DNV

VALIDATION REPORT

SHANXI HONGYI GLASSWARE
CO.,LTD. SMALL -SCALE FUEL
SWITCHING PROJECTIN CHINA

REPORTNO. 2010-0127

REevisiON No. 02

DET NORSKE VERITAS



DET NORSKE VERITAS

VALIDATION REPORT

Date of first issue: ConCert Project No.: DNV CLIMATE CHANGE
2010-04-23 PRJC-174287-2009-CCS-BEL SERVICESAS
Recommended for approval by: | Approved by Organisational unit: Veritasveien 1,

] ) 1322 H@VIK, Norway
Chandrashekara Michael Lehmann|Climate Change and Tel. +47 67579900
Kumaraswamy Environmental Services http://www.dnv.com
Client: Clientref- Org. No: NO 994 774 352 MVA
Trading Emissions PLC Mr. Des Godson
Summary:

Project Name: Shanxi Hongyi Glassware Co., Ltd. Small-scale Bweitching Project
Country: China

Methodology: AMS-III.B Version: 14

GHG reducing Measure/TechnologyFuel switch Sectoral Scope01

ER estimate:45 251 tCQe per year (average)

Size

[ ] Large Scale X] Small Scale

Validation Phases:

X] Desk Review

X Follow up interviews

<] Resolution of outstanding issues

Validation Status

[ ] Corrective Actions Requested [ ] Clarifications Requested
X Full Approval and submission for registration [ ] Rejected

In summary, it is DNV’s opinion that the projecttimty “Shanxi Hongyi Glassware Co., Ltd. Smaltale
Fuel Switching Project” in China, as describedhe DD, version 03 of 6 May 20lineets all releval

© 2009 Det Norske Veritas AS

photocopying or recording, without the prior writteonsent of Det Norske Veritas AS.

All rights reserved. This publication or parts #@frmay not be reproduced or transmitted in anyfor by any means, including

Head Office: Veritasvn. 1, N-1322 H@VIK, Norway

CDM Validation Report Template, version 15, 201talL

UNFCCC requirements for the CDM and correctly agplihe baseline and monitoring methodology AMS-
[11.B, version 14. Hence, DNV requests the regigtraof the project as a CDM project activity.
Report No.: Subject Group:
2010-0127 Environment Indexing terms
Report title: Key words
Shanxi Hongyi Glassware Co., Ltd. Small-scale FuelClimate Change
Switching Projectn China Kyoto Protocol
Validation
Clean Development Mechanism
Work carried out by:
Kakaraparthi Venkata Raman; Xue Yan Ju | |[X] No distribution without permission from
ﬁlndl; Lgl Chee Keong; Huang Peng; OsadchieV,  the client or responsible organisational ynit
exande o -
Work verified by: [ ] free distribution within DNV after 3 years
Chandrashekara Kumaraswamy, Hou Bao Jun [] Strictly confidential
Date of this revision: Rev. No.: Number of pages: ) o _
27 May 2011 02 28 [] Unrestricted distribution



DET NORSKE VERITAS

VALIDATION REPORT

Table of Content

1

2
2.1
2.2

3

3.1
3.2
3.3
3.4
3.5

4
4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8
4.9
4,10
411

EXECUTIVE SUMMARY — VALIDATION OPINION .........comciiinnnn.

INTRODUCGCTION ..ottt mmmm e

Objective
Scope

METHODOLOGY ...

Desk review of the project design documentation
Follow-up interviews with project stakeholders
Resolution of outstanding issues

Internal quality control

Validation team

VALIDATION FINDINGS ...t

Participation requirements

Project design

Application of selected baseline and monitoringhodblogy
Project boundary

Baseline identification

Additionality

Monitoring

Algorithms and/or formulae used to determine erais&missions
Environmental impacts

Comments by local stakeholders

Comments by Parties, stakeholders and NGOs

Appendix A Validation Protocol
Appendix B Initial Validation Protocol
Appendix C Curricula vitae of the validation team members

Report No: 2010-0127, rev. 02 i

&

Page i




DET NORSKE VERITAS

VALIDATION REPORT

Abbreviations

CAR
CDM
CER
CL
CO
COe
DNV
DNA
DOE
EB
EF
EIA
ERPA
FAR
GHG
GWP
IPCC
LoA
NCV
NDRC
NG
NGO
NPV
ODA
PDD
PP
RMB
SSC
tCOe
UNFCCC
VAT

Corrective Action Request

Clean Development Mechanism

Certified Emission Reduction(s)
Clarification request

Carbon dioxide

Carbon dioxide equivalent

Det Norske Veritas

Designated National Authority

Designated Operational Entity

Executive Board

Emission Factor

Environmental Impact Assessment
Emission Reductions Purchase Agreement
Forward Action Request

Greenhouse gas(es)

Global Warming Potential
Intergovernmental Panel on Climate Change
Letter of approval

Net calorific value

National Development and Reform Commission
Natural Gas

Non-governmental Organisation

Net Present Value

Official Development Assistance

Project Design Document

Project Participant

Renminbi, Chinese currency (yuan)

Small Scale Project Activities

Tonnes of C@equivalents

United Nations Framework Convention on Cten@hange

Value-added tax

Report No: 2010-0127, rev. 02 i&

NI

€

Page ii




DET NORSKE VERITAS i §
Report No: 2010-0127, rev. 02

VALIDATION REPORT D]—N]——

€

1 EXECUTIVE SUMMARY — VALIDATION OPINION

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

“Shanxi Hongyi Glassware Co., Ltd. Small-scale F@&@stitching Project” in China. The

validation was performed on the basis of UNFCCGQecia for the Clean Development
Mechanism as well as criteria given to provide donsistent project operations, monitoring
and reporting.

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

The host Party is China and the Annex | Party idtéth Kingdom of Great Britain and
Northern Ireland. Both Parties fulfil the participan criteria and have approved the project
and authorized the project participants Shanxi Hgn@lassware Co., Ltd. and Trading
Emissions PLC. The DNA from China confirmed tha firoject assists in achieving
sustainable development.

The project correctly applies the baseline and navimg methodology AMS-I111.B, versid@
“Indicative simplified baseline and monitoring metiologies for selected small scale CDM
project activity categories-Type Il1.B. - Switchifagsil fuels”.

The project activity involves the switch of fo$sil from coal to the less carbon-intensive
natural gas. As a result, the project results idluetions of CQ emissions which are real,
measurable and give long-term benefits to the matibg of climate change. It is
demonstrated that the project is not a likely beselscenario. Emission reductions
attributable to the project are hence additionalaioy that would occur in the absence of the
project activity.

The total emission reductions from the project astimated to be on the average 45 251
tCO,e per year over the first 7 years renewable craditperiod. 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 plan provides for the monitoringtbé project’s emission reductions. The
monitoring arrangements described in the monitorpign are feasible within the project

design and it is DNV’'s opinion that the project peapants are able to implement the
monitoring plan.

In summary, it is DNV’s opinion that the projectigity “Shanxi Hongyi Glassware Co., Ltd.

Small-scale Fuel Switching Project” in China, assdebed in the PDD of version 03 dated 6
May 2011, meets all relevant UNFCCC requirementstie CDM and correctly applies the

baseline and monitoring methodology AMS-III.B, wers14. Hence, DNV requests the
registration of the project as a CDM project actyvi

Bangalore and Oslo, 27 May 2011

Q@%“ Hichau! e

Kakaraparthi Venkata Raman Michael Lehmann
CDM Validator Director of Services and Technolagie
DNV India DNV Climate Change Services AS
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2 INTRODUCTION

Trading Emissions PLC has commissioned DNV Climatenge Service&AS (DNV) to
perform a validation of the “Shanxi Hongyi Glassev&o., Ltd. Small-scale Fuel Switching
Project” in China (hereafter called “the projectThis report summarises the findings of the
validation of the project, performed on the bagilNFCCC criteria for the CDM, as well as
criteria given to provide for consistent projecteogtions, monitoring and reporting.
UNFCCC criteria refer to Article 12 of the Kyoto d®ocol, the CDM modalities and
procedures, the simplified modalities and procesldoe small-scale CDM project activities
and the subsequent decisions by the CDM Executba®

2.1 Objective

The purpose of a validation is to have an indepentterd party assess the project design. In
particular, the project's baseline, monitoring pland the project’s compliance with relevant
UNFCCC and host Party criteria are validated ineoid 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 asess@ry to provide assurance to
stakeholders of the quality of the project andintended generation of certified emission
reductions (CERS).

2.2 Scope

The validation scope is defined as an independahtobjective review of the project design
document (PDD). The PDD is reviewed against thiega stated in Article 12 of the Kyoto

Protocol, the CDM modalities and procedures as emfjiie the Marrakech Accords, the
simplified modalities and procedures for small-ec@DM project activities and the relevant
decisions by the CDM Executive Board, including tqgproved baseline and monitoring
methodology AMS-III.B, version 14 (Sectoral Scop4). The validation was based on the
recommendations in the Validation and VerificatManual /42/.

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

1] the resolution of outstanding issues and tlsaiasce of the final validation report and
opinion.

The following sections outline each step in moreitle

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

3.1.1 Documentation provided by the project participants

11/ Trading Emissions PLCCDM-PDD for project activity “Shanxi Hongyi Glassvea
Co., Ltd. Small-scale Fuel Switching Project” iniG& version 2 dated 19 March 2009
and version 3 dated 6 May 2011.

12/ Shanxi Guoyang Investment Consulting Co., Lgasibility Study Report of (FSR) for
project activity “Shanxi Hongyi Glassware Catd. Small-scale Fuel Switching Projéct
in China dated June 2006 and approved by Shan&dinty Planning Commission,
dated 16 August 2006.

13/ Shanxi Qi County Environmental Protection AgengjA registration form for project
activity “Shanxi Hongyi Glassware Coltd. Small-scale Fuel Switching Projéctn
Chinaratified on 16 September 2006

/4] Trading Emissions PLCNPV analysis calculation spreadsheet for projectivéty
“Shanxi HongyiGlassware Co., Ltd. Small-scale Fuel Switchingéatdin China, Version
02 dated 19 March 2009 and version 03 dated 6 Naj .2

/5 Trading Emissions PLCER calculation spreadsheet for project activity ki
HongyiGlassware Co., Ltd. Small-scale Fuel Switchingdatbin China, Version 02 dated
19 March 2009 and version 03 dated 6 May 2011.

16/ Zhangjiagang Dongfeng Special Blower-Fan Co., Lffiechnical specification of
blowers for the proposed project activiiated 1 April 2007.

I71 Shanxi Hongyi Glassware Co., Lt& Zhangjiagang Dongfeng Special Blower-Fan
Co., Ltd.: The purchase agreement of blower for the proposepkqt activity,dated 3
April 2007.

18/ Shanxi Hongyi Glassware Co., Ltdhe Minutes of Board Meeting to decide the CDM
developmentdated 10 October 2006.

/9/  Shanxi Hongyi Glassware Co., Ltd. and Chinagyén Engineering Co., Ltd.:
Engineering procurement and construction contractShanxi Hongyi Glassware Co.,
Ltd. Small-scale Fuel Switching Projediated 10 February 2007.

/10/ Shanxi Hongyi Glassware Co., Ltd. and Shanxi Taiywhuan Environmental
Protection Technology LtdCDM Consulting Contract for Shanxi Hongyi Glassware
Co.,Ltd. Small-scale Fuel Switching Projedated 23 June 2007.

/11/ Shanxi Hongyi Glassware Co.fd. Small-scale Fuel Switching Projec€EDM-related
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112/

113/

114/

115/

116/

1171

118/

119/

120/

121/

122/

123/

124/

125/

126/

1271

128/

training records dated 10 September 2007 andetember 2007.

Shanxi Hongyi Glassware Co., Ltd. and Qixian Haoyd&atural Gas Co., LtdThe
natural gas supply intention foghanxi Hongyi Glassware Co., Ltd. Small-scale Fuel
Switching Projectdated 2 May 2006.

Shanxi Hongyi Glassware Co., Ltd. and Qi countyuds Natural Gas Co., Ltd.:
Natural Gas Supply Agreement for Shanxi Hongyi &lase Co.Ltd. Small-scale Fuel
Switching Projectdated 17 January 2008.

Qi county Jieyuan Natural Gas Co., Ltthvoices of natural gas supplied &hanxi
Hongyi Glassware Co., Ltd. Small-scale Fuel SwitghProject(including the natural gas
price of 2.03 RMB/ Nfj, dated 18 November 2008.

Qi county Jieyuan Natural Gas Co., Ltthvoices of natural gas supplied &hanxi
Hongyi Glassware Co., Ltd. Small-scale Fuel SwitghProject(including the natural gas
price of 2.12 RMB/Nf), dated 16 December 2009.

Qi county Jieyuan Natural Gas Co., Ltthvoices of natural gas supplied 8hanxi
Hongyi Glassware Co., Ltd. Small-scale Fuel SwitghProject(including the natural gas
price of 2.42 RMB/NA), dated 25 December 2010.

Bureau of commodity prices of Jinzhong City in Shiarovince:Notice on the price
of natural gas in the Jinzhong Citgated 24 February 2009.

Jie Xiu City Xiaoweigou Coal Supply Co., Ltdnvoice of coal purchased by the
Shanxi Hongyi Glassware Co., Ltdated 10 January 2007.

Jie Xiu City Xiaoweigou Coal Supply Co., LtdProof to demonstrate the coal price in
Shanxi provincedated 26 October 2010.

Shanxi Hongyi Glassware Co., Ltd. and Trading Emorss PLC: CDM Emission
Reductions Purchase Agreement (ERPA) for Shanxgiddalassware Coltd. Small-
scale Fuel Switching Projectlated 3 October 2008.

Shanxi Hongyi Glassware Co., LtdMonitoring training scheme and recorddated
September 2007.

Shanxi Qi County Planning Commissiofhe construction commencement for Shanxi
Hongyi Glassware ColLtd. Small-scale Fuel Switching Projeclated 12 February 2007.
Shanxi Hongyi Glassware Co., Ltd. and Shanxi Huaabteen Industry Development
Ltd.: CDM consultation agreement for Shanxi Hongyi Glaa®aCo.,Ltd. Small-scale
Fuel Switching Projectdated 16 November 2006.

Shanxi Hongyi Glassware Co., Ltd. & Shanxi Boda Green Industry Development
Ltd.: Termination of the CDM consultation agreemetated 16 May 2007.

Shanxi Hongyi Glassware Co., Ltdonitoring and operation manual of Shanxi
Hongyi Glassware Coltd. Small-scale Fuel Switching Projeatersion 1 dated August
2009.

Shanxi Hongyi Glassware Co., Ltd. & Cangzhou Ming#Htastics Co., Ltd Purchase
agreement of natural gas pipelingated 6 April 2007.

Shanxi Hongyi Glassware Co., Ltd. & China Jinye §&arction Engineering
Company: Supplementary construction contract of natural demsler, dated 8 May
2007.

Shanxi Hongyi Glassware Co., Ltd. & Qi county JiayuNatural Gas Co., Ltd.:
Agreement for the construction and installation naftural gas pipelingsdated 18
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129/ Shanxi Hongyi Glassware Co., Ltd. & Zhangjiagarty Blongfeng Special blower Co.,
Ltd.: Purchase Agreement of Centrifugal blowetated 3 April 2007.

130/ shanxi Hongyi Glassware Co., Ltd.he annual reports of coal used by Shanxi Hongyi
Glassware Co., Ltddated 2004 to 2006.

1311 Jie Xiu City Xiaoweigou Coal Supply Co., Ltd35 copies of invoices of coal
purchased by the Shanxi Hongyi Glassware Co., dated 2004 to 2006.

132/ shanxi Hongyi Glassware Co., Ltd:he annual reports of glass generated by Shanxi
Hongyi Glassware Co., Ltddated 2004 to 2006.

133/ Shanxi Hongyi Glassware Co., Ltdlhe sales receipts of glass by Shanxi Hongyi
Glassware Co., Ltddated 2004 to 2006.

134/ Shanxi Coal Quality Certification CentdReport on net calorific value (NCV) for the
coal used by the Shanxi Hongyi Glassware Co., dated 30 June 2006.

135/ Qi county Jieyuan Natural Gas Co., Ltdeport on NCV for the natural gas supplied to
Shanxi Hongyi Glassware Co., Ltdated 26 October 2007.

136/ Chengde Huafu Glass Technology Engineering Co.,: Uttspection of technical
parameters of 2 glass kilndated May 2005.

1371 Shanxi Hongyi Glassware Co., Ltdavoices of natural gas consumed by the Shanxi
Hongyi Glassware Co., Ltddated July 2008 to 2010.

/38/  shanxi Hongyi Glassware Co., Ltdonthly statistics of glass produced by the Shanxi
Hongyi Glassware Co., Ltddated July 2008 to 2010.

139/ Shanxi Hongyi Glassware Co., Ltd30 copies of answered questionnaire for the
stakeholder commentdated August 2006.

3.1.2 Letters of approval

140/ NDRC of China (DNA of China):Letter of approval (LoA) for Shanxi Hongyi
Glassware Co., Ltd. Small-scale Fuel Switchimgjectdated April 2009.
http://cdm.ccchina.gov.cn/web/NewsInfo.asp?Newsk¥63

141/ Department of Energy and Climate Change of Uniténigdom of Great Britain and
Northern Ireland (DNA of Annex | Partyl.0A for Shanxi Hongyi Glassware Co., Ltd.
Small-scale Fuel Switchiryoject dated 12 March 2010.
http://www.decc.gov.uk/assets/decc/what%20we%200lb#l620climate%20change
%20and%?20energy/tackling%20climate%20change/imdtesjy/mechanisms/clean_de
v/1 20100527094605 e @@ _cdmukapprovedprojects.pdf

3.1.3 Methodologies, tools and other guidance by the CDMxecutive Board

142/ CDM Executive Boardvalidation and Verification ManuaVersion 1.2, EB55.

143/ CDM Executive BoardBaseline and monitoring methodology AMS-III.B, ia@rsl4

Indicative simplified baseline and monitoring metblmgies for selected small scale
CDM project activity categoriesType Il — other project activities, categories.BIl—
Switching fossil fuelsadopted Annex 23 EB47.
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144/ CDM Executive Board, Attachment A to Appendix Bthé simplified modalities and
procedures for small-scale CDM project activitigsdicative simplified baseline and
monitoring methodologies for selected small-scal@MCproject activity categories
Version 06, 30 September 2005.

/45/ cDM Executive BoardGeneral Guidelines to SSC CDM methodolog\srsion 15,
Annex 23 EB 58, dated 26 November 2010.

46/ CDM Executive Board: Guidelines for completing the project design docutrend
the proposed new baseline and monitoring methodedggersion 7, adopted at EB41,
dated 2 August 2008.

147/ CDM Executive Board:Guidelines on the demonstration and assessmentrior p
consideration of the CDMEB 49 Annex 22.

http://cdm.unfccc.int/EB/049/eb49 repan22.pdf
148/ CDM Executive BoardGlossary of CDM termssersion 5.
http://cdm.unfccc.int/Reference/Guidclarif/glos  CLpdf

149/ cDM Executive BoardGuidelines on the assessment of investment analyeision
3.1, EB51 Annex 58.

3.1.4 Documentation used by DNV to validate / cross-checke information
provided by the project participants

IPCC: IPCC Guidelines for National Greenhouse Gas InveaesoReference Manual
150/ dated 2006.

151/ Ministry of Justice of the People’s Republic of @diEnvironmental Protection Law
of the People’s Republic of Chindated 26 December 1989.

152/ Ministry of Justice of the People’s Republic of Githe Law of the People's Republic
of China on Evaluation of Environmental Effed&002] No.77, dated on 1 September
2003.

153/ China’s National Development and Reform Commissaml Construction Ministry:
Methods and Parameters for Economic Assessmenbiastfiction Projects (version
3), dated December 2006.

154/  State CouncilProvisional Regulations of the People’s Republi€bina on Enterprise
Income Tax (indicating the rate of enterprise ineatax is 33%)State Council No.137
[1993], valid from 1 January 1994 to 31 Decembd720
http://www.gdjy.com.cn/glpx/swzs/ds/sd_01.htm

155/ State Council:Provisional Regulations of the People’s RepublicChiina on Value
Added Tax (indicating the rate of value added t&x17%) State Council No.134
[1993], valid from 1 January 1994 to 31 Decembd&0
http://www.gov.cn/banshi/2005-08/19/content_24788.h

/56/ China glass associatiofroof regarding the experienced range of fuel comstion
ratio per ton of glass production in Chindated 21 October 2010.

/57! China NDRC:Measures for Operation and Management of CDM Ptsjée China
date 18 October 2005

http://cdm.ccchina.gov.cn/web/Newslinfo.asp?NewskB=-4
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/58/ China State CouncilRules of Construction Projects Quality Contr&tate Council
No0.279, dated 10 Janaury 2000 and effected 30 3a2080.

159/ State CouncilProvisional Regulations of the People’s Repubfi€hina on Enterprise
Income TaxGuo Wu Yuan Ling [1993] No.137, dated 13 Decenit#93 and effected
on 1 January 1994.
http://www.chinacourt.org/flwk/show.php?file_id=18%#Q

160/ UNFCCC CDM websiteThe PDD of the proposed project publicly availafie
commentsdated 5 September 2009.
http://cdm.unfccc.int/Projects/Validation/DB/1Z20ZQCO9V3866 EKGHXBSH92PL7
14/view.html

/61/  NDRC:Natural Gas Utilization Policydated 30 August 2007.

http://www.ndrc.gov.cn/zcfb/zcfbtz/2007tongzhi/tZ0®04 157244 .htm

The main differences between the web-hosted PDD thadfinal version submitted for
registration are as follows:

The combustion devices are the geographical andigddysites where the fuel switch
physically takes place. Therefore, the project lolauy in the final PDD was updated
to the natural gas combustion devices and the alagas flow monitoring system,
which is affected by the fuel switching.

The applicability to the methodology AMS-III.B, won 14 has been adequately
justified in the final PDD.

As shown in the webhosted PDD, the name of theeptgarticipant in host country
was “Shanxi Hongyi Glassware Co., Ltd. Co., Ltd"isl found to be a typo and thus
updated to be “Shanxi Hongyi Glassware Co., Ltd.thie final PDD.

