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1 EXECUTIVE SUMMARY — VALIDATION OPINION

DNV Climate Change Services AS (DNV) has perforaedlidation of the project activity “Vaayu

India Wind Power Project in Gujarat” in India. Thealidation was performed on the basis of
UNFCCC criteria for the Clean Development Mechanists well as criteria given to provide for
consistent project operations, monitoring and reijmay.

The review of the project design documentation #mel subsequent follow-up interviews have
provided DNV with sufficient evidence to deternihefulfilment of stated criteria.

The project participant is Vaayu (India) Power Coration Private Limited from host Party, India.
The host Party India meets all participation regrivents and the DNA of India has approved the
project on 15 November 2010 and authorized the gotoparticipant. The DNA of India also
confirmed via the letter of approval that the paijassists in achieving sustainable developmerit /27

The project correctly applies the baseline and nwoitig methodology ACMO0002 version 11
“Consolidated baseline methodology for grid-coneelctelectricity generation from renewable
sources” /29/.

By generating electricity from wind energy soureesl exporting to the NEWNE grid of India, the
project activity displaces an equivalent amountgdfl power, which is pre-dominantly fossil fuel
based. Hence the project results in reductions ©f €missions that are real, measurable and give
long-term benefits to the mitigation of climate obe. It is demonstrated that the project is nakealy
baseline scenario. Emission reductions attributatolethe project are hence additional to any that
would occur in the absence of the project activity.

The total emission reductions from the project esémated to be on the average 106 378,8Cer
year over the selected 10 year fixed crediting gueriThe emission reduction forecast has been
checked and it is deemed likely that the stated ummnds achieved given that the underlying
assumptions do not change.

The monitoring plan provides for the monitoringtleé project’s emission reductions. The monitoring
arrangements described in the monitoring plan @&a&sfble within the project design and it is DNV’s
opinion that the project participants are able toglement the monitoring plan.

In summary, it is DNV’'s opinion that the projecttisity “Vaayu India Wind Power Project in
Guijarat” in India, as described in the PDD, versiéhdated 19 January 2011, meets all relevant
UNFCCC requirements for the CDM and correctly applthe baseline and monitoring methodology
ACMO0002, version 11 /29/. Hence, DNV requests the redistnaof the project as a CDM project
activity.

Bangalore and Oslo, April 2011

X
\.\_\? i }

Murali Govinrajulu Michael Lehmann
CDM Validator Director of Services and Technolagie
DNV Bangalore, India DNV Climate Change Services(BSIV)

Page 1




DET NORSKE VERITAS i g
Report No: 2010-9338, rev. 02

VALIDATION REPORT

7]
&
€

2 INTRODUCTION

Vaayu (India) Power Corporation Private Limited ltasnmissioned DNV Climate Change
Services AS (DNV) to perform a validation of theaya India Wind Power Project in Gujarat
project in India (hereafter called “the projecthhis report summarises the findings of the
validation of the project, performed on the bagislNFCCC criteria for the CDM, as well as

criteria given to provide for consistent projecteogtions, monitoring and reporting.

UNFCCC criteria refer to Article 12 of the Kyoto d®ocol, the CDM modalities and

procedures and the subsequent decisions by the Exadutive Board.

2.1 Objective

The purpose of a validation is to have an indepentterd party assess the project design. In
particular, the project's baseline, monitoring pland the project's compliance with relevant
UNFCCC are validated in order to confirm that thiejgct design, as documented, is sound
and reasonable and meets the identified criteraidgtion is a requirement for all CDM
projects and is seen as necessary to provide assuta stakeholders of the quality of the
project and its intended generation of certifiedssion reductions (CERS).

2.2 Scope

The validation scope is defined as an independaahtobjective review of the project design
document (PDD). The PDD is reviewed against theeiga stated in Article 12 of the Kyoto
Protocol, the CDM modalities and procedures aseahie the Marrakech Accords and the
relevant decisions by the CDM Executive Board, udaolg the approved baseline and
monitoring methodology ACMO0002(version 11) /29/. The validation was based on the
recommendations in the Validation and VerificatManual /28/.

The validation is not meant to provide any consglttowards the project participants.
However, stated requests for clarifications andforective actions may have provided input
for improvement of the project design.
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3 METHODOLOGY
The validation consisted of the following three pést

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

opinion.

The following sections outline each step in mor&iile

3.1 Desk review of the project design documentation
The following tables list the documentation thasweaviewed during the validation.

3.1.1 Documentation provided by the project participants

11/

121

13/

14/

15/

16/

7l

18/

19/

110/

111/

112/

113/

114/

VIPCPL: CDM-PDD for project activity “Vaayu i@ Wind Power Project in Gujarat”
in India, Version 1 dated 17 July 2010, versiona?ed 30 November 2010 and final
version 3 dated 19 January 2011.

VIPCPL: CER Calculation Sheet.xls, version atedl 17 July 2010 and final version
dated 19 January 2011.

VIPCPL: Investment Analysis.xls, version 1 ahfiy July 2010 and final version dated
19 January 2011.

VIPCPL: Benchmark Sheet.xls, version 1 dateduly 2010 and final version dated 19
January 2011.

VIPCPL: Board resolution passed at the meatinipe Board of Directors of VIPCPL,
dated 28 November 2009

VIPCPL: Copy of email with intention to seek MDstatus for the project activity sent
to MoEF, India, dated 11 March 2010

VIPCPL: Copy of email with intention to seek MDstatus for the project activity sent
to UNFCCC, dated 7 April 2010.

EIL: Copy of budgetary offer for 51.2 MW WindW®Rer Project in Gujarat, dated 20
November 2009.

VIPCPL: Copy of Detailed Project Report of theject activity, dated 25 November
2009.

VIPCPL: Copy of purchase order for 51.2 MW WiRarm Project in Gujarat, dated 5
December 2009.

VIPCPL: Copy of loan application to IDFC fdret project activity, dated 16 March
2010

IDFC: Copy of loan sanction letter for the jpri activity to VIPCPL, dated 30 April
2010.

VIPCPL: Land sub lease documents for 3 WEGedia3 May 2010, 5 WEGSs dated 13
May 2010 and 1 WEG dated 21 August 2010.

C-WET: Copy of Plant Load Factor estimatiopawe for the project activity dated 26
April 2010.

Page 3




DET NORSKE VERITAS i g
Report No: 2010-9338, rev. 02

VALIDATION REPORT DNV
/15/  GEDA: commissioning certificate of 5 X 800 KWEGs at Padavala Village, Rajkot,

116/

1171

118/

119/

120/

121/

122/

123/
124/

125/

126/

3.1.2
127/

3.1.3
128/
129/
130/
131/
132/

133/
134/

135/

Gujarat dated 6 July 2010.

GEDA: commissioning certificate of 3 X 800 kWEGs at Machharda Village,
Jamnagar, Gujarat dated 17 July 2010.

GUVNL: Copy of Power Purchase Agreement foiW, 2.4 MW and 44.8 MW dated
10 June 2010, 7 July 2010 respectively and 06 g4 1.

VIPCPL: Copy of local stakeholder invitationlgished in the newspaper and personal
invitation.

VIPCPL: Minutes of meeting, list of attendesith their signature and photographs of
local stakeholder meeting conducted for projectvagtheld at Jamnagar dated 9
February 2010.

Jamnagar Forest Department: Diversion of 68d&2are of forest land for construction
of 58.40 MW wind power project dated 28 July 2010.

GEDA: Copy of permission letter for setting 4p MW, 2.4 MW and 0.8 MW in
District Jamnagar and Rajkot dated 26 March 201yl 2010 and 1 September 2010
respectively.

EIL: Technical specifications of E-53 WEG dha0 November 2009.

IPCC 2006: Chapter 1 and 2 of Guidelines fatibhal Greenhouse Gas Inventories.

VIPCPL: Certificate of Incorporation of Vaayindia) Power Corporation Private
Limited, dated 12 November 2009.

Income Tax Act: Rates of depreciation applieastom Assessment year 2006-07
onwards: Appendix | (rule 5).

DNA of India: Email acknowledgement sent tmjpct proponent regarding CDM
consideration for the project activity dated 15 8ta2010.

Letters of approval
Name of DNA (DNA of India): Letter of approvdhted 15 November 2010.

Methodologies, tools and other guidance by the CDMxecutive Board
CDM Executive Board: Validation and Verifiaai Manual, version 1.2

CDM Executive Board: ACM0002, “Consolidatedsbbne methodology for grid-
connected electricity generation from renewablec®al, version 11.

CDM Executive Board: Tool for the demonstratiand assessment of additionality,
version 05.2

CDM Executive Board: Tool to calculate the ssion factor for an electricity system,
version 02

CDM Executive Board: Guidelines for the repuagtand validation of plant load factors
version 01.

CDM Executive Board: Guidelines on assessrokimvestment analysis version 03.1

CDM Executive Board: Guidelines on the demaigin and assessment of prior
consideration of the CDM version 03.

CDM Executive Board: Glossary of CDM terms &ien 05.
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3.1.4 Documentation used by DNV to validate / cross-checkie information
provided by the project participants

136/

137/

138/

139/

140/

141/

142/

143/

144/
145/

146/

1471

148/

149/

150/

CEA: CQ Baseline Database for the Indian Power Sectorsiviers, Date: November
20009.
http://www.cea.nic.in/planning/c%20and%20e/Governt%e00f%20India%20websit
e.htm

MoEF: The Ministry of Environment and ForegtdoEF), Government of India
notification, regarding the requirement of Enviramwh Impact Assessment (EIA)
studies, dated 14 September 2006.

GERC: Determination of the tariff for Procuremb of Power by Distribution Licensees
from Wind Energy Generators and other commercgaldés dated 30 January 2010.
http://lwww.gercin.org/docs/Orders/Nonconv%20ordéesir%202010/Order%201-
2010.pdf

Ministry of Environment and Forest (DNA of iajt Reference used to cross check the
authenticity of Letter of Approval issued for theject activity.
http://cdmindia.in/project_details_view.php?id=19iid=1&page=2&reporttype=1
UNFCCC secretariat: Email acknowledgement denproject proponent regarding
CDM consideration for the project activity datedNidy 2010.

Financial Management: Theory and Practice booktevwritby Professor Prasanna
Chandra (Director, Centre for Financial Managememd ex professor of finance at
IIM- Bangalore)

Risk free rate proposed by Reserve Bank dalfat the month of November 2009.
http://rbidocs.rbi.org.in/rdocs/Bulletin/PDFs/27UNOV09. pdf

Historical Risk free rate form the Reserve IBafhindia
http://rbidocs.rbi.org.in/rdocs/Publications/PDBRYT HBSE200910.pdf

BSE-200 data from 1 April 1989 to 30 Octob@02 available atvww.bseindia.com
CRISIL Advisory Services: Report on Cost ofpifal calculation method for Central
Sector Utilities dated 13 April 2000.

GERC: draft order on Determination of the ffafor Procurement of Power by
Distribution Licensees from Wind Energy Generatargl other commercial issues
dated 17 June 2009.
http://www.gercin.org/docs/Discussion%20Papers/Papeaft%202%200f%202009/
Draft%20Wind%200rder.pdf

United India Insurance Company Limited: insww& quotation received for the project
activity dated 27 October 2009.

VIPCPL.: Sales invoices raised to GUVNL by jaijproponent for the project activity
for the month from July 2010 to December 2010.

Ministry of new and renewable energy sources: g&sion Based Incentives for wind
power projects in India:
http://www.cwet.tn.nic.in/Docu/Grid%?20Interactive@2&ind%20Power%20Projects.p
df

Ministry of new and renewable energy sources: efarated depreciation policy for
wind power projects in India:
http://www.pressnote.in/MNRE-incentives-for-indegdent-power-producers-
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_62111.html
/51/ RBI: Prime lending rate proposed by reserve bankinoia in weekly statistical

152/

153/

154/

55/

156/

supplement dated 13 November 2009 (latest appécablthe time of investment
decision):

http://rbidocs.rbi.org.in/rdocs/Wss/PDFs/WSS131 fdf

Income Tax Act 1961, sourced from Income Tax Deparit, Ministry of Finance.
http://law.incometaxindia.gov.in/DIT/Income-tax-a@spx

Wind Power Directory 2009: detailed list ofndi power projects commissioned in all
states of India.

VIPCPL: Undertaking submitted by project proponeiast DNA of India for
commitments and monitor-able action plan towarddasnable development dated 20
July 2010.

GETCO:Monthly Share Certificate issued by preparedG@TCO for the month from
July 2010 to December 2010.

Vish Wind Infrastructure LLP: Undertaking snitted to Ministry of Environment and
Forest (DNA of India) that all the formalities tasure transfer of lease pertaining to
“Vaayu India power project in Gujarat” in favor ¥1PCPL will be completed as per
prevailing norms.

Main changes between the version of the PDD puddisfor the 30 days stakeholder
commenting period and the final version of the Pfbmitted for registration:

Correction in post tax equity IRR calculation idiwith the requirement of Guidelines
on assessment of investment analysis version 03.1.

Provision for monitoring the net electricity gen@a in order to calculate baseline
emission has been formalized.

Revision in sensitivity analysis inline with the querement of Tool for the
demonstration and assessment of additionality jore35.2

Detailed chronology for CDM consideration inlinetivthe requirement of Guidelines
on the demonstration and assessment of prior cenagidn of the CDM version 03.

Inclusion of generation based incentive in posteiguity IRR calculation.
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3.2 Follow-up interviews with project stakeholders

On 1 October 2010, DNV conducted the site visithef project at project site. Representative
of the project participant (VIPCPL) and project soltant (PwC) were interviewed to confirm
the stated information and to resolve issues itledtin the document review. The main
topics of the interviews are summarized in thedddalow.

Date Name Organization Topic

2010-10-01 Mr. Puneet Katyal Vaayu (India) » Proof of CDM consideration
Ms. Anushree Mishra Power _ » Applicability of methodology
Mr. Rohit Joshi Corporation > Review of project design and

Private Limited technology used.
» Review of monitoring and

Mr. Swarup Mohanti  Price Waterhouse ~ Verification procedure,
Mr. Neeraj Gupta Coopers management structure of the

organization.

» Environmental consents and
permits.

» Review of the stakeholder
consultation process.

» Operation & maintenance
procedures.

» Determination of baseline.
» Third party assessment of PLF

» Emission reduction
calculations and data used
therein.

» Financial of the project
activity.

» Benchmark analysis
» Common practice analysis

3.3 Resolution of outstanding issues

The objective of this phase of the validation igéeolve any outstanding issues which need
be clarified prior to DNV’s positive conclusion dhe project design. In order to ensure
transparency a validation protocol was customisgdie project. The protocol shows in a
transparent manner the criteria (requirements),ns\ed verification and the results from
validating the identified criteria. The validatipnotocol serves the following purposes:

» It organises, details and clarifies the requirem@n€DM project is expected to meet;
» It ensures a transparent validation process wheeevalidator will document how a
particular requirement has been validated andekeltrof the validation.

The validation protocol consists of four tables.eTtifferent columns in these tables are
described in the figure below. The completed vaiata protocol for the project activity
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“Vaayu India Wind Power Project in Gujarat” in ladis enclosed in Appendix A to this
report.

A corrective action request (CAR) is raised if afiehe following occurs:

(a) The project participants have made mistakes thétimfluence the ability of the
project activity to achieve real, measurable addél emission reductions;

(b) The CDM requirements have not been met;
(c) There is a risk that emission reductions cannahbsitored or calculated.

A clarification request (CL) is raised if informati is insufficient or not clear enough to
determine whether the applicable CDM requiremeat&lbeen met.

A forward action request (FAR) is raised duringidafion to highlight issues related to
project implementation that require review durihg first verification of the project activity.
FARs shall not relate to the CDM requirements &gistration.
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Validation Protocol Table 1: Mandatory Requirements for CDM Project Activities

Requirement Reference Conclusion

The requirements thepGives reference to the legislatignThis is either acceptable based on evide

project must meet. or agreement where theprovided OK) or a corrective action reguest
requirement is found. (CAR) if a requirement is not met.

nce

Validation Protocol Table 2: Requirement Checklist

Checklist question | Reference Means of | Assessment | Draft and/or Final Conclusion
verification (MoV) by DNV
The various Gives Means of verification| The OK is used if the information and
requirements in reference to | (MoV) aredocument | discussion | evidence provided is adequate to
Table 1 are linked | documents | review (DR), on how the | demonstrate compliance with CDM
to checklist where the interview (I) or any | conclusion | requirements. Aarective action
guestions the answer to other follow-up is arrived at | request (CAR) is raised when
project should the checklist| actions (e.g., on site | and the project participants have made
meet. The checklist question or | visit and telephone of conclusion | mistakes, the CDM requirements
is organised in item is email interviews) and on the have not been met or there is a risk
different sections, | found. cross-checking (CC) | compliance | that emission reductions cannot bef
following the logic with available with the monitored or calculated. A
of the CDM-PDD information relating | checklist clarification request (CL) is raised
to projects or guestion so | if information is insufficient or not
technologies similar | far. clear enough to determine whether
to the proposed CDM the applicable CDM requirements
project activity under have been met. forward action
validation. request (FAR) during validation is
raised to highlight issues related to
project implementation that require
review during the first verification o
the project activity.

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

Corrective action and/
or clarification
requests

in table 2

Ref. to checklist question

Response by project
participants

Validation conclusion

TheCARs and/ orCLs
raised in Table 2 are
repeated here

Reference to the checklis

The responses given by

The validation team’s

question number in Table
2 where the CAR or CL ig|
explained.

the project participants
to address the CARs
and/or CLs.

assessment and final
conclusions of the CARs
and/or CLs.

Validation Protocol Table 4: Forward Action Requests

Forward action request

Ref. to checklist question
in table 2

Response by project participants

The FARSs raised in
Table 2 are repeated
here

Reference to the checklis
question number in Table
2 where the FAR is

explained.

Response by project participants on how forwardoact

request will be addressed prior to first verificati

Figure 1: Validation protocol tables
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3.4 Internal quality control

The validation report underwent a technical reviperformed by a technical reviewer
qualified in accordance with DNV’s qualification remme for CDM validation and

verification.

3.5 Validation team

Type of involvement
2l |3 3
sl |Z/3|¢
2| =| E c| 2| &
€ 8| | 5|l8|=|5
Zlz|l=|€|2|8|8
L2l o|lwn|s|S| L
£lx|>8| 68 E|T
El V|l ol alalS|—
_ TS| 0| 2| 0| 5| 0| <
Role Last Name |FirsName |[Country | < | Q| O | X O F|F
Team leader Govindarajuly Murali India VI iv IV |V v
(Validator)
Validator Srivastava Gaurav India | v | vV v v
Assessor under Kaliaperumal Thamizharasi| India v
training
Expert ParthasarathyKannan India v v
Technical Tang Zhiang China Vv
reviewer

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

The findings of the validation are stated in th#ofwing sections. The validation criteria
(requirements), the means of verification and #walts from validating the identified criteria
are documented in more detail in the validatiortqmol in Appendix A.

The final validation findings relate to the projetesign as documented and described in the
PDD, version 3 dated 19 January 2011 /1/.

4.1 Participation requirements

The project is developed by Vaayu (India) Power poaation Private Limited, a special

vehicle incorporated by Enercon (India) Limitedset up wind power project in various states
of India as verified by DNV from the Certificate bfcorporation dated 12 November 2009
124]. The project is proposed as a unilateral jgtoged no project proponent from Annex |
Party has yet been identified. The host Party Inaéets all the requirements for participating
in a CDM project. The Ministry of Environment andrEsts, the DNA of India, has approved
the project with a letter of approval dated 15 Nuober 2010, which also confirms that the
project assists in achieving sustainable developnmemdia /27/. It has been cross checked
from the CDM India website that the project hasrbagproved by the DNA of India /39/.

No public funding from an Annex | Party is involvedthe project and the validation did not
reveal any information that indicates that the gcbjcan be seen as a diversion of official
development assistance (ODA) funding towards India.

4.2 Project design

The project activity envisages implementation &fla2 MW wind power project consisting of
64 WEGs of individual capacity 0.8 MW at Chattaigrhana, Seth Wadala, Jam Ambardi,
Mevasa, Dhun Dhoraji, Sadodar, Bodi, Padavala aadh¥arda villages in Jamnagar and
Rajkot Districts of Gujarat state in India. Out6sf wind energy generators (WEGs), 8 WEGs
have been already commissioned /15/ /16/ and timaireng 56 WEGs are expected to be
commissioned by 20 April 2011. All the WEGS in {m®ject have been supplied by Enercon
(India) Ltd /10/, which is also responsible for thgeration, maintenance and management of
the project. The technology used in the projeawigtis indigenously available in India and
no transfer of technology is envisaged.

The geographical coordinates of project extendwden latitude 21° 55’ and 22° 08’ N and
longitude 70° 05’ and 70° 19’ E.

