects, of which 4iastry and 4 in renewable energy.
Costa Rica also experimented with innovative administratinetures for host country approval,
such as outsourcing from the public administration. When Gidd included in the Kyoto
Protocol, many observers thought that Costa Rica woulthbeof the first countries benefiting
from the mechanism. But, surprisingly, this was notcige. As of February 2010, Costa Rica
only has 6 registered CDM projects (two hydro, one wintk andfill gas and two biomass
project, in which CER has only been issued from one projéidie main reasons are high
percentage of hydropower for energy supply and therefore tiveblaunattractive electricity
baseline emissions factor and the difficulty in includioge$t protection projects in the CDM
because of its very ambitious forest policy. Recentlyf&CBsca announced even more ambitious
policy that it wants to become carbon-neutral by 2020. Towmitdbusinesses are to be charged
a voluntary “tax” of 10 $ per tCO2, with the revenues gaméprest conservation, reforestation,
and research in protected areas.

The Costa Rican DNA, OCIC (Costa Rican Office on tJmplementation), was established in
March 2004. Although it has its own websiteh#iip://ocic.imn.ac.cr/index.htmithere is few
information available about the national activities inatieh to CDM. The table below
summarizes the CDM development in Costa Rica

Table 1.4 Overview of CDM Project Development in Costa Rica

Item Contents

Maximum days required for30 days
issuance of national approval
of CDM Project

Fee for Issuance of NationaD (no fee payment required)

Approval
Principal Requirement forOnce the PDD has been prepared, it is evaluated witleatesp
National Approval to commercial feasibility, technology transfer, job deaand

another three sustainability criteria.

CDM Projects at validation 3 projects (as of 1 March 2010)

Estimated
. GHGs
Title Sector Reduction
(tonCO,ly)
Guanacaste Wind Farm Wind 91,000
Los Mangos landfill gas LFG 49,000
capture and flaring project
El General Hydroelectric Hydro 55,000
Project
Total 195,000
CDM Projects Registered, bub projects (as of March 2010)
no issuance of CER so far . Estimated
Title Sector
GHGs




ltem Contents
Reduction
(tonCO,ly)
Rio Azul landfill gas to LFG 156,000
energy project
Cote small-scale hydropower Hydro 6,400
plant
La Joya Hydroelectric Project  Hydrg 38,000
Tejona Wind Power Project wind 13,000
CEMEX Costa Rica: Use of | Biomass 42.00(¢
biomass residues in Colorado
cement plant
Total 255,400
CDM projects with CER 1 projects (as of March 2010)
acquisition Sector Sector CER issued
(tonCOy)
INOLASA (Coal to Biomass) Biomass 38,000
Total 20 5,842,658
Meeting with DNA (OCIC) Meeting with DNA (OCIC)

(2) Meeting with FONAFIFO (National Fund for Forestry Ficang)

This visit is intended to know the experience of Costa Ricte sustainability of the forest
sector through payment for environmental services. Theseqgmagyrare derived from the public
and private organizations that make use of environmemrtatss.

FONAFIFO was legally established in 1996. In 1997, FONAFI&@ched the Environmental

Services Payments Program (ESP) to benefit small amdiumesized landowners whose
included forests or are suitable for forestry actigjtiith the aim of promoting the conservation
and recovery of the country's forest cover.

FONAFIFO, as an instrument of national policy for teeovery of forest cover, has contributed
to the recovery of 30 % of the country’ forest cover from 2erage in 1987 to 51.4 in 2005;
more than 700,000 has incorporated into the programme of 198008&being in 85 % under
protection of forests.