The main financial parameter “Heating Cost” hashb@enoved from section B.5.

The sensitivity analysis to test the robustnessadditionality conclusion under
different conditions has been included in the PDD.

The net calorific value of natural gas (NCV) ha®raenoved from the table B.6.2
“Data and parameters that are available at vatidatio the table in the B.7 “data and
parameter monitored”. And the measurement methouds procedures applied to
monitor this parameter have been included in theitoong plan.

The monitoring plan has been further specified with addition of reporting and
calibration procedures etc.

The starting date of crediting period has been tggltom 1 January 2010 to 1 July
2011.

Other changes related to the CARs and CLs idedtifighis validation report.

After reviewing the revised PDD, version 3 dated/éy 2011 /1/, DNV issued this final
validation report and opinion.

3.2 Follow-up interviews with project stakeholders

DNV performed the on-site visit to “Shanxi HongylaGsware Co., Ltd. Small-scale Fuel
Switching Project” on 23 October 2009 since thejgmio was already commissioned.
Representatives of the project owner, “Shanxi Hol@gssware Co., Ltd. Small-scale Fuel
Switching Project” and the project participant, direg Emissions PLC were interviewed to
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resolve the issues identified during the desk wewié the PDD version 2 dated 19 March
2009 /1/.

Table below provides the information regardingidselies discussed during the site visits:

Date Name Organization Topic
162/ 2009-10-23 Mr. Zhang Teng Shanxi Hongyi » Project background
. . Glassware Co., information.
Mr. Huo Jiankui Ltd. » Project technology,
(project owner) operation, maintenance and

monitoring capability.
» Project additionality.

» Project monitoring and
management plan.

» Project approval status
(incl. EIA approval, CDM
project approval status)

> Stakeholder consultation

process
/63/ 2009-10-23  Mr. Yu Zhanying, Trading » Applicability of selected
: Emissions PLC  methodology.
Ms. Huang L1 (CERs buyer) » Baseline determination.
» Emission reductions
calculation.

» Emission reduction
» Monitoring plan

3.3 Resolution of outstanding issues

The objective of this phase of the validation isdsolve any outstanding issues which needed
be clarified prior to DNV’s positive conclusion dhe project design. In order to ensure
transparency a validation protocol was customisedie project. The protocol shows in a
transparent manner the criteria (requirements),ns1ed verification and the results from
validating the identified criteria. The validatipnotocol serves the following purposes:

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

The validation protocol consists of four tables.eTdifferent columns in these tables are
described in the figure below.

The validation protocol in Appendix A is based & tfproject design as documented and
described in the PDD, version 3 dated 6 May 2011 /1

The findings of the validation of the project desi@s documented and described in earlier
version(s) of the PDD are described in the inN@lidation protocol included in Appendix B
to this report.
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A corrective action request (CAR) is raised if afiehe following occurs:

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

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

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

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

Requirement Reference

Conclusion

The requirements th

project must meet. or

eGives reference to the legislatiq
agreement
requirement is found.

where th

nrhis

is either acceptable based on evide
eprovided QOK) or a corrective action reguest
(CAR) if a requirement is not met.

nce

Validation Protocol Table 2: Requirement Checklist

to the proposed CDM
project activity under
validation.

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

the applicable CDM requirements
have been met. fiorward action
request (FAR) during validation is
raised to highlight issues related to
project implementation that require
review during the first verification o
the project activity.

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

Corrective action and/
or clarification
requests

Ref. to checklist question
in table 2

Response by project
participants

Validation conclusion

TheCARs and/ orCLs
raised in Table 2 are
repeated here

Reference to the checklis

guestion number in Tabl
2 where the CAR or CL i
explained.

e
S|
and/or CLs.

The responses given by
the project participants
to address the CARs

The validation team'’s
assessment and final
conclusions of the CARs
and/or CLs.

Validation Protocol Table 4: Forward Action Requests

Forward action request

Ref. to checklist question
in table 2

Response by project participants

The FARSs raised in
Table 2 are repeated
here

Reference to the checklis

qguestion number in Tabl
2 where the FAR is
explained.

€

Response by project participants on how forwardoact
request will be addressed prior to first verifiaaii

Figure 1: Validation protocol tables
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3.4 Internal quality control

The validation report underwent a technical reviparformed by a technical reviewer
qualified in accordance with DNV’s qualification heame for CDM validation and
verification.

3.5 Validation team

Type of involvement
n Y4
= 5 8 o
2 | ol 25
o °ls| g g
= | c| Q@ g‘ x
Q13| ol S&|=|5|2
2| =| |2 8|0 =
S| 22| 2|2l 4| C
x| > ol ol | 4l S
n|l ol & ol G @
. | = [¢) > ol <« | £
Role Last Name First Name Country | Q| || O F | L
Team leader Kakaraparthi Raman India 4 v |V v
(CDM Validator) | Venkata
CDM Validator Xue Yanju Andi China | v v
CDM Validator Lai Chee Keong China | v |V
CDM Validator Huang Peng China |v | v |V
Assessor under | Osadchiev Alexander Russia v
training
Technical Chandrashekaral Kumaraswamindia v
reviewer
Person with Hou Bao Jun China v
sectoral
competence
assisting technical
reviewer

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

The findings of the validation are stated in théofwing sections. The validation criteria
(requirements), the means of verification and #salits from validating the identified criteria
are documented in more detail in the validatiortqurol in Appendix A.

The final validation findings relate to the projeldsign as documented and described in the
PDD, version 03 dated 6 May 2011 /1/.

4.1 Participation requirements

The project’s host Party is China and the partiofgeAnnex-1 country is United Kingdom of

Great Britain and Northern Ireland. Both China asmited Kingdom of Great Britain and

Northern Ireland fulfil the participation requirente and have ratified the Kyoto Protocol.
The project participants are Shanxi Hongyi Glassw@o., Ltd. (as the project owner) and
Trading Emissions PLC (as the CER buyer).

The DNA of China issued a Letter of Approval (LoA)0/ authorising Shanxi Hongyi
Glassware Co., Ltd. as a project participant andficning that the project assists in
achieving sustainable development.

The DNA of United Kingdom of Great Britain and Noetn Ireland issued the LoA /41/
authorising Trading Emissions PLC from the Unitedd¢lom of Great Britain and Northern
Ireland as a project participant.

The two LoAs were received from the project papicits. The authenticity of LoA from
China has been verified from the website of DNAG#Hiina’s /40/. The authenticity of LoA
from Annex | party has also been verified from thebsite of DNA of United Kingdom of
Great Britain and Northern Ireland /41/. DNV caless the letters to be in accordance with
paragraphs 45- 48 of the VVM /42/.

The project does not involve public funding, ane Walidation did not reveal any information
that indicates that the project can be seen aveasibn of official development assistance
(ODA) funding towards China.

4.2 Project design

The project is a small-scale fuel switching projecated in the Xiliuzhi Village, part of the
Xiliuzhi Contryside in Qi County, Jinzhong City, &mxi Province, P. R. China. The
geographical coordinates are north latitude &4nd east longitude 1122%", which are
confirmed to be consistent with the FSR /2/. Thaqmt envisages the switching of fuel from
high carbon intensive coal to less carbon intensiatiral gas in the two glass kilns. The
project involved the changing of the fuel combustdevices on the furnace, laying the NG
pipeline and control and measurement systems. h&lldther equipments related to glass-
making remain unchanged. DNV has verified the mtaf@plementation to be as stated in the
PDD, version 3 dated 6 May 2011 /1/ and the FSRda4 the site visit observations.

The project activity starting date is defined as FRdbruary 2007 as per thlengineering
procurement and construction contrat/ which is considered as the earliest financial
commitment for the project activity.
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The project’s system boundaries are clearly defiamethe glass kilns and combustion devices
where the fuel switch occurredhe expected operational lifetime (i.e. remaingtirhe of the
existing heat generation facility) is 25 years, etihivas confirmed from the FSR /2/.

The project developer has selected a renewablé@iogegderiod of 7 years starting from 1 July
2011 or the actual date of CDM registration. Thejguot is expected to reduce GHG
emissions by 45 251 tG@ per year.

The proposed project is not a debundled componérd Garger project as there is no
registered CDM project activity or other projeatsapply for CDM registration with the same
project participants, which is confirmed by DNV dhgh visiting the project site and
checking the CDM projects approved by the NDRC.

DNV considers the project description of the progantained in the PDD, version 3 dated 6
May 2011 to be complete and accurate /1/. The PBDpties with the relevant forms and
guidance for completing the PDD /46/.

4.3 Application of selected baseline and monitoring méibdology

The project applies the approved baseline methggofdMS-I111.B, version 14 — Indicative

simplified baseline and monitoring methodologies $elected small scale CDM project
activity categories-Type Ill.B. - Switching fossilels /43/. The applicability of this

methodology is justified as:

1) The project activity involves the fuel switchingin coal to less carbon intensive natural
gas and not any renewable energy based on thengxistlustrial application (glassware
production). The applicability has been verifiedotigh conducting the on site visit and
interviewing with the representatives of the projeaner in China /62/ and referencing
the FSR and its approval /2/.

2) The project activity only involves switching fuebf coal to natural gas in the two glass
kilns within the facility /2/. In the absence oktproposed project activity, only coal was
used as fuel; after the implementation of the psepoproject activity, only natural gas
was used as fuel. The applicability has been egtifinrough performing the on site visit.

3) With the fuel switch from coal to natural gas, fbel combustion devices are replaced to
adapt the existing glass kilns. The applicabilias lbeen verified through carrying out the
on-site visit, reviewing of the relevant contrat&6/27/ and referencing the FSR /2/.

4) The project activity primarily aims at reducing esions through fuel switching. Its
applicability has been verified through intervievittwthe representatives of the project
owner in China /62/ and confirmed the relevant imfation provided by the interviewed
personnel by the FSR /2/ and its approval /2/.

5) The project activity is not a Greenfield projectdahe remaining lifetime of the affected
system does not increase due to the project agtiwihich has been verified through
reviewing the FSR /2/.

6) The project activity does not involve the switcbrfr the fossil fuel to renewable energy
or waste gas, which has been verified through oagrgut the on site visit and interview
with the representatives of the project owner &l reviewing the FSR and its approval
12].
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7) The project activity does not cover emission reidmst on account of shift from use of
grid electricity. Its applicability has been veeidi through the check during the on site
visit and the review of the FSR and its approval /2

8) The natural gas consumption and energy use (iassgproduction) can be directly
measured and recorded within the project boundEmg. monitoring-related information
can be identified in the monitoring plan of PDD sien 3 dated 6 May 2011 /1/ and the
monitoring and operation manu&5/.

9) The project participant Shanxi Hongyi Glassware, Ctal. is a manufacturer of glassware
and the heat generated under the project actiwifgrithe on-site capative use, i.e for the
glass production. It can be confirmed through tB&F2/ and on-site inspection.

10)There are no regulations to constrain the facilityn using the energy sources before and
after the fuel switch. There is no regulation ie thost country to use low carbon energy
source such as natural gas. Its applicability hasnbverified through the review of
Natural Gas Utilization Policy61/. As per theNatural Gas Utilization Policy61/, it is
permitted to develop the projects with the fueltstvifrom coal to natural gas in the
building meterials, mechanics, fabrics and othdustrial sectors in China. No mandary
regulations to use the low carbon energy sourcks (atural gas) have been existed in
China.

11)The project activity does not result in any intégdaprocess change. Besides switch of
energy source, the operation conditions, type @f naaterial processed and type (or
quality) of products manufactured have not beemgéd by the project activity. It has
been verified against the FSR /2/ and the interwgtl the representatives of the project
owner /62/.

12) The project activity will result in an estimdté5 251 tC@e emission reductions annually,
within the egbility limit of 60 kt CQe/year /45/.

The assessment of the project's compliance with applicability criteria of AMS-III.B
(version 14) are documented in detail in sectiod &. Table 2 in the validation protocol in
Appendix A to this report.

4.4 Project boundary

In compliance the applied methodology AMS-I111.B (sien 14) /43/, the project boundary
includes the installation of natural gas combussigstem (where the switch of energy source
was taken place) and the natural gas flow moniogosiystem (affected by the switching).

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

Source GHGs involved| Description
Baseline emission$ Emission CO; The baseline emission factor for the
from coal proposed  project activity is

determined as ex-ante. Its calculation
is referred to the section 4.8 of this
validation report.
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Project emissions | Emission CO, Project emissions are resulted from
from the combustion of natural gas. |It
natural gas calculation refers to the section 4.8

of this validation report.

Leakage No N/A No leakage calculation is requimed i
applying this methodology.

The identified boundary and selected sources asdsgare justified for the project activity.
The validation of the project activity did not red@ther greenhouse gas emissions occurring
within the proposed CDM project activity boundasyaresult of the implementation of the
proposed project activity which is expected to dbote more than 1% of the overall
expected average annual emission reduction, whiemat addressed by AMS-III.B (version
14) /43/.

4.5 Baseline identification

In accordance with the methodology AMS-III.B (versil4) /43/, the baseline scenario is
defined as the continuation of the current practiteising coal as fuel in the combustion
devices connected to two glass kilns of the glassofy. The historic information of three
years prior to the project implementation, in terofsthe coal consumption and product
output (glass) has been used to arrive at the amidactor for the baseline situation, i.e.
EFgsL (tCOy/ton of glass). DNV has verified the historic datathe coal consumption and the
glass manufactured and confirms the baseline detation to be transparent and reasonable.
The historic data considered is for the years 2Q005 and 2006. The emission factor in the
baseline scenario is calculated to be 3.1138M00 of glass (the detailed calculation process
can be referred to in the section 4.8).

The approved baseline methodology has been corraggilied to identify a complete list of
realistic and credible baseline scenarios, anddietified baseline scenario most reasonably
represents what would occur in the absence ofrithyigoged CDM project activity.

All the assumption and data used by the projectigi@ants are listed in the PDD and/or
supporting documents. All documentation relevamtestablishing the baseline scenario are
correctly quoted and interpreted in the PDD. Asstiong and data used in the identification
of the baseline scenario are justified appropiyat&lipported by evidence and can be deemed
reasonable. Relevant national and/or sectoral ipsliand circumstances are considered and
listed in the PDD.

4.6 Additionality

The additionality of the proposed project has béemonstrated by applying the Attachment
A to Appendix B to the simplified modalities andopedures for small-scale CDM project
activities /44/.

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

Starting date of this project activity is definesl 20 February 2007 at which tEagineering
procurement and construction contragas signed /9/. It has been verified to be théesar
time of financial commitment by comparing the othéocuments, including a) the

Page 15




DET NORSKE VERITAS i §
Report No: 2010-0127, rev. 02

VALIDATION REPORT DINIW

construction commencement of the project on 12 ueelgr 2007 /22/, and b) purchase
agreement of blower on 3 April 2007 /7/. The datel® February 2007 for signing
Engineering procurement and construction contrigcthus considered as the starting date of
the project /9/, which is prior to the date of PpDblication on 5 September 2009. On the
basis of the EB41 Para 67, it is DNV’s opinion ttias date correctly represents the earliest
date of the implementation, construction or redloacdates. As per the paragraph 99 of
VVM /42/, DNV validation team confirms that the dgitag date of the project activity,
reported in the PDD /1/, is in accordance with“tBssary of CDM terms” /48/.

The awareness of the CDM prior to project’s start dite and the decesiveness of CDM
benefits in the investment decision was demonstratefrom the following chronological
events:

No. date Events

The FSR was prepared by Shanxi Guoyang Investmamsulting
Co., Ltd. /2/, which indicates the project activitgs the financia|
unattractiveness. The project participants weregssigd tq
consider the CDM support.

1 June 2006

Approval letter of the FSR was issued by Shanxi Cunty

2 | 16 August 2006 Planning Commission /2/.

The environmental impact report of the project \amti was
ratified by the Shanxi Qi County Environmental Ration
Agency /3/.

16 September
2006

The board meeting was held to decide the developrokmhe

4 | 10 October 2006 proposed project with the support of CDM revenue /8

16 November | CDM consulting contract between the project ownad &hanxi
2006 Huaaoda Green Industry Development Ltd. was sigagd

—

Engieering procurement and construction contrsighed betweer
6 | 10 February 200Y Shanxi Hongyi Glassware Co., Ltd. and China Jingggineering
Co., Ltd.. This is the start date of the projecivaty /9/.

The CDM development was determined on the boardingeen 10 October 2006 /8/. The
CDM consulting contract between the project owned &hanxi Huaaoda Green Industry
Development Ltd. was signed on 16 November 2006. /23s DNV's opinion that these
events demonstrate that the project developer waseaof CDM prior to project’s start date
and CDM benefits were a decisive factor in the slenito proceed with the investment.

Continuing and real actions to secure CDM statuparallel with project’'s implementation
were demonstrated from the following chronologeaénts:

No. date Events

Engieering procurement and construction contracas signed
between Shanxi Hongyi Glassware Co., Ltd. and CHimgye
Engineering Co., Ltd.. This date was substantiatethe start date
of this project activity /9/.

1 10 February 2007
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Construction commencement was approved by Shangd@ity

2 | 12 February 2007Planning Commission /22/

The technical specification of blowers was issugdbangjiagang

3 1 April 2007 Dongfeng Special Blower-Fan Co., Ltd. /6/

The blower purchase purchase agreement signed dretBfeanxi
4 3 April 2007 | Hongyi Glassware Co., Ltd. and Zhangjiagang Dongf8pecial
Blower-Fan Co., Ltd. /7/

Contract with Shanxi Huaaoda Green Industry Develaqt Ltd.

5 16 May 2007 for CDM development was terminated /24/

10 September

2007 1°' CDM Training meeting was held by the project owrigt/

7 | 7December 2007 2" CDM Training meeting was held by the project owitgt/

Natural gas supply agreement was signed betweemxSHangyi
8 17 January 2008 Glassware Co., Ltd. and Qixian Haoyuan Natural Gas Ltd.
113/

The emission reductions purchase agreement wasdsiggtweer
9 3 October 2008| Shanxi Hongyi Glassware Co., Ltd. and Trading Emomss PLC
120/

10 20 Feb 2009 The PDD was sent to China DNA fak.Lo

11 30April 2009 | The LoA issued by the DNA of China /40/,

5 September

12 2009

The PDD was published on the UNFCCC'’s website /60/.

The LoA was issued by the DNA from United KingdomGreat

13 12 March 2010 Britain and Northern Ireland /41/.

Since no gaps of more than two years were idedtlfietween actions to secure CDM status,
sufficient actions to secure CDM status in para@h the physical implementation of the
project activity was confirmed. It is DNV’s opinidhat the proposed CDM project activity
complies with the requirements of the latest vergibthe guidance on prior consideration of
CDM /47].

4.6.2 Identification of alternatives to the project activity

Two alternatives that supplies the equivalent tlaremergy generation compared with the
proposed project activity have been identified disgussed,

a) The proposed project activity undertaken witHmeihg registered as the CDM project;
b) Continuation of the present practice of usingl doel.

Alternative a) would not occur anyway due to theestment barrier, i.e. fiancially less viable
than the alternative b). The explict explanation ba referred to section 4.6.3 of this report.
The alternative a) that faced the investment barweas eliminated from the realistic
alternatives. Hence the left alternative b) wasael as the baseline scenario.

DNV considers the listed alternatives to be creddid complete.
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4.6.3 Investment analysis

Choice of approach

As discussed above, the project participant haddptons of a) continuation of the present
practice and b) implementation of the project withbeing registered as a CDM project
activity. The additionality of the proposed projexdtivity has been demonstrated using the
investment comparison analysis of the two optiond & demonstrated that the baseline
option (continuation of the present practice) isaficially more viable than the project
scenario.

The financial indicator of NPV has been selectec\valuate the financial viability of the
project. Referring to théAttachment A to Appendix B of the simplified madidsli and
procedures for small-scale CDM project activitigl/ and in consideration that there is no
cash inflow for both the baseline and project sdenat is confirmed by DNV that the
approach of net present value (NPV) investment @ispn analysis is appropriate for the
proposed project.

Discount rate selection

In line with theMethods and Parameters for Economic Assessmenbmgttiction Projects
(version 3) in China /53/, the investment benchmarid2% Internal Rate of Return (IRR)
applicable for glass industry has been selecteth@gliscount rate for the project activity.
This discount rate is widely used by Chinese aitieerfor assessing the financial viability of
potential new projects in glass industry, and irded to be reasonable and appropriate for
this project activity. The rate was available a time of decision. The discount rate of 12%
iIs used in both the alternatives and additionaBtypeing demonstrated by the investment
comparison, and is reasonable in DNVs opinion.

Input parameters

A FSR in China is required to be developed by difiee third party, like Shanxi Guoyang
Investment Consulting Co., Ltd. accredited for tiaisk directly by the Chinese government.
An approval letter of the FSR is issued by the govent only after it passes the public
assessment of the sector experts designated byotrenment. It is in DNV’s opinion that
FSR can be regarded as a reliable and trustwoxhyce of information coming from a
recognized entity once it has the approval letiemfthe government.

All the parameters used in the financial analysigehbeen sourced from the FSR prepared in
June 2006, and further approved by Shanxi Qi Coétéyining Commission on 16 August
2006 /2/. Hence, the parameters from the FSR carobsidered information provided by an
independent and recognized source.

DNV compared the input parameters for the finanaralysis included in the PDD version 3
dated 6 May 2011 /1/ with the parameters statdelSR /2/ and was able to confirm that all
the values applied are consistent with the valatedtin the FSR /2/.

The FSR was approved on 16 August 2006 /2/, ansl shumonths prior to the decision to
proceed with the project activity (i.e. the staamtedof the project) which was on 10 February
2007 /9/. Given this relatively short period of énbetween approval of the FSR and the
decision to proceed with the project activity situnlikely in the context of the project that the
input values would have materially changed, andl itha thus reasonable to assume that the
approved FSR has been the basis of the decisiomoteed with the investment in the project.
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On the basis of the specific local and sectorakeige, DNV confirms the input parameters
applied by the project to be valid and applicaltléha time of investment decision, by cross-
checking or other appropriate manners, as statiesvbe

1) Total static investment

The project total static investment (4.968 milliRiVIB) is sourced from the FSR /2/. DNV
has verified the purchase agreements /7//26/ as well as other relevant contracts and
documents for construction related services /28/,/2nd is able to conclude that the total
contracted expenses is 4.6866 million RMB. Theltotantracted value accounts for the
94.33% of the total static investment (4.968 milli’RMB) as estimated in the FSR /2/.
Therefore, the total static investment appliedhia financial analysis of the project activity is
considered to be appropriate at the time of investrdecision.