The electricity generated from the wind farm widl bxported to the regional electricity grid
and sold to the state electricity utility therebgnginally contributing to reducing the energy
demand supply gap in the state of Gujarat. Proppsejgct is expected to export 115.312
GWh per year at a plant load factor (PLF) of 25.7M%/. The plant load factor has been
verified by DNV against independent third party getion estimation report prepared by
Centre for Wind Energy Technology (an autonomowseaech and development institution
under Ministry of New and Renewable Energy) datédApril 2010 /14/. DNV can confirm
that the PLF assumed by project proponent is redderand is inline with the requirement of
CDM EB Guidelines for the reporting and validatmiplant load factors /32/.
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The starting date of the project activity has bekemtified as 5 December 2009, which is the
date of purchase order placed to Enercon Indiatennfor the wind turbines of the project
activity /10/. As per the technical specificationest provided by Enercon India Limited
(manufacturer of WEGS) the lifetime of the projec20 years /22/, which is reasonable for a
WEG and has been cross checked by DNV against GBRf€order dated 30 January 2010
/38/. The project has selected a fixed creditingopeof 10 years with the start date of the
crediting period to be 1 June 2011 (or on the dategistration of the CDM project activity,
whichever is later). The project is expected taltas 106 378 tC@e emission reductions per
annum over the crediting period /2/.

DNV considers the project description of the promantained in the PDD to be complete and
accurate. The PDD complies with the relevant foamd guidance for completing the PDD.

4.3 Application of selected baseline and monitoring mébdology

The project correctly applies the approved basefimethodology ACM0002, version 11
“Consolidated baseline methodology for grid-conedctlectricity generation from renewable
sources” /29/. The applicability of this methodaolasg justified as:

* The project is a new installation of wind electycgenerators which harnesses the
wind potential available in the region and it desms fossil fuel based electricity from
the north east west north-eastern grid of India lzeslbeen verified from (i) purchase
order placed for the project activity dated 5 Deben2009 /10/ and permission from
Gujarat Energy Development Agency dated 26 March02® July 2010 and 1
September 2010 /21/.

* The project activity is connected to the north e@s$t north-eastern grid of India, and
the system boundaries are clearly identified aforination on the characteristics of
this grid is available /36/.

* The project does not involve an on-site switch fifossil fuels to a renewable source.

The project activity being a renewable energy gati@n project, the rest of the applicability
conditions as mentioned in the applied methodola@M0002 version 11 do not apply to
this project activity.

The assessment of the project's compliance with applicability criteria of ACM0002
version 11 are documented in detail in section &.dable 2 in the validation protocol in
Appendix A to this report.

4.4 Project boundary

The geographic and system boundary includes thd electricity generators installed as part
of the project activity and the north east westtmeastern grid of India. The system
boundary for the relevant electricity grid can beady identified and information on the

characteristics of the grid is available /36/.

The selected sources and gases are justifieddqurthject activity.

GHGs involved Description

Baseline emissions GO The major emission sourc
The GHG emission reductign
is achieved by displacing the

®

Page 12




DET NORSKE VERITAS i g
Report No: 2010-9338, rev. 02

VALIDATION REPORT DNV

electricity generated by fossi
fuel based power plants in the
north east west and north-
eastern regional grid of India.

Project emissions No project emissions NA

Leakage No leakage NA

The validation of the project activity did not redether greenhouse gas emissions occurring
within the proposed CDM project activity boundary aresult of the implementation of the
proposed project activity which are expected totioute more than 1% of the overall
expected average annual emission reduction, whieimat addressed by ACM00Oersion

11) /29/.

4.5 Baseline identification

Baseline Scenario:Two alternatives to the project activity have bemmsidered as the
baseline scenario. These are i) the project agtwithout CDM benefits and ii) continuation
of current scenario of power generation from emgtgrid-connected power plants. Both
alternatives are in compliance with the laws amlil&tions of India and might be considered
as baseline scenarios.

However, as discussed later (in section B.4.4),ithglementation of the project activity
without CDM benefits faces investment barriers &edce the selected baseline scenario is
that an equivalent amount of electricity would,tie absence of the project activity, have
been generated by the operation of grid conneateeepplants and by the addition of new
generation sources.

DNV considers the list of realistic and credible¢eatatives to be complete and the
determination of the baseline transparent.

As the project activity supplies electricity to tlaijarat state electricity grid which forms a
part of north east west and north-eastern regigndl of India, the baseline for this project
activity is a function of the generation mix of therth east west and north-eastern regional
grid of India. The selection of the north east wast north-eastern regional grid of India as
the grid system boundary for the project activiyin line with the EB guidance for large
countries such as India. In line with the guidampeevided in the “Tool to calculate the
emission factor for an electricity system”/31/, theights for OM and BM have been taken as
75:25. The combined margin emission coefficient tfee north east west and north-eastern
regional grid of India has been calculated at (622ZQe/MWh and is fixedex antefor the
entire fixed crediting period /36/. The CM emissiactor value has been sourced from data
by the Central Electricity Authority (CEA) of the iMstry of Power, Government of India
/36/. CEA has published a database of carbon degosrdission factors for the power sector in
India based on detailed authentic information otgdifrom all operating power stations in
the country. This C@baseline database provides information about tklea@d BM factors

of all the regional electricity grids in India. DN®onfirms that the database is an official
publication of the Government of India for the ppgsp of CDM baselines/36/. The emission
factors for coal and lignite were based on the eslprovided in India’s Initial National
Communication under the UNFCCC (Ministry of Envinoent & Forests, 2004). The
emission factor for coal is supported by the rasaftan analysis of approximately 120 coal
samples collected from different Indian coal fieldr all other fuels, default emission
factors were derived from the IPCC 2006 Guidelifg3. The OM in the CEA database is
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calculatedex-anteusing the simple OM approach based on the generatighted average
emissions per electricity unit over a three yeargaeof 2006-07, 2007-08 and 2008-09 /36/.
BM is calculatedex-antebased on the 20% most recent capacity additiortee@morth east
west and north-eastern regional grid of India basedet generation for the year 2008-09
/36/. The operating margin has been determinedetd.b0498 tCge/MWh and the build
margin to be 0.6752 tG®/MWh /36/. DNV confirms that the database verstonsed to
calculate the combined margin emission factor waddtest database available at the time of
start of validation and the combined margin emisdaxtor for the north east west and north-
eastern regional grid of India is fixed-antefor the entire crediting period.

DNV confirms that the approved baseline methodoldgM0002 (version 11) has been
correctly applied to identify a complete list oflistic and credible baseline scenarios, and the
identified baseline scenario most reasonably reptsswhat would occur in the absence of
the proposed CDM project activity. All the assuroptiand data used by the project
participants are listed in the PDD and/or suppgrtiocuments. All documentation relevant
for establishing the baseline scenario are cogegtloted and interpreted in the PDD.
Assumptions and data used in the identificationtloé baseline scenario are justified
appropriately, supported by evidence and can bmeédeeasonable. Relevant national and/or
sectoral policies and circumstances are considerddisted in the PDD.

4.6 Additionality

The additionality of the project activity is demtraged by applying the “Tool for
demonstration and assessment of additionality’sigar 5.2 /30/, and primarily through a
financial analysis.

4.6.1 Evidence for prior CDM consideration and continuousactions to secure
CDM status

The starting date of the project activity has belemtified as 5 December 2009, which is the
date of purchase order placed to Enercon Indiateuinfor the wind turbines of the project
activity /10/. The wind farm is operated and maimd by the WEG supplier and any civil
work or transmission network can only be startetérafhe placement of purchase order
project for the wind turbines. Hence the start ddéfined for the project activity is
appropriate and in line with the EB guidance ontstate of project activity /35/.

Since the start date of the project activity iseaf2 August 2008, the project proponent
through an email communication has notified the DdfAIndia on 11 March 2010 /6/ and
UNFCCC secretariat on 7 April 2010 /7/, regardingit intentions to apply for CDM for the
project activity. On 15 March 2010 project proponéad received the acknowledgement
email from DNA of India /26/ and on 12 May 2010 theknowledgement from UNFCCC
secretariat /40/. DNV has also evidenced the CDMseration from the board approval
dated 28 November 2009 /5/ for the project actjwipich is before the starting date of the
project activity which clearly states thgiroject would not be financially viable on a stand
alone basis by sale of electricity and the directdormed the board that the risk posed to the
project activity could be mitigated through Clearev@lopment Mechanism of UNFCCC,
which provides additional revenue stream to cleargy projects through the sale of
certified emission reductions and the project caatitl be a viable investment if the benefits
of CDM can be availed"CDM was therefore found to be seriously considénetie decision
to proceed with the project activity.
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The PDD was web hosted on UNFCCC site for gloletedtolder commenting process on 12
August 2010, which is within four months of informgi to UNFCCC. Sufficient actions to
secure CDM status were confirmed.

It is DNV’s opinion that the proposed CDM projectigity complies with the requirements
of the latest version of the guidance on prior @ersation of CDM /34/.

4.6.2 ldentification of alternatives to the project activty

Two alternatives to the project activity have beensidered as the baseline scenario. These
are i) the project activity without CDM benefitsdait) continuation of current scenario, in
this case that an equivalent amount of electrigidyld, in the absence of the project activity,
have been generated by the operation of grid caedgmwer plants and by the addition of
new generation sources. Both alternatives are nmpdance with the laws and regulations of
India and might be considered as baseline scenarios

4.6.3 Investment analysis

Choice of approach

The project proponent has selected a benchmarlsasdbr demonstrating the additionality
of the project activity. The project generates mnaes without CDM and the alternative of
grid based electricity generation does not invawg investment on the part of the project
proponent. Therefore the selected benchmark asalysi considered justified for
demonstrating the additionality of the project.

Benchmark selection

The benchmark selected for the project activitgsper the CDM EB guidance on assessment
of investment analysis /33/. The project activaelectricity generation based on wind energy
which could be developed by an entity other thamequt participant. The benchmark should
thus be based on publicly available data sourcés. fiInancial indicator applied for the
project activity is equity IRR and the benchmarkedifor the project activity is required rate
of return on equity for the project calculated gsihe Capital Asset Pricing Model (CAPM).
As per CAPM, the required return on equity invesitmis the return of a risk-free security
plus beta times the difference between the markairm and the risk-free return. The
Government Securities have been taken to représemisk free return. Stock index has been
used to represent the market return. Power Indggiegific beta value is applied to represent
the market returns relevant to the risk of the gubjactivity sector. The suitability of the
benchmark and the appropriateness of the calcntatidopted has been verified and accepted
based on Financial Managememheory and Practice book written by Professor Prasa
Chandra (Director, Centre for Financial Managemaeartd ex professor of finance at IIM-
Bangalore)41/. The key parameters of the CAPM model have loeéculated as follows:

* An average government bond rate (risk free ratp)iegble at the time of investment
decision (in November 2009) for long term investin¢ior 20 years) has been
considered. The project participant has sourcedvilue (R = 7.98% for the period
from June 2009 to September 2009) from the monthllletin on government
securities market published by Reserve Bank ofalnRieserve Bank of India is the
central controlling bank and its database is aitiaffsource of information in India.
DNV accepted this value as it has been sourcedttlirsom the RBI report and was
latest at the time of investment decision. DNV farsher cross checked historical
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value for average risk free rates in India for theyears preceding the project
investment decision /43/ confirming that the chogalne is reasonable.

» The time period of five year considered for equigta value calculation is justified as
per Credit Rating Information Services of Indiaitied (CRISIL) recommendations to
CERC /45/ and it was recommended by financial esperthe report that, for such
economies, and for companies whose capital strei@nd operating environment has
been changing, the time period over which equitya b calculated should be small,
as in case of power sector in India which wentifiant restructuring after electricity
act 2003. This ensures that the risk profile of teenpany vis-a-vis the market is
relatively stable over the term over which equiggebis being calculated.

* Market return (R = 15.55 %) or Compound Accumulated Growth Rate (BAGn
India the market return can be calculated from ftiillowing available indices: (i)
BSE-Sensex, (i) BSE-200 (iii) BSE-500 and (iv) BSIB0. Hence the project
proponent has calculated the market return frorthake indices from the start date of
the indices till date of investment and the minimorarket return indices has been
used for the market return calculation /44/. Th@imum market return was offered
by BSE 200 (15.5%) /44/ and hence conservativelyesaas been applied for the
benchmark calculation.

* The average raw equity beta value of 1.17 (coefficreflecting the volatility of the
stock relative to the market) is calculated or pleiod of five year (31 October 2004
to 25 October 2009) using BSE index of the marketfplio for the companies in the
power sector that were listed at the time of deaignaking: Tata Power (1.029),
CESC limited (1.105), Reliance Energy (1.569), @fjgndustries (0.961) and Energy
Development (1.187). These values were sourced fBdoomberg web site and
screenshots of the same are provided in Appendb®DD /1/.

» Though the principles of corporate finance reqtheg equity Beta need to be adjusted
to reflect the change in financing mix between fiteject and the listed power
companies, since the debt equity ratios of the paeenpany’s listed at the stock
exchanges were lower than that of the project égtiany adjustment on account of
change in debt equity ratio will result in a higheguity beta value (2.13) which in
turn will result in higher benchmark (24.11%) /DNV has accepted the use of
average raw equity beta value instead of adjusiadyebeta values.

Based on Capital Asset Pricing Model expected obstquity works out to be 16.84% /4/.

The expected cost of equity calculation has beeifia@ by DNV and was found to be
correct.
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Input parameters

The input parameters used in the financial analysthe project activity have been sourced
from the detailed project report prepared by priopgoponent dated 25 November 2009 /9/.
The input parameters used in detailed project tepere either sourced from budgetary offer
received from Enercon (India) Limited dated 20 Naober 2009 /8/ or Gujarat Electricity
Regulatory Commission draft order on “Determinatidrihe tariff for Procurement of Power
by Distribution Licensees from Wind Energy Genersitand other commercial issue” dated
17 June 2009 /46/. All the input parameters usednigestment analysis except plant load
factor, which is sourced from independent thirdiypatectricity generation estimation report,
prepared by Centre for Wind Energy Technology (ator@omous research and development
institution under Ministry of New and Renewable Ky dated 16 April 2010, have been
sourced from detailed project report of 25 Noven@g9 /9/.

DNV has accepted the application of plant loaddaof 25.71% as provided in independent
third party generation estimation report, prepdgentre for Wind Energy Technology (an
autonomous research and development institutioreruMinistry of New and Renewable
Energy) as:

a) Application of this value for investment anadyis more conservative.

b) This is based on the generation estimate prdvideindependent third party Centre for
wind Energy Technology (an autonomous research d@exklopment institution under
Ministry of New and Renewable Energy), inline wRlara 3 (b) of UNFCCC guidelines for
the reporting and validation of plant load facteession 01 /32/.

Inline with the requirement of VVM Para 111, a dethassessment of input parameters used
for input parameters is provided below:

Input Values Source for DPR Value Reference used by DNV for cross
parameter provided checking
in DPR
Technical Parameters
Capacity ~ of 800 kW | Bydgetary offer receivefiThe capacity of individual machine has
machine in kW from  Enercon (India) been verified against the purchase onder
Limited dated 2Q placed to Enercon India Limited for the
November 2009 /8/. project activity dated 5 December 2009
/10/ and the technical specification sheet
for the E 53 model /22/.
Number of 64 Budgetary offer receivedThe total number of machine has been
Machines from  Enercon (India) verified against the purchase order placed
Limited dated 20 to Enercon India Limited for the project
November 2009 /8/. activity dated 5 December 2009 /10/.
Capacity of the 51.2 MW | calculated as a product pCalculated as a product of number |of
project in MW number of machines andnachines and capacity of individual
capacity of individual machine (WEG).
machine (WEG).

Operational Parameters:
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Plant
Factor

Load

25.71%

The plant load
provided in the detaile
project report is 25.409

which was based on theguarantee provided in budgetary of
generation

Electricity
guarantee provided i
budgetary offer receive
from Enercon (India
Limited dated
November 2009 /8/.

factor The plant load factor provided in th

20

Hdetailed project report is 25.40%, whi
,was based on the Electricity generat

received from Enercon (India) Limite
ndated 20 November 2009 /8/.

OHowever the investment analysis
conducted based on the plant load fa
of 25.71% as provided in independé
third party generation estimation repg
prepared by Centre for Wind Ener
Technology (an autonomous research
development institution under Minist
of New and Renewable Energy). This
inline with Para 3 (b) of UNFCC(
guidelines for the reporting an
validation of plant load factors version
“plant load factor determined by a thi
party (engineering company) contract
by the project participants” /32/.

DNV has accepted the application
plant load factor of 25.71% as provid
in independent third party generati
estimation report as

a) Application of this value fo
investment analysis is more conservati
b) This is based on the generat
estimate provided by independent th

party.

Insurance
charges (% of
project cost)

0.12%

The insurance
considered is

project report
considered based on t
insurance guotatio
received from United Indi
Insurance Compan

2009 /471.

costhe GERC tariff order does not provige
detailedseparate value for insurance charges.
wa$ GERC tariff order considers insuran

heharges as a part of O & M cost a
nprovides 1.5% of the total project cost

project cost).

DNV has also cross-checked t
insurance cost considered for the proj
activity against the
considered by various other
projects (UNFCCC Ref No: 3611, 314

ne
ch

on
fer
d

is
ctor
bnt
rt,
gy
and
Y
is

d
D1
rd
ed

of
ed
on

’
ve.
on
ird

ce
nd
as

nO & M cost /38/. DNV has cross checked
ythat after considering insurance charges
Limited dated 27 Octoberwith operation and maintenance cost

the

total cost is 1.42% of the project cost
which is below than the O &M cost
provided in GERC order (1.5% of the

he
ect

insurance cost
CDM

2,

2819 & 3854 and the value found to
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0.18% of the project cost, hence the
value considered in the DPR was found
to be reasonable.

O&Mcost(%| 130% |The O & M costl GERC tariff order considers insurance

of project cost) considered in the detailaccharges also as a part of O & M cost and
project report was based pRrovides 1.5% of the total project cost|as
the offer received fromh O & M cost /38/. DNV has cross checked
Enercon India limited (O & that after considering this value with
M contractor for the operation and maintenance cost the tptal
project) dated 2@ cost is 1.42% of the project cost which is
November 2009 /8/. below than the O &M cost provided |n

GERC order (1.5% of the project cost).
Hence the value considered in the DPR
was found to be reasonable.

Annual 6% The annual escalation [(GERC tariff order recommends 506

escalation in G operation and maintenanc@nnual escalation in operation and

& M cost (in cost considered in themaintenance costs /38/.

%) detailed project report wgdiowever, DNV has assessed that eyen
based on the offer receivedfter considering 0% annual escalation in
from Enercon India limited operation and maintenance costs |the
(O & M contractor for the €quity IRR for the project activity
project) 20 November 20099-24%) remains below that the
/8. benchmark applied for the project /3/.

Project Revenue

Electricity 3.55 The electricity  tarifff The electricity tariff considered in

tariff (in | INR/kWh | considered in detaileddetailed project report was based on |the

INR/KWh) fixed for | project report was based 0GERC draft tariff regulation of 17 June

20 years | the GERC draft tariff 2009 /46/. However this tariff was
without | regulation of 17 June 20Q0%evised to 3.56 INR/kWh in GERC final
any 146/. tariff order dated 30 January 2010 /38/
escalation DNV has cross-checked the electricity

tariff applicable for the project activit
against the power purchase agreen
signed on 10 June 2010, 7 July 2(
respectively and 06 January 2011 /
and sales invoices raised to Gujarat U
Vikas Nigam Limited /48/ and found th
the applicable tariff rate for the proje
activity is 3.56 INR/kWh (VAT is no
applicable for sale of electricity as can
verified from recent sales invoice rais
to Gujarat Urja Vikas Nigam Limite
that no tax has been included in 1
invoice).

final tariff order dated 30 January 20

y
lent

10
17/
ra
at
ct

be
ed
d
he

DNV has cross checked from the GERC

10

/38/ and power purchase agreement d

ated
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and 06 January 2011/17/ that t
electricity is fixed for 20 years withol
any escalation.

DNV has assessed that even &
considering revised tariff of 3.5
INR/KWh the equity IRR for the proje
activity (8.14%) remains below that ti
benchmark applied for the project /3/.

10 June 2010, 7 July 2010 respectively

his
ut

fter
6
ot
ne

Generation
based incentive
(in  INR/kWh),
applicable to
wind power
projects  with
cap of 6.2
Million
INR/MW

0.5

2 INR/KWh

Incentive  provided by
Ministry of new and
renewable energy sourc
for wind energy projects.

Ministry of new and renewable ener
sources, government of India offers t
eypes of incentives for wind powe

any one out of these two:

a) 80% accelerated depreciation un
the Income Tax Act /50/.

b) Generation based incentives (GBI)
0.5 INR/KWh with cap of 6.2 Million
INR/MW of installed capacity. This 6.
Million INR/MW can be claimed in g
period not less than 4 years and
maximum period of 10 years /49/.

The project activity has applied f
generation based incentives and it

proponent can avail only under o
scheme as project proponent have
intimate first to Ministry about the optig
opted and ministry have procedure
place to track that project can av
benefit under one scheme only.

projects /49/, project activity can claim

been verified by DNV that projec

gy
VO

1

der

of

N

A
a

DI
has
t
ne
to
n
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ail

Project Cost for 64 Wind Energy Generators:

Machine cost
in million INR
(for 64 WEGSs
cost)

2105.60

Budgetary offer receive
from  Enercon (India
Limited dated 20
November 2009 /8/.