The main source of funding for the Environmental Servicgsneats Programme is a fuel tax,
also referred to as the “ecota”. This special taxhenconsumption of any crude-oil derivates,



passed as part of the new Forest Law in 1996, caused magy gebate involving the National
Constitutional Court, because fiscal policy in Costa Rasain most other countries) opposes the
“earmarking” of any tax or levy for specific purposes.iétily, legal interpretations of the Forest
Law and interministerial disputes caused major delaysakimg the funds raised by this tax
available to FONAFIFO. However, such problems have bekedioand FONAFIFO is now
receiving the funds without delays. In passing this contr@leiiscal measure as part of the
Forest Law, Costa Rica has visibly succeeded in plafngsts high on the list of national
priorities.

“Environmental Service Certificates” constitute another noweanicing instrument. These
certificates are issued for voluntary contributions bypheate sector, and the funds are used to
finance the programme of payments for environmental servides. buyers of certificates
normally define to which forest areas the funds musagmied. In addition, through agreements
with hydro-electric companies, FONAFIFO obtains paymemts the protection of water
resources. Four companies are involved in this programntie,aMotal investment of US$5.6
million at present.

The international community places a high degree of camfiglén the Environmental Services
Payment Programme and the institutional framework deeedldyy FONAFIFO to implement it.
For example, the World Bank and the Global Environment Fa¢{igF), through the so-called
Ecomarkets Project, have provided, respectively, a creditof US$32.6 million and a grant of
US$8 million to help finance the programme of payments forrenmiental services and to
strengthen FONAFIFO and the local non-governmental organigationolved in the
implementation of the programme.

Based on the long experience of forest conservation aboWAFHBO offered the missions to
implement the first cooperation project between Costa Rind the Dominican Republic in so-
called “Reduced Emissions from Deforestation and F@egradation (REDD)” projects. Costa
Rica is willing to provide technical assistance in the Docain Republic in this field.

Meeting at FONAFIFO Interview with the Participants in FONAFIFO
Programme




Reforestation Site

Road at the Reforestation Site




(3) Visit to Fuel Switch from Coal to Biomass (Palm Oiedtdue) CDM Project (Industrial
Oleaginosas Americanas S.A.: INOLASA)

The project activity comprises the installation of a bisnhelled boiler to supply steam for
internal production processes, displacing a coal-fireegboiCoal will be replaced by palm kernel
shells (PK shells), empty fruit bunches (EFB) and othge tyf renewable biomass available in
the area, saving coal consumption and consequently redwaringncemissions.

The project activity will be developed at INOLASA, whigha company established in 1986 in
Costa Rica, with the objective of supplying the country @nadregion of Central America with
high quality soybean products.

The CDM project was motivated by the double need for st€Bnfor heating and (2) for vacuum
production. The high cost of oil (bunker) resulted in high obstteam, thereby inducing the
search for alternative fuel, of which the first to beught under consideration was coal. The use
of biomass from palm oil was brought under consideration dieetadded advantage of CERS,
despite the technical difficulties of switching from liquiefiio solid fuel.

In CDM projects involving biomass, it is essential to defirem the outset: (1) the type of
biomass to be used, and (2) the availability of the biom&s® types of biomass were defined
from palm oil: (1) palm kernel shells (PK shells), andg@pty fruit bunches (EFBS).

PK shells pose no problem as they are compact and easilpustible, but EFBs have to be
milled to process it as 8 cm long fiber. They also Hawmidity content (about 50%), thereby
requiring installation of dryer.

The biomass is transported 266km from the palm oil factoy,agpenalty has to be paid for the
fuel consumption involved in the biomass transport (about )0.8%

German KfW provided extensive assistance in CDM prajegelopment all through the process
of CDM project cycle. INOLASA also made a carbon crguitchase agreement with KfW
during 2007-2014 with the total CER amount of 262,000 tanCIhe carbon price ranges from
8.5 to 9.5 Euros per ton of G@educed. Other important information in relation he CDM
project is as shown in the table below.
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"ot 1,531 tonCQ(in 1 Sep 2008 for the verified 32 days from 30 Nov 2007
to 31 Dec 2007)
19,695 tonCQ(in 26 Feb 2009 for the verified 335 days from 1 Jan 2008
to 30 Nov 2008)