Contracted amount
Equipments/Construction/others
(million RMB)

Supplementary construction contract of naturaltgaker /27/ [0.1433

Agreement for the construction and installatiomafural gas

pipelines/28/ 1.3000
Centrifugal blowers/7/ 0.0110
Natural gas pipelineR6/ 2.4497
Engineering procurement and construction contf@ct 0.7826
Total 4.6866

2) Natural gas price

The natural gas price as 2.3 RMB/Rliadopted by this project activity is sourced frdme t
FSR /2/. This price was sourced from theention of natural gas suppbigned between the
project owner and the natural gas supplier Qi opdmyuan Natural Gas Co., Ltd. on 2 May
2006 /12/. As per the document /12/, the serviceupplying natural gas was agreed at a
price of 2.3 RMB/Nm.

To further validate the appropriateness of thisugalit has been cross checked with the
natural gas supply agreement signed by the propeoer with the same supplier in 2008 /13/
and the invoices of purchase of natural gas inydae 2008, 2009 and 2010 (indicating the
natural gas prices of 2.03, 2.12 @hd2 RMB/NnY) /14/ /15/ /16/. Moreover, referring to the
“Notice on the prices of natural gas in Jinzhonty'Gn 2009 /17/, the natural gas price (use
for industry) in 2009 was already increased to RMB/Nm®in the year 2009. Therefore,
DNV confirms the natural gas price from the FSRi&Applicable and conservative at the
time of investment decision.

3) Coal price
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The coal price of 385 RMB/ton adopted by the projesourced from the FSR /2/. This has
been cross checked against the invoices of pumaal in January 2007 /18/, which is
slightly lower at 382 RMB/ton. The coal price agpliby the project activity was slightly

higher than the most recent coal price before thgpt investment decision on 10 February
2007. DNV observes that even if the price of 382BRi8l considered, the project NPV does
not touch the baseline NPV. Hence the applicatibthis price as deemed by the project is
considered to be conservative and valid.

To further validate the appropriateness of coalgyrihe proof of indicating the coal prices in
the years 2008 and 2009 from the same coal suppéeXiu City Xiaoweigou Coal Supply
Co., Ltd. /18/, has been checked by DNV. Basecherdbcument /18/, it is identified that the
coal prices in 2008 and 2009 are respectively 4MBRon and 398 RMB/ton. Hence the
selection of the coal price at 385 RMB/ton is cdesed applicable and reasonable at the time
of investment decision.

As an assumption applied by the project activitye tcurrent fuel prices of each fuel
(including the coal and natural gas) are assumddtase fuel prices (variable costs). Hence,
no price escalation of each fuel has been takencioisideration in the NPV analysis.

DNV confirms that the underlying assumption in fimancial calculation is appropriate since
there are no future prices substantiated by a @uahd official publication from a
governmental body or an intergovernmental institunat

Furthermore, the price variation of coal and ndtges has been considered in the sensitivity
analysis (refer to the last part of section 4.63ektment analysis). Its results demonstrate
that the variation of coal and natural gas to aravthe same NPV between the baseline and
project scenarios is of highly unlikeliness.

4) Glass production

The glass production figure of 24 000 ton/yeaioisreed from the FSR /2/. The plant consists
of two glass furnaces with individual rated capaat 2 000 ton/year and 22 000 ton/year
respectively in accordance with the FSR /2/. Theeeefthe rated capacity of this plant is
aggregated to be 24 000 ton/year.

To further validate the appropriateness of thisapester, the inspection of technical
parameters from the equipment supplier has beertketleoy DNV /36/. The capacity of each
furnace indicated in this document /36/ is consistith the description in the FSR /2/.
Therefore, DNV confirms that the glass productimufe applied by the project is valid and
suitable at the time of investment decision.

5) Fuel operating cost of coal and natural gas

Fuel operation cost of coal

The fuel operation cost of coal (547 RMB/ton) isis@d from the FSR /2/. The annual fuel
operation cost of coal is equal to the coal prid85( RMB/ton) multiplied by the fuel
consumption ratio of coal (1.42). The fuel consumptate of coal (1.42) is sourced from the
FSR /2/.
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To further validate the appropriateness of fuelrapen costs, the average weighted value of
fuel consumption ratio in the three years priothte implementation of project activity (i.e.
the years 2004, 2005 and 2006), has been evalaateelow,

Historical coal use and glassware generated

Year coal use Glassware Coal consumption ratid
(ton) generated
(10000 ton)
A B C=A/B
2004 22368.9/30//31] 1.6 /32//33/ 1.398
2005 30368.45 /30//31/ 2.2 /132//33/ 1.380
2006 35149.88 /30//131/ 2.36 /32//33/ 1.489
Average 1.42

As indicated in the table above, the average faesamption rate of coal in the years 2004 to
2006 is calculated to be 1.42 ton per ton of glassluction, which is consistent with the
value estimated in the FSR /2/. DNV has also \adifirom the statistics made by the China
glass association /56/, the fuel consumption raticoal varies from 1.32 to 1.52 ton per ton
of glass production in China. The fuel consumptiatio of coal adopted by this project is
validated to be within the range. Therefore, thel fitonsumption ratio is confirmed by DNV
to be valid and applicable at the time of investhuatision.

Fuel operation cost of natural gas

The fuel operation costs of natural gas (1 341 RbIBOf glass) is sourced from the FSR /2/.
It is equal to the natural gas price (2.3 RMBAimultiplied by the fuel consumption ratio of
natural gas (583fper ton of glass).

The fuel consumption ratio of natural gas (583*\rer ton of glass) is sourced from the FSR
[2]. The appropriateness of fuel consumption raifonatural gas is justified through
comparing with the experienced range /56/. Accaydpb the statistics made by the China
glass association, the fuel consumption rate of @reges from 545 to 620 Nhper ton of
glass production in China /56/. The value usedHeyproject activity at 583 Nfper ton of
glass, is validated to be within this range. Furti@re, the aggregated actual consumption
ratio for natural gas from July 2008 to Decembet®3 calculated to be 584 Nrper ton of
glass, on the basis of the invoices of monthly retgas consumption /37/ and monthly
statistics of glass production /38/. Its differericem the estimated value is slight, thus the
consumption rate of natural gas applied by thigaotaactivity is deemed to be appropriate.

6) Amount of natural gas consumed per year

The amount of natural gas annually consumed infuhgaces (14 000 000 Nifyear) was
sourced from the FSR /2/. It was calculated on lthsis of the estimated annual glass
production (24 000 ton/year) and the fuel consuamptatio of natural gas (583 Nimper ton

of glass). Therefore, the suitability of this paeser (amount of natural gas consumed per
year) is confirmed by DNV.

7) Taxes

The rates of taxes applied in the project finanassessment are shown below:
* Rate of value added tax (VAT): 17%
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* Rate of enterprise income tax: 33%

() Rate of VAT

VAT is a tax that applies to the business traneastiinvolving the transfer of goods and
services. It is thus applicable to the proposedeptoWhen the business is registered for
VAT, it will pay VAT on its purchase of equipmerdsd charge VAT on its sales. As for the
proposed project the VAT rate of 17% is appliethi@ NPV calculation, which is in line with
the Provisional Regulations of the People’s RepublicGhiina on Value Added Tax from
China State Councilstate Council No. 134 [1993], valid from 1 Janudr994 to 31
December 2008 /55/.

(i) Rate of Enterprise income tax

The rate of enterprise income tax (33%) appliedhim financial analysis of the proposed
project is in line with theProvisional Regulations of the People’s RepublicGdfina on
Enterprise Income TaXState Council No.137 [1993], valid from 1 Janud§94 to 31
December 2007) /54/.

Calculation and conclusion

The NPV calculation was provided to DNV by TradiBmissions PLC in a spreadsheet /4/,
and DNV was able to verify the assumptions madethatithe calculations are carried out
correctly. The NPV calculations demonstrate the N®Vhe project (-17 207 RMB) is less
attractive than the NPV of the baseline (-6 895 RMR. there is a difference of —10 312
RMB between the NPV of the baseline situation dmel groposed project considering the
necessary investment for the fuel switch, the imeeein energy costs and the increase in the
operation costs resulting from the use of natuesd mstead of coal. Hence, the proposed
project is not to be the most financially attraetiglternative. With the CER revenues, the
project NPV will be escalating to 27 480 059 RMB.

Sensitivity analysis

The variables that constitute more than 20% ofkeithe investment cost of project activity or
the investment cost of baseline scenario or totajept revenues have been subjected to
reasonable variation, and the result has beenmezsen the PDD /1/ and reproducible in the
associated NPV spreadsheet /4/.

A sensitivity analysis has been carried out, vagyime total investment, the coal price and the
natural gas price. The NPV of project activity 8l siegative and less than the NPV of
baseline scenario when the total static investnoerat, price and natural gas price varied from
-10% to +10%.

DNV was able to verify the calculations in the sewisy analysis by varying the input
parameters in the NPV analysis. For reasonablatiamns of the input parameters, the NPV is
still lower than the NPV of baseline scenario ahd proposed project without the carbon
revenues is deemed not to be the most financitiligcive scenario. The sensitivity analysis
covers in DNV’s opinion the relevant parameters aititl reasonable variations.

DNV was able to verify that the project NPV will legual to the NPV of baseline situation
only if the parameters change by values as merdibe®w:

Variation of the parameter indicator

Key Indicators needed to reach the equivalence of
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project NPV and the NPV in the
baseline scenario

Static investment costs -100%
NG price -60.98%
Coal price +149.57%

» Static Total Investment: DNV was able to confirm that the reduction by mthran 100%
in investment costs is unlikely to happen. Everthig total static investment is fully
removed, the NPV of the proposed project activity e -16 911 RMB, still lower than
the NPV of coal (-6 895 RMB).

» Price of natural gas: For a 60.98% decrease in the price of natural thasproject NPV
minus the baseline NPV will be zero. The price afunal gas adopted by the project
activity (2.3 RMB/N) is sourced from the FSR /2/. According to theoioes of
purchasing the natural gas, the price of naturalhges been increasing by 19% from 2008
to 2010 /14//15//16/. Therefore, a decrease ofptiee of natural gas by 60.98% during
the whole crediting period is highly unlikely.

* Coal price: For a 149.57% increase in the price of coal, ghgect NPV minus the
baseline NPV will be zero. The price of coal addptey the project activity (385
RMB/ton) is sourced from the FSR /2/ and verifiee close to the price (382 RMB/ton)
from the invoices of purchasing coal in January72a@/. Referring to the proof from the
coal supplier, the coal price has remained stabde the range from 385 ~ 415 RMB/ton
from 2007 to 2009 /19/. Therefore, although anaase in the coal price is observed, it is
unlikely that the the coal price will increase lsyrauch as 149.57% on average during the
crediting period.

In summary, DNV confirms that this project activity financially less vailable than the
baseline scenario even after considering the plesilctuation of the main parameters.

In conclusion, it is DNV’s opinion that it has beearrectly demonstrated that the project
activity is not financially attractive and hence thmission reductions achieved by the project
are additional to any would have happened in alesehthe project.

4.7 Monitoring

The project applies the approved monitoring methagloAMS-I111.B, version 14 Indicative
simplified baseline and monitoring methodologies $elected small scale CDM project
activity categories-Type Ill.B. - Switching fossilels /43/. The applicability of this
methodology has been justified in this report, méfig to the section 4.3.

The project monitoring plan is in compliance witle tmonitoring methodology AMS-III.B
(version 14) /43/. The monitoring plan will give paptunity for real measurements of
achieved emission reductions.

Monitoring of sustainable development indicatorsn@t required by the Chinese DNA
according tdVMleasures for Operation and Management of CDM Ptsjet China/57/.
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It is DNV’s opinion, that the project participarage able to implement the monitoring plan.

4.7.1 Parameters determined ex-ante

The following parameters are determireedanteand will be kept fixed through the crediting
period:

FC, g, - Total amount of coal consumed for glassware prtidn during the year

(2004-2006) in the baseline situation. Historicaladfor the years 2004 to 2006 from
the annual reports /30/ has been used by the panjéuity.

NCV, : Net calorific value of coal (TJ/kg). The data atetermined from the test

report issued by the Shanxi Coal Quality Measu@egter. The test reports have been
provided to and validated by DNV /34/, and it immfioned that the data has been
correctly transferred and converted.

EF.o,,;: COz emission factor of coal. The lower value of enuasiactor for coal with

the 95% confidence interval from tHeCC 2006 Guidelines for National Greenhouse
Gas Inventories

/50/ was selected. DNV can confirm that the valas been appropriately transferred
from the source.

Qgs.; - Total amount of glassware produced during the Y2a04 - 2006) when the

fuel of coal is used /32/ /33/. The value was deieed on the historical records (2004
- 2006) from the Shanxi Hongyi Glassware Co., 82/ /33/. DNV can confirm that
the data are correctly transferred from the source.

EFco2 CO; emission factor of natural gas. The upper valuenoission factor for the
natural gas with the 95% confidence interval frdra IPCC Guidelines for National
Greenhouse Gas Inventories: Reference Manual (2006)

/50/ was selected. DNV can confirm that the valsieappropriate and it has been
correctly transferred from the source.

EFRss: Emission factor for the baseline situation. Ithe coefficient for coal used in
the baseline scenario expressed as emissionspef fwoduction. It is calculated to
be 3.1138C0,/ton of glass anis calculation can be referred to the section 4.8.

The following parameters are determined ex-antevanified by DNV

Parameters| Unit Value applied Source of data used
NCVof MJ/Nm® 36.12| Qi county Jieyuan Natural Gas Co., Ltd. /35/
natural gas
NCV, TN 0.025| Shanxi Coal Quality Measuring Centa#/
IPCC Guidelines for National Greenhouse Gas
EFcoz0f tCO,/TJ 58.3| Inventories
natural gas '
/50/
IPCC Guidelines for National Greenhouse Gas
EFcoz; | tCOJITI 87.3| Inventories
/50/
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FC

2004 annual report /30/ cross checked with
invoice of coal purchase /31/
2005 annual report /30/ cross checked with invoi
ce of coal purchase /31/
2006 annual report /30/ cross checked with invoi
ce of coal purchase /31/

22 368.9

i,j.BLy ton 30 368.45

35 149.88

2004 annual report /32/ cross checked with
receipts of glass sales /33/
2005 annual report /32/ cross checked with
receipts of glass sales /33/
2006 annual report /32/ cross checked with
receipts of glass sales /33/

16 000

QBSL,j ton 22 000

23 600

4.7.2 Parameters monitored ex-post
The following parameters will be monitored-post

FC,: Natural gas consumed in the project boiler inryed his value will be measured
on a monthly basis using the volume meter and haoketer installed at the gateway
of the glass plant. The metered fuel consumptiantties will be cross checked with
the purchase invoices. The volume meter (erroftreball not exceed £0.30%) and its
backup meter have the accuracy level of 1.5 andbeilcalibrated once a year by the
Ningbo Trunsun Instrument Co., Ltd. according te tikelevant industrial standards
(JJG1037-2008). The data collected as part of thenitering are archived
electronically and kept at least for 2 years atterend of the last crediting period.

Qe Production of glassware in yearThis value will be monitored daily at project
site by the balance scale and platform scale waiiehused to weight the different type
of glassware product. The metered data will be ndsmb on the daily basis. The
metering equipments (balance scale and platforhe)skhave the accuracy levels of 1g
and 200g and will be calibrated once a year byia tharty, Qixian Technology
Quality Supervision, Inspection & Testing Agentiie data collected as part of the
monitoring are archived electronically and kepkeaist for 2 years after the end of the
last crediting period.

NCV: Net calorific value of NG. This value will be mitored every two weeks by the
natural gas supplier Qi county Jieyuan Natural Gas Ltd.. The data will be cross
checked with the invoices provided by the natues gupplier. The data collected as
part of the monitoring are archived electronicahd kept at least for 2 years after the
end of the last crediting period.

4.7.3 Management system and quality assurance
The project’s monitoring plan includes:
A description of the responsibilities and authestfor project management;

Responsibility;

Reporting;

Calibration;

Error Handling Procedure
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External Reporting Procedure
Procedure for corrective actions arising
Training

- Data management system.

Detailed procedures have been elaborated in the #&8on 3 dated 6 May 2011 /1/ and
project monitoring and operation manu&b/. These will be maintained and implemented to
enable subsequent verification of emission redustio

The application of the monitoring methodology snigsparent and DNV considers the project
participants able to implement the monitoring plan.

4.8 Algorithms and/or formulae used to determine emissin Emissions

Details of direct and indirect emissions are adegyaliscussed and calculations and their
derivative formulas are derived from internatiopakcognized IPCC standards. The GHG
emissions considered are:

Baseline

The emission baseline is the current emissionsefdcility expressed as emissions per unit
of output. Baseline emissions is determined asv| (baseline)

BE, = EFgs.* Qpuy

Where:

BE, Baseline emissions in the project activity in yg&CO.e)

EFss.  Emission factor for the baseline situationd#Cton of production)

Qray Net energy output in the project activityygary (ton of production)

The net energy output in the project activi@e(,) in yeary is limited to the capacity in the
baseline scenario.

The emission factor in the baseline situatiBfds)) is the coefficient for the fossil fuel used
in the baseline expressed as emission per unititplig,

EFgs = ZFCi,j,BL,y* NCV, * EFcos,; / Qesi |
i

Where:
EFss.  Emission factor for the baseline situation (#2@n of glass)
FC s, Amount of the fuel typ¢ (i.e. coal) consumed by the element procehising the

yeary operating at the baseline energy scenario (masgs un

NCV, Net calorific value of the coal (kJ/unit)

EF.o,; COz Emissionfactor of the coal (tCé&kJ)

For theFC, | o

situation from the 3 years prior to the project iempentation on 12 February 2007 (i.e. 2004,
2005, 2006) has been chosen in the calculatiorasélime emissions. The data has been cross

,» the historical information on the use of coal aheht output in the baseline
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checked with the invoices issued by the coal seppliie Xiu City Xiaoweigou Coal Supply
Co., Ltd. /31/.

For the emission factorHF,, ;) of the coal used, the lower value of emissiorndator the

coal with the 95% confidence interval from tHCC Guidelines for National Greenhouse
Gas Inventories
/50/ was chosen in the calculation of baseline sions.

For the NCV, of the coal used, it was sourced from the NCVifteation report issued by the

Shanxi Coal Quality Measuring Centevhich is a qualified local third part84/. Therefore, the
data is deemed to be accurate and reliable amgemith the applied methodology.

Qgs.; Net output generated in the element process inbteeline situation during the

corresponding period of time for which the totaklfconsumption was taken. The annual
glass output in the baseline situation from 20@906 is chosen in the calculation of baseline
emissions /32/. The data has been cross checkkdheitreceipts /33/.

The EFgs_is calculated to be 3.1138®./ton of glassThe sources and calculation have been
verified by DNV. The annual baseline output of glas estimated to be 24 000 ton per year
/12/. Hence, the annual baseline emission of thpqeed project are 74 732 tg

Project activity emissions

Project activity emissions consist of those emissitelated with the use of fossil fuel after
the fuel switch. The project emissions are detegchias follows,

PE, = FC, * EFcop* NCV

Where,
PE, Project emission in the project activity in ygdtCO.€e)

FCy Amount of natural gas consumed for captive engegyeration in the project activity in
year y (volume)

EFco2, CO, emission factor for natural gas consumed by tgept activity (tCQ/kJ).
NCV Net calorific value for natural gas (kJ/unit)

The amount of natural gas consumed for output agby the project activity in the year
(FC)) will be continuously monitored. The estimated @amatural gas consumption (14 000
000 Nnlyear) from the FSR /2/ has been used to estirhatprbject emissions.

The CQ emission factor for natural gaERcoy) is one ex-ante parameter and chosen as the
higher value with the 95% confidence interval frahe IPCC Guidelines for National
Greenhouse Gas Inventorigs8.3 tCQ/TJ)

/50/.

The NCV for natural gas consumed by the projeaviggtwill be monitored by the Qi county
Jieyuan Natural Gas Co., Lt86.12 MJ/Nni) /35/. The estimated project emissions after the
project implementation is calculated to be 29 48Mutper year.

Leakage
As per the applied methodology AMS-III.B version/88/, no leakage calculation is required.
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Emission Reductions
The emission reductions achieved by the projeatigct(ERy) will be calculated as the
difference between the baseline emissions andrthjegb emissions, as the formula below.

ER, = BE,— PE,

Based on the calculations and results presentéldeirsections above the implementation of
the project activity will result in an averagex-ante estimation of emission reduction
conservatively calculated to be 45 251 t€Qer year for the selected crediting period.

All assumptions and data used by the project ppaits are listed in the PDD and/or

supporting documents, including their references sources. All documentation used by the
project participants as the basis for assumptiorts smurce of data is correctly quoted and
interpreted in the PDD. All values used in the P&® considered reasonable in the context
of the proposed CDM project activity. The baselnethodology has been applied correctly
to calculate project emissions and baseline emmssiall estimates of the baseline, project
and leakage emissions can be replicated usingataeathd parameter values provided in the
PDD.

4.9 Environmental impacts

The environmental impacts are considered mibe EIA of this project activity has been
approved by Shanxi Qi County Environmental Protecihgency on 16 September 2006 /3/.

Regarding to this project is a small scale fueltewng project activity, no significant
environmental effects have been observed.

4.10 Comments by local stakeholders

The stakeholder consultation process has been ctedtiiaccording toEnvironmental

Protection Law of the People's Republic of Chibd/. Besides the stakeholder consultation
process stipulated in the Chinese EIA regulatioAugust 2006, the project developer has
conducted an additional stakeholder consultatioth @arried out a survey of the potential
stakeholders, including local residents and localegnment in the area using a questionnaire.

