VALIDATION REPORT

Enercon Wind Farm
(Hindustan) Ltd in Karnataka,
India

REPORTNO. 2007-1021

REVISION No. 03



DET NORSKE VERITAS i §

VALIDATION REPORT DNV

DET NORSKEVERITAS
Dare or TTSTISSUe PTOIECT NO. CERTIFICATION AS
2007-02-20 4607-1021 Veritasveien 1,
Approvea ny organisationar uni _ 1322 HOVIK oy
Mari Grooss Viddal DNV Certification, International Fax: +47 67 57 99 11
Eﬁgg[of Section Elirenna%tseghange Services NG 12 746 531 MVA
Enercon (India) Limited Mr. A. Raghavan

Project Name: Enercon Wind Farm (Hindustan) Ltd in Karnataka.

Country: India

Methodology: ACM0002

Version:06 (19 May 2006)

GHG reducing Measure/Technology:Wind based renewable energy power project
CER estimate: 148 858C0O2e per year

Size

X Large Scale

[ ] Small Scale

Validation Phases:

X] Desk Review

X Follow up interviews

<] Resolution of outstanding issues

Validation Status

<] Corrective Actions Requested

X Clarifications Requested

<] Full Approval and submission for registration

[ ] Rejected

In summary, it is DNV’s opinion that the proje@&nercon Wind Farm (Hindustan) Ltd
Karnatakain India, as described in the PDD of version 0%eda1 October 2008, meets
relevant UNFCCCrequirements for the CDM and all relevant host ¢ourriteria and
correctly applies théaseline and monitoring methodology ACMO0002 versiéh Hence
DNV requests the registration of tlgercon Wind Farm (Hindustan) Ltd in Karnatakg
India, project as a CDM project activity.

REDOIT NO. Date Qr nis ReV. NO Key woras:
2007-1021 24-10 -2008 03 Climate Change
Kyoto Protocol
Reportute idati
Enercon Wind Farm (Hindustan) Ltd in Validation .
Karnataka Clean Development Mechanism

VVOTK Carried out b
Ma-Paa-Puratchikkanal, Michael Lehmann [X] No distribution without permission

Gaurav Srivastava from the Client or responsible
VVOTK VETTITET DY ".'"'I'"'""*_"‘“.'" "
Chandrashekara Kumaraswamy [ ] Limited distribution

[ ] Unrestricted distribution




DET NORSKE VERITAS

VALIDATION REPORT

Abbreviations

BESCOM Bangalore Electricity Supply Company

BM Built margin

CEF Carbon Emission Factor

CEA Central Electricity Authority

CERC Central Electricity Regulatory Commission

CO, Carbon dioxide

COse Carbon dioxide equivalent

DNV Det Norske Veritas

EIL Enercon India Limited

GHG Greenhouse gas(es)

GWP Global Warming Potential

IPCC Intergovernmental Panel on Climate Change
IRR Internal Rate of Return

KERC Karnataka Electricity Regulatory Commission
KPTCL Karnataka Power Transmission Corporation Leahi
KREDL Karnataka Renewable Energy Development Lichite
MNES Ministry of Non-conventional Energy Sources
MP Monitoring Plan

MVP Monitoring and Verification Plan

NGO Non-governmental Organisation

ODA Official Development Assistance

OM Operating Margin

PDD Project Design Document

PPA Multi Stage Flash

PLF Plant Load Factor

RERC Rajasthan Electricity Regulatory Commission
UNFCCC United Nations Framework Convention for GlismChange
WEG Wind Energy Generator
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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has perfed a validation of the “Enercon Wind
Farm (Hindustan) Ltd in Karnataka” in India. The N@ation was performed on the basis of
UNFCCC criteria for the Clean Development Mechanema host country criteria, as well
as criteria given to provide for consistent projepierations, monitoring and reporting.

The review of the project design documentationthedsubsequent follow-up interviews have
provided DNV with sufficient evidence to deterntlmefulfillment of stated criteria. The host
country is India. No Annex | country has yet bedentified. India fulfils the participation
criteria and has approved the project and authatliiee project participants.

The DNA from India confirmed that the project atssia achieving sustainable development.
The project correctly applies ACM0002 “Consolidatédseline methodology for grid
connected electricity generation from renewablersesi’, version 06.

By generating electricity from wind sources, theoject results in reductions of CO2
emissions that are real, measurable and give l@ngitbenefits to the mitigation of climate
change. It is demonstrated that the project is aotikely baseline scenario. Emission
reductions attributable to the project are hencealiidnal to any that would occur in the
absence of the project activity.

The total emission reductions from the project easéimated to be on the average 148 858
tCO2e per year over the selected 10 year crediiegod. The emission reduction forecast
has been checked and it is deemed likely that tdteds amount is achieved given that the
underlying assumptions do not change.

Adequate training and monitoring procedures haverbenplemented.

In summary, it is DNV’s opinion that the “Enerconind/ Farm (Hindustan) Ltd in
Karnataka” in India, as described in the PDD of s&m 05 dated 01 October 2008, meets all
relevant UNFCCC requirement for the CDM and allesdnt host country criteria and
correctly applies the baseline and monitoring mdtflogy ACM0002, version 06. DNV thus
requests the registration of the project as a CDiglgxt activity.
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2 INTRODUCTION

Enercon (India) Limited (EIL) has commissioned DNV perform a validation of the
Enercon Wind Farm (Hindustan) Ltd in Karnatakaoject in India (hereafter called “the
project”). This report summarises the findings lué validation of the project, performed on
the basis of UNFCCC criteria for the CDM, as wallaiteria given to provide for consistent
project operations, monitoring and reporting. UNRKCCriteria refer to Article 12 of the
Kyoto Protocol, the CDM modalities and procedur@sg the subsequent decisions by the
CDM Executive Board. The report also incorporakesdorrections requested by EB36.

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 and host Party criteria are validated ineotid confirm that the project design, as
documented, is sound and reasonable and meetsdéméified criteria. Validation is a
requirement for all CDM projects and is seen asess@ry to provide assurance to
stakeholders of the quality of the project andintended generation of certified emission
reductions (CERS).

2.2 Scope

The validation scope is defined as an independahtohjective review of the project design
document (PDD). The PDD is reviewed against thega stated in Article 12 of the Kyoto
Protocol, the CDM modalities and procedures aseaie the Marrakech Accords and the
relevant decisions by the CDM Executive Board, udeig the approved baseline and
monitoring methodology ACMO0002, version 06. Theidafion team has, based on the
recommendations in the Validation and VerificatManual employed a risk-based approach,
focusing on the identification of significant risker project implementation and the
generation of CERs.

The validation is not meant to provide any conaglttowards the project participants.
However, stated requests for clarifications andfmrective actions may have provided input
for improvement of the project design.
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3 METHODOLOGY
The validation consists of the following three pd&s

a desk review of the project design documents
follow-up interviews with project stakeholders

the resolution of outstanding issues and tiseidgce of the final validation report and
opinion.

The following sections outline each step in moreitle

3.1 Desk Review of the Project Design Documentation

The following table outlines the documentation eswed during the validation:

11/

12/

13/

14/
15/
16/

17/

18/
19/

110/
111/

112/

113/

113a/
/13b/

114/

EIL CDM PDD: Enercon Wind Farm (Hindustan) Ltd irateataka, version 05, dated
01 October 2008 and its previous version

Ministry of Environment and Forest (DNA of i Letter of Approval dated 4 June
2007.

International Emission Trading Association (BT& the World Bank’s Prototype
Carbon Fund (PCF)alidation and Verification Manuahttp://www.vvmanual.info

EIL: Financial analysis EWFHL-DNV.xIs

EIL: Power Purchase Agreemenith BESCOM dated 1 March 2006

EIL: Land Lease Transfer Agreemenith J.N. Investments and Trading Company
Private Limited dated 11 September 2006

EIL: Land Lease Transfer Agreememith Logear Machines (India) Limited dated 15
November 2006

EIL: Sub-Lease dedd establish wind farm with KREDL dated 29 Decembd@d6

KPTCL: Commissioning certificatefor 86 machines in 3 phases dated 30 September
2006, 28 October 2006 and 28 December 2006.