5 $%¢& Project Design Document
-$& * Validation Report
Y(+ + Monitoring Report (for 1 Sep 2008 — 30 Nov 2008 and for 1 Jan 2008 —

30 Nov 2008)
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* ! 26,000 ton for Jan 2008 - Nov 2008
&()- 24,560 ton for Dec 2008 - Sep 2009
Meeting at INOLASA Meeting at INOLASA
Shreded PK Shells EFB Fibres
INOLASA Plant Hearing from Plant Manager

1.5 Preliminary Observations

1.5.1 Peru



152

In terms of institutional mechanism and human resouagmaty, DNA in Peru seems well
developed and designed to promote CDM projects in the countrys also suitable for the
Dominican Republic to learn from Peru and duplicate its oreasor CDM project development.
Proper and clear allocation of tasks between CONAMthasDNA of CDM responsible for

evaluating the CDM for issuance of national approvals, aDNAM, as the promoter of the
CDM smoothen the development of CDM projects in this cgunifhe measures applied for
CDM project promotion in Peru are characterized by sdpated documentation of the
country’s potential of CDM in the form of “CDM ProjeBortfolio” and timely collaboration with

bilateral and multilateral donors for technical and fin@nassistances. The Country’'s CDM
rating is ' among the whole host countries, right after Brazil.

First of all, it is of great importance for the Domizic Republic to prepare the national CDM
Project Portfolio at the level of details similar witite case of Peru. Active communication with
the potential key stakeholders of CDM in public as well agfgisector is the key of developing
a complete national CDM project portfolio in the country.

Secondly, the roles of the government as the evaluator and proohd€DM projects may need
to be separately shouldered by different organizations #e case of Peru. In the case of the
Dominican Republic, the carbon fund, as provided in the prasadelecree on establishment of
CNCCMDL, should be responsible for promoting CDM projaéctthis country.

From the operations of carbon fund in other host coestthe actual roles of carbon fund are
limited to provision of technical and financial assistanoe the process CDM related
documentation and registration, and not to financing thegofhemselves. On the other hand,
another important role of carbon fund is to bridge the piatethevelopers of CDM projects with
potential buyers of carbon credit or carbon financinglifees. In the case of Peru, the
collaboration with the Prototype Carbon Fund constitutesdge between them. Conclusion of
cooperation agreements with the Annex | countries of thed<fwotocol may also provides
opportunities to make access to potential buyers of cachemit arising from CDM projects.
There are also important roles of the carbon fundepitbmoter of CDM in other host countries.

Mexico

Mexico is currently ranked as th& #h CDM host countries rating, which is in between|E€&*
rating) and Brazil 8). It has currently 120 projects registered, covering atdit different
sectors with the potential CER issuance of about 9amilonCQ annually. There are also 20
CDM projects receiving issuance of CER, amounting to aqumidely 6 million tonCQ@so far.

It also has about 180 CDM project pipelines, waiting @tianal approval or in the process of
project documentation for registration.

Although Mexico is seemingly very active in CDM project depenent if seeing these
achievements above, the role of government in CDM project gevelat is comparatively
limited. There are only two government officials permalyersctive in CDM project
development at COMEGEI, a working unit of CICC, DNA in Noex However, this unit holds a
meeting monthly to conduct a preliminary evaluation on theMCproject proposals and
contribute to minimizing the process of obtaining the natiapgproval of CDM projects. The
average period required for national approval in Mexsc80 days while Peru and Costa Rica
requires 45 days.

Another important factor to be noticed is the activegigvsector participation in CDM project
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development, especially from foreign companies and investws.example, there are about 100
registered CDM projects in relation to animal manuesmagement are developed in Mexico with
the initiative of only two foreign CDM developers (one of whis AgCert, who is the developer

of the CDM project the mission paid a visit this tim&uch involvement of active private CDM

project developers is the key of success in Mexico. Takimgaccount the different investment
opportunities and climate between Mexico and the DominReapublic, it is not easy to invite

potential private CDM project developers to this coumirjhe same as Mexico. However, it is
of great importance for the government to have accessudb developers while developing

clearly defined national CDM project portfolio.

