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1 EXECUTIVE SUMMARY — VALIDATION OPINION

Det Norske Veritas Certification AS (DNV) has paerfed a validation of the “Inner
Mongolia Mangniuhai 1l Wind Power Project” in Chin&he validation was performed on
the basis of UNFCCC criteria for the Clean Devel@min Mechanism and host country
criteria, as well as criteria given to provide foonsistent project operations, monitoring and
reporting.

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

The host Party is China and the Annex | Party istZsand. Both Parties fulfil the
participation criteria and have approved the prdjemd authorized the project participants.
The DNA from China has also confirmed that the gmbjassists in achieving sustainable
developmen2/.

The project correctly applies ACM0002 version 1@chsolidated baseline & monitoring
methodology for grid connected electricity genematirom renewable source$10/.

By generating renewable energy which will displatectricity in NECPG, the project results
in reduction of C@Qemissions that are real, measurable and give |lamgitbenefit to the
mitigation of climate change. It is demonstratedttithe project is not a likely baseline
scenario. Emission reductions attributable to thej@ct are hence additional to any that
would occur in the absence of the project activity.

The total emission reductions from the project astimated to be on the average 117 400
tCO.e per year over the selected 7 year renewable tingdperiod. The emission reduction
forecast has been checked and it is deemed likatythe stated amount is achieved given that
the underlying assumptions do not change.

The monitoring methodology ACMO0002 version 10 hasnbcorrectly applied and the
monitoring plan sufficiently provides for colleatiof data to determine the project’s emission
reductions. Adequate training and monitoring prasex$ have been implementd®//57/

In summary, it is DNV’s opinion that the “Inner Mgolia Mangniuhai Il Wind Power
Project” in China, as described in the PDD versidnof 10 September 2010 meets all
relevant UNFCCC requirements for the CDM and allevant host Party criteria and
correctly applies the baseline and monitoring metilogy ACMO0002 version 120/ DNV
thus requests the registration of the project &dM project activity.
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2 INTRODUCTION

Longyuan (Xing'anmeng) Wind Power Co., Ltd. has aussioned DNV to perform a
validation of the project Inner Mongolia MangniudbiwWind Power Project in China. This
report summarises the findings of the validationtted project, performed on the basis of
UNFCCC criteria for the CDM, as well as criteriavg to provide for consistent project
operations, monitoring and reporting. UNFCCC ci#erefer to Article 12 of the Kyoto
Protocol, the CDM modalities and procedures andsihigsequent decisions by the CDM
Executive Board.

2.1 Objective

The purpose of a validation is to have an indepenttgrd 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 ineottd confirm that the project design, as
documented, is sound and reasonable and meetsdémgified criteria. Validation is a
requirement for all CDM projects and is seen asessary to provide assurance to
stakeholders of the quality of the project andintended generation of certified emission
reductions (CERS).

2.2 Scope

The validation scope is defined as an independeashtodjective review of the project design
document (PDD). The PDD is reviewed against theeria stated in Article 12 of the Kyoto
Protocol, the CDM modalities and procedures aseafie the Marrakech Accords and the
relevant decisions by the CDM Executive Board, udotg the approved baseline and
monitoring methodology ACM0002, version 10 /10/.eTvalidation team has, based on the
recommendations in the Validation and Verificatidianual version 1.1 /9/, conducted the
validation.

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

3 METHODOLOGY

The validation consisted of the following three pbst

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

I the resolution of outstanding issues and tiseiasce of the final validation report and
opinion.

The following sections outline each step in mortaile

3.1 Desk Review of the Project Design Documentation
The following table lists the documentation thasweaviewed during the validation:
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/1/  Longyuan (Beijing) Carbon Asset Management hebtbgy Co., Ltd. Project Design

12/

13/
141

/51

16/
Il
18/
19/
110/
111/
112/
113/
114/
115/

116/
117/

118/

119/

120/

121/

122/

Document (PDD) for Inner Mongolia Mangniuhai Il VdifPower Project, version 1 of
24 July 2009, version 2 of 21 December 2009, var8iof 4 February 2010, version 4
of 10 September 2010.

Letter of Approval from the DNA of China wasiged on 22 September 2009, [2009]
No.2381.

Letter of Approval from the DNA of Switzerlamneas issued on 19 February 2010.
China Fulin Wind Energy Development Co., LtéaKibility Study Report (FSR) of the
project in August 2008. The approval of FSR wasasdsby Development and Reform
Commission of Inner Mongolia Autonomous Region oh Qctober 2008, [2008]
N0.1937

Inner Mongolia Academy Institute of Environmetience: The Environmental Impact
Assessment (EIA) Report of Inner Mongolia Mangniuh&Vind Power Project dated
8 December 2008 and the approval letter issuednbgrl Mongolia Environmental
Protection Bureau dated 27 February 2009, [2009]9¥0

Longyuan (Beijing) Carbon Asset Management Techywl@o., Ltd.: Project IRR
calculation spreadshegetersion 2 dated 29 December 2009.

Longyuan (Beijing) Carbon Asset Management Techml€o., Ltd.: Project ER
calculation spreadshegetersion 1 dated 4 August 2009.

China National Development and Reform Committeetission factor calculation for
each power grid of Chinadated 2 July 2009,

http://ghs.ndrc.gov.cn/qjfzjz/t20090703 _289357.htm

CDM Executive Boardvalidation and Verification Manual, version 1.1

CDM Executive Board: ACMO0002 Consolidated methodology for grid-connected
electricity generation from renewable sourtegrsion 10.

CDM Executive BoardTool for the demonstration and assessment of awhditity,
Version 5.2., EB39 Annex 10 dated 10 August 2008.

CDM Executive BoardTool to calculate the emission factor for an elmity system,
version 2, EB50 Annex 14 dated 16 October 2009.

China Electric Power Yearbook 2004-2008.

China Energy Statistical Yearbook 2006-2008.

CDM Executive Board: Guidance for request for daera titled “Application of
AMO0005 and AMS-1.D in Chirighttp://cdm.unfccc.int/Projects/Deviations).
IPCC:IPCC 2006 Guidelines for National Greenhouse Gaihtories.

State Power Corporation of Chintnterim Rules on Economic Assessment of
Electrical Engineering Retrofit ProjectBeijing: China Electric Power Press, 2003.
Inner Mongolia Mangniuhai I Wind Power Prdjedinutes of directors’ board
meeting for CDM developmemiated 5 February 2009.

Longyuan (Xing’'anmeng) Wind Power Co., Ltd. & Lon@n (Beijing) Carbon Asset
Management Technology Co., Lt@&DM Consultation Contracdated February 2009.
Beijing Hualian Electric Power Engineering SupeimisCo., Ltd.,Roadsconstruction
permission at the project sitdated 11 April 2009.

Longyuan (Xing'anmeng) Wind Power Co., Ltd. & Shand Taikai Transformer Co.,
Ltd., Main Transformer Purchase Agreemethated 21 March 20009.

Longyuan (Xing'anmeng) Wind Power Co., Ltd. & SiebwVind Co., Ltd.,Turbines
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123/

124/

125/

126/

1271

128/

129

130/

131/

Purchase Agreemendated 23 March 2009.

Longyuan (Xing'anmeng) Wind Power Co., Ltd. and dnnMongolia Xintai
Construction and Installation (Group) Co., Ltdgads Construction Contrgadated 22
March 2009.

Inner Mongolia Mangniuhai Il Wind Power Project &ner Mongolia Third Electric
Construction Engineering Co., LtdConstruction contract of the turbines foundation
dated 20 April 2009.

Beijing Hualian Electric Power Engineering Supeoss Co., Ltd., Construction
permission of the project foundatictated 3 May 2009.

Longyuan (Xing’'anmeng) Wind Power Co., Ltd. & SwhlYuanda Electric Power
Construction Co., LtdAgreement of Wind Turbines Installatjatated 24 March 2009.

Longyuan (Xing’'anmeng) Wind Power Co., Ltllotification to China DNA of the
project activity commencement date and descripbioproject activity such as project
site and technical aspectdated 11 April 2009, and it was confirmed by @ignese
DNA on 1 July 2009.

Longyuan (Xing'anmeng) Wind Power Co., Ltdthe Form of Prior CDM
Consideration submitted to the E@ated 20 July 2009, and it was confirmed by tBe E
on 23 July 2009.

Tuquan County Governmentand use approval of the project activitdated 3
November 2009.

Updated Chinese DNA'’s guidance for the determimatib grid boundaries on 2 July
2009.

http://ghs.ndrc.gov.cn/qjfzjz/t20090703_289357.htm

The document showing no sufficient exploitabl@ro resource for building a hydro
power plant with the same installed capacity asptwect in the region where the
proposed project is located.

http://www.nmxadd.com/newsdisp.asp?id=3610

The document showing project activity is locatedhie interior area where no any tidal
resources.

http://www.china5e.com/show.php?contentid=45147

The document showing that the PV solar and geotilepnojects have not come into
the commercial operation since only a few projdwse been developed under the
governmental support.

http://www.gxi.gov.cn/bgcy/bgcy_jtny/bgcy_jtny sé200908/t20090803_134201.htm
http://hi.baidu.com/%BA%CD%C4%D1%C8%CB/blog/itenB83b82a9c37598f703a
677.html

The document showing there is no geothermal sourcdsiquan County where the
project activity is located in.

http://www.newenergycn.com/drn_news.asp?id=125

The document showing that biomass projects aleastie beginning stage in China.
http://www.agri.gov.cn/jjps/t20090722_1316360.htm

The document showing that no sufficient biomaseuses in Tuquan County to build
up a biomass project with the equivalent instatlapacity to the proposed project.
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132/

133/

134/

135/

136/

137/

138/
139/

140/

141/

142/

143/

144/

145/

146/

1471

148/

149/

150/

http://www.xam.gov.cn/web/xam/mxtzz/zsxm/998.htm

Notice on strictly forbidding the Installatiai Fuel-fired Generators with the capacity
of 135 MW or below issued by State Council Offidecree no. 2002-6.

Interim Rules on the Installation and Managenoé Small-scale Fuel-fired Generators
(issued in August 1997).

China mechanisms websitéhe price for the wind turbines increasing due te i
booming demandlated 16 January 2008,
http://www.86wind.com/info/detail/4-5335.html

IC37.COM, prices of the material and salaries of the emplsyeave been gradually
increasing in Chinadated 25 January 2008.
http://www.ic37.com/htm_news/2008-1/15834 66520.htm

China Daily,salaries in China increase the most in past 15 gedated 3 September
2007.

http://www.chinadaily.com.cn/hqcj/2007-09/03/coriteéd075777.htm

Longyuan (Xing’anmeng) Wind Power Co., Lt&tatistics on tariffs for wind farms in
East Inner Mongolia23 December 2009.

The regulations for tariff determination iniGd
http://njb.serc.gov.cn/news/2009-2/200921293012.htm

Development Report of New Energy and Renewabledynafr China:
http://www.newenergy.org.cn/html/00412/20041605htm

China Climate Change Info-néDutput value of wind power projects in Chifeng city
dated 25 August 2005.

Tariff approval document issued by NDRC onJ08@e 2007, document No. Fa Gai Jia
Ge[2007]1260

Notification of electricity tariff for wind pwmer projects, issued by NDRC, [2006]2908,
dated 22 December 2006.

Notification of electricity tariff for wind peer projects, issued by NDRC, [2007]1260,
dated 9 June 2007.

Notification of electricity tariff for wind peer projects, issued by NDRC, [2007]3303,
dated 3 December 2007.

Notification of electricity tariff for wind peer projects, issued by NDRC, [2008]1876,
dated 23 July 2008.

Notification of electricity tariff for wind peer projects, issued by NDRC, [2009]1906,
dated 20 July 2009.

http://www.china5e.com/newenergy/newenergynews 2epwsid=fa6180f2-04bc-
4746-9053-4045f9166f2d&classid=%u65b0%u80fd%u6e90

The document showing the Dali Maolin Wind FaProject is a demonstration project.
http://www.fsou.net.cn/html/text/lar/169071/169071&m|

China Renewable Energy Institute Association (CREAd WWF China Wind Power
Report 2008dated October 2008.

Law of the People’s Republic of China on Realel Energieddated 1 January 2006.
http://www.sepa.gov.cn/law/law/200802/t20080202_987 htm

Longyuan (Xing’anmeng) Wind Power Co., Lt€€ DM Monitoring Manual of Inner
Mongolia Mangniuhai 1l Wind Power Projectersion 1.0 dated 24 October 2009.
Practical annual operational hours of windrigin China,
http://www.chinabidding.com/xmzx.jhtml?method=d&aiocld=176376775
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151/

152/

153/

154/

/55/

156/

157/

158/

159/

160/

161/

162/

163/

164/

165/

166/

167/

http://www.csoet.cn/n16/n1100/n37710/n118649/60 1263
http://www.chinacbe.com/news/2009/0818/article_&B8nl
http://biz.cn.yahoo.com/09-07-/16/tfib.html

CDM Executive BoardConsolidated baseline and monitoring methodologyniew
grid connected fossil fuel fired power plants usintgss GHG intensive technology
ACMO0013Version 2.1

China Wind Energy Associatio@hina Windfarm Capacity Statistic in 2903y Shi
Pengfei.

The document showing the Promulgation of EledPower Industry Reform by the
State Council in February 2002:
http://www.grchina.com/gb/greenpower/advise-0-5.htm

Xinhua Net, Inner Mongolia Keshiketeng Qi Dali Ill wind poweroject was a
demonstration project supported by national debtdfand with loan from Denmark
governmentgdated 18 October 2007
http://www.gd.xinhuanet.com/newscenter/ztbd/2007:&@ontent_11435955.htm
China NDRC and National Construction CommittBepnomic Evaluation Code and
Parameter for Construction Project (version 3), 800

National Energy Bureau of the People’s Republi€bina,Methodology of Feasibility
Study Report on Wind Farm Project (DL/T5067-19%€jued on 10 January 1997 and
effected on 1 May 1997.

Longyuan Suzhou Bailu Wind Power Technologies TngnCenter,Certificates of
training about the basic knowledge of wind povgated 21 August 2009.

Sinovel Wind Co., Ltd.Certificates of training about the SL1500 turbinesited 6
November 2009.

Longyuan (Xing’anmeng) Wind Power Co., LttMinutes of stakeholders consultation
meeting dated 15 March 2009.

Longyuan (Xing'anmeng) Wind Power Co., Ltd5 answered copies of consultation
guestionnaires for the stakeholder commedéged January 2009.

China Fulin Wind Energy Development Co., LEkplanation on the “other cost per
kw” of 50 RMB/kW and “material cost” of 10 RMB/kVEsaimed in the FSKRlated 7
December 2009.

Kelipu Wind Power Co., LtdOpinions of Environment Impact Assessment of Inner
Mongolia Mangniuhai 1l Wind Power Projeaiated 27 May 20009.

The Law of the People's Republic of China aaliation of Environmental Effects,
issued on 28 October 2002 and effected on 1 Seie20®3.

The law of the People’s Republic of China artegprise Income Tax, [2007] No.63,
implemented on 16 March 2007.

State Administration of TaxatioDecree No. 70 of Guoshuifa [20Q03]ated 18 June
2003.

Financial Ministry of ChinaTax Preferential Policies in West China Development
Financial Tax,[2001] No.202, effected on 1 January 2001.

The State Administration of TaxatioWalue Added Tax Preferential Policies for wind
power projects[2001] No.198 issued on 1 December 2001 and dsene30 December
2001 and implemented on 1 January 2002.
http://www.chinatax.gov.cn/n480462/n480513/n4806894690/1013032.html

China State Councilnterim Provision on Education Tax Ladated 1 October 2005.
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168/

169/

170/

171/

172/

173/

174/

175/

176/

177/
178/

179/

180/

181/

182/

183/

184/

185/
186/

187/

http://www.law-lib.com/law/law_view1.asp?id=99771

NDRC: National City Tax Law[1985] 19 dated 1985.
http://202.108.90.130/chinatax/jibenfa/jibenfaO4mh

Environmental Protection Law of the People&pBRblic of China, dated 26 December
1989.

Longyuan (Beijing) Carbon Asset Management Techmwld&o., Ltd., Table of
Contrasted Projectgdated 29 December 20009.

Longyuan (Xing'anmeng) Wind Power Co., Ltd.\&ulanhaote Branch of Industrial
and Commercial Bank of Chinapan Contract of Inner Mongolia Mangniuhai Il Wind
Power Projectdated 22 April 2009.

China Fulin Wind Energy Development Co., L&xplanation to the tariff issues of
Inner Mongolia Mangniuhai 1l Wind Power Projectated 20 January 2010.

NDRC, “Explanation regarding the issue for discount oétinetical annual generation
of wind power in China’dated 2 June 2009.

http://cdm.ccchina.gov.cn/WebSite/ CDM/UpFile/Fil&@&2pdf

DNV Certification AS Final validation report ofinner Mongolia Dali Phase IV 49.5 MW
Wind Power Project (CDM registered project, refes.N628) dated 18 February 2008.
http://cdm.unfccc.int/UserManagement/FileStorageRM@XSCCHJ34CFO3GO7C3L
QLQI8RS

General Administration of Quality Supervision, lesfion and Quarantine of the People’s
Republic of ChinaMethodology of Wind Energy Resource Assessmentiiod Farm
issued on 28 April 2002 and effected on 10ctob&220

East Inner Mongolia Power Grid Compar@larification on the actual tariffs for the
proposed project and the full operation dadeted 23 August 2010.

NDRC: Specification for Compiling the Feasibility Studgport dated May 2005.

China Fulin Wind Energy Development Co., :LEplanation to the wind speed data in
the FSR of the proposed projedated 29 August 2010.

Industrial and Commercial Bank of Chin&ommitment of loan fotnner Mongolia
Mangniuhai Il Wind Power Projectiated 12 January 2009.

National Development and Planning Committ&gproval for the FSR of Jiangsu Rudong
Wind Power Projetl0 October 2002.

China Renewable Energy Institute Association (CRElAd WWF,China Wind Power
Report 2007dated April 2007.

National Development and Planning Committépproval for the FSR of Jiangsu Rudong
Wind Power Project)i Ji Chu [2002] No.2692]jated 10 December 2002.

NDRC: CDM Management Regulatipdated 30 June 2004.
http://www.creia.net/html/200810911241351.html

NDRC: Interim Measures for Renewable Energy Power Tamiffl Cost-sharingFa
Gai Jia Ge [2006] No. 7, dated 1 January 2006.

NDRC: Thermal Power Tariff[2008] No. 1677, dated 29 June 2008.

China National Bureau of Statisticéearly Inflation Rate from 1980 to 2Qldated 11
September 2010.

Beijing Hualian Electricity Management Compar8ettlement Form for Check and
Acceptance of the Completed Projetdted 1 September 2010.

Main changes between the version published foBthdays stakeholder commenting period
and the final version submitted for registration:
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- The project IRR without the CER revenues was charigen 6.24% to 7.28% due to the
involvement of interest payable into the calculatiof income tax according to the
guidance of EB51 Annex 58. Based on the same redéiserproject IRR with the CER
revenues changed from 8.44% to 9.54%.

- The sensitivity analysis was updated as to askesgariation of main parameters to make
the IRR reach benchmark and the possibility of b@gtpening.

- The common practice analysis was updated with revidence.

- The exclusion of alternative 3 while determininge tbaseline scenario was further
evidenced.

- Starting date of the crediting period for the pebjactivity has been changed from 1
January 2010 to 1 October 2010 with the considmnaif feasibility.

After reviewing the PDD, DNV issued this final v@dition report and opinion.

3.2 Follow-up Interviews with Project Stakeholders

The roads construction contract of the project sigeed between Longyuan (Xing’anmeng)
Wind Power Co., Ltd. and Inner Mongolia Xintai Ctmstion and Installation (Group) Co.,

Ltd. on 22 March 2009. The roads construction pssion was issued on 11 April 2009 when
the project construction has been launched. Uhgl desk review of the project from 11
August 2009 to 15 September 2009, the project oactgtn was only partly completed

(mostly on the turbines foundation and roads). @&fwee, DNV considered the on-site visit
for the project was not necessary and arrangetbtosv-up interview in DNV Beijing office.