»d’he total machine cost (for 64 WEG
considered in the detailed project rep
was based on the budgetary of
received from Enercon (India) Limite
dated 20 November 2009 /8/, howe
the total machine cost was only found
be 1952 million INR and has bes
verified by DNV from the actud
purchase order placed to Enercon In
limited dated 5 December 2009 /10/.
The effect of reduction of this cost h
been considered in sensitivity analy|
(while cross checking the equity IR
based on the actual project cost).

s)
ort
fer
d
er
to
BN

I
dia
as

Sis
R

Concrete towe

[

379.52

Budgetary offer recei

ved Toml concrete tower cost (for €

4
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cost in million
INR (for 64
WEGS)

from Enercon
Limited dated
November 2009 /8/.

(India
20

report was based on the budgetary o

dated 20 November 2009 /8/, howe
the total concrete tower cost was o

been verified by DNV from the actu
limited dated 5 December 2009/10/.
The effect of reduction of this cost h

been considered in sensitivity analy|

based on the actual project cost).

received from Enercon (India) Limitgd

(while cross checking the equity IRR

WEGS) considered in the detailed project

er

er
nly

found to be 352 million INR and has

al

purchase order placed to Enercon India

as
Sis

Distribution
transformer
cost in million
INR (for 64
WEGS)

158.72

Budgetary offer receivedhe total distribution transformer cast

from Enercon
Limited dated
November 2009 /8/.

(India
20

(for 64 WEGS) considered in the detail
project report was based on the budge
offer
Limited dated 20 November 2009 /

cost was only found to be 147.20 milli
INR and has been verified by DNV fro
the actual purchase order placed

2009 /10/.
The effect of reduction of this cost h
been considered in sensitivity analy

based on the actual project cost).

received from Enercon (India)

(while cross checking the equity IRR

ed
tary

3/,

however the total distribution transformer

DN
m
to

Enercon India limited dated 5 December

as
Sis

Civil works,
foundation and
electrical lines
cost in million
INR (for 64
WEGS)

103.68

Budgetary offer receivedhe total civil works, foundation and

from Enercon
Limited dated
November 2009 /8/.

(India
20

electrical lines cost (for 64 WEG

was based on
dated 20 November 2009 /8/, howe

electrical lines cost was only found to
96 million INR and has been verified
DNV from the actual purchase ord
placed to Enercon India limited dated
December 2009/10/.

The effect of reduction of this cost h
been considered in sensitivity analy|
(while cross checking the equity IR
based on the actual project cost).

the total civil works, foundation and

)

U7

considered in the detailed project report
the budgetary offer
received from Enercon (India) Limitgd

er

be
Dy
er

5

as
Sis
R

Erection,
commissioning
insurance and

103.68

Budgetary offer receive
from  Enercon (India
Limited dated 20

rd’he total erection, commissionin
insurance and other works cost (for
WEGS) considered in the detailed proj

9,
64
ect
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other works
cost in million
INR (for 64
WEGS)

November 2009 /8/.

report was based on the budgeffer

dated 20 November 2009 /8/, howe
the total erection, commissionin

found to be 96 million INR and has be
verified by DNV from

limited dated 5 December 2009/10/.
The effect of reduction of this cost h
been considered in sensitivity analy|

based on the actual project cost).

received from Enercon (India) Limitgd

the actuagl
purchase order placed to Enercon India

(while cross checking the equity IRR

er
g,

insurance and other works cost was gnly

en

as
Sis

Land and
Transportation
charges cost i
million INR
(for 64 WEGS)

76.16

Budgetary offer receivedrhe total land and transportation cost

from Enercon
Limited dated
November 2009 /8/.

(India
20

64 WEGS) considered in the detall
project report was based on the budge
offer
Limited dated 20 November 2009 /
however the total land and transportat

INR and has been verified by DNV fro
the actual purchase order placed

2009/10/.
The effect of reduction of this cost h
been considered in sensitivity analy

based on the actual project cost).

received from Enercon (India)

cost was only found to be 70.4 million

(while cross checking the equity IRR

for
ed
lary

3/,
on

m
to

Enercon India limited dated 5 December

as
Sis

Transfer of
Development

right charges in
million INR

(for 64 WEGS)

110.72

Budgetary offer receivedhe total transfer of development right

from Enercon
Limited dated
November 2009 /8/.

(India
20

charges (for 64 WEGS) considered in
detailed project report was based on
budgetary offer received from Enerc
(India) Limited dated 20 November 20
/8/, however the total Transfer

found to be 102.4 million INR and hg
been verified by DNV from the actu
purchase order placed to Enercon In
limited dated 5 December 2009/10/.
The effect of reduction of this cost h
been considered in sensitivity analy|
(while cross checking the equity IR
based on the actual project cost).

Total project
cost in million
INR (for 64
WEGS)

3038.08

Budgetary offer receivé
from  Enercon (India
Limited dated 20
November 2009 /8/.

@ he total project cost of 3038.08 millig
INR considered in DPR was calculat
based on the summation of machine ¢
concrete  tower cost, distributig
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transformer cost, Civil works, foundatig

n

and electrical lines cost, Erectign,
commissioning, insurance and other
works cost, land and transportatipn
charges cost and transfer of development
right charges for 64 WEGs provided |in
budgetary offer received from Enercpn
(India) Limited dated 20 November 2009
/81,

However based on the actual purchase
order placed to Enercon India limited
dated 5 December 2009 the total project
cost was verified to be 2 816 million INR
(summation of actual machine cost,
concrete  tower cost, distribution
transformer cost, Civil works, foundation
and electrical lines cost, Erectian,
commissioning, insurance and other
works cost, land and transportation
charges cost and transfer of development
right charges for 64 WEGS) /10/.

However, DNV has assessed that eyen
after considering the actual project cpst
of 2 816 million INR, the equity IRR far
the project activity (10.03%) remains
below that the benchmark applied for the
project /3/.

Means of Finance:

Equity in % 30% The debt equity ratio pDNV has cross-checked the debt equity
70:30 considered inratio of 70:30 considered in detailed
detailed project report wagroject report with actual debt equity
based on the debt equiryatio provided in the loan agreement
ratio recommended by insigned with IDFC dated 30 April 2010
its GERC draft order on/12/ and the value was found to e
“Determination of the tariff consistent.
for Procurement of Power
by Distribution Licensees
from Wind Energy|
Generators and  other
commercial issue” dated 17
June 2009 /46/.

Debt in % 70% The debt equity ratio DNV has cross-checked the debt equity
70:30 considered inratio of 70:30 considered in detailed
detailed project report waroject report with actual debt equity
based on the debt equityatio provided in the loan agreement
ratio recommended by i[?signed with IDFC dated 30 April 2010
its GERC draft order on/12/ and the value was found to e
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“Determination of the tariff
for Procurement of Pows
by Distribution Licensee
from Wind Energy|
Generators and  othg
commercial issue” dated 1
June 2009 /46/.

consistent.

Terms of loan

Interest rate

11.5%

The interest rate considg
in detailed project repo
was based on the avera
prime lending rate (11%
12%) proposed by reser
bank of India (applicable g
the time of investmen
decision) /51/.

e@NV has cross checked the interest |
tconsidered in detailed project rep
gagainst the interest rate applicable to

esigned with IDFC dated 30 April 201
aitand the actual value was found to
t11.119% /12/.

ate
Ort
the

-project, provided in the loan agreement

0
be

However, DNV has assessed that eyen
after considering the actual interest rate
applicable to the project, the equity IRR
for the project activity (8.27%) remains

below that the benchmark applied for the
project /3/.

Loan tenure 10 The loan tenure consider&tie actual loan tenure was found to|be
in detailed project reportl2 years and has been verified by DNV
was based on the GERGrom the loan agreement signed wijth
draft order on IDFC dated 30 April 2010 /12/.
“Determination of the tariff The effect of reduction of interest rate
for Procurement of Powerhas been considered in sensitivity
by Distribution Licenseesanalysis.
from Wind Energy| However, DNV has assessed that eyven
Generators and  otherfter considering actual loan tenure of|12
commercial issue” dated 1#4ears applicable to the project, the equity
June 2009 /46/. IRR for the project activity (7.92%)

remains below that the benchmark
applied for the project /3/.

Depreciation Rate

Depreciation 15% The Depreciation rateDNV has verified from the income tax

rate (based on (based on written dowpact that the Depreciation rate (based|on

written  down value) considered in DPRwritten down value) applied is inline with

value as per was based on the Incoméncome Tax Act 1961 of India /15/.

Income Tax Tax act.

Act)

Book 4.5% As per GERC draft ordeDNV has verified from the GERC final

depreciation on “Determination of the order on “Determination of the tariff for

rate (as per tariff for Procurement of Procurement of Power by Distributign
straight line Power by Distribution Licensees from Wind Energy Generators
method) on al Licensees from Windand other commercial issues dated |30

assets

Energy Generators arj

dlanuary 2010” /38/ the lifetime of WEC

5S
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other commercial issus
dated 17 June 2009 /44
the lifetime of WEGS is 2(
years and depreciation ¢
be claimed for 90% of th
asset.

"is 20 years and depreciation can
d/claimed for 90% of the asset. Hen
) Book depreciation rate of 4.5% (as f{
agtraight line method) has been calcula
econsidering 20 years lifetime of WE(C
and depreciation of 90% of the as
(except land).

Book

depreciation ug
to (% of asset
value)

90%

As per GERC draft orde
on “Determination of the
tariff for Procurement o
Power by Distribution
Licensees from  Wing
Energy Generators ar
other commercial issug
dated 17 June 2009 /44
depreciation can b
claimed for 90%
asset (except land).

of the

2IDNV has verified from the GERC fing
2 order on “Determination of the tariff fg
f Procurement of Power by Distributig
Licensees from Wind Energy Generat
land other commercial issues dated
dlanuary 2010” /38/ that depreciation ¢
"be claimed for 90% of the asset (exc
pland).

e

n)

Salvage Value

10%

A salvage of 10% has I
considered in investmel
analysis and same has be
added back in last yeg
cash flow this is inline with
the guidance provided b
GERC draft order of
“Determination of the tariff
for Procurement of Powse
by Distribution Licensee
from Wind Energy|
Generators and  othg
commercial issue” dated 1
June 2009 /46/.

ekrsalvage of 10% has been considere
ninvestment analysis and same has b
erdded back in last year cash flow this
afnline with the guidance provided &
GERC final order on “Determination (
ythe tariff for Procurement of Power [
1 Distribution  Licensees from  Win
Energy Generators and other commer
rrissues dated 30 January 2010” /38/.

5

2r
7

be
ce
ner
ted
5S
set

A

=

N

Ors
30
an
ept

d in
een

y
nf

py

cial

Income Tax Rates:

Corporate Tax

33%

As per Indian Income T
Act 1961/52/.

'axs per Indian Income Tax Act 1961/52.

Minimum
Alternative Tax

17%

As per Indian Income T4
Act 1961/52/.

1XAs per Indian Income Tax Act 1961/52/.

Working Capital

Receivables
(no of days)

30

As per GERC draft ordg
on “Determination of the
tariff for Procurement o
Power by Distribution
Licensees from  Wing
Energy Generators ar
other commercial issug
dated 17 June 2009 /46/.

DNV confirms that the value applied
» consistent with  GERC final order ¢
f “Determination of the tariff fo
Procurement of Power by Distributic
I Licensees from Wind Energy Generat
cand other commercial issues dated
"January 2010” /38/.

is
n
N

Drs
30

90

2r

As per GERC draft ordg

12

DNV confirms ttliae value applied i
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expenses (no g
days) tariff for Procurement of “Determination of the tariff fo

=

on “Determination of the consistent with GERC final order on

Power by Distributior] Procurement of Power by Distribution
Licensees from  Wind Licensees from Wind Energy Generators
Energy Generators andnd other commercial issues dated |30
other commercial issug”January 2010 /38/.
dated 17 June 2009 /46/.

DNV has also checked that even after considerimgattual project cost, actual tariff as
provided in PPA, actual interest rate and loanrenilne equity IRR for the project works out
to be 10.38% which is still below than the benchosdopted by the project proponent.

Calculation and conclusion

The equity IRR calculations and assumptions praliclea spreadsheet are consistent with
the values provided in the detailed project repod have been cross checked by DNV. The
calculations were verified and found to be in i¢h CDM EB’s guidance on assessment of
investment analysis /33/. For the purpose of tammatation the project participant has
considered the tax benefits from interest paymeBfs The assumptions used in the
calculations are appropriate and have been verifie®NV. The equity IRR of the project
over 20 years is 8.07% without the income from CH®&Ss The project is therefore not
financially attractive compared to the benchmard®84% in the absence of CDM benefits.
CDM revenues, improves the financial viability ebpect (15.78% equity IRR).

Sensitivity analysis:

A sensitivity analysis has been carried out forapagters contributing to more than 20% to
revenues or costs to check the robustness of tlaadial analysis. Reasonable variations of
the project cost, annual operation & maintenancetsgoannual electricity generation,
electricity tariff, debt equity ratio and loan teauvere checked by calculating the variation
necessary to reach the benchmark and then disgus&inikelihood for that to happen.

Decrease in capital costthe total project cost considered in detailedgmbjeport was based
on the budgetary offer received from Enercon (Indiaited dated 20 November 2009 /8/.
However the total project cost for the project dttiwas verified to be only 2816 million
INR and has been verified by DNV from the actualchase order placed to Enercon India
Limited dated 5 December 2009 /10/. Even after iciemsg the actual project cost, the equity
IRR for the project works out to be 10.03% whiclsi$l below than the benchmark. With a
decrease in investment cost by 25.9% (from the cmssidered in DPR, available at the time
of investment decision) the equity IRR becomes 3% 8thus exceeds the benchmark.
However in DNV’s opinion a decrease of 25.9% inj@cbcost is unrealistic as the purchase
order is already placed; hence any decrease irgiropst is not realistic.

Increase in electricity tariff: The electricity tariff considered in detailed prjgeport was
based on the GERC draft tariff regulation of 17e)@009 /46/, applicable at the time of
investment decision. However DNV has verified frtme actual power purchase agreement
signed dated 10 June 2010, 7 July 2010 respectarstly 06 January 2011 /17/ and recent
sales invoices raised to Gujarat Urja Vikas Nigaimited /48/ that the applicable tariff rate
for the project activity is 3.56 INR/kWh withoutyescalation and is fixed for 20 years (kWh
(VAT is not applicable for sale of electricity aarncbe verified from recent sales invoice
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raised to Gujarat Urja Vikas Nigam Limited that tax has been included in the invoice).
This was based on the GERC final tariff order dad&dJanuary 2010 /38/. Even after
considering the electricity tariff of 3.56 INR/kWhe equity IRR for the project works out to
be 8.14% which is still below than the benchmark Vgith an increase of 38% in electricity
tariff the equity IRR becomes 16.85% thus exceduws henchmark. However in DNV’s

opinion an increase of 38% in electricity tariff isghly unlikely as the power purchase
agreement for the project activity is already styf@ the project and the tariff is fixed for 20
years without any escalation /17/.

Increase in plant load factor: With an increase in generation by 37.1% (at 35.23%) the
equity IRR becomes 16.86% and thus exceeds thénbemk. The PLF of 25.71% considered
in the financial analysis is based on the elec¢yrigeneration estimates for the project activity
provided by an independent third party (entre fom8VEnergy Technology) report for
Enercon India Limited make WEGSs (E-53, 800 kW) d&té April 2010 /14/.

Enercon India Limited, supplier of WEGs has onlg\pded the generation guarantee based
on the 25.4% PLF in its budgetary offer dated 2@dhober 2009 /8/. Moreover the Gujarat
Electricity Regulatory Commission (GERC) has coasdl an average PLF of 23% in its
final tariff order dated 30 January 2010 /38/ foe tpurposes of tariff working. Hence an
increase of 37.1% in electricity generation to aghia PLF of 35.25% is highly unlikely.

Decrease in O&M cost:Even with no O&M costs the equity IRR for the m@dj activity is
11.44%, which is lower than the benchmark returand¢ this parameter is not sensitive for
the project activity.

Increase in debt equity Ratio:the debt equity ratio of 70:30 considered in dethibroject
report was based on the GERC draft order on “Detetion of the tariff for Procurement of
Power by Distribution Licensees from Wind Energyn&etors and other commercial issues”
dated 17 June 2009 /46/. Even after consideringstiemario of project activity could have
been financed 100% from equity (7.85%) or 100% |@&16%) the equity IRR from the
project activity is below benchmark. Hence thisgoaeter is not sensitive for the project
activity.

Loan tenure: The loan tenure considered in detailed projectntewas based on the GERC
draft order on “Determination of the tariff for Rurement of Power by Distribution
Licensees from Wind Energy Generators and othemoential issues” dated 17 June 2009
/46/. However the actual loan tenure was foundetd® years and has been verified by DNV
from the loan agreement signed with IDFC dated §@ilAR010 /12/. Even after considering
the actual loan tenure, the equity IRR for the gebworks out to be 7.92% which is below
than the benchmark. Hence this parameter is ngitsenfor the project activity.

Hence the project activity is financially not vialwithout the benefits from CDM.

4.6.4 Common practice analysis

In India, the regulatory environment for the powector in general and renewable energy in
particular is governed by the policies, regulatiansl tariff orders implemented at the state
level, albeit derived from those by the central ggovnent. The geographical scope of
common practice analysis should be at the statel.lebhe state of Gujarat has been
considered for assessing the common practice. Ddisiders the selection of the region is
appropriate. All the wind power projects with cappaenore than 15 MW size (comparable

size) in state of Gujarat were considered for comrpeactice analysis, and it has been
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verified by DNV from the wind power directory 20083/, that in state of Gujarat 697.815
MW capacity is added by wind power projects withpagity more than 15 MW size

(comparable size) and this entire 697.815 MW capasiunder CDM pipeline and has been
verified by DNV from the UNFCCC website (web-linf@ all these projects are included in
PDD under common practice analysis section). Adfsthese projects with CDM links has
been included in section B.5 of the PDD and samsebkan verified by DNV /1/.

In conclusion, it is DNV’s opinion that it has beearrectly demonstrated that the project
activity does not represent a common practice hod the emission reductions achieved by
the project are additional to any would happenbiseace of the project.

4.7 Monitoring

The project monitoring plan is in compliance witietmonitoring methodology ACM0002
(version 11) /29/. The monitoring plan will givepaptunity for real measurement of emission
reductions achieved. Since the project is a wiretggngeneration activity, no indicators have
been defined regarding project emissions. Leakageumting has not been considered for the
project since the renewable energy technology eqgiiph used is new equipment and not
transferred from another activity.

It is DNV’s opinion, that the project participastable to implement the monitoring plan.

As required by DNA of India project proponent hasnenitted to spend 2% percentage of the
CERs revenue every year for Sustainable Developnieciuding society/community
development. The monitor-able action plan for thee has been included in section B.7.1 of
the PDD. DNV has verified from the commitment andnitor-able action plan made by
project proponent from the undertaking submittedDtdA of India by project proponent
dated 20 July 2010 /54/.

4.7.1 Parameters determined ex-ante

The combined margin emission coefficient for thetim@ast west north eastern grid of India
has been calculated at 0.92252 $€MWh (considering OM and BM at a weight of 75:25),
and is fixedex-antefor the entire crediting period. The CM emissiontéa value has been
sourced from data by the Central Electricity AuttyoCEA) of the Ministry of Power,
Government of India /36/. CEA has published a datealof carbon dioxide emission factors
for the power sector in India based on detailedhenticated information obtained from all
operating power stations in the country /36/. T baseline database provides information
about the OM and BM factors of electricity gridsindia, which has been established as per
the “Tool to calculate the emission factor for decticity system” /31/. DNV confirms that
the database is an official publication of the Gaweent of India for the purpose of CDM
baselines and the OM in the CEA database is caémlkex-anteusing the simple OM
approach based on the generation-weighted averaigsiens per electricity unit over a three
year period of 2007-08, 2007-08 and 2008-09 /3M. iB calculatedex-antebased on the
20% most recent capacity additions in the grid dase net generation for the year 2008-09
/31/.The operating margin has been determined td.66498 tC@/MWh and the build
margin to be 0.6752 tC®/MWh /31/. DNV confirms that the database verstonsed to
calculate the combined margin emission factor waddtest database available at the time of
start of validation and the combined margin emisdiactor for the north east west north
eastern grid of India is fixeglx-antefor the entire crediting period.
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4.7.2 Parameters monitored ex-post

The net electricity generated will be calculatednirthe readings of export and import
indicated by the main GETCO meter (also known asmae meter) at the Sadodar substation
maintained by Enercon (India) Limited. During thte svisit interview it was observed that
wind turbines installed by the project proponerd &nnd turbines installed by other project
owners will be connected to the same main meteweder the WEGs of a single customer
(VIPCPL in this case) are divided into clusters aath cluster has dedicated metering
system. Different clusters are connected to diffeMacuum Circuit Breaker metering yards
(VCB) which ultimately lead to the shared main GET meter (also known as revenue
meter) at the Sadodar substation maintained bydangindia) Limited. The meter reading at
these metering points will be taken jointly by ttepresentatives of Enercon and GETCO in
the form of Joint Meter Reading and Gujarat EletiriDevelopment Authority (GEDA) will
apportion the net electricity supplied to the gatdthe Enercon substation to all the project
owners after adjusting the transmission lossebdaneter readings taken at dedicated cluster
meters of different project owners. Based on wWHEEETCO will issue a share certificate to
each project owner for net electricity exportedhte grid and each project owner raises sales
invoices to the state electricity board basedhemiet electricity figures provided in the share
certificates /55/. Hence net electricity generafignres provided in the share certificate will
be used for emission reduction calculation and saitiebe cross checked against the sales
invoices raised to SEB. The procedures for metedefined above are inline with the
provisions of the power purchase agreement /17/.