EIL: Emission Reduction Purchase Agreement dated 7 Dere2005

Aditya Environmental Services Private LimitedRapid Environmental Impact
Assessment study for proposed wind farms in Tundistrict dated November 2006
ACMO0002: “Consolidated baseline methodology for grid-conmelct electricity
generation from renewable sourcesiersion 06, sectoral scope 01, dated 19 May
2006.

CDM Executive BoardTool for the demonstration and assessment of ahdility.
Version 02 of 28 November 2005

KERC: Tariff order dated 18 January 2005.

Central Electricity Regulatory Commissiodrder on determination of terms and
conditions of tariff, dated 16 January 2004.

Screen shots of Bloomberg data for Beta valB& data on government bond risk
rate, and BSE index.

Page 5

CDM Validation 2007-1021, rev.03



DET NORSKE VERITAS
Report No: 2007-102%ev. 03 i&

VALIDATION REPORT DR

<

3.2 Follow-up Interviews with Project Stakeholders
Identify any personnel who have been interviewatiarprovided additional information to
the presented documentation.

Date Name Organization Topic
/14/ 2007-01-03 Mr. Thyagarajan Enercon (India) + Commissioning of the
Limited project activity

» Stakeholder’'s
consultation process

* Energy meter recording
practices

» Barriers faced by the
project

/15/ 2007-01-03 Mr. Vivek Sen Enercon (India) « Start date of the project

Limited activity
e Emission reduction
calculations
» Additionality and barrier
analysis.
/16/ 2007-01-03 Mr. Ashok Enercon (India) » Monitoring and
Shinde Limited verification practices
* Training to the personnel
e Environmental and
community development
activities

3.3 Resolution of Outstanding Issues

The objective of this phase of the validation ig@solve any outstanding issues which need
be clarified prior toError! Reference source not found. Certification AS’s positive
conclusion on the project design. In order to emdtainsparency a validation protocol was
customised for the project. The protocol shows intransparent manner the criteria
(requirements), means of verification and the itesfiutbm validating the identified criteria.
The validation protocol serves the following purgsis

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

The validation protocol consists of three tablebe TWifferent columns in these tables are
described in the figure below. The completed vaidtaprotocol for theEnercon Wind Farm
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(Hindustan) Ltd in Karnatakée enclosed in Appendix A to this report.

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

) mistakes have been made with a direct influenceroject results;

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

i) there is a risk that the project would not be ateépps a CDM project or that
emission reductions will not be certified.

A request for clarification (CL) may be used whadglitional information is needed to fully
clarify an issue.

Upon the request of the EB, the PDD and the vatidateport have been updated to
demonstrate that even though both the project gndyelRR are higher than the cost of debt
the project activity could not be financed in aluseaf the CDM revenue.
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Validation Protocol Table 1: Mandatory Requirements for CDM Project Activities

Requirement

Reference

Conclusion

The requirements the
project must meet.

Gives reference to the This

legislation or
agreement where the
requirement is found,

is either acceptable based on evide
provided QOK), a Corrective Action Request
(CAR) of risk or non-compliance with stated

requirements or a request f@iarification (CL)
where further clarifications are needed.

Validation Protocol Table 2: Requirement checklist

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

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

Draft report clarifications
and corrective action
requests

Ref. to checklist
guestion in table 2

Summary of project
owner response

Validation conclusion

a CAR or a CL, these
should be listed in this
section.

If the conclusions from th
draft Validation are either

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

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

This section should summari

the validation team’s
responses and final

conclusions. The conclusions

should also be included in
Table 2, under “Final
Conclusion”.

nce

e

Figure 1 Validation protocol tables
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3.4 Internal Quality Control

The draft validation report including the initiabhdation findings underwent a technical
review before being submitted to the project pguéints. The final validation report
underwent another technical review before requgstgistration of the project activity. The
technical review was performed by a technical meeiequalified in accordance with DNV'’s
qualification scheme for CDM validation and verdimon.

Role/Qualification Last Name First Name Country
Team Leader/CDM Puratchikkanal Ma-Paa India
Validator
GHG Auditor Srivastava Gaurav India
(applicant)

Technical Reviewer Kumaraswamy Chandrashekara ia Ind
Sector Expert Lehmann Michael Oslo

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 thdofeing sections. The validation criteria
(requirements), the means of verification and teilts from validating the identified criteria
are documented in more detail in the validatiortqgurol in Appendix A.

The final validation findings relate to the projefesign as documented and described in the
revised and resubmitted project design documenmtatio

4.1 Participation Requirements:

The project participant is the private entity “Ecan (India) Limited” of India. The project is
proposed as a unilateral project and no Annex-inttguhas yet been identified. The host
country India has ratified the Kyoto Protocol andets all the requirements for participating
in a CDM project. The project does not involve dsren of any official development
assistance funds. The Ministry of Environment aondebts, the DNA of India has approved
the project vide letter of approval dated 4 Jun@722/, which also confirms that the project
assists in achieving sustainable development iralnd

4.2 Project Design

The wind farm of EIL has an installed capacity 8f & MW and the entire power generated is
being exported to the state grid maintained byhmataka Power Transmission Corporation
Limited (KPTCL) which is a part of southern regibekectricity grid.

The project activity involves installation of 86 &-48 type 800kW rated Wind Energy
Generators (WEGSs). These WEGs are manufacturelleds and maintained by EIL. The
salient features of the project include gearlesstraction, variable speed and pitch functions
and independent braking technology. The projecigdethus reflects good practice. The
WEGs are set-up at Chikkabyaladakere, Kanubeldlifidakere and Arasinagundi villages in
Chitradurga District and Dasudi, Nelenuru, Ganadanenhalli, Siddapura villages in
Tumkur district of Karnataka.

The power generated from the project is directly fe the state grid which is part of the
southern regional grid thereby replacing an eqemabmount of fossil fuel based power
generation. Therefore the project activity resuttsan equivalent amount of G@mission
reduction which otherwise would have resulted ffossil fuel combustion

The starting date of the project activity is 10 ®a2006 which is the date of placement of
purchase order. The lifetime of the project acyivid 20 years and this is considered as
reasonable. The project has selected a fixed angditeriod of 10 years starting from 15
October 2007.

The validation did not reveal any information tivadicates that the project can be seen as a
diversion of ODA.

4.3 Baseline Determination

The project selects the approved consolidated inasetiethodology ACM0002, version 6
dated 19 May 2006/12/. ACMO0002 is applicable todgtonnected renewable electricity
generation projects. Since the project involvesl gonnected renewable energy generation
from wind power, the methodology is applicablehe project activity.
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The discussion of the baseline selection has beee th a transparent manner. Electricity
generation by the existing grid connected powentgldave been selected as the baseline. The
emission reductions occurring are calculated frome tlectricity generation through
renewable sources, multiplied by the relevant eoms$actor of the selected grid. As the
project activity is feeding the generated poweth® Karnataka state grid, which is a part of
the southern regional grid; the baseline for thigjget activity is the generation mix of
southern regional grid. Baseline emission factorti@ southern regional grid is established
ex-antebased on approved methodology ACMO0002 using a coedbinargin approach.

EIL has used the operating margin (OM) and buildrgima (BM) data published in the
CEA'database, for calculating the baseline emissioorfa€he Central Electricity Authority,
Ministry of Power, Government of India has publidleedatabase of carbon dioxide emission
factors from the power sector in India based omibtkt authenticated information obtained
from all operating power stations in the countrijisTdatabase i.e. the CO2 baseline database
provides information about the OM and BM factorsabfthe regional electricity grids in

India. DNV confirms that the database is an offigiablication of the Government of India
for the purpose of CDM baselines and the OM in @A database is calculated ex ante
using the simple OM approach and the BM is caledlax ante based on 20% most recent
capacity additions in the grid based on net germgrats described in ACM0002. The average
of the OM for the three years 2002-03, 2003-04 aA04-05 has been determined and
verified to be 1.003 tCO2e/MWh and the BM to be2&@0O2e/MWh The weighted average
of the “operating margin” and the “build margin” esion coefficient for southern regional
grid of India has thus been determined to be 0@32e/MWh (fixed ex-ante). In the
determination of the combined margin the projecbppnent has opted for a weight
consideration of 75:25 as applicable to the windigroprojects.

4.4 Additionality

The project’'s additionality is demonstrated usifige t‘Tool for the demonstration and
assessment of additionality”, version 02/13/.