The follow-up interview was held by CDM validatohahg Xiao Jun and GHG auditor Xue
Yan Ju on 16 September 2009, with the project dtarsty, Longyuan (Beijing) Carbon
Asset Management Technology Co., Ltd., and theeptgjarticipant Longyuan (Xing’anmeng)
Wind Power Co., Ltd., to resolve the issues iderdifluring the desk review /1/.

During the desk review, the relevant documentduding the PDD /1/, EIA /5/, Approval of
EIA /5/, FSR /4/, approval of FSR /4/, IRR calcidat spreadsheet /6/, EF calculation
spreadsheet /7/, the main transformer purchasemgr /21/, turbines purchase agreement
122/, road construction permission /20/, constarcgpermission of turbines foundation /25/,
and stakeholder questionnaires /59/ were providet raviewed. Based on the documents
provided, DNV is able to check the project desiganstruction, monitoring plan and all
baseline scenario information. In addition, throtigéa FSR /4/, EIA /5/ and the interview /89/,
it has been confirmed by DNV no immigration wasdlved in the project activity.
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Date Name Organization Topic
/88/ 16 Mr. Ren Lei Longyuan » Baseline determination of the

September (Beijing) project

2009 Carbon Asset » Applicability of selected
Management methodology /10/ (Version
Technology 10)
Co., Ltd. « lIssues related to the

additionality

e Common practice analysis

* Emission reductions
calculation

» Emission reduction
monitoring plan and project

management
/89/ 16 Mr.Feng Longyuan « Information of project
September Yong (Xing’anmeng) construction
2009 Li Wind Power » The development of wind-
Co., Ltd. power project in Inner
Mongolia Autonomous
Region

» The approval status (incl.
EIA approval, the feasibility
study report approval, CDM
project approval)

* Project management

» Emission reduction
monitoring plan

» Consulting process for
stakeholder's comments and
rationality of questionnaires.

* Investment risks and barriers

3.3 Resolution of Outstanding Issues

The objective of this phase of the validation wagdsolve any outstanding issues which
needed be clarified prior to DNV’s positive conétus on the project design. In order to
ensure transparency a validation protocol was aused for the project. The protocol shows
in a transparent manner the criteria (requiremenispns of 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 whweeevalidator will document how a
particular requirement has been validated andekeltrof the validation.

The validation protocol consists of three tablebe Tifferent columns in these tables are
described in the figure below. The completed vaiwta protocol for the Inner Mongolia
Mangniuhai Il Wind Power Project is enclosed in Apdix A to this report.
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Findings established during the validation canegitbe seen as a non-fulfilment of CDM
criteria or where a risk to the fulfilment of profeobjectives is identified. Corrective action
requests (CAR) are issued, where:

i) mistakes have been made with a direct influenceroject results;
ii) CDM and/or methodology specific requirements haviebeen met; or

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

A request for clarification (CL) may be used whadaitional information is needed to fully
clarify an issue.
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Validation Protocol Table 1: Mandatory Requirementsfor CDM Project Activities

Requirement

Reference

Conclusion

The requirements the
project must meet.

Gives reference to th
legislation or

agreement where the
requirement is found.

e This is either acceptable based on evidence provi@K), a
Corrective Action Request (CAR) of risk or non-chiamge
with stated requirements or a request for Clarifioa (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 guestion is checklist question| corrective action request
should meet. The answer to investigated. and/or the (CAR) due to non-
checklist is organised in| the checklist| Examples of meang conformance to | compliance with the
different sections, 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 (1). N/A means not | conclusions when the validation team
effect as of: 28 July applicable. reached. has identified a need for
2006. Each section is further clarification.
then further sub-divided.

Validation Protocol Table 3: Resolution of 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

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

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

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

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

Figure 1: Validation protocol tables

3.4 Internal Quality Control

The validation report underwent a technical reviegfore requesting registration of the
project activity. The technical review was perfodmby Yang Weidong, the technical
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reviewer qualified in accordance with DNV’s qualdtion scheme for CDM validation and
verification.

3.5 Validation Team

Type of involvemnent
[%2]
= =
Q 5 s
g = s e 5
= =T 2 @ B 2
e v = T £ Z
X > o @ £ @
. . . %] 2 o o [&) o
Role/Qualification Last Name First Name Country 8 5 & 3 & I
CDM validator / Zhang Xiaojun China NN N A
technical team Johnsen
leader/project manager
CDM validator with Tang Zhiang China V \/ ol
sector experience Walter
GHG auditor Xue YanjuAndi China v v
Technical reviewer Yang Weidong USA V

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

4 VALIDATION FINDINGS

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

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

4.1 Participation Requirements

The project participants include Longyuan (Xing'amwg) Wind Power Co., Ltd. of China
and Essent Trading International S.A. of Switzedlan

The host Party China and Annex | Party Switzerlarakt the requirements to participate in
the CDM. Both have ratified the Kyoto Protocol arale established their own DNA as per
the participating requirements for CDM under theotyProtocol.

China has ratified the Kyoto Protocol on 30 Auge@®2 and its DNA is National Reform and
Development Committee. Switzerland has ratifiedklyeto Protocol on 09 July 2003 and its
DNA is Federal Office for the Environment FOEN.
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The Letter of Approval (LoA) /2/ from the DNA of @fa has been issued on 22 September
2009 /2/, authorizing Longyuan (Xing’anmeng) Winawer Co., Ltd. as project participant
and confirming that the project assists Chinestasable development /2/.

The LoA /3/ from the DNA of Switzerland has beesuied on 19 February 2010, authoring
Essent Trading International S.A. as project paudiat /3/.

The validation did not reveal any information thadicates the project can be seen as a
diversion of official development assistance (ODdy)ding towards China.

4.2 Project Design

The project is located in Xiliu Town, Tuguan Counlying’an League, Inner Mongolia
Autonomous Region, China. The geographical cootdmaf this project are East longitude
121°4109" and North latitude 45°180" and the altitude is 240-267.3 m /4/.

The project involves installation and operatior88fwind turbines (Model Type: SL1500/82)
each with rated capacity of 1.5 MW, manufacturedStiiyovel Wind Co., Ltd. with a total
capacity of 49.5 MW. DNV checked all the parametefshe turbines from the PDD /1/
against the FSR /4/ to be able to confirm the &tescy. It is expected that the project will
supply appropriately 114 200 MWh net electricity gear to Northeast China Power Grid
(NECPG) when it is in full operation /4/. The pldotd factor for the project activity is
26.3% according to the FSR /4/. The electricityagated by the project will be transmitted to
cubicle switchboard in the booster stations, amah thill be delivered to the Tuguan 220 kV
substation, which is part of NECPG /4/.

The starting date of the project is defined as 2drdid 2009 when the main transformer
purchase agreement was signed /21/, which is thestafinancial commitment for the
project activity.

The expected operational lifetime of the projedivéty is 20 years /4/. A renewable crediting
period of 7 years has been chosen for the progeattiing on 1 October 2010 or the date of
registration, whichever is later. The emission otius are estimated to be on average 117
400 tCQe per year and 821 800 tg&over the renewable seven-year crediting period.

It is of the opinion of DNV that the project desigas been described in an accurate and
adequate manner.

4.3 Baseline Determination
4.3.1 Applicability

The project correctly applies the approved basetisthodology ACM0002 (version 10) /10/,
titted “Consolidated methodology for grid-connectel@ctricity generation from renewable
sources”.

The applied baseline methodology is justified akas been demonstrated that the project
activity ensures that:

* ltis a grid connected zero emission renewable paeeeration activity from wind
energy, which has been verified through the prdj&R /4/.
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» It does not involve switching from fossil fuel tenewable energy at the project site as
verified through the follow-up interview /89/ anttkt FSR review /4/.

* The project is connected to NECPG of which the gaolgical and system boundaries
are clearly identified and information on the cleteastics of this grid is available
130/.

4.3.2 Project boundary

The spatial extent of the project boundary is d¢jedefined as the site of project activity and
all power plants connected physically to NECiRGuding Liaoning, Jilin, Heilongjiang grids,
to which the project is connected. This is in limgh the delineation of grid boundaries as
provided by the DNA of China /30/. The defined pwijboundary is in line with ACM0002

(version 10) /10/.

The selected sources and gases are justified éptbject activity. Emission sources and
gases included in the project boundary are:

GHGs involved  Description

Baseline emissions GO Generation of the similar amount of
electricity in the NECPG.

Project emissions N/A Project emission is regam@edero as the
project is a renewable energy (wind
source) project and no backup power
existed at the project site /1//4/. Therefore
no project emission sources of more than
1% of the emission reductions were
identified.

Leakage N/A There are no leakages that need to be
considered in applying this methodology.

4.3.3 Baseline determination

Since the project activity is additional, cf. Seati4.4, the baseline scenario is, as per
ACMO0002 version 10 /10/ defined to be that the teleity delivered to the NECPG by the
project activity would have otherwise been generdig the operation of grid-connected
power plants and by the addition of new generasiouarces, as reflected in the combined
margin (CM) calculated described in the “Tool tdco#te the emission factor for an
electricity system” version 2 /12/. A combined marCM), consisting of the combination
of operating margin (OM) emission factor and thddmargin (BM) emission factor was
calculated. Theex-antemethod was selected on OM and BM calculation basethe most
recent information available at the time of submis®f the PDD for validation.

The NECPG is dominated by coal-fired power platitss deemed likely that coal-fired
power plants will continue to dominate the powertsedue to the local availability of low-
cost coal.
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The baseline determination is transparent and nedoe.

4.4 Additionality
The addtionality of the project has been demoredrdty applying the Tool for the
demonstration and assessment of additionaMgfsion 5.2 /11/ approved by the CDM-EB.

4.4.1 CDM consideration and continued action to sece CDM status
Starting date of the project activity

As for the project, main transformer purchase agper¢ was signed between Longyuan
(Xing'anmeng) Wind Power Co., Ltd. and Shandongk@ailransformer Co., Ltd. on 21
March 2009 /21/; contract of roads construction sigaed between Longyuan (Xing’anmeng)
Wind Power Co., Ltd. and Inner Mongolia Xintai Ctmstion and Installation (Group) Co.,
Ltd. on 22 March 2009 /23/; roads construction pssion was issued by Beijing Hualian
Electric Power Engineering Supervision Co., Ltd. Bh April 2009 /20/. Therefore, the
earliest commitment to financial expenditure isNarch 2009, which is considered as the
starting date.

According to the guidance of EB48 Annex 61, for fhiejects with the starting date on and
after 2 August 2008, the project participant shoilidirm the host country DNA and the
UNFCCC secretariat of the commencement date optbgect activity and their intention to
seek CDM status. The notification to the ChineseADM the commencement date of the
project activity and their intention to seek CDMpport was released by the project owner on
11 April 2009 and confirmed by Chinese DNA on 1yJ@009 /27/. The Prior CDM
Consideration Form was sent to the EB on 20 JuB928nd confirmed by the EB on 23 July
2009 /28/.

It was demonstrated in the following two aspects tBDM was seriously considered in the
decision to implement the project activity.

1) Awareness of the CDM prior to project’s start dde and the key role of CDM benefits
in the investment decision was evidenced through éfollowing chronological events:

No. date Events

The FSR was completed. It showed the project waantially
unfeasible with the IRR of 6.24% /4/, which is lowthan the|
benchmark of 8%. Given the financial unfeasibilitte CDM
development for the project became very crucial.

1 August 2008

The FSR was approved by Development and Reform Gssion

2 | 14 October 2008 of Inner Mongolia Autonomous Region /4/.

The directors’ meeting was held by the Longyuam{anmeng)
Wind Power Co., Ltd. when CDM was considered torasisl the
financial unfeasibility and the decision was madeimplement
investment on the project /18/.

3 5 February 2009

The CDM consultation contract was signed betweenglaan
4 February 2009 | (Xing'anmeng) Wind Power Co., Ltd. and Longyuan i{idg)
Carbon Asset Management Technology Co., Ltd. /19/.
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Meeting for collecting the local stakeholders’ coemts on the
5 15 March 2009 | project activity was held by Longyuan (Xing’anmen®)ind
Power Co., Ltd. /58/.

It is DNV’s opinion that these events describedvabdemonstrate that project developer was
aware of CDM prior to project's commencement daité @DM benefit was a decisive factor
in the decision to proceed with the investment.

2) Continuing and real actions to secure CDM statusin parallel with project's
implementation was evidenced through the followinghronological events:

No. date Events

21 March Main transformer purchase agreement was signed eeetw
1 2009 Longyuan (Xing’anmeng) Wind Power Co., Ltd. and &leng
Taikai Transformer Co., Ltd. /21/.

Roads construction contract was signed between @y

2 Zzzlglgngh (Xing’anmeng) Wind Power Co., Ltd. and Inner MorigoXintai
Construction and Installation (Group) Co., Ltd.//23
24 March Agreement of wind turbines installation was signieefween

3 2009 Longyuan (Xing’'anmeng) Wind Power Co., Ltd. and Hbai
Yuanda Electric Power Construction Co., Ltd. /26/.

Permission of roads construction was issued byirgeidualian
4 11 April 2009 | Electric Power Engineering Supervision Co., Ltd//2

And the project construction was launched on timeesday.

The Form of Prior CDM Consideration was submitted | b
Longyuan (Xing’'anmeng) Wind Power Co., Ltd. to tBlinese
DNA on 11 April 2009; and it was confirmed by thhi@ese DNA
on 1 July 2009 /27/.

Construction Contract of the turbines foundationswsigned
between Inner Mongolia Mangniuhai 1l Wind Power jBod and
Inner Mongolia Third Electric Construction Enginiegr Co., Ltd.
124].

Loan contract of Inner Mongolia Mangniuhai Il Wirdlower
Project was signed between Longyuan (Xing’anmenghaV
Power Co., Ltd. and Wulanhaote Branch of Industraid
Commercial Bank of China /71/.

5 11 April 2009

6 20 April 2009

<

7 22 April 2009

Construction permission of turbines foundation wssued by
Beijing Hualian Electric Power Engineering SupeiisCo., Ltd.
/25/. And the construction period of the wind plavdas launched
on the same day.

8 3 May 2009

The Form of Prior CDM Consideration was submittedhie EB

9 | 20July2009] ;150 July 2009, and confirmed by EB on 23 Julye/(B/.
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10 112A0l899USt The validation started with global stakeholder cotagion.

It is DNV’s opinion that these events describedvabdemonstrate that continuing and real
actions to secure CDM status after project’s staté were taken by project developer.

4.4.2 ldentification of alternatives to the projectactivity consistent with current

laws and regulations

Four alternatives to the projects have been idedtdnd discussed:

a) The project activity undertaken without being régjied as a CDM project activity.

b) Construction of a fossil fuel-fired project with wegalent installed capacity or annual
electricity generation.

c) Construction of a power plant using other sourdesepewable energy with equivalent
installed capacity or annual electricity generation

d) Continuation of the current situation, i.e. progisof equivalent amount of annual power
output by the NECPG.

Alternative b): this alternative is not consistemth current law because Chinese power
regulation /32/ strictly prohibits the installatiofithermal power plants with a capacity below
135 MW in areas covered by the large grids suclprasincial grids /32/. Therefore, the
alternative b) has been excluded from further dismn.

Alternative c): DNV was able to confirm that theoposed project was located in the region
which has no other exploitable sources of renewahkrgy such as hydro power and tidal
resources /31/. In China, for the biomass, solaraA¥ geothermal, the limited technology
and high cost made the development become diffigitliout the policies and government
support /31/. Therefore, the alternative c) is aatredible one and eliminated from further
discussion.

Hence, alternative (a) and (d) are the plausilitrr@tive scenarios which are consistent with
the current laws and regulations and thus will iseubsed at the next steps.

4.4.3 Investment analysis: Choice of approach

As the proposed project generates financial anci@o@ benefits other than CDM related
income through the sales of electricity and therattive for the baseline scenario of the
proposed project is not a similar investment ptpjecbenchmark analysis is justified for
conducting the investment analysis.

4.4.4 Investment analysis: Benchmark selection

According to thelnterim Rules on Economic Assessment of ElectEcajineering Retrofit
Projects/17/, in China a project-IRR of 8% (post-tax) for thealanvestment of a project is
regarded as benchmark for investing on large doaleopower plants, fossil fuel fired plants
as well as wind farm projects. The benchmark of @ust-tax) is therefore appropriate for
this project. DNV was able to confirm this is sbiand reasonable as below:

1. The benchmark was determined by the natiomairdstration of this industry in China;

2. The benchmark is for project and post-tax ddiivestment analysis for this project will
be for project and post-tax;
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3. Thelnterim Rules on Economic Assessment of ElectEogineering Retrofit Projectd. 7/
is referred to the risk premiums of large scaledypower projects and the project is also the
large wind project.

4.4.5 Investment analysis: Input parameters

The input parameters used in the financial analgdighis project are taken from the
feasibility study report (FSR) developed by Chindif-Wind Energy Development Co., Ltd
in August 2008 and approved by Development and iRefoommission of Inner Mongolia
Autonomous Region on 14 October 2008 /4/.

A FSR in China is required to be developed by adtparty accredited for this task directly by
the government. An approval letter of the FSR ssigsl by the government only after it passes
the public assessment of the sector experts destyrizy the government. It is in DNV's
opinion that FSR can be regarded as an accurat&ustdiorthy source of information coming
from a recognized entity once it has the apprceta¢t from the government.

DNV compared the input parameters for the finanaralysis included in the PDD version 4
of 10 September 2010 /1/ with the parameters siatélode FSR /4/ and was able to confirm
that the values applied are consistent with theesbtated in the FSR /4/.

The FSR was approved on 14 October 2008 /4/ argldhly 5 month prior to the decision to
proceed with the project activity (i.e. the stagtuate of the project) which was on 21 March
2009 /21/. Given this relatively short period ahé between the approval of FSR and the
decision to proceed with the project activity iuislikely in the context of the project that the
input values would have materially changed and ithiatthus reasonable to assume that the
FSR /4/ was the basis of the decision to procedu tive investment in the project.

The input parameters used in the financial analysile compared with the data from other
wind power registered CDM projects in the East indengolia, as shown in the table 1. By
comparing the investment costs per kW, rate of @hrual O&M cost to the total static
investment, plant load factor, the other cost p&rdnd material cost per kW etc between the
project and the registered CDM projects in the seegéon Eastern Inner Mongolia, DNV is
of the opinion that all compared parameters of ghgect are within reasonable ranges. In
addition, by applying our sectoral competence, DIW&s able to confirm that the input
parameters used in the financial analysis of thgept are reasonable and adequately
represent the economic situation of the project.