Hence the net electricity supplied by the projestivity (by all WEGS of project activity) to
the north east west north eastern grid will beudated as:

Net Electricity Exported to the grid by the project activity will be calculated as:
EGPJy = EGPJ,exporf,- EGPJ,Impor,

Where,

EGPJ, = Net Electricity exported by the project activity the grid (by all the WEGs of the
project activity)

EGPJ,expor,= Electricity exported by the project activity toetgrid (by all the WEGSs of the
project activity)

EGPJ,import,= Electricity imported from the project activity the grid (by all the WEGs of
the project activity)

Electricity Exported to the Grid by the project activity will be calculated as:

EG PJ,eXDOW,: EGGETCO, Exportx EGCIuster, ExpoA EGCIuster, WF, Export

Where,
EGcEeTco, export= Electricity exported, as recorded by the maitemat Enercon substation
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EGcuster, Expor= Electricity exported by the project activity, measured at Cluster Meter

EGcuster, wr, export= Electricity exported by all the project ownersnoected to Enercon
substation, as provided in shared certificate BsyeGETCO.

Electricity Imported to the Grid by the project activity will be calculated as:

EG PJJmpOfS« = EGGETCO, Imporx EGCIuster, Import/ EGCIuster, WF, Import

Where,
EGcEeTco, mport= Electricity imported, as recorded by the mairtenat Enercon substation
EGcuster, mpor= Electricity imported by the project activity, aeasured at Cluster Meter

EGcuster, wr, mport= Electricity imported by all the project ownersnoected to Enercon
substation, as provided in shared certificate ds1yeGETCO.

The main meters installed at the Enercon substatitinbe sealed by GEDA and will be
calibrated annually. If during meter calibratiore tmain meter at the Enercon substation is
found beyond the permissible limit of error, thetemereading will be taken from the main
meter located at the utility (GETCO) substationMadti Panelli after addition of average
historical transmission losses.

If during meter testing the cluster meters are tbbhayond the permissible limit of error, the
sum of panel meter (LCS meter) readings locatezhah wind turbine of the project activity
will be provided to GEDA for purpose of apportioginet electricity supplied to the grid. The
LCS meters do not require calibration as the eneegylings of electricity generated at the
LCS meter is cross verified by the energy calcdlatg inverting system installed in the
WESGSs. In case there is any mismatch in the eneafjyes recorded by the LCS meter and the
energy values calculated by the inverting systém;machine will stop working and generate
the error report. The WEG can be restarted onlgrédfie defective LCS meter is replaced
with a new one by the operations and maintenamde st

The QA/QC responsibility of individual tower readities with Enercon India Limited (O and
M contractor for the wind farm). Enercon India Lted is an ISO 9001:2000 certified
company and follows documentation practices to enthe reliability and availability of data

for all the activities as required from the siteendfication, logistic, construction

commissioning, operation, maintenance of the wiadmf and have well established
monitoring, recording and archiving system in placdll data used for emission reduction
calculation will be archived for 2 years after thied of crediting period. Since the project
involves electricity generation from wind source®y monitoring is required for project
emissions or leakages due to the project activity.
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4.7.3 Management system and quality assurance

The responsibility of overall project managemergsliwith is Vaayu (India) Power
Corporation Private Limited. The main and checkarsett the uploading station are two way
meters with an accuracy class of 0.2% and are stody of State Electricity Board. The
readings in these meters are taken by State HEliggtBoard officials and used for billing
purposes and will be used for calculation for tiression reductions from the project activity.
These meters are annually tested and calibrateofflnyals of State Electricity Board. The
monthly electricity sales receipts will also beraved until 2 years after the crediting period
to facilitate cross-checking during the creditirayipd.

4.8 Algorithms and/or formulae used to determine emissin reductions

The GHG emission calculations are well documentetinie with the consolidated baseline

and monitoring methodology ACM0002, version 11 /291e project is electricity generation

from the wind power and no project emissions arakdge is associated with the project
activity. As the project activity supplies electtycto the north east west north eastern grid of
India, the baseline emissions have been estimatseldbon net electricity supplied to the grid
by the project activity and the combined margin s=iain factor of north east west north

eastern grid of India. In line with the guidancewpded in the Tool to calculate the emission
factor for an electricity system /31/, the weigfds OM and BM have been taken as 75:25.
The CM for the north east west north eastern gfithdia has been calculated at 0.92252
tCOe/MWh in section 4.5.1 and is fixex-antefor the entire fixed crediting period.

Based on the calculations and results presentéigeirsections above the implementation of
the project activity will result in an averagex-ante estimation of emission reduction
conservatively calculated to be 106 378 tCO2e par for the selected crediting period.

All assumptions and data used by the project ppaints are listed in the PDD and/or
supporting documents, including their references sources. All documentation used by the
project participants as the basis for assumptiomns source of data is correctly quoted and
interpreted in the PDD. All values used in the P& considered reasonable in the context
of the proposed CDM project activity. The baselnethodology has been applied correctly
to calculate project emissions, baseline emissitemkage and emission reductions. All
estimates of the baseline, project and leakages@nss can be replicated using the data and
parameter values provided in the PDD.

No other project emission or leakage sources dautirig more than 1% and not mentioned
by the methodology have been found.

4.9 Environmental impacts

As per the Ministry of Environment and Forests (NFEIndia Environment Impact
Notification S.0. 1533 dated 14 September 2006, A8#d power projects are not covered
under any schedule and thus environmental impaetsament is not required for the project
activity. The project is not likely to create angivarse environmental effects. The project
complies with environmental regulations in Indi#//[3

4.10 Comments by local stakeholders
The local stakeholders were invitedrough local newspaper advertisement in Nauba23n
January 2010 by Vaayu (India) Power Corporationd®e Limited, the project proponent for
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the project activity /18/. The local stakeholderetireg for the project activity was conducted
at Jamnagar District in Gujarat on 9 February 2019/. The authorities of the local
administration, local communities, farmers, offisiaf Gram Panchayat and contractors were
invited to comment on the project activity. Detdilminute of meeting, along with list of
attendees with their signature and photographs baea verified by DNV /19/. A detailed
description of stakeholder consultation has beewniged in section E of PDD.

The questions raised during the stakeholder caatsarit shows that the proposed project
received support from the local people. DNV consdihe local stakeholder consultation
carried out adequately.

4.11 Comments by Parties, stakeholders and NGOs

The PDD, version 1 dated 17 July 2010 /1/ was npadbdicly available on the CDM website
and Parties, stakeholders and NGOs were throughCibel website invited to provide
comments during a 30 days period from 12 Augus020110 September 2010.

No comment was received during the 30 days period.

- 000 -

* http://cdm.unfcce.int/Projects/Validation/DB/PDIY3¥BLRUE T5SMJD5FTAMY XPD92/view.html
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Table 1 Mandatory requirements for Clean DevelopmenMechanism (CDM) project activities
Requirement Reference Conclusion
About Parties
« The project shall assist Parties included in Anniexachieving compliance with part of | Kyoto Protocol Art.12.2 OK
their emission reduction commitment under Art. 3.
e The project shall assist non-Annex | Parties intidbuating to the ultimate objective of theKyoto Protocol Art.12.2. —CAR1
UNFCCC. OK
e The project shall have the written approval of woéuy participation from the designategdKyoto Protocol CARZL
national authority of each Party involved. Art. 12.5a, OK
CDM Modalities and Procedures 840a
« The project shall assist non-Annex | Parties iriegdhg sustainable development and | Kyoto Protocol Art. 12.2, CARL
shall have obtained confirmation by the host cautitereof. CDM Modalities and Procedures 840a OK
« In case public funding from Parties included in Arr is used for the project activity, | Decision 17/CP.7, No Public
these Parties shall provide an affirmation thahduading does not result in a diversion CDM Modalities and Procedures Appendix B, Funding is
of official development assistance and is sepdrate and is not counted towards the | 8§ 2 involved in
financial obligations of these Parties. project.
» Parties participating in the CDM shall designateational authority for the CDM. CDM Modalities and Procedures §29 OK
e The host Party and the participating Annex | Pahtgll be a Party to the Kyoto Protoco|. CDM Modalities §30/31a OK
* The participating Annex | Party’s assigned amotallshave been calculated and CDM Modalities and Procedures §31b OK
recorded.
e The participating Annex | Party shall have in placeational system for estimating GHGCDM Modalities and Procedures §31b OK
emissions and a national registry in accordande kyoto Protocol Article 5 and 7.
About additionality
» Reduction in GHG emissions shall be additionalrtp that would occur in the absence pKyoto Protocol Art. 12.5c, CLite-CL5,
the project activity, i.e. a CDM project activity additional if anthropogenic emissions pCDM Modalities and Procedures 8§43 CAR3
greenhouse gases by sources are reduced belowthladseuld have occurred in the CAR4
absence of the registered CDM project activity. CARS
OK
CDM Validation Protocol — Report No. 2010-9338, rév.0 A-1
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Requirement Reference Conclusion

About forecast emission reductions and environmentampacts

» The emission reductions shall be real, measuraldeyive long-term benefits related to| Kyoto Protocol Art. 12.5b OK
the mitigation of climate change.

For large-scale projects only

» Documentation on the analysis of the environmdmntphcts of the project activity, CDM Modalities and Procedures 837c OK
including transboundary impacts, shall be submithed, if those impacts are considered
significant by the project participants or the HBarty, an environmental impact
assessment in accordance with procedures as redyjirtne Host Party shall be carried
out.

About stakeholder involvement

« Comments by local stakeholders shall be invitesyramary of these provided and how| CDM Modalities and Procedures §37b OK
due account was taken of any comments received.

« Parties, stakeholders and UNFCCC accredited NG@alslshve been invited to comment CDM Modalities and Procedures §40 OK
on the validation requirements for minimum 30 dayg] the project design document and
comments have been made publicly available.

Other

» The baseline and monitoring methodology shall le¥ipusly approved by the CDM CDM Modalities and Procedures 837e OK
Executive Board.

e Abaseline shall be established on a project-sipdwifsis, in a transparent manner and | CDM Modalities and Procedures §45c,d OK
taking into account relevant national and/or sedtpolicies and circumstances.

* The baseline methodology shall exclude to earn GBRdecreases in activity levels CDM Modalities and Procedures 847 OK
outside the project activity or due to force mageur

» Provisions for monitoring, verification and repagishall be in accordance with the CDM Modalities and Procedures 837f OK
modalities described in the Marrakech Accords a&helant decisions of the COP/MOP

CDM Validation Protocol — Report No. 2010-9338, rév.0 A-2
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Table 2 Requirements checklist

~ Draft
. Concl

Checklist Question Ref MoV Assessment by DNV

A General description of project activity
A.1  Title of the project activity (VVM Para 55-57)

A.1.1 Does section A.1 of the PDD include a clearly 11/ DR [X Clearly identifiable title of the project actiyit OK
identifiable project title, version number of thB[® and X1 Version number of the PDD is included
date of the PDD? X Date of the PDD is included.

A.1.2 Isthe PDD is in accordance with the applicable 11/ DR [X Yes OK

requirements for completing PDDs?
A.2  Description of the project activity (VVM Para 58-64)

A.2.1 How was the design of the project assessed? /DR/I | What type is the project? OK
8/ [] Project in existing facility or utilizing existing
19/ equipment(s)

/10/ ] Project is either a large scale project or
112/ a small scale project with emission
14/ reductions exceeding 15 000 t&Oper
year. In this case, a site visit must be
1151 performed.
116/ L] Project is a bundled small scale project,
1zl with each project in the bundle with
122/ emission reductions not exceeding 15,000

tCO.e per year. In such case the number of
physical site visits may be based on
sampling, if the sampling size is
appropriately justified through statistical
analysis.
[ ] The project is an individual small scale
project activity with emission reductions

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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- Draft = Final
. Concl. = Concl.
not exceeding 15 000 tGO per year. Ir
this case, DOE may not conduct a physical
site visit as appropriate.
[X] Greenfield project

Checklist Question Ref MoV Assessment by DNV

How was the design of the project assessed?
X Physical site inspection

Xl Reviewing available designs and feasibility
studies
The proposed CDM project activity is installation
of 64 numbers of Wind Energy Generators (51.2
MW) each of 800 kW capacities (E-53). At the
time of validation visit, out of 64 WEGSs only 8
WEGSs were commissioned.
The E 53 type of WEG to be installed as part of
this project has been designed by Enercon India
Limited.
Enercon India Limited will also be responsible

commissioning, operation and maintenance of the
project activity.
The electricity generated will be exported to the
NEW & NE grid of India.

A.2.2 If a greenfield project, describe the physical 11/ DR/l | The project is a Greenfield project and at the time OK
implementation of the project when the validatioesw | /15/ of validation visit, out of 64 WEGSs only 8 WEGs
commenced. 116/ were commissioned.
17/ The project activity is installation of 64 numbers

of Wind Energy Generators (51.2 MW) each of
800 kW capacities (E-53 model).
PP has started commissioning of WEGSs on 6 July
2010 onwards and as on 01 October 2010, only 8
WEGs have been commissioned out of 64 WEGS.

120/
121/

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV

However the following needs to be included il6AR2
the PDD
» The unique identification number of all
64 WEGs and their geographical co-
ordinates.

» Name of the substations to which the
WEGs of the project activity will be
connected.

» Commissioning dates and geo co-
ordinates of the WEGs which are already
commissioned  Expected date of
commissioning for the remaining 56

WEGsS.
A.2.3 If physical site visits were performed based onpdamg 11/ DR | Not applicable for the project activity. OK
(only applicable for bundled small scale projeets;h
with emission reductions not exceeding 15 000806&r
year), justify the sampling through a statisticalgsis:
A.2.4 s the description of the proposed CDM projectaisti /1/ DR/l The proposed CDM project activity is installation OK
as contained in the PDD sufficiently covers alevant 19/ of 64 numbers of Wind Energy Generators (51.2
elements, is accurate and that it provides theereaih | /10/ MW) each of 800 kW capacities (E-53). The
a clear understanding of the nature of the propGfail = /1 4/ WEGs to be installed under the project is
project activity? 115/ designed by Enercon India Limited and will aiso

be commissioned by Enercon India Limited.

16/ The electricity generated will be exported to the
g;; NEW & NE grid of India.

However the following needs to be included in

the PDD CAR2

a. The unique identification number of all 64
WEGs and their geographical co-ordinates.

b. Name of the substations to which the WEGSs
of the project activity will be connected.

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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- Draft = Final

. Concl. = Concl.

c. Commissioning dates and geo co-ordinates of
the WEGSs which are already commissioned.

d. Expected date of commissioning for the
remaining 56 WEGSs.

Checklist Question Assessment by DNV

A.2.5 Does the project activity involve alteration of &tiig 11/ DR | The project activity is a Greenfield project and OK
installations? If so, have the differences betwaen does not involve alteration of any existing
project and post-project activity been clearly diesd in installation.
the PDD?
A.2.6 Does the project design engineering reflect curgeot /1/ | DR/l | The project activity utilizes 64 machines of OK
practices? 18/ Enercon model E-53 WEG of 800 kW capacities
122/ which are approved by Centre for Wind Energy

Technology, Government of India.
The salient features of the E-53 models to be
implemented under the project activity include
gearless construction, variable speed, pitch
functions and independent braking technolagy.
Thus the project design reflects good practice.

A.2.7 Would the technology result in a significantly leett 11/ DR | The technology is already available and widely OK
performance than any commonly used technologiéisein /8/ used in the host country. There is no technology
host country? Is any transfer of technology from an 122/ transfer from Annex-I party.

Annex-| Party involved?
A.3 Participation requirements (VVM Para 51-54, 125-

127)
A.3.1 Do all participating Parties fulfil the participaii 11/ DR | The Letter of Approval (LOA) from the DNA cf CAR1 OK
requirements as follows: 127/ India (Host) needs to be provided for verification
India (host) County X Country Y
a) Party has ratified the Kyoto Protocol [] Yes [ ] No [] Yes [ ] No [] Yes [ ] No

b) Party has designated a Designated National Ait¢ho: [ ] Yes [ ] No [] Yes [ ] No [] Yes [ ] No
c) The assigned amount has been determined [] Yes [ ] No [] Yes [ ] No [] Yes [ ] No
A.3.2 Do the letters of approval meet the following /1 RD The Letter of Approval (LOA) from the DNA of —GAR1 OK

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question

~Ref MoV

Assessment by DNV

. Draft

Final

requirements?

a) LoA confirms that Party has ratified the Kyotmtecol
b) LoA confirms that participation is voluntary

¢) The LoA confirms that the project contributegrie
sustainable development of the host country?

d) The LoA refers to the precise project activithetin the
PDD

e) The LoA is unconditional with respect to (a)dd above
f) The LoA is issued by the respective Party’'s DNA
g) The LoA was received directly by the DNA or e

h) In case of doubt regarding the authenticityhef letter of
approval, describe how it was verified that théeleof
approval is authentic

n

Concl. Concl.

' 127/ India (Host) needs to be provided for verificatic

139/ | j

India (host) County X Country Y
[] Yes [ ] No [] Yes [ ] No [] Yes [ ] No
[ ] Yes [ ] No [ ] Yes [ ] No [] Yes [ ] No
[ ] Yes [ ] No NA NA
[] Yes [ ] No [] Yes [ ] No [] Yes [ ] No
[] Yes [ ] No [] Yes [ ] No [] Yes [ ] No
[] Yes [ ] No [] Yes [ ] No [ ] Yes [ ] No
LIDNA [] PP [LIDNA [] PP LIDNA [] PP

The Letter of
Approval (LOA)
from the DNA of

India (Host) is

pending.
A.3.3 Have all private/public project participants been 11/ DR | The Letter of Approval (LOA) from the DNA of CAR1 OK
authorized by an involved Party? 127/ India (Host) needs to be provided for verification
A.4  Technical description of the project activity (VVM
Para 58-64)
A.4.1 s the project’s location clearly defined? /1/ DR/l | Yes, the project’s spatial boundaries are defined. OK
19/ The project activity is spread across villages
13/ Chattar, Narmana, Sgth Wadala, Jar_n Ambardi,
14/ Mevasa, Dhun D_hora]l, Sadodar, Bod_l, Pad_a a_lla
and Machharda in Jamnagar and Rajkot District
115/ of Guijarat state in India.
116/ However unique identification number of WEGs,
117/ their geographical co-ordinates and name of: tHeAR2
120/ substations to which the WEGs of the project
MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-9338, rév.0 A-7




DET NORSKE VERITAS

Checklist Question Ref MoV Assessment by DNV
| 21/ | | activity will be connected needs to be included in
the PDD.
A.5 Public funding of the project activity
A.5.1 In case public funding from Parties included in Arriis @ /1/ DR | The project does not involve any public funding OK
used for the project activity, have these Partresiged and hence, no diversion of funds from official
an affirmation that such funding does not resul in development assistance is expected.
diversion of official development assistance and is
separate from and is not counted towards the finhnc
obligations of these Parties?
B Application of a baseline and monitoring methodoloyg
B.1  Methodology applied (VVM Para 65-76)
B.1.1 Does the project apply an approved methodologytlaed /1/ DR | The project correctly applies the approved OK
correct and valid version thereof? 129/ baseline methodology “Consolidated baseline

methodology for grid-connected electricity
generation from renewable sources” ACM 0002,
version 11 for large scale CDM projects.

B.1.2 If applicable, has any specific guidance providgdHe 11/ DR | Not applicable for the project activity OK
CDM EB in respect to the applied methodology been | /29/
considered? 130/

131/

132/

133/

134/

135/

B.2  Applicability of methodology (and tools) (VVM Para
65-76)
Insert a row for each applicability criteria of trapplied
methodology (and tools)
B.2.1 How was it validated that project complies with the /11 DR/l | The project activity involves installation of WEG OK

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Assessment by DNV
following applicability criteria: el | “for generation of power from wind energy to
The methodology is applicable to grid connected 110/ supply to the grid and is a green field project
renewable power generation project activities ¢(aat 121

install a new power plant at a site where no remdsva | /22/
power plant was operated prior to the implementatio | /29/
the project activity (greenfield plant); (b) inveha
capacity addition; (c) involve a retrofit of (amjigting
plant(s); or (d) involve a replacement of (an) Brip

plant(s).
B.2.2 How was it validated that project complies with the /1 DR/l  The project activity is a green field project that OK
following applicability criteria: 19/ uses wind energy to generate electricity and
The project activity is the installation, capadiydition, = /10/ hence this applicability criterion is not applicabl
retrofit or replacement of a power plant/unit akoof 1211 for the project activity
the following types: 1221
« hydro power plant/unit (either with a run-of-eiv 1291

reservoir or an accumulation reservoir)
» wind power plant/unit

* geothermal power plant/unit

* solar power plant/unit

* wave power plant/unit

« tidal power plant/unit.