Costa Rica

In spite of early efforts of CDM project development,s@oRica is in the difficult situation of
realizing CDM projects mainly due to its unique energix rhaving high percentage of
renewables and advanced environment policies and measureemgguidsy the Environmental
Services Payments Program (ESP) of FONAFIFO, a selffiing programme of reforestation.
In this regard, the Dominican Republic does not have mudakato from Costa Rica in terms of
CDM project development, however, its long experience irsta@enservation is worth learning
and incorporating into the forest policies in this countr In developing the AR CDM

(Afforestation/Reforestation CDM), the Dominican Repuldian a good position to learn from
Costa Rica on policies, measures and their implementatide it also learns from Peru on how
to develop AR CDM as the first AR CDM has just been tegesl. Collaboration with these two
countries may create a good opportunity for the Dommieapublic to start promotion of AR
CDM.

Views of the Mission Members

Potential CDM Projects

As all the members participating in this mission haver tlog¥n interest in CDM project
development in relation to their relevant sectors agldgiof businesses, most of them identified
potential CDM projects that can be developed or arehwoviestigating their possibility. The list
of potential projects identified by the mission memlagesshown below.

Type of Project Biogas capture produced by organic waste, pig farms, sewage treatment
facilities. The Punta Cana region produces a considerable amount of organic
waste (approximately 80 tons/day). If this could be harvested it could be used
to produce energy.

Potential Project This project could be carried out by private sector companies (hotels,
Developers/owners business, developers) working with the municipalities and private investors.
Key Municipalities, investors, operators (could be landfill owners, pig farms or
players/stakeholders to private companies.

be involved

Scale of the Project In order to be interesting for CDM, the project would need to be quite big or

group together numerous projects. In order to function as a CDM project, this
would be a regional project including all hotels and local municipalities.

Expected The lack of experience implementing and screening approval for CDM.
Constraints/Obstacles Coordinating classification of waste

Political interest

Special interest




Types of Project

Fuel Switch (Conversion of existing fuel oil-based electric generators to natural
gas)

Potential Project
Developers/owners

Punta Cana Group with financing

Key
players/stakeholders to
be involved

Group Punta Cana

Scale of the Project

Our current electric plant is 8 MW. The conversion could include construction
of an additional plant of the same capacity.

Expected
Constraints/Obstacles

Initial capital investment
CDM process — lack of experience
Evaluation of feasibility

Type of Project

Use of landfill methane gas for power generation.

Potential Project
Developers/owners

Partnership between Santiago’s City Hall and private sector

Key
players/stakeholders to
be involved

Free Zone Corporation as consumers of energy.
Business Assaociations of Santiago.
Commerce Chamber of Cibao
AIREN (North Region’s Industrial Association
NGOs as:

- Xunta de Galicia

- Jacarafe

- Fundacion Solidaridad

Scale of the Project

Current waste discharge to landfill: 800ton/day
Probability to increase waste discharge upon 1,000 tons per day after
includes surrounding communities.

Expected
Constraints/Obstacles

Citizen education
Financial capacity
Technological
Technical Capacity
Environmental Permit

Type of Project

Power generation by burning municipal waste
It consists of collecting, recycling municipal waste and generate
electricity by burning.

Potential Project
Developers/owners

Foreign investors interested in selling electricity to the SENI (National
Interconnected Electric System).

Key
players/stakeholders to
be involved

National Commission of Energy (CNE)

Municipalities (City Hall)

Ministry of Environment an Natural Resources (SEMARENA)
National Council of Climate Change and CDM

Scale of the Project

Could be developed projects from 20 to 200 MW, depending on the capacity of
the generated waste.