Table 1: Comparison of investment cost per kW, oétthe annual O&M cost to the total static invesi)
plant load factor, other cost per kW and materigt er kW between wind power projects in Eastinne
Mongolia

No. Project name Installed Investment| O&M Plant Other Material CDM
capacity cost per Nl Load | Costper| Cost per Registration
(MW) kW (RMB) (%) factor kw kw Ref. No

%) | (RMB) | (RMB)

Saihanba East 45.05 MW,

1 Windfarm project 45.05 11 909 N/A 28 N/A N/A 0561
Saihanba North 45.05

2| MW Windfarm project 4505 | 10150 N/A 28 N/A N/A 0576

3 Inner Mongolia Chifeng 49.30 10 445 17 28 N/A N/A 0689
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Dongshan 49.3MW Wind
Power Project

Guohua Hulunbeier
4 Xinbaerhu Youqi wind 49.5 9 869 1.2 27 N/A N/A 0981
farm project

Inner Mongolia Chifeng
5 | Saihanba West 30.6 MW 30.60 9 491 2.3 28 19 N/A 0994
Windfarm Project

Inner Mongolia Dali
6 Phase IV 49.5MW Wind 49.50 11 049 3.8 28 9 9 1628
Power Project

Inner Mongolia Dali
7 Phase V 49.5MW Wind 49.50 11719 2.3 25 9 10 1629
Power Project

Inner Mongolia
8 Wudaogou 50.25MW 50.25 9 406 2.4 28 40 0 1487
Wind Power Project

Inner Mongolia
9 | Sunjiaying 50.25MW 50.25 10073 2.4 27 40 5 1488
Wind Power Project

Inner Mongolia Chifeng
10 | Bolike 50MW Wind 50.00 10 372 1.7 28 11 10 1830
Power Project

Inner Mongolia Chifeng
11 | Dongshan Phase Il 50MW 50.00 10180 1.6 28 7 10 1869
Wind Power Project

Huaneng Tongliao
12 | Baolongshan Phase I 49.5 10 800 1.8 28 14 0 2599
Wind Farm Project

Inner Mongolia Tongliao
13 | Huolinhe Wind Power 50.00 9188 2.2 27 30 15 2886
Project

Huaneng Inner Mongolia
14 | Keyouzhonggi Gaoliban 495 11 106 15 26 10 N/A 3080
Wind Farm Project

Guohua Tongliao kezuo
15 | zhonggi Phase Il 49.5MW  49.5 9 885 1.8 24 5.0 5 1825
wind farm project

Guohua Chenbaerhu Qi
16 | Phase | 49.5MW Wind 49.5 9 759 1.43 24 10 5 2472
Farm Project

Inner Mongolia

o Meiyaoshan wind farm®

49.92 9240 2.52 25 25 20 2381
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Huaneng Tongliao
Baolongshan phase I

18 49.5MW Wind power 495 10 736 1.9 28 14 N/A 3084
project
Inner Mongolia Chifeng

19 | Yihegong Windfarm 49.5 9762 2.1 26 34 5 2811

Project

Huaneng Tongliao
20 | Zhurihe Phase | Wind 495 10 657 2.0 26 5 10 3124
Farm Project

Tongliao Kezuozhong
21 | Banner Dailiji Aorimu 49.5 9 799 2.5 25 25 10 3258
Wind Power Project

Inner Mongolia Tongliao
22 | Wind Farm Project Phasel  49.5 10 159 1.9 26 10 8 3264
1l

Inner Mongolia Tongliao
23 | Wind Farm Project Phase| 49.5 9707 2.0 25 9 8 3287
v

Tongliao Naiman Banner
24 | Baxiantong Haritang 49.5 10138 25 25 25 10 3153
Wind Power Project

25 | The proposed project 49.50 8 369 2.9 26 50 10 3465

1) Total static investment

It can be seen from the table 1 above that thesinwent cost per kW of the project is 8 369
RMB /4/, which is close to the range from 9 469 RKB to 11 719 RMB/kKW shown in the
table 1.

The actual cost of wind turbines as per the wintites purchase agreement /22/ is 12.7%
higher than the assumed cost of wind turbinesenR8R /4/; considering the assumed cost of
wind turbines is equivalent to 63.4% of the totalis investment /4/, it can be confirmed that

the investment analysis in the FSR /4/ is conser@aTherefore, the total static investment of

the project is deemed by DNV to be reasonable apdogriate in East Inner Mongolia.

2) Tariff
Due to wind projects in Inner Mongolia being corteecto two different power grids, Inner

Mongolia is divided into two parts in terms of thetermination of the tariff. One part is
Eastern Inner Mongolia, where the proposed pragelctcated.

(1) The tariff used in the PDD is sourced from the F8Rand applicable at the time of

investment decision.

Background

4 The higher tariff is applied by a project for thest 30 000 operation hours, and the lower
tariff of local grid is used after the 30 000 opena hours. In these cases, the tariff
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implementation pattern using two phase differentfais called “Two-phase tariff”.

€ The determination of first 30 000 hours as thegheéd for the relatively higher tariff, is
made with the intension to relieve the corporatifsos the loan pressure.
Due to larger investment cost and operation casthf® wind power projects, normally, a
wind power plant has to pay back the loan in 1®-ydars. During this period, the wind
power plants need the higher tariff to get throtigh threat from huge loan. After the 30
000 hours, the loan is basically taken off andwlved power plants are supposed to be
able to run with the implementation of the averaged power tariff. The explanation
given above is derived from the China Wind Powepdtein 2007 /81/.

Analysis

The project is located in Xingan League, East Inviengolia and supplies the electricity to
NECPG /4/. The tariffs of the proposed project smerced from the FSR which has been
completed by the qualified third party in Augus0804/. Before the finalization of the FSR,
the most recent tariff notification (Fa Gai Jia (2008] No. 1876) /44/ for the wind power
projects located in the same region as the proppesdct has been issued by NDRC on 23
July 2008. In this natification, it clearly statdsat the first phase tariff (within the 30 000
operation hours) is 0.54 RMB/kWh (Incl.VAT) and teecond phase tariff will be the same
as the average tariff of local power grid. Therefothe FSR designer adopted the 0.54
RMB/kWh (Incl.VAT) for the first 30 000 hours in ¢hFSR and 0.4000 RMB/kWh
(Incl.VAT) after the 30 000 hours into the investrhanalysis of the proposed project. And
the FSR has been officially approved by the NDR@uitober 2008, which is before the
project owner made the decision to seek the CDMpedmlated 21 March 2009 /21/.

There was no tendering process in the tariff ddteation for the proposed project.
Furthermore, DNV has checked all the tenderingfications, and confirm that the tariff
adopted in the PDD of the project was not deterthiria a tendering process /47/.

To confirm the suitability of the tariff applied ithe project, DNV studied all wind power
projects in East Inner Mongolia covered by NECPReill tariffs are listed in the Table 2.

Table 2 Project information of the wind power poigeexporting electricity to NECPG in
East Inner Mongolia

Project Name Tariff  (Incl. | Tariff Source

VAT,

RMB/kWh)
Dali Phase Il Wind Power Project (demonstratjob.79 139//54/
project)
Inner Mongolia Chifeng Saihanba West 0.54 Fa Gai Jia Ge[2007]1260 /40
30.6 MW Windfarm Project
Inner Mongolia Sunjiaying 50.25MW Wind Power| 0.54 Fa Gai Jia Ge[2007]1260 /40
Project
Inner Mongolia Wudaogou 50.25MW Wind Power 0.54 Fa Gai Jia Ge[2007]1260 /40
Project
Guohua Hulunbeier Xinbaerhu Yougi Wind 0.54 Fa Gai Jia Ge[2007]1260 /40
Farm Project
Inner Mongolia Chifeng Dongshan 49.3 MW Wind 0.54 Fa Gai Jia Ge[2007]1260 /40
Power project

Page 20




DET NORSKE VERITAS
Report N2009-1346, rev. 03 i&

VALIDATION REPORT DR
Saihanba North 45.05 MW Windfarm Project 0.54 FaJeaGe[2007]1260 /40/
Saihanba East 45.05 MW Windfarm Project 0.54 Fal@aGe[2007]1260 /40/
Inner Mongolia Chifeng Dongshan Phase II 0.54 Fa Gai Jia Ge[2007]3303 /43
50MW Wind power project
Chifeng Sunjiaying Wind Power Project 0.54 Fa Gai@e[2007]3303 /43/
Inner Mongolia Chifeng Bolike 50MW Wind 0.54 Fa Gai Jia Ge[2007]3303 /43
Power Project
Inner Mongolia Keyougiangi Wind Project 0.5325 Fai Gia Ge[2007]3303 /43/
Inner Mongolia Keshiketeng County Wutaohai 0.54 Fa Gai Jia Ge[2007]3303 /43
South Wind Farm 49.5 MW Project
Inner Mongolia Mangniuhai Wind Project 0.54 Fa Giai Ge[2007]3303 /43/
Guohua Tongliao Kezuo Zhongqi Phase 1 49.5 | 0.54 Fa Gai Jia Ge[2007]3303 /43
MW Wind Farm Project
Inner Mongolia Wengniute Banner Wudaogou 0.54 Fa Gai Jia Ge[2007]3303 /43
Wind Power Project (ll)

Inner Mongolia Meiyaoshan Wind Project 0.54 Fa BaiGe[2007]3303 /43/
Inner Mongolia Chifeng Gaofeng Wind Project 0.54 G Jia Ge[2007]3303 /43/
Inner Mongolia Tongliao Baolongshan 49.5MW | 0.54 Fa Gai Jia Ge[2007]3303 /43
Wind Power Project

Inner Mongolia Dali Phase IV 49.5MW Wind 0.54 Fa Gai Jia Ge[2008]1876 /44
Power Project

Inner Mongolia Chifeng Daguangdingzishan Wind 0.54 Fa Gai Jia Ge[2008]1876 /44
Power project

Inner Mongolia Chifeng Daheishan Wind Power | 0.54 Fa Gai Jia Ge[2008]1876 /44
Project

Inner Mongolia Dali Phase V 49.5MW Wind 0.54 Fa Gai Jia Ge[2008]1876 /44
Power Project

Huadian Tongliao Beiginghe 300 MW Wind Farm| 0.5216 China Wind Power

Project Report 2008 /47/

By checking “Development Report of New Energy armh&vable Energy of China” /38/ and
“China Electric Power Yearbook 2006” /13/, DNV ceonfirm that the “Dali Phase Il Wind
Power Project” (as shown in the table 2) is a destration project which was put into
operation with the financial aid from the natiodabt fund /39//54/ and consequently with a
high tariff of 0.79 RMB/kWh (Incl. VAT) /74/. Howear, with the maturity of wind power
market, the financial aid and high tariff are imgibe to obtain for the current wind power
projects in the region.

From 2006 to now, there were totally 24 wind pof@ms in East Inner Mongolia. Except
for two projects obtaining slightly lower tariff§ 6.5216 RMB/kWh and 0.5325 RMB/kWh
(Incl. VAT) respectively approved by NDRC /43//4Mhe tariffs of all the rest 22 projects
have been fixed 0.54 RMB/kWh (Incl. VAT) respectivapproved by NDRC.

Therefore, DNV can confirm that the first phaséftarf 0.54 (Incl. VAT) in the FSR sourced

from the tariff notification from the grid compam4/ is reasonable and appropriate.

For the second phase tariff of 0.4000 RMB/kWh (INEAT), it is conservatively estimated
by the FSR design institute and verified to be bigthan the average tariff of local grid.
According to the tariff notification approved byettNDRC /41/ - /44/, the first phase tariff is
0.54 RMB/kWh (Incl.VAT) and the second phase tagff.2599 RMB/kWh (Incl. VAT) /85/.

The second phase tariff of 0.4000 RMB/kWh (Incl.\)Adpplied by the project activity is

Page 21




DET NORSKE VERITAS
Report N2009-1346, rev. 03 i&

VALIDATION REPORT DNV

higher than the average tariff of local grid in 20(0.2599 RMB/kWh) /85/, which is
considered to be conservative.

To sum up, DNV can confirm that the applied tasfiurced from the FSR, i.e. 0.54
RMB/kWh (Incl. VAT) for the first 30 000 operationours and 0.4000 RMB/kWh (Incl.
VAT) after the 30 000 operation hours, is apprdpriand conservative. With the application
of 0.54 RMB/kWh (Incl. VAT) for the first 30 000 lios and 0.40 RMB/kWh (Incl. VAT) for
the rest time of operation period, the project IRR be 7.28%, which is lower than the
benchmark. Therefore, it is able to demonstratettieaproject is additional.

Furthermore, PP has respectively introduced thgahtwan rate and investment into its IRR
calculation. By doing so, the project IRR will b@ner than the benchmark of 8% with the
application of 0.54 RMB/kWh (Incl. VAT) for the wkeperiod. The analysis has been shown
below,

4 According to the Lol of long-term loan from the kaf71/, the actual loan rate for project
activity is 5.346%, which is lower than the definedue in the FSR. When the actual loan
rate was taken into the IRR calculation, along wite 0.54 RMB/kWh (Incl. VAT) for
the whole period, the project IRR will be up 7.90%.

As clarified by the Beijing Hualian Electricity Magement Company (one third party),
the actual investment of project activity is 42®94illion RMB /87/. When the atual
investment is taken into IRR calculation, alonghwite 0.54 RMB/kWh (Incl.VAT) for
the whole period, the project IRR will be up to %4

After cross-checking whether the IRR will cross Hemchmark with the application of actual
investment and loan rate, the project IRR is dstiver than the benchmark of 8%. In
conculsion, with the application of highest tafiéf the first 30 000 hours (0.54 RMB/kWh,
Incl.VAT) and the tariff of 0.4000 RMB/kWh (Incl. AT) after 30 000 hours, the project IRR
is 7.28%, still lower than the benchmark of 8%.

&

(2) In accordance with the Annex 32 EB %®3arifications on the Implementation of E+/E-
Clarifications in the Context of Cases on the AgeotlEB53 the analysis is as follow:

The policies after 11 November 2001 did not impache tariff applicable to the project.

In 2002, Plan for Electricity Power Refornwas issued by State Council of China, on 10
February 2010 and came into effect on 10 Februaty) 253/. In brief, the reform makes the
grids be operated under the commercial environimstead of being state-owned.

Projects starting before the reform have signifiadifferent commercial circumstances than
the projects opearted after the reform. Hence ttegy not be compared with the proposed
project considering the difference period and défe tariff determination mechanism.
Therefore, the projects starting before the refarmexcluded from the comparison from the
proposed project.

On 10 December 2002, China National DevelopmentRiadning Committee (previous body
of NDRC) issued the FSR approval fhangsu Qidong Wind Power Proje@i Ji Chu [2002]
No. 2692 /82/) where the two phase tariffs havenltearly stated. It is considered to be the
first tariff notification indicating the two phaseriffs. After the issuance of FSR approval /82/,
the two phase tariff has been applied by the ptqQJengsu Rudong Wind Power Project
(UNFCCC Ref. 0491). Therefore, the Policy decisiorapply a higher tariff for the first 30
000 hours has been implemented since 2002.
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On 30 June 2004, theDM Management Regulatiomith regard to the application for CDM,
was issued by NDRC /83/. This document was issugel ghe first two phase tariff
notification (Ji Ji Chu [2002] No.2692 /82/). Hendecan be confirmed that the issuance and
implementation of the two-phase tariff notificatieffected on 10 December 2002 has been
verified to be without CDM consideration.

In 2006, China has issued TRenewable Energy Law of the People’s Republic afia&Cd8/
and Interim Measures for Renewable Energy Power Tamifi Cost-sharing84/ and some
other policies to increase the share of domesticdwiower equipments in wind power
industry, and reduce the wind power generation anstincrease the investment incentives.
From now on, the wind power projects grew rapidlyGChina. The above mentioned policies
are listed below:

# The Renewable Energy Law of the People’s Republic afi&effected since 1 January
2006 /48/. Where, the information of two phaseffthias been included.

¢ Interim Measures for Renewable Energy Power Tariff Cost-sharingvas issues by the
Chinese NDRC in January 2006 /84/ with the targestimulate the development of
renewable power projects including the wind powejgrt. As stated in this document
184/, the tariff of wind power projects should hédged by the government.

Based on thénterim Measures for Renewable Energy Power Tariil Cost-sharing84/,
NDRC has issued the tariff notifications for winebjects in China to perform as guidance for
tariff determination, as shown below,

& Tariff approvals ([2006] N0.2908), issued by NDRE 22 December 2006 /41/.
& Tariff approvals ([2007] No.1260), issued by NDRE®June 2007 /42/.

& Tariff approvals ([2007] N0.3303), issued by NDRE3December 2007 /43/.
& Tariff approvals ([2008] N0.1876), issued by NDRE28 July 2008 /44/.

DNV’s validation team has reviewed each tariff agyai given above. It is clearly identified
on each tariff approval that the approved tari# anly for the first 30 000 hours, and the
average tariff of local grid should be executeératie first 30 000 hours.

In order to further substantiate the implementatbpolicy with regards to two phase tariff,

the DNV validation team has reviewed all registenaad power projects in China and found

36 ones in China using the two-phase tariff (rédethe table 3 below). The review was able
to confirm that the two phase tariffs have beenlemgnted in China since 2002 and has
never stopped.

Table 3 Registered Projects using the two phaséfidan China

No | Referen| Project Name Registration | Source link
ce No. Date

1 3153 Tongliao Naiman Banner | 27 Jun 10 http://cdm.unfccc.int/Projects/DB/DNV-
Baxiantong Haritang Wind CUK1258970138.88/view
Power Project

2 2598 Huaneng Jilin Tongyu Phase21 Jun 10 http://cdm.unfccc.int/Projects/DB/BVQIL
Il Wind Farm Project 242974589.56/view

3 3258 Tongliao Kezuozhong 14 Jun 10 http://cdm.unfccc.int/Projects/DB/DNV-
Banner Dailiji Aorimu Wind CUK1262929581.35/view
Power Project
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4 3241 Huadian Gansu Guazhou | 24 May 10 http://cdm.unfccc.int/Projects/DB/DNV-
Ganhekou No. 7 Wind Farn CUK1261995235.23/view
Project

5 2615 Inner Mongolia Chifeng 3 May 10 http://cdm.unfccc.int/Projects/DB/DNV-
Saihanba Tashanzi Wind CUK1243934217.91/view
Power Project

6 3105 Datang Chifeng 02 Apr 10 http://cdm.unfccc.int/Projects/DB/DNV-
Bolike Il Wind Power CUK1256589807.79/view
Project

7 2593 Inner Mongolia Keyougiangi 15 Mar 10 http://cdm.unfccc.int/Projects/DB/DNV-
Wind Farm Project CUK1242803353.52/view

8 2617 Inner Mongolia Chifeng 04 Mar 10 http://cdm.unfccc.int/Projects/DB/DNV-
Saihanba Qingmachang CUK1243935386.29/view
Wind Power Project

9 2766 Gansu Jingtai 45MW Wind| 03 Mar 10 http://cdm.unfccc.int/Projects/DB/TUEV}
Power Project RHEIN1247703700.0/view

10 | 1924 Liaoning Faku Heping Wind 01 Mar 10 http://cdm.unfccc.int/Projects/DB/DNV-
Power Project CUK1214931141.79/view

11 | 2864 Liaoning Kangping 24 Feb 10 http://cdm.unfccc.int/Projects/DB/TUEV-
Furaoshan Wind Power SUED1249387437.04/view
Project

12 | 2951 Inner Mongolia Bayannaoer 12 Feb 10 http://cdm.unfccc.int/Projects/DB/SGS-
Chuanjingsumu (1V) UKL1251976657.48/view
Wind Power Project

13 | 2777 Heilongjiang Shaobaishan| 28 Dec 09 http://cdm.unfccc.int/Projects/DB/BVQI1
Wind Power Project 248251636.98/view

14 | 1577 CGN Inner Mongolia 23 Dec 09 http://cdm.unfccc.int/Projects/DB/DNV-
Zhurihe Phase | Wind Farm CUK1200642678.34/view
Project

15 | 2886 Inner Mongolia Tongliao | 18 Dec 09 http://cdm.unfccc.int/Projects/DB/DNV-
Huolinhe Wind Power CUK1249456347.48/view
Project

16 | 2883 Gansu Balyin Pingchuan | 14 Dec 09 http://cdm.unfccc.int/Projects/DB/TUEV-
Jiancaitang 45MW Wind SUED1249417862.09/view
Farm Concession Project

17 | 1815 Inner Mongolia 27 Oct 09 http://cdm.unfccc.int/Projects/DB/BVQI1
Huitengliang Phase Il Wind 207768950.28/view
Power Project

18 | 2153 Inner Mongolia Baotou 12 May 09 http://cdm.unfccc.int/Projects/DB/DNV-
Bayin Wind Power Project CUK1218624488.68/view

19 | 2109 CGN Gansu Anxi Daliang | 29 Apr 09 http://cdm.unfccc.int/Projects/DB/DNV-
49.5MW Wind Power CUK1218548297.8/view
Project

20 | 2007 Hebei Haixing 49.5MW 06 Mar 09 http://cdm.unfccc.int/Projects/DB/TUEV}
Wind Farm Project SUED1218101320.07/view