Step O:Preliminary screening based on the starting datbeoproject activity:

Since the project activity does not seek for rettiva credits, this step is not applicable to the
project activity. However, the project proponents harovided the Emission Reduction
Purchase Agreement dated 7 December 2005, whenellyenefits of CDM were considered
to offset the financial risks of the project andk@&he project viable as an investment option.

Step 1:

Sub-step 1a: Define alternatives to the project activity:

Three alternatives to the project activity haverbeensidered as the baseline scenario. These
are i) the project not undertaken as a CDM progetivity ii) Setting up of equivalent
capacity of fossil fuel or hydro power based plaatsli supply electricity to the Karnataka
grid and ii) continuation of current scenario witthéhe project activity.

Sub-step 1b: Enforcement of applicable laws and regulations

All the alternatives are in compliance with the $aand regulations of India.

Step 2:Investment analysis:
Sub-step 2a: Determine appropriate analysis method

! cOxBaseline Databashttp://cea.nic.in/planning/c%20and%20e/Governme@#420India%20website.htm
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To demonstrate the additionality of the project, Bave chosen Option Il — Benchmark
analysis.

Sub-step 2b: Benchmark analysis:

The benchmark chosen is the post tax return ont¥dfi 16% as per the Karnataka
Electricity Regulatory Commission order dated 18uday 2005 /13a/. This post tax return on
equity has been established by KERC on consideratio assumptions on capital cost,
operation cost, PLF, financing and taxation créefihis benchmark is deemed appropriate as
Central Electricity Regulatory Commission, the rlodavernment agency for electricity
generation, transmission and distribution actisitis the power sector in India, under the
Electricity Act 2003, and the Karnataka ElectricRegulatory Commission (KERC), both
have stipulated that a post tax equity return d¥léan be considered as appropriate for
Independent Power Producers (IPPs) /13a/ /13b/.

Sub-step 2c:Calculation and comparison of financial indicators

To demonstrate the additionality of the project,. BAve used the equity IRR as a basis to
assess the financial attractiveness of the prajetitity /4/. It has been demonstrated that the
equity IRR of the project activity without CDM rewees is 11.7% which is lower than the
benchmark equity IRR of 16% for independent powedpcers (IPP) as per KERC order. It
has been demonstrated that the equity IRR is lotwvan the benchmark, because the
benchmark equity IRR of 16% has been establishedKBBRC based on the capital cost
assumption of Rs. 42.5 million/MW whereas the prbapital cost of the project activity is
estimated at Rs. 47.4 million/MW. The IRR improved6.50 % with CDM revenues.

While the project proponents had considered a beadh of 16% (ROE benchmark
stipulated by the Central Electricity Regulatoryn@uission) at the time of taking decision on
the project activity, this benchmark was questiongdhe CDM Executive Board at its 20
meeting. Hence, the project participants have eelvithe benchmark by determining the
weighted average cost of capital (WACC) of the posectoras a whole as an estimates of
the cost of financing and required return on cap#king into consideration bankers views
and private equity sector investors/funds’ requiredirn on comparable projects. DNV has
validated the calculations of the power sector WA@Gvided in the annex-7 of the PDD,
calculated using the bank prime lending rate pienpat the time of project start as the cost
of debt and the cost of equity determined using Gagital Asset Pricing Model (CAPM)
considering Beta values of all power generating mames in India (listed at the time of the
investment). The WACC for the power secas a whole works out to 12.13%., and is still
higher than the project IRR of 8.55%. The calcoladi, assumptions and the sources of
various values have been validated by DNV.

DNV has also verified that the WACC considering ttual cost of debt for the project
activity (to demonstrate conservativeness) workst@0.89%, which is still higher than the
project IRR.

The fact that the return on equity investment fribra project activity was lower than the
average cost of equity at 18.7% based on averdgevhkies (using the CAPM model) of the
value of power generating companies at the timgrgject investment) also indicates that the
project activity would not have been invested/ficeoh even though the project/equity IRR of
Page 12
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the project activity was higher than the actuat obslebt. DNV has validated the calculations
and assumptions used in the calculation of the CAsPlll average cost of equity as given in
the annex 7 of the corrected PDD.

A sensitivity analysis has also been performed wi#6 change in PLF. With a 5% increase
in PLF, the equity IRR becomes 13.9%. This is &stow the chosen benchmark of equity
IRR of 16%.

The financial analysis and the benchmarks have lveeified by DNV and found to be
appropriate.

Outcome of Step 2: The equity IRR for the project activity is 11.7%hieh is well below the
bench mark equity IRR of 16%. The Step 2 is satisfi

Following the review of the request for registratiof the project at the &Ineeting of the
CDM Executive Board, and the decision 55(c) of saene meeting, as requested by EB, the
PDD and validation report have been corrected toahstrate that the project activity could
not be financed without considering CDM revenues.

DNV has verified through the letter provided by tleeding bank of the project activity

Punjab National Bank (attached as annex-5 of thB)RBat while the project/equity IRR of a

project activity needs to be higher than the cdstlebt, that alone is not a criteria for
sanctioning loans. The verified document from Plonjational Bank clearly states that
project activities need to meet the hurdle ratpr(gect IRR of at least 12% or equity IRR of
15%) and also the DSCR criteria of 1.5X to secaesl In comparison, the financial analysis
of the project activity indicates a project IRR&55% and equity IRR of 11.7%, far below
the benchmark return set by the financial inswutin order to secure loan for the project
activity. As the project activity has a 70% debtmgmnent, it would also not have been
feasible for the project proponent to invest inphaject activity without securing loan.

The fact that the Punjab National Bank had consl&DM revenues during the sanctioning
of the loan is also evident from the letter attacles annex-5 of the PDD. That CDM
revenues were decisive in going ahead with theepta@ctivity is also evident from the fact
that the project proponent had entered in to ansson reduction purchase agreement
(ERPA) on December 2005 /10/, which is earlier tleeam Disbursement date 17 April 2006,
and the start date of the project activity 10 Ma26b6.

The above stated facts clearly demonstrate thapribject activity could not be financed and
invested without CDM benefits even though the prognd equity IRR of the project activity
is higher than the interest rate applicable topttogect activity.

The above stated facts clearly thus in DNV’s opindemonstrate that the project activity
could not be financed and invested without CDM Miemeven though the project and equity
IRR of the project activity is higher than the &t rate applicable to the project activity.
Although the letters provided by Punjab NationahB#& dated 26 August 2008, respectively,
only, DNV has not found any reasons to question.

Step 3:Barrier analysis:
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Not chosen.

Step 4:Common practice analysis:

This has been demonstrated based on the factdhmrahe data from ‘CEA General Review
2006’ the energy generation by wind power plant amnataka state for the financial year
between 31 April 2004 to 31 March 05 was 485.57 GAd¥hagainst the total generation of
33523.92 GWh. This works out to be around 1.45% Garthot be considered as a common
practice scenario in the region. Moreover, it has deen demonstrated that as on 31 March
2005, out of the total 276 MW wind power projecpaeity established in Karnataka, 201
MW are already in the pipeline for CDM approvalapproved and more are following.

Step 5:Impact of CDM registration:

The CDM benefits increases the equity IRR of trggmt by 4.8% thus providing the project
the necessary financial back-up.

From the discussion above it can be concluded tti&tproject is not a business-as-usual
scenario and thus can be deemed additional to wutnatd otherwise have occurred.

4.5Monitoring
The monitoring methodology selected complies watuirements of ACM0002, version

6/12/.

4.5.1 Parameters determined ex-ante

The baseline carbon emission factor of the soutihegonal grid is determined from the
published data of CEA and is fixed ex-ante. Therajpgg margin (OM) has been calculated
from the emission data of 2002-03, 2003-04 and ZW®W4These are the three most recent
years for which the data is available from CEA. T has been determined and verified to
be 1.003 tCO2e/MWh and the BM to be 0.72 tCO2e/MViie BM has been considered for
the year 2004-05 as taken from the data publisietiddCEA (Central Electricity Authority).
DNV confirms that the BM value is taken from the £EO2 database and the sources are
verified and found appropriate. The weighted averaf the “operating margin” and the
“build margin” emission coefficient for southerngrenal grid of India has thus been
determined to be 0.932 tCO2e/MWh and fixedantefor the entire crediting period.

4.5.2 Parameters monitored ex-post
The net amount of electricity dispatched by the VBEGthe KPTCL grid will be monitored
continuously. DNV confirms the following:

* The metering system for the project activity cotssef one main and one check meter.
Both the meters are two-way trivector meters capablrecording import and export
of electricity and provide output in the form oftmdectricity supplied to the grid.