Expected
Constraints/Obstacles

Environmental permits

Types of Project

Wind power generation projects

Potential Project
Developers/owners

Foreign investor

Key
players/stakeholders to
be involved

National Commission of Energy (CNE)
National Council of Climate Change and CDM

Scale of the Project

There are concessions already granted for 200 MW and 1,050 MW
(provisional)

Expected
Constraints/Obstacles

Technical constraints of power dispatch caused by harmonic generation




Types of Project

Agricultural production for biodiesel manufacture from planting Higuereta
(Ricinus comunis) and Jatropha Curcas.

Potential Project
Developers/owners

Globasol: is an international company from Spain dedicated to developing
sustainable renewable energy.

Key
players/stakeholders to
be involved

National Commission of Energy (CNE)

Bio technology and Industry Institute (IBBI)
Dominican Agrarian Institute (IAD)

Dominican Institute of Integral Development (IDDI)

Scale of the Project

Production of 110,000ton/y (30 million/gallons/year) of biodiesel.

Expected
Constraints/Obstacles

High production cost.

Type of Project

Project manure to generate electricity, heat an organic fertilizer for Hacienda
Rivera S.A, located in La Vega, Dominican Republic.

Potential Project
Developers/owners

- Tony Rivera, President.

Key
players/stakeholders to
be involved

Executive staff of the company
Project developers of the German consulting company
Aqualimpia Beratende Ingenieure

Scale of the Project

According to preliminary data, could be installed a electrical power between
400 KW to 450 kW.
The annual estimated production of CO2e is 30,000 tons.

Expected
Constraints/Obstacles

- Lack of vision by the executives
- Additional Financing with low rates

Types of Project

Use of the effluent from extraction process of palm oil to produce biogas,
electricity and fertilizer for INDUSPALMA company, located in Monte Plata,
Dominican Republic.

Potential Project
Developers/owners

Executive staff of the company and Mercasid Group.

Key
players/stakeholders to
be involved

Executive staff of the company

Project developers of the German consulting company
Aqualimpia Beratende Ingenieure

South pole Asset Management Ltd. / Swiss Carbon Assets Ltd.

Scale of the Project

According to preliminary data, could be installed 400 kW power capacity to
operate for 20 hours and 350day/year. On average there are 2.920.000 Kw
per year.

The estimated production of CERs equivalent is approximately 10,000 t / year.

Expected
Constraints/Obstacles

-Existing macro-economic conditions
-Additional Financing with low rates

Types of Project

The project seeks to eliminate the discharge of organic waste to the
environment caused by tourism comprised by touristic cluster of the East side
of Dominican Republic, by using bio-digesters. The use of bio-digesters will
allow producing biogas, electricity and bio-organic fertilizer.

The project will be carry out in the lands provided by the city hall of Veron-
Punta Cana, municipality of Punta Cana, province of La Altagracia, Dominican
Republic. The project will benefit the community by reducing the use of
chemical fertilizers used in the area, cleaner electricity generation, reducing
combustion of fossil fuels oil, protection of water resources and reducing
emissions of CH4 to the atmosphere. The project aims to exploit organic
waste produced in the area, which now becomes an environmental problem,
to produce bio-fertilizer and electricity.

Potential Project
Developers/owners

Ecological Punta Cana Foundation
Touristic cluster La Altagracia.

Key
players/stakeholders to
be involved

- JICA
- BID
- German consulting company Aqualimpia Beratende Ingenieure

Scale of the Project

The project involves processing 80 tons per day of organic matter. The
utilization of this biomass will produce approximately 450 kW of power




continuously 24 hours and 166,081 kg / day of bio-fertilizer.

The project includes the installation of a pilot plant to assess the potential of
biogas, electricity and bio-fertilizer for the conditions of the area.

The estimated production of CERs equivalent to 20,853 tons / year.