21 | 2140 Hebei Chongli Qingsanying 23 Feb 09 http://cdm.unfccc.int/Projects/DB/TUEV-
49.3MW Wind Farm Project SUED1218616949.73/view

22 | 2088 Hebei Yuxian 23 Feb 09 http://cdm.unfccc.int/Projects/DB/TUEV-
Kongzhongcaoyuan SUED1218534453.07/view
49.5MW Wind Farm Project

23 | 2021 Shandong Haiyang 08 Feb 09 http://cdm.unfccc.int/Projects/DB/DNV-
Qiuershan Wind Power CUK1218168872.11/view
Project

24 | 2113 CGN Inner Mongolia 28 Jan 09 http://cdm.unfccc.int/Projects/DB/DNV-
Huitengliang 300MW Wind CUK1218552183.25/view
Power Project

25 | 2068 Jilin Tongyu Tongfa Wind | 26 Jan 09 http://cdm.unfccc.int/Projects/DB/DNV-
Power Project CUK1218468288.41/view

26 | 2169 Jiangsu Rudong Lingyang| 12 Jan 09 http://cdm.unfccc.int/Projects/DB/TUEV-
Wind Power Project SUED1218638332.96/view
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27 | 2193 Gansu Yumen Sanshilijingzi08 Jan 09 http://cdm.unfccc.int/Projects/DB/TUEV-
Wind Power Project SUED1218655051.51/view

28 | 2135 Inner-Mongolia Ximeng 16 Apr. 09 http://cdm.unfccc.int/Projects/DB/RWT\
Abag 49.5MW Wind Power V1218614638.67/view
Project

29 | 1992 Expansion Project of 26 Jan 09 http://cdm.unfccc.int/Projects/DB/TUEV-
Huadian Inner Mongolia SUED1217944278.42/view
Huitengxile Wind Farm

30 | 2170 CECIC HKC Danjinghe 29 Dec 08 http://cdm.unfccc.int/Projects/DB/DNV-
Wind Farm Project CUK1218638823.56/view

31 | 1837 Zhejiang Cixi Wind Farm | 09 Dec 08 http://cdm.unfccc.int/Projects/DB/TUEV-
Project SUED1210258122.12/view

32 | 1789 Shandong Tuoji Island 20 Nov 08 http://cdm.unfccc.int/Projects/DB/DNV-
Windfarm Project CUK1207658366.01/view

33 | 1627 Shibeishan Wind Power 17 Sep 08 http://cdm.unfccc.int/Projects/DB/DNV-
Generation Project in Huilai CUK1203852135.01/view
County, Guangdong
Province

34 | 0897 Jilin Tongyu Tuanjie wind | 07 Apr 07 http://cdm.unfccc.int/Projects/DB/DNV-
project, 100.3 MW CUK1169716720.28/view

35 | 0823 Huadian Inner Mongolia 29 Mar 07 http://cdm.unfccc.int/Projects/DB/TUEV}
Huitengxile 100.25MW SUED1166704457.57/view
Wind Farm Project

36 | 0256 Jilin Tongyu Huaneng 12 Aug 06 http://cdm.unfccc.int/Projects/DB/TUEV}
100.05MW Wind Power RHEIN1149172847.67/view
Project

In July 2009, theéNotice of improving tariff regulation for wind powprojectswas issued by
NDRC /45/. To be significantly noted in this docemt, the four wind power resource areas
are defined based on the wind resources, consiructinditions, and the previously guiding
tariff. The four regions are defined as the follogii

Wind Resource Region I: Inner Mongolia AutonmousgiBe (excluding Chifeng city,

Tongliao city, Xingan league and Hulunbeier cityyulumugi city, Kazakhstan minority
autonomous prefecture in Yili city, Muslim minorigutonomous prefecture in Chuangji city,
Karamay city, Shihezi city, Xinjiang Uygur Autonomm® Region. The on-grid tariff for wind
resource region | is stipulated to be 0.51 RMB/k\(#cl.VAT) (effected since 1 August
2009).

Wind Resource Region Il: Zhangjiakou city and Chaangity in Hebei province; Chifeng city,
Tongliao city, Xingan league and Hulunbeier citylimer Mongolia Autonomous Region;
Zhangye city, Jiayuguan city, Jiuquan city in Gapsavince. The on-grid tariff for wind
resource region Il is stipulated to be 0.54 RMB/k\(#icl.VAT) (effected since 1 August
2009).

Wind Resource Region lll: Baicheng city and Songywéy in Jilin province; Jixi city,
Shuangyashan city, Qitaihe city, Suihua city, Yichuity and Greater Khingan Mountains in
Heilongjiang province; Gansu province (excludingadgye city, Jiayuguan city, Jiuquan
city); Xinjiang Uygur Autonomous Region (excludiMgulumugi city, Kazakhstan minority
autonomous prefecture in Yili city, Muslim minorigutonomous prefecture in Chuangji city,
Karamay city, Shihezi city); Ningxia Muslim Auton@ms Region. The on-grid tariff for
wind resource region | is stipulated to be 0.58 RI¥Bh (Incl.VAT) (effected since 1 August
2009).

Wind Resource Region IV: The other places thanatecovered by regions |, Il, Ill. The on-
grid tariff for these region is 0.61 RMB/kWh (IN¢AT) (effected since 1 August 2009).
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As per the definition of four wind resource regiptise proposed project is located in Xiliu
Town, Tuquan County, Xing’an League, which corresf®to region Il. The stipulated tariff
for this region is 0.54 RMB/kWh (Incl.VAT).

To be particularly noted in this policy, the prevsty issued tariff notifications from NDRC
are still valid. It has entered into power on 1 Asg2009. The starting date of the proposed
project is on 21 March 2009, prior to the issuaotthe policy, and thus the project can not
be affected by this policy.

(b) As the policies after 11 November 2001 did nompact the tariff applicable to the
proposed project, the step (b) of Annex 32 of EB 58 not applicable.

(c) Explanation of differences of tariffs in the q@antitative manner.

From the table above, DNV is able to conclude thattariff for wind power projects located
in East Inner Mongolia has been fixed at 0.54 RMBK(Incl. VAT) for the first 30 000
hours since 2007. Therefore the historical highesff in East Inner Mongolia is 0.54
RMB/kWh (Incl. VAT) for the first 30 000 hours. Thgroposed project has applied the tariff
of 0.54 RMB/kWh (Incl. VAT) for the first 30 000 los. There is no difference in the
proposed tariff from the historical highest tarffo the explanation of differences of tariffs is
not applicable for the proposed project.

Conclusion

The proposed tariff of 0.54 RMB/kWh (Incl. VAT) fahe first 30 000 hours applied by the
project activity has been the historical highesfftalhe conservatively estimated tariff after
the first 30 000 hours is higher than the averagiéf of local grid. With the application of
these two tariffs, the project IRR is 7.28%, whiststill lower than the benchmark. So the
project is still additional.

In conclusion, DNV can confirm that the higher fafor the first 30 000 hours and a
conservatively estimated tariff (higher than therage tariff) for after 30 000 hours used in
the IRR estimation are valid and the project agtivias been considered suitable as the
application of the highest tariff issued for simi¥gnd power projects in East Inner Mongolia.

3) Percentage of O&M costs

The O&M costs for wind power projects may vary bie slocation, conditions for
transportation, applied technology, number of tueli and regional inflation. The annual
O&M costs mainly consist of maintenance costs,rgadad welfare, material cost and other
expenses. As shown in the table 1, the ratio ofaheual O&M cost to the total static
investment for the proposed project is 2.9%, wihschithin the range of the value from 1.2%
to 3.8% of the compared projects. Therefore, dldemed by DNV the annual O & M costs of
the project are conservative and appropriate.

4) Annual Power Generation

The annual power generation is equal to the irstatlapacity times the annual plant load
factor (PLF). When the installed capacity of a pobjis fixed, the annual power generation
will be propotional to the PLF; the higher annu&lFPthe more annual power generation.

Page 26




DET NORSKE VERITAS

Report N2009-1346, rev. 03 i&

VALIDATION REPORT DNV

Therefore, the PLF is a significant indicator ire throcess of analysizing the annual power
generation.
The PLF of the proposed project (26%) is sourcethfthe FSR /4/ which is completed by
the qualified third party China Fulin Wind Power \B&pment Corporation. The FSR of
proposed project has been approved by the Innerghlian Development and Reform
Committee on 14 October 2008 /4/. Therefore, thE Béfined in the PDD is in accordance
with the option (b) of EB 48 Annex 11, i.e. “Theapt load factor determined by a third party
contracted by the project participants (e.g. anrexgging company)”.
In accordance with the “Specification for CompiliRgasibility Study Report of Wind Power
Projects” /77/, there are two requirements to Hvieed for the FSR designer, as shown
below,
+ The data of average monthly and average yearly wpsdds should be taken from
the local weather station for the most recent 3rgie
+ The data of monthly wind speeds for at least oreg yeeasured by the anemometer
tower installed at the project plant.

1) The data of average wind speeds has been takenthe 35-year data collected at local
Weather Station

The 35-year wind speed data from 1972 to 2007 té&ken the Tuguan Weather Station, the
nearest station to the project site, has been takenthe estimation of operation hours for
proposed project, then computing the PLF /4/. Téta @& recorded on a monthly basis. As per
the FSR /4/, the interval from August of the figstar to July of the second year is called one
year. Before the finalization of FSR in August 200% most recently 30-year data is the data
from 1977 to 2007. For the sake of conservativertbesFSR designer has used the 35-year
data from 1972 to 2007 to do the calculation.

The annual wind speeds for the period August 2@0@uly 2007 were recorded by the
anemometer tower and compared with corresponditagfdathe past 30 years wind record at
the local weather station as described in the FBR. conservative assumptions, like the
largest wind speed in the past 35 years, the tenmel of wind, wind density distribution etc.,
have been considered in the process /4/. By ut@izhe software WASP, the average wind
speed and wind density at different hights havenlmedculated and concluded /4/. Then it is
concluded that the wind resource in the projeca &@ood and has the development potential
/4/. China Fulin Windpower Engineering Co., Ltdoeunended that the site has the potential
to develop wind projects based on the whole wirsduece analysis /4/.

2) The one-year local wind speed data from Aug0662o July 2007 has been measured and
collected by the anemometer tower installed aptiogect plant.

As per the FSR /4/, the wind speed from August 2@08uly 2007 has been recorded on an
hourly basis. As per the FSR /4/ a8fecification for Compiling Feasibility Study Refpof
Wind Power Projecté77/, the PLF has been estimated on the basiseobrie-year measured
data collected at the anemometer tower and thegmonding average wind speed over 35
years by using the professional software WASP, wigca prevailing practice in global wind
industry. Therefore, it can be considered by DNVidadion team that the one-year measured
data at the project site is weighting as signifiasthe 35-year data.

Based on the analysis above, it is able to condhdethe estimation of PLF for the project
activity is accurate and in accordance with cursartoral specification.
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According to the guidance of VVM version 1.1 pagggrs 109 and 110 /9/, the suitability of
estimated PLF for the proposed project has beehdusubstantiated below,

According to the FSR /4/, the average wind speext 8% years is calculated to be 4.29 m/s.
The wind speed after 1990 is almost lower thanatherage wind speed. In order to validate
the suitability of PLF, the data in 2008 and 2008/ has been requested to be provided so as
to demonstrate whether the actual wind speedliserwith the trend. As shown in the table 4,
the actual average yearly wind speed is slightlyelothan the average wind speed.

Table 4 Yearly Average Wind Speed from Tuquan 8tafiom 1972 to 2009
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From the table above, it can be found that thelyearerage wind speeds in 2008 and 2009
are lower than the average wind speed of 4.29 Tisrefore, it is able to conclude that the
PLF described in the FSR /4/ based on the dataglir®72 and 2007 is conservative and
reasonable.

3) Comparing the PLF of proposed project with tegistered projects has been conducted
within East Inner Mongolia

Under the guidance the VVM version 1.1 paragrafd® dnd 110 /9/, the analysis about the
PLF of project activity has been conducted in Haser Mongolia due to the similarity of
regulatory framework, investment climate, accestettnology and access to technology in
the same region.

The PLF of proposed project activity has been caagpavith the value of registered projects
in East Mongolia. As shown in the table 1 above, BiLF of the proposed project (26%) is
verified to be within the range of similar regigérproject from 24% to 28%. Based the
comparison above, the PLF of proposed projectii$iee to be reasonable.

Furthermore, the estimated PLF of the proposeceptdjas also been cross checked with the
actual value. The actual gross power generatiom ftoJanuary 2010 to 31 July 2010 (212
days) is 47 655.4 MWh /76/. The actual PLF durimg period is calculated to be 18.92% (47
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655.4 MWh / (49.5 MWX 212 X 24h)), which is lower than the estimated PLF (26@0)
the FSR.

By comparing the PLF of proposed project with thgistered wind power projects in East
Inner Mongolia, DNV can confirm that the PLF of theoposed project is reasonable and
appropriate.

5) Other Cost and Material Cost

As per the explanation to the “other cost” madeh®yFSR design institute China Fulin Wind
Energy Development Co., Ltd /60/, the “other caeskW” of 50 RMB applied in the project
investment analysis includes additional productexpenses, administrative expenses and
operating expenses. The composition of the “otlostst defined in “Economic Evaluation
Method and Parameters for Project Construction”sieer 3 /55/ is the basis of FSR
preparation. As shown in the table 1, the “othestg€bof 50 Yuan/kW used in the project
financial analysis is beyond the range from 7 tord@n/kW of the similar projects. However,
the “other costs” of the project has been claritigothe FSR institute to be within the range
of the empirical values of 40 to 60 RMB/kW /60/.uBh the “other costs” involved in the
project investment analysis is appropriate andomsisle.

The material cost of 10 Yuan/kW is estimated by F$R design institute with the basis of
the installed capacity, through the commonly agpéstimation method /60/. As shown in the
table 1, the material cost of 10 Yuan/kW is witlire range from O to 15 Yuan/kW of the
similar registered projects. Therefore, it is dedny DNV that the material cost of the
project is reasonable and appropriate.

6) Taxes

The taxes and depreciation rate applied in theeptdjnancial assessment
Value added tax 8.5% Source: FSR /4/
Income tax 25%
Education tax (of the VAT) 3%
City building tax (of the VAT) 5%
Residual Value Rate 5%
Depreciation Rate 6.33%

The income tax rate (25%) and depreciation rat@3¢6) is consistent with the law of the

People’s Republic of China on Enterprise Income /&3¢ and the government document of
Decree No. 70 of Guoshuifa [2003] issued by theeStaiministration of Taxation /64/. The

Value Added Tax (VAT) of the project is 8.5% basad the fact that it is a wind power

project and thus is entitled to enjoy the half t@e policies /66/. The education tax (of the
VAT) of 3% is in line with the Interim Provision oBRducation Tax Law /67/. The City

Building tax (of the VAT) of 5% is in accordancetiwithe National City Tax Law /68/. The

residual value rate of 5% is in line with the goweent document of Decree No. 70 of
Guoshuifa [2003] issued by the State Administratbaxation /64/.

According to the guidance of EB51 Annex 58, theeriest payable should be taken into
account of the income tax calculation in cases @/ttee benchmark applied in the investment
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analysis is post tax. As for the proposed projiet,IRR benchmark of 8% is post tax and the
interest payable has been verified to be includetie calculation of the income tax.

In conclusion, the taxes involved in the projecRIRalculation are deemed by DNV to be
reasonable and appropriate.

By in addition applying our sectoral competence,\DINas able to confirm that the input
parameters used in the financial analysis are nedde and adequately represent the
economic situation of the project.

4.4.6 Investment analysis: Calculation and conclusn

The project-IRR calculations were provided in aespisheet /6/. The calculations were
verified and found to be correct by DNV. The asstioms used in the calculations were
deemed to be correct by DNV. The project-IRR (ptasf) over 20 years without CDM
revenues is 7.28%, demonstrating that the projecthe absence of CDM benefits and
compared to the benchmark is not financially ativac With CER revenues the project-IRR
(after tax) increases to 9.54%, which is abovebrechmark of 8%.

4.4.7 Investment analysis: Sensitivity analysis

A sensitivity analysis was carried out for parametontributing more than 20% to revenues
or costs in order to check the robustness of tienfiial analysis. Reasonable variations of the
total investment, annual operational and maintemarusts, annual output and on-grid tariff

were checked by calculating the variation necessaryeach the benchmark and then

discussing the likelihood for that to happen. Nohéhe parameters in the sensitivity analysis
are considered to have any significant positiveetation.

DNV was able to verify that the project IRR willagh the benchmark only if the above
mentioned parameters change by values as mentimied:

Total Investment costs Annual O&M Costs| Annual generation output Tariff
-4.90% -21.00% +4.55% +4.75%
However, it is unlikely that these situations wilppen as demonstrated in the following:

» Total investment costs The prices for the wind turbines and accessonypegents
were increasing as the turbine demand was boomimongl the project purchase
period /34/. Furthermore, the price for the cortam materials, especially steels,
was rising up /35/. According to the FSR /4/, thgpexted total expense of wind
turbines is equivalent 63.4% of the total statiestment, while the actul expense of
wind turbines based on the wind turbines purchageement /22/ is 12.7% higher
than the assumed expenditure in the FSR /4/. Acogrib theSettlement Form for
Check and Acceptance of the Completed Prpjestied by Beijing Hualian Electricity
Management Company /87/, the actual total investroéproject activity is 429.989
million RMB. It is higher than the estimated valoe414.29 million RMB in the FSR
/14/. Therefore, the total investment assumed inRBR /4/ is deemed by DNV to be
realistic and conservative and is unlikely to dasesby 4.90% to reach the benchmark.
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Annual O&M costs: According to the FSR /4/, the project is locatedisite where
the altitude is from 240 to 267.3 m and the avetageperature is 5.4 °CThe high
altitude and cold environment where the projectraies /4/, make it unlikely for
O&M costs to decrease. Furthermore, the pricestlier materials and employee
salaries have been increasing in China /35/, whidio result in the increase of the
O&M costs. Therefeore, the project O&M cost is @s@nable to decrease by 21.00%.

Aunnual Generation Output: According to the FSR /4/, the annual electricityput

is equal to the installed capacity times the anfu#; when the installed capacity is
ensured, the annual generation output will be detexd by the PLF. The PLF of the
proposed project is estimated on the basis of syE972 - 2007) statistics of local
wind power monitoring data kept by the local mebtdogical station /4/ and one-year
measurement data kept at the anemometer towee g@irthect site /78/. The PLF has
been determined in accordance with 8ecification of Compiling Fesibility Study
Report for Wind Power Projed¢?7/. Even if the most recent wind speed data0ig2
and 2009 was involved in the PLF determination @ss¢the average wind speed was
in line with the trend from 1972 to 2007 and lowikan the average wind speed.
Therefore, the project PLF can not be higher ti@ncurrent value (26%). Therefore,
it is highly unlikely to increase the annual opemaal hours at the project site to result
in a 4.55% increase in electricity generation dyitime whole crediting period.

Electricity Tariff: Based on the analysis of tariff in the section@}.the tariff of 0.54
RMB/kWh (Incl. VAT) for the first 30 000 hours assed in the FSR /4/ is in line
with the trend of the tariff in East Inner Mongobince 2006. Based on the stable
tariff trend in East Inner Mongolia, it is unliketpat the tariff for the first 30 000
hours will increase by 4.75% to make the IRR rethehbenchmark.

Furthermore, the assumed tariff for the first 30 G@urs can be cross checked to be
realistic and conservative with the latest guidimige of 0.54 RMB/kWh (Incl. VAT)
issued by NDRC of China for wind power projectghe East Inner Mongolia on 20
July 2009 /45/. Therefore, the tariff of 0.54 RMB/k (Incl. VAT) applied to the
project activity was guided by the NDRC, was appaip and conservative.