* The Net electricity supplied to the grid is recatd®y taking a Joint Meter Reading
(JMR) in the presence of Officials from off-takikgility and Enercon India Limited.
The Joint meter reading contains the value of gnamported and exported and the
net export to the grid during the recording peridldis Joint meter reading is certified
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by the Executive engineer of the utility and by Eo@ Officials. These certified
readings are then used by the Discom officialsrépare the tariff invoices.

* Thus the sole monitoring parameter for the progctivity is the net electricity
supplied to the grid as mentioned in the JMR, whigh be crosschecked with the
value mentioned in the invoices.

The net electricity exported to the grid will bgpoeted on a monthly basis and cross-checked
with the invoices raised to KPTCL. All data will lz@chived for 2 years after the crediting
period.

Since the project involves electricity generaticomni wind sources, no monitoring is required
for project emissions or leakages due to the ptajetivity.

4.5.3 Management system and quality assurance

The responsibility of overall project managemess lwith EIL. The project management
structure, authorities for reporting and qualitguance have been entrusted to a CDM team
with the decision making authority vested with Managing Director of EIL. The electricity
meters installed under the project activity are rappd by the KPTCL and deemed
appropriate. The meters will be calibrated at allegfrequency. All the main and the check
meters have been proposed to be tested for accatamgular intervals against 0.2 class
accuracy levels. The electricity generation reporisjoint meter reading are generated by
KPTCL and send to EIL on monthly basis. The mon#igctricity receipts from KPTCL will
also be archived until 2 years after the credipegod to facilitate cross-checking during the
crediting period.

4.6 Estimate of GHG Emissions

The project being a wind energy generation projbet,e are no project emissions or leakages
due to the project activity.

The calculation of the baseline emissions has lble@e in a transparent manner. Electricity
generation by the existing grid connected powentgldave been selected as the baseline. The
baseline emission factor has been calculated asnination of OM and BM emission
factors and it is fixed ex-ante, as reported uséetion 4.3 of this report.

The electricity displaced from the grid by the juaij activity has been based on actual
generation figures for the WEGS prior to the ciiediperiod. The actual generation data from
the project as obtained from the monthly generatietails provided by the KPTCL for a one
year period has been used to estimate the elégtgeneration from the project during the
crediting period.

The emission reductions from the project are real measurable. Provided the underlying
assumptions do not change, the project is likelsethuce 148 8580z e per year during its
10 years crediting period.

4.7 Environmental Impacts

The project does not require an environmental irnpaalysis as per the EIA notification of
the MoEF. However, a rapid EIA/11/ has been coretldiy EIL which has adequately
described the environmental impacts of the progect also assessed the feed back from the
local stakeholders. The project is not likely teate any adverse environmental effects. The
project complies with environmental regulationgndia.
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4.8 Comments by Local Stakeholders

The local stakeholders were invited for commentsugh notices in the local news paper
‘Vijaya Karnataka' dated 19 August 2006. Two megsirwere conducted on 2 September
2006 in the two villages Arsinagindi and Bukkapatibe stakeholders posed questions on
afforestation work carried out by EIL, impact orognd water, generation capacity of wind

mills, use of revenue land by EIL and provisiorbasic facilities to the villages.

EIL have addressed the queries that afforestatiank v& being carried out by EIL as per the

agreement with KREDL, and that the ground watersdogt get impacted because of wind

mills and have also ensured that no revenue labdirgy used by the project. The project did
not receive any negative comment.

4.9 Comments by Parties, Stakeholders and NGOs

The PDD of 15 November 2006 was made publicly aéél on DNV’s climate change
websitefttp://www.dnv.com/certification/climatechange/Rdjs/ProjectDetails.asp?Projectl
d=877) and Parties, stakeholders and NGOs weradhrthe CDM website invited to provide
comments during a 30 days period from 01 Decemio®6 20 30 December 2006. No
comments were received during this period.
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Table 1 Mandatory Requirements for Clean DevelopmearMechanism (CDM) Project Activities
Requirement Reference Conclusion

About Parties

1. The project shall assist Parties included in Ann@exachieving compliance with | Kyoto Protocol Art.12.2 OK
part of their emission reduction commitment under 3.

2. The project shall assist non-Annex | Parties intgbuating to the ultimate Kyoto Protocol Art.12.2. - CAR1
objective of the UNFCCC. OK

3. The project shall have the written approval of wbéuy participation from the Kyoto Protocol CAR 1
designated national authority of each Party invélve Art. 12.5a, OK

CDM Modalities and Procedures §840a

4. The project shall assist non-Annex | Parties ineghg sustainable developmentKyoto Protocol Art. 12.2, CAR1
and shall have obtained confirmation by the hoshtiy thereof. CDM Modalities and Procedures 840a OK

5. In case public funding from Parties included in Arn is used for the project Decision 17/CP.7, OK
activity, these Parties shall provide an affirmatibat such funding does not resulEDM Modalities and Procedures
in a diversion of official development assistannd & separate from and is not | Appendix B, § 2
counted towards the financial obligations of thEaeties.

6. Parties participating in the CDM shall designatetonal authority for the CDM. CDM Modalities aRdocedures 829 OK

7. The host Party and the participating Annex | Pahsll be a Party to the Kyoto | CDM Modalities §30/31a OK
Protocol.

8. The participating Annex | Party’s assigned amotnailshave been calculated andCDM Modalities and Procedures 831b OK
recorded.

9. The participating Annex | Party shall have in placeational system for CDM Modalities and Procedures 831b OK

estimating GHG emissions and a national registgcirordanceavith Kyoto
Protocol Article 5 and 7.

CDM Validation2007-1021, rev.03




DET NORSKE VERITAS

Requirement

Reference

Conclusion

About additionality

10.Reduction in GHG emissions shall be additionalrty @at would occur in the
absence of the project activity, i.e. a CDM progedivity is additional if
anthropogenic emissions of greenhouse gases bgesoare reduced below thos
that would have occurred in the absence of thestexgid CDM project activity.

Kyoto Protocol Art. 12.5c,
CDM Modalities and Procedures 843
e

OK

About forecast emission reductions and environmentampacts

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

Kyoto Protocol Art. 12.5b

OK

For large-scale projects only

12.Documentation on the analysis of the environmantphcts of the project
activity, including transboundary impacts, shalldodmitted, and, if those impac;
are considered significant by the project partiotpaor the Host Party, an
environmental impact assessment in accordanceprottedures as required by t
Host Party shall be carried out.

CDM Modalities and Procedures 837c
ts

he

OK

About stakeholder involvement

13.Comments by local stakeholders shall be invitesijramary of these provided ar
how due account was taken of any comments received.

1dCDM Modalities and Procedures 837b

OK

14. Parties, stakeholders and UNFCCC accredited NG@lslsve been invited to
comment on the validation requirements for minim@®days, and the project
design document and comments have been made gublizilable.

CDM Modalities and Procedures 840

OK

Other

15.The baseline and monitoring methodology shall leipusly approved by the
CDM Executive Board.

CDM Modalities and Procedures 837e

OK

er

16. A baseline shall be established on a project-sigdu#sis, in a transparent mann

CDM Modalities Rrocedures §845c,d

OK

CDM Validation2007-1021, rev.03
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Requirement Reference Conclusion

and taking into account relevant national and/otaal policies and
circumstances.

17.The baseline methodology shall exclude to earn JBRdecreases in activity | CDM Modalities and Procedures 847 OK
levels outside the project activity or due to foncajeure.