Expected
Constraints/Obstacles

Lack of coordination, leadership, logistic between government and
municipalities authorities.
Lack o financing from commercial banks with low rates.

Type of Project

Palomino’s hydropower project
- Hydropower generation through reservoirs and waterfalls in irrigation system.

Potential Project
Developers/owners
EGEHID

EGEHID as owner of the project. Builder company as project developer as
well as broker and managing financial resources.

Key
players/stakeholders to
be involved

EGEHID. In the operation phase of the project, relevant player is the owner. In
the implementation phase the relevant stakeholders are the owner and the
builder company.

Scale of the Project

-The installed capacity of the project is 80MW.
-The current status of this project is in the preparation phase of the PDD.

Expected
Constraints/Obstacles

- The main obstacle is the issuing of the corresponding environment permit
and licenses.

Types of Project

Las Placetas’s hydropower project
- Hydropower generation through reservoirs and waterfalls in irrigation system.

Potential Project
Developers/owners
EGEHID

- EGEHID as owner of the project. Builder company as project developer as
well as broker and managing financial resources.

Key
players/stakeholders to
be involved

- EGEHID. In the operation phase of the project, relevant player is the owner.
In the implementation phase the relevant stakeholders are the owner and the
builder company.

Scale of the Project

-The installed capacity of the project is 80MW.
-This project will start the CDM procedures soon.

Expected - The main obstacle is the issuing of the corresponding environment permit
Constraints/Obstacles and licenses.
Type of Project Fuel Switch
Fuel switch from fuel, diesel, residual to natural gas
Potential Project Mercasid
Developers/owners INCA

Cerveceria Nacional Dominicana

Key
players/stakeholders to
be involved

AES Dominicana
Industrial Sector

Scale of the Project

Upon 300,000 CO2 ton/year
This figure represents emission reductions taking into account the sale of NG
in the Dominican Republic.

Expected
Constraints/Obstacles

- Environmental permits

- Financial

- Technological

- Weak promotion on the use of NG. There are difficulties about the time to
response and the requirements for environmental permits.

- New technologies and technical staff according to these technologies are
required.

- NG has taxes and lack of appropriate regulation.

Type of Project

Afforestation Reforestation

- Reforestation of lands for carbon removals and use of wood for
commercial purposes in order the project may be sustainable. The trees
to be planted should be a trees species which have a commercial value,
for example, the native pine, Pinus Occidentalis or acacia, preferably

Potential Project
Developers/owners

- The Korean Government had been interested in developing A/R CDM
projects in the Dominican Republic. A Government representative has
visited three times the Dominican Republic for this purpose.




- Canada might be interest in developing A/R CDM projects if Dominican
Republic meets all requirements to develop as a viable CDM project.

Key
players/stakeholders to
be involved

- Farmer’ association & cooperatives could play a relevant role in the
development of CDM project, if provided incentives for its
implementation.

Scale of the Project

- Cannot specify

Expected
Constraints/Obstacles

- There is no clear government policy on continuity of projects already
started that assure on time its implementation, this policy typically
change depending on changing authorities when a new government
rules the country.

- Previously existed a forestry law, but it was repealed at the time of the
enactment of environmental law 64-00 in year 2000.

- Financial assistance is required.

Types of Project

Methane production through the appropriate management of manure from pig
and poultry farms

Potential Project
Developers/owners

Cannot specify

Key
players/stakeholders to
be involved

Association and cooperatives of pig and poultry’s farmers of the Dominican
Republic, which grouped large, medium and small farmers

Scale of the Project

Cannot specify

Expected
Constraints/Obstacles

Financial barriers

Types of Project

Use of rice husk for steam and electricity generation

Potential Project
Developers/owners

Cannot specify

Key
players/stakeholders to
be involved

Association of rice farmers

Scale of the Project

Cannot specify

Expected
Constraints/Obstacles

Financial barriers