For the second phase tariff, the conservativelynesed tariff of 0.4000 RMB/kWh
(Incl.VAT) has been higher than the average tgfifR599 RMB/kWh) at the local
area. Since the local grid is dominated by thenpoaler generation, the average tariff
is determined by the thermal power tariff. The thak power tariff in Inner Mongolia
is 0.2599 RMB/kWh (Incl.VAT) in the year 2008. Theerage inflation rate of project
activity is 2.98% from 1995 to 2009 /86/. The thalmpower tariff is calculated to be
increased to 0.392 RMB/kWh (from the™ & 21" year). Therefore, it is considered
that the tariff after 30 000 operation hours isikely to be 4.75% higher than the
currenct value. Based on the analysis above, tifest0.54 RMB/kWh, Incl.VAT for
the first 30 000 hours and 0.40 RMB/kWh, Incl.VATtest 30 000 hours) of the
proposed project are unlikely to increase by 4.75%.

The sensitivity analysis shows that even if consiethe reasonable variations of those
critical parameters, without the income from CERRS, the project activity is unlikely to be
financially attractive.
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4.4.8 Common Practice Analysis

In China, the regulatory framework, investmeningte, access to technology, and access to
finance are similar within a same province. Heritds reasonable that Inner Mongolia
Autonomous Region is selected for common practedyais.

According to the ACMO0013 (version 2.1) /51/, thengar project scale should be defined as
the range from 50% to 150% of the project instattedacity. Therefore, the scale of similar
projects is chosen as 25 MW to 75 MW. Since thempilgation of Electric Power Industry
Reform by the state council in February 2002, thedamental change has been brought into
the electric power industry /53/. Therefore, thmdibenchmark of the common practice is
defined as 2002.

Referring toChina Wind Farms Capacity Statistic in 202/, it shows that most of these
wind power projects have applied for CDM projecksept for one project “Dali phase |l
wind power project” /54/. However, the project D&hase Ill is a demonstration project
supported by national debt fund /54/. Thus, it barconcluded that the project activity is not
a common practice.

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

4.5 Monitoring

The project applies the approved monitoring methmgio ACMO0002 version 10
“Consolidated monitoring methodology for zero enuss grid-connected electricity
generation from renewable sources” /10/. The setentonitoring methodology is applicable
for the project activity as it involves grid-conted renewable power generation using wind
energy. The monitoring plan is in accordance witle tmonitoring methodology. The
monitoring plan will give opportunity for real measments of achieved emission reductions.

Monitoring of sustainable development indicatorsi@ required by the Chinese DNA. The
environmental impacts are considered minor and Je# monitored by the local
environmental authority during the project lifetime

45.1 Parameters determined ex-ante

The combined margin emission factor is determimedante based on the most recent
information available; the detailed calculationstioé combined margin emission factor are
described in the following section 4.6. The parareeare listed in below table:

Data and Parameters Unit Ex-ante Determined Value
Operating margin of NECPG (OM)| tCO,/MWh 1.1293
Build Margin of NECPG (BM) tC@MWh 0.7241
Emission factor of NECPG (CM) tCGMMWh 1.0280

4.5.2 Parameters monitored ex-post

The power exported to and imported from the NECPI( lve monitored continually and
recorded on a monthly basis by the project owner thie grid company. In addition, the

Page 32




DET NORSKE VERITAS
Report N2009-1346, rev. 03 i&

VALIDATION REPORT DNV

electricity sales receipts will be provided foralguality control and cross check. These shall
be further verified during verification.

The net electricity generated from the project Wwédlmeasured through metering equipment at
the 220 kV substation. The data will be archivedXyears following the end of the crediting
period by means of electronic and paper backupgyoean (Xing'anmeng) Wind Power Co.,
Ltd. will be responsible for the overall monitoriagd reporting and will keep all the date and
material.

The metering equipment will be calibrated and cledcannually by the qualified third party
appointed by the NECPG according to the requirerfrent Technical administrative code of
electric energy metering (DL/T448-2008%/. The accuracy of the meters will be no lessith
0.5s.

4.5.3 Management system and quality assurance

The project’s monitoring plan includes:
- Monitoring system, which describes the positidreve the monitoring meters are located.

- Monitoring structure, which describes the orgatianal structure of the monitoring team
and the responsibility of the staff.

- Quality assurance and quality control, which uggs the data quality monitoring,
calibration, corrective actions and internal audits

- Monitoring training.

A CDM Monitoring Team will be established consigtiof the project manager, CDM
manager, technical staff and statistic staff. Tdant leader holds the overall responsibilities
to the monitoring of the project.

Detailed procedures including description of thgpomnsibility, training, procedure reference,
equipment details, calibration and maintenance heen elaborated in the PDD. The CDM
monitoring team of Longyuan (Xing’anmeng) Wind Pov@®., Ltd. will assign and train the
dedicated people carrying out the monitoring waskaading to the CDM monitoring manual
/49/. These will be maintained and implementednabée subsequent verification of emission
reductions.

4.6 Estimate of GHG Emissions

The emission reduction ERby the project activity during the crediting pefios the
difference between baseline emissions JBRroject emissions (REand emissions due to
leakage (L), as follows:

1) Baseline emissions: baseline emissions, (BEtCO,) are the product of the baseline
emissions factorgFy in tCO,/MWh) times the electricity supplied by the projexttivity to
the grid EG, in MWh).

2) Project emissions: there are no emissions fileenproject which is a renewable energy
project.

3) Leakage: no leakage has to be considered fqrtject activity.

The grid emission factor for the project is deteraai ex-ante as a combined margin,
consisting of combination of the operating margdM) and build margin (BM) according to
“Tool to calculate the emission factor for an elggty system”of version 2 /12/, based on

Page 33




DET NORSKE VERITAS
Report N2009-1346, rev. 03 i&

VALIDATION REPORT DNV

the most recent information /8/ available at timeetiwhen the PDD was web-hosted on 11
August 2009. The latest data vintage available desved from China Electric Power
Yearbook 2008 /13/ and China Energy Statisticalrieak 2008 /14/. It has been calculated
as the weighted average dw= 0.75; wm = 0.25) of the operating margin and the build
margin.

Country specific data for net calorific value ofchaype of fossil fuel, country specific data
for emission factors for the fuel and the statistata for fuel consumption /14/, IPCC 2006
default values for the oxidation factor of eachetyy fossil fuel /15/ and the total electricity
delivered to the NECPG /8/ were selected and deega=bnable.

According to the data from China Electric Power Memk 2004-2008 /13/, the low-
cost/must-run resources in the 5 most recent yaanstitute less than 50% of the total grid
generation. Therefore, the OM is justified to cédte using the “simple OM” method.
Aggregated generation and fuel consumption dataised due to the fact that more specific
data for the power plants are not available inNE®CPG (option C). The OM was calculated
to be 1.1293 tCe@/MWh as a generation weighted average for thesy2@05, 2006 and 2007
/81.

Because plant specific fuel consumption and elgttrigeneration data are not publicly
available in China, the guidance requested by Dnfthe CDM Executive Board for a
deviation of the baseline methodology of AMO005 hagn applied for calculation of the
build margin (BM) emission factor for this projet6/:

- Use of capacity additions from the years 2004 10728 chosen and reaches 21.39%
of the 2007 installed capacity /13/;

- Use of weights to estimate the installed capaaityplace of annual electricity
generation. Thermal power plant accounts for 88.24%e total installed capacity
additions in this period /13/. Since specific dmaeach technology is not available,
the weight of each type of fuel (coal 98.59%, natgas 1.23% and oil 0.18% /13/)
was estimated from the G@tensity for the fuels used in the NECPG;

- Use of the efficiency of electricity transmissiohtbe best technology commercially
available in the |provincial/regional or nationaldgof China, as a conservative proxy,
for each fuel type in estimating the fuel consumptiThe efficiency is 38.10% for
coal power plants and 49.99% for oil power plamd 49.99% for gas power plants
114].

The BM of the NECPG is calculated to be 0.7241 #&MWh /8/. The resulting combined
margin emission factor is 1.0280 tag&MWh. The annual electricity delivered to the NECP
is expected to be 114 200 MWh /4/. Therefore, tha £mission reduction from the project is
estimated to be on average 117 400 #€@er year over the selected 7 year crediting gerio
The baseline emission estimate can be replicatéug uke data and parameter values
provided in the PDD and supporting files submitted registration. The data sources
mentioned have been verified by DNV.

In summary, the GHG calculations are complete sausparent, and their accuracy has been
verified. No other project emission or leakage sesrcontributing more than 1% and not
mentioned by the methodology have been found.
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4.7 Environmental Impacts

An Environmental Impact Assessment (EIA) has besmucted according to Environmental
Protection Law of the People’s Republic of Ching//6

According to the environment assessment opinioo fthe ex-owner of the project, Kelipu
Wind Power Co., Ltd /61/, the EIA of the projectiaity has once been approved by the Inner
Mongolia Environmental Protection Bureau on 27 8ejter 2005. On 20 July 2008, the
right to develop the project was transferred to tharent project owner, Longyuan
(Xing'anmeng) Wind Power Co., Ltd.. Before recetyithe LoA from China DNA on 22
September 2009 /2/, the EIA has been conductea dyainner Mongolia Academy Institute
of Environment Science on 8 December 2008 and a&pdroby Inner Mongolia
Environmental Protection Bureau on 27 February9260

The potential environmental impacts on water, soldste, noise environment, air
environment and ecosystem environment have beditienfly identified. No significant
environmental impacts are expected from the projactivity. The Inner Mongolia
Environmental Protection Bureau approved the pt@etvity on 27 February 2009 /5/.

4.8 Comments by Local Stakeholders

The local stakeholder consultation process has beeducted through a stakeholder meeting
/19/ and the stakeholder survey /59/.

On 15 March 2009, the stakeholder meeting was bhgld.ongyuan (Xing’anmeng) Wind
Power Co., Ltd. in Tuquan County, Xi'an League angyuan (Xing’anmeng) Wind Power
Co., Ltd., with the participation of local governmtal officials and local village
representatives /19/. The local governmental afficivere respectively from Tuquan County
Government, Shenliu Village Government, Developrmard Reform Committee of Tuguan
County, Finance Bureau of Tuquan County, Tuguamd@&raof Industry and Commercial
Bank of China, Land and Resources Bureau of Tudbamnty /19/. On the meeting, the
stakeholders were invited for comments on the ptagdter the introduction to CDM and
project construction and operation by the projester. No negative comments were received
during the process. After the meeting, 10 questoes were sent to the meeting attendees
with all ten of them returned.

Besides the meeting, the project developer has umed a door to door stakeholder
consultation in March 2009. Longyuan (Xing’anmengind Power Co., Ltd. carried out a
survey of the potential stakeholders; among thellogllagers 35 copies of one-page
guestionnaires (return out of 35) were distributedhe end, a summary of comments and 45
guestionnaires (including 10 questionnaires preshpuistributed in the meeting) in total
have been provided by the project owner and veriiig DNV /59/.

As clarified by the project participant during tf@low-up interview /89/, the project is

located on the grass land with a rather low popmniatlensity. The sampling size of the
questionnaires survey has covered the local villagend governmental officials nearby.
Therefore, it is deemed by DNV that the samplingpant of 45 copies of questionnaires is
reasonable and respresentative.
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The survey has taken full account into the pubfinmns of different ages, genders, and
occupations. Of all the respondents, 1) 69% arewutick age of 40, 31% are over 41; 2) 92%
are male and 8% are female; 3) 58% are with educati college or above, 42% are senior
high school or below.

The results of questionnaire statistics are oudliag follows:
100% of investigated stakeholders support the deweént of the project;

93.3% believe the project will exert the positivagpiact on their livelihood and 6.7% hold the
neutral attitude.

100% of the respondents believe the project will mave impact on the local ecological
environment during the operation period.

86.7% of the respondents believe the project vatl aifect the local ecological environment
during the construction period and 13.4% hold tketral opinions.

95.6% of the respondents believe the project wdhte more job opportunities and 4.4% hold
the neutral opinions.

2.2% of the respondents (1 person) think the ptojeit have negative impact on the grass
farms that might be crushed down by the vehicles.

For the negative concern of the respondent, thggrowner ensures the vehicles will keep
running on the transport routes instead of the sglasd. And in order to reduce the
construction impact on the local ecological envinemt, it will be prohibited to drive in
grassland by the vehicles. The comments receivee baen taken into consideration by
project owner for construction and operation to i@ environmental benefits, social
benefits and economic benefits.

Therefore, DNV considers the local stakeholder atiatson to be carried out adequately.

4.9 Comments by Parties, Stakeholders and NGOs

The PDD version 1 of 24 July 2009 was made pubkulgilable on the CDM websttand
parties, stakeholders and NGOs were through the @@lkite invited to provide comments
during a 30 days period from 11 August 2009 to t&mber 2009. No comments were
received.

1 http://cdm.unfccc.int/Projects/Validation/DB/ZT5SH22C90QF1JBALOJWK5NANO2WP/view.html
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Table 1 Mandatory Requirements for Clean DevelopmerMechanism (CDM) Project Activities

Requirement Reference Conclusion
About Parties
1. The project shall assist Parties included in Anhaxachieving compliance withKyoto 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. OK
objective of the UNFCCC.
3. The project shall have the written approval of wbéury participation from theKyoto Protocol
designated national authority of each Party inwblve Art. 12.53a, CARA
CDM Modalities and Procedures §40a
4. The project shall assist non-Annex | Parties inexdhg sustainable developmenkyoto Protocol Art. 12.2,
and shall have obtained confirmation by the hoehty thereof. CDM Modalities and Procedures 840a CARA
5. In case public funding from Parties included in Arn is used for the projectDecision 17/CP.7, CAR 1
activity, these Parties shall provide an affirmatibat such funding does not resu@DM Modalities and Procedures
in a diversion of official development assistanoel & separate from and is oAppendix B, § 2
counted towards the financial obligations of thPaeties.
6. Parties participating in the CDM shall designateatonal authority for the CDM., CDM Modalities aRdocedures 8§29 OK
7. The host Party and the participating Annex | Patigll be a Party to the Kyofa®CDM Modalities §30/31a OK
Protocol.
8. The participating Annex | Party’s assigned amotnatishave been calculated an@DM Modalities and Procedures 831b OK
recorded.
CDM Validation Protocol — Report No. 2009-1346,.r68 A-1
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Requirement

Reference

Conclusion

9. The participating Annex | Party shall have in plagenational system fq
estimating GHG emissions and a national registrya@cordance with Kyot
Protocol Article 5 and 7.

rCDM Modalities and Procedures §831b
D

OK

About additionality

10.Reduction in GHG emissions shall be additional iy that would occur in th
absence of the project activity, i.e. a CDM projedtivity is additional if
anthropogenic emissions of greenhouse gases bgesoare reduced below thg
that would have occurred in the absence of thestexgid CDM project activity.

2Kyoto Protocol Art. 12.5c¢,
CDM Modalities and Procedures 843
se

OK

About forecast emission reductions and environmentampacts

11.The emission reductions shall be real, measuraie give long-term benefit
related to the mitigation of climate change.

sKyoto Protocol Art. 12.5b

OK

For large-scale projects only

12.Documentation on the analysis of the environmemgbacts of the projeg
activity, including transboundary impacts, shalldodmitted, and, if those impad
are considered significant by the project partioipaor the Host Party, 3
environmental impact assessment in accordancepngitedures as required by
Host Party shall be carried out.

tCDM Modalities and Procedures 837c¢
ts
n
he

OK

About stakeholder involvement

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

n@€DM Modalities and Procedures 837b

OK

14.Parties, stakeholders and UNFCCC accredited NG@H Isave been invited t

oCDM Modalities and Procedures 840
ct

comment on the validation requirements for minim@thdays, and the proje

OK

CDM Validation Protocol — Report No. 2009-1346,.r68
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Requirement Reference Conclusion
design document and comments have been made publailable.

Other

15.The baseline and monitoring methodology shall bevipusly approved by theCDM Modalities and Procedures 837e OK
CDM Executive Board.

16. A baseline shall be established on a project-sipdudfsis, in a transparent mann&DM Modalities and Procedures 845c,d OK
and taking into account relevant national and/orcctaeal policies and
circumstances.

17.The baseline methodology shall exclude to earn CiBRslecreases in activiyCDM Modalities and Procedures 847 OK
levels outside the project activity or due to foneajeure.

18.The project design document shall be in conformamitie the UNFCCC CDM+{ CDM Modalities and Procedures OK
PDD format. Appendix B, EB Decision

19. Provisions for monitoring, verification and repadishall be in accordance witlCDM Modalities and Procedures 837f OK
the modalities described in the Marrakech Accomis gelevant decisions of the
COP/MOP.

CDM Validation Protocol — Report No. 2009-1346,.r68 A-3
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Table 2 Requirements Checklist
CHECKLIST QUESTION Ref. MoV* COMMENTS Draft  Final
' Concl. | Concl.
A. General Description of Project Activity
The project design is assessed.
A.1l. Project Boundaries
Project Boundaries are the limits and borders wieifj
the GHG emission reduction project.
A.1.1. Are the project’s spatial boundaries /1/ DR | The proposed project is located in Xiliu OK
(geographical) clearly defined? 14/ Town, Tuquan County, Xing’an League,
Inner Mongolia  Autonomous  Region,
P.R.China.
The geographical coordinates of the propased
project are North latitude 45°P® and East
longitude 112°4D9’, and altitude 240m-
267.3m.
A.1.2. Are the project’s system boundaries (component¢l/ | DR The project’'s system boundary is clearly OK
and facilities used to mitigate GHGs) clearly 14] defined as the Northeast China Power Grid
defined? that the project is connected to. The NECPG
comprises the grids of Jilin, Heilongjiang and
Liaoning.
A.2. Participation Requirements
* MoV = Means of Verification, DR= Document Reviel®, Interview
CDM Validation Protocol — Report N@009-1346, rev. 03 A-4
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CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. | Concl.
Referring to Part A, Annex 1 and 2 of the PDD ¢
well as the CDM glossary with respect to the te
Party, Letter of Approval, Authorization and
Project Participant.
A.2.1. Which Parties and project participants are /1/ DR  Since the LoA from the DNA of China ha€AR1  OK
participating in the project? 2/ not been obtained.
The LoA from the DNA of Switzerland has
13/ :
not been obtained.
The project participants can not be confirmed
without the presence of the LoAs from the
involved parties.
A.2.2. Have all involved Parties provided avalidand /1/ DR The LoA from the DNA of China has noEARZ OK
complete letter of approval and have all 12/ been obtained.
private/public project participants been authorizec? The LoA from the DNA of Switzerland has
by an involved Party? 3 not been obtained.
The LoAs from the DNA of China and the
DNA of Switzerland need to be provided to
confirm whether all project participants have
been authorized by an involved Party.
A.2.3. Do all participating Parties fulfil the participati  /1/ | DR | China has ratified the Kyoto Protocol on 36AR4+  OK
requirements as follows: 12/ August 2002 and its DNA is National Reform
and Development Committee.
* MoV = Means of Verification, DR= Document Revielx, Interview
CDM Validation Protocol — Report N@009-1346, rev. 03 A-5
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CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. | Concl.
- Ratification of the Kyoto Protocol 13/ The voluntary participation needs to be
- Voluntary participation gre]irr]]tgled as per the LoA from the DNA of
- Designated a National Authority Switzerland has ratified the Kyoto Protocol
on 09 July 2003 and its DNA is Federal
Office for the Environment FOEN.
The voluntary participation needs to be
identified as per the LoA from the DNA of
Switzerland
A.2.4. Potential public funding for the project from /1/ DR | The LoA from the DNA of China has noEAR1 A OK
Parties in Annex | shall not be a diversion of 14/ | been obtained.
official development assistance. /89/ The LoA from the DNA of Switzerland has
not been obtained.
Since the LoAs from the involved parties
have not been received, it can not be
confirmed whether the project can be seen as
a diversion of official development assistance
(ODA) funding towards China
A.3. Technology to be employed
Validation of project technology focuses on the
project engineering, choice of technology and
competence/ maintenance needs. The validator
should ensure that environmentally safe and so
* MoV = Means of Verification, DR= Document Revielx, Interview
CDM Validation Protocol — Report N@009-1346, rev. 03 A-6
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CHECKLIST QUESTION Ref. MoV* COMMENTS Rl
Concl. | Concl.
technology and know-how is used.
A.3.1. Does the project design engineering reflect /4] DR | Yes, the project design engineering reflects OK
current good practices? /89/ | current good practices.
A.3.2. Does the project use state of the art technology otfl/ = DR  The proposed project applies 33 sets of OK
would the technology result in a significantly 14] | turbines (model SL1500/82) manufactured by
better performance than any commonly used Sinovel Wind Co., Ltd, each one with the
technologies in the host country? 189/ installed capacity of 1500 kW.
No technology transfer is involved in the
proposed project.
A.3.3. Does the project make provisions for meeting = /1/ DR The training procedures are not identified i%‘_l OK
training and maintenance needs? the PDD version 4 of 10 September 2010
shall be provided.
A.4. Contribution to Sustainable Development
The project’s contribution to sustainable developtrie
assessed.
A.4.1. Has the host country confirmed that the project /1/ DR The LoA from the DNA of China is neede@AR1 OK
assists it in achieving sustainable development? 12/ to confirm whether the sustainable
development of the project has been
confirmed by the host country China.
* MoV = Means of Verification, DR= Document Reviel®, Interview
CDM Validation Protocol — Report N@009-1346, rev. 03 A-7
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CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. | Concl.
A.4.2. Will the project create other environmental or = /1/ | DR @ Except for GHG emission reductions, the OK
social benefits than GHG emission reductions? j4/ project will create employment opportunities,
diversify the energy mix of NECPG, promote
151 the local economical development and reduce
the emissions of other pollutants caused from
the coal-fired power plants.
B. Project Baseline
The validation of the project baseline establisbgther
the selected baseline methodology is appropriate an
whether the selected baseline represents a likesgline
scenario.
B.1. Baseline Methodology
It is assessed whether the project applies an gppate
baseline methodology.
B.1.1. Does the project apply an approved methodolocgyl/ DR Yes, the project applies the approved OK
and the correct version thereof? methodology = ACMO0002 version  10:
110/ ) ) )
Consolidated baseline methodology for
grid-connected electricity generation from
renewable sources”.
B.1.2. Are the applicability criteria in the baseline /1/ DR | Yes, the applicability criteria in the baseline OK
methodology all fulfilled? 14/ | methodology ACMO0002 version 10 have all
been met because:
110/
* MoV = Means of Verification, DR= Document Revielx, Interview
A-8
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CHECKLIST QUESTION Ref. MoV* COMMENTS Rl
Concl. | Concl.
189/ - The project generates electricity from
wind sources.
- The project is a new power plant and
does not involve switching from fossil
fuels to renewable energy which |is
confirmed through the follow-up
interview /89/ and the FSR /4/.
- The geographic and system boundary of
the project have been clearly defined.
B.2. Baseline Scenario Determination
The choice of the baseline scenario will be vakdatith
focus on whether the baseline is a likely scenannal
whether the methodology to define the baselineast®n
has been followed in a complete and transparentaan
B.2.1. What is the baseline scenario? /1/ DR ' The baseline scenario is provision of the OK
110/ equivalent annual electricity generated by the
NECPG where the project is connected to.
B.2.2. What other alternative scenarios have been /1/ DR !;ourt_fglt;rna(;l\é(_as to thd(':_' projects have been OK
considered and why is the selected scenario the \dentiried and discussed. :
most likely one? 110/ a) The project activity undertaken without
' being registered as a CDM project
activity.
b) Construction of a fossil fuel-fired project
with equivalent installed capacity or
* MoV = Means of Verification, DR= Document Revielx, Interview
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