35 copies of questionnaire were distributed tollstakeholders and 30 questionnaires were
answered giving the 86% responds rate /39/. DNV tilascked all the questionnaires
answered /39/. The survey shows that the proposgdap received support from the local
people. The summary of comments received from Ietaeholders was properly described
in the PDD version 3 dated 6 May 2011 /1/, withnegative opinion on this project.

DNV considers the local stakeholder consultatiamied out adequately.

4.11 Comments by Parties, stakeholders and NGOs

The PDD version 2 dated 19 March 2009 /1/ was npadaicly available on UNFCCC
website /60/ Parties, stakeholders and NGOs were through th& @i2bsite invited to
provide comments during a 30 days period respdygtivem 5 September 2009 to 4 October
2009.

No comments were received.

- 000 -
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Table 1 Mandatory requirements for Clean DevelopmenhMechanism (CDM) project activities

Requirement Reference Conclusion

About Parties

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

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

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

CDM Modalities and Procedures §40a

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

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

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

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

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

9. The participating Annex | Party shall have in placeational system for CDM Modalities and Procedures 831b OK
estimating GHG emissions and a national registcicordance with Kyoto
Protocol Article 5 and 7.

About additionality

10.Reduction in GHG emissions shall be additionalrty that would occur in the Kyoto Protocol Art. 12.5c¢, OK

absence of the project activity, i.e. a CDM projctivity is additional if
anthropogenic emissions of greenhouse gases bgesoare reduced below thos

CDM Modalities and Procedures 843
e

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Requirement Reference Conclusion
that would have occurred in the absence of thestexgid CDM project activity.
About forecast emission reductions and environmentampacts
11.The emission reductions shall be real, measuratdeeae long-term benefits Kyoto Protocol Art. 12.5b OK

related to the mitigation of climate change.

About small-scale project activities (if applicablg

12.The proposed project activity shall meet the eligyjbcriteria for small scale Simplified Modalities and Procedures for OK
CDM project activities set out in 8§ 6 (c) of the iviskech Accords and shall not b&mall Scale CDM Project Activities
a debundled component of a larger project activity. 812a,c

13.The proposed project activity shall confirm to amiehe project categories definedsimplified Modalities and Procedures for OK
for small scale CDM project activities and use shmeplified baseline and Small Scale CDM Project Activities §22¢
monitoring methodology for that project category.

14.1f required by the host country, an analysis oféhgironmental impacts of the | Simplified Modalities and Procedures for OK
project activity is carried out and documented. Small Scale CDM Project Activities 822¢

About stakeholder involvement

15. Comments by local stakeholders shall be invitezljramary of these provided andCDM Modalities and Procedures 837b OK
how due account was taken of any comments received.

16. Parties, stakeholders and UNFCCC accredited NGélslsve been invited to | CDM Modalities and Procedures 840 OK
comment on the validation requirements for minin@@rdays, and the project
design document and comments have been made gpublizilable.

Other

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

18. A baseline shall be established on a project-sigdu#sis, in a transparent mannelCDM Modalities and Procedures 845c,d OK
and taking into account relevant national and/otasal policies and
circumstances.

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

20.Provisions for monitoring, verification and repadishall be in accordance with CDM Modalities amoceédures 837f OK

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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Requirement Reference Conclusion

the modalities described in the Marrakech Accordsralevant decisions of the
COP/MORP.

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Table 2 Requirements checklist

 Draft |
. Concl

Checklist Question Ref MoV Assessment by DNV

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

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

A.1.2 Isthe PDD is in accordance with the applicableimregnents /1/ DR [X] Yes OK
for completing PDDs? If no, list where the PDD is not in accordance:

A.2  Description of the project activity (VVM para 58-64

and VVM para 135 and 136 (a) & (c) for small-scal@roject

activities, as applicable)

A.2.1  How was the design of the project assessed? /1/ DR | What type is the project? OK

X Project in existing facility or utilizing existing

equipment(s)
[ ] Project is either a large scale project or
a small scale project with emission
reductions exceeding 15 000 t¢&per
year. In this case, a site visit must be
performed.
[] Project is a bundled small scale project,
with each project in the bundle with
emission reductions not exceeding 15,000
tCOse per year. In such case the number of
physical site visits may be based on
sampling, if the sampling size is
appropriately justified through statistical

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

Assessment by DNV

~ Draft

Final

analysis.

X| The project is an individual small sca
project activity with emission reductions
not exceeding 15 000 tG®per year. In

e

Concl. Concl.

this case, DOE may not conduct a physical
site visit as appropriate.
[] Greenfield project
How was the design of the project assessed?
X Physical site inspection
X] Reviewing available designs and feasibility
studies
If a physical site inspection is not undertaken,
justify why no site visit was undertaken:
A.2.2 If a greenfield project, describe the physical iempéntation = /1/ DR | The proposed project does not involve any new OK
of the project when the validation was commenced. facilities and thus can not be a Greenfield project
A.2.3  If physical site visits were performed based onamg 11/ DR It is not applicable for the proposed project OK
(only applicable for bundled small scale projeet;h with activity since it is not a bundled small scale
emission reductions not exceeding 15 000 &aer year), project.
justify the sampling through a statistical analysis
A.2.4 Is the description of the proposed CDM projectistias /1/ DR : Yes, the description of the proposed CDM project OK
contained in the PDD sufficiently covers all releva activity as contained in the PDD has sufficiently
elements, is accurate and that it provides theereadh a covered all relevant elements, and is accurate and
clear understanding of the nature of the propodeili C it provides the reader with a clear understanding
project activity? of the nature of the proposed CDM project
activity.
A.2.5 Does the project activity involve alteration of kg 11/ DR | Yes, the proposed project activity involves OK
installations? If so, have the differences betwmenproject alteration of existing installations.
and post-project activity been clearly describethenPDD? The coal combustion devices installed before the
pre-project activity will be dismantled and then
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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~ Draft | Final
. Concl. Concl.

Ref I\/Iov

Checklist Question Assessment by DNV

replaced with the natural gas combustion devices.
The differences between pre-project and post-
project activity have been described in the section
4.2 of PDD and illustrated in the Figure 2.
A.2.6 Does the project design engineering reflect curgeot 11/ DR The natural gas combustion and automatic OK
practices? control system are domestically manufactured by
the Hebei Huixing Electric Co., Ltd., which has
earned the mature technology in natural gas area.
Therefore, it is considered by DNV that the
project design reflects current good practices.
A.2.7  Would the technology result in a significantly leett 11/ DR  The technology adopted by the proposed project OK
performance than any commonly used technologi@ssin activity is mature and commonly used. No
host country? Is any transfer of technology from Annex- transfer of technology from any Annex-l Party
| Party involved? has ever been identified.
A.2.8 Does the project qualify as a small scale CDM proje 11/ DR | The annual emission reductions resulted from the OK
activity as defined in paragraph 6(c) of decisi@GhCP.7 on proposed project activity is 45 251 tgg)which
the modalities and procedures for the CDM? is within the eligibility limit of 60 ktCQe
annually. Therefore, the proposed project activity
gualifies as a small scale CDM project activity as
defined in paragraph 6(c) of decision 17/CP.7 on
the modalities and procedures for the CDM.
A.2.9 Isthe small scale project activity a debundled ponent of = /1/ DR | Neither the proposed project is a debundled OK
a larger project activity in accordance with theesuwefined component of a larger project as there is no
in appendix C of the simplified modalities and prdares registered CDM project activity or other projects
for small-scale CDM project activities? to apply for CDM registration with the same
project participants, which is confirmed by DNV
through visiting the project site and checking the
CDM projects approved by the NDRC.
A.3 Participation requirements (VVM para 51-54, 125-
127)
A.3.1 Do all participating Parties fulfil the participati /1/ DR | Yes, the two participating Parties all fulfiketh OK
MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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~ Draft | Final
. Concl. Concl.

Ref I\/Iov

Checklist Question Assessment by DNV

requirements as follows: following participation requirements.
China (host) United Kingdom of Country Y
Great Britain and
Northern Ireland
a) Party has ratified the Kyoto Protocdl<] Yes [ ] No X Yes [ ] No [ ] Yes [ ] No
b) Party has designated a Designated National Aityho[<] Yes [ ] No X Yes [ ] No [ ] Yes [ ] No
c) The assigned amount has been determiriefl Yes [X] No X Yes [ ] No [ ] Yes [ ] No
A.3.2 Do the letters of approval meet the following regments? @ /1/ DR Yes the letters of approval from the both | of OK
/40/ | CC  participating Parties are provided to DNV and
141/ confi'rmed to have met the following
| requirements.
China (host) United Kingdom  Country Y OK
of Great Britain
and Northern
Ireland
a) LoA confirms that Party has ratified the Kyot@®col [X] Yes [ ] No X Yes [ ] No [ ] Yes [ ] No
b) LoA confirms that participation is voluntanfx] Yes [] No X Yes [ ] No [ ] Yes [ ] No
c) The LoA confirms that the project contributeshie [X] Yes [ ] No NA NA
sustainable development of the host couniry?
d) The LoA refers to the precise project activitietin the [X] Yes [] No X Yes [ ] No [ ] Yes [ ] No
PDD
e) The LoA is unconditional with respect to (a)(dd above [X] Yes [ ] No X Yes [ ] No [] Yes [ ] No
f) The LoA is issued by the respective Party’'s DNE] Yes [ ] No X Yes [ ] No [ ] Yes [ ] No
g) The LoA was received directly by the DNA or @ [ | DNA [X] PP [ ]DNA [X] PP [ ]DNA [ ] PP
h) In case of doubt regarding the authenticityhef letter of The authenticity of The authenticity of
approval, describe how it was verified that théeledof the LoA from the the LoA from the
approval is authentic DNA of China has United Kingdom of
been verified Great Britain and
through  checking Northern  Ireland
the link to China has been verified
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Checklist Question

Ref MoV
"CDM

wbsite, through

Assessment by DNV

checking
http://cdm.ccchina. the link to its DNA
gov.cn/web/NewsIn website,

fo.asp?NewsId=357 http://www.decc.go

~ Draft

: - Final
. Concl. Concl.

6 v.uk/assets/decc/wh
at%20we%20do/g|
obal%20climate%?2
Ochange%20and%?2
Oenergy/tackling%?2
Oclimate%20chang
e/intl_strategy/mec
hanisms/clean_dev/
1 20100527094605
_e_@@_cdmukapp
rovedprojects.pdf
A.3.3 Have all private/public project participants beetharized 11/ DR | The participant, Shanxi Hongyi Glassware Co., OK
by an involved Party? /40/ CC Ltd., has been authorized by the DNA of host
Party China.
A.4  Technical description of the project activity (VVM
para 58-64)
A.4.1 Isthe project’s location clearly defined? 11/ DR | Yes, the project is located in Xiliuzi Village, Qi OK
2] cc | County, Jinzhong City, Shanxi Province, P. R.
China. And the proposed project has the
geographical coordinates with E112°1'25" and
N37°4'5". The location of the proposed project
activity and its geographical coordinates have
been clearly defined in the PDD, and verified to
be correct against the FSR.
A.5 Public funding of the project activity
A.5.1 In case public funding from Parties included in Arn is /1/ DR | Therefore is no evidence to identify there &t OK
used for the project activity, have these Partresiged an public funding from Parties included in Annex |
affirmation that such funding does not result ivaersion of is used for the project activity.
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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~ Draft | Final
. Concl. Concl.

Checklist Question Ref MoV Assessment by DNV

official development assistance and is separate &od is
not counted towards the financial obligations @i
Parties?

B Application of a baseline and monitoring methodoloyg

B.1 Methodology applied (VVM para 65-76 and VVM
para 136 (b) for small-scale project activities, aapplicable)

B.1.1 Does the project apply an approved methodologytlaad 11/ DR | Yes, the project applies an approved OK
correct and valid version thereof? 143/ methodology and the correct and valid version,
i.e. AMS-III.B version 14.
B.1.2 If applicable, has any specific guidance providgdhe 11/ DR | Yes. The “General guidelines to SSC CDM OK
CDM EB in respect to the applied methodology been 44/ methodologies” and “Information on
considered? 149/ additionality (Attachment A to Appendix B of

4/CMP.1  Annex II)” and “Acronyms,
Abbreviations and units of Measure (Attachment
B to Appendix B of 4/CMP.1 Annex Il)" and
“General Guidance on Leakage in biomass
project activities (Attachment C to Appendix B of
4/CMP.1 Annex II)” provided by the CDM EB in
respect to the applied methodology have been
considered by the project participants.

B.1.3 If the project applies a small-scale methodologedithe 11/ DR | The project applies a small-scale methodology, OK
project also comply with the general guidelineS&C CDM and it is confirmed by DNV that the project
methodologies, which provides guidelines on equigme activity also complies with the general guidelines
capacity, equipment performance/lifetime, baseline to SSC CDM methodologies.

identification for type-ll/l1ll Greenfield projectcavities,
sampling and other monitoring-related issues?

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

Assessment by DNV

~ Draft

Final

Concl. Concl.

B.2

Applicability of methodology (and tools) (VVM para
65-76)

Insert a row for each applicability criteria of tregplied
methodology (and tools)

B.2.1

How was it validated that project complies with the
following applicability criteria 1?

This methodology comprises fossil fuel switching
industrial, residential, commercial, institutioraal electricity
generation applicationg.g., fuel switch from fuel oil to
natural gas in an existing captive electricity gatien or
replacement of a fuel oil boiler by a natural gasdb).

in

11/

DR

The proposed project activity involves fossiklf
switching in industrial application (i.e. fu

switch from coal to natural gas in an existi

production of glassware).

OK

B.2.2

How was it validated that project complies with the
following applicability criteria 2?

Fuel switch may be in a single element processay m
include several element processethin the facility.
Multiple fossil fuel switching in an element proses
however is not covered under this methodology.

11/

DR

Fuel switch of the proposed project only inclsl
a single element process, i.e. from switching ¢
to natural gas.

oal

OK

B.2.3

How was it validated that project complies with the
following applicability criteria 3?

This methodology is applicable for new facilities a
well as for retrofit or replacement of existing
installations.

11/

DR

The proposed project activity involves t
replacement of existing installations.

OK

B.2.4

How was it validated that project complies with the
following applicability criteria 4?

Fuel switching may also result in energy efficiency
improvements. If the project activity primarily asrat
reducing emissions through fuel switching, it fafio this
methodology. If fuebwitching is part of a project activit
focused primarily on energy efficiency, the project
activity falls under a Type Il methodology.

<

11/

DR

The proposed project activity primarily aims
reducing emissions through fuel switching.
The improvement to its energy efficiency is t
expected.

at

ot

OK

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

Assessment by DNV

B.2.5 How was it validated that project complies with the 11/ DR  The proposed project activity is not a Greedfiel OK
following applicability criteria 5? project and involves the replacement  of
New facilities (Greenfield projects) and projecttities equipments.
involving capacity additions compared to the baeli No increase of the affected system due to the
scenario are only eligible if they comply with tredated anc proposed project activity has been identified.
relevant requirements in the General Guidance f8C S
methodologies. The requirements concerning dematretr
of the remaining lifetime of the replaced equipmsmall be
met as described in the General Guidance for SSC
methodologies. If the remaining lifetime of the eafted
systems increases due to the project activity, ctiegliting
period shall be limited to the estimated remairiifegtime,
i.e. the time when the affected systems would Hasen
replaced in the absence of the project activity.
B.2.6 How was it validated that project complies with the 11/ DR : The proposed project activity neither switches OK
following applicability criteria 67 from fossil fuel to renewable energy, nor
This methodology is not applicable to project atgg that generates renewable energy displacing fossil fuel
propose switch from fossil fuel use in the baseline use.
renewable biomass, biofuel or renewable energlgan t And the waste water has never been used by the
project scenario. project activity.
A relevant Type | methodology shall be used foihspioject
activities that generate renewable energy dispigiossil
fuel use. This methodology is also not applicablprbject
activities involving the use of waste gas; thesgqut
activities might be eligible under AMS-I11.Q.
B.2.7 How was it validated that project complies with the 11/ DR | The proposed project activity results in the OK
following applicability criteria 77? emission reductions through fuel switch from
The facility may involve grid connected elementalgesses coal to natural gas, and does not take into the
however this methodology does not cover emission account of the use of grid electricity.
reductions on account of shift from use of gricctleity.
B.2.8 How was it validated that project complies with the 11/ DR | The energy consumption (i.e. natural gas) and OK
following applicability criteria 8? output (i.e. glassware) will be directly measured
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
A-11
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~ Draft

Final

Checklist Question

This category is applicable to project activitielsane it is
possible to directly measure and

record the energy use/output (e.g., heat and Eiégtrand
consumption (e.qg., fossil fuel) within

the project boundary

and recorded within the project boundary.

Assessment by DNV

Concl. Concl.

B.2.9

How was it validated that project complies with the
following applicability criteria 9?

Heat or electricity produced under the projectvtstishall
be for on-site captive use

and/or export to other facilities included in threjpct
boundary. In case energy produced by the

project activity is delivered to another facility, facilities,
within the project boundary, a contract

between the supplier and consumer(s) of the enithy
have to be entered into specifying that

only the facility generating the energy can clamission
reductions from the energy

displacement.

11/

DR

The heat produced under the project activity
be for on-site captive use to produce the glas
will not be exported to any other facilities.

wil
S. It

OK

B.2.10

How was it validated that project complies with the
following applicability criteria 10?

Regulations do not constrain the facility from wsthe
energy sources cited in paragraph

1 before or after the fuel switch. Regulations dorequire
the use of low carbon energy source

(e.g., natural gas or any other fuel) in the eldrpeocesses

11/

DR

There is verified to be no regulations constt
the facility from using the coal or natural gas.
No regulations require the use of low cark
energy, like natural gas in the element process

ain

on
es.

OK

B.2.11

How was it validated that project complies with the
following applicability criteria 11?

The project activity does not result in integrapedcess
change. The purpose is to

exclude measures that affect other characteristitse
process besides switch of energy sources

e.g., operational conditions, type of raw matguiaicessed,

11/

DR

Besides switch of energy sources, the prc
activity does not result in integrated proce
change.

ject
2SS

OK

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

Assessment by DNV

use of non-energy additives, change in
type or quality of products manufactured.etc

B.2.12 How was it validated that project complies with the 11/ DR | The proposed project activity will result in OK
following applicability criteria 12? emission reductions 45 251tCO.e per year
Measures are limited to those that result in emissi which is less than 60 kt G&annual.
reductions of less than or equal to
60 kt CQ equivalent annually
B.2.13 Is the selected baseline on of the baseline(syitbescin the = /1/ DR : Yes, the selected baseline by the proposedagtroje OK
methodology and this hence confirms the applidgtilf the activity is to consume the coal as fuel to power
methodology? the glassware kilns as expressed as emissions per
ton of glassware.
It is the baseline described in the methodology
and this thus confirms the applicability of the
methodology.
B.3  Project boundary (VVM para 78-80)
B.3.1  What are the project’s system boundaries (compsreerd 11/ DR | The project's system boundary includes the OK
facilities used to mitigate GHGs)? Are they cleatfined 143/ combustion devices (where the switch of energy
and in accordance with the methodology? source takes place) and two glass kilns (affected
equipment due to the project activity).
It has been clearly defined in the PDD and
verified to comply with the methodology.
B.3.2 Which GHG sources are identified for the projecte®the  /1/ DR | The GHG source identified for the proposed OK
identified boundary cover all possible sourcesduhko the = 43/ | project activity is CQ
project activity? Give reference to documents adersid to Yes, the identified boundary covers all possible
arrive at this conclusion. sources linked to the project activity.
The identified boundary and selected sources and
gases are justified for the project activity. The
validation of the project activity did not reveal
other greenhouse gas emissions occurring within
the proposed CDM project activity boundary as a
result of the implementation of the proposed
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Checklist Question

Assessment by DNV

~ Draft

Final

more than 1% of the overall expected average

annual emission reduction, which are
addressed by AMS-III.B (version 14).

' Concl. Concl.
project activity which is expected to contribt

B.3.3  Does the project involve other emissions sourcés no 11/ DR | No, the proposed project activity does not imeal OK
foreseen by the methodologies that may question the any other emission sources not foreseen by the
applicability of the methodology? Do these sources methodologies that may question the applicability
contribute with more than 1% of the estimated eioiss of the methodology.
reductions of the project?

B.4 Baseline scenario determination (VVM para 81-88,

105-107)
Ensure that the evaluation of all alternatives pd&d in
the PDD and required by the methodology and also
possible alternatives/offshoots of alternatives are
discussed. Check that all alternatives requireti¢o
considered by the methodology are included initied f
PDD. If baseline alternatives required to be coesetl
by the methodology are considered not applicableage
assess the justification for this.

B.4.1  Which baseline scenarios have been identified?ddist of 11/ DR  As per the methodology of AMS-III.B. Version OK
baseline scenarios complete? 142/ 14, the baseline scenario is the continuence of

current practice, i.e. using the coal as fuel.

As per the paragraph 104 of the VVM version
1.2, if the approved methodology that is selected
by the proposed project prescribes the baseline
scenario, no further analysis for the creditable
alternatives to the project activity is required.
Thus, identification of alternatives to the project
activity to determine the most realistic baseline

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

~ Draft

Assessment by DNV

scenario is not applied by the proposed project

Concl

activity.

B.4.2 How have the other baseline scenarios been eligdriat 11/ DR : It is not applicable as the proposed projeca is OK
order to determine the baseline? small-scale project activity and the baseline

scenario is determined directly as per the
methodology selected by the project activity.

B.4.3 What is the baseline scenario? 11/ DR  The baseline scenario is the continuence of OK

current practice, i.e. using the fuel coal for the
thermal generation.

B.4.4 Is the determination of the baseline scenario coaance 11/ DR | Yes. The determination of the baseline scensrio OK
with the guidance in the methodology? 143/ in accordance with the guidance in the

methodology AMS-III.B version 14.

B.4.5 Has the baseline scenario been determined using /1/ DR | It is not applicable as the proposed projeca is OK
conservative assumptions where possible? 43/ small-scale project activity and the baseline

scenario is directly determined as per the
methodology AMS-III.B version 14 selected by
the project activity.