B.2.3 How was it validated that project complies with the /1 DR/l | The project activity is a green field project that OK
following applicability criteria: 19/ uses wind energy to generate electricity and
In the case of capacity additions, retrofits, reptaents: | /10/ hence this applicability criterion is not applicabl
the existing plant started commercial operatiooqpo | /21/ for the project activity.

the start of a minimum historical reference pebfive 122]
years, used for the calculation of baseline enmssemd 1291
defined in the baseline emission section, and pacity
expansion or retrofit of the plant has been unéerta
between the start of this minimum historical refiee
period and the implementation of the project ativi

B.2.4 How was it validated that project complies with the /1| DR/l | The project activity is a green field project that OK

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Assessment by DNV CI:D()rr?(];tl
following applicability criteria: insert applicaliy el | "uses wind energy to generate electricity and
criteria 3? /10/ hence this applicability criterion is not applicabl
In case of hydro power plants, one of the following 121/ for the project activity.
conditions must apply: 122/

« The project activity is implemented in an existing | /29/
reservoir, with no change in the volume of resatvoi

* The project activity is implemented in an existing
reservoir, where the volume of reservoir is incegaand
the power density of the project activity, as per
definitions given in the Project Emissions sectisn,
greater than 4 W/fn

The project activity results in new reservoirs amel
power density of the power plant, as per defingigiven
in the Project Emissions section, is greater thsiwe?.

B.2.5 Isthe selected baseline on of the baseline(syibescin = /1/ DR  Yes the selected baseline corresponds to ‘the OK
the methodology and this hence confirms the 129/ baseline emissions are the product of electrical
applicability of the methodology? 131/ energy baseline EGBL, y expressed in kWh of

136/ electricity produced by the renewable generaiing

unit multiplied by an emission factor” as
prescribed in the applied methodology.
BEy = EGBL,y * EFcoo

B.3  Project boundary (VVM Para 78-80)

B.3.1 What are the project’s system boundaries (compsnent /1/ | DR/l | Yes, the project boundary includes: OK
and facilities used to mitigate GHGs)? Are theydie 113/ (i) The project activity is spread across villages
defined and in accordance with the methodology? 120/ Chattar, Narmana, Seth Wadala, Jam
121/ Ambardi, Mevasa, Dhun Dhoraji, Sadodar,
129/ Bodi, Padavala and Machharda in Jamnagar
131/ and Rajkot District of Gujarat state in India.
136/ (i) The spatial boundary of the project also

includes transmission network for the
evacuation of electricity to the NEW & NE
grid to which the project activity is

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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. . - Draft = Final
Checklist Question Assessment by DNV | Conel. | Concl.
connected.
The project boundary has been defined clearly in
the PDD
B.3.2 Which GHG sources are identified for the projecte® | /1/ DR | Baseline GHG sources identified for the project OK
the identified boundary cover all possible soultésed = /29/ activity are
to the project activity? Give reference to docuraent CO, — Included as it is the main emission source
considered to arrive at this conclusion. CH, — Excluded as it is a minor emission source
N,O — Excluded as it is a minor emission sourc¢e
No project activity emission for Wind power
plant.
This is in line with the applicable methodology
ACMO0002 version 11, Table 1.
B.3.3 Does the project involve other emissions sourcés no | /1/ DR | No. The project activity is generation of OK
foreseen by the methodologies that may question the /29/ electricity for supply to grid using wind energy
applicability of the methodology? Do these sources and so does not involve any other emission
contribute with more than 1% of the estimated eimiss source not foreseen by the methodology.
reductions of the project?
B.4 Baseline scenario determination (VVM Para 81-88,
105-107)
Ensure that the evaluation of all alternatives pdad in
the PDD and required by the methodology and also
possible alternatives/offshoots of alternatives are
discussed. Check that all alternatives requiretie¢o
considered by the methodology are included initied f
PDD. If baseline alternatives required to be coeseat
by the methodology are considered not applicabégge
assess the justification for this.
B.4.1 Which baseline scenarios have been identified?elsist | /1/ DR | The baseline scenario has been chosen as per the OK
of baseline scenarios complete? 129/ methodology ACM0002 version 11. According to
131/ the methodology the baseline scenario is,
MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Assessment by DNV

electricity delivered to the grid by the project
activity would have otherwise been generated by
the operation of grid-connected power plants and
by the addition of new generation sources as
reflected in the combined margin (CM)
calculations described in the “Tool to calculate
the emission factor for an electricity system”.

B.4.2 How have the other baseline scenarios been eligdriat, /1/ DR | Yes, It has been argued that implementation of OK
order to determine the baseline? 129/ project activity without CDM revenue is not
130/ economically attractive and hence can not be
considered as alternative to the project activity.
B.4.3 What is the baseline scenario? /1 DR | As per the methodology ACM0002 version 11, if OK
129/ the project activity is installation of a new grid-
131/ connected renewable power plant/unit, the
136/ baseline scenario is electricity delivered to the

grid by the project activity would have otherwise

been generated by the operation of grid-
connected power plants and by the additions of
new generation sources as reflected in the
combined margin (CM) calculations described in

the “Tool to calculate the emission factor for :an

electricity system”.
The same baseline scenario is used in the project
activity which is in line with the applied
methodology.
The combined margin emission factor for the
NEW & NE regional grid of India has been
sourced from CEA database version 5.

B.4.4 Is the determination of the baseline scenario in 11/ DR | Yes the baseline scenario has been identified OK
accordance with the guidance in the methodology? | /29/ inline with applied methodology ACMO0002
131/ version 11, the baseline scenario identified is

electricity delivered to the grid by the project

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Assessment by DNV

activity would have otherwise been generated by
the operation of grid-connected power plants and
by the addition of new generation sources, as
reflected in the combined margin (CM)
calculations described in the “Tool to calculate
the emission factor for an electricity system”

version 02.
B.4.5 Has the baseline scenario been determined using /1 DR | Inline with the applied methodology ACM0002 OK
conservative assumptions where possible? 129/ version 11, the baseline scenario identified is
131/ electricity delivered to the grid by the project
136/ activity would have otherwise been generated by

the operation of grid-connected power plants and
by the addition of new generation sources, as
reflected in the combined margin (CM)
calculations described in the “Tool to calculate
the emission factor for an electricity system”.
The combined margin emission factor for the
NEW & NE regional grid of India has been
sourced from CEA database version 5 andthe
value applied is 0.92252 tGEMWHh.

B.4.6 Does the baseline scenario sufficiently take imimant | /1/ DR | Yes, national and sectoral policies have bgen OK
relevant national and/or sectoral policies, macro- 125/ taken into consideration for selecting the baseline
economic trends and political aspirations? 1291 scenario.
130/
149/
/50/
/52/
B.4.7 Is the baseline scenario determination compatiltle w | /1/ DR | The project is located in the state of Gujarat OK
the available data and are all literature and ssurc 129/ which forms a part of the NEWNE Grid. Hence
clearly referenced? 131/ the baseline scenario has been appropriately
136/ considered to be the grid mix in the NEWNE

grid. The baseline determination is compatible
with the available data. The combined margin

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question

Assessment by DNV

. Draft

~Ref MoV

emission factor value for the NEWNE grid h
been sourced from data by the Central Electri
Authority (CEA) of the Ministry of Power
Government of India. CEA has published
database of carbon dioxide emission factors f
the power sector in India based on deta
authenticated information obtained from

operating power stations in the country. This,C

baseline database provides information about
OM and BM factors of all the regional electric
grids in India. DNV confirms that the CE
database version 5 used for calculation
combined margin emission coefficient for t
NEWNE regional grid of India was the latest d
available at the time of the commencement
validation (inline with the requirement of “To
to calculate the emission factor for an electric
system”) and same was used during

webhosting of the PDD. The OM in the CE

database is calculatezk-anteusing the simple
OM approach based on the generation-weig
average emissions per electricity unit over a tk
year period of 2006-2007, 2007-2008 and 2C
2009. BM is calculated ex ante based on the :
most recent capacity additions in the NEW
grid based on net generation for the year 200¢
as described in “Tool to calculate the emiss
factor for an electricity system” version 02, T
operating margin has been determined to
1.00498 tC@e/MWh and the build margin to b
0.6752 tCQe/MWh.

Inline with tool, the weights for OM and BM a
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0.75 and 0.25 respectively has been used to a
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MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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_ . Concl. | Concl.
at CM value and the value applied is 0.92252

Checklist Question Assessment by DNV

tCO.e/MWh.
B.4.8 Is the baseline determination adequately documented /1/ = DR | Inline with the applied methodology ACM0002 OK
the PDD? 129/ version 11, the baseline scenario identified is
«  All assumptions and data used by the project 131/ electricity delivered to the grid by the project
participants are listed in the PDD and related 136/ activity would have otherwise been generated by
document to be submitted for registration. The data the operation of grid-connected power plants and

by the addition of new generation sources, as
reflected in the combined margin (CM)
calculations described in the “Tool to calculate
the emission factor for an electricity system”.

are properly referenced.

* All documentation is relevant as well as correctly
quoted and interpreted.

* Assumptions and data can be deemed reasonable The combined margin emission factor for the
* Relevant national and/or sectoral policies and NEW & NE regional grid of India has been

circumstances are considered and listed in the PDD. sourced from CEA database version 5 and the
«  The methodology has been correctly applied to value applied is 0.9225 tG&MWh.

identify what would occurred in the absence of the
proposed CDM project activity

B.5 Additionality determination (VVM Para 94-121)

B.5.1 What approach/tool does the project use to assess 11/ DR | The tool to demonstrate additionality version 5.2 OK

additionality? Is this in line with the methodol&gy 129/ has been used. Yes this is in line with the
130/ methodology for new grid connected renewable
energy project.

B.5.2 Have the regulatory requirements correctly beeartak | /1/ DR | Yes the regulatory requirements have been taken OK
into account to evaluate the project activity amal t 129/ into account to evaluate the alternatives to the
alternatives? 130/ project activity.

B.5.3 Is sufficient evidence provided to support thevefee 11/ DR | Yes. The relevant arguments have been provided OK
of the arguments made? 129/ for verification and this has been verified and

130/ found to be in order by DNV.

B.5.4 What is the project additionality mainly based on 11/ DR | The project additionality has been mainly based OK

(Investment analysis or barrier analysis)? 129/ on investment analysis.
/30/

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Assessment by DNV DIl
 Concl
Prior consideration of CDM (VVM Para 98-103)
B.5.5 What is the evidence for serious considerationDMC 11/ DR | The start date of the project activity (5 December OK
prior to the time of decision to proceed with theject 5/ 2009) is after 2 August 2008 (CDM EB
activity? 16/ guidelines on CDM consideration).
g; The project proponent through an email
0/ communication has notified the DNA of India on
/;g/ 11 March 2010 and UNFCCC secretariat on 7

April 2010, regarding the commencement of the
140/ CDM project activity. On 15 March 2010 project
proponent had received the acknowledgement of
email from DNA of India and on 12 May 2010
had received the acknowledgement of email from
UNFCCC secretariat (within six months of the
project start date as per the EB guidance). DNV
has also evidenced the CDM consideration from
the board approval of date 28 November 2
for the project activity, which is before the
starting date of the project activity which clearly
states that “project would not be financially
viable on a stand alone basis by sale of elegtricit
and the director informed the board that the tis
posed to the project activity could be mitigated
through Clean Development Mechanism | of
UNFCCC, which provides additional revenue
stream to clean energy projects through the sale
of certified emission reductions and the project
could still be a viable investment if the benedits
CDM can be availed”. CDM was therefore found
to be seriously considered in the decision; to
proceed with the project activity.

PP is requested to
a. Include the chronology of events for

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question

Assessment by DNV

. Draft

Final

~Ref MoV

revenues in the PDD.

b. Provide original Minutes of the boa
meeting held on 28 November 2009.

_Concl.  Concl.
demonstrating prior consideration of CDM

CDM status?

B.5.6 If the starting date is after 2 August 2008 andhethe
global stakeholder consultation, has the DNA and
UNFCCC confirmed that the project participants have
informed in writing of the project’s intention teek

11/
5/
16/
17/
19/
110/
134/

140/

DR

The start date of the project activity (5 Decem
2009) is after 2 August 2008 (CDM E
guidelines on CDM consideration).

The project proponent through an em
communication has notified the DNA of India
11 March 2010 and UNFCCC secretariat ot
April 2010, regarding the commencement of
CDM project activity. On 15 March 2010 proje
proponent had received the acknowledgemer:

email from DNA of India and on 12 May 201

had received the acknowledgement of email fi
UNFCCC secretariat (within six months of t
project start date as per the EB guidance). D
has also evidenced the CDM consideration ft
the board approval of date 28 November 2009
the project activity, which is before the starti
date of the project activity which clearly stat
that “project would not be financially viable on
stand alone basis by sale of electricity and
director informed the board that the risk posec
the project activity could be mitigated throu
Clean Development Mechanism of UNFCC
which provides additional revenue stream

ail
on
N7
the
ct
t of
0
om
he
NV
om
for
ng
es
a
the
i to
gh
C,
to

clean energy projects through the sale of certified

emission reductions and the project could still
a viable investment if the benefits of CDM can
availed”. CDM was therefore found to

seriously considered in the decision to proc

be
be
ve
eed

OK
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~ Draft
. Concl

Checklist Question Ref MoV Assessment by DNV

" with the project activity.

Continuous efforts to secure CDM statugonly to be
completed if starting date is before 2 August 2008)

B.5.7 What initiatives where taken by the project papieits 11/ DR | The start date of the project activity is: 5 OK
from the starting date of the project activity he tstart of . /5/ December 2009 after 2 August 2008 (CDM EB
validation in parallel with the physical implemetiva of | /9/ guidelines on CDM consideration) and hence this
the project activity? 110/ is not applicable.
134/

Investment analysis (VVM Para 108-114)

The list of questions below must be adjusted to the
parameters in the investment analysis relevan¢o t
project under validation.

B.5.8 Does the project activity or any of the remaining 11/ DR | Yes, the project activity generates revenue fiom OK
alternatives generate revenues apart from CDM#ds t | /17/ sale of power to the grid and same is mentioned
reflected in the PDD? 129/ in the PDD.
130/
B.5.9 Do any of the alternatives to the project activityolve 11/ DR | No, the alternative to the project activity doe$ no OK
investment? Is this reflected in the PDD? 129/ require any investment and this is indicated in the
130/ PDD.
B.5.10 Is the choice of benchmark analysis, investment 11/ DR | The project participant has applied benchmark OK
comparison or simple cost analysis correct? 129/ analysis to demonstrate the additionality of the
130/ project. This is inline with CDM EB guideline an
133/ assessment of investment analysis Para 16 which

states that “if the alternative to the project\atti
is the supply of electricity from a grid this istno
to be considered as investment and a benchmark
approach is considered appropriate”.

B.5.11 Is the benchmark/discount rate the latest availabtee = /1/ DR | Yes the expected/required return on equity is OK
time of decision? 129/ used as benchmark and was available at the itime
130/ of investment decision. The expected/required

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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. :  Draft = Final
Checklist Question Assessment by DNV | Conel. | Concl.
133/ return on equity is calculated based on the PLR
141/ and equity returns considered are that at the time
142/ of decision making. This has been calculated
143/ based on the long term risk free rate applicable on
144/ long term investment made, published by RBI

and market risk premium calculated based; on
market returns of various index of Sensex and
beta values provided by Bloomberg.

However, PP is requested to justify why

expected/required return on equity is consideregs| 2
as suitable indicator to evaluate the financial

viability for the project activity as 70% of the
project cost is funded through loan and without
which investment in the project activity would
have not been made by the PP.
PP is also requested to justify the suitability and
conservativeness of beta values considered to
calculate expected return on equity and same
need to be incorporated in the PDD.

B.5.12 What is the financial indicator? Is it on equityjarct 11/ DR | The financial indicator chosen by the project OK
basis? Before/after tax? Is the financial indicator 129/ proponent for the purpose of investment analysis
correspondence with the benchmark? 130/ is post tax equity-IRR.

133/
141/
142/
143/
144/

B.5.13 Are the underlying assumptions appropriate, e.gatugh = /1/ DR | The appropriateness of input parameters has peen OK
considered as waste in the baseline is considereave = /29/ evaluated in the subsequent sections.
zero value? 130/

/33/
B.5.14 Does the income tax calculation take depreciatibm i 125/ DR ' Yes, the income tax calculation takes OK
149/

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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: -  Draft = Final

Checklist Question Assessment by DNV | Conel. | Concl.
account? Is the depreciation year in accordande wit = /50/ depreciation into account. The depreciation
normal accounting practice in the host country? 152/ considered is as per the accounting practice

allowable for such type of projects as per the
Income tax act of India.

B.5.15 Is the time period of the investment analysis and 11/ DR | 20 years operating life has been considered which OK
operating time of the project realistic? Has satveglue = /22/ is realistic for WEG and has been verified from
been taken into account? Is working capital retdine  /38/ certificate from technology supplier.
the last year of operation? 146l A salvage value of 10% of equipment cost has

been considered for investment analysis and has
been added back in cash flow in the last year of
operation of project activity and is line with the
Central Electricity Regulatory Commission
(CERC) guidance on renewable energy projects
dated 16 September 2009.
For Land, 100% value has been added back to the
cash flow in last year of operation.
PP is requested to justify why working capital isg| 3
not added back in last year of operation in the

financial analysis sheet.

B.5.16 When feasibility study report or similar approvedtbe 11/ DR | The investment decision was made on the basis OK
government is used as the basis for the investment 18/ of the detailed project report (DPR) dated 25
analysis: Can it be confirmed that the values use¢lde 19/ November 2009, which is prepared based on the
PDD are fully consistent with the FSR and is theque  /10/ guotation received from Enercon India Limited
of time between finalization of the FSR and the 114/ dated 20 November 2009. The DPR for the
investment decision adequate? 117/ project activity was prepared on 25 November
129/ 2009, whereas the purchase order was placed on
130/ 5 December 2009. Hence given this short period
132/ of time between the detailed project report
133/ preparation and the decision to proceed with the

project activity, it is reasonable to assume that t
DPR was the basis for the input parameters for
the project activity.

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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- Draft = Final
. Concl.  Concl.
However it was found that ck4
a. The PLF value provided C-WET report is not
consistent with the values used in investment
analysis and PDD. The inconsistency in the
values used for the PLF need to be clarified.

b. The C-WET report on PLF is based on 74
number of WEGs for the project activity
where as the number of WEGSs for the project
activity as per the PDD is only 64. DNV
confirms the number of WEGS for the project
activity by referring the PO placed by the PP
and the DPR. PP is requested to provide
clarification on this regard.

c. PP is requested to justify the suitability of t
PLF value considered for the investment
analysis based on the PLF study conducted
by C-WET, as the C-WET study was
conducted for Samana in Jamnagar district,
Gujarat, where as the project activity |is
located both in Jamnagar and Rajkot districts,

Checklist Question Ref MoV Assessment by DNV

Guijarat.
B.5.17 How was the amount of output (e.g. sales of elatfi 11/ DR  [] The plant load factor provided to banks and/or OK
assessed? Remember to include all the data saiseds, g/ equity financiers while applying the project
and list all the projects that have been usedruss: /9/ activity for project financing, or to the

checking in accordance with VVM paragraph 95. government while applying the project activity

for implementation approval
X] The plant load factor determined by a third
party contracted by the project participants (e.qg.
an engineering company)
[ ] Other approach.

Plant load factor used in investment analysis was
based on the as per the Guidelines on reporting

114/

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV CI:DOrrz]a(f:tl
! : : and validation of PLF — EB48, Annex 11. |
However it was found that ClL4

a. The PLF value provided C-WET report is rot
consistent with the values used in investment
analysis and PDD. The inconsistency in the
values used for the PLF need to be clarified.

b. The C-WET report on PLF is based on 74
number of WEGs for the project activily
where as the number of WEGSs for the project
activity as per t he PDD is only 64. DNV
confirms the number of WEGS for the project
activity by referring the PO placed by the PP
and the DPR. PP is requested to provide
clarification on this regard.

c. PP is requested to justify the suitability of t
PLF value considered for the investment
analysis based on the PLF study conducted
by C-WET, as the C-WET study was
conducted only for Samana in Jamnagar
district, Gujarat, where as the project activity
is located both in Jamnagar and Rajkot
districts, Gujarat.

B.5.18 How was the output price (e.g. electricity price) 11/ DR | [X] Cross-check against third-party or publicly OK
assessed? Were the data available and valid tirteef = /9/ available sources (e.g. invoices or price indices)
decision? Remember to include all the data sowsed @ /17/ X Review of feasibility reports, public
and list all the projects that have been usedrusss 138/ announcements and annual financial reports
checking in accordance with VVM paragraph 95. ;jg; related to the project and the project participants

The electricity tariff considered by the PP is
based on the GERC draft order dated 17 June
2009, the latest tariff order of GERC as at the
time of decision making. PPA is signed for the
commissioned 6.4 MW with GUVNL based on

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-9338, rév.0 A-22




DET NORSKE VERITAS

Checklist Question  Ref MoV Assessment by DNV DIl el
- Concl. . Concl.
the latest tariff order of GERC dated 30 January
2010. DNV has cross checked the tariff details
from both the PPA made and the latest GERC
tariff order and found the tariff is slightly highe
than the tariff considered at the time of decisioﬁ’ R3
making. PP is requested to evaluate the project
IRR based on the PPA tariff and also to conduct a
sensitivity analysis based on the same.

PP is requested to provide sales invoices, if daise
any, to GUVNL, for tariff verification.