annual electricity generation.

c) Construction of a power plant using otf
sources of renewable energy w
equivalent installed capacity or annt
electricity generation.

d) Continuation of the current situation, i
provision of equivalent annual pow
output by the NECPG.

Alternative b): As required by the “Tool fc
the determination and assessment
additionality” version 5.2 /11/, DNV wa
able to verify that fossil fuel-fired powe
plant scenario i.e. alternative b), with t
installed capacity of less than 49.5 MW, d
not comply with the Chinese pow
regulation /32/. This power regulation stric
prohibits the installation of thermal pow:
plants with a capacity below 135 MW
areas covered by the large grids such
provincial grids /32/. Hence, the alternat
b) has been excluded from the furtt
discussion.

Alternative c): As shown in the section B.5
PDD, due to the technology limitation a
high cost, the other renewable sources, <
as biomass, solar PV and geothermal
difficult to develop without the governme
or policies support. However, the evider

er
th
jal

e.
er

or
of

2r
he
Hes
er
tly
er
in
as
ve
er

of
n
such
are
nt
1ce
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CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. | Concl.
for supporting the statement is not identified
in the PDD. The relevant evidence needs to
be provided.
Alternatives a) and d) are the potential
alternative scenarios and will be discussed in
the Additionality.

B.2.3. Has the baseline scenario been determined /1/ DR | Yes, the baseline scenario of the project has OK
according to the methodology? 110/ been determined according to the baseline

scenario described in the approved
methodology ACMO0002.

B.2.4. Has the baseline scenario been determined usingl/ DR  Yes, the baseline scenario of the project has OK
conservative assumptions where possible? 110/ been determined in a conservative manner.

B.2.5. Does the baseline scenario sufficiently take into /1/ = DR | Yes, China power regulations /32/ and other OK
account relevant national and/or sectoral policie’s/4/ laws and preferential policies to promote
macro-economic trends and political aspirations wind power development have been

132/ considered to determine the baseline scenario
of the proposed project.

B.2.6. Is the baseline scenario determination compatiblél/ @ DR As shown in the section B.5 of PDD, due to OK
with the available data and are all literature and the technology limitation and high cost, theGI 2
sources clearly referenced? other renewable sources, such as biomass,

solar PV and geothermal are difficult to
develop without the government or policies
support. However, the evidence for
* MoV = Means of Verification, DR= Document Reviel®, Interview
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Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

supporting the statement is not identified
the PDD. The relevant evidence needs tc
provided.

in
be

B.2.7. Have the major risks to the baseline been
identified?

11/

DR

As shown in the section B.5 of PDD, due
the technology limitation and high cost, t
other renewable sources, such as biom
solar PV and geothermal are difficult

develop without the government or polic
support. However, the evidence f
supporting the statement is not identified
the PDD. The relevant evidence needs tc
provided.

to
h
ass,
to
es
or

in

be

OK

B.3. Additionality Determination

The assessment of additionality will be validatétth focus
on whether the project itself is not a likely basel
scenario.

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

to/1/

141

16/
111/
117/
131/

DR

The additionality of the project
demonstrated by applying the “Tool for t
demonstration and assessment
additionality” (Version 5.2) /11/.

Stepl. Identification of alternatives to t
project activity consistent with current lav
and regulations

Sub-stepla. Define alternatives to the proj

ect

OK

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

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

132/
134/
135/
188/
189/

activity:

a) The project activity undertaken witho
being registered as a CDM proje
activity.

b) Construction of a fossil fuel-fire
project with equivalent installe
capacity or annual electricit
generation.

c) Construction of a power plant usir
other sources of renewable energy w
equivalent installed capacity or annt
electricity generation.

d) Continuation of the current situatio
i.e. provision of equivalent annu
power output by the NECPG.

Alternative c): It is confirmed as per ti
referenced literatures indicated in the P
version 4 of 10 September 2010 that
project is located in the region which has
sufficient exploitable sources of renewa
energy such as hydropower /31/.

As shown in the section B.5 of PDD, due
the technology limitation and high cost, t
other renewable sources, such as biom
solar PV and geothermal are difficult

develop without the government or polic
support. However, the evidence f

ut
Ct

< o

g
ith
jal

al

e
DD
the
no
ble

to
he
ass,
to
es
or

supporting the statement is not identified

in
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

the PDD. The relevant evidence needs tc
provided.

be

Sub-step 1b. Consistency with mandatory

laws and regulations:

Alternative b): The fossil fuel-fired powe
plant with installed capacity of less th
100MW /33/, does not comply with tt
Chinese power regulations /32/. As regulat
the thermal power plants with a capac
below 135 MW are prohibited to be built
areas covered by large grids.

Base on the outcome of step la and step
the alternative a) and d) are the alterna
scenarios and will be further discuss
below.

Step 2: Investment analysis.

Sub-step 2a. Determine appropriate analy
method

As per theTool for the demonstration an
assessment of additionality, version 512/,
three analysis methods are recommen
including simple cost analysis, investme
comparison analysis and benchmark analy

Simple cost analysis is not applical
because the project creates revenues f

21
an
e
ed,
ity
in

1b,

five
ed

Sis
d
Hed,

2nt
Sis.

e
rom

power supply.
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

Comparison analysis is not applica
because the baseline scenario is not sin
with the project in terms of investment.

Base on the analysis above, the benchn
analysis shall be chosen.

Sub-step 2b. Apply benchmark analysis

According to theinterim Rules on Econom
Assessment of Electrical Engineering Retr
Projects/17/, in China an IRR of 8% (afte
tax) for the total investment of a project
regarded as a benchmark for investing
large scale hydropower plants, fossil f
fired plants as well as wind farm projec
The benchmark of 8% (after tax) is theref
appropriate for this project. DNV was able
confirm this is suitable and reasonable
following:

1. The benchmark was determined by
national administration of this industry
China;

2. The benchmark is for project and after

ble
hilar

nark

c

ofit
r

S
in
Jel
ts.
ore
(0]
as

—

the
in

tax

and the investment analysis for this project

will be for project and after tax also;

3. The Interim Rules on Econom

c

Assessment of Electrical Engineering Retr

ofit
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

Projects/17/ is referred to the risk premiun
of large scale wind farm power projects.

The input parameters used in the finan
analysis are taken from the feasibility stu

cial
dy

report (FSR) developed by China Fulin Wind

Energy Development Co., Ltd in Augu
2008 and approved by thRevelopment anc
Reform Commission of Inner Mongol

Autonomous Regioron 14 October 2008 /4/.

The input parameters used in the finan
analysis can thus be considered informa
provided by an independent and recogni
source.

DNV compared the input parameters for

financial analysis included in the PDD with

the parameters stated in the FSR and
able to confirm that the values applied

consistent with the value stated in the FSR.

The FSR was approved on 14 October 2
and thus only 5 months prior to the decis
to proceed with the project activity (i.e. t
start date of the project) which was on
March 2009. Given this relative short peri
of time between approval of the FSR and
decision to proceed with the project activity

st
)
a

cial
tion
zed

the

was
are

008
on
ne
21
od
the
it
at

is unlikely in the context of the project th

the input values would have materially
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

changed and that it is thus reasonable to
assume that the FSR has been the basis of the

decision to proceed with the investment
the project.

The input parameters used in the finan

n

cial

analyses were compared with the data

reported for other similar CDM projects
the region, i.e. other wind power projects
the Inner Mongolia Autonomous Region,
comparing investment costs per M
electricity tariff, percentage of O&M cos
relative to total investment costs and pl
load factor.

in
in
by
N,
ts
ant

Sub-step 2c. Calculation and comparison of

financial indicators.

Further clarification is required on the

appropriateness of the input values to
investment analysis as per the requiremer
EB 38 paragraph 54(c) guidance,

particular:

(a) Whether the “other cost” of 50 RMB/kW
and “material cost” of 10 RMB/kWh are
the correct range according to the FSR ¢
/55/;

(b) The breakdown of “other cost”;

According to the guidance of EB51 Ann
58, the actual interest payable should

the
t of
n

ode

ex
be
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

taken into account in the calculation
income tax in cases where a post-
benchmark is applied in the project financ
assessment.

As for the proposed project, the IRR of &
(post-tax) was regarded as the benchmark
the project investment analysis.

Due to the impact of loan interest on inco

of
tax
ial

%
for

me

tax calculations, it is required to include the

actual interest payable into the income
calculation.

Further explanation should be provid

tax

led

regarding:(a) the basis for the assumed tzéiriff
in the FSR; (b) whether the assumed tariff is

in line with the general trend in the sa
region for the similar project connected to
NECPG.

According to the Annex 11 to EB 48, t
plant load factor shall be defined in the PIL
as per one of the three following options:

(a) the plant factor provided to banks and

ne
the

ne
oD

for

equity financiers while applying the proje

activity for project financing, or to the

ct

government while applying the projc—ﬁfct
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

activity for implementation approval,
(b) the plant load factor determined by a th

ird

party contracted by the project participants

(e.g. an engineering company);

And the documentation as the basis of
option needs to be provided to check
veracity.

Sub-step 2d. Sensitivity analysis
The four parameters are chosen as sens

factors, including static total investment,

the
ts

itive

annual O&M cost, expected tariff and annual

grid-connected output.
Step 3: Barrier analysis.

Barrier analysis has not been selected
demonstrate additionality.

Step 4: Common practice analysis.

The projects applied in common pract
analysis are selected out regarding
commencing date, capacity and location.
Since the promulgation of Electric Pow
Industry Reform by the state council
February 2002 /53/, the fundamental cha
has been brought into the electric pov
industry. Therefore, the time benchmark
the common practice is defined as 2002.

to

ce
the

er
in
nge
ver
of

As for the common analysis identified in t

he

* MoV = Means of Verification, DR= Document Reviels, Interview
CDM Validation Protocol — Report N@009-1346, rev. 03

A-19




DET NORSKE VERITAS

CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. = Concl.
PDD version 1 of 24 July 2009, capacity
scale of similar projects was defined as the
range from 25MW to 75MW and the region
of similar projects was chosen as Inner
Mongolia Autonomous Region. No evidence
was found in the PDD to justify the
determination of the capacity scale and the
region for the similar projects. Therefore, the
relevant evidence needs to be provided to
substantiate the selection.
B.3.2. Are all assumptions stated in a transparent and /1/ DR | Referto B.3.1. OK
i 2
conservative manner~ /6/ cL3
111/ cL9
CcL4
cL5
B.3.3. Is sufficient evidence provided to supportthe = /1/ | DR Referto B.3.1. OK
”?
relevance of the arguments made~ cL3
cL9
CL9
cL4
* MoV = Means of Verification, DR= Document Revielx, Interview
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COMMENTS Draift

Concl.

Final
Concl.

G5

B.3.4. If the starting date of the project activity is twef
the date of validation, has sufficient evidence
been provided that the incentive from the CDM
was seriously considered in the decision to
proceed with the project activity?

11/

141

19/
118/
119/
120/
126/

DR

The starting date of the project was on 21
March 2009 when the transformer purchase
agreement was signed /21/The road
construction permission was issued by
Beijing Hualian Electric Power Engineering
Supervision Co., Ltd. o1l April 2009 /20/.
The agreement of turbine foundation
construction was issued between Longyuan
(Xing’anmeng) Wind Power Co., Ltd. and
Suihua Yuanda Electric Power Construction
Co., Ltd. in 24 March 2009 /26T herefore,
the date of 21 March 2009 for signing the
transformer  purchase agreement | is
considered as the starting date of the project,
prior to the PDD publication on 11 August
2009. On the basis of the EB33 guidance, it is
DNV’s opinion that the date correctly
represents the earliest date of the
implementation, construction or real action
begins.

It was demonstrated in the following two
aspects that CDM was seriously considered
in the decision to implement the project
activity.

1) Awareness of the CDM and the effect of

OK
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Ref.

MoV*

COMMENTS

Draft
Concl.

Final
Concl.

CDM benefits prior to the start date of
project was evidenced through the
following sequence of actions:

(a) On August 2008, the FSR was completed.

It showed the project without the CE

revenues was financially unfeasible with t

IRR of 6.23% /4/. Given the financial

unfeasibility and barriers to the proje
construction, the CDM development w
introduced.

(b) On 14 October 2008, the FSR w

R
he

ct
as

as

approved by Development and Reform
Commission of Inner Mongolia Autonomous

Region /4/.

(c) On 08 December 2008, the EIA of t
project was completed by Inner Mongo
Academy Institute of Environment Scien
/5l.

(d) On 05 February 2009, the directo

he
lia
ce

s

meeting was held by the project owner when

CDM was considered to be solver to f
financial unfeasibility and the determinati
was made to invest the project construct
/18.

(e) In February 2009, the consultati
contract was signed between Longyt

he
on
ion

1an

(Xing’anmeng) Wind Power Co., Ltd. ar

d
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MoV*

COMMENTS

Draft

Concl.

Final
Concl.

Longyuan (Beijing) Carbon Asst
Management Technology Co., Ltd. /19/.

(f) On 27 February 2009, The EIA w
approved by Inner Mongolia Environmen
Protection Bureau /5/.

(@@ On 15 March 2009, Meeting f
collecting the stakeholder comments on
project activity was held by Longyua
(Xing’anmeng) Wind Power Co., Ltd. /58/.

2) Continuing and real actions to secure

CDM status in parallel with project’s

implementation was evidenced through the

following sequence of actions:

(@ On 21 March 2009, The transform
purchase agreement was signed betw
Longyuan (Xing’'anmeng) Wind Power Cc
Ltd. and Shandong Taikai Transformer C
Ltd. /21/.

(b) On 24 March 2009, Agreement of wi
turbines installation was signed betwe
Longyuan (Xing’'anmeng) Wind Power Cc¢
Ltd. and Shandong Taikai Transformer C
Ltd./26/.

(c) On 11 April 2009, The road constructi
permission was issued by Beijing Huali

Electric Power Engineering Supervision Co.

Ltd /20/. And the project construction w

1S
tal

or
the
N

A

er
een
.,
0.,

nd
en
).,
0.,

on
an

as
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CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. | Concl.
launched on the same day.
(d) On 11 April 2009, The Form of Prior
Consideration of the CDM was submitted to
the Chinese DNA, and was confirmed by the
Chinese DNA on 01 July 2009 /27/.
(e) On 03 May 2009, The construction
permission of turbines foundation was issued
by Beijing Hualian Electric Power
Engineering Supervision Co., Ltd /25/. And
the project wind plant was launched on the
same day.
(f) On 20 July 2009, the Form of Prior
Consideration of the CDM was submitted to
the EB, and confirmed by EB on 23 July
2009 /28.
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 aatues —

where applicable — is justified.

B.4.1. Are the calculations documented according to thél/ | DR = The project emission of the project is zero OK
approved methodology and in a complete and . ,;, since the project is a new grid-connected
transparent manner? wind power plant.