B.4.6  Does the baseline scenario sufficiently take imtmoant 11/ DR It is not applicable as the proposed projeca is OK
relevant national and/or sectoral policies, macoemic 43/ small-scale project activity and the baseline
trends and political aspirations? scenario is directly determined as per the

methodology AMS-III.B version 14 selected by
the project activity.

B.4.7 Is the baseline scenario determination compatilitte the 11/ DR | It is not applicable as the proposed projeca is OK
available data and are all literature and sourlssly 143/ small-scale project activity and the baseline
referenced? scenario is directly determined as per the

methodology AMS-III.B version 14 selected by
the project activity.

B.4.8 Is the baseline determination adequately documentta: /1/ DR | The baseline determination has been adequately OK
PDD? 143/ documented in the PDD version 3 dated 6 May
e All assumptions and data used by the project ppaiits 2011,

are listed in the PDD and related document to be * Not applicable
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Checklist Question

~ Draft

submitted for registration. The data are properly
referenced.

e All documentation is relevant as well as correqiyted
and interpreted.

e Assumptions and data can be deemed reasonable

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

e The methodology has been correctly applied to iflent
what would occurred in the absence of the proposed
CDM project activity

Assessment by DNV

* Not applicable
* Not applicable
* Not applicable

Concl

The methodology AMS-II1.B version 14 has been

correctly applied to identify what would occur

in

the absence of the proposed CDM project

activity.

B.5

Additionality determination (VVM para 94-121 and

VVM para 137 for small-scale project activities, as

applicable)
B.5.1 What approach/tool does the project use to assess 11/ DR | The additionality of the proposed project atyivi OK
additionality? Is this in line with the methodoldgy case of 43/ is assessed by applying the Attachment A of
small-scale CDM project activities, is AttachmentoA j44/ Appendix B of the Simplified Modalities and
Appendix B of the simplified modalities and proceshifor Procedures for Small-scale CDM Project
small-scale CDM project activities applied considgralso Activities
the “Non-binding best practice examples to demaiestr It is in line with the applied methodology AMS-
additionality for SSC project activities”. I1l.B Version14.
B.5.2  Have the regulatory requirements correctly beeartakto 11/ DR | The regulatory requirements have been correctly OK
account to evaluate the project activity and therahtives? taken into account in accessing the project
activity and the alternatives.
B.5.3 Is sufficient evidence provided to support thevatee of /1/ DR | To assess the additionality of the proposed OK
the arguments made? project activity, sufficient evidences have been
provided.
B.5.4  What is the project additionality mainly based on 11/ DR | The project additionality is based on investment OK
(Investment analysis or barrier analysis)? analysis.
Prior consideration of CDM (VVM para 98-103)
B.5.5 What is the evidence for serious considerationiMJrior = /1/ DR : The decision to proceed with the project adtivit OK
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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~ Draft | Final
: . Concl. Concl.
to the time of decision to proceed with the propextivity? 12/ CC | was made on 10 February 2007 when the earliest

Checklist Question Ref MoV Assessment by DNV

/8/ financial decision, i.e. signing thEngineering
19/ procurement and construction contractvas
9 made.

# In June 2006, the FSR was finished by the
third party, where it is clearly indicated that
the project has less financial attractiveness.

4 In order to make the project financially
feasible, the project owner held the board
meeting on 16 November 2006 to decide to
proceed with the project activity as a CCM
project.

4 On 16 November 2006, the project owner
signed the CDM Consultation Agreement
with  Shanxi Huaaoda Green Industry
Development Co., Ltd.

Based on the issues listed above, the awareness of

CDM prior to the project activity start date has

been substantiated, and the benefit of CDM was a

decisive factor in the decision to proceed with the

project activity.

As per the annex 22 EB 49, since the proposed

project activity has the starting date before 2

August 2008, the project participants must

indicate, by the means of reliable evidence, that

continuing and real actions were taken to secure
the CDM status for the project in parallel with its
implementation.

B.5.6 If the starting date is after 2 August 2008 andlethe /1/ DR : It is not applicable to the project activity, te OK
global stakeholder consultation, has the DNA andcGRNC = /g, project starting date (10 February 2007) is prior
confirmed that the project participants have infedim to 2 August 2008.

writing of the project’s intention to seek CDM sts®

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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~ Draft |
Concl

Checklist Question Assessment by DNV

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

B.5.7 What initiatives where taken by the project papieits from . /1/ DR | As per the annex 22 EB 49, since the proposed OK
the starting date of the project activity to thersof /20/ CC project activity has the starting date before 2
validation in parallel with the physical implemetiva of the 21/ August 2008, the project participants must
project activity? indicate, by the means of reliable evidence, that
1221 continuing and real actions were taken to secure
123/ the CDM status for the project in parallel with jts
124/ implementation.

The initiatives taken by the project participants
from the starting date of the project activity be
start of validation are shown as below,

4 The project participants contracted with the
CDM consultant to complete the CDM
application.

4 CDM training meetings for the related staff
working in the Shanxi Hongyi Glassware
Co., Ltd. in September and December 2007.

4 Meetings to discuss the methodology and
PDD drafting were held in March and July
2008.

4 Emission Reductions Purchase Agreement
was signed in October 2008
Submitted the PDD to HNA on 20 February 2009
B.5.8 When did the construction of the project activitgrs? 11/ DR The Engineering procurement and construction OK
/9/ CC | contract for the proposed project activity was
122/ | signed on 10 February 2007.
The construction commencement was issued by

I571 the supervision company on 12 February 2007.
The contruction of the project activity was
substantiated to start on 12 February 2007.

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking

CDM Validation Protocol — Report No. 2010-0127,.re2 A'18



DET NORSKE VERITAS

~ Draft | Final
. Concl. Concl.

B.5.9 When was the project commissioned? | 11/ DR The project activity was commissioned in July OK
2008.

B.5.10 Does the timeline of the project confirm that coantus 11/ DR | The continuous actions were taken to secure the OK
actions in parallel with the implementation werecta to /11/ CC CDM status for the project in parallel with its
secure CDM status? 13/ implementation have been confirmed through:the

following timeline,

120/ 4 The project participants contracted with the

CDM consultant to complete the CDM
application on 23 June 2007.
& CDM training meetings for the related staff
working in the Shanxi Hongyi Glassware
Co., Ltd. in September and December 2007.
4 Natural gas supply agreement was signed
between the project owner and Qixian
Haoyuan Natural Gas Co., Ltd. on 17 January
2008.

# Meetings to discuss the methodology and
PDD drafting were held in March and July
2008.

4 Emission reductions purchase agreement for
the proposed project activity was signed in
October 2008

4 Submitted the PDD to DNA of China’s on 20
February 2009

Checklist Question Assessment by DNV

Investment analysis (VVM para 108-114)

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

B.5.11 Does the project activity or any of the remainittgrmatives  /1/ DR | The project activity does not generate revenues OK
generate revenues apart from CDM? Is this refleict¢e apart from CDM, which has been reflected in the
PDD? PDD.

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

DR

Assessment by DNV

B.5.12 Do any of the alternatives to the project actiuityolve 11/ It is not applicable since there are no altéveat OK
investment? Is this reflected in the PDD? to the project activity identified in the PDD.
B.5.13 Is the choice of benchmark analysis, investmentpasison = /1/ DR | The proposed project activity does not generate OK
or simple cost analysis correct? any financial or economic benefits other than the
CDM related revenues, so the simple cost
analysis is selected.
B.5.14 Is the benchmark/discount rate the latest availabtee time: /1/ DR | In line with the Methods and Parameters for OK
of decision? /53/ | CC | Economic Assessment of Construction Projects
(version 3)in China, the investment benchmark
of 12% Internal Rate of Return (IRR) applicable
for glass industry has been selected as|the
discount rate for the project activity. This
discount rate is widely used by Chinese
authorities for assessing the financial viabilify, o
potential new projects, and it deemed to be
reasonable and appropriate for this project
activity. And this rate is available value to use a
the time of decision. The discount rate of 12% is
used in both the alternatives and additionality is
being demonstrated by the investment
comparison.
B.5.15 What is the financial indicator? Is it on equitydpct basis? | /1/ DR | The financial indicator is the net present value OK
Before/after tax? Is the financial indicator inre@pondence (NPV). It is on project basis and after tax. The
with the benchmark? financial indicator NPV is in correspondence
with the benchmark.
B.5.16 Are the underlying assumptions appropriate, e.cgtuh 11/ DR | The underlying assumptions are appropriate. No OK
considered as waste in the baseline is considerkeavie zerc waste was considered in the baseline.
value?
B.5.17 Does the income tax calculation take depreciatiom i /1/ DR | The tax calculation does not take the depreciation OK
account? Is the depreciation year in accordandenatmal = 54/ CC  into the account.
accounting practice in the host country? /55/
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Checklist Question ~ Ref MoV Assessment by DNV C?orr?g
B.5.18 s the time period of the investment analysis goerating 11/ DR | The time period of investment analysis is 25 OK
time of the project realistic? Has salvage valuenlteken /2] CC | years, consisting of 25 years operation period.
into account? Is working capital returned in thet kgear of 57/ The time period of investment analysis and
operation? operation time of the project has been verified to
be in line with the “Rules of Construction Project
Quality Control” and thus deemed to be realistic.
No working capital has been applied in the
investment analysis of the proposed project
activity.
B.5.19 When a feasibility study report or similar appro\mdthe 11/ DR | The input parameters used in the financial OK
government is used as the basis for the investaralysis: /2] CC | analysis are taken from the feasibility study
Can it be confirmed that the values used in the RBfully report (FSR) developed by a qualified third party
consistent with the FSR and is the period of tireeveen and approved by the Shanxi Qi County Planring
finalization of the FSR and the investment decision Commission in 16 August 2006. Information
adequate? contained in the FSR, can thus be considered

information provided by an independent and
recognized source.
DNV compared the input parameters for the

financial analysis included in the PDD with the

parameters stated in the FSR and was able to
confirm that the values applied are consistent
with the value stated in the FSR.
The FSR of the proposed project activity was
approved in 16 August 2006 and thus only isix
months prior to the decision to proceed with the
project activity (i.e. the start date of the praojec
which was on 10 February 2007. Given this
relatively short period of time between the
approval of FSR and the decision to proceed
with the project activity, it is unlikely in the
context of the project that the input values would

have materially changed and it is thus reasonable

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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~ Draft

Final

Checklist Question

to assume that the FSR has been the basis ¢

Assessment by DNV

decision to proceed with the investment in
project.

)f the
the

Concl. Concl.

B.5.20 How was the amount of output (e.g. sales of elatfji
assessed? Remember to include all the data saisedsand
list all the projects that have been used for eobgking in
accordance with VVM paragraph 95.

11/
12/

DR

[] The plant load factor provided to banks and
equity financiers while applying the project
activity for project financing, or to the
government while applying the project activity
for implementation approval

[] The plant load factor determined by a third
party contracted by the project participants (e.
an engineering company)

<] Other approach.

Provide details on how the load factor was
validated::

The amount of glass produced annually is 24
ton per year. It is the total installed capacity
two glass kilns (one with the installed capacity
2 000 ton and another one with the instal
capacity of 22 000 ton).

for

000
of

led

OK

B.5.21 How was the output price (e.g. electricity price3essed?
Were the data available and valid at the time ofsien?
Remember to include all the data sources usedistralllthe
projects that have been used for cross-checking in
accordance with VVM paragraph 95.

12/
113/
116/
1171
118/

DR

X Cross-check against third-party or publicly
available sources (e.g. invoices or price indice
X Review of feasibility reports, public
announcements and annual financial reports
related to the project and the project participar:
Provide details on how the output price was
validated:

The natural gas price as 2.3 RMB/Nis agreed
upon the gas supply agreement, which has |
verified through the invoice of purchasing t
natural gas. Furthermore, according to

)een
he
the

“Notice on the prices of natural gas in Jinzhc

ng

OK
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City”, the price for the natural gas (use for
industry) is 2.4 RMB/Nm Therefore, DNV
confirms that price for natural gas has been cross
checked to be reasonable.

Checklist Question Assessment by DNV

The coal price of 385 RMB/ton adopted by the
proposed project activity, was taken from the
invoice of purchasing coal in January 2007; It
was the most recent coal price before the
investment decision on 10 February 2007. The
proof to demonstrate the prices in 2008 and 2009
from the same coal supplier Zhangjiagang
Dongfeng Special Blower-Fan Co., Ltd., has been
verified by DNV. Based on the proof, it is
identified that the coal prices in 2008 and 2009
are respectively 415 RMB/ton and 398 RMB/ton.
Given the coal price trend in the period 2007 to
2009, DNV considers that the estimated coal
price used in the NPV analysis is suitable.

B.5.22 How were the investment costs assessed? Weretde da  /1/ DR  [X] Cross-check against third-party or publicly OK
available and valid at the time of decision? Renmamit 12/ cc | available sources (e.g. invoices or price indices)
include all the data sources used and list alptiogects that 7/ [X] Review of feasibility reports, public
have been used for cross-checking in accordan®eMMM announcements, contracts and annual financial
19/ . .
paragraph 95. 126/ reports related to the project and the project
127/ participants

Provide details on how the investment costs were
128/ validated:

The project total static investment (4.968 million
RMB) is sourced from the FSR. DNV has
verified the purchase agreements as well as other
relevant contracts and documents for construction
related services, and is able to conclude that the

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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total contracted expenses is 4.6866 million RMB.
The total contracted value accounts for the
94.33% of the total static investment (4.968
million RMB) as estimated in the FSR.
Therefore, the total static investment applied in
the financial analysis of the project activity is
considered to be appropriate at the time  of
investment decision.

Checklist Question Assessment by DNV

B.5.23 How were the O&M costs assessed? Were the datibleai /1/ DR  [X] Cross-check against third-party or publicly OK
and valid at the time of decision? Remember taiighelall /2] CC | available sources (e.g. invoices or price indices)
the data sources used and list all the projectdnze been /4] [] Review of feasibility reports, public
gged for cross-checking in accordance with VVM geaph 56/ announcements and annual financial reports

related to the project and the project participants

1311 Provide details on how the O&M costs were
138/ validated:

Fuel operation cost of coal

The fuel operation cost of coal (547 RMB/ton) is
sourced from the FSR. The annual fuel operation
cost of coal is equal to the coal price (385
RMB/ton) multiplied by the fuel consumpticn
ratio of coal (1.42). The fuel consumption rate of
coal (1.42) is sourced from the FSR.

To further validate the appropriateness of fuel
operation costs, the average weighted value of
fuel consumption ratio in the three years prior to
the implementation of project activity (i.e. the
years 2004, 2005 and 2006) is calculated to be
1.42 ton per ton of glass production, which is
consistent with the value estimated in the FSR.
DNV has also verified from the statistics made by
the China glass association, the fuel consumgtion

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

~ Draft

Assessment by DNV

“Tatio of coal varies from 1.32 to 1.52 ton per

of glass production in China. The fu
consumption ratio of coal adopted by this proj
is validated to be within the range. Therefore,
fuel consumption ratio is confirmed by DNV

be valid and applicable at the time of investm
decision.

Fuel operation cost of natural gas

The fuel operation costs of natural gas (1
RMB/ton of glass) is sourced from the FSR. I
equal to the natural gas price (2.3 RMBAIr
multiplied by the fuel consumption ratio
natural gas (583 Nfrper ton of glass).

The fuel consumption ratio of natural gas (&
Nm?® per ton of glass) is sourced from the F¢
The appropriateness of fuel consumption ratic
natural gas is justified through comparing w
the experienced range. According to the statis
made by the China glass association, the

consumption rate of ¢ oa glass kiln ranges fi
545 to 620 Nm per ton of glass production

China. The value used by the project activity
583 Nn? per ton of glass, is validated to

within this range. Furthermore, the aggrega
actual consumption ratio for natural gas from J
2008 to December 2010 is calculated to be

Nm? per ton of glass, on the basis of the invoi

. Concl
on

el

ect

the

o

ent

83
SR.
) of
ith
stics
fuel
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n
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be
ted
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584
ces

of monthly natural gas consumption and monthly
statistics of glass production. Its difference from
the estimated value is slight, thus t§he
consumption rate of natural gas applied by this
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Checklist Question Assessment by DNV

| project activity is deemed to be appropriate.

B.5.24 Describe the assessment of the other input paresn&tere  /1/ DR  [X] Cross-check against third-party or publicly OK
the data available and valid at the time of denfgio 12/ CC | available sources (e.g. invoices or price indices)
Remember to include all the data sources usedistralllthe 54/ X] Review of feasibility reports, public
projects that have been used for cross-checking in announcements and annual financial reports
accordance with VVM paragraph 95. related to the project and the project participants

Provide details on how other input parameters
were validated:

(@) VAT rate

VAT is a tax that applies to most business
transactions involving the transfer of goods and
services. It is thus applicable to the proposed
project. When the business is registered for VAT,
it will pay VAT on its purchase of equipments
and charge VAT on its sales.

The VAT rate applied by the proposed project
activity is 17%, which is verified to be in line
with Notice on the value added tax, issued by the
Ministry of Finance and State Administration of

Taxation, [1994] No.4. The document ([1994]
No.4) was still valid at the time of investment
decision on 10 February 2007.

(b) Rate of Enterprise Income Tax

According to theProvisional Regulation of th
People’s Republic of China on Enterprise Income
Tax the enterprise income tax shall be levied at
the rate of 33%. The rate of income tax (33%)
applied in the financial analysis is derived from
the FSR, which is in line with thErovisional

D
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Checklist Question Assessment by DNV

Regulations of the People’s Republic of China on
Enterprise Income Taxissued by the State
Council, State Council No0.137. The document
(State Council No0.137) was still valid at the time
of making investment decision on 10 February

2007.
B.5.25 Was the financial calculation spreadsheet verified found  /1/ DR | The financial calculation spreadsheet was \eztifi OK
to be correct? /4] and found to be correct.
B.5.26 Sensitivity analysis: Have the key parameters doutingto = /1/ DR : Yes, the key parameters contributing to more OK
more than 20% of the revenue/costs during operating /4] than 20% of the revenue/costs during operating or
implementation been identified? Has possible catiet implementation have been identified in the PDD.

between the parameters been considered?
B.5.27 Sensitivity analysis: Is the range of variationssigsonable = /1/ DR gtatic Total

Investment DNV was able to OK

in the project context? 121~ CC  confirm that the reduction by 100% in investment
14/ costs is unlikely to happen. Even the total static
14/ investment is 100% removed, the NPV of the
s/ proposed project activity is still negative.
116/ Price of natural gad~or a 60.98% decrease in the
117/ price of natural gas, the project NPV will be zero.
18/ According to the FSR completed by a qualified

design and research institute, the price of natural

119/ gas is 2.3 RMB/Nrh According to the invoices

of purchasing the natural gas, the price of natural
gas has been increasing from 2007 to 2010.
Therefore, it is highly unlikely to decrease the

price of natural gas by 60.98% during the whole
crediting period.

Coal price: For a 149.57% increase in the price of
coal, the NPV will become positive. The price, of
coal adopted by the project activity is verified to

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking

CDM Validation Protocol — Report No. 2010-0127,.re2 A'27



DET NORSKE VERITAS

Checklist Question

Assessment by DNV

"be in line with the invoices in January 2007.

Referring to the proof from the coal supplier, 1
coal price has been remains in the stable t
with the range from 385 ~ 415 RMB/to
Therefore, it is not possibly to increase the ¢
price by 149.57%.

he
end
n.
oal

B.5.28 Have the key parameters been varied to reach thehbwark /1/ DR | The key parameters have been varied to reach the OK
and the likelihood of this to happen been justitiethe /4] benchmark and the likelihood of this to happen
small? been justified to be small.
Conclusion
B.5.29 What is the conclusion with regard to the additivpaf the = /1/ DR | Based on the discussion above, it has been OK
project activity? concluded that the proposed project activity is
additional.
B.6 Calculations of GHG emission reductions
Data and parameters that are available at validatio
and that are not monitored (VVM para 199-203)
B.6.1 How was theQgg ; available at validation verified? /1/ DR Qeyy The heat output in the project activity in the OK
baseline situation.
Net output generated in the element process in
the baseline situation during the corresponding
period of time for which the total fuel
consumption was taken. The annual glass output
in the baseline situation from 2004 - 2006 is
chosen in the calculation of baseline emissions.
The data has been cross checked with : the
receipts.
B.6.2 How was the Efg, available at validation verified? /1/ DR | The emission factor in the baseline situation OK
31/ (EFgsy) is the coefficient for the fossil fuel used
in the baseline expressed as emission per unit of
132/ output,
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Checklist Question Assessment by DNV ggﬁg
;33 |
134/ EFssi= FC 5, * EFcoy;. * NCV, /Qgg
/50/ Where:

EFss.  Emission factor for the baseline situation
(tCO,/ton of output)

I:Ci,j,BL,y

the element process during the year y operating at
the baseline energy scenario (mass unit)

Amount of natural gas consumed by

NCVI- Net calorific value of the fuel coal
(kJ/unit)

EFco,; CO; Emissionfactor of the fuel type
coal (tCQ/kJ)

For theFC, | 5 ., the historical information on

the use of coal and plant output in the baseline
situation from the 3 years prior to the project
implementation on 10 February 2007 (i.e. 2004,
2005, 2006) has been chosen in the calculation of
baseline emissions. The data has been cross
checked with the invoices issued by the coal
supplier, Jie Xiu City Xiaoweigou Coal Supply
Co., Ltd..

For the emission factor EF.g,;) of the coal

used, the lower value of emission factor for the
coal with the 95% confidence interval from the
IPCC Guidelines for National Greenhouse Gas
Inventories was chosen in the calculation of

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

baseline emissions.

For NCVj , it was sourced from the NCV

certification report issued by th8hanxi Coal
Quality Measuring Centerwhich is a qualifiec
local third party. Therefore, the data is deemed to
be accurate and reliable and in line with the
applied methodology.