18.The project design document shall be in conformavitethe UNFCCC CDM- | CDM Modalities and Procedures OK
PDD format. Appendix B, EB Decision

19. Provisions for monitoring, verification and repadishall be in accordance with | CDM Modalities and Procedures 837f OK
the modalities described in the Marrakech Accordsralevant decisions of the
COP/MOP.
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Table 2 Requirements Checklist
CHECKLIST QUESTION Ref.  MoV* COMMENTS Sl Final
Concl. Concl.
A. General Description of Project Activity
The project design is assessed.
A.l. Project Boundaries
Project Boundaries are the limits and borders wiefy the
GHG emission reduction project.
A.1.1. Are the project’s spatial boundaries /1/ DR/l The project has installed 86 WEG machines OK
(geographical) clearly defined? 7/ of 800 kW rating in Tumkur and Chitradurga
18/ Districts of Ka_rnataka, India. The WEGS are
set-up at Chikkabyaladakere, Kanubehalli,
Elladakere and Arasinagundi villages in
Chitradurga District and Dasudi, Nelenuru,
Ganadu, Annenhalli, Siddapura villages in
Tumkur district.
The project sites need to be clearlyot=3
demarked.
The unique identification of each turbinegL s
needs to be provided in the PDD.
Please provide village-wise installed turb N&y g
details for verification.
A.1.2. Are the project’s system boundaries (component3g1/ @ DR/l | Yes, the project's system boundaries are OK
and facilities used to mitigate GHGS) clearly defined clearly. It includes the wind energy
defined? generators and the southern regianal
electricity grid to which the generated power
is dispatched.
A.2. Participation Requirements
Referring to Part A, Annex 1 and 2 of the PDD a# wze

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Concl CI::(I)T?;II
as the CDM glossary with respect to the terms Rarty
Letter of Approval, Authorization and Project
Participant.
A.2.1. Which Parties and project participants are /1/ DR/l The project participant is the private entity OK
participating in the project? “Enercon (India) Limited” of India. India is
the host country.
No Annex-l country has been identified as
yet.
It shall be clarified whether Enercon GmbH,
Germany, is a project participant? cL3
A.2.2. Have all involved Parties provided a valid and | /1/ DR @ The Ministry of Environment and Forests, the OK
complete letter of approval and have all 12/ DNA of India has approved the project.
private/public project participants been authorized The letter of approval is to be submitted t&AR—l
by an involved Party? the DNV.
A.2.3. Do a!l participating Parties fulfil the participati = /1/ DR  |ndia has ratified the Kyoto protocol on 26 OK
requirements as follows: August 2002. The Ministry of Environment
- Ratification of the Kyoto Protocol and Forests is the DNA of India.
- Voluntary participation
- Designated a National Authority
A.2.4. Potential public funding for the project from /1 DR/l No public funding from any Annex-1 OK

Parties in Annex | shall not be a diversion of
official development assistance.

countries is available for the project activity.

A.3. Technology to be employed

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Dratt | Final
oncl. . Concl.
Validation of project technology focuses on thegub
engineering, choice of technology and competence/
maintenance needs. The validator should ensure that
environmentally safe and sound technology and kimowis
used.
A.3.1. Does the project design engineering reflect /2/ DR/ The WEGs installed under the project has OK
current good practices? been designed and commissioned by Enercon
India Limited. EIL is reputed firm in the field
of wind energy. The salient features of the E-
48 models implemented under the project
activity include gearless constructicén,
variable speed and pitch functions and
independent braking technology. The project
design thus reflects good practice.
A.3.2. Does the project use state of the art technology o1/ DR/I The E-48 models used in the project are OK
would the technology result in a significantly likely to result in significantly better
better performance than any commonly used performance than the commonly used WEGs
technologies in the host country? in India.
A.3.3. Does the project make provisions for meeting = /1/ @ DR/I | The project will require some initial training cL 3 OK
training and maintenance needs? and maintenance efforts for proper operation.

The operation and maintenance of the WEGs

have been taken care by EIL. This ens
proper maintenance and operation of
WEGSs during the crediting period.

the

A.4. Contribution to Sustainable Development
The project’s contribution to sustainable developms

assessed.

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Dratt | Final
oncl. . Concl.
A.4.1. Has the host country confirmed that the project /1/ @ DR/l The Letter of Approval from the DNA ofcaR1 OK
assists it in achieving sustainable development? /oy, India is to be submitted to DNV.
A.4.2. Will the project create other environmental or = /17  DR/I The project will help to decrease the OK
social benefits than GHG emission reductions? dependence on fossil fuels for power
generation.
The project activity will create employment
opportunities during construction and also
operation phases.
B. Project Baseline
The validation of the project baseline establiswbether the
selected baseline methodology is appropriate anethdr the
selected baseline represents a likely baselineas®n
B.1. Baseline Methodology
It is assessed whether the project applies an gpjate
baseline methodology.
B.1.1. Does the project apply an approved methodolagy1/ | DR Yes. The project applies the methodology of OK
and the correct version thereof? 112/ ACMO0002 version 06 (19 May 2006)
“Consolidated baseline methodology for
grid-connected electricity generations from
renewable sourcéspproved by the EB.
* MoV = Means of Verification, DR= Document Review= Interview
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Dratt | Final
oncl. . Concl.
B.1.2. Are the applicability criteria in the baseline 11/ DR Yes, the project activity meets theCL4
methodology all fulfilled? applicability criteria of ACM0002 and is
justified as under :
« The project activity involves an
electricity capacity addition from a
wind based renewable power project
e The geographic and system
boundaries for the relevant electricity
grid have been clearly identified to be
the southern regional electricity grid.
» The project activity doesn’t involve
switching from fossil fuels to
renewable energy at the project site.
The project activity will displace fossil fuel
based electricity that would have otherwise
been provided by the operation and
expansion of the grid.
B.2. Baseline Scenario Determination
The choice of the baseline scenario will be vakdatith
focus on whether the baseline is a likely scenamal
whether the methodology to define the baselineasizen
has been followed in a complete and transparentmaan
B.2.1. What is the baseline scenario? /1/ = DR The baseline scenario is the continuation of OK

current scenario, i.e. the electricity displac
by the project would have been generatec
the operation of grid-connected power plants
or by the addition of new generation sources.

sed

by

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03

A-8




DET NORSKE VERITAS

CHECKLIST QUESTION Ref. MoV COMMENTS graﬂ Pl

oncl. . Concl.

B.2.2. What other alternative scenarios have been /1/ DR @ Other than the baseline scenario, the option OK
considered and why is the selected scenario the of setting up a fossil fuel based power plant
most likely one? or hydro power plant and project without

CDM benefits have been discussed.
However, coal based power plant option has
not been considered as the baseline since this
option would have required considerable
amount of investment as compared to the
baseline which do not require any investment
at all. Also this option would have led to
higher amount of emissions in the baseline.
Also, the option of project without CDM has
not been considered due to the presence of
several barriers discussed later. Thus the
selected baseline scenario is the most likely
scenario in the absence of the project

B.2.3. Has the baseline scenario been determined 11/ DR Yes. The baseline as been determined as per OK
according to the methodology? the methodology.

B.2.4. Has the baseline scenario been determined using1/ DR @ The discussion of the baseline selection has OK
conservative assumptions where possible? been done in a transparent manner.

Electricity generation by the existing grid
connected power plants have been selected as
the baseline. The baseline emission factor has
been calculated as a combination of OM and
BM emission factors.
The emission factors are varying from CE&EAR 3
published data and needs to be reconsidered

* MoV = Means of Verification, DR= Document Review~ Interview
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Dratt | Final
oncl. . Concl.
as per CEA data.
B.2.5. Does the baseline scenario sufficiently take into 1/ DR | Yes, relevant national and sectoral policies OK
account relevant national and/or sectoral policies, have been taken into account.
macro-economic trends and political aspirations?
B.2.6. Is the baseline scenario determination compatible1/ DR | Yes, the baseline scenario selection is OK
with the available data and are all literature and compatible with available data
sources clearly referenced?
B.2.7. Have the major risks to the baseline been 11/ DR | There are no risks to the baseline. e}
identified?
B.3. Additionality Determination
The assessment of additionality will be validatétth w
focus on whether the project itself is not a likehgeline
scenario.
B.3.1. Is the project additionality assessed accordingto/1/ DR/1 Yes, the project’'s additionality is OK
the methodology? /4] demonstrated using “Tool for the
/5/ demonstration ~ and  assessment  of
12/ additionality”, version 02.
na/ Step 0: Since the project activity does not
seek for retro active credits, this step is not
applicable to the project activity. However,
the project proponent is requested to present
the Emission Purchase Agreement fogy o
verification.
Step 1: Three alternatives to the project
activity have been considered as the baseline

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

scenario. These are i) project not undertaken

as a CDM project activity ii) Setting up of
equivalent capacity of fossil fuel or hydro

power based plants and supply electricity
the Karnataka grid and ii) continuation

current scenario without the project activi
All the alternatives are in compliance w
the laws and regulations of India. F
considering the baseline emissions
continuation of power generation fro
existing and future grid connected pow
plants have been selected as the bas
since this option results in lower basel
emissions than the coal based power p
option.