B.4.2. Have conservative assumptions been used when /1/ DBt applicable OK

* MoV = Means of Verification, DR= Document Reviel®, Interview
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Concl. | Concl.
calculating the project emissions?
B.4.3. Are uncertainties in the project emission estimated/ DR = Not applicable OK
properly addressed?
B.5. Calculation of GHG Emission Reductions — Baselin
emissions
It is assessed whether the baseline emissiongateds
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 thél/ DR  Baseline emissions of the project have been OK
approved methodology and in a complete and 110/ calculated through the multiplication between
transparent manner? the net electricity supplied to the NECPG and
112/ the combined emission factor of the NECPG.
113/ The combined emission factor of the NECPG
114/ has been calculated as the weighted average
of operating margin (OM) and build margin
1151 (BM). The weighting of OM is 0.75 and the
/16/ weighting of BM is 0.25.
The above calculations are in line with the
“tool to calculate the emission factor for an
electricity system” (Version 1.1) /12/.
* MoV = Means of Verification, DR= Document Reviel®, Interview
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Concl. | Concl.
B.5.2. Have conservative assumptions been used when/l/ | DR @ The baseline emissions have been calculated OK
calculating the baseline emissions? 110/ on the basis of conservative assumptions.
B.5.3. Are uncertainties in the baseline emission /1/ DR | There are no significant uncertainties ip th OK
estimates properly addressed? baseline emission estimates.
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 aatues —
where applicable — is justified.
B.6.1. Are the leakage calculations documented /1/ DR According to the approved methodolagy OK
according to the approved methodology and in &40/ ACMO0002 (Version 10) /10/, the leakage of
complete and transparent manner? the project can be neglected.
B.6.2. Have conservative assumptions been used when/l/ | DR  Not applicable OK
calculating the leakage emissions?
B.6.3. Are uncertainties in the leakage emission /1/ DR | Not applicable OK
estimates properly addressed?
* MoV = Means of Verification, DR= Document Revielx, Interview
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B.7. Emission Reductions
The emission reductions shall be real, measurabtegive
long-term benefits related to the mitigation ofhwdite
change.
B.7.1. Are the emission reductions real, measurable andl/ DR  Yes, it is reasonable to expect that the OK
give long-term benefits related to the mitigation 110/ emission reductions will result in the real,
of climate change. measurable and long-term benefits.
B.8. Monitoring Methodology
It is assessed whether the project applies an gpyate
monitoring methodology.
B.8.1. Is the monitoring plan documented accordingto /1/ DR @ The monitoring plan described in the PDD OK
the approved methodology and in a complete anﬂO/ version 1 of 24 July 2009 is in line with the
transparent manner? approved method ACMO0002 (Version 10)
/10/ “Consolidated baseline methodology for
grid-connected electricity generation from
renewable sources”. And it is in a complete
and transparent manner.
B.8.2. Will all monitored data required for verification /1/ DR Yes. OK
and issuance be kept for two years after the end/%/
the crediting period or the last issuance of CERSs,
for this project activity, whichever occurs later?
* MoV = Means of Verification, DR= Document Reviel®, Interview
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B.9. Monitoring of Project Emissions
It is established whether the monitoring plan pde4 for
reliable and complete project emission data oveeti
B.9.1. Does the monitoring plan provide for the /1/ DR | The project activity generates electricity from OK
collection and archiving of all relevant data 110/ wind sources. Thus no project emissions are
necessary for estimation or measuring the expected to result from the project activity.
greenhouse gas emissions within the project
boundary during the crediting period?
B.9.2. Are the choices of project GHG indicators /1/ DR | Not applicable OK
reasonable and conservative? 110/
B.9.3. Is the measurement method clearly stated for eactyY = DR = Not applicable OK
GHG value to be monitored and deemed 110/
appropriate?
B.9.4. Is the measurement equipment described and: /1/ = DR | Not applicable OK
deemed appropriate? 110/
B.9.5. Is the measurement accuracy addressed and | /1/ = DR | Not applicable OK
deemed appropriate? Are procedures in place o o/
how to deal with erroneous measurements?
* MoV = Means of Verification, DR= Document Revielw, Interview
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Final
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B.9.6.

Is the measuremeirtterval identified and
deemed appropriate?

11/

DR

Not applicable

OK

B.9.7.

Is theregistration, monitoring, measuremeand
reporting procedure defined?

11/

DR

Not applicable

OK

B.9.8.

Are procedures identified fanaintenancef

monitoring equipment and installations? Are the

calibration intervals being observed?

11/

DR

Not applicable

OK

B.9.9.

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

area of records and how to process performan
documentation)

ce

DR

Not applicable

OK

B.10.Monitoring of Baseline Emissions

It is established whether the monitoring plan pdas for
reliable and complete baseline emission data ovee.t

B.10.1Does the monitoring plan provide for the

collection and archiving of all relevant data
necessary for determining baseline emissions

11/

DR

The electricity supplied by the project
activity to the NECPG and the electricity
supplied by the NECPG to the project

OK
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during the crediting period? activity will be monitored and double
checked with the invoice of electricity sales.
All data will be archived in paper/electricity
at least for two years after the end of the last
crediting period.
The archived materials consist of the original
recorded data, daily and monthly report, and
invoice of electricity etc.
B.10.2 Are the choices of baseline GHG indicators /1/ DR | The choices of baseline GHG indicators are OK
reasonable and conservative? 110/ in line with the approved methodology
ACMO0002 (Version 10) /10/.
B.10.3ls the measurement method clearly stated for eattY = DR | Yes, the net electricity generation supplied by OK
baseline indicator to be monitored and also 110/ the project to the grid in year will be
deemed appropriate? monitored by the bidirectional monitoring
meter.
B.10.4ls the measuremeatjuipmentdescribed and /1/ DR  The accuracy of the measurement equipment OK
deemed appropriate? 110/ is no less than 0.5s according to the relevant
national standards, which is deemed by DNV
to be appropriate.
B.10.5ls the measuremeatcuracyaddressed and /1/ DR = The measurement accuracy is no less than OK
deemed appropriate? Are procedures in place on 0.5s. The procedures for dealing with the
erroneous measurements can be identified in
* MoV = Means of Verification, DR= Document Revielx, Interview
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DET NORSKE VERITAS

CHECKLIST QUESTION Ref. MoV* COMMENTS Rl
Concl. | Concl.
how to deal with erroneous measurements? the PDD.
B.10.6ls the measuremeintterval for baseline data /1/ DR  The electricity supplied to the NECPG will OK
identified and deemed appropriate? be measured continually and recorded
monthly.
B.10.7Is the registrationmonitoring, measuremeand @ /1/ = DR @ Yes, the registration, monitoring, OK
reporting procedure defined? measurement and reporting procedure has
been defined in the PDD version 1 of 24 July
2009.
B.10.8 Are procedures identified fanaintenancef /1/ DR The_ i procedurfe;th for !?st_allatlonts and OK
monitoring equipment and installations? Are the/56/ _ncﬂlalrl_fe_ngncetho PDeDmonl_orlng n;eziri ?re
calibration intervals being observed? IZOe(;]QI 1ed in the version 10 dly
The meters will be calibrated annually
according to theDL/T448-2000 Technical
Management Rules for Electric Power
Measuring Installation$56/.
B.10.9 Are procedures identified for day-to-day records /1/ | DR The tda”)./” Sata Lgpo(rjts and monthly data OK
handling (including what records to keep, storage ,rbjlp(t)r:S WII N ?rg ;ve : is will be keot b
area of records and how to process performance € relévant data reports will bé Kept py
- the project owner during the crediting period
documentation) e
and two years after the verifications.
B.11.Monitoring of Leakage
It is assessed whether the monitoring plan provides
* MoV = Means of Verification, DR= Document Revielx, Interview
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DET NORSKE VERITAS

CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. = Concl.
reliable and complete leakage data over time.
B.11.1Does the monitoring plan provide for the /1/ DR | The leakage within the project boundary can OK
collection and archiving of all relevant data 110/ be neglected according to the approved
necessary for determining leakage? methodology ACMO0002.
B.11.2 Are the choices of project leakage indicators /1/ DR | Not applicable OK
reasonable and conservative?
B.11.3ls the measurement method clearly stated for eattf DR  Not applicable OK
leakage value to be monitored and deemed
appropriate?
B.12.Monitoring of Sustainable Development Indicators/
Environmental Impacts
It is assessed whether choices of indicators aasagrable
and complete to monitor sustainable performance ove
time.
B.12.11s the monitoring of sustainable development | /1/ = DR Monitoring of sustainable development OK
indicators/ environmental impacts warranted by indicators is not required by the Chinese
legislation in the host country? DNA. The environmental impacts are
considered minor and will be monitored by
the local environmental authority during the
project lifetime.
* MoV = Means of Verification, DR= Document Revielx, Interview
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DET NORSKE VERITAS

CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. | Concl.
B.12.2Does the monitoring plan provide for the /1/ DR | The collection and archiving of data relevan OK
collection and archiving of relevant data to environment impacts is not required by the
concerning environmental, social and economic DNA of China.
impacts?
B.12.3 Are the sustainable development indicators in lin€l/ DR It will be on the local authority decision. OK
with stated national priorities in the Host
Country?
B.13.Project Management Planning
It is checked that project implementation is praper
prepared for and that critical arrangements are eskbed.
B.13.1Is the authority and responsibility of overall /1/ DR | The project management and operation a%"_Z OK
project management clearly described? | briefly outlined in the PDD version 1 of 24
July 2009. For the purpose of further
confirmation, it is required to provide the
project management and operational manual.
B.13.2 Are procedures identified for training of /1/ DR Details of training procedures are nock1 OK
monitoring personnel? identified in the PDD version 1 of 24 July
2009 shall be provided.
* MoV = Means of Verification, DR= Document Revielx, Interview
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DET NORSKE VERITAS

CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. | Concl.
B.13.3Are procedures identified for emergency /1/ DR | There are no such procedures for emergency OK
preparedness for cases where emergencies can 14/ | preparedness for emergency cases, which has
cause unintended emissions? been verified through the FSR /4/ and the
189/ follow-up interview /89/.
B.13.4 Are procedures identified for review of reported /1/ DR Yes, daily data reports and monthly data OK
results/data? reports will be kept by the project owner.
And the data reports will be double checked
with the sales receipts.
B.13.5Are procedures identified for corrective actions inl/ . DR  Yes, the procedures for corrective actians t OK
order to provide for more accurate future provide for more accurate future monitoring
monitoring and reporting? and reporting are identified in the PDD
version 1 of 24 July 2009.
C. Duration of the Project/ Crediting Period
It is assessed whether the temporary boundariéseof
project are clearly defined.
C.1.1. Are the project’s starting date and operational . /1/ = DR | The starting date of the project was on 21 OK
lifetime clearly defined and evidenced? o March 2009 when the transformer purchase
agreement was signed /21/The road
120/ construction permission was issued by
Beijing Hualian Electric Power Engineering
Supervision Co., Ltd. o1l April 2009/20/.
The agreement of turbine foundation
* MoV = Means of Verification, DR= Document Revielx, Interview
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DET NORSKE VERITAS

CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. = Concl.
construction was issued between Longyuan
(Xing'anmeng) Wind Power Co., Ltd. and
Suihua Yuanda Electric Power Construction
Co., Ltd. in 24 March 2009 /26T herefore,
the date of 21 March 2009 for signing the
transformer  purchase agreement | is
considered as the starting date of the project,
prior to the PDD publication on 11 August
20009.
On the basis of the EB33 guidance, it is
DNV’s opinion that the date correctly
represents the earliest date of the
implementation, construction or real action
begins.
C.1.2. Is the start of the crediting period clearly define /1/ DR | Yes, it is defined as 1 October 2010 or the OK
and reasonable? date of registration whichever is late.
D. Environmental Impacts
Documentation on the analysis of the environmental
impacts will be assessed, and if deemed signifieanEIA
should be provided to the validator.
D.1.1. Has an analysis of the environmental impacts of /1 DR As required by China Environment OK
the project activity been sufficiently described? /5/ Protection Law /69/, the EIA must be
finished prior to the development and
* MoV = Means of Verification, DR= Document Revielx, Interview
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DET NORSKE VERITAS

CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

169/

construction of a project. The EIA report

of

the project is completed by a third party and

approved by Inner Mongolia Environmental

Protection Bureau on 27 February 2009.

The environment impacts during the

construction and operation of the project
have been described in the PDD version 1 of

24 July 2009 as follows:
Water

The household wastewater caused by
project will be well treated and the
disinfected to discharge, which is through
automated monitoring and control system.

Solid waste

The solid waste will be collected and mov
to the nearest landfill site and the waste e
will be firstly refilled. The impact of the soli
waste and waste earth on the lo
environment is little.

Noise

Noise during the operating period has
impact on the nearby residents since
closest residential area is over 1km away.

Air
The project is a wind power plant and tr

the
N
the

ed
arth
d

cal

no
the

us

* MoV = Means of Verification, DR= Document Reviels, Interview
CDM Validation Protocol — Report N@009-1346, rev. 03

A-36




DET NORSKE VERITAS

CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

has no impact on the air during the opera
period. The impacts on the air during t

ion
he

construction period will be reduced through

several measures and will be not significar
Ecosystem Environment
The vegetation will not be significant

:—F

y

affected by the project due to the minor

solid/liquid discharge. Besides, there is

no

migratory birds/endangered species in the

region of project activity.

In conclusion, the impacts of the project
the local environment are considered to
insignificant.

on
be

D.1.2. Are there any Host Party requirements for an
Environmental Impact Assessment (EIA), and
yes, is an EIA approved?

1/
Y,
169/

DR

The project FSR was approved
Development and Reform Commission

by =2

of

Inner Mongolia Autonomous Region on 14
October 2008 /4/. And the project EIA was

completed by Inner Mongolia Academy

Institute of Environment Science on

8

December 2008 and approved by Inper
Mongolia Environmental Protection Bureau

on 27 February 2009 /5/. According to Ch

na

Environment Impact Assessment Law issued

on 1 September 2003 /62/, the EIA should

be

prepared and approved before the approval of

the project FSR. Therefore, the clarificati

on

on why the project EIA was prepared after

OK
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DET NORSKE VERITAS

Draft | Final

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

the FSR approval is required.

D.1.3. Will the project create any adverse environmentall/ = DR @ The adverse environmental effects created by OK
effects? /5/ the project are not significant.

D.1.4. Are transboundary environmental impacts /1/ DR | There are no transboundary environmental OK
considered in the analysis? /5/ impacts foreseen for the proposed project.

D.1.5. Have identified environmental impacts been /1 DR  Yes, the environmental impacts have been OK
addressed in the project design? /5/ identified in the PDD version 4 of 10

September 2010.

D.1.6. Does the project comply with environmental /1/ DR ' The project FSR was approved bycL8 OK
legislation in the host country? /5/ Development and Reform Commission  of
Inner Mongolia Autonomous Region on 14
October 2008 /4/. And the project EIA was
completed by Inner Mongolia Academy
Institute of Environment Science on 8
December 2008 and approved by Inner
Mongolia Environmental Protection Bureau
on 27 February 2009 /5/. According to China
Environment Impact Assessment Law issued
on 1 September 2003 /62/, the EIA should be
prepared and approved before the approval of
the project FSR. Therefore, the clarification

* MoV = Means of Verification, DR= Document Reviels, Interview
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DET NORSKE VERITAS

CHECKLIST QUESTION Ref. |MoV* COMMENTS Draft ~ Final
Concl. | Concl.
on why the project EIA was prepared after
the FSR approval is required.
E. Stakeholder Comments
The validator should ensure that stakeholder contsnen
have been invited with appropriate media and that d
account has been taken of any comments received.
E.1.1. Have relevant stakeholders been consulted? /1/ DR  Yes, the potential stakeholders, including OK
local residents and local governments, have
been consulted.

E.1.2. Have appropriate media been used to invite /1/ DR Yes, a survey arranged by a one-page OK
comments by local stakeholders? /59/ guestionnaire was applied to invite comments

from the stakeholders. A summary of
comments and 45 answered questionnaires
have been provided and verified by DNV
/59].

The project is located on the grass land with a
rather low population density. The sampling
size of the questionnaires survey has covered
the local residents. Therefore, it is deemed by
DNV that the sampling amount of 45 copies
of questionnaires is reasonable and
reprehensive.

E.1.3. If a stakeholder consultation process is required /1/ DR The local stakeholder consultation process OK
by regulations/laws in the host country, has the 5/ has been conducted through a stakehaclder
stakeholder consultation process been carried ou

* MoV = Means of Verification, DR= Document Reviel®, Interview
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DET NORSKE VERITAS

CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

in accordance with such regulations/laws?

meeting and the stakeholder survey.
The stakeholder meeting was held

Longyuan (Xing'anmeng) Wind Power Co.,
Ltd. in Tuguan County, Xi'an League on 05

March 2009.

by

After the meeting, 10 questionnaires were

sent to the meeting attendees and all te
them returned.

Before the meeting, the project developer
conducted a door to door stakehol
consultation in January 2009.

The whole stakeholder consultation proc
has been complied with the releve
regulations/laws.

n of

has
Her

ess
ANt

E.1.4. Is a summary of the stakeholder comments
received provided?

11/
159/

DR

Yes, a summary of the stakeholder comm
received is provided in the PDD version 1
24 July 2009.

ants
of

OK

E.1.5. Has due account been taken of any stakeholde
comments received?

or 1/

DR

Yes, the comments received show that
100% of the local government and reside
strongly support the project.

2.2% of the respondents (1 person) think

the
nts

the
1SS

project will have negative impact on the gr

OK

* MoV = Means of Verification, DR= Document Reviels, Interview
CDM Validation Protocol — Report N@009-1346, rev. 03

A-40




DET NORSKE VERITAS

CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Draft

Concl.

Final
Concl.

farms that might be crushed down by

the

vehicles. For his concern, the project owner

ensures the vehicles will keep running on

the

transport routes instead of the grass land.

And in order to reduce the constructi

on

impact on the local ecological environment, it

will be prohibited to roll grassland by the

vehicles. The comments received have been
taken into consideration by project owner
during construction and operation to achieve
environmental benefits, social benefits and

economic benefits.
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Table 2b: Additional requirements checklist for VVM version 1 (EB 44)

Checklist question Ref MoV Comments Draft Final
Concl. | Concl.
A. Letter of approval 8§49
All.:ﬁrtg]fghotﬁg%cr(e)}\éi? S;ﬁggafrr]?m the DNA or 12/ DR | The letter of approval from the DNA of Chi WgARE OK
3/ has not been obtained.
The letter of approval from the DNA of
Switzerland has not been obtained.
The LoA from the DNA of China and the
DNA of Switzerland need to be provided to
confirm whether all project participants have
been authorized by an involved Party.
B. Project design 864
B.l.Dpes the PDD describe the CDM project activity 1/ DR It is in a transparent and accurate way to OK
with all relevant elements in a transparent and describe the project activity such as project
accurate way? /4l site, the capacity, the turbines and parameters
and those are consistent with related
information reflected in FSR /4/.
B.2.Has the CDM project activity at the start of the ., DR  Yes, the project construction has been started OK
validation been constructed or does the CDM in 11 April 2009 /20/, prior to the start of the
project activity use existing facilities or /41 ' validation on 11 August 2009. The project
equipment? 120/ does not use the existing facilities or
189/ equipments, which has been verified through
the FSR /4/ and the follow-up interview /89/.
B.3.Is the project a large scale project, a small scale ;, DR | The project is a large scale project and the on- OK
project with average annual emission reductions site visit has not been implemented.
* MoV = Means of Verification, DR= Document Revielw, Interview A-42
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above 15 000 tonnes or a bundled small scale

141

The project construction has been started from
project? Has on-site visit been carried out? /88/ 11 April 2009 when the road construction
permission was issued /20/, prior to the follow-
up interview on 16 September 2009; the
project was only partly completed (mainly
foundation for the turbines). The project is
expected to be operating in December 2009.
Therefore, DNV is able to justify that on-site
visit was not necessary for the project during
the validation.
The follow-up interview has been carried out
on 16 September 20009.
B.4.Does the project activity involved alteration of 1/ DR | No, the project is a new power plant and does OK
existing installations? If so, have the differences not involve any alteration of existing
between pre-project and post-project activity been /4/ installations.
clearly described in the PDD?
C. Project emissions not addressed by the methodolo¢  §76
C.1.Does the methodology describe all project 1/ DR  Project emission for the project is regarded as OK
emission source for the project activity that zero as the project is a renewable energy (wind
contributes all 1% of the emission reductions? 110/ source) project and there is no leakage that
Sources that the methodology considers not to take does not need to be considered while applying
into account are not relevant (e.g. cement and iron the methodology ACM0002.
consumption for building hydropower plants).
D. Documentation of baseline emissions 886
D.1.Documentation of the baseline determination: 1/ DR » All assumptions and data used in the OK
« All assumptions and data used by the project baseline determination are described
participants are listed in the PDD and related 14/ | in the PDD version 1 of 24 July 2009.
document to be submitted for registration. The datgq g, * Yes, all documentation is relevant as
are properly referenced. well as correctly quoted and
» All documentation is relevant as well as correctly 189/ interpreted.
quoted and interpreted. » Assumptions and data can be deemed
* MoV = Means of Verification, DR= Document Revielw, Interview A-43
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* Assumptions and data can be deemed reasonable reasonable.

* Relevant national and/or sectoral policies and * Relevant national and/or sectoral
circumstances are considered and listed in the policies and circumstances are
PDD. considered and listed in the PDD

« The methodology has been correctly applied to version 4 of 10 September 2010.
identify what would occurred in the absence of the The methodology ACM0002 version 10 /10/
proposed CDM project activity has been correctly applied to identify what

would occur in the absence of the proposed
project.