Qgs; Net output generated in the element

process in the baseline situation during the
corresponding period of time for which the total

fuel consumption was taken. The annual glass
output in the baseline situation from 2004 - 2006
is chosen in the calculation of baseline emissions.
The data has been cross checked with  the

receipts.
The EFggLis calculated to be 3.1138 tG@n of
glass.
B.6.3 Howwas theFC, ;. = available at validation verified? /Al DR FC, ;. Amount of fuel coal consumed by OK
132/ the element process during the yewgr
130/ operating at the baseline scenario. It is taken
133/ from the historical coal consumption data
/31/ kept by the project owner. And it has been

cross checked with the invoices of coal from
the coal supplier.

B.6.4 How was theNCV, available at validation verified? /1 DR NCV, : Net calorific value of the fuel coal OK
134/ (kJ/unit).
For the NCV, of the coal used, it was sourced
from the NCV certification report issued by the

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

Shanxi Coal Quality Measuring Centeavhich is
a qualified local third party. Therefore, the dta
deemed to be accurate and reliable and in line
with the applied methodology.

OK

[—

B.6.5 How was the Efo,and EFy,; available at validation /1 DR EFco, : CO, emission factor of the fuel type
(tCO/kI)

/50/ The emission factor of coal and natural gas is
sourced from the2006 IPCC Guidelines for
National Greenhouse Gas Inventories.

B.6.6  How was the Efv,and EFq,; available at validation /1 DR« For the emission factorHF.q, ;) of the coal OK

verified? used, the lower value of emission factor for
/50/ the coal with the 95% confidence interval
from the IPCC Guidelines for National
Greenhouse Gas Inventoriasas chosen in
the calculation of baseline emissions.

verified?

e The CQ emission factor for natural gas
(EFco») is one ex-ante parameter and chosen
as the higher value with the 95% confidence
interval from the IPCC Guidelines for
National Greenhouse Gas Inventori¢s3.3
tCO/TI).

Baseline emissions (VVM para 89-93)

B.6.7  Are the calculations documented according to theayed /1/ DR : The documented -calculations of baseline OK
methodology and in a complete and transparent manne /g emissions are according to the approved

143/ methodology AMS-III.B Version 14 and in a
complete and transparent manner.

B.6.8  Have conservative assumptions been used when atiteul = /1/ DR | Yes, all the used assumptions are in line wWith t OK

the baseline emissions? /5/ Indicative simplified baseline and monitoring
methodologies for selected small scale CDM

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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143/ project activity categories-Type III.B. - Switching
fossil fuelsAMS-II1.B Version 14.
B.6.9  Are uncertainties in the baseline emission estispteperly  /1/ DR : There are no uncertainties identified in the OK
addressed? baseline emission estimates.
Project emissions (VVM para 89-93)
B.6.10 Are the calculations documented according to theeed /1/ DR The emission reduction calculation process has OK
methodology and in a complete and transparent manne = /5 been transparently documented in EF calculation
spreadsheet /5/.
143/
B.6.11 Have conservative assumptions been used whenattoul = /1/ DR | Yes, all the used assumptions are in line with t OK
the project emissions? /5/ Indicative simplified baseline and monitoring
143/ methodologies for selected small scale CDM
project activity categories-Type III.B. - Switching
fossil fuelsAMS-I111.B Version 14.
B.6.12 Are uncertainties in the project emission estimateperly 11/ DR | There are no uncertainties identified in thgquob OK
addressed? 143/ emission estimates.
Leakage (VVM para 89-93)
B.6.13 Are the leakage calculations documented accordiriget /1/ DR | According to the approved methodology AMS- OK
approved methodology and in a complete and traeepar = 43/ lI.B Version 14, no leakage calculations are
manner? required.
B.6.14 Have conservative assumptions been used whenathoul = /1/ DR  According to the approved methodology AMS- OK
the leakage emissions? 143/ lI.B Version 14, no leakage calculations are
required.
B.6.15 Are uncertainties in the leakage emission estimatteserly = /1/ DR : According to the approved methodology AMS- OK
addressed? 143/ II.B Version 14, no leakage calculations are
required.
Emission Reductions (VVM para 89-93)
B.6.16 Algorithms and/or formulae used to determine erarssi 11/ DR | The algorithms and/or formulae have been OK
reductions: /32/ | CC | correctly used to determine emission reductions:

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

All assumptions and data used by the project ppaints All data in the PDD used to determine the

are listed in the PDD and related document subdhiibe 33/ calculation are from the IPCC 2006, annual

registration. Thg dgta are properly referen'ced 31/ report of coal consumption, annual report of
«  All documentation is correctly quoted and intetpce output of glass and other reference document.
. ; The data are properly referenced.

All valu'es useq can be deemed reasonable in thextoof 50/ _ _

the project activity * According to the reference list, all documents
» The methodology has been correctly applied toutate of the calculations were correctly quoted and

the emission reductions and this can be replichtethe interpreted.

data provided in the PDD and supporting files to be * All values used are deemed reasonable in the

submitted for registration. context of the bundled project activities

because all values are either derived from the
public national or IPCC data available or the
PDR which can be considered information
provided by a trustworthy and recognized
source.

e The approved baseline and monitoring
methodology AMS-III.B version 14 as well as
its guidances have been correctly applied to
calculate the emission reductions. And the
emission reductions can be replicated by
using the data and parameter provided in the
PDD and supporting files submitted for
registration. The data sources mentioned have
been verified by DNV.

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

B.7.1 Do the means of monitoring described in the planmy 11/ DR | Yes. The means of monitoring described in ithe OK
with the requirements of the methodology? plan complies with the requirements of the
methodology.
B.7.2  Does the monitoring plan contains all necessargrpaters, /1/ DR | The monitoring plan in the PDD version 3 dated OK
and are they clearly described? 6 May 2011 contains the necessary parameters to

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Draft

Final

be monitored The data unit, source of dat

measurement procedures, monitoring freque
QA/QC procedures of the monitored parame
have been clearly described.

Concl. Concl.

a,
ncy,
lers

B.7.3

In case parameters are measured, is the measurement
equipment described? Describe each relevant pagamet

11/

DR

Yes, the measurement equipment for rele
parameter has been described in the PDD vet
3 dated 6 May 2011.

FC,, Natural gas consumed in the project boile
the year y, will be monitored by the mete
installed at the gateway of the glass plant.
Qry,y production of glassware in the year y, w
be monitored through the balance scale
platform scale.

NCV, net calorific value of natural gas. It will t
measured by the NG supplier.

ant
sion

r at
2I'S

ill
and

)e

OK

B.7.4

In case parameters are measured, is the measurement
accuracy addressed and deemed appropriate? Desatdhe
relevant parameter.

111

DR

Yes, the accuracy levels for the measuren
equipments have been described in the F
version 3 dated 6 May 2011.

The accuracy of the two natural gas meters
be 1.5 grades, which is verified to be in line w
the Measurement of gas flow in closed condu
Turbine meters

The accuracy levels of Balance Scale
platform Scale respectively are 1g and 200g.

nent
DD

will
ith
its-

and

OK

B.7.5

In case parameters are measured, are the requisefoen
maintenance and calibration of measurement equipmen
described and deemed appropriate? Describe eastang!
parameter.

11/

DR

The meters to measure the volume of natural
will be calibrated once a year by the certifi
body.

The balance scale and platform scale to we
the glass output, will be calibrated once a yea
a certified body.

gas,
ed

ight
r by

OK
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Checklist Question _ Assessment by DNV DI
Concl
B.7.6 s the monitoring frequency adequate for all maimigp 11/ DR  The FG will be monthly monitored, OK
parameters? Describe each parameter. The Q. ,will be daily monitored;

The NCV will be monitored by the natural gas
supplier, Qi county Jieyuan Natural Gas Co.,

Ltd..
B.7.7 Is the recording frequency adequate for all moinitpr 11/ DR  The FG will be recorded on a monthly basis; OK
parameters? Describe each parameter. the @, ,will be recorded on a monthly basis;

The NCVwill be recorded every two weeks.

Ability of project participants to implement
monitoring plan

B.7.8 How has it been assessed that the monitoring agraegts 11/ DR : The project’'s monitoring plan includes: OK
described in the monitoring plan are feasible withie |25/  CC - A description of the responsibilities and
project design? authorities for project management;
- Responsibility;
- Reporting;
- Calibration;

- Error Handling Procedure

- External Reporting Procedure
- Procedure for corrective actions arising
- Training

- Data management system.

Detailed procedures have been elaborated in the
PDD version 3 dated 6 May 2011 and project
monitoring and operation manual.
These will be maintained and implemented to
enable subsequent verification of emission
reductions. The application of the monitoring
methodology is transparent and DNV considers

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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~ Draft

Final

“the project participants able to implement

monitoring plan.

the

Concl. Concl.

B.7.9  Are procedures identified for day-to-day recordsdiiag 11/ Yes. The procedures for day-to-day records OK
(including what records to keep, storage areaairds and handling have been identified in the PDD.
how to process performance documentation)?
B.7.10 Are the data management and quality assuranceuwslityq = /1/ DR | Yes. The detailed procedures related to data OK
control procedures sufficient to ensure that thession management, quality assurance and quality
reductions achieved by/resulting from the projeat be control have been elaborated in the PDD version
reported ex post and verified? 3 dated 6 May 2011.
The relevant information will be maintained and
presented to the verification agency or DOE for
the verification of emission reductions.
B.7.11 Will all monitored data required for verificatiom@issuance /1/ DR  Yes. As described in the PDD version 3 dated 6 OK
be kept for two years after the end of the credipariod or May 2011, all parameters monitored under the
the last issuance of CERs, for this project agtjwithichever monitoring plan will be archived electronically
occurs later? and be kept at least for 2 years after the end of
last crediting period.
Monitoring of sustainable development indicators/
environmental impacts
B.7.12 Is the monitoring of sustainable development inics 11/ DR China legislation authorities do not require the OK
environmental impacts warranted by legislatiornie host collection and archiving of relevant data
country? concerning sustainable development indicators.
The monitoring of environmental impacts is
conducted by the local environmental authority.
B.7.13 Does the monitoring plan provide for the collectand 11/ DR | Neither Chinese legislation authorities nor the OK
archiving of relevant data concerning environmersatial methodology requires any collection and
and economic impacts? archiving of data related to environmental, social
and environmental impacts.
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV
B.7.14 Are the sustainable development indicators in\ta | 11/ "DR Monitoring ~ of  sustainable  development "~ oK
stated national priorities in the host country? indicators, namely environmental, social and
economic are in line with national priorities in
China.

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

C.1.2 How has the starting date of the project activitetp 11/ DR : The engineering procurement and construction OK
determined? What are the dates of the first cotstfac the /9/ CC | contract of the proposed project was signed on 10
project activity? When was the first constructiati\aty? 122/ February 2007. The construction commencement

was signed on 12 February 2007. The purchase

129/ agreement of blowers for the proposed project

activity was signed on 3 April 2007. Therefore,

the date was verified to be the time when the
earliest financial commitment was made, and
therefore determined as the project starting date.

The engineering procurement and construction

contract signed on 10 February 2007 was taken as

the first construction activity.

C.1.3 Is the stated expected operational lifetime ofptfogect 11/ DR | The expected operation lifetime of the proposed OK
activity reasonable? /2] CC | project activity is 25 years, which is sourced from
/58/ the FSR.

It has been determined by the FSR designer
Shanxi Guoyang Investment Consulting Co., Ltd.
and verified to comply with theRules of
Construction projects Quality Contrassued by
the State Council.

C.1.4 Isthe start date, the type (renewable/fixed) aedeéngth of /1/ DR A renewable crediting period is selected, and the OK
the crediting period clearly defined and reasorfable first 7 years crediting period starts on 1 July 201
(or the date of registration, whichever is later),

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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| which is deemed to be reasonable.

Concl

D Environmental Impacts (VVM para 131-133 and VVM
para 136 (d) for small-scale project activities, aapplicable))

D.1.1  Are there any host country requirements for an 11/ DR  The Law of the People's Republic of China on OK
Environmental Impact Assessment (EIA), and if yesin /3/ CC Evaluation of Environmental Effectsas issuec
EIA approved? Does the approval contain any cobti 51/ on 28 October 2002 and requires the EIA for the
that need monitoringPor small-scale project activities, is an/52/ construction project.
gSDSI(e/ISSp;?en(;[tj(ft?\?itjri];nrrgglr}i]r%rg?::ylThpeaﬁtoss(tjggrﬁ?&m The EIA registration form for the proposed
' project activity from Shanxi Qi County
Environmental Protection Agency has been
issued on 16 September 2006.
The EIA registration form does not contain any
indicators to be monitored.
For the proposed small-scale project activity, the
assessment of the environmental impacts is
required by the host party.
D.1.2 Does the project comply with environmental legisiatin i DR | Yes. The project complies with tHeaw of the OK
the host country? /51/ @ cC People's Republic of China on Evaluation  of
52/ Environmental Effectsince it has been approved
by the local Environmental Protection Bureau.
D.1.3  Will the project create any adverse environmerftaces? 11/ DR  According the EIA and its approval, the proposed OK
2] CcC  project will cause no significant adverse impacts
on the environment.
D.1.4 Have identified environmental impacts been addcesséhe /1/ DR  Yes. The identified environmental impact has OK
project design? been addressed in the PDD.
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Checklist Question Assessment by DNV

E Stakeholder Comments (VVM para 128-130)
E.1.1 Have relevant stakeholders been consulted? 11/ DR : In August 2006, the project owner of the OK
proposed project carried out a survey of the local
residents by the means of distributing
guestionnaires.
The questionnaires were distributed to the local
residents in the nearby areas of the proposed
project. The investigated local stakeholders
mainly live near the project site and were selected
from different genders, ages and education levels
with proper proportion.
During the survey, 35 copies of questionnaires
for the proposed project were distributed to lccal
stakeholders and 30 answered questionnaires for
the proposed project were returned giving a 86%
response rate. DNV has checked all the
guestionnaires received. The survey shows ithat
100% of the investigated people are supportive to
the project construction and no negative opinions

received.
E.1.2 Have appropriate media been used to invite comnignts /1/ DR : Yes. The distribution of questionnaires to local OK
local stakeholders? stakeholders has been used to invite the
comments from the local stakeholders.
E.1.3 If a stakeholder consultation process is required b 11/ DR | Yes. The stakeholder consultation process is in OK
regulations/laws in the host country, has the stakker /51/ = CC | accordance with theaw of the People's Republic
consultation process been carried out in accordaitbe 52/ of China on Evaluation of Environmental Effects
such regulations/laws? and Environmental Protection Law of the
People’s Republic of China.
E.1.4 Is a summary of the stakeholder comments received 11/ DR | Yes. A summary of the stakeholder comments OK
provided? has been provided in section E.2 of PDD.

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Checklist Question Ref MoV Assessment by DNV
E.1.5 Has due account been taken of any stakeholder cnteme /1/ = DR | The survey shows that 100% of the investigated .~ OK
received? | ~people are supportive to the project construction |

- and no negative comments are received.

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Table 3 Resolution of corrective action requests ahclarification requests

Corrective action and/ or clarification Reference Response by project participants

Validation conclusion

requests to Table 2
N/A N/A N/A N/A
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Table 4 Forward action requests
Forward action request Reference Response by project participants

to Table 2
N/A N/A N/A

- 000 -
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Table 1 Mandatory Requirements for Clean DevelopmearMechanism (CDM) Project Activities

Requirement Reference Conclusion
About Parties
1. The project shall assist Parties included in é&nhin achieving compliance withKyoto Protocol Art.12.2 OK
part of their emission reduction commitment under 3.
2. The project shall assist non-Annex | Partiesantributing to the ultimate objectiveKyoto Protocol Art.12.2. OK
of the UNFCCC.
3. The project shall have the written approval ofumtary participation from theKyoto Protocol| CAR1
designated national authority of each Party inviblve Art. 12.5a, OK

CDM Modalities and Procedures 840a

4. The project shall assist non-Annex | Partieaghieving sustainable developmemtyoto Protocol Art. 12.2, CAR1
and shall have obtained confirmation by the hoshtiy thereof. CDM Modalities and Procedures 840a OK
5. In case public funding from Parties includedAinnex | is used for the projectDecision 17/CP.7, OK
activity, these Parties shall provide an affirmatibat such funding does not result i@DM  Modalities and  Procedures
a diversion of official development assistance snseparate from and is not countedippendix B, § 2
towards the financial obligations of these Parties.
6. Parties participating in the CDM shall desigreateational authority for the CDM. CDM ModalitiesdaProcedures 829 OK
7. The host Party and the participating Annex ItyPahall be a Party to the Kyota®CDM Modalities 830/31a OK
Protocol.
8. The participating Annex | Party’s assigned anta@imall have been calculated an@DM Modalities and Procedures 831b OK
recorded.
9. The participating Annex | Party shall have iaga a national system for estimatingDM Modalities and Procedures 831b OK

GHG emissions and a national registry in accordavitle Kyoto Protocol Article 5
and 7.

About additionality

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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Requirement Reference Conclusion
10. Reduction in GHG emissions shall be additidnaany that would occur in theKyoto Protocol Art. 12.5c OK
absence of the project activity, i.e. a CDM projemttivity is additional iff CDM Modalities and Procedures 843
anthropogenic emissions of greenhouse gases bgesoare reduced below those that
would have occurred in the absence of the regst€f2M project activity.
About forecast emission reductions and environmentampacts
11. The emission reductions shall be real, meakurahd give long-term benefitKyoto Protocol Art. 12.5b OK
related to the mitigation of climate change.
For large-scale projects only
12. Documentation on the analysis of the envirortalermpacts of the proje¢tCDM Modalities and Procedures 837c¢ N/A
activity, including transboundary impacts, shalldodmitted, and, if those impacts are
considered significant by the project participamtghe Host Party, an environmental
impact assessment in accordance with proceduresgased by the Host Party shall
be carried out.
About stakeholder involvement
13. Comments by local stakeholders shall be inyseslimmary of these provided an@DM Modalities and Procedures 837b OK
how due account was taken of any comments received.
14. Parties, stakeholders and UNFCCC accredited SN&@ll have been invited t&DM Modalities and Procedures 840 OK
comment on the validation requirements for minim8@ndays, and the project design
document and comments have been made publiclyaieil
Other
15. The baseline and monitoring methodology shallpkeviously approved by theCDM Modalities and Procedures 837e OK
CDM Executive Board.
16. A baseline shall be established on a projeetifip basis, in a transparent mann&DM Modalities and Procedures 845c,0 OK
and taking into account relevant national and/otaal policies and circumstances.
17. The baseline methodology shall exclude to €ifRs for decreases in activityCDM Modalities and Procedures 847 OK

levels outside the project activity or due to foncajeure.

MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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Requirement Reference Conclusion
18. The project design document shall be in confmre with the UNFCCC CDM-CDM  Modalities and  Procedurgs OK
PDD format. Appendix B, EB Decision
19. Provisions for monitoring, verification and oefing shall be in accordance witlCDM Modalities and Procedures 837f OK
the modalities described in the Marrakech Accordd eelevant decisions of the
COP/MOP.