Step 2:Investment analysis:

To demonstrate the additionality of t
project, EIL have chosen Option |lli

benchmark analysis.

The benchmark chosen is the post tax re
on equity of 16% as per the Karnats
Electricity Regulatory Commission ord
dated 18 January 2005.

It has been demonstrated that the equity
of the project activity without CDM revenue
is 11.7% which is lower than the benchm
equity IRR of 16% for independent pow

to
of
ty.
th
or
the
m
jer
oline
ne
lant

turn
ka
er

RR

2S

g R4
er

RR

producers (IPP) as per KERC order. The |

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

Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

improves to 16.50 % with CDM revenues.
A sensitivity analysis has also be
performed with 5% change in PLF. Ar
have shown that the equity IRR is less ti
16%.

en
d
an

The financial spread sheet calculations need

to be provided for verification.
Step 3:Not chosen.

Step 4:Common practice analysis:
This as been demonstrated on the fact the
per the data of ‘CEA General Review 20(

it as
)6’

the energy generation by wind power plants

in 2004-05 was 485.57 GWh as against
total generation of 33523.92 GWh. Tt
works out to be around 1.45% and canno

the
ISAR4
- be

considered as a common practice scenario in

the region. Apart from that it as be

en

demonstrated that as on 31 March 2005 of

the total 276 MW wind power projec

{s

established in Karnataka, 201 MW are
already in the pipeline for CDM and more are

being followed.
Step 5:Impact of CDM registration:

The CDM benefits increases the equity IRR

of the project by 4.8% thus providing t
project with necessary financial back-up.

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Dratt | Final
oncl. . Concl.
B.3.2. Are all assumptions stated in a transparentand /1/  DR/1 The PLF of the wind project has beegaR 4 OK
conservative manner? assumed to be 26.5% while calculating the
IRR. This is deemed conservative as against
the actual PLF realized by wind plants in the
region.
B.3.3. Is sufficient evidence provided to support the 11/ DR Financial spread sheet need to be providgdr 4 OK
relevance of the arguments made? for verification.
B.3.4. If the starting date of the project activity isbef | /1/ | DR/I The starting date of the crediting period iscL2 OK
the date of validation, has sufficient evidence after the date of registration of the project as
been provided that the incentive from the CDM a CDM project activity. Hence the project
was seriously considered in the decision to does not seek retro-active credits. EIL have
proceed with the project activity? formulated an Emission Reduction Purchase
Agreement with the buyer. The ERPA needs
to be provided for verification.
B.4. Calculation of GHG Emission Reductions — Project
emissions
It is assessed whether the project emissions atedst
according to the methodology and whether the
argumentation for the choice of default factors aatiies
— where applicable — is justified.
B.4.1. Are the calculations documented according to thg1/ DR The project being a wind energy generation OK

approved methodology and in a complete and
transparent manner?

project, there are no emissions from
project activity.

the

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION Ref. MoV COMMENTS Dratt | Final
oncl. . Concl.
B.4.2. Have conservative assumptions been used wheny1/ DR Referto B.4.1. OK
calculating the project emissions?
B.4.3. Are uncertainties in the project emission estimateg/ DR Referto B.4.1. OK
properly addressed?
B.5. Calculation of GHG Emission Reductions — Baseline
emissions
It is assessed whether the baseline emissiondateds
according to the methodology and whether the
argumentation for the choice of default factors amtlies
— where applicable — is justified.
B.5.1. Are the calculations documented according to thg1/ DR The calculation of the baseline emissions hgaR 3 OK
approved methodology and in a complete and been done in a transparent manner.
transparent manner? Electricity generation by the existing grid
connected power plants have been selected as
the baseline. The baseline emission factor has
been calculated as a combination of OM and
BM emission factors and it is fixeelk-ante
However, the project proponent is requested
to consider the published OM and BM data
provided by the CEA to calculate the CM
B.5.2. Have conservative assumptions been used wheny1/ DR  Yes. OK
calculating the baseline emissions?
B.5.3. Are uncertainties in the baseline emission 11/ DR  VYes. OK
estimates properly addressed?
* MoV = Means of Verification, DR= Document Review= Interview
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Dratt | Final
oncl. . Concl.
B.6. Calculation of GHG Emission Reductions —
Leakage
It is assessed whether leakage emissions are stated
according to the methodology and whether the
argumentation for the choice of default factors amtlies
— where applicable — is justified.
B.6.1. Are the leakage calculations documented 1/ DR The project being a wind energy generation OK
according to the approved methodology and in a project, there are no leakages due to the
complete and transparent manner? project activity
B.7. Emission Reductions
The emission reductions shall be real, measurable
and give long-term benefits related to the mitigati
of climate change.
B.7.1. Are the emission reductions real, measurable andy/ DR Yes, the emission reductions are real and OK
give long-term benefits related to the mitigatior measurable. The project will reduce 148 858
of climate change. tCO2e emissions per year over the 10 years
crediting period.
B.8. Monitoring Methodology
It is assessed whether the project applies an gpjate
monitoring methodology.
B.8.1. Is the monitoring plan documented accordingto /1/ @ DR/I The monitoring methodology selected OK
the approved methodology and in a complete and o/ complies with requirements of ACMO0002,
transparent manner? version 6.
The net amount of electricity despatched by
the WEGs to the KPTCL grid will be
monitored continuously. The net electricity
* MoV = Means of Verification, DR= Document Review= Interview
CDM Validation2007-1021, rev.03 A-15




DET NORSKE VERITAS

CHECKLIST QUESTION Ref.  MoV* COMMENTS Dratt | Final
oncl. . Concl.
exported to the grid will be reported on
monthly basis and cross-checked with the
invoices raised to KPTCL.
B.8.2. Will all monitored data required for verification . /1/ /DR/ The project proponent is requested to clarityaAR 5 OK
and issuance be kept for two years after the end of | the data archiving method and period in the
the crediting period or the last issuance of CERSs, PDD.
for this project activity, whichever occurs later?
B.9. Monitoring of Project Emissions
It is established whether the monitoring plan pde& for
reliable and complete project emission data oveeti
B.9.1. Does the monitoring plan provide for the 1/ DR There are no emissions from the project OK
collection and archiving of all relevant data activity since this is a renewable energy
necessary for estimation or measuring the generation project
greenhouse gas emissions within the project
boundary during the crediting period?
B.10.Monitoring of Baseline Emissions
It is established whether the monitoring plan pde& for
reliable and complete baseline emission data avee.t
B.10.1Does the monitoring plan provide for the /1/ DR  Yes, the monitoring plan provides for the OK
collection and archiving of all relevant data 112/ monitoring and collection of the net
necessary for determining baseline emissions electricity supplied to the grid. This is the
during the crediting period? only parameter that will be required for
calculating the baseline emissions.
B.10.2 Are the choices of baseline GHG indicators 11/ DR COz is the only relevant baseline indicator OK

reasonable and conservative?

and it has been accounted for.

* MoV = Means of Verification, DR= Document Review~ Interview
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Draft | Final
Concl. Concl.
B.10.3ls the measurement method clearly stated for eagty DR | The net amount of electricity dispatched by OK
baseline indicator to be monitored and also the WEGs to the KPTCL grid will be
deemed appropriate? monitored continuously. The net electricity

exported to the grid will be reported on
monthly basis and cross-checked with the
invoices raised to KPTCL.

B.10.4ls the measuremestjuipmentescribed and 11/ DR The electricity meters installed under the OK
deemed appropriate? project activity are approved by the KPTCL
and deemed appropriate.
B.10.51s the measurementcuracyaddressed and 11/ DR  Yes. OK

deemed appropriate? Are procedures in place on
how to deal with erroneous measurements?

B.10.61s the measuremeitterval for baseline data 11/ DR Yes. OK
identified and deemed appropriate?

B.10.7ls the registrationmonitoring, measuremeahd = /1/ @ DR | Yes. OK
reporting procedure defined?

B.10.8 Are procedures identified fonaintenancef 11/ DR  VYes. OK
monitoring equipment and installations? Are the
calibration intervals being observed?