B.5.19 How were the investment costs assessed? Werette da/1/ DR  [] Cross-check against third-party or publicly OK
available and valid at the time of decision? Rememtd | /8/ available sources (e.g. invoices or price indices)
include all the data sources used and list alptiogects 19/ Xl Review of feasibility reports, public
that have been used for cross-checking in accoedanc: /10/ announcements, contracts and annual financial
with VVM paragraph 95. 112 reports related to the project and the project

participants

The investment decision was made on the basis
of the detailed project report (DPR) of 25
November 2009, which is prepared based on the
guotation received from Enercon India Limited.

The DPR for the project activity was prepared: on

25 November 2009, whereas the purchase crder
was placed on 5 December 2009. Given this short
period of time between the detailed project report
preparation and the decision to proceed with the
project activity, it is reasonable to consider DPR

as primary source of input parameters. Hence the
investment cost considered based on the DPR is
in line with the “guidance on assessment; of

Investment analysis.

Since the DPR for the project activity is noapg
prepared by independent third party, PP is

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question

' requested to compare these input values

Assessment by DNV

with
he
he

other wind power project commissioned in ft
region in the recent past to justify t
reasonableness of the input values used
investment analysis.

DNV has cross checked from the purchase o
placed for the project activity that the act
project cost is only 2816 Million INR which i
7.89% lesser than the cost considered in the C
PP is also requested to evaluate the project
based on the actual project cost and alsc
conduct a sensitivity analysis based on the ac
project parameters

in

rder
Jal
S
PR.
IRR
to
tual

B.5.20 How were the O&M costs assessed? Were the data
available and valid at the time of decision? Remamib
include all the data sources used and list alptiogects
that have been used for cross-checking in accoedanc
with VVM paragraph 95.

11/

18/

19/
112/

DR

[] Cross-check against third-party or publi
available sources (e.g. invoices or price indice
X Review of feasibility reports, publi
announcements and annual financial rep
related to the project and the project participan
The O&M Cost was considered based on
detailed project report (DPR) of 25 Novemt
2009, which is prepared based on the quota
received from Enercon India Limited (O &l
contractor for the project activity).
Since the DPR for the project activity is r
prepared by independent third party, PP
requested to compare these input values
other wind power project commissioned in i
region in recent past to justify the reasonablet
of the input values used in investment analysis

ly
5)
c
orts
ts
the
er
tion
Vi

0EARS3
is

with

he

1ess

OK

B.5.21 Describe the assessment of the other input paresnete
Were the data available and valid at the time ofsien?
Remember to include all the data sources usedistralll

11/
19/
1471

DR

[] Cross-check against third-party or publi
available sources (e.g. invoices or price indice

cly
5)

X Review of feasibility reports, publi

C

OK
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Checklist Question

the projects that have been used for cross-cheaking

accordance with VVM paragraph 95.

TJa9l

150/

announcements and annual

Assessment by DNV

financial

reports

related to the project and the project participants
All the input parameters used in the financé:ial
calculation excel sheet are relevant at the time of
decision making. References and suppor‘tlng

documents are also provided.

However, the PP is requested to provide copy ﬁ’ R3
supporting document for the insurance charges

for verification.

Further, PP is requested to clarify the misma
in the loan re-payment period, 12 years state
the loan sanction letter of IDFC and 10 ye
considered in the DPR and financial analysis.
PP is also requested to clarify why the genera
based incentive of 0.50 INR/KWh is n
considered in the financial analysis.

1tch
din
ars

tion
ot

B.5.22 Was the financial calculation spreadsheet verified

found to be correct?

11/
13/
14/

DR

The financial calculation spread sheet has [
checked and clarification stated above has t
asked and based on the PP response
conclusion will be made.

e@AR3
een
final

OK

B.5.23

Sensitivity analysis: Have the key parameters

contributing to more than 20% of the revenue/costs
during operating or implementation been identifiet#
possible correlation between the parameters been

considered?

11/
13/
117/
130/

DR

The key parameters contributing to more ti
20% of the revenue/costs during operating
implementation have been identified and
possible correlation between the parameters
been considered.

Even though the tariff is fixed for 20 years foeth

project activity as per the PPA, PP is requeste
conduct sensitivity analysis for the tariff.

1an
or

the
has

CAR4
dto

OK

B.5.24

Sensitivity analysis: Is the range of variations is
reasonable in the project context?

11/
13/
18/
19/

DR

PP has carried a sensitivity analysis to analyse
effect of + 10% variation in capital cos

electricity generation, debt equity ratio and O&

> th
t
M

cost of the project and it has demonstrated

that

OK
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Checklist Question Assessment by DNV | Conel. | Concl.
110/ even after + 10% variation the equity IRR for the
112/ project remains below than the applied
117/ benchmark.
130/ PP is requested to conduct sensitivity analysis ngR%
138/ the tariff, even though the tariff is fixed for 20
146/ years for the project activity as per the PPA.
1471 Also the sensitivity analysis needs to be
148/ performed in the parameters till they touch th€AR4
149/ benchmark and the likelihood of that being
150/ achieved need to be indicated.
/51/
/52/
B.5.25 Have the key parameters been varied to reach the /1 DR | PP has carried a sensitivity analysis to analyse th OK

benchmark and the likelihood of this to happen been = /3/ effect of + 10% variation in capital cost,

justified to be small? 18/ electricity generation, debt equity ratio and O&M
19/ cost of the project and it has demonstrated that
110/ even after £ 10% variation the equity IRR for the
112/ project remains below than the applied
117/ benchmark.
130/ PP is requested to conduct sensitivity analysis f@AR3
138/ the tariff, even though the tariff is fixed for 20
146/ years for the project activity as per the PPA.
1471 Also the sensitivity analysis needs to b ,p,
148/ performed in the parameters till they touch the
149/ benchmark and the likelihood of that being
150/ achieved need to be indicated.
/51/
152/

Barrier analysis (VVM Para 115-118)
B.5.26 Are the barriers identified complimentary to a i 11/ DR | PP has not opted for barrier analysis to OK
investment analysis? Does the barrier have a igzact  /29/ demonstrate the additionality of the project
on the financial returns so that it can be assessad 130/

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question

Assessment by DNV

. Draft

Final

investment analysis? Each barrier is discussedatepa

Concl. Concl.

Common practice analysis (VVM Para 119-121)

B.5.27 What is the geographical scope of the common ecti
analysis? Is this justified?

11/
129/
130/
153/

DR

The state of Gujarat has been considered
assessing the common practice. Since the pol
and tariff regime is consistent throughout

state of Gujarat, DNV considers the selectior
the region is appropriate.

In State of Guijarat all wind projects above
MW has been considered for common prac
analysis. It was noted that all wind power proj
from single investor above 15MW is under CEC
pipeline. Hence it has been demonstrated
investment in large scale wind power project
Guijarat is not a common practice.

tice
ect
M
that
in

OK

B.5.28 What is the scope of technology and size (e.g.agpaf
power plant) for the common practice analysis amat h
has this been justified?

11/
129/
130/
153/

DR

The state of Gujarat has been considered
assessing the common practice. Since the pol
and tariff regime is consistent throughout

state of Gujarat, DNV considers the selectior
the region is appropriate.

In State of Gujarat all wind projects above
MW has been considered for common prac
analysis. It was noted that all wind power proj
from single investor above 15MW is under CEC
pipeline. Hence it has been demonstrated
investment in large scale wind power project
Gujarat is not a common practice.

for
cies
he

of

15
tice
ect
M
that
in

OK

B.5.29 What is the data source(s) used for the commortipeac
analysis?

11/
129/
130/
153/

DR

The data source used for the common prac
analysis is from the list of projects commissior
and under operation in Gujarat as per the Inc
Wind Power Directory 2009.

The copy of the of the Indian Wind Pow

tice
ed
lian

e cLs

Directory 2009 need to be presented as

the

OK
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- Draft = Final
| . Concl. = Concl.
supporting evidence for the arguments under
common practice analysis.
B.5.30 How many similar non-CDM-projects exist in the @yi | /1/ DR | Project Participant is requested is provide a copgts OK
within the scope? 129/ of the Indian Wind Power Directory 2009.

130/
/53/
B.5.31 How were possible essential distinctions between th = /1/ DR  Refer section B.5.29 and B.5.30 of the report.; —+£5C  OK
project activity and similar activities assessed? 129/

130/
/53/
B.5.32 What is the conclusion of the common practice sis® /1/ = DR  To be concluded, once response to theSLs OK
129/ clarifications raised for Common Practice
/30/ analysis are provided by PP.

/53/

Checklist Question Assessment by DNV

Conclusion

B.5.33 What is the conclusion with regard to the addititpaf | /1/ DR | Conclusion on additionality of the project activityck:to .  OK
the project activity? 13/ calls for all the CLs and CARs mentioned in theck5;
18/ additionality section to be addressed. CAR3

19/ CAR4
110/

112/
117/
130/
138/
146/
147/
148/
149/
150/
151/
152/

/53/

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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. Concl. | Concl.

Checklist Question Assessment by DNV

B.6 Calculations of GHG emission reductions

Data and parameters that are available at validatio
and that are not monitored (VVM Para 199-203)

B.6.1 How was the OM emission factor for NEWNE regional /1/ DR  The OM emission factor has been computed OK

grid available at validation verified? 129/ using the simple OM approach based on the
/31/ generation-weighted average emissions per
136/ electricity unit over a three year period of 2006-
2007, 2007-2008 and 2008-2009 available in the
CEA database version 5, for the NEW &NE
regional grid, inline with approach prescribed in
“Tool to calculate the emission factor for an
electricity system” version 02 .This is fixed ex-
ante value and the value applied is 1.00498
tCO.e/MWh.

DNV verified from the values applied for O
calculation from CEA website. The calculation
also found to be correct.

B.6.2 How was the BM emission factor for NEWNE regional /1/ DR | BM is calculatedex-antebased on the 20% most OK
grid available at validation verified? 129/ recent capacity additions in the grid based on net
/31/ generation for the year 2008-09, in accordance
/36/ with "Tool to calculate the emission factor for an
electricity system” version 02. This value |is
sourced from CEA database version 5. This is
fixed ex-ante value and the value applied is
0.6752 tCQe/MWh

B.6.3 How was the CM:.o, emission factor for NEWNE 11/ DR | The baseline emission factor for the project has OK

regional grid available at validation verified? 129/ been calculated as the weighted average of the
/31/ operating margin (OM) and the build margin
/36/ (BM) in the ratio of 75:25 as applicable for wind
projects. The CM thus arrived is 0.92252
tCO/MWh. DNV verified the calculation and
found it to be in order.

<

S
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Checklist Question Assessment by DNV | Conel. | Concl.
Baseline emissions (VVM Para 89-93)
B.6.4 Are the calculations documented according to the 11/ DR | Yes. The baseline emission calculations are in OK
approved methodology and in a complete and traaepar/29/ accordance with the baseline methodology.
manner? 131/
136/
B.6.5 Have conservative assumptions been used when 11/ DR | Yes. Conservative assumptions have been used OK
calculating the baseline emissions? 129/ while calculating the baseline emissions.
131/
/36/
B.6.6 Are uncertainties in the baseline emission estimate /1 DR | There are no uncertainties in the baseline OK
properly addressed? 129/ emissions.
131/
136/
Project emissions (VVM Para 89-93)
B.6.7  Are the calculations documented according to the /1/ © DR/l ' Since the project activity is electricity generatio OK
approved methodology and in a complete and traaspar/29/ from wind energy there is no project GHG
manner? emission and this complies with the methodology
with respect to project emission computation.
Leakage (VVM Para 89-93)
B.6.8  Are the leakage calculations documented accordiiget; /1/ | DR | This is not applicable as the project activity is OK
approved methodology and in a complete and traaspar/29/ electricity generation from wind energy.
manner?
Emission Reductions (VVM Para 89-93)
B.6.9  Algorithms and/or formulae used to determine eraissi  /1/ DR | All the assumptions and data used by the project OK
reductions: 129/ participants are listed in the PDD and the data are
« All assumptions and data used by the project ppatits /31/ properly referenced.
are listed in the PDD and related document subdchftie /3¢,
registration. The data are properly referenced
» All documentation is correctly quoted and interpcet

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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. Draft

Checklist Question Assessment by DNV Concl

e All values used can be deemed reasonable in thexton
of the project activity

* The methodology has been correctly applied to tatieu
the emission reductions and this can be replichyethe
data provided in the PDD and supporting files to: be
submitted for registration.

B.7  Monitoring plan (VVM Para 122-124)
Data and parameters monitored

B.7.1 Do the means of monitoring described in the plangy = /1/ DR/l No, PP is requested to justify how the currenicLe OK
with the requirements of the methodology? 117/ monitoring arrangement defined in the PDD

129/ meets the require_ment of _the applied_ version of
148/ methodology, which requires Quantity of net
electricity generation supplied by the project

155/ plant/unit to the grid in year need to be
monitored, whereas the current arrangement
mentioned in the PDD calculates net electricity
based on the apportioning of electricity recorded
by the common meter (meter to which machines
of other investors are also connected).
PP is also requested to explain the detailed
procedures of apportioning in Annex 4 of the

PDD.
B.7.2 Does the monitoring plan contains all necessary /1/ = DR | Refer section B.7.1 of the report —€L6 OK
parameters, and are they clearly described? /17/
129/
148/
/55/
B.7.3 In case parameters are measured, is the measurement/1/ = DR  Refer section B.7.1 of the report —C€L6 OK
equipment described? Describe each relevant pagamet/17/
129/

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Assessment by DNV | Conel. | Concl.
148/
/55/
B.7.4 In case parameters are measured, is the measurement/1/ | DR  Refer section B.7.1 of the report —~C€L6 OK
accuracy addressed and deemed appropriate? Describg 7/
each relevant parameter. 129/
148/
/55/
B.7.5 In case parameters are measured, are the requisefoen /1/ = DR  Refer section B.7.1 of the report —CL6 OK
maintenance and calibration of measurement equipmeny 7/
described and deemed appropriate? Describe each = /5g,
relevant parameter. /48
/55/
B.7.6 s the monitoring frequency adequate for all mawmiigp | /1/ | DR | Refer section B.7.1 of the report —€L6 OK
parameters? Describe each parameter. 117/
129/
148/
/55/
B.7.7 Is the recording frequency adequate for all moiritpr /1/ = DR | Refer section B.7.1 of the report —<C€L6 OK
parameters? Describe each parameter. 117/
129/
148/
55/
Ability of project participants to implement
monitoring plan
B.7.8 How has it been assessed that the monitoring 11/ DR | Unless the issue of current monitoringCke OK
arrangements described in the monitoring plan are /17/ arrangement is inline with the methodology issue
feasible within the project design? 129/ in not resolved no conclusion can be drawnr in
148/ this regard.

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-9338, rév.0 A-32




DET NORSKE VERITAS

Checklist Question Assessment by DNV
/55/
B.7.9 Are procedures identified for day-to-day recordsdimg . /1/ For the operation and maintenance of the facility, OK
(including what records to keep, storage areaadrds | /17/ contract has been entered with Enercon (India)
and how to process performance documentation)? 129/ Limited and they will be providing daily
148/ generation report.
The QA/QC procedures indicated in Annex t ARS
1551 need to be further formalized by including the
role of PP and the requirements of CDM.
B.7.10 Are the data management and quality assurance and /1/ DR | Yes. The systems and procedures detailed; are OK
quality control procedures sufficient to ensurd tha 117/ adequate to ensure the verification of emissions
emission reductions achieved by/resulting from the 129/ reductions from the project activity.
project can be reported ex post and verified? 148/
/55/
B.7.11 Will all monitored data required for verificatiomé 11/ DR | The monthly data of electricity generated (JMR OK
issuance be kept for two years after the end of the 117/ sheet, Invoice & controller data) will be collected
crediting period or the last issuance of CERstHi 129/ in both print and electronic form. The data will be
project activity, whichever occurs later? 148/ kept for two years after the end of the crediting
/55/ period or the last issuance of CERs for this

project activity, whichever occurs later.

Monitoring of sustainable development indicators/
environmental impacts

B.7.12 Is the monitoring of sustainable development indical = /1/ DR | As per DNA of India website for large scale OK
environmental impacts warranted by legislatiorhia t 127/ CDM projects activities PP shall commit a certain
host country? 54/ percentage of the CERs revenue every vear

(subject to a minimum of 2%) for Sustainable
Development and shall make action plan for the
same and these needs to be included in the PCN
and PDD.
However this action plan is not clear fromFAR:
webhosted PDD.

PP is requested to provide the DNA approvalifor

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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- Draft
| - Concl.
the project activity for confirmation and in case i
the DNA approval talks about the same and this
action plan needs to be incorporated in the

Checklist Question Ref MoV Assessment by DNV

revised PDD.
B.7.13 Does the monitoring plan provide for the collectard 11/ DR | The monitoring plan does not provide for the OK
archiving of relevant data concerning environmental | 27/ collection and archiving of relevant data
social and economic impacts? /54/ concerning environmental, social and economic
impacts and this is not warranted by the current
legislation.

However PP is requested to detail the action plan
for monitoring 2% of the CER revenue to be
spent on sustainable development activities of the
local population.
B.7.14 Are the sustainable development indicators in it 11/ DR | The Letter of approval from the DNA of IndiaCARL OK
stated national priorities in the host country? 127/ needs to be submitted for verification.

154/

C Duration of the project activity / crediting period
C.1.1  Start date of project activity (VVM Para 99-100, 1@)

C.1.2 How has the starting date of the project activisgto 11/ DR | The start date of the project activity is statetidc OK
determined? What are the dates of the first corstifac /5/ 5 December 2009, which is the date of purchase
the project activity? When was the first constricti I8/ order placed for the supply of 64 WEGSs for the
activity? 19/ project activity.
110/ The purchase order dated 5 December 2009 has
been verified by DNV.
C.1.3 Is the stated expected operational lifetime offftggect 11/ DR | The operational lifetime of the project activity OK
activity reasonable? 19/ has been mentioned as 20 years which is
122/ reasonable and has been verified by DNV from
/38/ certificate provided by technology supplier.
146/

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Assessment by DNV DIl
 Concl
C.1.4 Isthe start date, the type (renewable/fixed) &edength: /1/ DR | The project has chosen a fixed crediting period of OK
of the crediting period clearly defined and reade2 10 years with the start date of the crediting pkrio

being 1 June 2011.

D Environmental Impacts (VVM Para 131-133)

D.1.1 Are there any host country requirements for an /1/ | DR/l | It was found that during the validation visitat: CLY OK
Environmental Impact Assessment (EIA), and if yes, /13/ a. The land used for the project activity is a
an EIA approved? Does the approval contain any 120/ forest land and PP needs to clarify that the
conditions that need monitoring? 21/ Wild Life Protection Act 1972 is nat
137/ app_licable_and EIA is not required for the
156/ project activity.
b. MoEF clearance for the project activity has
been provided in the name of Vish Wind
Infrastructure Limited. PP is requested | to
provide clarification on this regard.
D.1.2 Does the project comply with environmental legislat | /1/ | DR/l As per the Ministry of Environment and Forests OK
in the host country? /13/ (MoEF), India Environment Impact Notification
120/ S.0. 1533 dated 14 September 2006, wind pawer
21/ projects are not covered under any schedule and
thus environmental impact assessment is not
1371 required for the project activity.
/56/ CL7

However it was found that during the validation
visit that:
a. The land used for the project activity is a
forest land and PP needs to clarify that the
Wwild Life Protection Act 1972 is naot
applicable and EIA is not required for the
project activity.
b. MoEF clearance for the project activity has
been provided in the name of Vish Wind
Infrastructure Limited. PP is requested i to

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question

Assessment by DNV

provide clarification on this regard.

D.1.3  Will the project create any adverse environmental /1/ | DR/l | Being wind energy based power project, the OK
effects? project is not expected to have any significant
impact on the environment.
D.1.4 Have identified environmental impacts been addesse /1/ = DR/l | Conclusion on environmental impacts by theGkL? OK
the project design? /13/ project activity calls for CL7 to be addressed.
120/
121/
137/
/56/
E Stakeholder Comments (VVM Para 128-130)
E.1.1 Have relevant stakeholders been consulted? 11/ DR | Yes. The stake holders meeting was conducted on OK
11811 9 February 2010 at Jamnagar district.
19/ The stakeholders consulted were local villagers,
representatives of Enercon India Limited (EPC &
O&M contractor of the wind farm) and EIPDPL
representatives.
Invitation published in local news paper, personal
invitations sent and minutes of the meeting of ithe
local stakeholder consultation has been verified
by DNV during the validation visit.
However PP is requested to provide the translate@L8
version of the invitation published in the local
newspaper and personal invitations which are in
the local (Gujarati) language.
E.1.2  Have appropriate media been used to invite comnignts = /1/ = DR  Yes. The local stakeholders were invited through OK
local stakeholders? 118/ newspaper advertisement and individual
119/ invitations sent to village representatives.
The advertisement was published in local
MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
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Checklist Question Assessment by DNV

' language news paper on 9 February 2010 by
project proponent.