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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Table 2 Requirements Checklist
Draft Final
*
CHECKLIST QUESTION Ref. MoV COMMENTS Concl.  Concl.
A  General Description of Project Activity
The project design is assessed.
A.l. Project Boundaries
Project Boundaries are the limits and borders wiefy the
GHG emission reduction project.
A.1.1. Are the project’s spatial boundaries /1/ | DR | Yes. The project is located in Xiliuzhi \&tje, OK
(geographical) clearly defined? Xiliuzhi Countryside, Qi County, Jinzhong City,
Shanxi Province, P.R. China. The geographical
coordinates are north latitude 354 and eas
longitude 112°PR5".
A.1.2. Are the project’s system boundaries (componentgl/ DR Yes. The project system boundaries are lglear OK
and facilities used to mitigate GHGS) clearly defined. The glass kilns where the switch
defined? occurred in fuel from coal to natural gas are
defined as project system boundaries.
A.2. Participation Requirements
Referring to Part A, Annex 1 and 2 of the PDD a8
as the CDM glossary with respect to the terms Re
Letter of Approval, Authorization and Proje
Participant.
A.2.1. Which Parties and project participants are 11/ DR | Involved Parties: OK
participating in the project? China as Host Country, and United Kingdom: of
Great Britain and Northern Ireland as Annex |
Country.
Project Participants:
Shanxi Hongyi Glassware Co., Ltd. as the project
owner and Trading Emissions PLC as the CER caAR 1
buyer.
MoV = Means of Verification, DR= Document Review, Ihterview, CC= Cross-Checking
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CHECKLIST QUESTION Ref. MoV COMMENTS gﬁg g(')?ﬂl
A.2.2. Have all involved Parties provided a valid and  /1/ DR  No. China issued the LoA on 30 April 20Q9. OK
complete letter of approval and have all 113/ However, the LoA from United Kingdom ofcAR1
private/public project participants been authorize Great Britain and Northern Irelariths not been
by an involved Party? obtained.
A.2.3. Do all participating Parties fulfil the participati  /1/ DR cChina ratified the Kyoto Protocol on 30GAR1  OK
requirements as follows: August 2002, andJnited Kingdom of Great
- Ratification of the Kyoto Protocol Britain and Northern Irelandatified the Kyoto:
- Voluntary participation Protocol on 31 May 2002.
: . . Voluntary Participation:
- Designated a National Authority oluntary Farticipatio
China issued the LoA on 30 April 2009
authorising Shanxi Hongyi Glassware Co., Ltd.
as a project participant, while the LoA fram
United Kingdom of Great Britain and Northern
Ireland is pending.
Designated National Authority:
The host country DNA is the National
Development and Reform Commission
(NDRC) of China and the DNA of United
Kingdom is Global Carbon Markets in
Department of Energy and Climate Change
(DECC).
A.2.4. Potential public funding for the project from /1/ DR  The validation did not reveal any information oK
Parties in Annex | shall not be a diversion of that indicates that the project can be seen as a

official development assistance.

diversion of official development assistanc
(ODA) funding towardsChina

al

>

A.3. Technology to be employed

Validation of project technology focuses on the jgub

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking

Initial CDM Validation Protocol — Report No. 2010-27, rev. 02

B-5




DET NORSKE VERITAS

CHECKLIST QUESTION Ref. MoV COMMENTS gﬁg g(')?ﬂl
engineering, choice of technology and compete
maintenance needs. The validator should ensure
environmentally safe and sound technology and Kmow-is
used.
A.3.1. Does the project design engineering reflect /1 DR Yes. The project design engineering reflects OK
current good practices? /5/ good practices.
A.3.2. Does the project use state of the art technology g1/ DR | Whether the project use state of the a@kl = OK
would the technology result in a significantly technology or would the technology result in
better performance than any commonly used a significantly better performance than any
technologies in the host country? commonly used technologies need to be
further clarified.
A.3.3. Does the project make provisions for meeting  /1/ DR  Yes. A CDM group has been established to OK
training and maintenance needs? 10/ carry out the monitoring work. Its staff has
been trained.
A.4. Contribution to Sustainable Development
The project’'s contribution to sustainable developmés
assessed.
A4.1. Has_ the_ h_OSt country confirmed that the project /g/ DR  The LoA from DNA of China stated that the OK
assists it in achieving sustainable development? project assists China in achieving sustainable
development.
A.4.2. Will the project create other environmental or | /1/ DR Yes. The project creates employment OK
social benefits than GHG emission reductions? 5/ opportunities for the residents, increases
income of local governments and mitigates
the atmospheric emissions of pollutants and
improves the local air quality.
A.5. Small scale project activity
Tit is assessed whether the project qualifies asllssnale
MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION Ref. MoV COMMENTS gﬁg (I:::)Tcl;ll
CDM project activity
A.5.1. Does the project qualify as a small scale CDM| /1/ | DR | Yes. The project relates to the fuel switch OK
project activity as defined in paragraph 6 (c) of from coal to natural gas which leads to the
decision 17/CP.7 on the modalities and emission reduction of less than 60kt £:O
procedures for the CDM? annually. Hence the project fulfils the critefia
for type Il small scale projects.
A.5.2. Is the small scale project activity not a debundled1/ | DR | No. The proposed project is not a debundled OK
component of a larger project activity? /5/ | | component of a larger project as there is no
registered small-scale CDM project activijty
or an application to register another small-
scale CDM project activity with the same
project participants, in the same project
category and technology or measure.
B Project Baseline
The validation of the project baseline establishdsether the
selected baseline methodology is appropriate anéthdr the
selected baseline represents a likely baselineas®n
B.1. Baseline Methodology
It is assessed whether the project applies an gpyate
baseline methodology.
B.1.1. Does the project apply an approved methodologyl/ | DR  Yes. The project applies AMS-IIL.B versidt4 OK
and the correct version thereof? 12/ Indicative simplified baseline and monitoring
methodologies for selected small scale COM
project activity categoriesType Il — other
project activities, categories 1ll.B — Switching
fossil fuels.
B.1.2. Are the applicability criteria in the baseline /1/ DR Whetherall the applicability criteria in the gL 2 OK
methodology all fulfilled? /2] baseline methodology are fulfilled needs to
be further identified. The paragraph 7-11 of
MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
B-7
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CHECKLIST QUESTION Ref. MoV COMMENTS Oralt | Final
13/ AMS.III.B version 14 need to be further
specified.
B.2. Baseline Scenario Determination
The choice of the baseline scenario will be vabdatvith
focus on whether the baseline is a likely scenaaiug
whether the methodology to define the baselineasi®
has been followed in a complete and transparentmean
B.2.1. What is the baseline scenario? /11 DR | The baseline scenario is the continuation of OK
12/ | the present practice of coal consumption of as
fuel for powering the glass kilns.
B.2.2. What other alternative scenarios have been /1 DR No. There is no other alternative scenario OK
considered and why is the selected scenario the ,,, | according toAMS-I1.B, version 14.
most likely one?
B.2.3. Has the baseline scenario been determined 11/ DR @ Referto B.2.2. OK
according to the methodology? 12/
B.2.4. Has the baseline scenario been determined usingi/ DR  Referto B.2.2. OK
conservative assumptions where possible? 12/ |
B.2.5. Does the baseline scenario sufficiently take into /1/ DR Yes. National & sectoral policies have been OK
account relevant national and/or sectoral policies;,, | considered in determining baseline scenario.
macro-economic trends and political aspirations? Refer B.2.2.
B.2.6. Is the baseline scenario determination compatible/ DR Referto B.2.2. OK
with the available data and are all literature and 12/ |
sources clearly referenced?

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Orat | Final
B.2.7. Have the major risks to the baseline been /1 DR There are no significant risks have been OK
identified? /2] identified.
B.3. Additionality Determination
The assessment of additionality will be validateith v
focus on whether the project itself is not a likedseline
scenario.
B.3.1. Is the project additionality assessed accordingto/1/ DR  The project additionality is demonstrated by OK
the methodology? 2/ | applying simplified baseline methodology
/3] AMS-III.B *“Indicative simplified baseline
and monitoring methodologies for selected
small scale CDM project activity categorjes
version 14 and the Appendix B of the
simplified modalities and procedures for
small-scale CDM project activities
B.3.2. Are all assumptions stated in a transparent and /1/ DR  The project additionality is justified by using OK
conservative manner? the investment benchmark of 12% Interpal
Rate of Return (IRR) for the glass industry
according to Methods and Parameters for
Economic Assessment of Construction Projects
version 3
Enough evidences need to be provided to
demonstrate the propriety in the selection of
investment benchmark and NPV. Moreover
the resources of input data for NF’\/;%
calculation also are requested to be specified
in PDD:
1)PP needs to state whether the 12% IRR
from glass industry is reasonable , and
MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION

Ref.

MoV*

COMMENTS

Final
Concl.

whether the government provided figure
still valid.

2) The NPV calculation of Fuel Operatir
costs needs to be provided.
3) Whether the NCVs of coal and natural ¢
and also the cost of coal and natural gas v
valid at the time of decision making need
be clarified.

4) The reasonableness of the investment
needs to be clarified.

It was stated in the PDD that the expec
operational lifetime of the proposed projec
22 years. However, 25 years were selecte
IRR calculation. The justification i
searching 25 years in NPV calculation sk
be provided.

jas
vere
to
CAR2

cost

ted
s
din
1
all

B.3.3. Is sufficient evidence provided to support the
relevance of the arguments made?

11/

DR

Refer to Section B.3.2

L3

OK

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/
121
19/
112/

DR

It was stated in the PDD that the starting c
of the proposed project is 10 February 20
which is before the date of validation. How
has been identified shall be explained :
further documentary evidences need to
provided.

The Project owner contracted the CLC
consultant on 23 June 2007 and Emiss

ate

0_7@| 4
It

and

be

M
i6AR3
din

Reduction Purchase Agreement was signe

OK

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking

Initial CDM Validation Protocol — Report No. 2010-27, rev. 02

B-10




DET NORSKE VERITAS

CHECKLIST QUESTION Ref.  MoV* COMMENTS Dratt | Final
oncl. . Concl.
October 2008. There’'s a time gap between
above two dates in which no activities
regarding CDM can be identified. Sufficient
documentary evidences such as the evidence
of the CDM revenues being decisive for the
project, etc. need to be provided to
demonstrate CDM was seriously considered.
B.4. Calculation of GHG Emission Reductions — Project
emissions
It is assessed whether the project emissions ated
according to the methodology and whether
argumentation for the choice of default factors amatles
— where applicable —is justified.

B.4.1. Are the calculations documented according to thgry DR @ Yes. The proposed project appliegS-I11.B, OK
approved methodology and in a complete and version 14 to determine project emissions.
transparent manner? All the calculations are documented in a

complete and transparent manner.

B.1.3. Have conservative assumptions been used whery1/ DR  Yes. Conservative assumptions have been OK
calculating the project emissions? used in project emissions calculation.

B.1.4. Are uncertainties in the project emission /11 | DR | There are no significant uncertainties in the OK
estimates properly addressed? project emission.

B.5. Calculation of GHG Emission Reductions — Baseling
emissions
It is assessed whether the baseline emissions tateds
according to the methodology and whether
argumentation for the choice of default factors aatles
MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
Initial CDM Validation Protocol - Report No. 201027, rev. 02 B-11




DET NORSKE VERITAS

CHECKLIST QUESTION Ref. MoV COMMENTS gﬁg g(')?ﬂl
— where applicable — is justified.
B.5.1. Are the calculations documented according to the1/ DR Yes. The calculations are according to the OK
approved methodology and in a complete and 5, approved methodologyAMS-IIl.B, version
transparent manner? 14.
B.5.2. Have cqnservative alssumpt.ior]s been used wheryy/ DR Yes. Conservative assumptions have been OK
calculating the baseline emissions? 12/ used in baseline emissions calculation.
B.5.3. Are uncertainties in the baseline emission /11 DR | There are no significant uncertainties in the OK
estimates properly addressed? 12/ project emission.
B.6. Calculation of GHG Emission Reductions —
Leakage
It is assessed whether leakage emissions are s
according to the methodology and whether
argumentation for the choice of default factors aadlies
— where applicable — is justified.
B.6.1. Are the leakage calculations documented | /1/ | DR | No leakage emission is required according to OK
according to the approved methodology and in a o the approved methodology AMS-III.B,
complete and transparent manner? version 14.
B.6.2. Have conservative assumptions been used whery1/ = DR @ Referto B.6.1. OK
calculating the leakage emissions? /2]
B.6.3. Are uncertainties in the leakage emission /1/ | DR @ Referto B.6.1. OK
estimates properly addressed? 12/

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION Ref. MoV COMMENTS gﬁg (I:::)Tcl;ll
B.7. Emission Reductions
The emission reductions shall be real, measur
and give long-term benefits related to the mitigat
of climate change.

B.7.1. Are the emission reductions real, measurable angy/ DR Yes. The emission reductions are real, OK
give long-term benefits related to the mitigation measurable and give long-term benefits
of climate change. related to the mitigation of climate change.

B.8. Monitoring Methodology
It is assessed whether the project applies an gppate
monitoring methodology.

B.8.1. Is the monitoring plan documented according to /1/ | DR | The monitoring plan is described in the PDD OK
the approved methodology and in a complete and and is in accordance with the simplified
transparent manner? approved methodologyAMS-IIl.B, version

14.

B.8.2. Will all monitored data required for verification /1/ DR All data collected as part of the monitoring plan OK
and issuance be kept for two years after the end of will be archived electronically and be kept  at
the crediting period or the last issuance of CERSs, least two years after the end of the crediting
for this project activity, whichever occurs later? period.

B.9. Monitoring of Project Emissions
It is established whether the monitoring plan pd4a for
reliable and complete project emission data oveeti

B.9.1. Does the monitoring plan provide for the /1 DR It has stated in the PDD that the following OK
collection and archiving of all relevant data 2/ parameters will be monitored during the
necessary for estimation or measuring the 6/ crediting period according to AMS-I11.B
greenhouse gas emissions within the project version 14:
boundary during the crediting period?

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION Ref. MoV COMMENTS gﬁg (I:::)Tcl;ll
FC, — Volume of Natural gas consumed in
the project boiled in year y;
Qy — Mass of production of glassware in year
y.
The table B.7.10f the PDD needs to be
detailed in terms of the type of instrument
being used, frequency of logging data, G5
calibration and the accuracy of the
measurement equipment, etc. This is essential
as the project is operating.These information
need to be described in the PDD. Moreover,
the procedures in place on how to deal with
erroneous measurements are needed also.
B.10.Monitoring of Baseline Emissions
It is established whether the monitoring plan pda& for
reliable and complete baseline emission data avee.t
B.10.1Does the monitoring plan provide for the /1 DR  The project uses the ex-ante determination GAR4  OK

collection and archiving of all relevant data 12/ approach to calculate baseline emissions.

necessary for determining baseline emissions The ex-ante fixed factor of taro, emission

during the crediting period? /ton product needs to be provided in the
PDD. The CER excel worksheet and all the
historic data need to be provided.

B.10.2 Are the choices of baseline GHG indicators /1/ | DR | Yes. CQ is the only GHG indicator which OK
reasonable and conservative? 12/ needs to be considered in the proposed

project.

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION Ref. MoV* COMMENTS ggﬁg g(')?ﬂl

B.10.3lIs the measurement method clearly stated for eagfy DR | N/A OK

baseline indicator to be monitored and also 12/

deemed appropriate?
B.10.4Is the measuremertuipmentescribed and /1/ | DR | The calibration of the natural gas meter and L6  OK

deemed appropriate? 12/ the precision of the meter need to be

provided for validation.

B.10.51s the measurementcuracyaddressed and 1/ DR | Referto B.10.4 cL6 OK

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

B.10.61s the measurementterval for baseline data 1/ DR Referto B.10.4 CcL6 OK
identified and deemed appropriate? 12/

B.10.7ls the registrationmonitoring, measuremeand /1/ DR NJ/A OK
reporting procedure defined? /2]

B.10.8 Are procedures identified fonaintenancef 11/ DR | N/A OK

monitoring equipment and installations? Are the 12/
calibration intervals being observed?

B.10.9 Are procedures identified for day-to-day records /1/ = DR N/A OK
handling (including what records to keep, storage,,
area of records and how to process performance
documentation)

B.11.Monitoring of Leakage

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

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Oralt | Final
B.11.1Does the monitoring plan provide for the 11/ DR N/A OK
collection and archiving of all relevant data 12/
necessary for determining leakage?
B.11.2 Are the choices of project leakage indicators /1/ | DR  NJ/A OK
reasonable and conservative? 12/
B.11.3ls the measurement method clearly stated for eagfy DR | N/A OK
leakage value to be monitored and deemed /2]
appropriate?
B.12.Monitoring of Sustainable Development Indicators/
Environmental Impacts
It is assessed whether choices of indicators aasgrable
and complete to monitor sustainable performancer ¢
time.
B.12.1ls the monitoring of sustainable development  /1/ DR  The monitoring of sustainable development OK
indicators/ environmental impacts warranted by ,,, indicators is not required by Chinese DNA.
legislation in the host country? 6/ The environmental impacts are identified in
the EIA that was approved on 16 Septmber
2006
B.12.2Does the monitoring plan provide for the /1/ | DR  NJ/A OK
collection and archiving of relevant data /2]
concerning environmental, social and economic
impacts? 51
B.12.3 Are the sustainable development indicators in lingl/ = DR  NJ/A OK
with stated national priorities in the Host 12/
Country? 5/

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION Ref. MoV COMMENTS gﬁg g(')?ﬂl
B.13.Project Management Planning
It is checked that project implementation is pradpe
prepared for and that critical arrangements &
addressed.
B.13.1ls the authority and responsibility of overall /11 DR | Authority and responsibility of the project = €7  OK
project management clearly described? 12/ | management is described in the PDD.
However, the Monitoring and Operation
Manual is need to be provided.
B.13.2 Are procedures identified for training of 1/ DR Referto B.13.1. cLA OK
monitoring personnel? /2] |
B.13.3Are procedures identified for emergency /1/ DR Referto B.13.1. cL7 OK
preparedness for cases where emergencies can /2] |
cause unintended emissions?
B.13.4 Are procedures identified for review of reported /1/ DR  Yes.The data collected is physically recorded OK
results/data? /2] and will be cross-checked with all the
information of the natural gas supplier
invoices every month.
Glassware production will be measured
through output and data will be physically
recorded on a daily basis by the area
operator.
B.13.5Are procedures identified for corrective actions iry1/ DR  Yes.The metering equipment will be propetly OK
order to provide for more accurate future 12/ configured and checked annually according

monitoring and reporting?

to the requirement according to the relevar

1t

standards

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION Ref.  MoV* COMMENTS Oralt | Final
C  Duration of the Project/ Crediting Period
It is assessed whether the temporary boundari#iseoproject are
clearly defined.
C.1.1. Are the project’s starting date and operational 1/ DR @ Referto B.3.4. cL4 OK
lifetime clearly defined and evidenced?
C.1.2. Is the start of the crediting period clearly define /1/ DR | The start of the crediting period is 01 Januargt8  OK
and reasonable? 3/ 2010 in the GSP PDD, it needs to be updated.
D Environmental Impacts
Documentation on the analysis of the environmeintglacts will
be assessed, and if deemed significant, an ElIAdheuprovided
to the validator.
D.1.1. Does host country legislation require an analysis/1/ . DR | Yes. In line with Environmental Protection OK
of the environmental impacts of the project 19/ Law of the People's Republic of China, the
activity ? Project Entity must analyze the
environmental impacts of the Project Activity
before receiving approval of project
construction.
D.1.2. Does the project comply with environmental /1 DR | Yes. The Environmental Impact Registration OK
legislation in the host country? /6/ for the project had been approved by Qi
County Environmental Protection Agency.
D.1.3. Will the project create any adverse environmentali/ = DR ' The adverse environmental effects created by OK
effects? /5/ the proposed project are not significant.
D.1.4. Have envirqnmental impacts been identified and/1/ DR  Yes. No negative environmental impacts will OK
addressed in the PDD? 5/ occur due to the proposed project activity.

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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CHECKLIST QUESTION Ref. MoV COMMENTS Dratt | Final
oncl. Concl.
E  Stakeholder Comments
The validator should ensure that stakeholder contsnleave beer
invited with appropriate media and that due accobas beer
taken of any comments received.
E.1.1. Have relevant stakeholders been consulted?  /1/ DR  Yes. The stakeholder consultation process OK
/19/ has been conducted in August 2006
according to Environmental Protection Law
of the People's Republic of Ching/.
E.1.2. Have appropriate media been used to invite /1 DR The stakeholder consultation was organize@9  OK
comments by local stakeholders? in August 2006 when 45 questionnaires were
distributed for obtains comments from
stakeholders and all 45 copies had been
collected. However, only 30 copies were
completed. The reason why needs to be
explained and all 45 questionnaire copies
need to be provided. A summary
of the stakeholder comments is needed to be
included in the PDD also.
E.1.3. If a stakeholder consultation process is required /1/ DR Referto E.1.1. OK
by regulations/laws in the host country, has the
stakeholder consultation process been carried out
in accordance with such regulations/laws?
E.1.4. Is a summary of the stakeholder comments /1/ DR Referto E.1.2. cLo OK
received provided?
E.1.5. Has due account been taken of any stakeholder /1/ DR Yes. OK

comments received?

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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Table 2b: Additional requirements checklist for VVM version 1 (EB 44)

Checklist Question Ref. MoV* Comments CDorr?cfj gg:ﬂl
A.l. Letter of approval
A.1.1 Is the LoA received directly from the DNA thwough the i DR ;ﬁg‘gg;&;ﬂtﬁ glaKr']régﬁgsmng]; S;itfbr;ﬁ]ne dQAR_l OK
project participant. 12/ .
13/ The LoA from China was received through
the project participant.
A.2. Project design
A.2.1 Does the PDD describe the CDM project actiwith all /1/ DR  Yes, the project location, the technology of OK
relevant elements in a transparent and accurate way 12/ the project are clearly described in the PDD
and in line with the approved FSR, system
131 boundaries determination in line with the
5/ approved methodology AMS.III.B aride
production capacity, the equipments and
parameters are reflected in FSR and
Equipments Purchase Contra&tlditionality
analysis is in line with the relevant EB
“Appendix B of the simplified modalities and
procedures for small-scale CDM project
activities”
A.2.2 Has the CDM project activity at the startloé validation 11/ DR The commission of CDM project activity has OK
been constructed or does the CDM project activsy existing /5/ | started in January 2008 which was before the

facilities or equipment?

start date of the PDD publication on 5
September 2009.

In the Project Activity only the fuel
combustion devices of the equipments are
changed, the glass-making equipment
remains the same.

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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A.2.3 Is the project a large scale project, a sstle project 11/ DR  The project activity is a non-bundled small OK
with average annual emission reductions above D5d@tnhes or 12/ | scale project with the emission reductions per
a bundled small scale project? Has on-site vighhmarried out? year exceedind5 000.
5/ L - -

As the utilization of some existing facilities

are involved in the project, the on-site visit

has been carried out a6 February 2010.by

Lai Chee Keong, Huang Peng from DNV.
A.2.4 Does the project activity involved alteratioiexisting /1/ = DR | Yes. Inthe Project Activity the fuel combustion OK
installations? If so, have the differences betweenproject and /5/ | devices of the equipments are changed, The
post-project activity been clearly described in BizD? differences between pre-project and post-

project activity have been clearly described in

the PDD.
A.3. Project emissions not addressed by the methodology
A.3.1 Does the methodology describe all projectssion source /1/ DR  Yes. CO2 is the only GHG emission source OK
for the project activity that contributes all 1%tb& emission for the project activity that contributes maore
reductions? Sources that the methodology consiagro take than all 1% of the emission reductions which
into account are not relevant (e.g. cement anddomsumption is described in methodology.
for building hydropower plants).
A.4. Documentation of baseline emissions
A.4.1 Documentation of the baseline determination: /1/ DR  a. Yes, All data In the PDD used to determin€t-2 OK

a. All assumptions and data used by the projegy,
participants are listed in the PDD and related

document to be submitted for registration. T
data are properly referenced.

b. All documentation is relevant as well as correc
quoted and interpreted.

c. Assumptions and data can be deemed reason

d. Relevant national and/or sectoral policies
circumstances are considered and listed in

&S/
/51

tly6/

able

and
the

the baseline emissions are form the EIA, ESR
and other reference document.

b. Yes, according to the reference list, all
documents of the baseline determination
were correctly quoted and interpreted.

c. The EIA registration form was ratified by
the Qi County Environmental Protection
Agency, dated 16 September 2006, and the
FSR was approved by Shanxi Qi County
Planning Commission, dated16 August 2006,

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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PDD. and all other document of the baseline
e. The methodology has been Correcﬂy app“ed to determ|nat|0n can be Ver|f|ed, the data car be
identify what would occurred in the absence of deemed reasonable.
the proposed CDM project activity dNational & sectoral policies have been
consideredand listed in the PDD.
e. Whetherall the applicability criteria in the
baseline methodology are fulfilled needs to
be further identified. The paragraph 7-11 of
AMS.III.LB version 14 need to be further
specified.
A.5. Documentation of the calculations
A.5.1 Algorithms and/or formulae used to determengssion /1/ DR  Enough evidences need to be provided t6L4 OK
reductions /4] demonstrate the propriety in the selection of
1)All assumptions and data used by the projectqgyeants are investment benchmark and NPV. Moreover,
listed in the PDD and related document submitted | &/ the resources of input data for NPV
registration. The data are properly referenced calculation also are requested to be specified
2)All documentation is correctly quoted and intetpd. in PDD.
3)All values used can be deemed reasonable incthext of the
project activity
4)The methodology has been correctly applied toutale the
emission reductions and this can be replicated Hey data
provided in the PDD and supporting files to be sittaa for
registration.
A.6. Implementation of the monitoring plan
A.6.1 How were the plans for implementation of thenitoring = /1/ DR  The monitoring plan, as described inthe GL 7 OK
plan, data management, QA/QC procedures asseseasRat PDD, is in line with the methodology AMS-
extent can the emission reductions achieved bypibject be 1.B version 14 and, if implemented
monitored ex-post and verified later by a DOE? correctly, will allow for reliable and complete

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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project emission data monitoring over time
and the complete verification by a DOE.