B.10.9 Are procedures identified for day-to-day records /1/ /DR The electricity generation reports on joint OK
handling (including what records to keep, storage meter reading are generated by KPTCL and
area of records and how to process performance EIL on monthly basis. The project proponent
documentation) is requested to clarify the archiving details

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

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

for the monthly electricity sales receipts frc
KPTCL.

m

B.11.Monitoring of Leakage

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

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

11/

DR

Leakage monitoring is not required for tt
project activity.

x

S

OK

B.12.Monitoring of Sustainable Development Indicators/
Environmental Impacts
It is assessed whether choices of indicators aasapable

and complete to monitor sustainable performance ove
time.

B.12.1ls the monitoring of sustainable development
indicators/ environmental impacts warranted b
legislation in the host country?

11/

DR

The DNA of India does not mandate t
monitoring of sustainable developme
indicators.

he
Nt

OK

B.12.2Does the monitoring plan provide for the
collection and archiving of relevant data
concerning environmental, social and economi
impacts?

11/

DR

Refer to 12.1

OK

B.12.3 Are the sustainable development indicators in
with stated national priorities in the Host
Country?

in@/

DR

Refer to 12.1

OK

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION Ref. MoV COMMENTS Dralit LG
Concl. Concl.
B.13.Project Management Planning
It is checked that project implementation is prdyper
prepared for and that critical arrangements are
addressed.
B.13.1ls the authority and responsibility of overall 11/ DR The responsibility of overall project OK
project management clearly described? management lies with EIL.
B.13.2 Are procedures identified for training of 1/ DR @ The monitoring of the WEG performance has OK
monitoring personnel? been taken care by EIL.
B.13.3Are procedures identified for emergency /1/ | DR/1 No emergencies due to the project activity OK
preparedness for cases where emergencies can will lead to unintended GHG emissions
cause unintended emissions?
B.13.4 Are procedures identified for review of reported /1/ DR/1 Yes. EIL will be responsible for the review of OK
results/data? reported results
B.13.5Are procedures identified for corrective actions iry1/ @ DR/1 Yes. OK
order to provide for more accurate future
monitoring and reporting?
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundariéiseoproject are
clearly defined.
C.1.1. Are the project’s starting date and operational  /1/ DR/ | Yes, the starting date of the project is 16L 6
lifetime Clearly defined and evidenced? March 2006, the date of p|acement of

purchase order. The lifetime of the project

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Dratt | Final
oncl. . Concl.
has been identified as 20 years. This is
deemed reasonable
C.1.2. Is the start of the crediting period clearly define /1/ DR The project has selected a crediting period@phR 6 OK
and reasonable? 10 years starting from 1 July 2007. Since the
crediting period for the project cannot start
prior to the registration of the project, the
project proponent is requested to delay the
starting date of the crediting period.
D. Environmental Impacts
Documentation on the analysis of the environmantphcts will
be assessed, and if deemed significant, an EIAdheuprovided
to the validator.
D.1.1. Has an analysis of the environmental impacts of y1/ @ DR The project does not require an OK
the project activity been sufficiently described? g5/ environmental impact analysis as per the EIA
/6/ notification of the MoEF. However, an REIA
17/ was conducted by EIL.
n1/ The statutory approvals and clearances neé)gR_2
to be provided for verification.
The EIA and EMP parameters need to be
mentioned in the PDD. ck4
D.1.2. Are there any Host Party requirements foran | /1/ DR The project does not require an OK
Environmental Impact Assessment (EIA), and if environmental impact analysis as per the EIA
yes, is an EIA approved? notification of the MoEF
D.1.3. Will the project create any adverse environmental1/ DR/l The project is not likely to create any adverse OK

effects?

environmental effects.

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION Ref. MoV COMMENTS Dralit LG
Concl. Concl.
D.1.4. Are transboundary environmental impacts 1/ DR There are no trans-boundary impacts of the OK
considered in the analysis? project activity ,
D.1.5. Have identified environmental impacts been 11/ DR There no negative environmental impacts due OK
addressed in the project design? to the project.
D.1.6. Does the project comply with environmental 1/ DR The project complies with environmentatAR2 OK
legislation in the host country? regulations in India.
The statutory clearances need to be provided
to DNV for verification.
E. Stakeholder Comments
The validator should ensure that stakeholder contsneave beer
invited with appropriate media and that due accduam been
taken of any comments received.
E.1.1. Have relevant stakeholders been consulted? /2/ DR/l The stakeholders, the local population and OK
the village president have been consulted.
E.1.2. Have appropriate media been used to invite /2/ | DR/ The stakeholders were invited for comments
comments by local stakeholders? through local newspaper advertisement.
E.1.3. If a stakeholder consultation process is required /1/ | DR/l A stakeholder consultation is not required by OK
by regulations/laws in the host country, has the the DNA of India.
stakeholder consultation process been carried out
in accordance with such regulations/laws?
E.1.4. Is a summary of the stakeholder comments /2/ DR/l Yes, a summary of the comments received OK

received provided?

have been provided.

* MoV = Means of Verification, DR= Document Review~ Interview
CDM Validation2007-1021, rev.03
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CHECKLIST QUESTION Ref. Mov+ COMMENTS Oraft | Final
oncl. Concl.
E.1.5. Has due account been taken of any stakeholder 1/ DR/I The project did not receive any negative OK
comments received? comment.
* MoV = Means of Verification, DR= Document Revigu~ Interview
CDM Validation2007-1021, rev.03 A-22
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Table 3 Resolution of Corrective Action and Clarifcation Requests
Draft report clarifications and corrective Ref. to Summary of project owner response Validation teamanclusion
action requests by validation team checkilist
question in
table 2
CAR-1 A2.1,A.4.1| The Host Country Approval has begAccepted.
Host Country Approval letter must be obtained and a copy provided. The Host Country Approval letter
provided for verification. dat.e.d 4 June 2007 has bgen
verified.
CAR 1 is closed.

CAR 2: D.1.1, D.1.6| The following statutory clearancesé&een Accepted.
Copy of approval from Electrical provided to the DOE at the time of Validatipithe documents on land lease
Inspectorate; clearance from the Department of the project activity. agreement, land approval have
of Forests, Ecology and Environment need to 1. Forest approval, been verified and accepted.
be submitted to DNV for verification. 2. Land Approval, CAR 2 is closed.
Other statutory clearances need to |be 3. Approval from Electrical Inspectorate.
provided for verification. Clearance from State pollution Control Board

is not applicable to this class of activity as per

the MOEF notification dated 24 September

2006.
CAR 3 B.2.4,B.5.1| The PDD has been updated with Baselkecepted.
The Baseline values are varying with the emission values as per CEA notification datdthe CEA CO2 database is an
CEA baseline emission factors. Check on|the 21.December.2006 (Revised) official and publicly available

CEA website for the baseline emission data. The usage of CEA EF |is
factors and data thereby considered. more conservative. The revised
PDD has used CEA data, which|is
acceptable.
CAR 3 is closed.
CAR 4 B.3.3 Step 2 has been used to prove |tAecepted.
While proving additionality, the anomaly of additionality of the project and Equity IRR pThe revised PDD consists of the
calling the method chosen as “Investmgent the project activity has been compared witlenchmark analysis. The revisged
analysis” and then applying “Benchmark the benchmark post tax equity IRR. The pdatancial spread sheet have been

CDM Validation 2007-1021, rev.03
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analysis” in the PDD is to be resolved.
investment analysis is to be adopted, it ha
be done for the alternatives and prove t{
project IRR is not attractive.

Alternatively, data on IRR for othe
alternatives from reliable sources may
used for comparison. And the source of d
cited. In order to establish the benchmark
16%, copy of RERC Order dated 29 S
2006 referred in the PDD needs to
submitted. Detailed financial spreadsh

analysis need to be provided for verification.

If
S to
hat

r
be
ata
of
ep
be
eet

tax equity IRR level benchmark has been
based on the various regulatory orders
alternative projects (hydro, thermal pow
projects).

We are not aware of any studies that proy
equity IRR information for
(hydro, thermal projects) as these numbers

confidential. We therefore believe that the
IRR benchmark based |on
iS a more transparent,
publicly available and commonly accepted

16% equity
regulatory orders

benchmark that can be applied for the pro

activity. This is the preferred approach rather
than estimating separate equity IRRs [for
general

based on
capital

alternative
assumptions
financing, taxation,
substantially from project to project.
We will revise the method Option |
“Investment Analysis” and call it Option |
“Benchmark Analysis”.

projects

relating to COS

However, we would rely on the same data
sources (regulatory orders) and similar

arguments for the 16% equity IRR and v
not
Capital Asset Pricing Model approach.