News paper advertisement, attendance sheet and
minutes of meeting have been verified by DNV

during the site visit.
However PP is requested to provide the translate&:8
version of the invitation published in the local
newspaper and personal invitations which are in
the local (Gujarati) language

E.1.3 If a stakeholder consultation process is required b 11/ DR | A stakeholder consultation process is not required OK
regulations/laws in the host country, has the $takker 1371 by regulations/laws in India, the host country, for
consultation process been carried out in accordaitbe wind energy projects.
such regulations/laws?

E.1.4 Is asummary of the stakeholder comments received 11/ DR | A summary of the comments received has been OK
provided? /118/1 provided in the PDD.

19/

E.1.5 Has due account been taken of any stakeholder cateme /1/ = DR  There were no adverse comments received from OK

received? /118/1 the stakeholders and the net beneficial effects of

19/ the project activity were acknowledged by the
stakeholders present. :

MoV = Means of Verification, DR= Document Review, I=dntiew, CC= Cross-Checking
CDM Validation Protocol — Report No. 2010-9338, rév.0 A-37




DET NORSKE VERITAS

Table 3 Resolution of corrective action requests ahclarification requests

Corrective action and/ or clarification Reference Response by project participants Validation conclusion

requests to Table 2

CAR 1 A3.1 The Host Country Approval has begmhe letter of Approval received from
PP is requested to provide the Letter|of A.3.2 provided to DoE. DNA of India dated 15 November 2010
Approval (LOA) from the DNA of India A.3.3 The action plan for monitoring of 2%4as been verified by DNV.

(host) for verification. B.7.12 CER revenue contributed towardés _required by DNA of India rt_aquires
As per DNA of India website for large scale g 713 _sustain_able development h_as been addgedject proponent has committed |to
CDM projects activities PP shall commit| a B.7.14 in Section B.7.2 of the revised PDD | spend 2% percentage of the _CERs
certain percentage of the CERs revenue eyery revenue every year for Sustainable
year (subject to a minimum of 2%) fpr Development including
Sustainable Development and shall make society/community development. The
action plan for the same and these needs to be monitor-able action plan for the same
included in the PDD. has been included in section B.7.1|of

the PDD. DNV has verified from the
commitment and monitor-able actipn
plan made by project proponent frgm
the undertaking submitted to DNA of
India by project proponent dated 20 July

PP is requested to provide the DNA apprgval
for the project activity for confirmation and jn
case if the DNA approval talks about the
same and this action plan needs to| be
incorporated in the revised PDD.

2010.

OK Accepted

CAR 1 Closed.
CAR 2 The replies of the queries are |aBhe unique identification number, geo
PP has started commissioning of WEGs dn 6 A.2.2 follows: coordinates of all 64 WEGS, substation
July 2010 onwards and as on 1 October 2010,A.2.4 details to which the project activity will
only 8 WEGs have been commissioned out of o 4 1 a. The unique identification P& connected to, date of commissioning
64 WEGS. numbers of all the 64 WEGIOf already commissioned WEGs and
The following information needs to be and their geographical coexpected date of commissioning |of
included in the PDD ordinates are included nrema'rc‘j'”l:gD\é)VEGS has been included in

revise .
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Corrective action and/ or clarification

Reference
to Table 2

Response by project participants

Validation conclusion

requests

a. The unique identification number
all 64 WEGs and their geographid
co-ordinates.

Df
al

b. Name of the substations to which the

WEGs of the project activity will b
connected.

c. Commissioning dates and geo ¢

D

O-

ordinates of the WEGs which are

already commissioned

d. Expected date of commissioning for

the remaining 56 WEGSs.

Appendix 2 of the PDD.

b. The project activity is connectedeviewed by DNV.

to the Enercon’s substation

aDK Accepted.

Sadodar and finally connected|{tg AR 2 Closed.

the utility’'s (GETCO) substation
at Moti Paneli. The same
information is provided ir
section B.7.2 of PDD

c. The information of
commissioned machines |is
included in Appendix 2 of th
PDD.

d. The expected date Df
commissioning for remaining 54
WEG'’s is 20 April 2011.

W

Revised PDD version 3 has be

en

CAR 3
Since the DPR for the project activity is r
prepared by independent third party, PH
requested to compare these input values
other wind power project commissioned
the region in the recent past to justify t
reasonableness of the input values use
investment analysis.

Also PP is requested to

a.

b.

Evaluate the project IRR based on
PPA tariff.

provide sales invoices, if raised any,
GUVNL, for tariff verification

ot B.5.18
iISB.5.19
withg 5 20
r':; B.5.21
| iB.5.22
B.5.24
B.5.25

he B.5.33

to

he

Provide the project IRR based on f

Project proponent
A comparison sheet has been provigé@tailed comparison sheet

has submitted

includi

to DOE, the sheet compares the inpRfoject cost, O & M costs, escalation

values of the project activity with theO & M costs, insurance costs, and

input values of other project activitigglectricity tariff has been submitted

commissioned in the same region in
recent past.

a. The PPA (tariff

tHoject proponent and the details
other projects were also found to be
value ig Same range.

3.56/kWh the equity IRR at PPAThe electricity tariff considered

value is 8.14% which is 0.07%letailed project report was based on
higher than the tariff value ofGERC draft tariff regulation of 17 June
2009,
latelsfnvestment decision. However DNV h
tyerified from the actual power purchase

3.55/kWh.

b. The sales invoices of
months have been provided

applicable at the time

a

ng
in

Y
of
in
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Corrective action and/ or clarification Reference

Response by project participants

Validation conclusion

requests to Table 2
actual project cost and also to conducgt a
sensitivity analysis based on the actual
project parameters.

d. Provide copy of supporting document for
the insurance charges for verification.

e. Clarify the mismatch in the loan re-
payment period, 12 years stated in the
loan sanction letter of IDFC and 10 years

considered in the DPR and financjal
analysis.

f. Clarify why the generation based
incentive of 0.50 INR/kWh is nat

considered in the financial analysis.

. At actual project cost and

. The reference of insurance c(

. The loan repayment period w.

DOE for tariff verification.

actual applicable tariff, th
equity IRR comes out to b
10.38% which is well below th
benchmark, after increasing t
PLF by 10% to perforn
sensitivity analysis the equi
IRR comes out to be 13.18%.
Since O&M contract is not ye
finalized we have taken th
O&M cost as mentioned in th
offer letter and DPR.

has been provided to DOE f
verification.

agreement signed dated 10 June 201
aguly 2010 respectively and 06 Janu
12011 and recent sales invoices raise
eState electricity board that the applica
etariff rate for the project activity is 3.5
HENR/KWh without any escalation and
1 fixed for 20 years. This was based
yhe GERC final tariff order dated 3

January 2010. Even after consider
ithe electricity tariff of 3.56 INR/KWH
dhe equity IRR for the project works o
d0 be 18.14% which is still below tha

the benchmark.

)éhe total project cost considered
etailed project report was based on
udgetary offer received from Enerc

|®)

assumed as 10 years for
project activity. The loa
repayment period of 10 years

accepted norm for power sector
projects and is envisaged g

Central Electricity regulator
commission and State Electrici
Regulatory commissior
However, in actual the PP w
able to secure loan from IDF
for period of 12 vyears. T
capture the deviation, the PP |

51%India) Limited dated 20 Novembs
009. However the total project cost {
ht‘%e project activity was verified to &
Nerified by DNV from the actug
urchase order placed to Enercon In
imited dated 5 December 2009. EV
after considering the actual project cq
Yhe equity IRR for the project works o
a‘to be 10.03% which is still below tha
e benchmark.

he GERC tariff order does not provi
separate value for insurance charg

O

.only 2816 million INR and has bee

0,7
ary
d to
ble

is
on
0
ng
I

AN

in
the
on
318
or
e
2N

|
dia
en
st,
ut
AN

de
Jes.
ce

included the sensitivity analys|

izéERC tariff order considers insuran
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Corrective action and/ or clarification
requests

Reference
to Table 2

Response by project participants

Validation conclusion

at loan tenure of 12 years in t
PDD.

As per order on generatid
based incentive, the PP can

incentive of INR 0.50 per kW
which is capped to the extent
6.2 Million INR per MW and
maximum of 1.55 Million pe
MW each year.

Further, generation basg
incentive does not allow fg
accelerated depreciation of 8
in case of which norma
depreciation of 15% will apply
GBI is included in investmer
analysis in the revise
spreadsheet.

heharges as a part of O & M cost and
provides 1.5% of the total project cost
s O & M cost. DNV has cross checked
yehat after considering insurance charges
hwith operation and maintenance cost the
ofotal cost is 1.42% of the project cost
which is below than the O &M cost
provided in GERC order (1.5% of the
project cost).
PNV has also cross-checked the
rinsurance cost considered for the project
ogctivity against the insurance cost
yconsidered by various other CDM
_projects (UNFCCC Ref No: 3611, 3142,
2819 & 3854 and the value found to |be
0-18% of the project cost, hence the
value considered in the DPR was foynd
to be reasonable.

The loan tenure considered in detai

tariff for Procurement of Power
Distribution Licensees from Win
Energy Generators and other

found to be 12 years and has been
verified by DNV from the loa
agreement signed with IDFC dated 30

April 2010. Even after considering the
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Corrective action and/ or clarification Reference Response by project participants

Validation conclusion

requests to Table 2

actual loan tenure, the equity IRR f

or

the project works out to be 7.92% which

is below than the benchmark.

Ministry of new and renewable energy
sources, government of India offers two

types of incentives for wind power
projects, project activity can claim any

one out of these two:

a) 80% accelerated depreciation under

the Income Tax Act.

b) Generation based incentives (GBI)
0.5 INR/KkWh with cap of 6.2 Million
INR/MW of installed capacity. This 6.

Million INR/MW can be claimed in a

period not less than 4 years and
maximum period of 10 years.

The project activity has applied f
generation based incentives and it V
been verified by DNV that projeq
proponent can avail only under o
scheme as project proponent have
intimate first to Ministry about th
option opted and ministry hay
procedure in place to track that proj
can avail benefit under one sche
only.

DNV has verified from the income ta
act that the Depreciation rate (based
written down value) applied is inlin

of

1%}

e
pCt
me

X
on
e

with Income Tax Act 1961 of India.
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Corrective action and/ or clarification Reference | Response by project participants Validation conclusion
requests to Table 2

OK Accepted.

CAR 3 Closed.
CAR 4 a. The sensitivity analysis has begecrease in capital cost:the total
PP has carried out sensitivity analysis|to B.5.23 performed at the actual tarigp))roject cost considered in detailed
analyse the effect of £+ 10% variation |in B.5.24 rate and been added in the PDDproject  report was based on the
electricity generation, debt equity ratlo, g5 o5 budgetary offer received from Enercpbn
capital cost and O&M cost of the project. B.5 .33 b. The sensitivity analysis is(India) Limited dated 20 November

PP is requested to conduct extended to the point at whig 120009. H_owever_the total project cost for
a. sensitivity analysis for the tariff the equity IRR crosses thdNe project activity was verified to he
considered benchmark cost of equity. Tt é)nly_ 2816 million INR and has been
justification of the reasonable/erified by DNV from the actugl
variation that can be unexpecteB“rChase order placed to Enercon India

is also included in the PDD. Limited dated 5 December 2009. Even
;[iclli(l:irr]]ooéhﬁf tht;(ters)ceri]rr:;ag::hie?/g% netzs after considering the actual project cost,

-~ ~ the equity IRR for the project works out
to be indicated. to be 10.03% which is still below than
the benchmark. With a decrease |in
investment cost by 25.9% (from the cpst
considered in DPR, available at the time
of investment decision) the equity IRR
becomes 16.85% thus exceeds [the
benchmark. However in DNV’s opinign
a decrease of 25.9% in project cost is
unrealistic as the purchase order| is
already placed; hence any decrease in
project cost is not realistic.

b. The sensitivity analysis needs to |be
performed in the parameters till they

Increase in electricity tariff: The

CDM Validation Protocol — Report No. 2010-9338, rév.0 A-43



DET NORSKE VERITAS

Corrective action and/ or clarification Reference Response by project participants

Validation conclusion

requests to Table 2

electricity tariff considered in detaile
project report was based on the GE
draft tariff regulation of 17 June 200
applicable at the time of investme
decision. However DNV has verifig
from the actual power purcha
agreement signed dated 10 June 201
July 2010 respectively and 06 Janu
2011 and recent sales invoices raise
state electricity board that the applica
tariff rate for the project activity is 3.5
INR/KWh without any escalation and
fixed for 20 years. This was based
the GERC final tariff order dated 3
January 2010. Even after consider
the electricity tariff of 3.56 INR/KWH
the equity IRR for the project works o
to be 8.14% which is still below tha
the benchmark. With an increase
38% in electricity tariff the equity IRF
becomes 16.85% thus exceeds
benchmark. However in DNV’s opinig
an increase of 38% in electricity tariff
highly unlikely as the power purcha]
agreement for the project activity
already signed for the project and f{
tariff is fixed for 20 years without an
escalation.

Increase in plant load factor: With an
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Corrective action and/ or clarification Reference Response by project participants

Validation conclusion

requests to Table 2

increase in generation by 37.1%

35.25% PLF) the equity IRR becom
16.86% and thus exceeds f
benchmark. The PLF of 25.71
considered in the financial analysis
based on the electricity generati
estimates for the project activi
provided by an independent third pal
(entre for Wind Energy Technolog
report for Enercon India Limited mal
WEGs (E-53, 800 kW) dated 16 Ap
2010.

Enercon India Limited, supplier (
WEGSs has only provided the generat
guarantee based on the 25.4% PLF in
budgetary offer dated 20 Novemi

2009. Moreover the Gujarat Electricity

Regulatory Commission (GERC) h
considered an average PLF of 23%

its final tariff order dated 30 January

2010 for the purposes of tariff workin
Hence an increase of 37.1%
electricity generation to achieve a P
of 35.25% is highly unlikely.

Decrease in O&M cost:Even with no

O&M costs the equity IRR for the

project activity is 11.44%, which
lower than the benchmark return. Her

at
es
he
Do
S

Ly
rty
)
e
ril

i
on
1 its
er

as
in

g.
in
LF

S
nce

this parameter is not sensitive for the

project activity.
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Corrective action and/ or clarification Reference Response by project participants

requests to Table 2

Validation conclusion

Increase in debt equity Ratio:the debt
equity ratio of 70:30 considered
detailed project report was based on

GERC draft order on “Determination pf
the tariff for Procurement of Power by

Distribution Licensees from Win
Energy Generators and oth
commercial issues” dated 17 June 20
Even after considering the scenario
project activity could have bee
financed 100% from equity (7.85%)
100% loan (8.16%) the equity IRR fro
the project activity is below benchma
Hence this parameter is not sensitive
the project activity.

Loan tenure: The loan tenurg
considered in detailed project rep
was based on the GERC draft order
“Determination of the tariff fo
Procurement of Power by Distributic
Licensees  from  Wind Enerd
Generators and other commerg
issues” dated 17 June 2009. Howe
the actual loan tenure was found to
12 years and has been verified by DI
from the loan agreement signed w
IDFC dated 30 April 2010. Even aft
considering the actual loan tenure,
equity IRR for the project works out

in
the

d
er
09.
of
N
or
m

n
y
ial
ver
be
NV
ith

er
the
(0]

be 7.92% which is below than tl

ne
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Reference Validation conclusion

to Table 2

Corrective action and/ or clarification
requests

Response by project participants

benchmark. Hence this parameter is
sensitive for the project activity.

Hence the project activity is financial

CDM.
OK Accepted.
CAR 4 closed.

not viable without the benefits from

not

y

CAR5 The PP will be keeping and monitoringhe responsibility of overall project
The QA/QC procedures indicated in Annex 4 B.7.9 the data for electricity generation ant_na_nagement lies with Enercon (Indja)
need to be further formalized by including the calibration  reports post projectimited (O &M contractor for the

role of PP and the requirements of CDM. implementation. Enercon (Indiaproject activity). The main and check

Limited will be the O&M contracto
who will be having the responsibili
for activities such as maintainin
electricity generation record
calibration records and maintenance
the WEGs (Wind Energy Generator,
The QA/QC procedures have be
revised to detail the responsibility of t
PP and Enercon in respect of d
archiving, internal audits an

procedures to address data uncertajntfficials of State Electricity Board. Th

in Section B.7.2 and annex 4 of t
PDD.

r meters at the uploading station are {
yway meters with an accuracy class
@.2% and are in custody of Stg
sElectricity Board. The readings in the
ofeters are taken by State Electrig
sBoard officials and used for billin
gourposes and will be used f
nealculation for the emission reductio
afeom the project activity. These mete
dare annually tested and calibrated

heonthly electricity sales receipts w
also be archived until 2 years after |
crediting period to facilitate cros
checking during the crediting period.
OK Accepted.

CAR 5 Closed.

WO

ite
Se

ity
or

M'S
by

Il
he
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Corrective action and/ or clarification

Reference
to Table 2

Response by project participants

Validation conclusion

requests

CL1

PP is requested to:

a. Include the chronology of prig
consideration of CDM events in the PD

b. Provide original Minutes of Meeting ¢
the board meeting held on 28 Novem
2009.

i
ber

B.5.5
B.5.33

a. The chronology of prio
consideration of CDM events
included in the PDD an
evidence for the same has be
provided to DoE for verification

b. The original Board Resolutio
was shown to DOE during th
visit to corporate office.

The starting date of the project activ

2009, which is the date of purchag

pmaintained by the WEG supplier a
gany civil work or transmission netwo
can only be started after the placem
of purchase order project for the wi
turbines. Hence the start date defin
for the project activity is appropria
and in line with the EB guidance ¢
start date of project activity /35/.

Since the start date of the proje
activity is after 2 August 2008, th
project proponent through an em
communication has notified the DNA
India on 11 March 2010 and UNFC(
secretariat on 7 April 2010, regardi
the commencement of the CDM proj¢
activity. On 15 March 2010 proje
proponent had received th
acknowledgement of email from DN
of India and on 12 May 2010 hg
received the acknowledgement of en
from UNFCCC secretariat (within s
months of the project start date as
the EB guidance). DNV has als

dorder placed to Enercon India Limited
xdar the wind turbines of the project
.activity. The wind farm is operated and

ty

rhas been identified as 5 December

se

nd
'k
ent
nd
ned
e
DN

bet
e

ail
Of

C
g
bct
Ct
ne
A
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evidenced the CDM consideration frg
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Reference Validation conclusion

to Table 2

Response by project participants

Corrective action and/ or clarification

requests

2009 for the project activity, which

activity which clearly states

on a stand alone basis by sale

activity could be mitigated throug
Clean Development Mechanism

reductions and the project could still
a viable investment if the benefits
CDM can be availed”. CDM wa
therefore found to be serious
considered in the decision to proce
with the project activity.

considered as suitable indicator to evall
the financial viability for the project activit
as 70% of the project cost is funded throt
loan and without which investment in t
project activity would have not been made

ate
y
igh
he

by

for financing power projects. Howev
in order to attain loan from financi
institution project proponent have

commit at least 30% of the project c(

cfThe  project activity
apeneration based on wind energy wh

and the commitment of proje

proponent is subject to its expecte@vailable data sources. The finang

cshould thus be based on publi
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electricity and the director informed the
board that the risk posed to the project

UNFCCC, which provides additional
revenue stream to clean energy projects
through the sale of certified emissipn
be

is electricity

the board approval of date 28 November

S

before the starting date of the project
that
“project would not be financially viablg

of

h
of

of
S
ly
ed

OK Accepted.

CL 1 Closed.
CL2 Clause 5.3(b) of the Tariff PolicyThe benchmark selected for the project
PP is requested to justfy why B.5.11 |notified by the Government of Indjaactivity is as per the CDM EB guidance
expected/required return on equity |is g.533 |Stipulates a debt-equity ratio of 70:36n assessment of investment analysis.

ich

teould be developed by an entity other
pghan project participant. The benchmark

Cly
ial
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Corrective action and/ or clarification

Reference

Response by project participants

Validation conclusion

requests
the PP.

PP is also requested to justify the suitabi
and conservativeness of beta val
considered to calculate expected return
equity and same need to be incorporate
the PDD.

to Table 2

lity
es
on
] in

return of its 30% equity. Since thendicator applied for the project activity

project proponent is an equity inves
in the project. The decision to invest
not to invest is based on the retu
generated by the equity investme
represented by the post tax Equity IR
As per Para 12 of the Guidance
Investment Analysis states that requi
returns on equity is

as equity IRR and the benchmark used
dor the project activity is required rate

ed return on equity for the project has
nbeen calculated using the Capital Asset
RPricing Model (CAPM). As per CAPM,

tine required return on equity investment
radl the return of a risk-free security plus

appropriatdeta times the difference between the

benchmark for Equity IRR. Thereforenarket return and the risk-free return.

the cost of equity
appropriate  benchmark. According

is consideredhe Government Securities have been

vtaken to represent the risk free return.

the post tax Equity IRR has begS8tock index has been used to represent

considered as the relevant finand
indicator for Investment Analysis.
Moreover the CDM

ithe market return.
specific beta value

Power Industry
is applied

revenues wasepresent the market returns relevant to

decisive factor to go ahead with ththe risk of the project activity sectar.

project can also be loan sanction le

from the bank in which bank has alsappropriateness of

considered the CDM processing fessopted has been verified and accepted

while granting the loan for the project.