The monitoring and management manual
should be provided for validation.

A.7. CDM consideration prior to starting date

A.7.1 The prior consideration of CDM for the prdjectivity
complies with EB41 annex 46

11/
/51

DR

The Project owner contracted the CDMARS3
consultant on 23 June 2007 and Emission
Reduction Purchase Agreement was signed in
October 2008. There’s a time gap between
above two dates in which no activities
regarding CDM can be identified. Sufficient
documentary evidences need to be provided
to demonstrate CDM was seriously

considered.

OK

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking

Initial CDM Validation Protocol — Report No. 2010-27, rev. 02

B-23




DET NORSKE VERITAS

Table 3

Resolution of Corrective Action and Clarifcation Requests

Draft report clarifications and corrective actio Ref. to Summary of project owner response Validation team conclusion
requests by validation team checklist
guestion in
table 2
CAR 1 A2.2 The LoA from United Kingdom of Great Britain andk.
The LoA from United Kingdom of Great A.2.3 Northern Ireland has been provided to DNV. The LoA from the United
Britain and Northern Ireland has not begen Kingdom of Great Britain ang
obtained. Northern Ireland has been
obtained and verified.
CAR 1 is closed.
CAR 2 B.3.2 22 years lifetime was a typing mistake, 2argeof the| OK.
: project operational lifetime is correct. The FSRde 12)| After checking the FSR and the

It was state_d n the PDD that the ex_pect(_ed states that the lifetime for a furnace is 30 yedise| document of ‘Furnace label,
operational lifetime of the proposed project is . . . Iy e
22 years st o oo, P18 D T ™"
Howeve_r, 25 years were s_elected n IRR The actual furnace started operation in 2003, dfiel | The revised PDD and financial
calculation. The justification in searching 25 . . . .
years in NPV calculation shall be provided. swﬁch_for _the fuel system, the proposc_ed projeattst a_ma_ly5|s are verified to use the

operation in 2008. Therefore, we consider the psedo lifetime of 25 years.

project lifetime to be 25 years. The PDD is revis€tAR 2 is closed.

accordingly. Moreover, the document of ‘Furnaceslais

provided to DNV.
CAR 3 B.3.4. | The CDM consultant contacted with many CERK.
The Project owner contracted the CDM buyers/developers, but no one contacted was famwilid | pNy  has  checked the facts
consultant on 23 June 2007 and Emission PDD methodology of developing small fuel switchjpad | hrovided by the PP in PDD
Reduction Purchase Agreement was signefl in as this project is the first one of its kind in G section B.5 and verified that the
October 2008. There’'s a time gap between Because this is a first of its kind project in-deglue-| CDM benefits were considered jn
above two dates in which no activities diligence work had been done by the CER Buyer lkefthe shareholders meeting on (1
regarding CDM can be identified. Sufficient signature of the ERPA. The PDD consultant alsongeed| October  2006. The CDM
documentary evidences such as the evidence of additional CDM and PDD methodology investigation| @onsulting contract between the
the CDM revenues being decisive for the ensure this project is feasible for developing CDM. project owner and Shanxi
project, etc. need to be provided to demonstrate Please see the updated timeline in the PDD seBtlan | Huaaoda Green Industry

CDM was seriously considered.

Development Ltd. was singed ¢

n

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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Draft report clarifications and corrective actio Ref. to Summary of project owner response Validation team conclusion
requests by validation team checklist
guestion in
table 2
14 April 2006. It is DNV’'s
opinion that these evenfs
demonstrate that the project
developer was aware of CDM
prior to project’'s start date and
CDM benefits were a decisive
factor in the decision to proceed
with the investment.
CAR 3 is closed.
CAR 4 B.10.1. The PDD is updated accordingly also shosvhedow: OK.
The ex-ante fixed factor of ton G@mission Project emissions The calculation of ex-ante
Jton product needs to be provided in the PDD. emission factor of ton CQO
The CER excel worksheet and all the historic PE, = FC, x NCV X EF emission / ton of production, i.e.
data need to be provided. y NG NG EFge, was docuemented in the
=14,000,000Nx36.12MJ/Nnix58.3tCQ/TJ/1,000,000 | section B.6 of PDD, which hds
been reviewed and accepted |by
=29,481.1 tCQ DNV.
. . The  spreadsheet for the
Baseline emissions calculation of CER and the
historic data has been obtained
BE, = ERyq % Qpyy and verified by DNV.
CAR 4 is closed.
= (FCasL* EFcoy; * NCV, ) /Qgg  XQpuy
=(87887.23t*87.3tC@TJ*0.025TJ/t)/(6.16x1W)*
24,000t=74,732.68 tCQ
The CER excel worksheet and all the historic dat h
been provided to DNV.
CL1 A3.2 | The Project Activity adopts the advanced domesfK. _
Whether the project use state of the |art technology of natural gas combustion and automd@lV obtained and checked the

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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Draft report clarifications and corrective actio Ref. to Summary of project owner response Validation team conclusion
requests by validation team checklist
guestion in
table 2

technology or would the technology result in a control system. Additional parameters were listed?DD | equipment purchase agreement
significantly better performance than any section A.4.2. The new technique adopted in thigept is| and the equipment technical
commonly used technologies need to be further advanced in China and not commonly adopted bedhaseagreement and can verified that
clarified. cost of natual gas is far higher than coal. the Project Activity adopts the

The commonly adopted alternative to the projectidibe advanced ~domestic techn.ology

coal-fired technology. Outside potential CDM revemf?jlnd r(_eflected the good practice.

there is no inherent performance related beneéimft CL 1 1S closed.

adopting this new natural gas technology at extst c

compared to coal technology apart from providingeve

working conditions for workers as well as an imprd

local environment.

The equipment purchase agreement and the equipment

technical agreement have provided to DNV.
CL 2 B.1.2 The baseline methodology used in the previous PRB|VDK.

C T AMS-III.B. (Version 14), It has been updated tosien | DNV checked the revised PDD

\é\;r:ztl?neg rﬁgtﬁggolizsllgfg I:‘Il?llfillcerger:?ec;rs] tg%e 14. The j_ustificatiqn of app_licability criteriq is alsand confirmed that all the
further identified. The paragraph 7-11 |of updated in the revised version of PDD section B.Z.Elppllfablllty Crlrgegal in  the
AMS.III.B version 14 need to be further fuéll;ﬁe'ge methodology are
specified. CL 2 is closed.
CL3 B.3.2 | PDD is updated, and the relevant evidences sutlieas | OK. _ _
Enough evidences need to be provided| to B-3-3 | benchmark source and NPV selection source aregedy| The relevant evidences provided
demonstrate the propriety in the selection| of by project. owner and contents
investment benchmark and NPV. Moreover, the 1) 12% benchmark was adopted from thiethods and revised in NPV and PDD have
resources of input data for NPV calculation dlso Parameters for Economic Assessment of Constructi§if" verified.
are requested to be specified in PDD: Projects (version 3)which is a reasonable and stilél_s_ losed
1) The PP needs to state whether the 12% |IRR valid source published by Chinese Nation IS closed.
from glass industry is reasonable, and whether Development and Reform  Commission and
the government provided figure is still valid. Construction Ministry in Dec 2006.
2) The NPV calculation of Fuel Operating costs

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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Draft report clarifications and corrective actio Ref. to

requests by validation team

checklist
guestion in
table 2

Summary of project owner response

Validation team conclusion

needs to be provided.

3) Whether the NCVs of coal and NG and also

the cost of coal and NG were valid at the ti
of decision making need to be clarified.

4) The reasonableness of the investment
needs to be justified with the actual c
incurred in the implementation of the project.

me

cost
DSt

2) The updated NPV calculation spreadsheet is prov
with Fuel operation costs analysis.

ided

3) The NCVs/cost of coal and NG are valid at the time

of investment decision making.

NCV of Coal and NG which applied in the PDD |i

adopted from FSR, also those NCV values has |
confirmed by the Local Authority of ‘Shanxi Coal &ty
Measuring Centre’ and ‘Qixian Jieyuan Gas Co., Ltd’

e The cost of coal and NG in the PDD was adoy
from FSR, which is before the investme
decision making.

The cost of NG was also being confirmed in
NG Supply Agreement.

The cost of coal can be cross-checked by the
receipt.

4) For Investment cost, the following evidences
provided:
‘Total investment -breakdown table.xlsx’
‘CL3-Pipeline  Construction & Installatio
Agreement.JPG’

The total investment cost can be cross-checked teyvg
main contracts, which has been summarized as follow

Contract Cost (RMB
Engineering Procuremen)t782,582
& Construction Contract

peen

ted
Nt

the

coal

are

Technical agreement & 11,000

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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Draft report clarifications and corrective actio Ref. to Summary of project owner response Validation team conclusion
requests by validation team checklist
guestion in
table 2
Equipment Purchase
Contract
Product Order Contract 2,449,710
NG supplement 143,296
agreement
Pipeline Construction 1,300,000
Installation Agreement
Total cost 4,686,592
CL4 B.3.4. | The explanation of the project starting date isated in | OK.
It was stated in the PDD that the starting date ofC.1.1. | the PDD accordingly: The project owner signed th
the proposed project is 01 February 2007, The Project Construction Contract date was takethag construction contract on 1
which is before the date of validation. Howl it project start date, which is 10 February 2007. Thig | February 2007 /9/.
has been identified shall be explained and line with the CDM Glossary. As per the CDM Glossafy The construction contrac
further documentary evidences need to | be Term ver.4 (‘the Glossary’), the starting date 0€BM | commencement of the project

provided.

Project Activity is the earliest date at which eitithe
implementation or construction or a real action @
Project Activity begins.

In light of the above definition, the starting dafea CDM
Project Activity is further clarified in the Glosyaas the
date on which the Project Activity participant Hh
committed to the expenditures related to
implementation or related to the construction d¢fraject
Activity.

The Project Construction Contract was signed on
February 2007, and the Construction date was ofr
February 2007 (as stated in the Construction Cobiridne
Equipment Purchase Contract was signed in April72
Therefore, the signing date (10 February 2007) hef

12 February 2007 /22/.

The project owner signed tk
equipment purchase agreemen
April 2007 /7/. The date 1
February 2007 for signin
a%onstruction contract is thu
tﬁgnsidered as the starting date
the project, which is prior to th
date of PDD publication,

§8ptember 20009.

1 Q2 the basis of the EB41 P4
67, it is DNV’s opinion that thig
DOlate correctly represents t
tearliest date of th

f

S

n

n QO

of

UI(‘D

D

Project Construction Contract shall be regardetth@start

implementation, construction ¢

Dr

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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Draft report clarifications and corrective actio Ref. to Summary of project owner response Validation team conclusion
requests by validation team checklist
guestion in
table 2
date of the Project Activity, as it was the firsttel for the| real action dates.
Project Activity to commit to the expenditures tethto| CL 4 is closed.
the implementation of the Project Activity. Theawhnt
evidences have been provided to DNV.
B.9.1. Parameter of NG metering equipment and haoketer | OK.

CL5

in

as

The table B.7.10f the PDD needs to be detailed Type i CQ-100L-1.5-1.6/0.2-IC The relevant conter_lt_s updated
in terms of the type of instrument being used, Calibration range| 32-650 ni/h PDD hgve been ve.r|f|ed.
frequency of logging data, calibration and the Accuracy 1.5 The evidence provided by PP h
accuracy of the measurement equipment, |etc, Error +0.30% been verified.
conside_ring that t_he project is implgmenta_d. Parameters of monitoring equipments, the error lirand CL 5is closed.
This is essential as the project |is method and more comprehensive procedures are gpdate
operating.These information need to |be in the PDD accordingly. Document list-No.35 is fred
described in the PDD. Moreover, the for evidence for each of equipments.
EI?Srfgngsmg;sﬁifﬁen?g arheO\r:veetge ddZIZIoWIth In the event that a meter has lost calibration a¥er
’ allowable error limit then this shall be correctadthe

earliest opportunity and re-calibrated and the data

recorded from this meter since the last successful

calibration shall be ignored.

In the event that there is uncertainty over theugszy of

the data set for natural gas amount from the madtem

(e.g. the meter has lost calibration over the aetdp

error limit) then the data from the back-up meteallsbe

used.
CL 6 B.10.4 Parameter of NG metering equipment and backup mete©K.
The calibration of the natural gas meter and the B.105 Type - CQ'lOOL'lS'lG/OZ'IC ;geDrrelleVaEt Conter.]'IES dupdated
precision of the meter need to be provided far g 106 Calibration range| 32-650 ni/h H ?\ée t.een }/3:' I?\Ié .
validation. Accuracy 1.5 hag t()::énritl)(t);inoed ;nd verrTi]f(ieeﬁr

0
Error +0.30% DNV,

in

The calibration of the NG meter is 32-650m and

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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en

Draft report clarifications and corrective actio Ref. to Summary of project owner response Validation team conclusion
requests by validation team checklist
guestion in
table 2
the precision of the meter is 1.5. CL 6 is closed.
The calibration report of the NG meter has been
provided to DNV.
CL7 B.13.1. | The Monitoring and Operation Manual has been pexid OK.
L : to DNV. The Monitoring and Operation
'tl;ge l[\gsirg;%rlng and Operation Manual needg to B.13.2. Manual has been obtained and
P ' B.13.3. verified by DNV.
CL 7 is closed.
CL8 C.12 The start of the crediting period is updated taJ0ly | OK.
The start of the crediting period is 01 January 2011 or the actual date of CDM registration. The revised the PDD has be
2010 in the GSP PDD, it is not reasonable pnd verified,
needs to be updated. CL 8 is closed.
CL9 E.1.2. Thi phro{gct site ish Io%e'lted in_qn_indu]istrir;stl areit:"n\gtahw OK.

: . _— : stakeholders in the direct vicinity of the projedthe _ _
ggmqrﬁgittlso?rn oar:e;avzggilgésrtsrlgl:]tsdalfog5ogéal)'i?sE'1'4' Project Entity therefore took a large catchmenadoe the ghe eV'di_n%e provided by PP h
had been collected. However, The reason why !dent!f!catlon of stakehplders. 45 hoy;eholds vieitially | DEEN .ver| ec.
only 30 copies were compléted needs tol be |dent|f|ed by the Project E_ntlty _|n|t|aIIy and thsame CL 9 is closed.
explained and all questionnaire copies need to copies c_)f stakeholder questionnaires were re.q“m‘m
be provided. A summary of the stakeholder application form from the Prolc_ect .E_ntlty to the
comments is needed to be included in the RDD government. As a number of the_se |dgnt|f|¢d s_takhﬂne
also lived so far away from the project site (i.e. inotrer

' jurisdication) the environmental bureau only addiske
issuance of 35 copies of the questionnaire for |the

stakeholders that could reasonably be affected hay
Project Activity. During environmental impact assegnt
three local villages and two government departmesmei®
involved and each was distributed 7 copies. Inlt8¢a
copies of questionnaires were completed.

as

MoV = Means of Verification, DR= Document Review, Interview, CC= Cross-Checking
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APPENDIX C

CURRICULA VITAE OF THE VALIDATION TEAM MEMBERS
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Kakaraparthi Venkata Raman holds a bachelor degree (B.Tech) in Chemical Eagging
and a Diploma in Management. He has an overall rextqpee of 18 years in the Chemical
Process Industry - Fertilisers and Chemicals ingi(§SlACT). His main areas of work include
a) Technical Services (for Ammonia, Urea, Co-geti@nahermal power plants (captive), and
complex fertilizers plants) - 10 years b) Erectioammissioning and hands-on operation of
state of art HTAS Ammonia plant - 4 years ¢) Mamaget and operation of Sulphuric acid
plant as Plant Manager - 2 years and d) two yearmmanagement Information System
operation and assisting of top management in ptanod operations.

While in FACT he has completed the 1ISO14001 EMS tdurse and also involved in
implementation of Environmental Management Systentsin conducting internal audits.

Experience prior to joining Fertiliser industry lading six months experimental work on
charcoal manufacture in Karnataka Regional Engingewllege.

He has experience of around 5 years in validatm@hwerification of numerous CDM projects.
His qualification, industrial experience and expade in CDM demonstrate him sufficient

sectoral competence in areas of (a) 1.1 Thermaiggngeneration from fossil fuels and

Biomass as well as thermal electricity from sol@r 1.2 Energy Generation from renewable
energy sources (c) 5.1/4.13/11.1/12.1 Chemical é3s®s Industries and (d) 13.1 Waste
handling and disposal.

Xue Yanju, Andi holds a Master Degree in Applied Chemistry. Ha\angoverall experience
of around four years. Prior to joining DNV havinga years auditing experience in the
implementation of quality management system sud8@9001 standard for two years.

She has experience of around two years in validagiod verification of numerous CDM
projects in DNV, majoring in China. Her qualifioatti, industrial experience and experience
in CDM demonstrate her sufficient sectoral competern “Energy Generation from
Renewable Energy Sources”.

Lai Chee Keongholds a Bachelor Degree in Applied Science magprm Environmental
Biology, a Master Degree in Environmental Enginegrand a Post Graduate Diploma in
Accounting and Finance. He possesses a combineoh &sinternational experience of more
than 16 years in the field of environmental consgltand environmental auditing. His
experience also covers the fields of environmentahagement and environmental impact
assessment for various on-shore industries sugbetas-chemical plants, general chemical
plants, residential developments and industrigk pavelopments.

He has also been actively involved in Managemerste®y audits such as ISO 9001, ISO
140001 and OHSAS 18001 standards in various industctors for more than 7 years in
DNV.

He has experience of more than 5 years in validagiod verification of numerous CDM
projects in DNV in Asia including those in SouthsEAsia and China.
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His qualification, industrial and investment expeiie and experience in CDM demonstrate
him sufficient sectoral competence in “Energy Gatien from Renewable Energy Sources”,
“Waste Handling and Disposal” and “Animal Waste Mgament”.

Huang Pengholds a Bachelor Degree in Thermal Dynamic Engingeand a bachelor
Degree in Mass Communication. He possesses experggmmore than 8 years in the field of
consulting and management of energy efficiencyaas qf his work in a thermal power plant
and Iron & Steel plant. His experience also covbesfields of energy efficiency, resource
conservation and cleaner production in various pgiants and manufacture industries.

He has experience of more than 3 years in validati@ verification of numerous renewable
and energy efficiency CDM projects in DNV. He hdsoabeen actively involved in energy
efficiency service projects in various industri@ctrs for more than 2 years in DNV.
Since 2007, he has worked in the fields of Clin@t@ange Service including CDM, VCS, GS
and WCD project and energy efficiency service.

Before joining DNV, Peng Huang has worked in TsimghTongfang Co., Ltd, Sustainable
Developing Center of NDRC and Energy Efficiency Bement of NDRC. He has rich
project development experiences in renewable enargy many other industry sectors.
His qualification, industrial experience and expede in CDM demonstrate his sufficient
sectoral competence in “Energy Generation from Rebé& Energy Sources”.

Kumaraswamy Chandrashekara: holds a Bachelor's Degree in Chemical Engineeand
has an overall experience of around 24 years. Ryi@ining DNV, has worked for 11 years
in the Chemical Process Industry covering Plantr@pns, Technical Services and Process
Design activities, primarily in the fertilisers astlemicals manufacturing sector. During this
tenure of 11 years in the industry, responsibdiilecluded production, process optimization,
energy efficiency improvements, environmental penfance, process design, energy auditing
and technical auditing.

He has experience of around six years in the \abidaand verification of numerous CDM
projects both in India and abroad. His qualificafiondustrial experience and experience in
CDM sufficiently demonstrate his sectoral competemt the areas of chemical process
industries, energy generation from renewable seuaod waste handling & disposal.

Hou Bao Jun holds a Master Degree in Applied Chemistry. Havangoverall experience of
around 5 years. Prior to joining DNV, having arouhdears experience in thermal power
plant and about 10 months experience in chemieainthg field. He was responsible for the
normal operation of water treatment equipment alad vasked to redesign the production
process to raise its efficiency. He participatedhi@ device process design and construction.
He has accumulated rich experience in the congtructf the power equipment. He is also



DET NORSKE VERITAS

familiar with other areas of a power plant, namtblg boiler system, the turbine system and
the electricity system. His experience covers thlel$ of chemistry and energy.

His qualification, industrial experience demongrdiis sufficient sectoral competence in
“Thermal Energy Generation from Fossil Fuels andniass including Thermal Electricity
from Solar” and “Waste Handling and Disposal”.

Alexander Osadchievholds a PhD’s Degree in Power Engineering. He dmasoverall
experience of around thirty years. Prior to joinibdjNV he had around fifteen years
experience in Power Engineering industry coveringrgy efficiency improvement, energy
distribution and demand. His experience also cotledields of quality, environmental and
OHSAS management. He has also been actively ingtdlvémplementation and auditing of
Management Systems such as ISO 9001, ISO 140000HR/AS 18001 standards in Power
Engineering industry for more than three years.

He has experience of around 2 years in validatrahwerification of several CDM/JI projects
in DNV, both in Russia & abroad.

His qualification, industrial experience and expede in CDM demonstrate his sufficient
sectoral competence in: Thermal energy generatmm fossil fuels and biomass including
thermal electricity from solar, Electricity distuition, Heat distribution, Energy demand.