The RERC order dated 29 Sep 2006| i

available from the RERC website and |
relevant extract from the RERC order stat
the various regulatory orders is enclosed.
The revised (Baseline as
Notification) spreadsheet

alternatives

etc. which can vary

develop separate benchmarks using

per CEA
showing the

sadrified and deemed reasonable.
fohe RERC order on IRH
drenchmark has been checked
found to be appropriate.
I@GAR 4 is closed

are

ect

ts,

he
ng

and
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nd

ne
e

=

ne
d

financial analysis of the Project has with and

without CDM Benefits is enclosed
CAR 5 B.8.2, The data (electricity supplied to the grid) wilAccepted.
The medium of storage of monitored data B.10.9 be archived on electronic media as well ag ®he data storage medium &
(power fed to the grid) and the duration for paper. The archive will be kept for the perioarchiving period is reasonable.
which they will be kept available needs to |be up to two years after the completion of th€AR 5 is closed.
specified. crediting period or the last issuance of CERs

for the project activity whichever occurs later.

This has been included in the monitoring

section B.7.1 (comments) of the PDD.
CAR 6 C.l1z2 The start date of crediting period would|Becepted.
The start date of the crediting period needs to from 15 September 2007. The date of crediting is later to tk
be changed to a date after the date| of date of registration and is therefqg
registration. accepted.

CAR 6 is closed.

CL1 All The distribution of Wind energy ConverterAccepted.
It needs to be clearly demarked for the as per the Sites CK — 1, CK — 2, CK — 4 anthe revised PDD contains tf
project sites of CK — 1, CK — 2, CK - 4 and CK — 6 marked in the map (WECs and theitear demarcation and is accepte
CK — 6 marked in the map, which only needs corresponding villages) has been updated @i 1 is closed.
to be considered for this project. The project the PDD. The PDD has also been updated
sites (CK -1, CK -2, CK -4 and CK - 6) with a map containing the district border.
are located on the border of Chitradurga and
Tumkur districts. The border between the
two districts may be shown in the map
provided in the PDD, and Tumkur Dist also
may be indicated.
CL2 B.3.1, B.3.4| CER purchase agreement is confidei@l | Accepted.

Copy of the CER purchase agreement nee
to be provided for verification.

ds

the CER rate, a value of US$10 per tE@as
been used which is a representative CER
for forward transactions.

The ERPA agreement with respe
rtoethe date of agreement has bee
checked.

ct

CL 2 is closed.
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CL3 A2.1 No, Enercon GmBH is not a projedhccepted.

Is Enercon GmbH a project participant? participant. Enercon GmBH has 56 % stake @L 3 is closed.
[Refer page2, Section A.2, “The project|is Enercon India Ltd.

owned by Enercon (India) Ltd and Enercon

GmbH].

CL4 D.1.1 The environmental impacts have not been

EMP and monitoring of select environmental
parameters mentioned in the EIA needs to be
referenced under D.2 in the PDD. Details in
page 94 of the EIA (Section 4.6) are not
relevant to the current project. Please clarify.

considered significant for the project activi
Further, as stated earlier, there is

requirement for Enercon to conduct EIA or
obtain environmental clearance

Ly.
no
to

for the

project. Enercon does not see any requirement

of the EMP and

the monitoring of

environmental parameters provided as pait of
the PDD and monitored as part of the CDM

project activity because there is no provis
or requirement for doing this.

on

Section 4.6 of the EIA narrates the procedure

followed in acquiring land; the steps involv

ed

which ensures that similar quantum of land
for afforestation is provided by the company

to maintain the ecological balance. Furthe
is also ensured by the company that there
no cases of evacuation of people from
project Site.

rit
are
the

CL5 All The unique identification numbers of tha&ccepted.
Provide the Unique Identification numbers turbines are set out below: CL 5 is closed.
assigned to the 86 turbines relative the

project activity. EWFHL-1 to EWFHL-86

CL6 All Accepted.

Provide village-wise details of turbines [to

enable correlation between the PDD, PPA

The details of the turbines are enclosed.

CL 6is closed.

SI.N
(o] District

Taluka Village No. Of V|

VEC
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and other documents.

Chikkanayaka

1Tumkur nahalli Dasudi 20
Chikkanayaka
nahalli Nelenur 5
Chikkanayaka
nahalli Ganadu 6
Gubbi Annenhalli 6
Gubbi Siddapura
Chikkabyaleda
2Chitradurga Hosadurga kere 16
Hosadurga Kanubehalli 11
Hosadurga  Arasinagundi 8
Hosadurga Elladakere 5
Total 86

CDM Validation 2007-1021, rev.03
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APPENDIX B

CERTIFICATES OF COMPETENCE
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CERTIFICATE OFCOMPETENCE

Michael Lehmann

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

GHG Auditor: Yes

CDM Validator: Yes JI Validator: --
CDM Verifier: Yes JI Verifier: --
Industry Sector Expert for Sectoral Scope(s): Sectoral scope 4 &5

Technical Reviewer for (group of) methodologies:

ACMO0001, AM0002, AM0O003, AM0010, Yes AMO0027 Yes
AMO0011, AM0012, AMS-III.G

ACMO002, AMS-1.A-D, AM0019, AM0026, Yes AMO0028, AM0034 Yes
AMO0029, AM0045

ACMO003, ACM0005, AM0033, AM0040 Yes AMO0030 Yes
ACMO0004 Yes AMO0031 Yes
ACMO0006, AM0O007, AM0015, AM0036, AM0042 Yes AMO0032 Yes
ACMO0007 Yes AMO0035 Yes
ACMO0008 Yes AMO0038 Yes
ACMO0009, AM0008, AMS-II1.B Yes AMO0041 Yes
AMO0006, AM0016, AMS-III.D, ACM0010 Yes AMO0034 Yes
AMO0009, AM0037 Yes AMO0043

AMO0013, AM0022, AM0025, AM00379, AMS-  Yes AMO0046

lII.H, AMS-II1.]

AM0014 Yes AMO0047

AMO0017 Yes AMS-II.A-F, AM0044 Yes
AMO0018 Yes AMS-IIILA Yes
AMO0020 Yes AMS-IILLE, AMS-III.F Yes
AMO0021 Yes

AMO0023 Yes

AMO0024 Yes

Hoavik, 5 February 2007

e~ Mol hne-

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

Kumaraswamy Chandrashekara

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

GHG Auditor: Yes

CDM Validator: Yes JI Validator: --
CDM Verifier: Yes JI Verifier: --
Industry Sector Expert for Sectoral Scope(s): Sectoral scope 4 &5

Technical Reviewer for (group of) methodol ogies:

ACMO0001, AM0002, AM0003, AM0010, Yes AMO0027 Yes
AMO0011, AM0012, AMS-III.G

ACMO002, AMS-I.A-D, AM0019, AM0026, Yes AMO0030 Yes
AM0029, AM0045

ACMO003, ACM0005, AM0033, AM0040 Yes AMO0031 Yes
ACMO0004, ACM0012 Yes AMO0032 Yes
ACMO0006, AM0007, AM0015, AM0036, AM0042 Yes AMO0035 Yes
ACMO0007 Yes AMO0038 Yes
ACMO0008 Yes AMO0041 Yes
ACMO0009, AM0008, AMS-III.B Yes AMO0034 Yes
AMO0006, AM0016, AMS-I11I.D, ACM0010 Yes AMO0043

AMO0009, AM0037 Yes AMO0046

AMO0013, AM0022, AM0025, AM0039, AMS- Yes AMO0047

H.H, AMS-IILI

AMO0014 Yes AMS-II.A-F, AM0044 Yes
AMO0017 Yes AMS-IILA Yes
AMO0018 Yes AMS-IILE, AMS-IIILF Yes
AMO0020 Yes

AMO0021, AM0028, AM0034, AM0051 Yes

AMO0023 Yes

AMO0024 Yes

Hoavik, 5 February 2007

e~ Mol hne-

Einar Telnes Michael Lehmann
Director, International Climate Change Services  HAmcal Director
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CERTIFICATE OFCOMPETENCE

Ma-Paa-Puratchikkanal

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

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

Industry Sector Expert for Sectoral Scope(s): --

Hgvik, 1 March 2007

s~ il (b

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