The applicabilty of the methodology
ACMO0002 version 10 /10/ is justified due to
the following facts:

* It is a grid connected zero emission
renewable electricity capacity
additionsfrom wind energy.

e It does not involve switching from
fossil fuel to renewable energy at the
project site through the follow-up
interview /89/ and the FSR /4/.

» The project is connected to NECPG
which geographical and system
boundaries are clearly identified and
information on the characteristics of
this grid is available.

E. Documentation of the calculations 891

E.l.AIg_ori'ghms and/pr formulae used to determine 1/ DR It has been verified by DNV the algorithms OK
emission reductions and formulae shown in the EF calculation

E.2.All assumptions and data used by the project /10/ spreadsheet and the following points have been
participants are listed in the PDD and related 112/ confirmed by DNV:
document submitted for registration. The data are - All assumptions and data are listed in
properly referenced the PDD. The data are properly
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E.3.All documentation is correctly quoted and
interpreted.

E.4.All values used can be deemed reasonable in t
context of the project activity

E.5.The methodology has been correctly applied to
calculate the emission reductions and this can |
replicated by the data provided in the PDD and
supporting files to be submitted for registration.

e

referenced

« Al documentation is
referenced and interpreted.

« All
reasonable.

« The methodology has been correc
applied and this can be replicated

the data provided in the PDD and
supporting files to be submitted for

registration.

correctly

values used can be deemed

tly
by

F. Implementation of the monitoring plan 8122c
F.1.How were the plans for implementation of the 1/ DR | The monitoring plan in the PDD version 4 of OK
monitoring plan, data management, QA/QC 10 September 2010 can provide guideline for
procedures assessed? To what extent can the  /88/ | the emission reductions achieved by the
emission reductions achieved by the project by  /gg, project and verified later by a DOE.
monitored ex-post and verified later by a DOE?
G. CDM consideration prior to starting date
G.1.The prior consideration of CDM for the project 1/ DR | According to the guidance of annex 61, EB48, OK
activity complies with EB41 annex 46 the project participant must inform the host
1271 party DNA and the UNFCCC secretariat | in
128/ writing of the commencement of the project
activity and of their intention to seek CDM
status within the 6 months after the project
starting date.
The form of Prior Consideration of the CDM
was submitted to the Chinese DNA by the
Longyuan (Xing'anmeng) Wind Power Co.,
Ltd. on 11 April 2009, and confirmed by the
Chinese DNA on 1 July 2009.
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The form of Prior Consideration of the CDM
submitted to the EB by the Longyuan
(Xing'anmeng) Wind Power Co., Ltd. on 20
July 2009, and confirmed by the EB on 23 July
2009.
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Table 3 Resolution of Corrective Action and Clarifcation Requests

e Ref. to
Draft report clarifications and :
: . checklist , I .
corrective  action requests by . Summary of project owner response Validation team conclusion
o guestion
validation team .
in table 2
CAR 1 A.2.2 The Letters of Approval (LoA) from DNA of ChlnaThe LoA from the Chinese DNA has

have been submitted to DOE.

The Letter of Approval (LoA) from the 5 5 3 The Letters of Approval (LoA) from DNA of

DNA of China has not been received.

been received and verified.

A 4.1 | Switzerland will be submitted to DOE soon. The LoA from the DNA of
The LoA from Switzerland has not =~ Switzerland has been received and
been received yet. verified.
The CAR 1 is closed.
CcL1 A33 The training records and training certificates haﬁe training plan and training

been submitted to DOE. e ; J
The training procedures are notB.13.2 | The training procedures are included in the upda}cge ;m(;]ates Lor the de%mgtetc)l Stadf
identified in the PDD. PDD. ' have Dbeen provided Dy the
project participant and verified by
DNV. And the PDD /1/ has been
accordingly updated to version 4 |of
10 September 2010.

The CL 1 is closed.
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CL2

As shown in the PDD version 01 of 24
July 2009, due to the technology
the other B.2.7

limitation and high cost,
renewable sources, such as biom
solar PV and geothermal are difficult
develop without the government

policies  support. However, th

e

evidence for supporting the statement is

not identified in the PDD version 01
24 July 2009. The relevant eviden
needs to be provided.

Of
ce

First, Tuguan County of Xing’an League, where l:QgK For the alternative 3 in tH

Project is located, lacks of feasible water reses
for constructing a hydropower plant.

Second, the county located in the interior areackvp
no any wave and tidal sources;

Third, the PV solar power and geothermal powen |
its beginning stage which has very little projeirts

China and most of the projects are demonstratibae CL 2 is closed.

projects which have not put into commerg

operation. Meanwhile, there is no geothermal source

in the Tuquan County and the evidence of

distribution of geothermal source has been subdj

to DOE;
Fourth, the biomass power is also in its beginn

stage in China. There is a biomass residue power

plant which has been under constructing in Tug

county. There is no adequate biomass sourcg to

construct a power plant using biomass resourcés
the same electricity output as the Project. Mealay
according to relevant regulationin China, it
forbidden to build a redundant biomass projechim
same region.

Otherwise the proposed project owner is @
dedicated to wind power development in In
Mongolia, and has no experience and ability
develop other renewable energy power plants.
The relevant evidences have been submitted to [
and the PDD has been updated.

baseline scenario analysis, furth
references have been provided on
Unfea5|b|llty of solar, geothermg
hiomass and tidal sources to gene
Sthe same amount of electricity /31/.

ial

the
tte

ing
uan

wit
ni
is
t

nly
her

to

DOE,

e
er
the
\l,
ate
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CL3

Further clarification is required on the

B.3.1
B.3.2

appropriateness of the input values| to B.3.3
o B3

the investment analysis as per th
requirement of EB 38 paragraph 54(c)
guidance, in particular:

(&) Whether the *“other cost” of 50
RMB/kWh and “material cost” of 10
RMB/kWh are in the correct range
according to the FSR code;

(b) The breakdown of “other cost”;

All of the input values used in the PDD come fr

POK. As verified the explanation gn

FSR which is issued by the third party and has bega “other costs” and “material cost”

approved by the local government.

According to the Clarification from institute, theother
other cost and material cost are in the correajedmnalysis

Meanwhile, according to the “table of contr

made by the FSR institute /60/, the

costs” in the investment
contain the other
Aghanagement expenses, other

projects” which has been submitted to DOE, the inpHanufacturing expenses and other
values to the investment analysis, including theotoperating expenses that are hot
cost and material cost, are in the correct rangeluded in operation cost in FSR /4/.

contrasted with the registered projects in In
Mongolia.

According to the economic evaluation
(Economical Assessment Method and Parameter

Construction Project), and the Clarification frg
institute, "other costs" includes other managen

expenses, other manufacturing expenses and

operating expenses. It means the rest part of \fh

management expenses, manufacturing expense
operating expenses which excludes Wages, wel
Depreciation, Amortization charge and Maint
charge.

Ca

N&Ecording to the “table of contrast
c{'érlsjects” [70/, the *“other cost per
” (50 Yuan/kW) of the project i
SdP%e to the range of the same value
'Bf the registered projects from 7 [to
! I@)tYuan/kW; the “material costs per
CKW* (10 Yuan/kw) of the project i

lv2)

fhin the range of the same value|of
5r8fdtered projects from 0 to 15
f&Gan/kw. Therefore, the “other
Absts” and the “material cost” of the
project have been verified to be
within the appropriate range. Thus,
DNV could confirm it reasonable
and conservative.

The
CL 3is closed.
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CL4

Further explanation should be provid
regarding:(a) the basis for the assun
tariff in the FSR; (b) whether th
assumed tariff is in line with th

general trend in the same region for
similar project connected to th
NECPG.

B.3.1
ed B.3.2

nedg 3 3
e

e

the

e

The FSR was finalized in August. 2008, the eleityritariff
assumed in the FSR is 0.54Yuan/kWh (incl. VAT) it
30000 hrs operation and 0.4 Yuan/kWh (incl. VAT]eaf
30000hrs.

It is could be confirmed that there were three destration
projects from 1999 to 2084and then, there are no publig
available tariff notifications issued by governménit wind
farm projects in eastern Inner Mongolia (IM) bef@@06.
Since June 2007, NDRC began to unify the tariffis the
conventional (non bidding) wind farms in eastern. [Mhe
tariff in eastern IM has been maintained at thell®f 0.54
Yuan/kWh (incl. VAT) within 30000hrs operation al
average tariff in local region after 30000hrs i t@riff
notifications issued by NDRC to other projects Eai Jia
Ge [2007]1260 dated 9/06/2007, Fa Gai Jia Ge [ZEDJ
dated 03/12/2007 and Fa Gai Jia Ge [2008]1876 d
23/07/20083. Hence, PP was able to confirm that the ta
trend in east Inner Mongolia is deemed to be stablee
2002 and the the tariff of 0.54 Yuan/kWh (incl. VAWithin

30000 hrs operation and average tariff in locaiaegfter
30000hrs which used in the FSR is the highestf tarithis
region and therefore appropriate to use in an mnvest
decision.

According to the Clarification from institute, theverage
tariff of thermal power project is 0.26Yuan/kWhdinVAT)

in Inner Mongilar, so the average tariff of
region.0.4Yuan/kWh (incl. VAT) which used in the R3s
estimated based on the average of 0.26Yuan/kWH.

VAT) and 0.54Yuan/kWh (incl. VAT).The evidences kg

OK. DNV has
' available information about wind pow

Icommercial wind farms in East Inn

Inner Mongolia is deemed to be sta
14011431144/

DNV could confirm that for
gproposed project, the assumed tariff

0.54 RMB/KWh Incl.VAT applied in the

PDD version 4 of 10 September 20

was conservative.

l?e ording to the clarification from th
SR design institute, the tariff of 0

verified publicly

tariffs in East Inner Mongolia and could
confirm that there were no existing

the

Yuan/kWh (Incl.VAT) after the first 3(

er

er

ongolia before 2006, and since June
2007 till now the tariff trend in East

ble

[¢]

4

000 operational hours is the average

value of the local average thermal ta
power tariff (0.54 Yuan/kWh,

and conservative.

0ackpe cL 4 is closed.

inc
\Y

been submitted to DOE.

(0.26Yuan/kWh, Incl. VAT) and wind
Incl.
VAT). It is considered to be reasonab

iff

e

2 Dali phase NI project: was a demonstration jent that occurred during the very early stagewiofl power development in China, operated in aedifiit economic environment, and,
received government aid as a demonstration project:
Source: Registered PDD-Project 1628-Inner Mongolik Przase IV 49.5MW Wind Power Project;
http://www.chifeng.gov.cn/html/2008-11/3130.shtml

http://www.ccchina.gov.cn/cn/NewslInfo.asp?Newslds578
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CL5

According to the Annex 11 to EB 4
the plant load factor shall be defined

the PDD as per one of the three

following options:
(a) the plant factor provided to ban

and/or equity financiers while applying

the project activity for projec
financing, or to the government whi
applying the project activity fo
implementation approval;

(b) the plant load factor determined
a third party contracted by the proje
participants (e.g. an engineeri
company);

And the documentation as the basis
the option needs to be provided
check its veracity.

8,
in

ks

—

le

=

by
2Ct

ng

to

of

B.3.1
B.3.2
B.3.3

The operation hours are 2307h and the load fast|
0.263 for the proposed project, which are deterth ne:
in FSR which made by China Fulin Wind Pow
Engineering Co., Ltd. as an independent third Pagy
contracted by the project participant and had b
provided to Local government while applying {

project activity for implementation approval.

The documentation of PLF is FSR and has H
submitted to DOE. The PLF has been defined in

PDD.

Obk. The project plant load factor
% has been identified in th

tember 2010 /1/. It is derivé
the FSR /4/ which has be
gpproved by China Fulin Win
Energy Development Co., Ltd in ]
egg:tlober 2008 /4/. Therefore, DN
confirm that the PDD has been
accordance with the EB 48 Ann
11.

The CL 5 is closed.

= _(D
=D

&ection A.4.3 of PDD version 4 of 1
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CL6

As for the common analysis identifi
in the PDD version 01 of 24 July 2009, B.3.3
capacity scale of similar projects was
defined as the range from 25MW |to
75MW and the region of similar
projects was chosen as Inner Mongolia
Autonomous Region. No evidence was
found in the PDD to justify th
determination of the capacity scale and
the region for the similar projects.
Therefore, the relevant evidence needs
to be provided to substantiate
selection.

According to the ACM0013 (Version 02.1) Page

the similar projects should be defined as the ra

from 50% to 150% of the rated capacity of the prb,

plant. So, the project chose the range from 25MV|

75MW as the similar projects of the project.
In China, the general environment of projects o
type of wind farm such as the wind resoufcemn

grid tariff, investment climafeare only similar and

comparable in the same province (Autonom
Region). On this basis, the common practice re
and comparable framework is provincial and

@gptember 2010, the region for
Similar projects and the scale
sithilar projects are respective
defined as Inner Mongolia and 50
o 150% of the project installe
capacity, which is verified by DNV.

<

£

oQfer verifying the provideg
pidpcument, it is demonstrated that
tiiae projects meeting th

project is compared to other projects in the Inn@quirements have been included

Mongolia Autonomous Region.

the common practice analysis.

The relevant evidence has been submitted to DOEThe CL 6 is closed.

ZJk. In the PDD version 4 of ];‘0

he
of
ly
%
d

all
e

n

CL7 B.13.1

The project management and operation
are briefly outlined in the PDD version
01 of 24 July 2009. For the purpose|of
further confirmation, it is required to
provide the project management and
operational manual.

The project management and operational manual
been submitted to DOE.

h@?(. The CDM monitoring manug
/49/ including the explicit monitorin
management and procedures
been supplied by the proje
participant.

The CL 7 is closed.

l

nas

4 http://cwera.cma.gov.cn/upload/b_2_left_02:jBgmulative wind installation in China till 2006.
5 The tariff issued by the NDRC is based on the sameince, such as (Fa Gai Jia Ge [2007]1260 da@#/Z007, Fa Gai Jia Ge [2007]3303 dated 03/12/26@7Fa Gai Jia Ge [2008]1876

dated 23/07/2008).
8 http://www.sdpc.gov.cn/nyjt/nyzywx/t20050810_4137ht
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CLS8

The project FSR was approved

Development and Reform Commissi
of Inner Mongolia Autonomous Regic
on 14 October 2008. And the proje
EIA was completed by Inner Mongol
Academy Institute of Environmer
Science on 08 December 2008 &
approved by Inner Mongoli
Environmental Protection Bureau on
February 2009. According to Chir
Environment Impact Assessment Lz
issued on 1 September 2003, the E
should be prepared and approy
before the approval of the project FS

Therefore, the clarification on why the

by
on
n
2Ct
a
nt
and
a
27
na
AW
FIA
ed
R.

project EIA was prepared after the FSR

approval is required.

D.1.2
D.1.6

The EIA of the project had been approval by Imgﬁer verifying the environmeAt
S

Mongolia Environmental Protection Bureau on
September 2005 which issued to the other compa
On Jun, 20th 2008, the project owner took over
development right from the other company which h

been approved by the Development and Refo
Commission of Inner Mongolia Autonomous Regin%

And the FSR was approved on 14 October 2008.

That is, the EIA had been prepared and approvien the FSR was approved by

before the approval of the project FSR.
But, in order to develop the project as a CDM b

=)

€ommission of

sessment opinions given by the
roject ex-owner, Kelipu Wind
wer Co., Ltd. /61/, the EIA of the
ject was once approved by Inner
ngolia Environmental Protectign
ureau on 27 September 2005.

he
Refor
Mongoli

and
Inner

Development

and got the LOA from China DNA, the project owné¥utonomous Region on 14 October

got a new approval from Inner Mongo
Environmental Protection Bureau which issued to
project owner.

The evidences have been submitted to DOE.

i2008 /4/.
Before receiving the LoA from th

DNA of China /2/, the EIA of th
proposed project was implemented
again by Inner Mongolia Academy
Institute of Environment Science ¢n
8 December 2008 and approved |by
Inner Mongolia Academy Institute of
Environment Science on 7
February 2009 /5/.

Therefore, the CL 8 is closed.
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CL9

B.3.1

According to the guidance of EB5%1 B.3.2
Annex 58, the actual interest payable B.3.3

should be taken into account in the
calculation of income tax in cases
where a post-tax benchmark is applied

in the project financial assessment.

As for the proposed project, the IRR |of
8% (post-tax) was regarded as the
benchmark for the project investment

analysis.

Due to the impact of loan interest pn
income tax calculations, it is required|to
include the actual interest payable into

the income tax calculation.

The actual interest payable has been taken
account in the calculation of income tax in ca

where a post-tax benchmark is applied in the ptqj

financial assessment.
A new spreadsheet of IRR has been submitte
DOE.

d

o8

im?er verifying the updated IRj?
readsheet /6/, it is found that the

erest payable has been included in

the calculation of

income

tax.

Therefore, DNV ensures that the

project IRR calculation is conducted

in accordance with the guidance |of

EB51 Annex58.
The CL 9 is closed.
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APPENDIX B

CERTIFICATES OF COMPETENCE



CERTIFICATE OFCOMPETENCE

Xiaojun Johnsen Zhang

Qualification in accordance with DNV’s Qualificaticccheme CDM/JI (ICP-8-1-CDMJI-i1)

GHG Auditor: | Yes
Technical Area CDM CDM Sector Methodology Technical
Validator  Verifier Expert Expert Reviewer
Landfill gas
Hydro power Jan 2009
Renewables Wind power Jan 2009
Other renewable
Biomass
Grid connection of isolated system
Cement Jan 2009

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Aug 2009 Aug 2009

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CO, recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Havik, 28 August 2009

Mihae!

(thone -

Michael Lehmann
Technical Director, Climate Change Services



CERTIFICATE OFCOMPETENCE

zhi Ang (Walter) Tang

Qualification in accordance with DNV's Qualificatiicheme CDM/JI (ICP-8-1-CDMJI-i1)

GHG Auditor: | Yes
Technical Area CDM CDM Sector Methodology Technical
Validator ~ Verifier Expert Expert Reviewer
Landfill gas
Hydro power Jan 2009
Renewables Wind power Jan 2009 Apr 2009 Apr 2009

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Sept 2009

Efficiency of thermal power plants

July 2009 July 2009

Coal mine methane

Fuel switch

Sept 2009

Manure management

Waste / wastewater treatment

Energy efficiency

Sept 2009

N,O

HFCs

Flare reduction

PFCs

Charcoal

CQO; recovery

Sept 2009

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hovik, 1 September 2009

/‘{/Zhaﬂ (ohie- -

Michael Lehmann

Technical Director, Climate Change Services



CERTIFICATE OFCOMPETENCE

Weidong Yang

Qualification in accordance with DNV's Qualificatiicheme CDM/JI (ICP-8-1-CDMJI-i1)

GHG Auditor: Yes
Technical Area CDM CDM Sector Methodology Technical
Validator ~ Verifier Expert Expert Reviewer

Landfill gas

Hydro power

Renewables Wind power

Jan 2009 Jan 2009

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CQO; recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Hoavik, 9 January 2009

/‘{/Zhaﬂ (ohie- -

Michael Lehmann

Technical Director, Climate Change Services



CERTIFICATE OFCOMPETENCE

Xue, Yan Ju (Andi)

Qualification in accordance with DNV’s Qualificaticiccheme CDM/JI (ICP-8-1-CDMJI-i1)

GHG Auditor: Yes
Technical Area CDM CDM Sector Methodology Technical
Validator ~ Verifier Expert Expert Reviewer

Landfill gas

Hydro power

Renewables Wind power

Other renewable

Biomass

Grid connection of isolated system

Cement

Waste-heat / waste-gas recovery

Efficiency of thermal power plants

Coal mine methane

Fuel switch

Manure management

Waste / wastewater treatment

Energy efficiency

N,O

HFCs

Flare reduction

PFCs

Charcoal

CQO; recovery

Transport

Non-renewable biomass

Biofuel

Pipeline leakage reduction

Sk

Havik, 29 August 2009

Michae! (thns- -

Michael Lehmann

Technical Director, Climate Change Services