Beta values are representative
volatility of the stock over the mark
index. We have considered maj
players that are active in power secto
India. The values are directly deriv
from the third party data sour
(Bloomberg). The average of the bg
returns of the power stocks

~Centre for Financial Management a
gx professor of finance at IIM-
- Bangalore). The key parameters of
»§&APM model have been calculated
~dollows:

sta *© An average government bond
is rate (risk free rate) applicable
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Reference
to Table 2

Corrective action and/ or clarification
requests

Response by project participants Validation conclusion

the time of investment decisiqg
(in November 2009) for long
term investment (for 20 year
has been considered.
project participant has sourc
Therefore we have considered the this value (R = 7.98% for the
average beta that will be reflective |of period from June 2009
the volatility of the power stocks vis-a- September 2009) from the
vis market index. The same have been monthly bulletin on government
incorporated in the PDD. securities market published by
Reserve Bank of India. Reserve
Bank of India is the central
controlling bank and its database
is an official source of
information in India. DNV
accepted this value as it has been
sourced directly from the RBI
report and was latest at the time
of investment decision. DNV
has further cross checked
historical value for average risk
free rates in India for the 5 years
preceding the project investment
decision confirming that the
chosen value is reasonable.

veta® Market return (R = 15.55%) of

works out to be 2.13 which is less than Compound Accumulate
the average raw beta of 1.17. Hence|the ~ Growth Rate (CAGR): In Indis
use of average raw beta is conservative ~ the market retum can bhe
and appropriate. Calculations for the calculated from the following

As per principles of corporate finance

require that Beta need to be adjusted to
reflect the change in financing mijx

between the project and the listed power
companies. However, since the power
company’s equity ratios are lower th
that of the project activity, an

a higher beta value and higher
benchmark.

Ll ®N
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Corrective action and/ or clarification Reference | Response by project participants Validation conclusion

requests to Table 2
same are included in reviséd available indices: (i) BSE-
Benchmark analysis sheet submitted to Sensex, (i) BSE-200 and (ii})
DoE. BSE-500 (iv) BSE 100. Henge

the project proponent has
calculated the market return
from all these indices from the
start date of the indices till date
of investment and the minimum
market return indices has been
used for the market retufn
calculation.  The  minimum
market return was offered by
BSE 200 (15.5%) and hence
conservatively same has been
applied for the benchmark
calculation.
e The average raw equity beta
value of 1.17 (coefficient
reflecting the volatility of the
stock relative to the market) |s
calculated or the period of five
year (31 October 2004 to 25
October 2009) using BSE index
of the market portfolio for the
companies in the power sector
that were listed at the time of
decision making: Tata Power
(1.029), CESC limited (1.105),
Reliance Energy (1.569),
Gujarat Industries (0.961) and
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Corrective action and/ or clarification Reference

Response by project participants

Validation conclusion

requests to Table 2

Energy Development (1.187

These values were sourced from

Bloomberg web site an

screenshots of the same are

provided in Appendix 3 of PDD,

The time period of five yeg
considered for equity beta val

calculation is justified as pe

Credit Rating Informatior
Services of India limiteg

(CRISIL) recommendations to

CERC and it was recommend
by financial experts in the repg
that, for such economies, and 1
companies whose capit
structure and operatin
environment has been changif
the time period over whic
equity beta is calculated shou
be small, as in case of pow
sector in India which wern
significant restructuring afte
electricity act 2003. This ensur
that the risk profile of the
company vis-a-vis the market
relatively stable over the ter
over which equity beta is beirn
calculated.
Though the principles @

|
)
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rt

or
al

g
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h
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t

=

S

v
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corporate finance require th
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Corrective action and/ or clarification
requests

Reference
to Table 2

Response by project participants

Validation conclusion

mix between the project and t
listed power companie
However, since the debt equ

listed at the stock exchang
were
project activity, any adjustme

DNV has accepted the use
average raw equity beta val

values.
Based on Capital Asset Pricing Moc
expected cost of equity works out to

and was found to be correct.
OK Accepted
CL 2 Closed.

CL3

PP is requested to justify why working cap
is not added back in last year of operatior
the financial analysis sheet.

tal B.5.15
1in B.5.33

The PP has envisaged no loan
working capital hence all the workir
capital amount is considered as mar
money, in the cash flow statement f
final year cash outflow in ‘increag

dnhas been verified from the investme
analysis spreadsheet that PP has
goonsidered any loan for working capi
heend hence the working capital has bg

eonsidered in investment analysis
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ratios of the power company(s

lower than that of the

higher equity beta value (2.1
which in turn will result in
higher benchmark (24.11%j),

equity Beta need to be adjusted
to reflect the change in financing

e

D.
ty
es

nt

on account of change in debt
equity ratio will result in a

B)

of
e

instead of adjusted equity beta

el
be

16.84%. The expected cost of equity
calculation has been verified by DNV

ant
not
tal
ben
as
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Corrective action and/ or clarification Reference | Response by project participants Validation conclusion

requests to Table 2
decrease in currents assets’ is negdtiveargin money and same has been added
which reflects that working capital jsack in last year of operation.
added back in the final year POK Accepted
computation. CL 3 Closed.
CL4 The replies are as follows: The plant load factor provided in the
PP is requested to address the following: B.5.16 detailed project report is 25.40%, which
a. The PLF value provided C-WET report|is B.5.17 a. The value of PLF estimated yvas based on the Electricity generatjon
not consistent with the values used|in B.5.33 C-WET is 25.71% for theguarantee provided in budgetary offer
investment analysis and PDD. The project activity; however we hadeceived from Enercon (India) Limited
inconsistency in the values used for the initially assumed an additionadated 20 November 2009.
PLF need to be clarified. 3% transmission loss betweeRiowever the investment analysis |is
b. The C-WET report on PLF is based on|74 WEG’s and Enercon substatipgonducted based on the plant load fagtor
number of WEGS for the project activity which had reduced the value [obf 25.71% as provided in independént
where as the number of WEGSs for the effective PLF to 24.94%. Thisthird party generation estimation repart,
project activity as per the PDD is only 64. value was considered in therepared by Centre for Wind Energy
DNV confirms the number of WEGs for financial analysis. However, weTechnology (an autonomous reseafch
the project activity by referring the PO have now assumed the actual hghd development institution under
placed by the PP and the DPR. PR is value as mentioned in theMinistry of New and Renewable
requested to provide clarification on this CWET report i.e. 25.71%. ThisEnergy). This is inline with Para 3 (b)
regard. is more conservative. of UNFCCC guidelines for the
c. PP is requested to justify the suitability|of reporting and validation of plant load
the  PLF value considered for the b. Primarily 74 locations have beg¢factors version 01 “plant load factopr
investment analysis based on the RLF identified, out of which 64 determined by a third party (engineering
study conducted by C-WET, as the [C- would be finally selected duringcOmpany) contracted by the project
WET study was conducted for Samana the commissioning of theParticipants”.
in Jamnagar district, Gujarat, where as the project. The reason fgrPNV has accepted the application |of
project activity is located both in identifying 74 locations is thePlant load factor of 25.71% as provided
Jamnagar and Rajkot districts, Gujarat. uncertain land mass at some|d#f independent third party generatipn
the locations which might beeStimation report as
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Corrective action and/ or clarification
requests

Reference
to Table 2

Response by project participants

Validation conclusion

detrimental to foundation lyin
at those locations. Therefo
PLF estimation has been do

0

ra) Application of this value for

nemvestment analysis is mo

for the 74 locations; howeverconservative.

any variation in the PLF valu
due to finally selected 6
locations has been covered

considered in the financiz
analysis.

locations. The geographic
coordinates for these
locations have been mention

e
Ab) This is based on the generat

and development institution und

. We would like to submit thatMinistry of New and Renewable
CWET report is based on thénergy), inline with Para 3 (b) of
PLF estimated for specific 74UNFCCC guidelines for the reporting

alnd validation of plant load facto

T4version 01.
ed has been verified that the C-WET

in the CWET report, which canstudy was conducted based on the

be verified by the DOE.

The report is based on speci
location numbers and not (¢
districts hence the question
suitability of PLF report doe
not arises.

coordinates of the specific, the stu
fizvas conducted for 74 locations and

phas been verified from CWET report.

SThe final geo coordinates of the spec
locations has been cross checked

mentioned in the final PDD.
OK Accepted.
CL 4 Closed.

DNV from the geo coordinatgs

e

on

iBstimate provided by independent third
the sensitivity analysis of 10%party Centre for Wind Energy
alTechnology (an autonomous research

er

Is

geo

dy
the

rgeo coordinates provided in the PDD

fic
by

CDM Validation Protocol — Report No. 2010-9338, r&v.0

A-56



DET NORSKE VERITAS

Corrective action and/ or clarification Reference | Response by project participants Validation conclusion

requests to Table 2

CL5 B.5.29 | A copy of Indian Wind Power Directoryln India, the regulatory environment for
Project Participant is requested is provide aB.5.30 2009 has been provided to DOE fdhe power sector _in gen_eral ar_1d
copy of the Indian Wind Power Directoly B.5.31 verification. renewable energy in partlcular_ is
20009. B.5 32 governed by the policies, regulations

and tariff orders implemented at the
state level, albeit derived from those by
the central government. The
geographical scope of common practi
analysis should be at the state level.

B.5.33

appropriate. All the wind power projedts
with capacity more than 15 MW size
(comparable size) in state of Gujarat
were considered for common practice
analysis, and it has been verified by
DNV from by DNV from wind powe
directory 2009, that in state of Gujarat
697.815 MW capacity is added by wind
power projects with capacity more than
15 MW size (comparable size) and this
entire 697.815 MW capacity is under
CDM pipeline and has been verified py
DNV from the wind power director
2009. A list of these projects with CD
links has been included in section B.5 of
the PDD and same has been verified by
DNV.

In conclusion, it is DNV’s opinion that

CDM Validation Protocol — Report No. 2010-9338, rév.0 A-57



DET NORSKE VERITAS

Reference Validation conclusion

to Table 2

Corrective action and/ or clarification
requests

Response by project participants

it has been correctly demonstrated that
the project activity does not represent a
common practice and thus the emission
reductions achieved by the project are
additional to any would happen |n
absence of the project.

OK Accepted.
CL 5 Closed.

CL®6

PP is requested to justify how the curr
monitoring arrangement defined in the PI
meets the requirement of the applied vers

ent B.7.1
PD B.7.2

ionp 73
of

The apportioning procedure for t
project activity is done based on t
following meters:

The net electricity generated will be
'@alculated from the readings of expprt
hgnd import indicated by the majin
GETCO meter (also known as revenue

of method_ol_ogy, which.requires Quantity B.7.4 meter) at the Sadodar substatjon
net electricity generation _supphed by the B75 ) Meters at VCB metering yards pfmaintained by Enercon (India) Limitef.
project plant/unit to the grid in year need tojbe °-': #@uring the interview it was found that

monitored, whereas the current arrangennent|3-7-6

mentioned in the PDD calculates 1
electricity based on the apportioning
electricity recorded by the common me
(meter to which machines of other invest
are also connected).

PP is also requested to explain the detg

et B.7.7

of B.7.8
ter
ors

iled

procedures of apportioning in Annex 4 of the

PDD.

various project owners connected
substation of Enercon

i) Meter at Enercon substatig
catering to all the machines of t

project activity and other proje 1

developers.

The meter reading at the VCB meteri
yard and the Enercon substation
directly monitored and hence t

apportioning of the electricity is baseg,

wind turbines installed by the project
proponent and wind turbines installed
Py other project owners will also be
onnected to the same main meter.
the WEGs of a single
“customer (VIPCPL in this case) dre
divided into clusters and each cluster
has dedicated metering system.
"Sifferent clusters are connected
Affifferent Vacuum Circuit Breaker
'etering yards (VCB) which ultimately

hE
_However

“Yead to the shared main GETCO meter

on the meter readings that are direct{gdso known as revenue meter) at the
measured. Sadodar substation maintained |by
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Corrective action and/ or clarification Reference | Response by project participants Validation conclusion

requests to Table 2

The apportioning procedure is detailednercon (India) Limited. The meter
in the section B.7.2 of the PDD. reading at these metering points will be
taken jointly by the representatives |of
Enercon and GETCO in the form [of
Joint Meter Reading and Gujarat
Electricity Development Authorit
(GEDA) will apportion the net
electricity supplied to the grid at the
Enercon substation to all the project
owners after adjusting the transmissjon
losses to the meter readings taken at
dedicated cluster meters of different
project owners. Based on which
GETCO will issue a share certificate |to
each project owner for net electricity
exported to the grid and each project
owner raises sales invoices to the state
electricity board based on the net
electricity figures provided in the share
certificates. Hence net electricity
generation figures provided in the share
certificate will be used for emissian
reduction calculation and same will pe

cross checked against the sales invojces
raised to SEB. The procedures for

metering defined above are inline with
the provisions of the power purchase
agreement.

OK Accepted.
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Corrective action and/ or clarification

Reference
to Table 2

Response by project participants

Validation conclusion

requests

CAR 6 Closed.

CL7
PP is requested to address the following:
a. The land used for the project activity is a

Wild Life Protection Act 1972 is nqt
applicable and EIA is not required for the
project activity.
b. MoEF clearance for the project activity
has been provided in the name of Vjsh
wind Infrastructure Limited. PP s
requested to provide clarification on this
regard.

D.1.1
D.1.2

forest land and PP needs to clarify that{the p.1.4

. PP has received the stage

forest clearance, which is tf
overall approval given b
Ministry of Environment ang
Forest (MoEF) against the forg
land used for the project activit
As per the regulations, no oth
provisions like Wild life
Protection Act 1972 are requiré
further for the project activity.

As per the EIA notificatiorn
issued by  Ministry  of
Environment and Forest dat
27 January 1994 SO60 (E) a
14 September 2006 SO1533(H
Environment Impact Assessme
is not mandatory for Win
Energy Projects. The same Hh
been confirmed by MoEF vid
their letter dated 20 Novemb
1997. These documents ha
been provided to DOE fq
reference. This implies thg
Environment Impact Assessme
(EIA) is not applicable for th

It has been verified by DNV that th
project activity has already receiv
wotage Il forest clearance, which t
yoverall approval is given by Ministry
| Environment and Forest (MoEF) agai
dhe forest land used for the proje
yactivity.

ehs per the regulations, no oth
provisions like Wild life Protection Ag
2d 972 are required further for the projé
activity. It has been verified by DN
that the project activity does not fz
under wild life or bird statuary area.
2t has been verified by DNV that as p
nEIA notification issued by Ministry o
FEnvironment and Forest dated™8ep
M006 SO1533 (E), Environment Impa
j Assessment is not mandatory for Wi
d&snergy Projects.

€lt has been verified by DNV from th
elndertaking submitted to Ministry ¢
VEnvironment and Forest (DNA of Indi
by Vish Wind Infrastructure Limited
Athat all the formalities to ensure trans
nif lease pertaining to “Vaayu Ind
epower project in Gujarat” in favor @

project activity'.

VIPCPL will be completed as p¢

e
ed
he

f
nst
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t
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Corrective action and/ or clarification Reference | Response by project participants Validation conclusion

requests to Table 2

prevailing norms.

b. Vish Wind Infrastructure The transfer of lease pertaining |to
Limited has acquired land qrfVaayu India power project in Gujarat
behalf of the PP. The land wijlin favor of VIPCPL will be cross
subsequently be subchecked during the first verification for
leased/transferred in the name| tfie project; Hence a forward actipn
VIPCPL by Vish Wind as perrequest has been raised (refer FAR 1).
the due procedures. An
undertaking by Vish wind in thisok Accepted.
regard has been provided to the| 7 cjosed.
DOE.

CL S8 The translated version of the invitation

PP is requested to provide the translated E.1.1 | The translated version of papepublished in the local newspaper and
version of the invitation published in the lo¢al E.1.2 advertisement and personal invitatigrigersonal invitations has been verified by

newspaper and personal invitations which |are has been provided to DOE fpPNV.
in the local (Gujarati) language. verification. OK Accepted.
CL 8 Closed.

CDM Validation Protocol — Report No. 2010-9338, rév.0 A-61



DET NORSKE VERITAS

Table 4 Forward action requests

Forward action request Reference Response by project participants

to Table 2
FAR 1 D.1.4 The transfer of land lease pertaining to “Vaayuidnpower project in Gujarat”
It has been verified that the Ministry pf project in favor of VIPCPL will be submitted to Dattiring first verification.

Environment and Forest clearance for the
project activity has been provided in the ngme
of Vish Wind Infrastructure Limited and |a
clarified has been raised in this regard (refer
CL 7 raised). In response to the clarificat
requested project proponent submitted | an
undertaking submitted by Vish Wind
Infrastructure  Limited to Ministry of
Environment and Forest (DNA of India), that
all the formalities to ensure transfer of lease
pertaining to “Vaayu India power project |in
Gujarat” in favor of VIPCPL will be
completed as per prevailing norms.
Hence the transfer of land lease pertaining to
“Vaayu India power project in Gujarat”
project in favor of VIPCPL need to be cragss
checked during the first verification for the
project activity.

- 000 -
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APPENDIX B

CURRICULA VITAE OF THE VALIDATION TEAM MEMBERS
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Thamizharas Kaliaperumal

Holds a Bachelor Degree in Chemical Engineering, Iss an overall experience of around
five years in Chemical /Petrochemical processindustries and CDM Consultancy

altogether. Her main areas of work include Proauctsupport, Process trouble shooting
(Technical Services), Energy Management (EnCon Nreas Energy Audits, CDM projects),

Project feasibility studies, Management Information  System.

She has completed ISO 14001:2004 - Environmentalagament System Auditor / Lead
Auditor Program, certified by IRCA.

She has been trained in various CDM Validation ¥edfication project activities.

Murali Govindarajulu

Holds a Bachelor's Degree in Chemical Engineering Aas done a Short term diploma
course in Management. Having an overall experi@ficggound eleven years. Prior to joining
DNV having around seven years experience in Chdmgracess industry covering
production, energy efficiency improvement and emept design erection and
commissioning. His experience also covers the giadfl environmental management and
resource conservation including identification t€mative fuels. He has also been actively
involved in implementation of Management Systenthsas ISO 140001 and OHSAS 18001
standards in chemical process industry for more nthathree years.

He has experience of around 4 years in validatimh\eerification of numerous CDM projects
in DNV, both in India & abroad. His qualificatiomdustrial experience and experience in
CDM demonstrate his sufficient sectoral competeincenergy generation from renewable
energy sources.
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Gaurav Srivastava

Gaurav Srivastava, CDM Validator/Verifier, DNV Baigre, India holds a Master's Degree
in Energy Systems. His educational qualificationvess the fields of sustainable
development, power plant technology, renewablegn&chnology, performance of thermal
& electrical utilities and project financing. He shacompleted ISO 14001:2004 -
Environmental Management System Auditor / Lead fardProgram, certified by IRCA.

He has received extensive training in the CDM \aliwh and verification process and has
performed validation & verification of several CDplojects both India & abroad.

He has experience of around 3 and half years idatédn and verification of numerous CDM
projects in DNV, both in India & abroad. His qualdtion, training and experience in CDM
demonstrate his sufficient sectoral competencengrgy generation from renewable energy
sources.

Kannan Parthasarathy

Handled Various projects on Wind Turbine requiretaesince 1993 onwards as on date in

DNV. This includes the following:

* Wind Turbine Generator - various inspection andguots Covering WTG capacity
250KW to 1.5MW and various manufacturer (Various/ees provided to different
manufacturer - Vestas RRB/AWT/NEG Micon/Vestas/Rein Wincon/Poineer
Asia/Gamesa/Suzlan/GE/Siva Electric/Wind Win etc)

* Vendor inspection of various items and componesessments. Castings Hub &
Extender/ Tower/ Nacelle/ Gear box/Generator/Farghaft/Yawing system etc

» safety Testing of Over speed machine and Breakisgs

» Installation Commissioning of Machines and Powerveuat specific site studies.
Analysis of Plant Load factor (PLF) - actual Vsrglaapacity

» Design services and Co-ordination with DNV Prineiplenmark Office.

« CWET Centre for Wind Energy Testing - providinghaical support in establishing
the system & procedures. Also Wind Monitoring Mansttallation and assessments at
CWET Testing Location.

* Wind Turbine Array arrangement and studies; Coretliddicro-siting studies (Wind)
and arrive at power curve (Theoretical) requirement

» Type testing of 1 MW Gear Box and Generator andufeturing assessments.

* Management System Certificate audits (Experiencabaive also performed during
the work at NEPC-Micon)
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Tang Zhiang

Mr. Tang Zhiang, Walter holds a Bachelor Degreelirermodynamic Engineering and a
Master Degree in Business Administration. Havingoaerall experience of around twelve
years. Prior to joining DNV, having around 5 yeirshe field of power industry covering of
consulting and engineering for thermal power, wpwver, hydropower and solar energy
projects. His experience also covers the fieldpaice industry for thermal design, the energy
analysis and thermal control for about 4 years.

He has gained the relevant financial and investrkeatwledge through his courses in MBA.
He has applied his financial and investment knogdeoh his consulting work for the power
industry, such as investment risk analysis, finaih@ccounting, investment parameters
assessment, etc.

He has experience of more than 3 years in validagiod verification of numerous CDM,
VCS and GS projects in DNV both in China and abroad

His qualification, industrial experience and expade in CDM demonstrate his sufficient
sectoral competence in “Energy Generation from Reie Energy Sources”.



